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M ar ch  2 , 19 79

■ MEMORANDUM FOR THE CHAIRMAN

Re:  I n t e r n a t i o n a l  F i n a n c i a l  I n s t i t u t i o n s

By d i r e c t i v e  d a te d  D ec em be r 5 , 1 9 7 7 , th e  C om m it te e  r e q u e s t e d  
t h a t  a s t u d y  be  mad e o f  th e  o p e r a t i o n s  o f  th e  I n t e r n a t i o n a l  
F i n a n c i a l  I n s t i t u t i o n s  w h ic h  r e c e i v e  U n it e d  S t a t e s  c o n t r i 
b u t io n s  .

Th e s tu d y  h a s  b e en  c o m p le te d  an d th e  r e s u l t s  a r e  s e t  f o r t h  
in  t h i s  r e p o r t .  W h il e  n o t f o r m a l ly  c l a s s i f i e d , '  th e  r e p o r t  
c o n t a i n s  s u b s t a n t i a l  d a ta  dra w n fr om  d o c u m e n ts  b e a r in g  v a r io u s  
i n t e r n a l  c l a s s i f i c a t i o n s  o f  th e  I n t e r n a t i o n a l  F i n a n c i a l  
I n s t i t u t i o n s  d e s ig n e d  t o  r e s t r i c t  f u r t h e r  d i s t r i b u t i o n  an d 
w er e s u p p l i e d  w i th  th e  u n d e r s ta n d in g  th e y  w ou ld  be  a f f o r d e d  
th e  sa me p r o t e c t i o n  a s  r e q u i r e d  by  th e  i n s t i t u t i o n s .

7 )  7 7  /  A R e s p e c t f u l l y  s u b m i t t e d ,

J .  B r ia n  H y la n d , D i r e c t o r  C. R. A n d e rs o n  /
S u rv e y s  and  I n v e s t i g a t i o n s  S t a f f  C h ie f  o f  th e  S u rv e y s  an d 
Hou se  A p p r o p r i a t i o n s  C om m it te e  I n v e s t i g a t i o n s  S t a f f

Hou se  A p p r o p r i a t i o n s  C om m it te e
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SUMMARY AND OBSERVATIONS

Th ou gh  n o t c l a s s i f i e d ,  th e  r e p o r t  c o n t a in s  d a ta  dr aw n 
fr om  m a t e r i a l  c l a s s i f i e d  a c c o r d in g  to  i n t e r n a l  sy s te m s  o f  th e  
I n t e r n a t i o n a l  F i n a n c i a l  I n s t i t u t i o n s  ( I F I s )  to  a v o id  d i s c l o s u r e s  
w h ic h  may  c a u s e  e co n o m ic  e m b a rr assm en t o r  d is a d v a n t a g e  to  a 
me mb er c o u n t r y — th e  E x e c u t iv e  B ra n ch  r e t a i n s  su ch  c l a s s i f i 
c a t i o n s  t o  in s u r e  a d e g r e e  o f  p r o t e c t i o n  e q u i v a l e n t  to  t h a t  
r e q u ir e d  b y th e  i n t e r n a t i o n a l  o r g a n i z a t i o n .  Due c o n s i d e r a t i o n  
s h o u ld  be  g iv e n  th e  u n d e r ly in g  r e a s o n s  f o r  su ch  c l a s s i f i c a t i o n  
s a f e g u a r d s  in  th e  u se  an d d is s e m in a t io n  o f  t h i s  r e p o r t .  
G e n e r a l l y ,  th e  I n v e s t i g a t i v e  S t a f f  ha d a c c e s s  t o  an y m a t e r i a l

•  n o r m a ll y  a v a i l a b l e  t o  th e  U .S . E x e c u t iv e  D i r e c t o r s  to  th e  
I F I s ,  th o u g h  e x c e p t i o n s  w ere  e n c o u n te r e d ;  h o w e v e r, c o n s i d e r a b le  
p e r t i n e n t  m a t e r i a l  i s  n o t  n o r m a ll y  a v a i l a b l e  to  E x e c u t iv e  
D i r e c t o r s  a n d , t h u s ,  w as  n o t a v a i l a b l e  to  th e  I n v e s t i g a t i v e  
S t a f f .  A c c e s s  t o  d o cu m en ts  and s t a f f  p e r s o n n e l wa s n o t i c e a b l y

V  f r e e r  a t  th e  W or ld  B an k , A s ia n  D evelo o ra en t Ba nk  (A D B ),  and
A f r i c a n  D evelo p m en t Fund (A fD F) th an  a t  th e  I n te r -A m e r ic a n  
D evelo p m en t Ba nk  ( ID B ) . Th e I n v e s t i g a t i v e  S t a f f ' s  p la n n e d  
f i e l d  v i s i t s  w ere  acc om m od at ed  (6 6 p r o j e c t s  exa m in ed  in  1 1  
c o u n t r i e s )  e x c e p t  f o r  th e  r e f u s a l  o f  th e  G ov er nm en t o f  M ex ic o  
on  th e  g ro u n d s  t h a t  i t  was  s a t i s f i e d  w it h  i n s p e c t i o n / s u p e r v i s o r y  
c o n t r o l  m ech anis m s o f  th e  I F I s  an d c o u ld  n o t p e r m it  l e g i s l a t i v e  
r e p r e s e n t a t i v e s  o f  on e I F I  c o n t r i b u t o r  to  i n s p e c t  p r o j e c t s  
w it h o u t  p e r m it t in g  a l l  c o n t r i b u t o r s ' l e g i s l a t o r s  t o  do s o ,  
w h ic h  i t  i s  n o t p r e p a r e d  t o  d o .

Fra m es  o f  R e fe r e n c e

F or FY 19 8 0 , U .S . T r e a s u r y  D ep art m en t s e e k s  new a u t h o r i 
z a t i o n  o f  $4 b i l l i o n  (I D B, A fD F , and A s ia n  D evelo p m en t Fund ) 
an d a p p r o p r i a t i o n s  o f  $ 3 .6  b i l l i o n ,  o f  w h ic h  $1  b i l l i o n  i s  
u n d er th e  new  a u t h o r i z a t i o n  an d $ 2 .6  b i l l i o n  u nd er  p r e v i o u s l y -  
a u t h o r iz e d  fu n d in g . Of th e  l a t t e r  am ount,  $1  b i l l i o n  i s  in  
a r r e a r s .

As  a g r o u p , th e  I F I s  c u m u l a t i v e l y  h ave  made $59 b i l l i o n  
in  lo a n  co m m it m en ts , o f  w h ic h  $ 3 4 .5  b i l l i o n  (5 8 p e r c e n t)  h a s 
b een  d i s b u r s e d .  Th e W or ld  Ba nk  a c c o u n t s  f o r  78 p e r c e n t  o f  
th e  t o t a l  com m itm en ts  made t o  d a t e .  Th e la g  in  d is b u r s e m e n ts  
so  f a r  b e h in d  com m itm en ts  i s  a c o n t in u in g  p ro b le m  p la g u in g  
a l l  o f  th e  I F I s  an d r e s u l t s  l a r g e l y  from  d e l a y s  in  im p le m e n ti n g  
p r o j e c t s .  Some o f  th e  c a u s e s  o f  th e  d e l a y s  a r e :  in a d e q u a t 
p r e p a r a t io n  a n d / o r  o v e r o p t i m i s t i c  a p p r a i s a l s ,  in a p p r o p r ia t e  
c o v e n a n ts  and a g r e e m e n ts , c h a n g e s  in  p r o j e c t  m anag em en t,  an d 
l a c k  o f  l o c a l  f i n a n c in g  f o r  th e  b o r r o w e r 's  s h a r e  o f  th e

•  p r o j e c t .  W it h  th e  p r e s s  to  co m m it money  a t  y e a r ' s  e n d , s e l f 
g e n e r a t e d  q u e s t s  f o r  m on ey  an d g r o w th , and  o b f u s c a t o r y  la n g u a g e  
to  a v o id  o r  s o f t e n  c r i t i c i s m ,  th e  I F I s  a r e  n o t d i s s i m i l a r  to  
o t h e r  g o v e rn m e n ta l b u r e a u c r a c i e s .

i
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Of th e  c u m u la t iv e  le n d in g  b y a l l  T F I s , 30 p e r c e n t  h a s been  t o  lo w -i n co m e  d e v e lo p in g  c o u n t r i e s  (u n d e r $280 p e r - c a p i t a  in c o m e ) , 43 p e r c e n t  t o  m id d le - in c o m e , 18  p e r c e n t  to  h ig h - in c o m e  ($ 1 ,1 3 6 - $ 2 ,7 0 0  p e r - c a p i t a  in c o m e ), an d 9 p e r c e n t  to  th e  mo re a d va n ce d  M e d it e rr a n e a n  c o u n t r i e s  an d th o s e  w it h  c e n t r a l l y  p la n n e d  e c o n o m ie s . C h a rte d  in  th e  d e t a i l s  o f  th e  r e p o r t  a re  th e  am ou n ts  t o  e a c h  l e s s e r - d e v e l o p e d  c o u n t r y  (I.DC) a s  w e l l  a s  th e  p r o p o r t io n  in  e a c h  t h a t  m u l t i l a t e r a l  d e b t  b e a r s  to  t o t a l  e x t e r n a l  p u b l i c  d e b t  o u t s t a n d i n g — a s  a g r o u p , th e  l a t t e r  r a t i o  i s  20 p e r c e n t .  C o n s id e r in g  o n ly  le n d in g  th ro u g h  th e  c o n c e s s io n a r y  w in dow s ( s o f t  le n d in g )  o f  th e  I F I s ,  th e  W or ld  Ban k h a s  com m it te d  86 p e r c e n t  o f  i t s  t o t a l  s o f t  le n d in g  t o  lo w -in c o m e  c o u n t r i e s ;  ADB 89 p e r c e n t ;  AfDF  86 p e r c e n t ;  
an d IDB 2 p e r c e n t .

C o o r d in a t io n

Though  th e  W or ld  Ban k e x e r c i s e s  l e a d e r s h i p  in  a r r a n g in g  c o f i n a n c i n g  and in  o r g a n i z i n g  c o n s u l t a t i v e  g r o u p s ,  c r i t i c i s m s  o f  l a c k  o f  c o o r d in a t io n  among th e  I F I s  a s  w e l l  a s  w it h  b i l a t e r a l  d o n o r s , p a r t i c u l a r l y  a t  th e  p r o j e c t  l e v e l ,  i s  a m a t t e r  o f  r e c o r d .  T h e re  i s  a f r e q u e n t  l a c k  o f  c o o r d in a t io n  b e tw ee n  I F I  r e p r e s e n t a t i v e s  and r e p r e s e n t a t i v e s  o f  th e  U .S . A ge n cy  f o r  I n t e r n a t i o n a l  D eve lo p m en t (USA ID) when b o th  h ave  o v e r la p p in g  p r o j e c t s  p u r s u in g  s i m i l a r  o b j e c t i v e s  in  th e  same  c o u n t r y .  In  a p o p u la t io n  p r o j e c t  exam in ed  b y th e  I n v e s t i g a t i v e  S t a f f  in  i t s  f i e l d  v i s i t s ,  l a c k  o f  c o o r d in a t io n  b e tw ee n  th e  W or ld  Ban k an d USA ID h a s  le d  t o  d u p l i c a t i v e  p ro gra m s w a s t e f u l  o f  th e  fu n d s  in v o lv e d ;  l o c a l  m an ag em en t an d IF I  s u p e r v i s i o n  h a s b een  w eak ; a p p r a i s a l  e s t i m a t e s  o f  g o a l s  t o  be r e a c h e d  a r e  o v e r o p t i m i s t i c ; and  an  e x c e s s i v e  am ou nt  in v o lv e d  in  th e  W or ld  Ba nk  p r o j e c t  was  s p e n t  on  h a rd w a re  c o m p o n en ts . P r e s e n t l y ,  th e  W or ld  Ba nk  and th e  c o u n t r y  a r e  e n g ag ed  in  r e a c h in g  a 
d e te r m in a t io n  a s  t o  how t o  sp en d th e  u n sp e n t fu n d s  a v a i l a b l e  from  t h i s  $50  m i l l i o n  p r o j e c t  an d a t  th e  sam e ti m e  d e v e lo p  a f o l lo w - o n  lo a n  t o  s e t  up  p i l o t  r e s e a r c h  p r o j e c t s  in  f i v e  p r o v in c e s  t o  g a in  e x p e r ie n c e  in  how t o  b e s t  a p p ro a ch  p o p u la t io n  c o n t r o l .  P h o to g r a p h ic  i l l u s t r a t i o n s  o f  o v e r d e s ig n e d  b u i l d i n g s  in  o t h e r  p r o j e c t s  a r e  s e t  o u t  in  th e  d e t a i l s  o f  th e  r e p o r t .

V

P la n n in g  an d P o l i c y D i r e c t i o n s

C o u n tr y  p la n n in g  do cu m en ts  f o r  th e  I F I s ' 5 - y e a r  p ro gra m  c y c l e  a r e  n o t a v a i l a b l e  to  th e  E x e c u t iv e  D i r e c t o r s  and  th e  B oa rd  d o e s  n o t g e t  in v o lv e d  in  th e  a l l o c a t i o n  o f  r e s o u r c e s  and  le n d in g  s t r a t e g y  b y  c o u n t r y  o r  by s e c t o r .  Pro gr am  lo a n s  t o  p r o v id e  f o r e i g n  e x c h a n g e  r a t h e r  th an  s u p p o r t  a p a r t i c u l a r  p r o j e c t  h a v e  ra n g e d  fr om  2 to  9 p e r c e n t  o f  W or ld  Ba nk  le n d in g  d u r in g  th e  p a s t  5 y e a r s ,  a t  t im e s  w it h  i n s u f f i c i e n t  c o o r d in a t io n  w it h  th e  I n t e r n a t i o n a l  M o n eta ry  Fun d (I M F ).

i  i



11

T h e re  i s  an  i n c r e a s i n g  te n d e n c y  amo ng th e  I F I s ,  p a r t i c u 
l a r l y  ID B, to  p r o v id e  l o c a l  c o s t  f i n a n c in g  in  a d d i t io n  to  
th e  f o r e i g n  e x c h a n g e  com p on en ts  o f  p r o j e c t s ,  a lt h o u g h  th e  
I F I  c h a r t e r s  p r o v id e  t h a t  l o c a l  c o s t  f in a n c in g  sh o u ld  o n ly  
o c c u r  u n d er e x c e p t i o n a l  c i r c u m s t a n c e s ;  w it h o u t  th e  i n t e r n a 
t i o n a l  b id d in g  t h a t  a t t e n d s  m ost  f o r e i g n  e x c h a n g e  p r o c u r e m e n t, 
t h e r e  i s  l e s s  c o n t r o l  o v e r  e x p e n d it u r e  o f  fu n d s in  l o c a l  c o s t  
f  in a n e  i n g .

L e n d in g  f o r  i n d u s t r i a l  d e v e lo p m e n t an d f in a n c e  c o n s t i t u t e s  
1 5 - 1 6  p e r c e n t  o f  I F I  l e n d in g .  One W or ld  B an k/ ID 3 lo a n  o f  $1 24  
m i l l i o n  to  M exic o  t o  c o n s t r u c t  a new s t e e l  p la n t  a p p e a r s  to  
h ave  b e e n , in  p a r t ,  p o l i t i c a l l y  i n s p i r e d — i t  i s  l o s i n g  mo ney 
an d n o t m e e ti n g  o b j e c t i v e s  s e t  f o r t h  a t  a p p r a i s a l .  L en d in g  
t o  i n t e r m e d ia t e  c r e d i t  i n s t i t u t i o n s  h a s  m ix ed  r e s u l t s  in  
b e n e f i t i n g  s m a ll  i n d u s t r y ;  p o o r ly  d e f in e d  o b j e c t i v e s  r e s u l t  
in  p o o r p e r fo rm a n c e  o f  som e o f  t h e s e  i n s t i t u t i o n s  and o t h e r s  
re m ain  a lm o s t  w h o l ly  d e p e n d e n t up on  th e  I F I s  f o r  c o n tin u e d

V  i n f u s i o n  o f  c a p i t a l .  Th e T r e a s u r y  D ep art m en t h a s  n o t p e rfo rm ed
th e  s tu d y  o f  su ch  le n d in g  t h a t  was  r e q u e s te d  by th e  S e n a te  in  
m ak in g a p p r o p r i a t i o n s  f o r  FY 1 9 7 8 . Loans an d e q u i t y  in v e s tm e n ts  
o f  th e  I n t e r n a t i o n a l  F in a n c e  C o r p o r a t io n  (I F C ) o f  th e  W or ld  
Ba nk  a r e  d i r e c t e d  t o  p r i v a t e  e n t e r p r i s e ,  w it h o u t  g u a r a n te e  o f  
th e  c o u n t r y  g o v e rn m e n t.  Loans w r i t t e n  o f f  b y  IFC in  th e  o a s t  
2 y e a r s  h a v e  am ou nte d t o  $ 6 .2  m i l l i o n  an d $ 2 .9  m i l l i o n ,  r e s p e c 
t i v e l y ;  d e b t s  r e s c h e d u le d  in  th e  p a s t  5 y e a r s  h a v e  ra n g e d  from  
$ 2 .9  m i l l i o n  t o  $ 4 .6  m i l l i o n  p e r  y e a r .  Th e W or ld  Ba nk  n e g o t i a t e d  
a s o f t  lo a n  to  E t h io p ia  o f  $24 m i l l i o n  in  A p r i l  19 78  w h e n i t  
a p p a r e n t ly  was  e v i d e n t  t h a t  an IF C lo a n  to  th e  sam e c o u n t r y  
o f  $ 1 .1  m i l l i o n  w ould  h a v e  to  be  w r i t t e n  o f f  by  th e  en d o f  
th e  f i s c a l  y e a r  Ju ne 30 , 19 7 8 . IF C h a s had no p ro c e d u re  f o r  
p o s t  e v a l u a t i o n  o f  p r o j e c t s  b u t p la n s  t o  d e v e lo p  o n e .

W h il e  th e  W or ld  Ba nk  h a s le d  in  r e s e a r c h  and  e x p e r im e n 
t a t i o n  f o r  u se  o f  l i g h t  c a p i t a l  t e c h n o lo g y  in  p r o j e c t s ,  th e  
I F I s  h ave  no  s ta n d a r d  o r  mea ns  o f  m e a su rin g  how th e y  a re  
r e a l l y  d o in g  in  s u b s t i t u t i n g  l i g h t  c a p i t a l  te c h n o lo g y  f o r  
c a p i t a l - i n t e n s i v e  t e c h n o l o g i e s .  Th e E x e c u t iv e  D i r e c t o r s  
h a v e  l i t t l e  in p u t  t o  c o n s i d e r a t i o n  o f  a l t e r n a t e  t e c h n o l o g i e s  
in  i n d i v i d u a l  p r o j e c t s  in as m uch  a s  p r o j e c t  d e s ig n  i s  f i x e d  
b e f o r e  p r e s e n tm e n ts  a r e  made t o  th e  B o a rd .

F u tu r e  G ro w th

A l l  o f  th e  I F I s  a r e  com m it te d  t o  r e a l  g ro w th  in  th e  y e a r s  
a h e a d , r a n g in g  fr om  5 p e r c e n t  in  W or ld  Ba nk  p la n n in g  t o  2 5 -3 5  
p e r c e n t  by th e  A f r i c a n  D evelo p m en t Ba nk  (A fD B ). In  a c u r r e n t  
s ta te m e n t  to  th e  C o n g r e s s  by  U .S . T r e a s u r y ,  d i s c u s s i o n  o f  r a t e s

*  o f  g ro w th  a r e  m is c a s t  an d beg  th e  q u e s t io n  o f  a c t u a l  l e v e l s  o f
a n n u a l le n d in g  co m m itm en t th u t  w ould  be p e r m it te d  und er  th e  
new c a p i t a l  i n c r e a s e s  an d a p p r o p r i a t i o n s  b e in g  p ro p o s e d . The  
p ro p o se d  n e x t  c a p i t a l  i n c r e a s e  o f  $40 b i l l i o n  ( U . S . . s h a r e  $ 9 .6

i  i  i
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b i l l i o n )  f o r  th e  I n t e r n a t i o n a l  Ban k f o r  R e c o n s tr u c t io n  and
D evelo p m en t (IB RD ) m e e ts  p la n n e d  g ro w th  t a r g e t s  w h ic h  r e p r e s e n t
a nee d to  d o u b le  c a p i t a l i z a t i o n  a b o u t e v e r y  6 y e a r s  an d to
in c r e a s e  p r o f e s s i o n a l  s t a f f  by some  60 p e r c e n t  o v e r  th e  n e x t
10 y e a r s .  In  c o n s id e r in g  lo n g - r a n g e  g ro w th  p la n s ,  o f f i c i a l s
o f  th e  I F I s  r e c o g n iz e  t h a t  r e s o l u t i o n  i s  c a l l e d  f o r  o f  su ch
q u e s t i o n s  a s  th e  r e l a t i o n s h i p  o f  th e  W or ld  Ba nk  t o  th e  r e g i o n a l
I F I s ,  e n la r g e m e n t o f  th e  p o l i t i c a l  pow er  b a s e  a t t e n d in g  su ch
g r o w th , o v e r s t r a i n i n g  th e  a b s o r p t i v e  c a p a c i t i e s  o f  LD Cs , and
when th e  p o in t  i s  r e a c h e d  beyon d  w h ic h  e f f e c t i v e  m an ag em en t
an d q u a l i t y  c o n t r o l  may d e t e r i o r a t e .

P r e s e n t  and  p la n n ed  c a p i t a l i z a t i o n s  o f  IDB and  ADB 
r e p r e s e n t  g ro w th  in  r e a l  te rm s o f  a b o u t 7 p e r c e n t  a n n u a l ly .
AfD B h a s p ro p o se d  a c a p i t a l i z a t i o n  i n c r e a s e  t o  $ 6 .3  b i l l i o n  
w it h  o n e - t h i r d  p a r t i c i p a t i o n  b y  n o n - A fr ic a n  m em be rs  an d th e  
A f r i c a n  m em ber s'  c o n t r i b u t i o n s  b e in g  e n t i r e l y  in  l o c a l  
c u r r e n c i e s — th e  U .S . s h a r e  i s  e s t im a t e d  a t  $500  m i l l i o n ,  w it h
25  p e r c e n t  p a id  in .  V

The  E x e c u t iv e  B ra n ch  h a s had  am ple  ti m e to  fo r m u la te  lo n g -  
ra n g e  p o l i c y ,  n o t o n ly  c o n c e r n in g  th e  n e x t  ro un d o f  IBRD 
c a p i t a l i z a t i o n ,  b u t c o n c e r n in g  th e  f u t u r e  g ro w th  o f  a l l  o f  th e  
I F I s  an d q u e s t io n s  r a i s e d  t h e r e b y ,  and  sh o u ld  be r e q u ir e d  now 
t o  r e c i t e  and j u s t i f y  p o l i c y  p la n n in g  g o a l s  t o  th e  C o n g r e s s .

Loa n P r o c e s s in g  and  A d m in is t r a t io n

Fro m i d e n t i f i c a t i o n  to  n e g o t i a t i o n  an d a p p r o v a l o f  lo a n s  
n o r m a ll y  ta k e s  fr om  24 t o  30 m o n th s. E x c e p t f o r  ID B, lo a n s  
a re  n e g o t i a t e d  b e f o r e  p r e s e n tm e n t to  E x e c u t iv e  D i r e c t o r s  f o r  
a p p r o v a l .  No lo a n  h a s e v e r  b een  f o r m a l ly  d is a p p r o v e d  by  
E x e c u t iv e  D i r e c t o r s  a t  a n y  o f  th e  I F I s .  The I F I s  r e c o g n iz e  
th e  i n t e r n a l  c o n f l i c t  in h e r e n t  in  t h e i r  r o l e s  o f  p r e p a r in g  
p r o j e c t s  an d th en  a p p r a is in g  th em  f a v o r a b l y  f o r  le n d in g  
a p p r o v a l ,  b u t f e e l  t h e y  do n o t g e t  en ough go od  p r o j e c t s  to  
a p p r a is e  u n le s s  th e y  a r e  i n t i m a t e l y  in v o lv e d  in  th e  i d e n t i f i 
c a t i o n  an d p r e p a r a t io n  p r o c e s s e s .  A p r o j e c t  i s  se ld om  tu rn e d  
down a t  th e  a p p r a i s a l  s t a g e  b e c a u s e  to o  much mo ney h a s  th en  
been  in v e s t e d  in  i t .  Th e P r e s i d e n t  o f  th e  IF I  s e r v e s  a l s o  
a s  C hair m an  o f  th e  B oa rd  o f  E x e c u t iv e  D i r e c t o r s  an d n o r m a ll y  
a n n o u n ce s w hat  he  de em s to  be  a c o n s e n s u s  o f  v ie w s  e x p r e s s e d —  
fo rm a l v o t e s  a r e  r a r e l y  ta k e n . Th e E x e c u t iv e  D i r e c t o r s  a r e  
em p lo ye d  by th e  I F I s  an d f u n c t i o n  in  c o n t in u o u s  s e s s i o n ,  th u s  
m ak in g th e  B oa rd  a p a r t  o f  th e  m an ag em en t p r o c e s s .  Th ou gh  th e  
IF I  c h a r t e r s  p r o v id e  t h a t  th e  E x e c u t iv e  D i r e c t o r s  a r e  re s p o n 
s i b l e  f o r  th e  g e n e r a l  o p e r a t i o n s  o f  th e  I F I s ,  th e y  a r e  mo re 
le d  b y  m an ag em en t th an  d i r e c t i n g  i t .

«
A p p r a is a l  r e p o r t s  p r e s e n te d  a t  th e  ti m e o f  s u b m is s io n  o f  

a p ro p o s e d  lo a n  f o r  a p p r o v a l b y  th e  B oa rd  a r e  c a s t  in  o v e r -  
o p t i m i s t i c  te rm s , p a r t i c u l a r l y  w it h  r e s p e c t  t o  p r o j e c t e d  r a t e s

iv
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o f  econom ic  r e t u r n  to  th e  c o u n tr y  in v o lv e d ,  w h ic h  f r e q u e n t ly  
r e s u l t s  in  c o s t  o v e r ru n s ,  im p le m e n ta ti o n  d e la y s ,  and f a i l u r e  
t o  m ee t o b je c t iv e s .

W h il e  th e  I F I s  r e l y  up on  p ro c u re m e n t g u id e l in e s  and 
in t e r n a t io n a l  c o m p e t it iv e  b id d in g  as  s a fe g u a rd s  a g a in s t  
c o r r u p t  p r a c t ic e s ,  m ar ke d d e v ia t io n s  fr om  th e  g u id e l in e s  do  
n o t  r e s u l t  in  an y h a rs h  r e a c t io n .  R e g u la r  s u p e rv is io n  o f  
o n g o in g  p r o je c t s  th ro u g h  s i t e  v i s i t s  and re v ie w s  o f  r e p o r t s  
r e q u ir e d  to  be  s u b m it te d  by b o rro w e rs  i s  th e  p r im a ry  v e h ic le  
by w h ic h  th e  IF Is  a s s u re  t h a t  fu n d s  a re  s p e n t as  in te n d e d .  
S u p e rv is io n  r e p o r t s  a re  n o t  a v a i la b le  to  E x e c u ti v e  D ir e c to r s  
and a c c o rd in g ly  w ere  n o t a v a i la b le  to  th e  I n v e s t ig a t iv e  S t a f f .

Jrf I n t e r n a l  s tu d ie s  o f  s u p e rv is io n  ha ve  p o in te d  up  su ch d e fe c ts
as (1 ) o n e - h a lf  o f  re ve n u e  c o v e n a n ts  in  lo a n  ag re em ents  n o t  
c o m p li e d  w i t h ;  (2 ) in f re q u e n c y  o f  s u p e rv is io n  m is s io n s  and 
n o n in c lu s io n  o f  f i n a n c ia l  a n a ly s ts  ca use  f a i l u r e s  to  d e te c t  
lo w - le v e l  a c c o u n t in g  p r a c t ic e s ;  (3 )  b re a c h e s  o f  c o v e n a n ts  in

V  s t a f f i n g  le v e ls  t o  o p e ra te  th e  p r o je c t  and in  a u d it in g  o f
a c c o u n ts ;  and (4 ) f a i l u r e s  to  a p p ly  le s s o n s  le a rn e d  in  on e 
p r o je c t  to  o th e r  s im i la r  p r o je c t s .  The la c k  o f  f i n a n c ia l  
r e p o r t in g  and a u d i t in g  have be en  d e s c r ib e d  as  we ak  l i n k s  in  
th e  o v e r a l l  c o n t r o l  sys te m  in v o lv e d  in  th e  s u p e rv is io n  p ro c e s s . 
Exa m ples fo und  by th e  I n v e s t ig a t iv e  S t a f f  in  f i e l d  v i s i t s  o f  
wea k s u p e rv is io n  p r a c t ic e s  a re  s e t  f o r t h  in  th e  r e p o r t .

O v e rs ig h t  P ro c e d u re s  o f  th e  E x e c u t iv e  B ra nch

The U .S . E x e c u t iv e  D ir e c t o r  i s  th e  fo c a l p o in t  by  w h ic h  
in f lu e n c e  up on  IF I  p o l i c ie s  may be  e x e r te d — when a U .S . p o s i t io n  
can be e x p re s s e d  in  te rm s  o f  econom ic  d e ve lo p m e n t c o n c e rn s , i t  
r e c e iv e s  an a u d ie n c e ; i f  n o t ,  th e  E x e c u t iv e  D ir e c to r  i s  is o la te d  
and in e f f e c t i v e .  V o t in g  in s t r u c t io n s  on  each  p ro posed  lo a n  
p r o je c t  a re  conveyed  th ro u g h  th e  T re a s u ry  D e pa rt m en t f o l lo w in g  
re v ie w  and a n a ly s is  by th e  E x e c u t iv e  D i r e c t o r 's  o f f i c e ,  T re a s u ry  
p e rs o n n e l,  th e  D eve lo pm en t C o o rd in a t in g  C om m it te e  (s u c c e s s o r  
to  th e  N a t io n a l A d v is o r y  C o u n c il  in s o fa r  as  re v ie w  o f  in d iv id u a l  
lo a n  p r o je c t s  i s  c o n c e rn e d ) ,  and by th e  In te ra g e n c y  G ro up on 
Human R ig h ts  and F o re ig n  A s s is ta n c e  ( C h r is to p h e r  G ro up) in s o fa r  
as  human r i g h t s  q u e s t io n s  a re  c o n c e rn e d . On th e  a v e ra g e , e ig h t  
to  n in e  lo a n  p r o je c t s  a re  re v ie w e d  w e e k ly . T here  u s u a ll y  is  
a b o u t 1 w e e k 's  ti m e  t o  make th e  re v ie w s  and a n a ly s e s  o f  le n g th y  
d o c u m e n ta ti o n  on  each lo a n  on  w h ic h  th e  I F I s  have  had  1 t o  2 
y e a rs  to  p re p a re .

In  te s t im o n y  b e fo re  th e  C om m it te e  in  1977, th e  A s s is ta n t  
S e c re ta ry  o f  T re a s u ry  f o r  I n t e r n a t io n a l  A f f a i r s  re p o r te d  upon 
a p la n n e d  s tu d y  to  be  co m p le te d  w i t h in  6 m onth s o f  IF I  le n d in g

*  p o l i c ie s ,  lo a n  e v a lu a t io n s ,  s u p e r v is io n ,  p ro c u re m e n t,  d is b u rs e 
m en t o f  fu n d s ,  p o s ta u d i t  p ro c e d u re s ,  a d m in is t r a t iv e  p r a c t ic e s ,  
and th e  o v e r a l l  f in a n c ia l  p e rf o rm a n c e  o f  th e  I F I s .  The  s tu d y  
has n o t  be en  p e rfo rm e d . The " Is s u e  P ape rs " d e li v e re d  to  th e

v
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C ongre ss l a s t  y e a r do n o t c o n s t i t u t e  th e  r e s u l t s  o f  a s tu d y ;in  f a c t ,  e x c e p t f o r  up d a te d  s t a t i s t i c a l  d a ta ,  th e y  c o u ld  ha vebe en  p re p a re d  a t  th e  ti m e  o f  th e  a fo re m e n ti o n e d  te s t im o n y .

In  June 1978, T re a s u ry  i n i t i a t e d  new p ro c e d u re s  f o r  s u p p ly in g  th e  C ongre ss  w it h  v a r io u s  r e p o r t s  an d l i s t s  o f  o th e r  r e p o r t s  a v a i la b le  c o n c e rn in g  th e  IF I s  w h ic h  ha s c o n s id e ra b ly  in c re a s e d  th e  f lo w  o f  in fo r m a t io n  to  th e  C ongre ss th a n  was th e  ca se b e fo r e .

A c c o u n t a b i l i t y

Ban k man ag em en t an d th e  B oard  o f  E x e c u t iv e  D ir e c to r s  o f  ea ch  o f  th e  IF I s  s u b m it  a n n u a l r e p o r t s  to  th e  Board  o f  G o v e rn o rs .The I F I  a n n u a l r e p o r t  i s  a p u b l ic  docu m ent and c o n ta in s  th e  •c e r t i f i c a t i o n  by e x te r n a l  a u d i t o r s  o f  f in a n c ia l  s ta te m e n ts  s e t  o u t  t h e r e in .  The d o c u m e n ta ti o n  and re c o rd s  o f  many o f  th e  d a y - to - d a y  o p e ra t in g  a c t io n s  a re  n o t  d is s e m in a te d  o ra v a i la b le  to  th e  E x e c u t iv e  D i r e c t o r s .  I n t e r n a l  man ag em en t ,c o n t r o ls  a re  g e n e r a l ly  e f f e c t i v e .  G iv en  th e  e s s e n t i a l l y  •p ro - fo rm a  a p p ro v a l p ro c e s s  f o r  lo a n s  p re s e n te d  to  th e  B o a rd ,la c k  o f  a cce ss  by E x e c u t iv e  D ir e c to r s  to  v a r io u s  p e r t in e n td o cu m e n ts , and th e  la c k  o f  in p u t  by them  to  b u d g e t fo rm u la t io nan d 5—y e a r  le n d in g  p ro g ra m s , a c c o u n t a b i l i t y  by  man ag em en t toE x e c u t iv e  D ir e c to r s  le a v e s  much to  be d e s ir e d .

T he re  i s  a ne ed  among a l l  o f  th e  IF I s  f o r  a c e n t r a l  p o in t ,  d e ta c h e d  fr om  o p e ra t in g  r e s p o n s ib i l i t y ,  f o r  in v e s t ig a t io n  and r e s o lu t io n  o f  f a c t s  on  a ll e g e d  o r  su s p e c te d  i r r e g u l a r i t i e s .W h il e  c o r r u p t io n  w i t h in  b o rro w in g  c o u n t r ie s  is  s u s p e c te d  o r  ru m ore d  to  e x i s t ,  m ost  I F I  man ag em en t o f f i c i a l s  b e li e v e  t h e i r  s u p e rv is io n  o f  lo a n s  is  s u f f i c i e n t l y  s o p h is t ic a te d  to  d e te r  o r  d e te c t  a b u ses . The p e n d in g  in v e s t ig a t io n s  by  th e  U .S .D e p a rt m e n t o f  J u s t ic e  in t o  c o r r u p t  o r  im p ro p e r p r a c t ic e s  in v o lv in g  fo r e ig n  a c t i v i t i e s  by U .S . com pan ie s in c lu d e s  tw o ca se s  in v o lv in g  one o r  more o f  th e  I F I s  w h ic h  a re  un kn ow n to  th e  I F I s  in v o lv e d ,  p e r  J u s t ic e  r e p r e s e n ta t iv e s .

As a p a r t  o f  th e  lo a n  s u p e rv is io n  p ro c e s s ,  th e  IF Is  r e q u i r e  b o rro w in g  e n t i t i e s  in  re v e n u e -p ro d u c in g  p r o je c t s  to  s u b m it  a n n u a l a u d it e d  s ta te m e n ts  o f  t h e i r  f i n a n c ia l  p o s i t io n s  and o p e r a t io n s .  Su ch  a u d i t  r e p o r t s  do  n o t n o rm a ll y  t r a c e  th e  us e o f  th e  p r o je c t  fu n d s  b u t  a re  s im p ly  an o v e r a l l  c e r t i f i c a t io n  o f  th e  b o r r o w e r 's  f i n a n c ia l  c o n d i t io n .  For th e  m os t p a r t ,  th e y  a re  l i t t l e  us ed  by s u p e rv is o r y  p e rs o n n e l and a re  n o t  d e s ig n e d  to  d is c lo s e  p ro c u re m e n t o r  sp e n d in g  a b u ses .Sam ple s o f  them  were  re v ie w e d  a t  th e  W orld  Ban k— th e y  were  n o t  made a v a i la b le  by th e  o th e r  I F I s .

W h il e  p r a c t i c a l  d i f f i c u l t i e s  w ou ld  be p re s e n te d  in  a d o p t io n  o f  r o u t in e  p ro c e d u re s  o f  a u d i t s  o f  th e  books o f  a c c o u n t o f  a l l  b o rro w e rs  (m a in ta in e d  in  th e  lo c a l  la n g u ag e  and u t i l i z i n g  in d ig e n o u s  b o o kke e p in g  m e th o d o lo g ie s ) ,  p ro c e d u re s  ne ed  to  be

v i
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d e v is e d  w h e re u n d e r  a u d i t  p r a c t i c e s  a r e  im pose d  w ith  r e a s o n a b le  
f r e q u e n c y  an d c o m p re h e n s iv e n e s s  t o  d i s c l o s e  o p e r a t in g  i n e f f i 
c i e n c i e s ,  o v e r b u y in g ,  o v e r p r i c i n g ,  n o n d e l i v e r y ,  d i v e r s i o n s ,  
an d s i m i l a r  d e f e c t s  w h ic h  a r e  n o t  u n u s u a l in  th e  e x e c u t io n  o f  
l a r g e - s c a l e  d e v e lo p m e n t p r o j e c t s .

The  i n t e r n a l  a u d i t  d e p a r tm e n ts  o f  t h e  I F I s  e n g ag e  b a s i c a l l y  
in  i n t e r n a l  a d m i n i s t r a t i v e  an d f i n a n c i a l  r e v ie w s  o f  v a r io u s  
f u n c t i o n s  an d o f f i c e s  o f  th e  I F I — th e y  do  n o t  p e r fo rm  a u d i t s  
o f  p r o j e c t s  o r  o f  b o r ro w in g  e n t i t i e s .  A ls o , f o r  th e  m ost  p a r t ,  
t h e  i n t e r n a l  a u d i t  d e p a r tm e n ts  do  n o t  e n g a g e  in  o p e r a t i o n a l  o r  
p r o g ra m - ty p e  a u d i t i n g  w i t h in  th e  I F I s ,  n o r  do  o t h e r  bank  d e p a r t 
m e n ts  e x c e p t  f o r  b u d g e t  f o r m u la t io n  an d r e v ie w . R e p r e s e n t a t i v e

*  s a m p le s  o f  i n t e r n a l  a u d i t  r e p o r t s  w ere  re v ie w e d  by  th e  I n v e s t i 
g a t i v e  S t a f f ,  e x c e p t  a t  IDB w h e re  th e y  w ere  d e n ie d  b e c a u se  su c h  
r e p o r t s  a r e  n o t  n o r m a l ly  a v a i l a b l e  t h e r e  t o  t h e  E x e c u ti v e  
D i r e c t o r s .

V  S in c e  a r e o r g a n i z a t i o n  i n  1 9 7 7 , th e  i n t e r n a l  a u d i t  f u n c t i o n
a t  ADB h a s  b een  s t r e n g th e n e d  an d u p g ra d e d , r e p o r t i n g  d i r e c t l y  
t o  th e  P r e s i d e n t .  A t th e  W or ld  Ba nk  an d ID B,  th e  i n t e r n a l  
a u d i t o r  r e p o r t s  t o  o p e r a t i n g  d e p a r tm e n t s .  At  th e  W or ld  Ba nk  an d 
ADB, t h e  E x e c u t iv e  D i r e c t o r s ’ o v e r s i g h t  ar m  (a n  a u d i t  c o m m it te e )  
r e v ie w s  th e  w ork  o f  th e  i n t e r n a l  a u d i t  d e p a r tm e n t ;  a t  IDB t h e r e  
i s  no  su c h  r e v ie w  by th e  B o a r d 's  o v e r s i g h t  arm ( t h e  G ro up  o f  
C o n t r o l l e r s ) .  At ID B,  i t  i s  d i f f i c u l t  t o  s e e  how th e  E x e c u ti v e  
D i r e c t o r s  c an  be  in fo rm e d  o f  m a n a g e r ia l  d e f e c t s  w i th o u t  know in g 
w h a t th e  i n t e r n a l  a u d i t o r s  a r e  a u d i t i n g ,  w hat th e y  a r e  f i n d in g  
an d  re co m m en d in g , o r  w ha t m an ag em en t i s  d o in g  a b o u t th e  
re c o m m e n d a ti o n s .

W it h  r e s p e c t  t o  e v a l u a t i o n s  o f  p r o j e c t s  an d o p e r a t i o n a l  
a c t i v i t i e s  ( o f t e n  m is nam ed  a s  a u d i t s ) ,  th e  W or ld  Ba nk  p e r fo rm s  
p o s t  e v a l u a t i o n s  o f  e v e r y  c o m p le te d  p r o j e c t  by a d e p a r tm e n t  
w h ic h  r e p o r t s  t o  th e  B oard  an d th e  P r e s i d e n t  (1 24  p r o j e c t  e v a l 
u a t i o n s  p e rfo rm e d  in  FY 1 9 7 8 ) . At IDB , t h e  B oar d  i n s t r u c t e d  
e s t a b l i s h m e n t  o f  s u c h  a f u n c t i o n  in  1 972 ; an  o f f i c e  was  e s t a b 
l i s h e d  in  19 75  a n d , t o  d a t e ,  11 p r o j e c t  e v a l u a t i o n  r e p o r t s  h av e  
b e en  i s s u e d .  Th e r e p o r t s  a r e  n o t  a v a i l a b l e  t o  t h e  IDB E x e c u ti v e  
D i r e c t o r s  a n d , a c c o r d i n g l y ,  w ere  n o t  a v a i l a b l e  f o r  re v ie w  by 
t h e  I n v e s t i g a t i v e  S t a f f .  At ADB, a new  o f f i c e  f o r  p o s t  
e v a l u a t i o n  o f  p r o j e c t s  an d o t h e r  a c t i v i t i e s ,  r e p o r t i n g  to  th e  
P r e s i d e n t ,  was  e s t a b l i s h e d  in  1 9 7 8 ; p r i o r  t h e r e t o  s e l e c t i v e  
e v a l u a t i o n s  w ere  m ad e , man y by o u t s i d e  c o n s u l t a n t s .  Th e p o s t  
e v a l u a t i o n s  do n o t  a lw a y s  i n c o r p o r a t e  s i t e  v i s i t s  b u t  may  be 
d e s k  r e v ie w s  o f  s u p e r v i s o r y  m is s io n  r e p o r t s  an d th e  p r o j e c t  
c o m p le ti o n  r e p o r t  p r e p a r e d  by  t h e  o p e r a t i n g  d e p a r tm e n t .  Th e 
W orl d  Ba nk  an d ADB r e p o r t s  a r e  p r o f e s s i o n a l  b u t  o f t e n  co u ch ed  
in  m ute d an d d i p lo m a t i c  la n g u a g e  to  a v o id  g iv in g  o f f e n s e  t o  
b o r ro w in g  c o u n tr y  r e p r e s e n t a t i v e s .  A lt h o u g h  th e  p o s t  e v a l u a t i o n  
r e p o r t s  s u r f a c e  s u b s t a n t i a l  an d v a l i d  s e l f - c r i t i c i s m s ,  t h e r e  
h a s  b een  i n s u f f i c i e n t  a d a p t a t i o n  o f  l e s s o n s  l e a r n e d  to  o t h e r
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p r o j e c t s — o b j e c t i v e  e v a l u a t i o n  i s  n e ed e d  o f  o n g o in g  p r o j e c t s ,  a t  l e a s t  on  a  s e l e c t i v e  b a s i s ,  so  t h a t  t im e ly  c o r r e c t i v e  a c t i o n  c a n  be  t a k e n .

The  o v e r s i g h t  arm  o f  t h e  E x e c u t iv e  D i r e c t o r s  a t  th e  W or ld  Ba nk  an d a t  ADB i s  r e p r e s e n t e d  in  an  a u d i t  c o m m it te e  w hic h  r e v ie w s  w or k o f  b o th  th e  i n t e r n a l  a u d i t  an d p r o j e c t  e v a l u a t i o n  d e p a r tm e n t s ,  r e p o r t i n g  r e s u l t s  d i r e c t l y  t o  th e  B o a rd , th o u g h  su c h  r e p o r t s  l i k e w i s e  a r e  to n e d  do w n.  At IDB, th e  G ro up o f  C o n t r o l l e r s  s e r v e s  a s i m i l a r  p u rp o s e  a l th o u g h  th e y  do n o t re v ie w  th e  w or k o f  e i t h e r  t h e  i n t e r n a l  a u d i t  o r  p r o j e c t  e v a lu a t i o n  f u n c t i o n .  Th e G ro up o f  C o n t r o l l e r s  m ak es  s e l e c t e d  s t u d i e s  o f  b a n k  o p e r a t i o n s  an d s u b m i ts  t h r e e  t o  fo u r  r e p o r t s  p e r  y e a r  t o  t h e  B o a rd .

AfDB h a s  n e i t h e r  an  i n t e r n a l  a u d i t  n o r  p r o j e c t  e v a l u a t i o n  f u n c t i o n  an d i n s u f f i c i e n t  d a t a  i s  a s se m b le d  in  th e  f i l e s  up onw h ic h  t o  c o n d u c t  an  o b j e c t i v e ,  c o m p re h e n s iv e  e v a l u a t i o n  o f  ,c o m p le te d  p r o j e c t s .  AfDB c u r r e n t l y  i s  en g ag ed  in  m an ag em en t *s t u d i e s  d e s ig n e d  t o  l e a d  t o  th e  e s t a b l i s h m e n t  o f  b o th  f u n c t i o n s .
A d m i n i s t r a t i v e  B u d g e ti n g

A n n u a l IF I  a d m i n i s t r a t i v e  b u d g e ts  ( r a n g in g  fr om  $2 5 m i l l i o n  a t  ADB t o  $2 40  m i l l i o n  a t  t h e  W orld Ba nk  f o r  FY 1978) d i s t r i b u t i n g  a n t i c i p a t e d  e x p e n s e s  (7 5  p e r c e n t  o f  w h ic h  a r e  p e r s o n n e l  c o s t s )  fr om  e a rn e d  r e v e n u e s  a r e  p r e p a r e d  w it h  l i t t l e  p a r t i c i p a t i o n  by  t h e  E x e c u t iv e  D i r e c t o r s .  Eac h b an k  p e r m i t s  v a r io u s  d e g r e e s  o f  r e p ro g ra m in g  w i th o u t  B oar d  a p p r o v a l .  I t  i s  a p p a r e n t  fr om  c o m p a ra t iv e  i n d i c a t o r s  s e t  f o r t h  in  th e  d e t a i l s  o f  th e  r e p o r t  t h a t ,  among th e  I F I s ,  ADB o p e r a t e s  m or e a u s t e r e l y  in  i t s  a d m i n i s t r a t i v e  c o s t s .  A l l  o f  t h e  I F I s  f i n d  i t  d i f f i c u l t  t o  m e a su re  p r o d u c t i v i t y  and  c o s t  e f f e c t i v e n e s s  o f  t h e  o p e r a t in g  d e p a r tm e n t s ;  w i t h in  s u p p o r t  d e p a r tm e n t s ,  i t  i s  e a s i e r  t o  m ea su re  p r o d u c t i v i t y  and  g a u g e  b u d g e ta r y  n e e d s .  Th e T r e a s u r y  D e p a rtm e n t r e v ie w s  th e  a d m i n i s t r a t i v e  b u d g e ts  b u t  c a n  do l i t t l e  m or e th a n  co m p are  o n e  a g a i n s t  th e  o t h e r  an d a g a i n s t  th e  p r i o r  y e a r ’ s c o s t s ,  th o u g h  T r e a s u r y  h a s  t a k e n  i s s u e  w i th  th e  l e v e l s  o f  c e r t a i n  a d m i n i s t r a t i v e  e x p e n s e s .

A n n u a l ly , th e  IBRD B o ard  o f  G o v e rn o rs  a p p ro v e s  t r a n s f e r s  fr om  IBRD e a r n i n g s  t o  t h e  I n t e r n a t i o n a l  D ev elo p m en t A s s o c ia t io n  (IDA) o f  $1 00  m i l l i o n  o r  $110 m i l l i o n  w h ic h  h a s  r e s u l t e d  in  a c u m u la t iv e  am ount o f  $7 34  m i l l i o n  c a r r i e d  on  IB R D 's  b o o k s  a s  d u e  t o  IDA ( n o t  y e t  t r a n s f e r r e d )  a s  o f  Ju n e  3 0 , 1 9 7 8 . S in c e  1 9 7 4 , a p r a c t i c e  h a s  b e en  fo l lo w e d  o f  r e q u i r i n g  IDA to  u t i l i z e  th e  e n t i r e  am ount o f  d o n o r  c o n t r i b u t i o n s  o f  e a c h  r e p le n is h m e n t  b e f o r e  d ra w in g  up on  th e  IBRD t r a n s f e r s ;  p r i o r  t o  1 9 7 4 , th e  *t r a n s f e r s  w ere  d ra w n upon o n  a  p r o - r a t a  b a s i s .  T h e re  h a s  b een  some p r e s s u r e  w i t h in  t h e  W orl d  Ba nk  t o  c e a s e  t h e  t r a n s f e r s  o f  IBRD re v e n u e  t o  IDA an d d e c l a r e  d iv id e n d s  i n s t e a d  a s  a m ea ns  o f  c r e a t i n g  g r e a t e r  c o s t  c o n s c io u s n e s s  an d c o n t r o l  o v e r  adm in i s t r a t i v e  e x p e n s e s .  j
v i i i
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S t a f f i n g

I F I  s t a f f s  a r e  m u l t i n a t i o n a l  w i th  an  in f o r m a l  sy s te m  o f  
a l l o c a t i o n  am on g mem be r c o u n t r i e s .  U .S . n a t i o n a l s  c o n s t i t u t e  
2 7 .6  p e r c e n t  o f  W orld Ba nk  (IBRD/IDA) e m p lo y e e s ; 2 4 .1  p e r c e n t  
o f  IF C ; 1 5 .4  p e r c e n t  o f  ID B;  and  3 .7  p e r c e n t  o f  ADB (m o st a l l  
s u p p o r t  s t a f f  a t  ADB a r e  P h i l i p p i n e  n a t i o n a l s ) .  T r e a s u r y  
c o n s i d e r s  t h e  m a t t e r  o f  o v e r a l l  s t a f f i n g  n e e d s  p r i m a r i l y  a 
d e t e r m i n a t i o n  t h a t  m ust  be  r e a c h e d  by  IF I  m an ag em en t.  The 
g ro w th  o f  p r o f e s s i o n a l  s t a f f  t e n d s  t o  f o l lo w  th e  g ro w th  o f  
m o n e ta ry  l e n d in g  c o m m it m en ts , w h ic h  i s  n o t  n e c e s s a r i l y  s o u n d . 

S a l a r i e s  an d O th e r  B e n e f i t s

The  E x e c u t iv e  B ra n ch  h a s  m ad e c o n s i d e r a b l e  e f f o r t  to  e f f e c t  
c h a n g e s  in  W orl d  Ban k an d IDB c o m p e n s a ti o n  p ro g ra m s w hic h  h a s  
r e s u l t e d  in  e x t e n s i v e  r e v ie w s  and  s t u d i e s  w i th in  th e  b a n k s . 
C o n s u l t a n t s  r e t a i n e d  by  t h e  m a jo r  d o n o r  g o v e rn m e n ts  fo und  t h a t

V  th e  c u r r e n t  m eth od  o f  c o m p u ti n g  ta x  r e im b u rse m e n ts  f o r  U .S .
e m p lo y e e s  r e s u l t s  i n  o v e rc o m p e n s a t io n  and  re co m m en de d t h a t  a 
d i f f e r e n t  a p p ro a c h  be  e s t a b l i s h e d .  Th e s o - c a l l e d  K afk a  
C o m m it te e , f o l lo w in g  r e v ie w  o f  b o th  W orld Ba nk  an d IMF pay  
s t r u c t u r e s ,  s u b m i t t e d  a r e p o r t  in  J a n u a r y  19 79  re co m m endin g  
t h a t  p r o f e s s i o n a l  c o m p e n s a ti o n  b e  b a se d  on  a c o m p o s it e  o f  t h e  
U .S . c i v i l  s e r v i c e  an d th e  p r i v a t e  s e c t o r ,  w i th  a 10 p e r c e n t  
pre m iu m  ad d ed  to  a s s u r e  q u a l i t y  an d t o  a t t r a c t  e m p lo y e e s  fr om  
h i g h - s a l a r i e d  c o u n t r i e s .  No c o m p o s it e  b a s e  wa s e s t a b l i s h e d  
by  t h e  K afk a C om m it te e  an d a t  t h e  ti m e  o f  th e  w r i t i n g  o f  t h i s  
r e p o r t ,  t h e  B o ard  o f  D i r e c t o r s  o f  th e  W or ld  Bank  had  n o t  a c t e d  
on  t h e  re c o m m e n d a ti o n s . IDB i s  e x p e c te d  t o  fo l lo w  t h e  d i r e c t i o n  
o f  th e  W orl d  Ban k on th e  c o m p e n sa ti o n  i s s u e .  S e t  f o r t h  in  th e  
d e t a i l s  o f  t h i s  r e p o r t  i s  a l i s t i n g  o f  th e  U .S . c i v i l  s e r v i c e  
g r a d e s .  W orld Ban k g r a d e s ,  an d a p a y l i n e  o f  p r i v a t e  i n d u s t r y  
r e p o r t e d  in  t h e  a n n u a l  s tu d y  c o n d u c te d  by th e  O f f i c e  o f  
P e r s o n n e l  M an ag em en t a s  a g u id e  t o  th e  P r e s i d e n t  in  m ak in g  
re c o m m e n d a ti o n s  f o r  a d ju s tm e n ts  i n  c i v i l  s e r v i c e  s a l a r i e s .
A ls o  s e t  o u t  a r e  th e  m o st r e c e n t  a v a i l a b l e  s a l a r y  s c a l e s  o f  
e a c h  I F I .

F r in g e  b e n e f i t s  r e p r e s e n t  2 5 .5  p e r c e n t  o f  th e  W orld B a n k 's  
FY 19 79  a d m i n i s t r a t i v e  b u d g e t  and  23  p e r c e n t  an d 1 9 .4  p e r c e n t ,  
r e s p e c t i v e l y ,  o f  th e  IDB an d ADB a d m i n i s t r a t i v e  b u d g e t s .  Th e 
s i n g l e  l a r g e s t  b e n e f i t  c o s t  i s  em p lo y ee  p e n s io n  p l a n s  an d th e  
se c o n d  l a r g e s t  i s  th e  ta x  r e im b u rs e m e n t  w h ic h  i s  d e s ig n e d  to  
e q u a l i z e  o r  e l i m i n a t e  th e  e f f e c t s  o f  a s s o r t e d  n a t i o n a l  ta x  
s t r u c t u r e s  on  s t a f f  m em ber s— p r i m a r i l y  a p p l i c a b l e  t o  U .S . 
e m p lo y e e s . N e a r ly  50 p e r c e n t  o f  e m p lo y e e s  e l i g i b l e  f o r  t a x  
re im b u rs e m e n t r e c e iv e d  am o u n ts  in  e x c e s s  o f  t h e i r  a c t u a l  t a x e s

* p a id  on t o t a l  f a m i ly  in co m e , w i th  th e  a v e ra g e  am ount o f  su c h
e x c e s s  b e in g  o v e r  $ 2 ,3 0 0 . U .S . e m p lo y e e s  a t  ADB r e c e i v e  no  
ta x  r e im b u rs e m e n t p a y m e n ts  a n d , in  f a c t ,  t h e i r  r e m u n e r a t io n  
i s  l e s s  th a n  o t h e r  ADB n a t i o n a l s  and  l e s s  th a n  o t h e r  U .S .
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G o v ern m en t e m p lo y e e s  in  M a n il a  b e c a u s e  o f  r e c e n t  c h a n g e s  int h e  U .S . t a x  c o d e . To  d a t e ,  th e  T r e a s u r y  D e p a r tm e n t h a s  n o tp ro p o s e d  t o  th e  C o n g re s s  a s o l u t i o n  to  th e  p e c u l i a r  s i t u a t i o na p p l i c a b l e  t o  U .S . e m p lo y e e s  a t  ADB.

E ac h  o f  th e  I F I s ,  u s in g  a s s o r t e d  m e th o d s  o f  c a l c u l a t i o n ,  p r o v id e s  a d e p e n d e n c y  a l lo w a n c e  d e s ig n e d  to  a f f o r d  s t a f f  m em ber s a d d i t i o n a l  in co m e on  b e h a l f  o f  d e p e n d e n ts — th e  p u rp o s e  b e in g  t o  r e p l i c a t e  n a t i o n a l  in co m e ta x  p r o c e d u r e s  w h ic h  r e s u l t  in  h ig h e r  a f t e r - t a x  in co m es to  m a r r ie d  p e r s o n s  w i th  d e p e n d e n t s .

As o f  J u n e  3 0 , 1 9 7 8 , th e  W or ld  Bank  had  66 9 h o u s in g  lo a n s  to  e m p lo y e e s  t o t a l i n g  $ 6 .1  m i l l i o n  o u t s t a n d in g  and  26 2 o t h e r  .l o a n s  t o  e m p lo y e e s  t o t a l i n g  $ 1 .3  m i l l i o n .  H o u sin g  lo a n s  a r em ad e f o r  a maxim um p e r io d  o f  12  y e a r s  an d th e  i n t e r e s t  r a t e  i s  t h e  sa m e a s  t h a t  c h a rg e d  by th e  F e d e r a l  H o u sin g  A d m in is t r a t i o n .  IDB h o u s in g  lo a n s  a r e  made fr om  th e  S t a f f  R e ti r e m e n t  P la n  and  a r e  c o n s id e r e d  a  p a r t  o f  t h e  in v e s tm e n t  p o r t f o l i o  o f  t h a t  P la n — th e  o u t s t a n d i n g  b a la n c e  a s  o f  O c to b e r  3 1 , 1 9 7 8 , was $ 4 3 2 ,3 1 8 . ADB d o e s  n o t  make h o u s in g  lo a n s  b u t  d o e s  p r o v id e  s a l a r y  a d v a n c e s  on w h ic h  i n t e r e s t  i s  c h a r g e d .  O th e r  m is c e l l a n e o u s  b e n e f i t s  in c lu d e  e d u c a t i o n  g r a n t s ,  sp o u s e  t r a v e l  on  b u s i n e s s  t r i p s ,  an d r e c r e a t i o n a l  an d m ea l s u b s i d i e s .
L o an s A f f e c t i n g  C e r t a i n  C o m m o d it ie s

S in c e  t h e  p a s s a g e  o f  l e g i s l a t i o n  in  O c to b e r  19 77  r e q u i r i n g  o p p o s i t i o n  by  U .S . E x e c u t iv e  D i r e c t o r s  t o  lo a n s  e s t a b l i s h i n g  o r  e x p a n d in g  p r o d u c t io n  f o r  e x p o r t  o f  palm  o i l ,  s u g a r ,  o r  c i t r u s  c r o p s  i f  su c h  lo a n s  w i l l  c a u s e  i n j u r y  to  U .S . p r o d u c e r s ,  s p e c i a l  a n a l y s e s  h a v e  b e e n  mad e by t h e  T r e a s u r y  D e p a rtm e n t o f  a l l  su c h  lo a n  p r o p o s a l s  a r i s i n g  in  t h e  I F I s .  In  FY 1 9 7 8 , t h e  r e s u l t  was  an  i n s t r u c t i o n  t o  t h e  U .S . E x e c u t iv e  D i r e c t o r s  t o  o p p o se  tw o W orl d  Ban k lo a n  p r o p o s a l s  (o n e  t o  S w a z il a n d  in v o lv in g  s u g a r  an d o ne  t o  M a la y s ia  i n v o lv in g  p a lm  o i l ) .  N e i th e r ,  o f  c o u r s e ,  r e s u l t e d  in  d i s a p p r o v a l  o f  t h e  lo a n  p r o p o s a l s .  R evie w  o f  m in u te s  o f  d i s c u s s i o n s  s u r r o u n d in g  th e  tw o n e g a t i v e  v o t e s  sh ow s n o t  o n l y  a l a c k  o f  sy m p a th y  f o r  t h e  U .S . p o s i t i o n  b u t  a c o u n te r p r o d u c t i v e  r e a c t i o n  on  th e  p a r t  o f  o t h e r  E x e c u ti v e  D i r e c t o r s  to  U .S . e f f o r t s  t o  i n j e c t  p o l i t i c a l  a n d /o r  p r o t e c t i o n i s t  a t t i t u d e s  i n t o  t h e  lo a n  d i s c u s s i o n s .  R ev ie w  o f  th e  I F I  p i p e l i n e s  o f  p r o j e c t s  in  v a r i o u s  s t a g e s  o f  p r o c e s s in g  to w a rd  n e g o t i a t i o n  an d a p p r o v a l  i n d i c a t e s  no  c u r t a i l m e n t  o f  p r o j e c t s  i n v o lv in g  th e  t h r e e  commodi t i e s .  IF I  m an agem ent o f f i c i a l s  o b s e r v e  t h a t  th o u g h  th e y  a r e  c o n c e rn e d  w ith  t h e  w is h e s  o f  t h e  U n it e d  S t a t e s ,  a t t e m p t s  by  an y mem be r t o  i n j e c t  p a r o c h i a l  im p e d im e n ts  t o  th e  q u e s t i o n  o f  who g e t s  l e n d in g  an d f o r  w ha t w ould  o n ly  l e a d  t o  a l l  c o u n t r i e si n t e r p o s i n g  o b j e c t i o n s  t o  s a f e g u a r d  t h e i r  own i n t e r e s t s .  «
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Human R ig h ts

Th e C h r is to p h e r  G ro u p , a c t in g  in  an a d v is o ry  c a p a c it y  t o  T re a s u ry  on  human r i g h t s  q u e s t io n s  in v o lv e d  in  any I F I  lo a n  
p ro p o s a l,  r e v ie w s  each lo a n  p ro p o s a l to w a rd  t h a t  e n d . T he re  a re  no  fo rm a l m in u te s  o f  th e  G ro u p ’ s m e e ti n g s  and no  e s ta b 
li s h e d  g u id e l in e s  o r  c r i t e r i a  by w h ic h  s ta n d a rd s  o f  human 
r i g h t s  b e h a v io r  a re  gauge d o r  by w h ic h  can be  ju d g e d  th e  
e x te n t  a p r o je c t  m eets  b a s ic  human needs so  as  to  o u tw e ig h  th e  u n a c c e p ta b le  hum an r i g h t s  re c o rd  o f  a c o u n tr y .  A consensus 
o f  v ie w s  i s  announce d by th e  C ha irm an on  each  d is c u s s io n .  No c o u n tr y  has been c h a ra c te r iz e d  as a g ro s s  and c o n s is te n t  
v i o l a t o r  o f  hum an r i g h t s  in asm uch as  b o th  th e  S ta te  D e p a rt m e n t4 and th e  C h r is to p h e r  G ro up w an t to  r e t a in  c o m p le te  f l e x i b i l i t y
in  e v a lu a t in g  a c o u n t r y 's  r e c o rd  a t  any g iv e n  p o in t  in  t im e .  T hu s , a U .S . E x e c u t iv e  D i r e c t o r  may be  in s t r u c te d  t o  oppose a 
lo a n  to  a hum an r i g h t s  v i o l a t o r  w h ic h  m ee ts  b a s ic  human needs and on  th e  sam e d a y  v o te  to  a p p ro v e  a lo a n  to  a n o th e r  humanV  r i g h t s  v i o l a t o r  w h ic h  has no  e le m e n t o f  m e e ti n g  b a s ic  human
needs— th e  a p p a re n t c a p r ic io u s n e s s  o f  such  a c t io n s  has le d  to  
c r i t i c i s m s  o f  th e  U .S . p o s i t io n  by  o th e r  E x e c u t iv e  D ir e c to r s  o f  th e  I F I s .

Fro m O c to b e r  3 , 1977, th ro u g h  De ce mbe r 3 1 , 1978, 23 
n e g a t iv e  v o te s  w ere  c a s t  an d 22  a b s te n t io n s  re c o rd e d  by  U .S . 
E x e c u t iv e  D i r e c to r s  in  th e  I F I s  on human r i g h t s  g ro u n d s ; o f  c o u rs e ,  a l l  o f  th e  lo a n  p ro p o s a ls  were  a p p ro v e d . D u r in g  t h a t  
same p e r io d ,  35 U .S . a p p ro v a l v o te s  w ere  c a s t  on  lo a n  p ro p o s a ls  to  th e  same 14 c o u n t r ie s  in v o lv e d  in  th e  n e g a t iv e  and a b s te n t io n  v o t in g .  E x c e p t f o r  Ug an da  and Cam bo dia ( lo a n s  a re  n o t  b e in g  p ro c e s s e d  f o r  th em  because o f  t h e i r  o v e r a l l  p o l i c ie s  a d v e rs e ly  
a f f e c t i n g  th e  econom ic  v i a b i l i t y  o f  t h e i r  d e v e lo p m e n t) , p ip e l in e s  o f  th e  I F I s  sh ow  lo a n s  a re  b e in g  p ro ce sse d  fo rw a rd  n o t 
o n ly  f o r  th e  a fo re m e n ti o n e d  14 c o u n t r ie s  b u t  f o r  v i r t u a l l y  
a l l  c o u n t r ie s  t h a t  m ig h t  be  c o n s id e re d  to  ha ve  hum an r ig h t s  p ro b le m s .

W h il e  th e re  has be en  some s u p p o r t  f o r  th e  U .S . p o s i t io n  
on hum an r i g h t s  among v a r io u s  E x e c u t iv e  D ir e c t o r s ,  re v ie w  o f  
m in u te s  o f  Board  m e e ti n g s  a t  th e  I F I s  co nveys  no  im p re s s io n  t h a t  th e  cause  o f  hum an r i g h t s  i s  b e in g  adva nce d in  th e  
o p p o s i t io n  e x p re s s e d  by th e  U .S . r e p r e s e n ta t iv e s .  The U .S . E x e c u t iv e  D ir e c to r s  a re  c h id e d  by  b o th  man ag em en t and o th e r  
E x e c u t iv e  D i r e c to r s  f o r  a t te m p t in g  to  i n t e r j e c t  U .S . p o l i t i c a l  c o n s id e ra t io n s  c u r r e n t l y  in  vogue in  p u r s u i t  o f  f o r e ig n  p o l i c y  
o b je c t iv e s .  As a r e s u l t ,  on e U .S . E x e c u t iv e  D ir e c to r  ha s 
ad o p te d  a p r a c t ic e  o f  n o t  a n n o u n c in g  th e  b a s is  o f  h is  o p p o s i t io n  a t  B oard  m e e t in g s .

*
To  in f lu e n c e  o th e r  g o ve rn m e n ts  in  s u p p o r t in g  th e  U .S . 

p o s i t io n  on  hum an r i g h t s ,  m is s io n s  have  be en  s e n t to  Ca nada  
and Euro pe f o r  d is c u s s io n s  w i t h  h ig h - le v e l  o f f i c i a l s .  The U .S .

x i



‘ 20

G o v e rn o r  t o  th e  I F I s  a l s o  h a s  i n i t i a t e d  d i s c u s s i o n s  w it h  o t h e rIF I  G o v e r n o rs  a s  w e l l  a s  w it h  o t h e r  g o v e rn m e n ta l r e p r e s e n t a t i v e sto  s e e k  s u p p o r t  in  p r o p o s in g  c h a r t e r  am en dm en ts  t o  a p p ly
human r i g h t s  c o n s i d e r a t i o n s  in  a p p r a i s a l  o f  p r o j e c t s .  Su cha c h a n g e  w ould  r e q u i r e  a g re e m e n t o f  a m a j o r i t y  o f  mem berc o u n t r i e s  a s  t o  w h at c o n s t i t u t e s  a c c e p t a b l e  huma n r i g h t s
c o n d i t i o n s  and  by  w hos e j u d i c i a l  s t a n d a r d s  t h a t  sh o u ld  beju d g e d . T h e re  i s  a s t r o n g  b o d y  o f  o p in io n  t h a t  an y a t te m p tto  amend th e  IF I  c h a r t e r s  a lo n g  su ch  l i n e s  w ou ld  f a i l  an d am or e s a t i s f a c t o r y  s o l u t i o n  w o u ld  be  a c c e p t a n c e  by mem berg o v e rn m e n ts  t h a t  th e  human r i g h t s  q u e s t io n  r e a l l y  e n c o m p a sse sb a s i c  e co n o m ic  c o n s i d e r a t i o n s .  Th e i n c l u s i o n  o f  su c h  c o n s id e r a t i o n s  i n t o  lo a n  a p p r a i s a l s  w ould  r e q u i r e  f u n c t i o n s  an dp r o c e d u r e s  c u r r e n t l y  beyon d t h e  I F I s ' c o m p e te n c e . To  d a t e ,  *e f f o r t s  t o  p e rs u a d e  a d o p t io n  o f  su c h  a c o u r s e  o f  a c t i o n  h ave  n o t  m et  w it h  r e s o u n d in g  s u c c e s s .

A s s i s t a n c e  to  th e  P o o r

VS i n c e  1 9 7 3 , th e  I F I s  h a v e  b een  d e v e lo p in g  s t r a t e g i e s  an d r e d i r e c t i n g  s e c t o r a l  le n d in g  (f ro m  t r a d i t i o n a l  i n f r a s t r u c t u r e  p r o j e c t s  t o  th e  s o - c a l l e d  "n ew  s t y l e "  o r  s o c i a l  p r o j e c t s )  in  e a r n e s t  e f f o r t s  t o  d e v o te  a g r e a t e r  s h a r e  o f  le n d in g  to  p o o r e r  LDCs an d t o  th e  p o o r e s t  se g m e n ts  w i t h in  LDCs— th e  W or ld  Ba nk  h a s  le d  in  su c h  e f f o r t s .  Th e ch a n g e  in  e m p h a s is  in  l e n d i n g ,  p r i m a r i l y  to w ard  a g r i c u l t u r e  b u t  a l s o  in c lu d in g  n u t r i t i o n ,  h e a l t h ,  p o p u la t i o n ,  r u r a l  and  u rb an  d e v e lo p m e n t , an d e d u c a t io n ,  sh ow s m ar ked  in c r e a s e s  amon g a l l  o f  th e  I F I s .  Some 800 m i l l i o n  p e o p le  s t i l l  l i v e  in  a b s o lu t e  p o v e r t y  an d p r o j e c t i o n s  to  th e  y e a r  200 0 do n o t show  s u b s t a n t i a l  r e l i e f .  Th e e v id e n c e  i s  c l e a r  i n s o f a r  a s  th e  e f f o r t s  t h a t  h a v e  b een  ma de b y th e  I F I s  a r e  c o n c e r n e d — i t  i s  m ix ed w it h  r e s p e c t  to  r e s u l t s  o b t a in e d .

Of th e  p r o j e c t s  s e l e c t e d  f o r  s i t e  v i s i t s  b y  th e  I n v e s t i g a t i v e  S t a f f ,  36 w e re  e i t h e r  d e s ig n e d  p r i m a r i l y  t o  b e n e f i t  th e  p o o r e s t  p e o p le  o f  th e  c o u n t r y  o r  c o n ta in e d  s u b s t a n t i a l  
se g m e n ts  a l l e g e d l y  s o  d i r e c t e d .  G e n e r a l l y ,  t h e s e  p r o j e c t s  w ere  b e in g  d i l i g e n t l y  p u rsu e d  b y l o c a l  p r o j e c t  m a n ag e rs  and  s t a f f  to w a rd  th e  o b j e c t i v e s  s e t  an d th e  f a i l u r e s  e n c o u n te r e d  w ere  o u tw e ig h e d  b y th e  a c c o m p li sh m e n ts  b e in g  a c h ie v e d .  Some ha d f a l l e n  f a r  s h o r t  o f  a p p r a is e d  e s t i m a t e s  a s  t o  th e  nu mber an d t y p e  o f  s u b le n d e r  t o  b e  r e a c h e d ,  i . e . ,  fa r m e r s  t o  whom 
s u b lo a n s  w e re  made w e re  r e l a t i v e l y  p r o s p e r o u s ;  o t h e r s  w ere  r e a c h in g  th e  r u r a l  o r  u rb an  p o o r e s t  o f  th e  p o o r . E xam p le s 
o f  b o th  s i t u a t i o n s  a r e  s e t  f o r t h  in  th e  d e t a i l s  o f  th e  r e p o r t .Th e n e w - s t y le  p r o j e c t s  s u f f e r  h ig h e r - th a n - n o r m a l im p le m e n ta ti o n  d e l a y s  an d l o c a l  b u d g e ta r y  p r o b le m s , p r i n c i p a l l y  b e c a u s e  o f  th e  l a c k  o f  i n s t i t u t i o n a l  c a p a b i l i t y  w i t h in  th e  LDCs an d th e  m u l t i f a c e t e d  a d m i n i s t r a t i o n  o f  th e  p ro gra m s s p r e a d  among a •nu mbe r o f  m i n i s t r i e s .
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Fundamentally, poverty is a product of the economic, social 
and political realities of a country. Improvement, which 
requires change in the redistribution of wealth and influence, 
is a long process. The post evaluation of the new-style 
projects has barely begun and it will really be years hence 
before evaluators can come to grips with the total effect of 
the projects offering new horizons for the poor within a 
country, region, or sector. There is no perfect understanding 
of the appropriate mix of projects within a given country 
among those stressing alleviation of poverty and those 
emphasizing acceleration of economic growth. Statistical 
information gathered on the plight of the poorest 40 percent 
of a country's population is unrealiable and no satisfactory

4 means have been devised to measure the overall effects of the
new-style projects upon that poorest segment whose share of 
per—capita income appears to be remaining static or worsening. 
One former IFI official observed that while a lot of money is 
being spent on the new-style projects, there exists no real

V  proof that the poorest of the poor are being reached or that
the long-range goals are being achieved.
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I .  INTRODUCTION

A. D i r e c t i v e

By d i r e c t i v e  d a te d  D ec em be r 5 , 1 9 77 , th e  C om m it te e  
r e q u e s t e d  t h a t  a r e v ie w  be  made o f  th e  o p e r a t i o n s  o f  th e  
I n t e r n a t i o n a l  F i n a n c i a l  I n s t i t u t i o n s  ( I F I s )  w h ic h  r e c e iv e  U n it e d  S t a t e s  c o n t r i b u t i o n s .  Th e C om m it te e  i n s t r u c t e d  t h a t  
th e  i n q u i r y  b e  fo c u s e d  u p o n , th o u g h  n o t  n e c e s s a r i l y  l i m i t e d  t o ,  th e  f o l lo w in g  d e t e r m i n a t i o n s :

(1 )  W h eth er t h e  IF Is*  o p e r a t i o n s  s h o u ld  n o t  be  p u b l i c l y  4 a c c o u n ta b l e  in  th e  sa me wa y t h a t  t h e  o p e r a t i o n s  o f
th e  U .S . G o v e rn m en t,  i n c lu d in g  th e  C o n g re s s , a r e  
a c c o u n ta b l e — th ro u g h  a u d i t s ,  open  p r o c e e d in g s ,  an d 
d i s c l o s u r e s ;

V  (2 )  How e f f i c i e n t l y  an d e c o n o m ic a l ly  th e  I F I s  a r e  a d m in is 
t e r e d ,  w i th  a t t e n t i o n  t o  th e  s i z e  an d l o c a t i o n  o f  
s t a f f s ,  s a l a r i e s  an d f r i n g e  b e n e f i t s  p a id  m an ag em en t 
and  s t a f f s ,  an d th e  q u a l i f i c a t i o n s  an d c o n f l i c t s  o f  
i n t e r e s t  o f  m an ag em en t an d s t a f f s ;

(3 ) Th e e x t e n t  o f  a s s i s t a n c e  b e in g  u sed  to  s u b s id i z e  th e  
p r o d u c t io n  o f  c o m m o d it ie s  t h a t  c o u ld  i n j u r e  U .S . p r o d u c e r s  by  e n a b l in g  t h e  c o u n t r i e s  r e c e iv i n g  lo a n s
an d c r e d i t s  t o  co m p e te  w i th  U .S . -p ro d u c e d  g o o d s , 
e i t h e r  in  U .S . o r  f o r e i g n  m a r k e ts ;

(4 )  Th e a m o u n ts  o f  m u l t i l a t e r a l  a s s i s t a n c e  c h a n n e le d  t o  
d i c t a t o r s h i p s ,  b o th  l e f t  an d r i g h t  w in g , w h ic h  a r e  
g r o s s  v i o l a t o r s  o f  huma n r i g h t s  o r  a r e  h o s t i l e  to  
t h e  U n it e d  S t a t e s ,  an d t h e  m e a su re s  b e in g  u se d  to  
s t o p  su c h  f lo w s ;  an d

(5 )  The  e x t e n t  t o  w h ic h  m u l t i l a t e r a l  a s s i s t a n c e  i s  
r e a c h in g  t h e  v e r y  p o o r ;  i . e . ,  th e  p o o r  p e o p le  w i th in  p o o r  c o u n t r i e s .

B . S c o p e  o f  I n q u i r y

At  th e  O f f i c e  o f  th e  A s s i s t a n t  S e c r e t a r y  f o r  I n t e r n a t i o n a l  A f f a i r s  (OA SIA) o f  t h e  U .S . D e p a rtm e n t o f  th e  T r e a s u r y  and  a t  
th e  h e a d q u a r te r s  o f f i c e s  o f  e a c h  o f  th e  I F I s ,  a p p r o p r i a t e  
o f f i c i a l s  an d s t a f f  w ere  in te r v ie w e d  an d f i l e  m a t e r i a l  re v ie w e d  w i th in  th e  l i m i t a t i o n s  im pose d w ith  r e s p e c t  to  a c c e s s  t o  f i l e  m a t e r i a l .  Th e I n v e s t i g a t i v e  S t a f f  v i s i t e d  11 c o u n t r i e s  w h ere•  66  p r o j e c t s  w ere  e x a m in e d , in c lu d in g  i n te r v i e w s  c o n c e r n in g
th e  p r o j e c t s  w i th  I F I  s t a f f  a t  h e a d q u a r te r s  an d in  th e  f o r e i g n  c o u n t r i e s  i f  a v a i l a b l e ,  a s  w e l l  a s  l o c a l  p r o j e c t  m a n a g e rs , 
g o v e rn m e n ta l  o f f i c i a l s ,  an d l o c a l  s u b b o r ro w e rs  a n d /o r

1



24

b e n e f i c i a r i e s  in  some  c a s e s .  Many o f  th e  66 p r o j e c t s  c o v e re dm u l t i p l e  lo a n s  f o r  f o l lo w - o n  p u r p o s e s  to  c o n t in u e  d e v e lo p m e n to f  t h e  p r o j e c t .  Th e p r o j e c t s  s e l e c t e d  f o r  e x a m in a t io n  c o v e re da  w id e  c r o s s  s e c t i o n  o f  s e c t o r s  th o u g h  e m p h a s is  was  p la c e dupon  p r o j e c t s  d e s ig n e d  t o  a id  th e  p o o r . Th e c o u n t r i e s  v i s i t e dw ere  H o n d u ra s , B o l i v i a ,  C o lo m b ia , I n d i a ,  P a k i s t a n ,  M a la y s ia ,I n d o n e s i a ,  P h i l i p p i n e s ,  I v o r y  C o a s t ,  M a la w i,  an d K en y a . I twas  n e c e s s a r y  t o  s h a r p l y  c u r t a i l  th e  v i s i t  to  Ken ya  b e c a u seo f  t h e  c o in c id e n c e  o f  th e  d e a th  o f  P r e s i d e n t  K e n y a t ta  w h i let h e r e .  A ls o , d u r in g  t h e  c o u r s e  o f  th e  s tu d y ,  o f f i c i a l s  o fth e  U .S . A ge nc y f o r  I n t e r n a t i o n a l  D ev elo p m en t (US AID ) inW a s h in g to n , D .C . an d a b ro a d  an d o t h e r  p e r s o n s  f a m i l i a r  w it hth e  o p e r a t i o n s  o f  th e  I F I s  w i t h in  th e  U .S . G o v ern m en t an d -o u t s i d e  w ere  i n te r v i e w e d .

Th e I F I s  in c lu d e  th e  W orl d  Ba nk  G ro u p , i . e . ,  t h e  I n t e r n a t i o n a l  Ba nk  f o r  R e c o n s t r u c t i o n  an d D ev elo p m en t (I B R D ),  th e  I n t e r n a t i o n a l  D ev elo p m en t A s s o c ia t io n  (I D A ),  an d th e  I n t e r n a t i o n a l  F in a n c e  C o r p o r a t io n  ( IF C ) ; th e  I n te r - A m e r ic a n  D ev e lo p m en t Ba nk  (I D B );  t h e  A s ia n  D ev elo p m en t Ba nk  (AD B); an d th e  A f r i c a n  D ev elo p m en t Fu nd  (A fD F).  In  v ie w  o f  th e  c o n s i d e r a b ly  lo w e r  l e v e l s  o f  fu n d in g  f o r  lo a n s  and  c r e d i t s  in  IFC an d AfDF an d th e  f a c t  t h a t  t h e  U n it e d  S t a t e s  i s  n o t  a mem be r o f  th e  A f r i c a n  D ev e lo p m en t B an k, th e  s tu d y  was  fo c u se d  m ore  upon IBRD, IDA , ID B,  an d ADB. T h ro u g h o u t t h e  r e p o r t ,  u se  o f  th e  te rm  W or ld  Ba nk  w i l l  d e n o te  th e  t h r e e  i n s t i t u t i o n s  fo rm in g  i t s  co m p le x ; when n e c e s s a r y  t o  r e f e r  t o  a s i n g l e  i n s t i t u t i o n  f o r  c l a r i t y ,  i t s  own d e s i g n a t i o n  i s  u se d  (IB RD ,IDA,  o r  IF C ) .

Doc um en t C l a s s i f i c a t i o n s

The  I F I s  u t i l i z e  v a r io u s  c l a s s i f i c a t i o n s  t o  c o n t r o l  a c c e s s ,  d i s s e m i n a t i o n ,  an d u se  o f  d o c u m e n ta ry  m a t e r i a l ,  e . g . ," C o n f i d e n t i a l , "  " S t r i c t l y  C o n f i d e n t i a l , "  " R e s t r i c t e d , "  "F o r O f f i c i a l  Us e O n ly ,"  an d "N ot f o r  P u b l i c  U se ."  Th e c l a s s i f i c a t i o n  s y s te m s ,  o f  c o u r s e ,  a r e  n o t  d i r e c t l y  r e l a t e d  to  U n i te d  S t a t e s  c l a s s i f i c a t i o n s  f o r  s e c u r i t y  p u r p o s e s  u n d e r  a p p l i c a b l e  e x e c u t iv e  o r d e r s  and  th e s e  i n t e r n a l  c l a s s i f i c a t i o n s  d id  n o t  i n h i b i t  th e  I n v e s t i g a t i v e  S t a f f ' s  a c c e s s  t o  d o c u m e n ta ry  m a t e r i a l .  U .S . a g e n c i e s ,  in  d i s t r i b u t i n g  IF I  d o c u m e n ts  o r  m a t e r i a l  dra w n t h e r e f r o m ,  a s s i g n  th e  IF I  c l a s s i f i c a t i o n  so  t h a t  c a u t i o n  may be  e x e r c i s e d  t o  a v o id  p u b l i c  d i s c l o s u r e s  w h ic h  may  c a u s e  eco n o m ic  e m b a rra s sm e n t o r  d i s a d v a n ta g e  to  a mem be r c o u n t r y  an d to  r e c o g n iz e  th e  i m p l i c i t  a s s u m p t io n  t h a t  r e l e a s e  o f  th e  m a t e r i a l  b y  th e  IF I  i s  o n ly  f o r  i n t e r n a l  use  by  th e  U .S . a g e n c y  o r  o t h e r  a g e n c ie s  t o  w h ic h  i t  may bed i s s e m in a t e d .  E x e c u ti v e  O rd e r  12 06 5 r e q u i r e s  r e t e n t i o n  o f  «.th e  o r i g i n a l  c l a s s i f i c a t i o n  d e s i g n a t i o n  t o  e n s u r e  a d e g re e  o f  p r o t e c t i o n  e q u i v a l e n t  t o  t h a t  r e q u i r e d  by th e  e n t i t y  f u r n i s h i n g  th e  i n f o r m a t io n .
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A lt h o u g h  c o n s i d e r a b l e  m a t e r i a l  h e r e in  i s  dr aw n from  
d o cu m en ts  s o  c l a s s i f i e d  b y  th e  I F I s ,  t h i s  r e p o r t  i s  n o t b e in g  
c l a s s i f i e d  in  v ie w  o f  th e  d i f f e r e n t  c r i t e r i a  u se d  by th e  
v a r i o u s  I F I s  an d t h e  l a c k  o f  an y s i n g l e  a p p l i c a b l e  c l a s s i 
f i c a t i o n  a s s i g n a b l e .  H ow ev er,  due c o n s i d e r a t i o n  s h o u ld  be  
g iv e n  th e  u n d e r ly in g  r e a s o n s  f o r  su c h  c l a s s i f i c a t i o n  p ro 
c e d u r e s  t o  a v o id  u n n e c e s s a r y  je o p a r d y  t o  th e  e co n o m ic  p o s t u r e  o f  a memb er c o u n t r y  and  t o  U .S . r e l a t i o n s h i p s  w it h  i n t e r n a t i o n a l  i n s t i t u t i o n s .

In  a d d i t i o n  t o  th e  c l a s s i f i c a t i o n  p r o c e d u r e s ,  th e  I F I s  
h a v e  o t h e r  d e v i c e s ,  su ch  a s  c o l o r  c o d in g  o f  d o cu m e n ts , w hic h 
p r e v e n t  th e  f lo w  o f  c e r t a i n  t y p e s  o f  d o cu m en ts  t o  th e  Boa rd  
o f  E x e c u t iv e  D i r e c t o r s — t h e s e  d e v i c e s ,  w h ic h  a l s o  p r e c lu d e d  
a c c e s s  b y  th e  I n v e s t i g a t i v e  S t a f f ,  w i l l  be  d e a l t  w it h  in  th e  
s e c t i o n  o f  th e  r e p o r t  d i s c u s s i n g  a c c o u n t a b i l i t y  q u e s t i o n s .

C o n s t r a i n t s
V

A t e a c h  o f  th e  I F I s ,  th e  I n v e s t i g a t i v e  S t a f f  w ork ed  th ro u g h  th e  U .S . r e p r e s e n t a t i v e s  ( E x e c u t iv e  D i r e c t o r s  a n d /o r t h e i r  
a l t e r n a t e s )  a r r a n g in g  f o r  i n t e r v i e w s  an d r e q u e s t in g  d o cu m e n ts . G e n e r a l l y ,  m a t e r i a l  n o r m a ll y  a v a i l a b l e  t o  th e  E x e c u t iv e  
D i r e c t o r s  was  a v a i l a b l e  t o  th e  I n v e s t i g a t i v e  S t a f f .  M a t e r ia l  
n o t n o r m a ll y  a v a i l a b l e  i s  t r e a t e d  l a t e r  u n d er  th e  d i s c u s s i o n  
o f  a c c o u n t a b i l i t y .  E x c e p t io n s  w ere  e n c o u n te r e d  to  su ch  
a v a i l a b i l i t y .  F or e x a m p le , a t  th e  W or ld  Ba nk  a r e p o r t  wa s 
d i s t r i b u t e d  t o  E x e c u t iv e  D i r e c t o r s  w it h  comm ent r e f e r r i n g  to  
a n o th e r  r e p o r t  w h ic h  w ould  be  a v a i l a b l e  up on  r e q u e s t — th e  
I n v e s t i g a t i v e  S t a f f  r e q u e s te d  i t  an d i t  was  d e n ie d  to  th e  
U .S . E x e c u t iv e  D i r e c t o r .  On th e  o t h e r  h a n d , a t  th e  W or ld  
Ban k an d ADB i n t e r n a l  a u d i t  r e p o r t s  w ere  made a v a i l a b l e  up on  
r e q u e s t  o f  th e  I n v e s t i g a t i v e  S t a f f  th o u gh  th e y  a r e  n o t n o r m a ll y  
d i s t r i b u t e d  t o  E x e c u t iv e  D i r e c t o r s — a t  IDB t h e y  w ere  d e n ie d .

A t th e  W or ld  B an k , ADB, an d AfDF  i n t e r v i e w s  o f  m an ag em en t 
o f f i c i a l s  an d s t a f f  a t  t h e i r  own o f f i c e s  w ere  a c c o m p li s h e d  
w it h  e a s e ;  a t  IDB a l l  i n t e r v i e w s  had t o  be c o n d u c te d  in  th e  
o f f i c e s  o f  th e  U .S . E x e c u t iv e  D i r e c t o r  an d on  o c c a s io n  w ere  
m o n it o re d  b y  th e  U .S . A l t e r n a t e  D i r e c t o r  t h e r e ,  d e s p i t e  
r e q u e s t s  b y  th e  I n v e s t i g a t i v e  S t a f f  n o t t o  e n g a g e  in  su ch  
p r a c t i c e .  The A l t e r n a t e  D i r e c t o r  e x p la in e d  th e  r e s p o n s i b i l i t y  
he  f e l t  to  k e e p  ba nk m an ag em en t f u l l y  in fo rm e d  o f  a s p e c t s  o f  
th e  I n v e s t i g a t i v e  S t a f f ' s  i n q u i r i e s — an a t t i t u d e  n o t e n c o u n te re d  
amon g th e  E x e c u t iv e  D i r e c t o r s  an d A l t e r n a t e s  a t  th e  o t h e r  I F I s .

In g e n e r a l ,  th e  a t t i t u d e s  o f  ba nk m an ag em en t p e r s o n n e l a t  
th e  W or ld  B an k, ADB, an d AfD F to w ard  o p e n n e s s  an d a d e s i r e  to•  f u l l y  in fo rm  th e  U .S . C o n g r e s s  o f  bank p o s i t i o n s  and th e
r e a s o n s  f o r  th em , w i t h in  th e  l i m i t s  o f  e s t a b l i s h e d  g u i d e l i n e s ,  w ere  in  m ar ke d c o n t r a s t  to  th e  a t t i t u d e s  e x p r e s s e d  a t  IDB o f  
l i m i t e d  r e s p o n s iv e n e s s  a s  w e l l  a s  h in d r a n c e s  t o  th e  I n v e s t i g a t i v e
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S t a f f ' s  i n q u i r i e s .  T h ro u g h o u t th e  r e p o r t ,  i t  w i l l  be  n o te dt h a t  th e  more p r e v a l e n t  s p e c i f i c  in s t a n c e s  c i t e d  t o  i l l u s t r a t ep o i n t s  made a r e  th o s e  fr om  W or ld  Ba nk  p r o j e c t s .  Th e r e a s o ni s  n o t  o n ly  b e c a u s e  o f  g r e a t e r  ti m e  d e v o te d  to  th e  l a r g e s tI F I  b u t  a l s o  b e c a u s e  o f  th e  h ig h  d e g r e e  o f  c a n d o r  an d o p e n n e s son  th e  p a r t  o f  i t s  p e r s o n n e l an d o f  a c c e s s  to  Ban k m a t e r ia lth ro u g h  th e  o f f i c e  o f  th e  U .S . E x e c u t iv e  D i r e c t o r .

One o f  th e  mor e s e r i o u s  c o n s t r a i n t s  e n c o u n te r e d  was  th e  r e f u s a l  o f  th e  G over nm en t o f  M ex ic o  to  p e r m it  th e  I n v e s t i g a t i v e  S t a f f  t o  v i s i t  th e  c o u n t r y  t o  d i s c u s s  I F I  p r o j e c t s  an d to  v i s i t  s i t e s .  A f t e r  s e l e c t i n g  a g ro u p  o f  p r o j e c t s  fr om  b o th  IDB  and  th e  W or ld  Ban k a b o u t w h ic h  q u e s t io n s  p e r t i n e n t  to  th e  p o i n t s  o f  th e  d i r e c t i v e  c o u ld  be  r a i s e d  and  in t e r v i e w i n g  p r o j e c t  p e r s o n n e l a t  th e  h e a d q u a r te r s  o f  th o s e  tw o I F I s ,  a r r a n g e m e n ts  w ere  made t o  v i s i t  M exic o  a lo n g  w it h  o t h e r  L a t in  A m eri can  c o u n t r i e s ,  upon  b e in g  a p p r is e d  o f  su c h  i n t e n t i o n ,  th e  G over nm en t o f  M ex ic o  in fo rm ed  th e  U .S . Em ba ss y t h a t  su ch  a v i s i t  was  u n a c c e p ta b le  a s  th e  G ov er nm en t o f  M ex ic o  i s  q u i t e  *s a t i s f i e d  w it h  i n s p e c t i o n / s u p e r v i s o r y  c o n t r o l  m echan is m s o f  th e  I F I s  th e m s e lv e s  and  i t  c a n n o t p e r m it  l e g i s l a t i v e  r e p r e s e n t a t i v e s  o f  on e IF I  c o n t r i b u t o r  t o  i n s p e c t  p r o j e c t s  w it h o u t  p e r m it t in g  a l l  c o n t r i b u t o r s ' l e g i s l a t o r s  t o  do so  w h ic h  i t  i s  n o t p re p a re d  t o  d o .

A lt h o u g h  s u b s e q u e n t ly  th e  U .S . E x e c u t iv e  D i r e c t o r s  o f  th e  W or ld  Ba nk  an d IDB  i n d i c a t e d  t h a t  a f u t u r e  v i s i t  m ig h t be  p o s s i b l e  i f  accom p an ie d  b y one o f  th e  U .S . E x e c u t iv e  D i r e c t o r s  o f  e i t h e r  i n s t i t u t i o n ,  th e  U .S . Em ba ss y in  M ex ic o  re sp o n d e d  t h a t  i t  had r e c e i v e d  no i n d i c a t i o n  o f  an y r e c o n s i d e r a t i o n  o f  th e  G ov er nm en t o f  M e x ic o 's  o p p o s i t i o n  t o  su ch  v i s i t  b y  th e  I n v e s t i g a t i v e  S t a f f .  P e r t i n e n t  m a t e r i a l  g le a n e d  fr om  th e  h e a d q u a r te r  r e v ie w s  o f  c e r t a i n  p r o j e c t s  in  M e x ic o  b e a r in g  up on  q u e s t io n s  o f  a c c o u n t a b i l i t y ,  a l l e g e d  c o n f l i c t s  o f  i n t e r e s t ,  a id  t o  th e  p o o r ,  e t c . ,  w i l l  b e  co mm en ted up on  u n d er th e  a p p r o p r ia t e  t o p i c s  l a t e r  in  th e  r e p o r t .

Th e o v e r r i d i n g  c o n s t r a i n t  i s  th e  i n v i o l a b i l i t y  o f  th e  I F I s '  a r c h i v e s  an d d o c u m e n ts , p u r s u a n t  t o  t h e i r  r e s p e c t i v e  c h a r t e r s  e s t a b l i s h i n g  t h e i r  s o v e r e ig n  c h a r a c t e r  a s  i n t e r n a t i o n a l  i n s t i t u t i o n s .  W it h o u t d i r e c t  a c c e s s  t o  a c c o u n t in g  r e c o r d s  and  a r c h i v a l  d o cu m e n ta ry  an d f i l e  m a t e r i a l  t o  v e r i f y  o r a l  s t a t e m e n ts  an d fo rm a l r e p o r t s  r e n d e r e d , no  m e a n in g fu l,  in d e p th  s tu d y  r e a l l y  c a n  be  a c c o m p li s h e d  w it h  a s s u r a n c e  o f  th e  v a l i d i t y  o f  f i n d i n g s .  U .S . E x e c u t iv e  D i r e c t o r s  f a c e  th e  sa me d ilem m a— a lt h o u g h  t h e y  g i v e  a s s u r a n c e  t h a t  t h e y  h a v e  n o t b e e n  d e n ie d  a n y th in g  t h e y  r e q u e s t ,  th e y  a b id e  b y  th e  g u id e l i n e s  e s t a b l i s h e d  a s  to  w h at  i s  and w h at i s  n o t  a v a i l a b l e  t o  th em  fr om  m an ag em en t.
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I I .  OPERATIONAL MECHANISMS AND INTERRELATIONSHIPS
OF THE INTERNATIONAL FINANCIAL INSTITUTION S

A. O v e rv ie w

E x te n s iv e  d o c u m e n ta t io n  h a s  b e en  s u p p l i e d  th e  C om m it te e  
c o n c e r n in g  t h e  o r i g i n s  an d h i s t o r y  o f  d e v e lo p m e n t o f  th e  
I F I s ,  i n c l u d i n g  G e n e ra l  A c c o u n ti n g  O f f i c e  (GAO ), C o n g r e s s io n a l  
R e se a rc h  S e r v i c e  (C R S ), an d th e  U .S . T r e a s u r y  D e p a rtm e n t 
r e p o r t s  s u b m i t te d  d u r in g  1 9 78 . C o n s e q u e n tl y , t h i s  r e p o r t  i s  
n o t  b e in g  b u rd e n e d  w i th  an  e x t e n s i v e  r e c a p i t u l a t i o n  o f  su ch  
h i s t o r i c a l  d a t a .

S e t  f o r t h  a s  a fr am e  o f  r e f e r e n c e  on th e  f o l lo w in g  p ag e  
i s  a su m m ary o f  b a s i c  f a c t  d a t a  p e r t a i n i n g  to  th e  p r i n c i p a l  
fu n d in g  m ech an is m s o f  t h e  I F I s ,  in c lu d in g  th e  s o - c a l l e d  " s o f t "  
w in dow s o f  c o n c e s s i o n a l  l e n d i n g ;  i . e . ,  IDA,  Fu nd  f o r  S p e c ia l

V  O p e r a t i o n s  (FS O)  o f  IDB,  A s ia n  D ev elo p m en t Fund (ADF) o f  ADB,
an d AfDF . Th e A f r i c a n  D ev elo p m en t Ban k (Af DB ) d a t a  i s  n o t  
in c lu d e d  a s  th e  U n i te d  S t a t e s  i s  n o t  a mem be r o f  t h a t  i n s t i t u t i o n  
an d i t  was  n o t  a p a r t  o f  i n s t a n t  s tu d y  e x c e p t  a s  r e l a t i o n s h i p s  
w i th  i t  b e a r  upon  U .S . i n t e r e s t s  in  Af DF . I n f o r m a t io n  sh ow n 
f o r  th e  W orld Ba nk  G ro up i s  a s  o f  Ju n e  3 0 , 1 9 7 8 , th e  c l o s e  o f  
i t s  f i s c a l  y e a r ;  f o r  th e  r e g i o n a l  i n s t i t u t i o n s  i t  i s  a s  o f  
D ec em be r 3 1 , 1 9 77 , t h e  l a t e s t  p u b l i s h e d  an d a u d i t e d  f i g u r e s  f o r  
th o s e  i n s t i t u t i o n s .  H ow ev er,  th e  U .S . s h a r e  o f  s u b s c r i p t i o n s  
an d v o t in g  pow er  a l l o c a t i o n  i s  a s  o f  Ju n e  3 0 , 1 9 7 8 , f o r  a l l  
I F I s .
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Th e U .S . s h a r e  o f  t o t a l  c a l l a b l e  c a p i t a l  o f  th e  I F I s  a t  
th e  c l o s e  o f  U .S . f i s c a l  y e a r  (F Y) 19 78  am ou nts  to  a p p r o x im a te ly  
$ 1 0 .7  b i l l i o n .  Of t h a t  am ou n t,  $ 5 .7  b i l l i o n  h a s  b een  a p p ro 
p r i a t e d  in  p r i o r  y e a r s  and th e  r e m a in in g  $ 5 .0  b i l l i o n  h as 
n o t .  On T r e a s u r y 's  b o o k s , b o th  a r e  c a r r i e d  fo rw a rd  fr om  y e a r  
to  y e a r  a s  u n o b l ig a t e d  b a l a n c e s ,  th e  fo rm er show n a s  a p p r o p r ia t e d  
an d th e  l a t t e r  a s  a u t h o r i t y  t o  b o rro w .

A l l  p a i d - i n  c a p i t a l  i s  n o t f r e e l y  u s a b le  in  I F I  le n d in g  
o p e r a t i o n s .  Man y mem be rs r e s t r i c t  th e  u se  o f  c a p i t a l  p a id  
in  t h e i r  own  c u r r e n c i e s  ( u s u a l l y  f o r  p ro cu re m e n t o f  g o o d s  o r  
s e r v i c e s  w i t h in  t h a t  mem ber c o u n t r y )  an d su ch  r e s t r i c t e d  
c u r r e n c i e s  a r e  u s a b le  b y  th e  I F I  o n ly  w it h  th e  c o n s e n t  o f  th e

» r e s p e c t i v e  mem be r.  F or e x a m p le , a t  IBRD som e 30 p e r c e n t  o f
p a i d - i n  c a p i t a l  up on  a new  c a p i t a l  in c r e a s e  i s  in  r e s t r i c t e d  
c u r r e n c i e s  an d th u s  n o t f r e e l y  a v a i l a b l e  f o r  le n d in g .

For  s o f t  l e n d i n g ,  th e  I F I s  r e q u i r e  c o n t in u o u s  i n f u s i o n  o f
V  new  r e p le n is h m e n ts  o f  c a p i t a l  in  v ie w  o f  th e  lo n g  re p a ym en t

te rm s o f  su c h  lo a n s  mad e ( u s u a l l y  50 y e a r s ) .  On th e  o t h e r  
han d, p a i d - i n  c a p i t a l  i s  a r e l a t i v e l y  m in o r s o u r c e  o f  fu n d s  
f o r  h a rd  le n d in g  w it h  t h e  m em ber s'  co m m itm en t o f  c a l l a b l e  
c a p i t a l  p r o v id in g  th e  s u p p o r t  f o r  b o r r o w in g s  in  i n t e r n a t i o n a l  
m a rk e ts  w h ic h  p r o v i d e s  th e  p r i n c i p a l  s o u r c e  o f  fu n d s  f o r  hard  
l e n d in g .  F or e x a m p le , a t  IBRD fr om  19 70  t o  1 9 7 6 , th e  s o u r c e  
o f  fu n d s  was  a s  f o l l o w s :

P a id - I n  C a p i t a l  ----------  2%
Lo an  S a l e s -------------------  3
R e ta in e d  E a r n in g s  ------  7
Lo an  R e p a y m e n ts ----------  20
B o r r o w i n g s -------------------  68

T o t a l ------------------------- 100%

Th e c o s t  th e n  t o  d o n o r c o u n t r i e s  o f  th e  t o t a l  o f  a l l  hard  
le n d in g  i s  r e l a t i v e l y  m in o r , w h e re a s  mem ber d o n a t io n s  c o n s t i t u t e  
th e  m a jo r  s o u r c e  o f  s o f t  le n d in g ;  e . g . ,  98 p e r c e n t  o f  IDA 
r e s o u r c e s  p r o v id e d  in  FY 19 78  w as fr om  mem ber d o n a t io n s .

B e c a u se  o f  th e  d i s t i n c t i o n  in  m em ber s'  c o n t r i b u t i o n s  f o r  
s o f t  an d hard  le n d in g  w it h  th e  fo rm e r h a v in g  a s t r o n g  a id  o r  
g r a n t  co m ponen t t o  i t  an d th e  l a t t e r  b e in g  mo re in  th e  n a t u r e  
o f  in v e s tm e n t an d g u a r a n te e  t o  a l lo w  th e  I F I s  t o  s e r v e  a s  
f i n a n c i a l  i n t e r m e d i a r i e s ,  th e  T r e a s u r y  D ep art m en t h a s c o n s id e r e d  
s e p a r a t i n g  th e  r e q u e s t s  f o r  a p p r o p r i a t i o n s  i n t o  tw o d i f f e r e n t  
fo rm s. O f f i c i a l s  o f  som e o f  th e  I F I s  b e l i e v e  t h a t  p e rh a p s  i t  
w ould  h ave  b een  w i s e r  a t  th e  o u t s e t  to  h a v e  e s t a b l i s h e d  a 
sy s te m  o f  d iv id e n d  d e c l a r a t i o n s  an d p aym en ts  up on  th e  do n or 
mem ber in v e s tm e n ts  t o  mor e c l e a r l y  d i s p l a y  th e  n a tu r e  o f  th e

7
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c o n t r ib u t io n  f o r  h a rd  le n d in g .  Th e us e o f  I F I  e a rn in g s  w i l l  be d is c u s s e d  mor e f u l l y  l a t e r  in  th e  r e p o r t  in  s e c t io n s  d e a li n g  w i th  a d m in is t r a t iv e  c o s ts  and t r a n s f e r s  o f  e a rn in g s  to  s o f t  w in dow s.

As ca n be  se en  fr om  T a b le  I ,  th e  W orld  Ba nk  G ro up a c c o u n ts  f o r  78  p e rc e n t  o f  t o t a l  lo a n  and c r e d i t  com m itm en ts ; 83 p e r c e n t  o f  th o s e  d is b u rs e d  and 72 p e rc e n t  o f  th o s e  u n d is b u rs e d . The la g  in  d is b u rs e m e n ts  k e e p in g  pace  w it h  com m itm ents  i s  a c o n t in u in g  p ro b le m  a t  a l l  o f  th e  I F I s ,  c o n t r ib u t in g  to  an u n n e c e s s a ry  and u n d e s ir a b le  le v e l  o f  l i q u i d i t y  among th e  Ba nk  a s s e ts .  The  W o rl d  Ba nk  a t te m p ts  to  h o ld  i t s  l i q u i d i t y  t o  40 p e rc e n t  o f  th e  s u c c e e d in g  3 y e a rs ' b o rro w in g  re q u ir e m e n ts  b u t  has be en  c o n s is t e n t ly  r u n n in g  h ig h e r  th a n  i t s  s e t  p o l i c y  in  r e c e n t  y e a rs — i t  i s  c u r r e n t l y  o v e r  50 p e rc e n t .  A ls o  a f f e c t in g  l i q u i d i t y  i s  th e  p r a c t ic e  o f  b o rro w in g  a t  f a s t e r  th a n  fo r e c a s te d  r a te s  in  o rd e r  t o  ta k e  a d va n ta g e  o f  fa v o ra b le  in t e r e s t  r a t e s .  The la g  in  d is b u rs e m e n ts  i s  a f fe c te d  p r i n c i p a l l y  by d e la y s  in  im p le m e n ta t io n  o f  app ro ve d  p r o je c t s  w h ic h  p la g u e s  a l l  o f  th e  I F I s .

A l l  o f  th e  IF I s  e x c e p t IFC by  c h a r te r  p r o v is io n  r e q u ir e  t h a t  th e  t o t a l  amou nt  o f  d is b u rs e d  lo a n s  o u ts ta n d in g  n o t exceed  th e  t o t a l  o f  u n im p a ir e d  c a p i t a l ,  r e s e r v e s ,  an d r e ta in e d  e a rn in g s .  As ca n be se en  in  T a b le  I ,  a l l  a re  w e l l  w i t h in  such  p r o v is io n .

Th e U .S . s h a re  o f  s u b s c r ip t io n s  o f  th e  I F I s ,  as d e p ic te d  in  T a b le  I  d i f f e r s  fr om  i t s  v o t in g  s h a re  because  o f  th e  a l l o c a t io n  o f  a b a s ic  nu mbe r o f  v o te s  up on  m em bers h ip  a d m is s io n  i r r e s p e c t iv e  o f  th e  p r o p o r t io n a te  s h a re  r e la te d  to  ea ch  m em ber's  s u b s c r ip t io n .  A t th e  W orl d  B ank, s u b s c r ip t io n s  by member c o u n t r ie s  a re  base d on  each m em ber's  q u o ta  in  th e  I n t e r n a t io n a l  M on e ta ry  Fund  (I M F ) p lu s  th e  b a s ic  a l lo c a t io n  (2 50 v o te s )  so  t h a t  any a t te m p t  t o  l i m i t  a m em ber's  s h a re  o f  s u b s c r ip t io n  w ou ld  skew  th e  r e l a t i o n s  t o  IMF q u o ta s .  F o r e x a m p le , i f  th e  U n it e d  S ta te s  a tt e m p te d  to  h o ld  i t s  IBRD sub s c r i p t i o n  b e lo w  i t s  IMF q u o ta ,  o th e r  c o u n t r ie s  w ou ld  w an t to  f o l lo w  s u i t  as a l l  c o u n t r ie s  w ou ld  p r e fe r  to  keep IMF q u o ta s  h ig h  b u t  t o  re d u c e  s h a re s  o f  IBRD s u b s c r ip t io n s .  Th ou gh  in d iv id u a l  lo a n  p r e s e n ta t io n s  r e q u ir e  o n ly  a s im p le  m a jo r i t y  a p p ro v a l,  any ch ange in  th e  A r t i c l e s  o f  A gre em ent r e q u ir e s  a p p ro v a l by 80  p e rc e n t  o f  th e  t o t a l  v o t in g  p o w e r;  a c c o r d in g ly ,  so  lo n g  as  th e  U n it e d  S ta te s  m a in ta in s  v o t in g  s h a re s  o v e r  20  p e rc e n t  i t  has an e f f e c t i v e  v e to  o v e r such  m a jo r  p o l ic y  c h a n g e s .

The r e g io n a l IF I s  have  s im i la r  a l lo c a t io n s  o f  v o t in g  p o w e r.  IDB a s s ig n s  135 v o te s  up on  m em bers h ip  a d m is s io n  and ADB d iv id e s  20 p e rc e n t  o f  th e  t o t a l  v o te s  among mem bers w it h  th e  re m a in in g  80 p e rc e n t  r e la te d  to  s h a re s  o f  s u b s c r ip t io n s .Th e s o f t -w in d o w  fu n d s  o f  th e  IF I s  have s t i l l  d i f f e r e n t  v o t in g
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a rra n g e m e n ts  an d o n ly  in  FSO o f  IDB i s  t h e r e  an y v e t o  pow er  
b y  th e  U n it e d  S t a t e s  on  i n d i v i d u a l  lo a n  p r e s e n t a t i o n s ,  f o r  so  
lo n g  a s  th e  U n it e d  S t a t e s  r e t a i n s  a s  much a s  3 4 .5  p e r c e n t  o f  
th e  s u b s c r ib e d  s h a r e s .  W h il e  t h i s  v e t o  pow er  h a s n e v e r  be en  
f o r m a l ly  e x e r c i s e d ,  th e  ann oun ce d i n t e n t i o n  by th e  U n it e d  
S t a t e s  t o  v o t e  n e g a t i v e l y  on a lo a n  a p p l i c a t i o n  h a s c a u s e d  
w ith d r a w a l o f  i t  fr om  th e  a g e n d a  f o r  fo rm a l p r e s e n t a t i o n  t o  
th e  B oa rd  o f  E x e c u t iv e  D i r e c t o r s  a t  ID B.

Th e U .S . E x e c u t iv e  D i r e c t o r s  a t  th e  W or ld  B an k, ID B, an d 
ADB a l l  p o in t  o u t  t h a t  t h e i r  a b i l i t y  t o  in f l u e n c e  v o t i n g  o f  
o t h e r  mem be rs  on  su ch  i s s u e s  a s  human r i g h t s  i s  a d v e r s e l y  
a f f e c t e d  b y th e  f a c t  t h a t  th e  U n it e d  S t a t e s  i s  th e  o n l y  mem ber 
s u b s t a n t i a l l y  in  a r r e a r s  on  i t s  s u b s c r i p t i o n s .  U .S . a r r e a r a g e s  
o f  p a i d - i n  an d c a l l a b l e  c a p i t a l ,  f o l l o w i n g  th e  e n a c tm e n t o f  
th e  FY 19 79  a p p r o p r i a t i o n  an d f o r  w h ic h  T r e a s u r y  w i l l  a g a in  
be  s e e k in g  a p p r o p r i a t i o n  in  FY 19 8 0 , a r e  a s  f o l l o w s :

Am oun t
( in  m i l l i o n s )

W orl d  Ban k:
I B R D --------------------------  $50 2.8
I D A ----------------------------  292.0

ID B:
F S O ----------------------------  15 0 .3

ADB:
O r d in a r y  C a p i t a l  ----- 4 4 .8

T o t a l ---------------  $9 89. 9

T r e a s u r y  a n t i c i p a t e s  ( a s  o f  th e  ti m e  o f  th e  w r i t i n g  o f  
t h i s  r e p o r t )  s e e k in g  a new  ro und o f  a u t h o r i z a t i o n s  and  
a p p r o p r i a t i o n s  f o r  s u b s c r i p t i o n s  a n d /o r r e p le n is h m e n ts  o f  IDB 
(b o th  o r d in a r y  c a p i t a l  and  F SO ),  AD F, an d AfDF  in  FY 19 8 0 , in  
a d d i t i o n  t o  th e  f o r e g o in g  a r r e a r a g e s  an d t r a n c h e s  o f  p r e v i o u s l y  
a u t h o r iz e d  fu n d in g .  Th e FY 1980  a p p r o p r i a t i o n  r e q u e s t ,  a s  
a p p ro v e d  by th e  O f f i c e  o f  M an ag em en t an d B u d g et a t  th e  ti m e  
o f  p r e p a r a t io n  o f  t h i s  r e p o r t ,  was  a s  f o l l o w s  ( in  m i l l i o n s ) :

9
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Pre vio usl y
Autho rize d
(i nclu d in g  Under New
arr ea ra g es)  A uth ori za tion  T o ta l

World Bank:
IBR D-----------------------------------------------
ID A-------------------------------------------------
IF C -------------------------------------------------

IDB:
O rd in ar y and  In te rr e g io n a l C ap it a l 
FS O-------------------------------------------------

ADB:
O rd in ar y C ap it a l ----------------------------
ADF -------------------------------------------------

AfDF ---------------------------------------------------

T o ta ls  -----------------------

$1 ,0 25 .8
1,09 2.0

33 .45

150 .27
$687 .3

175.0

$1 ,0 25 .8
1,09 2.0

33.45

687.3
325.27

248.4 1 248 .41
60 .0 111 .25 171.25

41 .67 41.67

$2 ,609 .93 $1 ,015 .22 $3 ,625 .15

*■

Th e ne w ro u n d  o f  a u t h o r i z a t i o n s  so u g h t in  FY 19 80  a r e :

IDB:
O rd in ar y C ap it a l ------------------------------ $2 ,7 50 .0
FS O--------------------------------------------------- 700.0ADF------------------------------------------------------ 445.0

AfDF ----------------------------------------------------  125 .0

T o ta l ---------------------------- $4 ,0 20 .0

The t r a n c h e s  a r e  t o  be  s p r e a d  o v e r  th e  n e x t  4 y e a r s  (FY 1980  -  1983) e x c e p t  f o r  AfDF w h ic h  i s  o v e r  th e  n e x t  3 y e a r s .
Th e I F I s  a r e  n o t  d i s s i m i l a r  t o  an y o t h e r  g o v e rn m e n ta l  b u r e a u c r a c y  w ith  s e l f - g e n e r a t e d  q u e s t s  f o r  mon ey  an d g ro w th , th e  p r e s s  t o  co m m it  mon ey  a t  y e a re n d  t o  m ee t p la n n in g  g o a l s ,  and  o b f u s c a t o r y  la n g u a g e  t o  a v o id  o r  s o f t e n  c r i t i c i s m .  At  th e  same t im e ,  a t  th e  W orld Ba nk  an d ADB o p e r a t i o n a l  e f f i c i e n c y  i s  c l e a r l y  r e c o g n i z a b l e  in  th e  q u a l i t y  o f  p r o f e s s i o n a l  s t a f f  and  th e  p r o c e d u r a l  c o n t r o l s  an d sy s te m s  a d m in i s t e r e d .  The c o m p a r a t iv e  w e ak n e ss  o f  IDB m an agem ent i s  c o n ce d ed  by  U .S .T r e a s u r y  D e p a rtm e n t o f f i c i a l s .

Tho ugh th e  IF I  c h a r t e r s  p r o v id e  t h a t  th e  E x e c u t iv e  D i r e c t o r s  a r e  r e s p o n s i b l e  f o r  th e  g e n e r a l  o p e r a t i o n s  o f  t h e  I F I s ,  th e y  a re  m ore  le d  by m an ag em en t th a n  d i r e c t i n g  m an ag em en t a s  o ne  wou ld  e x p e c t  fr om  th e  c h a r t e r  p r o v i s i o n s  o r  fr om  th e  n o rm al f u n c t i o n  o f  a B oard  in  a c o m m e rc ia l e n t e r p r i s e .  For e x am p le :
(1 )  No lo a n  p r e s e n t e d  f o r  a p p r o v a l  h a s  e v e r  b een  f o r m a l ly  d is a p p r o v e d  by  t h e  E x e c u t iv e  D i r e c t o r s  o f  an y  o f  th e
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I F I s .  E x ce p t a t  IDB,  l o a n s  h av e  b een  f o r m a l ly  
n e g o t i a t e d  w i th  t h e  b o rro w in g  e n t i t y  b e f o r e  p r e s e n t 
m en t f o r  B oard  a p p r o v a l .

(2 ) W it h  th e  p r e s c r i b e d  t e n u r e  o f  an  E x e c u ti v e  D i r e c t o r  
o f  2 y e a r s  a t  th e  W orld Ba nk  an d ADB and  3 y e a r s
a t  IDB an d Af DF , t h e r e  i s  a n a t u r a l  l a c k  o f  e x p e r i e n c e  
an d i n s t i t u t i o n a l  mem ory f o r  c a r r y i n g  fo rw a rd  p o l i c y  
i s s u e s  fr om  y e a r  t o  y e a r .

(3 ) U n t i l  th e  p a s t  y e a r ,  i t  h a s  b e en  u n u s u a l  f o r  an y 
E x e c u ti v e  D i r e c t o r  o r  g ro u p  o f  E x e c u ti v e  D i r e c t o r s  
t o  v i s i t  r e c i p i e n t  c o u n t r i e s  t o  re v ie w  o r  i n s p e c t

*  p r o j e c t s .

(4 ) Th e P r e s i d e n t  o f  th e  I F I  s e r v e s  a s  C ha ir m an  o f  th e  
B oard  o f  E x e c u ti v e  D i r e c t o r s ,  f la n k e d  on  e i t h e r  
s i d e  by  n um ero us s e n i o r  o f f i c i a l s  o f  m an agem ent w i th  
t h e  E x e c u t iv e  D i r e c t o r s  s e a te d  a ro u n d  th e  re m a in d e r  
o f  t h e  t a b l e .

(5 )  A fo rm a l  r o l l c a l l  v o te  i s  se ld o m  ta k e n ;  f o l lo w in g  
p r e s e n t a t i o n  o f  a m a t t e r  an d d i s c u s s i o n  o f  i t ,  th e  
C h a ir m an  a n n o u n c e s  w h a t he dee m s t o  be  th e  c o n s e n s u s  
o f  t h e  v ie w s  e x p r e s s e d  o r  he  s im p ly  i n t r o d u c e s  th e  
n e x t  t o p i c  an d i n s t r u c t s  th e  S e c r e t a r y  how  t o  r e c o r d  
t h e  c o n s e n s u s  in  t h e  m in u te s .

(6 )  Q u e s t io n s  o r  i s s u e s  r a i s e d  by  E x e c u ti v e  D i r e c t o r s  
f r e q u e n t l y  a r e  r e s p o n d e d  to  by th e  C ha ir m an  a n n o u n c in g  
t h a t  th e  p o i n t s  r a i s e d  w i l l  be  c o n s id e r e d  by m an agem ent 
o r  t h a t  a n o te  r e s p o n d in g  t o  th em  w i l l  be  p a s s e d  l a t e r  
t o  th e  m e m b e r(s ) .

(7 )  Th e E x e c u t iv e  D i r e c t o r s  a r e  em plo yed  by  th e  I F I s  an d 
f u n c t i o n  in  c o n t in u o u s  s e s s i o n ,  th u s  m ak in g  th e  
B oard  a  p a r t  o f  th e  m an agem ent p r o c e s s ,  th o u g h  t h e r e  
i s  no  m ech an is m  by w h ic h  B oar d  a c t i o n s  a r e  re v ie w e d  
o r  e v a l u a t e d .

(8 )  W it h  t h e  lo n g  l e a d t im e  n e ed e d  to  h av e  i n f l u e n c e  o v e r  
p o l i c y  c h a n g e  a s  i t  a f f e c t s  i n d i v i d u a l  lo a n s  ( t h e  
a v e r a g e  lo a n  t a k e s  a b o u t  2 y e a r s  from  i d e n t i f i c a t i o n  
t o  n e g o t i a t i o n ) ,  i t  i s  d i f f i c u l t  f o r  an y E x e c u ti v e  
D i r e c t o r  o r  c o u n tr y  t o  i n j e c t  a p o l i c y  c h a n g e  up on  
l e n d in g  p a t t e r n s  t h a t  w i l l  show  any  r e a s o n a b ly  
p ro m p t r e s u l t .

A l l  th e  f o r e g o in g  o b s e r v a t i o n s  w i l l  be  d w e l t  upon m ore  f u l l y  
in  l a t e r  s e c t i o n s  o f  th e  r e p o r t .
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The  com m odit y  b e in g  s u p p l i e d  by th e  I F I s  t o  th e  L e s s e r  D ev e lo p ed  C o u n t r ie s  (LDC s) i s  p r i n c i p a l l y  f o r e i g n  e x ch an g e  
w h ic h , u n d e r  n o rm al c i r c u m s t a n c e s ,  i s  f u n g i b l e .  So lo n g  a s  a p r o j e c t  p r o c e e d s  to  im p le m e n ta t io n  a s  n e g o t i a t e d ,  th e  IF I  h a s  no c o n t r o l  o v e r  th e  c o u n t r y 's  u se  o f  i t s  f o r e i g n  e x ch a n g e  fr om  a l l  s o u r c e s  among  th e  p r i o r i t i e s  i t  h a s  f ix e d  in asm uch  
a s  f o r e i g n  e x c h a n g e  fr om  o ne  s o u r c e  i s  i n d i s t i n g u i s h a b l e  
fr om  t h a t  fr om  a n o th e r  s o u r c e .  T h e re  i s ,  o f  c o u r s e ,  no  
m eans by  w h ic h  th e  I F I  c a n  b e  a s s u r e d  t h a t  th e  p r o j e c t  w ou ld  
n o t  h a v e  b een  p u r s u e d  in  th e  a b s e n c e  o f  th e  IF I  lo a n  w hic h  w ou ld  be  th e  r e a l  t e s t  o f  th e  u se  o f  th e  f o r e i g n  e x ch a n g e  s u p p l i e d .  In  f a c t ,  o f t e n  t h e  p r o j e c t  i s  s u g g e s te d  an d p la n n e d  
b y  IF I  t e c h n i c a l  a d v i s o r s ,  r a t h e r  th a n  by  t h e  d e v e lo p in gc o u n t r y  i t s e l f .  Th e p o i n t  h e r e  i s  n o t  t o  d e n i g r a t e  t h e  v a lu e  £o f  a s s i s t a n c e  p ro v id e d  f o r  d e v e lo p m e n t o f  LDCs b y  th e  I F I s
b u t  t o  o b s e rv e  t h a t  e v en  i f  a u d i t  an d e v a l u a t i o n  p r o c e d u r e s
w ere  f u l l y  r e f i n e d ,  w h ic h  th e y  a r e  n o t ,  in  th e  f i n a l  a n a l y s i sth e y  w ould  n o t  t e s t  t h e  n eed  f o r  an d u se  o f  th e  f o r e i g n
e x c h a n g e  s u p p l i e d .

S e t  f o r t h  on th e  f o l lo w in g  p a g e s ,  in  T a b le  2 , i s  a summary o f  c u m u la t iv e  le n d in g  t o  99 LDCs by th e  I F I s  d e a l t  w it h  in  
t h i s  s tu d y  th ro u g h  J u n e  3 0 , 1 9 7 8 , an d th e  r a t i o  o f  o u t s t a n d in g  m u l t i l a t e r a l  d e b t  t o  t o t a l  e x t e r n a l  p u b l i c  d e b t  o u t s t a n d in g  
f o r  e a c h  o f  th e s e  LDCs a t  th e  end  o f  19 76  ( th e  l a t t e r  d a ta  com pute d  fr om  W or ld  Ba nk  T a b le s  o f  E x te r n a l  P u b l i c  D e b t) .
A lt h o u g h  th e  o u t s t a n d i n g  m u l t i l a t e r a l  d e b t  i n c l u d e s  a l l  i n t e r n a t i o n a l  o r g a n i z a t i o n s ,  th e  p r e p o n d e r a n t  m a j o r i t y  o f  su ch  
d e b t  i s  t o  th e  I F I s .  G ro u p in g s  o f  LDCs in  T a b le  2 by  p e r  c a p i t a  in co m e f o l lo w s  W orld Ban k p r a c t i c e  e x c e p t  lo w  and  i n t e r m e d ia t e  
m id d le  in co m e a s  u sed  by th e  Ban k w ere  c o m b in e d , a s  w ere  u p p e r  m id d le  in co m e an d h ig h  in co m e LD Cs; th e  p e r  c a p i t a  
in co m e d i v i s i o n s  ( i n  19 76  U .S . d o l l a r s )  a r e  lo w in com e— $2 80  o r  l e s s ;  m id d le  in co m e— $ 2 8 1 -$ 1 ,1 3 5 ;  an d h ig h  in com e— $ 1 ,1 3 6 -  
$ 2 ,7 0 0 .  The o n ly  c o u n t r i e s  in c lu d e d  u n d e r  th e  c a t e g o r y  o f  m or e a d v an c ed  M e d i te r r a n e a n  c o u n t r i e s  an d c e n t r a l l y  p la n n e d  
e c o n o m ie s  w ere  th o s e  w h ic h  h a v e  r e c e iv e d  lo a n s  o r  c r e d i t s  in  t h e  r e c e n t  p a s t .  Th e d a t a  in  T a b le  2 i s  c o m p il e d  a s  a g e n e r a l  
r e f e r e n c e  fr am ew o rk ; a n y  c o n c lu s io n  w i th  r e s p e c t  t o  a p a r t i c u l a r  LDC w ould  r e q u i r e  d e e p e r  a n a l y s i s  a s  w e l l  a s  an  u n d e r s ta n d in g  
o f  th e  p a r t i c u l a r  c o m p l e x i t i e s  o f  th e  ec on om y o f  t h a t  LDC.
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TABLE 2 (D o ll a rs  in  M il li o n s )

LO W -IN CO M E L D C s

Country

Afg ha ni sta n----------
Bangladesh -----------
Be nin--------------- —
Burma------------------
Bu rund i---------------
Centra l Afr ican

Bnpire --------------
Chad--------------------
Comoros ---------------
Egy pt ------------------
Eth iop ia --------------
Gambia-----------------
Guinea -----------------
H ai ti  ------------------
Ind ia ------------------
Indonesia * ----------

Lesotho ---------------
Madagascar -----------
Malawi-----------------
M al i--------------------
Nepal ------------------
N ig er ------------------
Pakista n --------------
Rwanda -----------------
Sie rra Leone --------
Somalia ---------------
Sr i la n k a ------------
Ta nzan ia--------------
Togo--------------------
Uganda -----------------
Upper Vo lta  ----------
Yemen Arab Republic 
Yemen, Pe op le 's

Dem. Republic — 
Z a ir e -----------------

Cumulative Lending to  6/30 /78
World Bank Regional

To tal
Perce nt of 
To ta lGroup Bank/Fund

$ 156.1 $ 73.6 $ 229.7 .32%
983.7 273.9 1,257.6 1.78
68.7 21.2 89.9 .13

196.4 163.8 360.2 .51
53.3 12.4 65.7 .09

13.4 21.5 34.9 .05
71.4 21.8 93.2 .13
0 10.3 10.3 .01

1,19 4.1 — 1,194.1 1.69
481.4 22.0 503.4 .71

22.5 2.0 24.5 .03
94.5 5.0 99.5 .14
96.1 110.7 206.8 .29

8,101.2 — 8,101.2 11.44
2,475.8 527.6 3,003.4 4.24

793.4 0 793.4 1.12
36.3 20.9 57.2 .08

205.0 9.8 214.8 .30
180.2 15.7 195.9 .28
147.6 39.1 186.7 .26
164.7 125.3 290.0 .41
64.7 10.0 74.7 .11

1,747.3 540.1 2,287.4 3.23
75.4 19.4 94.8 .13
50.2 5.5 55.7 .08

106.6 15.0 121.6 .17
226.0 114.9 340.9 .48
620.0 23.2 643.2 .91
61.8 15.5 77.3 .11
61.0 0 61.0 .09
97.8 20.9 118.7 .17

142.0 — 142.0 .20

49.3 _ 49.3 .07
395.4 5.5 400.9 .57

$19,233.3 $ 2,246.6 $21,479.9 30.33%

Pro portio n of  Outstanding 
M ult il at er al  Debt to  
Country 's To tal  External 
Public  Debt Outstanding

(12 /31/76)

9.5%
31.9
37.2
43.8
48.5

26.1
39.0
31.9
10.3 
55.8
44.5 
10.0
63.5
32.4
13.5 
44.0
82.7
51.4
36.2
25.8
75.8
35.1
21.3
53.3
27.5
18.9
18.2 
31.0
15.1
31.7
46.4
30.1

20.1
10.7

SUBTOTALS-------

* Oi l Exp orte r
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TABLE 2 ( D o l l a r s in  M i l l io n s )

Co un try

A lg er ia  * •
B oliv ia  —
Botswana —
Cameroon —
C hi le  ------
Ch ina , Re pu bl ic  of
Oolombia ---------------
Oo ngo --------------------
Co sta  Rica ------------
Dominican Re publi c
Ecuador * -------------
El S a lv a d o r----------
Gha na --------------------
G ua tem ala-------------
Guyana ------------------
Hon du ra s---------------
Iv or y Coa st ----------
Jam a ic a ----------------
Jo rd an  ------------------
K ore a--------------------
L ib er ia  -----------------
Malaysia----------------
M au ri ta ni a ------------
M au ri tius  -------------
Mexico ------------------
Morocco ----------------
Nica ragua -------------
N ig er ia  * -------------
Papua New Guinea — 
Parag uay ---------------

P h il ip p in es  ----------
S e n e g a l-----------------
Sud an --------------------
Swazi land -------------
Sy rian  Arab Rep. —
Th ai land  ---------------
T unis ia  -----------------
Zambia ------------------

36

MIDDLE-INCOME LDCs

e m u la ti v e  Len ding to  6/3 0/78
World Bank Reg ional

Group Bank/Fund Tota l

80 3.0 $ — $
323 .7 402.2
108.3 9.9
381 .1 —
400.9 513 .7
335.4 91 .2

1,955.4 811 .8
98 .2 —

296 .8 307.6
96 .5 215.1

299 .1 380 .3
220 .7 201 .7
299 .7 —
278.7 291.9

64 .4 58.3
258 .3 250 .9
427.5 —
223 .5 104.4
164 .5 —

2,23 4.7 724 .6
138.7 —
937 .2 345 .5
126.3 13.6
95.3 —

3,14 4.0 1,56 6.9
934.1 —
194 .5 213.3
953.3 —
120 .9 60 .2
184.5 246.4
576.3 361 .3

1,78 6.0 634.0
214.2 9.0
490.3 9.0

47.4 8.4
465 .8 —

1,24 9.2 341.7
568 .5 —
479.7 —

$21,9 76.6SUBTOTALS ----------

* O il  Exp or te rs

Pe rc en t o f
Tota l

803.0 1.13%
725 .9 1.02
118 .2 .17
381 .1 .54
914.6 1.29
426 .6 .60

2,76 7.2 3.91
98.2 .14

604 .4 .85
311 .6 .44
679 .4 .96
422.4 .60
299.7 .42
570.6 .81
122.7 .17
509.2 .72
427.5 .60
327 .9 .46
164 .5 .24

2,95 9.3 4.18
138.7 .20

1,2 82 .7 1.81
139 .9 .20
95 .3 .13

4,71 0.9 6.6 5
934.1 1.32
407 .8 .58
953 .3 1.35
181.1 .25
430.9 .61
937.6 1.32

2,42 0.0 3.42
223.2 .31
499.3 .70

55.8 .08
465.8 .66

1,59 0.9 2.2 5
568.5 .80
479 .7 .68

$ 8,17 2.9 $3 0,14 9.5 42.57%

14

Pr op or tion  o f  Ou tstandin g 
M u lt il a te ra l Debt to  
C ou nt ry 's  T ota l Ex te rn al  
Pub lic Deb t Ou tst an ding

(12/31 /76)

3.4%
25.3
43 .3
35.1
11.2 
9.2

38.8
16.8
49 .1  
21.0 
34 .9
58.6 
31 .0
60 .7 
13 .0
64.8
20 .2
16.9 
13 .0 
18 .1
28 .7
28 .9
16.7
47.4
17.7
19.4
29.4 
51 .2
36 .9 
32.0
12.5
28 .5
31 .7
21.7
48.4
11.5
63.1
21.2 
26 .3
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TABLE  2 ( D o l l a r s  i n  M i l l i o n s )

HIG H-INCOM E LD Cs

C o u n tr y

A rg e n ti n a  ----------------
B arb ad o s  ------------------
B r a z i l  ----------------------

Ga bo n * --------------------
I r a n  * ---------------------
I r a q  * ----------------------
Leb an on  -------------------
O m an-------------------------
P a n a m a ---------------------
S in g a p o re  ----------------
T r in id a d  & Tobag o *
U r u g u a y --------------------
V e n e z u e la  * ------------

SUBTOTALS ------------

C u m u la ti v e  L en d in g  t o  6 /3 0 /7 8 ________
W or ld  Ba nk  R e g io n a l P e r c e n t  o f

G ro u p  B ank/F und T o t a l  T o ta l

1 ,0 6 2 .8 $ 1 ,3 3 0 .8
0 3 3 .2

4 ,2 8 2 .6 2 ,5 5 8 .9
5 0 .2 2 2 .8
6 9 .1 —

1 ,1 8 6 .5 —
1 0 6 .5 —
1 2 5 .7 —

2 5 .0 —
2 2 8 .9 2 2 4 .8
1 7 9 .4 1 0 1 .8

9 3 .6 2 4 .7
2 0 6 .5 18 1 .7
3 8 0 .1 2 1 8 .4

2 ,3 9 3 .6 3 .3 8!
3 3 .2 .0 5

6 ,8 4 1 .5 9 .6 6
7 3 .0 .1 0
6 9 .1 .1 0

1 ,1 8 6 .5 1 .6 7
1 0 6 .5 .1 5
1 2 5 .7 .1 8

2 5 .0 .0 3
4 5 3 .7 .6 4
2 8 1 .2 .4 0
1 1 8 .3 .1 7
3 8 8 .2 .5 5
5 9 8 .5 .8 4

P r o p o r t io n  o f  O u ts ta n d in g  
M u l t i l a t e r a l  D eb t bo  
C o u n t r y 's  T o ta l  E x te rn a l  
P u b l ic  D eb t O u ts ta n d in g

(1 2 /3 1 /7 6 )

18.3%
3 3 .5  
2 0 .1  
4 8 .2

5 .7  
1 3 .1

9 .7
6 4 .7  

2 .2
1 9 .5
2 5 .9
6 1 .7
2 4 .9  
1 2 .0

$ 7 ,9 9 6 .9 $ 4 ,6 9 7 .1  $ 1 2 ,6 9 4 .0 17 .92 %

MORE ADVANCED MEDITERR ANE AN CO UN TR IE S
AND CENTRALLY PLA NNED ECONOM IES

C a m b o d ia ------- ----------  $ 0 $ 1 .7  $ 1 .7
108 .1

0 % 
.1 5

G re e c e  ---------------------  5 2 1 .1 — 5 2 1 .1 .7 4
I s r a e l  ---------------------  2 9 4 .7 — 2 9 4 .7 .4 2
La o P .D .R . — ----------  8 .2 1 1 .7 1 9 .9 .0 3
M a l t a -----------------------  6 .0 — 6 .0 .0 1
P o r t u g a l ------- ----------  2 9 8 .5 — 2 9 8 .5 .4 2
R o m a n ia --------- ----------  8 8 2 .8 — 8 8 2 .8 1 .2 5
S p a i n -----------------------  4 3 5 .9 — 4 3 5 .9 .6 1
T u rk ey  ---------------------  1 ,8 3 7 .5 — 1 ,8 3 7 .5 2 .5 9
V ie tn a m --------- ---------- 0 4 4 .3 4 4 .3 .0 6
J u g o s la v ia  — ----------  2 ,0 5 1 .5 — 2 ,0 5 1 .5 2 .9 0

SUBTOTALS - ---------- $ 6 ,4 4 4 .3 $ 5 7 .7  $ 6 ,5 0 2 .0 9.1 8%

TOTALS - ---------- $ 5 5 ,6 5 1 .1 $ 1 5 ,1 7 4 .3  $ 7 0 ,8 2 5 .4 1 0 0 .0  %

* O i l  E x p o r te r s

r / a
76.8%
1 4 .0

2 .6
r / a

3 .8
1 3 .5  
r / a

6 .8
3 1 .8
r / a
3 1 .5

20 .0%
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B. P r o c e s s in g  o f  L oan s

The  b a s i c  s t e p s  ta k e n  in  p r o c e s s in g  a lo a n  o r  p r o j e c t  a r e  
s i m i l a r  f o r  a l l  o f  t h e  I F I s  an d en co m p ass (1 ) p r o j e c t  i d e n t i f i 
c a t i o n ,  (2 )  p r e p a r a t i o n ,  (3 )  a p p r a i s a l ,  i n c lu d in g  n e g o t i a t i o n  
an d a p p r o v a l ,  an d (4 ) s u p e r v i s i o n .  Th e I F I  i s  t h e  d o m in a n t 
f o r c e  in  t h e s e  f o u r  p h a s e s  o f  th e  p r o j e c t  c y c l e ,  e x c e p t  p r e p a r a  
t i o n ,  an d f r e q u e n t l y  i t  i s  in  t h a t  to o .  From  i d e n t i f i c a t i o n  
to  a p p r o v a l  o f  th e  lo a n  n o rm a l ly  t a k e s  a b o u t  2 y e a r s  d u r in g  
w h ic h  p e r io d  th e  p r o j e c t  i s  c l a s s e d  a s  b e in g  in  th e  I F I ’ s 
" p i p e l i n e . "  S u p e r v i s io n  o f  th e  p r o j e c t  b e g in s  wh en  th e  lo a n  
i s  e f f e c t i v e  an d c e a s e s  up on  f i n a l  d i s b u r s e m e n t  o f  t h e  lo a n .

I d e n t i f i c a t i o n  o f  p r o j e c t s  i s  a c c o m p li sh e d  th ro u g h  eco n o m ic  
m i s s i o n s ,  o p e r a t i o n a l  m i s s i o n s ,  s u p e r v i s i o n  m is s io n s  o f  o t h e r  
o n g o in g  p r o j e c t s ,  p e rm a n e n t r e s i d e n t  m is s io n s  ( p a r t i c u l a r l y  
a t  ID B ), m is s io n s  s p e c i f i c a l l y  a s se m b le d  t o  i d e n t i f y  p r o j e c t s ,  
s e c t o r  s t u d i e s ,  an d o f t e n  th ro u g h  c u r r e n t  p r o j e c t s  r e s u l t i n g  
in  r e p e a t e r  l o a n s  t o  th e  sa m e b o rro w in g  e n t i t y  f o r  s u b s e q u e n t  
s t a g e s  o f  d e v e lo p m e n t o f  th e  s a n e  o r  a s i m i l a r  p r o j e c t  a s  o ne  
u n d e rw ay . A ls o , in  s e v e r a l  s e c t o r s ,  th e  W or ld  Ban k h a s  
a r r a n g e m e n ts  w i th  a g e n c ie s  o f  th e  U n it e d  N a t io n s  (UN) f o r  
i d e n t i f i c a t i o n  an d p r e p a r a t i o n  o f  p r o j e c t s .  At th e  W or ld  
B ank , a b o u t  75  p e r c e n t  o f  p r o j e c t s  i d e n t i f i e d  a n n u a l l y  a r e  
a t  th e  B a n k 's  s u g g e s t i o n .

P r e p a r a t i o n  in v o lv e s  a l l  n e c e s s a r y  a c t i o n s  t o  b r i n g  a 
p r o j e c t  t o  th e  p o i n t  w here  i t s  t e c h n i c a l ,  e c o n o m ic , an d 
f i n a n c i a l  f e a s i b i l i t i e s  h av e  b e en  e s t a b l i s h e d  an d i t  i s  r e a d y  
f o r  a p p r a i s a l .  Tho ug h p r i m a r i l y  th e  r e s p o n s i b i l i l i t y  o f  th e  
b o r ro w in g  e n t i t y ,  t h e  I F I  r e n d e r s  s u b s t a n t i a l  a s s i s t a n c e  in  
v a r y in g  d e g r e e s  d e p e n d in g  m a in ly  up on  th e  i n s t i t u t i o n a l  c a p a 
b i l i t y  o f  th e  mem ber c o u n t r y .  T e c h n ic a l  a d v i s o r s  fr om  th e  
I F I  ma y be u se d  o r  m an agem ent c o n s u l t a n t s  w i th  g u id a n c e  from  
th e  I F I  in  how t o  go  a b o u t s e l e c t i n g  th e  c o n s u l t a n t .  Th e 
W or ld  Ba nk  h a s  a P r o j e c t  P r e p a r a t i o n  F a c i l i t y  from  w hic h  
lo a n s  a r e  mad e (u p  t o  $ 5 0 0 ,0 0 0 )  t o  a id  th e  b o rro w e r  in  
p r e p a r in g  p r o j e c t s ,  su c h  lo a n s  th e n  b e in g  r e f i n a n c e d  fr om  
p r o c e e d s  o f  t h e  p r o j e c t  l o a n .  Th e I F I s  r e c o g n iz e  th e  i n t e r n a l  
c o n f l i c t  o f  i n t e r e s t  s i t u a t i o n  in  t h e i r  r o l e s  o f  p r e p a r in g  
p r o j e c t s  an d th e n  a p p r a i s i n g  th em  f a v o r a b ly  f o r  l e n d in g  
a p p r o v a l ,  b u t  f e e l  th e y  do  n o t  g e t  en ough  good p r o j e c t s  to  
a p p r a i s e  u n l e s s  th e y  a r e  i n t i m a t e l y  in v o lv e d  in  t h e i r  i d e n t i 
f i c a t i o n  an d p r e p a r a t i o n .

A p p r a i s a l  by  th e  IF I  c o v e r s  b o th  th e  p r o j e c t  and  th e  
b o rro w in g  e n t i t y .  I t  i s  c o n d u c te d  by  IF I  s t a f f  fr om  th e  
o p e r a t i n g  d i v i s i o n  c o v e r in g  th e  g e o g r a p h ic  a r e a  in v o lv e d ,  
f r e q u e n t l y  w i th  th e  a id  o f  c o n s u l t a n t s  o r  b o rr o w ed  t e c h n i c a l  
e x p e r t s  fr om  mem be r g o v e rn m e n ts  and  i s  a lw a y s  ma de  in  th e  f i e l d  
I t  c o v e r s  c r e d i t w o r t h i n e s s ,  m a n a g e r ia l  an d o r g a n i z a t i o n a l  
a s p e c t s  o f  th e  b o rro w in g  e n t i t y ,  an d t e c h n i c a l ,  c o m m e rc ia l,

17
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f i n a n c i a l ,  and  eco n o m ic  a s p e c t s  o f  th e  p ro p o se d  p r o j e c t .
The  I F I s  a lm o s t  n e v e r  t u r n  a p r o j e c t  down  a t  t h e  a p p r a i s a l  
s t a g e  a s  to o  mu ch mon ey  h a s  th e n  b e en  i n v e s te d  in  i t .  A 
p r o j e c t  may  be  tu r n e d  do wn  a t  i d e n t i f i c a t i o n  o r  p r e p a r a t i o n  
s t a g e s ,  b u t  se ld o m  t h e r e a f t e r .  I f  m ay , h o w e v e r , b e  s u b s t a n t i a l l y  
m o d if ie d  o r  r e d e s ig n e d  a t  t h e  a p p r a i s a l  s t a g e .  C o m p re h en si v e  
a p p r a i s a l  r e p o r t s  a r e  p r e p a r e d  f o r  c o n s i d e r a t i o n  o f  a p p r o v a l  
o f  t h e  lo a n  by  Ba nk  m an agem en t an d by  th e  E x e c u t iv e  D i r e c t o r s .  
A f t e r  a p p r a i s a l ,  t h e  p ro p o s e d  p r o j e c t  i s  p r e s e n t e d  to  th e  
Lo an  C o m m it te e , co m pose d o f  s e n i o r  m an ag em en t o f f i c i a l s  o f  
t h e  I F I ,  f o r  a p p r o v a l  o r  d i s a p p r o v a l .  At th e  W orl d  Ban k an d 
ID B, e a c h  p ro p o se d  p r o j e c t  a l s o  i s  re v ie w e d  f o r  a p p r o v a l  by  
a  c e n t r a l  s t a f f ,  o r g a n iz e d  a lo n g  t e c h n i c a l  an d s e c t o r a l  
l i n e s .  At ID B,  t h e  P r e s i d e n t ' s  r e p o r t  an d th e  a p p r a i s a l  
r e p o r t  th e n  a r e  p r e s e n t e d  t o  th e  B oar d  o f  E x e c u t iv e  D i r e c t o r s  
f o r  a p p r o v a l ,  p r i o r  t o  n e g o t i a t i o n .  At th e  o t h e r  I F I s ,  th e  
b o r ro w in g  e n t i t y  and  th e  IF I  n e g o t i a t e  th e  lo a n  p r i o r  to  
p r e s e n tm e n t  t o  t h e  B oar d  o f  E x e c u ti v e  D i r e c t o r s  f o r  a p p r o v a l .  
L o an s  be co m e e f f e c t i v e  upon  m e e ti n g  c o n d i t i o n s  e s t a b l i s h e d  in  
t h e  a g re e m e n t an d t h e r e a f t e r  d i s b u r s e m e n ts  a r e  m ad e by  th e  
I F I  t o  th e  b o r ro w in g  e n t i t y  a s  th e  p r o j e c t  i s  im p le m e n te d .
In  re v ie w in g  a p p r a i s a l  r e p o r t s  an d t e s t i n g  e s t i m a t e s  an d 
p r o j e c t i o n s  a g a i n s t  s i t e  v i s i t s  an d a g a i n s t  p o s t  e v a l u a t i o n  
r e p o r t s ,  t h e  I n v e s t i g a t i v e  S t a f f  fo und  t h a t  t h e r e  i s  a te n d e n c y  
am ong th e  I F I s  t o  c a s t  a p p r a i s a l  r e p o r t s  in  o p t i m i s t i c  te rm s  
and  t o  d e e m p h a s iz e  r i s k s ,  th e  n a t u r a l  r e s u l t  o f  w h ic h  c o n t r i b u t e s  
t o  c o s t  o v e r r u n s ,  im p le m e n ta t io n  d e l a y s ,  an d f a i l u r e  t o  f u l l y  
m ee t o b j e c t i v e s  and  g o a l s  f o r e c a s t .  Th e I n v e s t i g a t i v e  S t a f f  
had  a c c e s s  o n ly  t o  th e  a p p r a i s a l  r e p o r t s  s u b m i t te d  to  E x e c u ti v e  
D i r e c t o r s ;  p e r h a p s  t h o s e  c o n s id e r e d  by m an agem ent a r e  c a s t  
in  m or e r e a l i s t i c  t e r m s .  A ls o ,  o ne  m ust  r e c o g n iz e  t h a t  c o s t  
o v e r r u n s  an d i n s t i t u t i o n a l  f a i l u r e s  w ou ld  be  e x p e c te d  t o  be  
m ore  p r e v a l e n t  in  d e v e lo p m e n t l e n d i n g ,  p a r t i c u l a r l y  c o n c e s s io n a l  
lo a n s  an d s o c i a l  p r o j e c t s  d i r e c t e d  t o  r e a c h  th e  p o o r e s t  o f  th e  
p o o r ,  th a n  w ould  be  th e  c a s e  in  c o m m e rc ia l l e n d i n g .

S u p e r v i s io n  o f  t h e  lo a n  an d p r o j e c t  i s  a c c o m p li s h e d  b o th  
th r o u g h  h e a d q u a r te r  r e v ie w  o f  r e p o r t s  an d d o c u m e n ta t io n  
s u b m i t t e d  by  t h e  b o r ro w in g  e n t i t y  a n d /o r  a u d i t i n g  f i r m s  an d 
th r o u g h  o n s i t e  v i s i t s  p e r i o d i c a l l y  by  s u p e r v i s i o n  m is s io n  
te a m s  to  r e s o l v e  p ro b le m s  an d a s s u r e  t h a t  th e  p r o j e c t  i s  
b e in g  p r o p e r l y  a d m in i s t e r e d  an d i s  b e in g  im p le m en te d  to w ard  
i t s  in te n d e d  d e v e lo p m e n t im p a c t.  F re q u e n cy  o f  f i e l d  v i s i t s  
v a r i e s  among  th e  I F I s  th o u g h  a l l  h e a v i l y  s t r e s s  t h e  m an y e ars  
and  e f f o r t  d e v o te d  t o  s u p e r v i s i o n .  S u p e r v i s io n  a l s o  e n c o m p a sse s  
p o s t  e v a l u a t i o n  o f  p r o j e c t s  an d f i n a n c i a l  a u d i t  p r o c e d u r e s .
Th e v a r io u s  a s p e c t s  o f  p r o j e c t  s u p e r v i s i o n  among  e a c h  o f  th e  
I F I s  an d th e  a d e q u a c y  t h e r e o f  i s  re v ie w e d  in  d e t a i l  in  a 
s u b s e q u e n t  s e c t i o n  o f  th e  r e p o r t .

4
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C. Coord  in a t io n

An a re a  o f  c o o r d in a t io n  in  w h ic h  th e  W orld  Ba nk  has ta k e n  
th e  le a d  o v e r  th e  p a s t  10 y e a rs  i s  in  a rr a n g e m e n ts  f o r  
c o f in a n c in g  la r g e  e x p e n s iv e  p r o je c t s  among s e v e ra l le n d e rs ,  
w it h  th e  W orld  Ba nk  assum in g  r e s p o n s ib i l i t y  f o r  o rg a n iz in g ,  
p re p a r in g ,  and s u p e rv is in g  th e  p r o je c t .  I t  ha s made su ch a rra n g e  
m ents  n o t  o n ly  w i th  each o f  th e  r e g io n a l IF Is  b u t  a ls o  w it h  
o th e r s ,  e . g . ,  th e  Euro pean D eve lo pm en t Fund, Euro pean In v e s tm e n t 
Bank,  K u w a it  Fund f o r  A ra b  Eco nom ic  D e ve lo p m e n t,  e t c .  A 
m u l t i l a t e r a l  i n s t i t u t i o n  i s ,  o f  c o u rs e ,  in  a more a d van ta geous  
p o s i t io n  to  o rg a n iz e  such  le n d in g  th a n  i s  a b i l a t e r a l  d o n o r .
In  f i e l d  v i s i t s ,  th e  I n v e s t ig a t i v e  S t a f f  fo und t h a t  where

•4 c o f in a n c in g  was in v o lv e d ,  e i t h e r  among th e  I F I s  o r  be tw een an
I F I  an d a b i l a t e r a l  d o n o r ,  th e re  e x is te d  e x c e l le n t  c o o r d in a t io n  
in  d e ve lo p m e n t and s u p e rv is io n  o f  th e  p r o je c t .

A n o th e r  a re a  in  w h ic h  th e  W o rl d  Bank has ta k e n  th e  le a d  
i s  in  o rg a n iz in g  and c h a i r in g  c o n s u l t a t iv e  g ro u p s , p a r t ic ip a t e d  
in  by o th e r  m u l t i l a t e r a l  and b i l a t e r a l  d o n o rs .  In  r e c e n t  
y e a rs ,  i t  has c h a ir e d  such  g ro u p s  in  some 20 LDCs. The c o n s u lt a 
t i v e  g ro u p s  p ro v id e  a fr am e w o rk  f o r  a s s e s s in g  th e  d e ve lo p m e n t 
p o t e n t ia l  and e s t a b l is h in g  p r i o r i t y  needs . P a r t i c ip a t io n  
does n o t  r e q u i r e  p le d g in g  o f  s p e c i f i c  am ounts  o r  ty p e s  o f  
a s s is ta n c e ,  th o u g h  t h a t  f r e q u e n t ly  o c c u rs .  I t  i s  an a re a  
w h e re in  th e  IF I s  and o th e r  d o n o rs  a re  m akin g  p ro g re s s  to w a rd  
more e f f e c t i v e  c o o r d in a t io n ,  th o u g h  th e re  re m a in s  n o t ic e a b le  
ga ps in  c o o r d in a t io n ,  even in  LDCs where  c o n s u l t a t iv e  g ro u p s  
have  be en  i n i t i a t e d .

C o n s id e ra b le  im p a c t up on  th e  LDCs* m a cro -e co n o m ic  p o l i c ie s  
can be a c h ie v e d  th ro u g h  th e s e  c o n s u l t a t iv e  g ro u p s ,  p a r t i c u l a r l y  
i f  th e  d o n o rs  a c t  in  u n is o n  in  a c t io n s  p ro p o s e d , e . g . ,
m a in ta in in g  i n t e r e s t  r a te s  ab ov e i n f l a t i o n ,  re d u ce  s u b s id ie s ,  
enco ura g e  a g r i c u l t u r a l  re s e a rc h ,  e t c .  Th e la c k  o f  such  
u n is o n  was e n c o u n te re d  in  on e A s ia n  c o u n tr y  in  th e  I n v e s t ig a t iv e  
S t a f f ' s  v i s i t s ,  w he re  th e  a s s u m p ti o n  o f  s o le  r e s p o n s ib i l i t y  
by th e  W o rl d  Ba nk  f o r  p la n n in g  and p re p a r in g  ag en da  f o r  th e  
c o n s u l t a t iv e  g ro u p  m e e ti n g s  was re s e n te d  by  m a jo r  b i l a t e r a l  d o n o r

In  a s e c to r  o p e ra t io n s  re v ie w  in  1978 in  a n o th e r  A s ia n  
c o u n tr y  by  th e  W o rl d  B ank, se ven o th e r  d o n o r a g e n c ie s , b o th  
b i l a t e r a l  and m u l t i l a t e r a l ,  w ere  c o n s u lt e d  c o n c e rn in g  th e  
le v e l  o f  c o o r d in a t io n  and th e y  c o n s is t e n t ly  re sponded  t h a t :
(1 )  th e re  was a ne ed  f o r  c lo s e r  c o o r d in a t io n  th a n  e x is te d ,  
e s p e c ia l ly  in  o v e r la p p in g  p ro g ra m s in  key  s u b s e c to rs ;  (2 )  th e  
W orld  Ba nk  o r  a U n it e d  N a t io n s  agency w ere  th e  a p p r o p r ia te  
a g e n c ie s  t o  ta k e  th e  i n i t i a t i v e  b u t  th e  W orl d  Ba nk  had ta k e n*  v e ry  l i t t l e  i n i t i a t i v e  and m ost  c o n ta c ts  wer e i n i t i a t e d  by  th e
o th e r  d o n o rs ; (3 ) m ost o th e r  d o n o rs  ca n o f f e r  exam ple s o f  
cases where  W orld  Ba nk  p r o je c t s  have c o n s tra in e d  o r  even
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w re c k e d  t h e i r  own p r o j e c t s ,  p a r t i c u l a r l y  when th e  W or ld  Bank  e n t e r e d  a s u b s e c t o r  in  w h ic h  a n o th e r  d o n o r a lr e a d y  wa s 
in v o lv e d — w it h  W or ld  Ban k fu n d in g  l a r g e r ,  th e  l o c a l  go vern m en t ch a n g ed  th e  r u l e s  on  o t h e r  d o n o rs  t o  b r in g  t h e i r  p r o j e c t s  in  
l i n e  o r  s im p ly  s h i f t e d  i t s  p r i o r i t i e s  an d a t t e n t i o n s  aw ay  
fr om  th e  o l d e r  a c t i v i t i e s ;  an d (4 ) th e  l o c a l  go ve rn m e n t 
p r o b a b ly  w ould  n o t  e n c o u r a g e  c o m p le te  c o o r d i n a t i o n  b u t th e  
d e g r e e  o f  r e s i s t a n c e  wa s u n c e r t a i n .  Th e W or ld  B an k , in  
e x a m in in g  th e s e  r e s p o n s e s ,  o b s e r v e d  t h a t  th e  p i c t u r e  p a in t e d  b y  th e  o t h e r  d o n o rs  se em ed  t o  b e  o v e rd ra w n .

A lt h o u g h  b a s i c  d a ta  f o r  b ro a d  e co n o m ic  s t u d i e s  o f  an  LDC i s  p u t  t o g e t h e r  an d s u p p l ie d  b y  th e  LDC, e a c h  I F I  s e n d s  i t sown  te am  in t o  th e  LDC f o r  p e r i o d i c  eco n o m ic  r e p o r t i n g ,  a l l  *u s in g  th e  same  b a s i c  d a t a  b a s e .  O f f i c i a l s  o f  th e  I F I s
r e c o g n i z e  and c o n c e d e  th e  d u p l i c a t i v e  e f f o r t  in v o lv e d  in  su ch
e f f o r t s ,  p o in t in g  o u t  a t  th e  sa n e  ti m e t h a t  r e s u l t s  o f  a n a ly s e sa r e  e x ch a n g e d  an d t h a t  th e  W or ld  Ba nk  d o e s  th e  m or e c o m p le te  .a n a l y s i s  an d s t u d y .

W it h  W or ld  Ban k an d IDB h e a d q u a r te r s  b o th  in  W a s h in g to n , t h e r e  i s  n a t u r a l l y  m or e c o o r d i n a t i o n  amon g lo w e r  l e v e l  d e sk  
o f f i c e r s  th an  e x i s t s  among  an y o f  th e  o t h e r  I F I s .  A l s o ,  w it h  IDB h a v in g  l o c a l  f i e l d  o f f i c e s  in  th e  LDC s t o  whom i t  lo a n s ,  
t h e r e  i s  g r e a t e r  c o o r d i n a t i o n  b etw een  IDB an d b i l a t e r a l  
d o n o r s ,  e . g . ,  US AI D,  th a n  i s  th e  c a s e  w it h  th e  W orl d  B an k,
AD B, an d AfD F. P r e s e n t  an d fo rm er o f f i c i a l s  o f  th e  I F I s  a d v is e d  t h a t  t h e r e  i s  a c l e a r  nee d f o r  g r e a t e r  c o o r d in a t io n  
am ong  th em , p a r t i c u l a r l y  b e lo w  th e  l e v e l s  o f  c o f i n a n c i n g  and  c o n s u l t a t i v e  g r o u p s ,  i . e . ,  a t  th e  a c t u a l  p r o j e c t  l e v e l .  One 
fo rm e r  o f f i c i a l  s t a t e d  t h a t  on e se ld om  o b s e r v e s  a n y  IF I  
r e p r e s e n t a t i v e s  m e e ti n g  t o g e t h e r  t o  d i s c u s s  common o b j e c t i v e s  
in  a c o u n t r y  w i t h in  a g i v e n  s e c t o r ,  su c h  a s  th e  a g r i c u l t u r a l  o r  e d u c a t io n  s e c t o r ,  in  o r d e r  t o  b e s t  r e s o l v e  th e  r o l e  t h a t  
e a c h  sh o u ld  p l a y .  T h e re  d o e s  n o t  e x i s t  an y  fo r m a l m ec ha ni sm  o u t s i d e  o f  th e  c o n s u l t a t i v e  g r o u p s  f o r  th e  I F I s  t o  c o o r d in a t e  
p r o j e c t s  o r  th e  i d e n t i f i c a t i o n  and s u p e r v is io n  o f  p r o j e c t s .The  I F I s  o v e r l a p  e a c h  o t h e r  in  v i r t u a l l y  a l l  s e c t o r s .

USA ID p e r s o n n e l a b ro a d  o b s e r v e  t h a t  th e y  se ld o m  s e e  IF I  r e p r e s e n t a t i v e s  th ou gh  b o th  USA ID an d th e  I F I s  h a v e  o n g o in g  
p r o j e c t s  in  th e  same s e c t o r s  (IDB i s  e x c lu d e d  fr om  t h i s  
comm en t a s  USA ID o f f i c i a l s  r e g u l a r l y  m ee t w it h  th e  l o c a l  
f i e l d  o f f i c e  r e p r e s e n t a t i v e s ) .  N o rm a ll y , USAI D p e r s o n n e l l e a r n  o f  v i s i t i n g  te a m s ' p r e s e n c e  in  c o u n tr y  from  l o c a l  
g o v e rn m e n ta l o f f i c i a l s  a f t e r  th e  IF I  te am  h as d e p a r t e d .
USA ID o f f i c i a l s  in  one L a t in  A m eri can  c o u n tr y  p o in t e d  t o  th e  
o b v io u s  d u p l i c a t i o n  in  a n a l y s i s ,  p la n n in g ,  an d t e c h n i c a l  a s s i s t a n c e  a s  a m a jo r  p ro b le m  an d a d v is e d  t h a t  a s i n g l e ,  
u n i f i e d  d e v e lo p m e n t a p p ro a c h  in  th e  p r i n c i p a l  s o c i a l  s e c t o r s  
i s  s t r o n g l y  n e e d e d , so  a s  to  a v o id  w a s t e f u l  p r o j e c t s  t h a t  do  
n o t  a c c o m p li s h  w h at i s  in te n d e d .
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In  an  A s ia n  c o u n t r y ,  b o th  USAI D an d l o c a l  g o v e rn m e n ta l 
o f f i c i a l s  d e s c r i b e d  c o o r d i n a t i o n  b e tw ee n  USAI D an d th e  W or ld  
Ba nk  a s  w o e f u l l y  in a d e q u a te  in  c o n n e c t io n  w it h  tw o s e p a r a t e  
p o p u la t io n  p r o j e c t s  e a c h  a g e n c y  wa s f u n d in g , w h ic h  h a s le d  to  
w a ste  o f  r e s o u r c e s  an d u n n e c e s s a r y  d u p l i c a t i o n  o f  e f f o r t .
B eca u se  t h i s  p o p u la t io n  p r o j e c t  i l l u s t r a t e s  s e v e r a l  p o i n t s ,  
in  a d d i t i o n  t o  l a c k  o f  c o o r d i n a t i o n ,  i t  i s  su m m ar iz ed  b e lo w . 

P o p u la t io n  P r o j e c t

In  19 74  th e  W or ld  Ba nk  n e g o t i a t e d  a $25  m i l l i o n  2 5 - y e a r  
lo a n  to  an  A s ia n  c o u n t r y  f o r  50 p e r c e n t  o f  a $50 m i l l i o n  
p o p u la t io n  p r o j e c t ,  w it h  th e  l o c a l  go ve rn m e n t s u p p ly in g  48 
p e r c e n t  o f  th e  r e m a in in g  c o s t  and o t h e r  d o n o rs  2 p e r c e n t .  Of 
th e  W or ld  B an k’ s $2 5 m i l l i o n ,  $ 1 5 .3  m i l l i o n  was  f o r  f o r e i g n  
e x c h a n g e  c o s t s  an d $ 9 .7  m i l l i o n  f o r  l o c a l  c o s t s .  The  fu n d s  
p r o v id e d  by th e  W or ld  Ba nk  w ere  t o  f in a n c e  c o n s t r u c t i o n  o f  
205  r u r a l  h e a l t h  u n i t s ,  1 1  r e g i o n a l  t r a i n i n g  c e n t e r s ,  p r o v id eV  200 j e e p s  f o r  u se  o f  th e  h e a l t h  u n i t s ,  a s s i s t  in  d e v e lo p in g  a
s t a t i s t i c a l  s y s te m  f o r  d a ta  a n a l y s i s  an d p e rfo rm a n c e  e v a l u a t i o n ,  
an d p r o v id e  t r a i n i n g  o f  m id w iv e s . The c o u n t r y 's  o v e r a l l  
p o p u la t io n  p ro gra m  w as  c i t e d  a s  d e s ig n e d  to  re d u c e  th e  f e r t i l i t y  
r a t e  b y  o n e - f o u r t h  (fr o m  6 .4  t o  4 .8 )  fr om  19 70  to  th e  y e a r  
2000 an d t o  a v e r t  15  m i l l i o n  b i r t h s  d u r in g  t h a t  p e r io d — th e  
W or ld  Ban k f in a n c e d  p r o j e c t  w as  s t a t e d  to  c o n t r i b u t e  d i r e c t l y  
to  o n e - s i x t h  o f  su c h  g o a l s ,  i . e . ,  to  a v e r t  2 .5  m i l l i o n  b i r t h s  
b etw een  th e  c o m p le t io n  d a te  o f  th e  p r o j e c t  in  19 79 and th e  
y e a r  20 00 . Th e P o p u la t io n  C om m is si on  o f  th e  l o c a l  c o u n t r y  
wa s t o  be  th e  c o o r d i n a t i n g  a g e n c y . In  a p p r o v in g  th e  p r o j e c t ,  
E x e c u t iv e  D i r e c t o r s  made f a v o r a b l e  co m m en ts  th ou gh  c h a l l e n g i n g  
r e l i a n c e  on  th e  e x t e n s i v e  d e m o g r a p h ic , f e r t i l i t y ,  an d a c c e p t o r /  u s e r  r a t e s  o f  c o n t r a c e p t i v e  d e v i c e s  p r e s e n te d  in  s t a t i s t i c a l  
f o r e c a s t s  an d e x p r e s s e d  som e c o n c e r n  o v e r  th e  u se  o f  Ba nk  
fu n d s  t o  f in a n c e  r e c u r r e n t  s a l a r y  c o s t s  f o r  th e  c o u n t r y .

Th e I n v e s t i g a t i v e  S t a f f  exam in ed  p e r t i n e n t  m a t e r i a l  and 
in t e r v ie w e d  a p p r o p r i a t e  o f f i c i a l s  o f  th e  W or ld  B an k, US AID,  
an d th e  c o u n t r y  in v o lv e d  in c lu d in g  d e m o grap h ic  e x p e r t s  a t  th e  
l o c a l  u n i v e r s i t y ,  a s  w e l l  a s  v i s i t i n g  th e  s i t e  o f  a r u r a l  
h e a l t h  u n i t  in  th e  c o u n t r y s i d e .  Th e p r o j e c t  i s  now a b o u t tw o- 
t h i r d s  c o m p le te . S e t  f o r t h  b e lo w  a r e  d e f e c t s  fo u n d :

( 1 )  A p o p u la t io n  e x p e r t  in  New Y o rk  f a m i l i a r  w it h  
th e  p a r t i c u l a r  p r o j e c t  d e s c r i b e d  i t  a s  v a s t l y  
o v e r fu n d e d ;  c o n c e n t r a t e d  to o  h e a v i l y  in  urb an  
a r e a s  r a t h e r  th a n  r u r a l  w h er e th e  m ost  n ee d  w as;  
r e a l l y  a h e a l t h - c a r e  p r o j e c t  mo re th an  p o p u la t io n ;  
th e  nee d f o r  t e c h n o lo g y  t r a n s f e r  c o u p le d  w it h  th e  
v i r t u a l  i l l i t e r a c y  o f  r u r a l  o u tr e a c h  w o rk e rs  
s u p p ly in g  b a s i c  d a t a  m ak es  a c o m p u te r iz e d  m an ag e
m en t in fo r m a t io n  sy s te m  u n w o rk a b le ; an d w it h  
c o n c e n t r a t i o n  o f  e x p e n d it u r e  on  b u i l d i n g s  and
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e q u ip m e n t, r a t h e r  th an  hu m an s,  r e c u r r i n g  m a in te n a n ce  
c o s t s  may  n o t b e  fu n d a b le  by th e  l o c a l  g o v e rn m e n t.

(2 ) Upon  im p le m e n ti n g  th e  p r o j e c t ,  th e  W or ld  Ba nk  
p la c e d  c o o r d i n a t i n g  r e s p o n s i b i l i t y  w it h  th e  l o c a l  
D ep art m en t o f  H e a lt h  r a t h e r  th an  w it h  th e  
P o p u la t io n  C om m is si on  a s  a d v e r t i s e d  in  r e p o r t s  to  
th e  B oard  o f  E x e c u t iv e  D i r e c t o r s .  J u s t  r e c e n t l y  
(19 7 8 ) d id  th e y  s u d d e n ly  t r a n s f e r  su c h  r e s p o n s i 
b i l i t y  t o  th e  P o p u la t io n  C o m m is si o n . L o c a l 
o f f i c i a l s  b e l i e v e  i t  sh o u ld  h a v e  b een  p la c e d  
w it h  th e  P o p u la t io n  C om m is si on  a t  th e  o u t s e t ,  
th ou gh  b o th  t h a t  C om m is si on  and th e  D ep art m en t o fH e a lt h  a d m it t e d ly  h a v e  wea k m a n a g e r ia l s t r u c t u r e s .  *

(3 ) USAID h a s  ha d an  o n g o in g  p o p u la t io n  p r o j e c t  
( th r o u g h  th e  P o p u la t io n  Com ir iiss io n)  f o r  a b o u t 
10 y e a r s  in  th e  c o u n t r y ,  one p o r t io n  o f  w h ic h  
i s  t r a i n i n g  an d fu n d in g  v o lu n t e e r  w o r k e r s  dr aw n 
from  r u r a l  h a m le ts ,  e a c h  o f  whom s e r v e s  a b o u t 
100  m a rr ie d  c o u p l e s .  T hey  a r e  s u p e r v is e d  by a 
f u l l - t i m e  p a id  o u t r e a c h  w o rk e r . A bout 2,5 0 0  
su c h  o u t r e a c h  w o r k e r s  h ave  been  r e c r u i t e d  and 
som e 18 ,0 0 0  s u p p ly  p o in t s  e s t a b l i s h e d  f o r  d i s t r i 
b u t io n  o f  c o n t r a c e p t i v e  d e v i c e s — th ro u g h  "mom 
and  pop " g r o c e r y  s t o r e s  in  th e  h a m le ts . W h il e  
th e  f u l l - t i m e  o u t r e a c h  w o rk e rs  t r a i n e d  u n d er
th e  USA ID g r a n t  w ork  o u t  o f  th e  r u r a l  h e a l t h  
u n i t s  an d s u p e r v i s e  th e  v o lu n t e e r  r u r a l  w o r k e r s , 
th e y  do  n o t h ave  s u p e r v i s o r y  r e s p o n s i b i l i t y  
o v e r  th e  m id w iv e s  t r a in e d  u n d er th e  W or ld  
Ba nk  p r o j e c t  who a l s o  wor k o u t  o f  th e  r u r a l  
h e a l t h  u n i t .  I t  i s  p r e s e n t l y  un kn ow n j u s t  how 
th e  W or ld  Ba nk  p r o j e c t  m id w iv e s w i l l  i n t e r f a c e  
w it h  th e  USAI D p r o j e c t  o u tr e a c h  w o r k e r s — b o th  
w i l l  be  w o rk in g  in  th e  sam e r u r a l  o u t l y i n g  
c o m m u n it ie s . The  o v e r la p  and d u p l i c a t i o n  
r e s u l t s  fr om  f a i l u r e  o f  W or ld  Ba nk  p e r s o n n e l to  
c o n f e r  w it h  USA ID p e r s o n n e l in  d e s ig n in g  t h e i r  
p r o j e c t .  L o c a l g o v e rn m e n ta l o f f i c i a l s  r e c o g n iz e  
th e  p ro b le m  and  a r e  now e x p lo r in g  m ea ns  t o  
a v o id  th e  tw o d i f f e r e n t  g r o u p s  o f  r u r a l  w o rk e rs  
fr om  c o m p e ti n g  w it h  a n d /o r w o rk in g  in  c o n f l i c t  
w it h  e a c h  o t h e r .  An even  mo re s e v e r e  p ro b le m  
d e s c r i b e d  by  a g o v e rn m e n ta l o f f i c i a l  i s  a v o id a n c e  
o f  c o m p e t i t io n  a t  h ig h e r  g o v e rn m e n ta l l e v e l s — he 
b e l i e v e s  t h e r e  i s  an  u r g e n t  nee d to  com b in e th e  
USAI D an d W or ld  Ba nk  p o p u la t io n  p r o j e c t s  i n t o  a 
s i n g l e  p r o j e c t .

(4 )  Th e $50  m i l l i o n  a v a i l a b l e  in  th e  W or ld  Ban k p r o j e c t  
r e p r e s e n t s  pow er  and  th e  D ep art m en t o f  H e a l t h 's
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d i s t r i b u t i o n s  t o  l o c a l  g o v e r n o r s  o f  p r o v in c e s  who 
h av e  g e n e r a l  j u r i s d i c t i o n  o v e r  th e  r u r a l  h e a l t h  
u n i t  p e r s o n n e l  c o n s t i t u t e  a p a t r o n a g e  p lu m . S a l a r i e s  
p a id  u n d e r  th e  p r o j e c t ,  b o th  a t  D e p a rtm e n t o f  H e a lt h  
h e a d q u a r t e r s  an d in  th e  r u r a l  a r e a s ,  a r e  h ig h e r  th a n  
a v e r a g e  w h ic h  h a s  l e d  t o  m o ra le  an d b u r e a u c r a t i c  
p ro b le m s .

(5 )  In  g a th e r in g  d e m o g ra p h ic  d a t a ,  th e  c o u n t r y  c o u n ts  
w i th d ra w a l  an d rh y th m  amo ng u s e r s  an d a c c e p t o r s  
o f  c o n t r a c e p t i v e  d e v ic e s  w h ic h  m ost  c o u n t r i e s  do  
n o t ,  an d a s se m b ly  o f  s t a t i s t i c s  a l s o  i s  wea k b e c a u s e  
o f  n o t  t a k in g  i n t o  a c c o u n t  p ro g ra m  d r o p o u t s .  The 
P o p u la t io n  C om m is si on h a s  one s e t  o f  d e m o g ra p h ic  
f i g u r e s ,  t h e  D e p a rtm e n t o f  H e a l th  a n o th e r ,  an d th e  
U n i v e r s i t y  a n o th e r .  An u m b re l la  ag en c y  m erg e s  th e  
t h r e e  s e t s  o f  f i g u r e s  f o r  r e p o r t s  an d p r e d i c t i o n s .

V  An e s t i m a t e  o f  new  a c c e p t o r s  i s  u sed  by  th e  W or ld
Ba nk  in  m ak in g i t s  p r o j e c t i o n s  o f  th e  c o n t r i b u t i o n  
o f  i t s  p r o j e c t  to w a rd  r e d u c in g  p o p u la t i o n  g ro w th ; 
USAID u s e s  c o n t in u o u s  u s e r s  a s  i t s  p r im a ry  d a t a  
b a s e — a m or e r e l i a b l e  s t a t i s t i c .

(6 ) Th e c o m p u te r iz e d  m an ag em en t i n f o r m a t io n  sy s te m  
b e in g  d e v e lo p e d  i s  b e h in d  s c h e d u le  an d o ne  
o f f i c i a l  d o u b t s  t h a t  i t  c an  w or k (h e  w ould  
r a t h e r  d i s c a r d  th e  c o m p u te r)  b e c a u s e  o f  d u p l i c a 
t i o n  and  u n r e l i a b i l i t y  o f  d a t a  g a th e r e d  a t  th e  
p r o v in c e  l e v e l  by  u n s o p h i s t i c a t e d  an d u n t r a in e d  
w o r k e r s .  He o b s e rv e d  a l s o  t h a t  th e  f e r t i l i t y  
r a t e  o f  4 .3  t o  be  r e a c h e d  by  th e  y e a r  20 00  wa s 
s im p ly  a t a r g e t  g o a l  an d in  no  way a r e l i a b l e  
p r o j e c t i o n .  Th e nu m ber  o f  c o n t in u o u s  u s e r s  o f  
f a m i ly  p la n n in g  m e th o d s  c u r r e n t l y  i s  a d e c l i n i n g  
s t a t i s t i c .

(7 )  In  a v i s i t  to  a r u r a l  h e a l t h  u n i t ,  a l o c a l  
o f f i c i a l  o f  t h a t  u n i t  r e p o r t e d  t h a t  f a m i ly  
p la n n in g  s e r v i c e  t h e r e  ha d d e c l i n e d  fr om  c o v e ra g e  
o f  45 p e r c e n t  o f  th e  m a r r ie d  c o u p le s  o f  r e p r o 
d u c t i v e  ag e  a t  th e  b e g in n in g  o f  th e  p ro g ra m  to
15 p e r c e n t  c u r r e n t l y ;  m ost  women who o r i g i n a l l y  
a c c e p te d  u se  o f  th e  p i l l  h av e  c e a s e d  u se  an d 
c e a s e d  v i s i t s  t o  th e  c l i n i c ;  o n e  m id w if e  w o rk in g  
w ith  20 f a m i l i e s  r e p o r t e d  no  r e p e a t  v i s i t s  by  
an y o f  th e  2 0 ; rh y th m  an d w ith d ra w a l  s im p ly  do  
n o t  w ork ; and  in  r e s p o n d in g  t o  th e  I n v e s t i g a t i v e

M S t a f f ' s  co mmen t on  th e  l a r g e  s i z e ,  s p a c io u s  ac co m 
m o d a t io n s , an d e x c e l l e n t  c o n s t r u c t i o n  m a t e r i a l s  
o f  th e  r u r a l  h e a l t h  u n i t  b u i l d i n g ,  i t  was  p o in te d  
o u t  t h a t  t h i s  p a r t i c u l a r  o ne  w as  th e  l a r g e s t  o f  
th e  20 5 t h a t  ha d b e en  b u i l t  in  th e  c o u n t r y  b e c a u s e

•  th e  M i n i s t e r  o f  H e a l th  was  from  t h a t  p r o v in c e .
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(8 ) An o f f i c i a l  o f  th e  p o p u la t io n  c e n t e r  o f  th e
U n i v e r s i t y  r e p o r t e d  t h a t  th e  m id w iv e s  t r a in e d  und er  
th e  W or ld  Ba nk  p r o j e c t  h ave  been  fo und  to  be p o o r ly  
t r a in e d  in  f a m i ly  p la n n in g  m a tt e r s  (m an y c o u ld  
n o t i n s t r u c t  in  th e  p r o p e r  u se  o f  c o n t r a c e p t i v e  
d e v i c e s )  an d had t o  be s e n t  b a ck  f o r  r e t r a i n i n g ;  
th e y  h a v e  b een  c o n c e n t r a t i n g  m or e on  h e a l t h  
s e r v i c e s  th an  f a m i ly  p la n n in g  c o u n s e l in g  a n d , 
in  f a c t ,  th e  e n t i r e  W or ld  Ba nk  p r o j e c t  i s  mo re 
o f  a h e a l t h - c a r e  p r o j e c t  th an  p o p u la t io n ;  th e  
la y w o r k e r s  in  th e  USA ID o u tr e a c h  p ro gr am  ne ed  
th e  s u p p o r t  o f  t r a i n e d  m id w iv e s b u t th e  tw o 
p r o j e c t s  p ro c e e d  a lo n g  s e p a r a t e  p a th s ;  an d r e -  
c o r d s  m a in ta in e d  b y th e  f u l l - t i m e  o u tr e a c h  w o rk e rs  
und er  USA ID on  f a m i ly  p la n n in g  and  u s e r s  a r e  
s e p a r a t e  fr om  r e c o r d s  m a in ta in e d  by m id w iv e s  
u nd er  th e  W or ld  Ban k p r o j e c t  an d t h e r e  i s  no 
c o r r e l a t i o n  o f  th e  b a s i c  d a ta  c o n ta in e d  in  t h e s e  
s e p a r a t e  r e c o r d s .

(9 )  Th e c o u n t r y 's  b u d g e te d  r e s o u r c e s  p r e s e n t l y  p r o 
v id e  in a d e q u a te  m a in te n a n c e  o f  e x i s t i n g  h e a l t h  
and m e d ic a l f a c i l i t i e s  and eq u ip m en t;  a c c o r d i n g l y ,  
i t  i s  de em ed  h i g h l y  d u b io u s  t h a t  th e  go ve rn m e n t 
w i l l  be  a b le  to  a b s o r b  th e  f u t u r e  c o s t s  o f  m ain 
te n a n c e  o f  th e  r u r a l  h e a l t h  u n i t s ,  t r a i n i n g  
f a c i l i t i e s ,  j e e p s ,  an d s a l a r i e s  o f  th e  m id w iv e s  
fu n ded u nd er  th e  W or ld  Ba nk  p r o j e c t  w ith o u t  
f u r t h e r  in f u s i o n  o f  a s s i s t a n c e .

(1 0 )  The  W or ld  Ba nk  p r e s e n t l y  h as u n d er c o n s i d e r a t i o n  
a se con d  p o p u la t io n  p r o j e c t  f o r  th e  c o u n t r y  a s  
a fo l lo w - o n  f o r  th e  f i r s t  o n e . Th e f i r s t  $50 
m i l l i o n  p r o j e c t  ha d a s u b s t a n t i a l  c o s t  u n d err u n  
o f  so me $2 1 m i l l i o n ,  in c lu d in g  s a v in g s  o f  som e 
$3 m i l l i o n  b y th e  c o u n t r y 's  u s in g  l e s s  e x p e n s iv e  
c o n s t r u c t i o n  m a t e r i a l  th an  had been  p la n n e d  and  
an  $1 8 m i l l i o n  c o n t in g e n c y  p r o v i s i o n  t h a t  wa s 
fo und u n n eed ed . How to  u se  th e s e  a v a i l a b l e  fu n d s  
i s  c u r r e n t l y  u n d er s tu d y  a lo n g  w it h  th e  p la n n in g  
fo r  th e  se co n d  W orl d  Ba nk  p r o j e c t .  A t th e  ti m e  
o f  th e  I n v e s t i g a t i v e  S t a f f ' s  v i s i t ,  c o u n t r y  
o f f i c i a l s  a d v is e d  t h a t  p r e s e n t  p la n n in g  f o r  th e  
se co n d  p r o j e c t  w as  to  s e t  up a p i l o t  r e s e a r c h  
p r o j e c t  in  f i v e  p r o v in c e s  to  g a in  e x p e r ie n c e  a s  
how b e s t  to  a p p ro a ch  th e  p o p u la t io n  c o n t r o l  
p ro ble m  th ro u g h o u t  th e  c o u n t r y  a s  w e l l  a s  how to  
s t r e n g t h e n  m an ag em en t amon g th e  g o v e rn m e n ta l 
a g e n c ie s  in v o lv e d  in  p o p u la t io n  m a t t e r s .  Th ou gh  
c o u n t r y  o f f i c i a l s  s e e  a c l e a r  ne ed  to  i n t e g r a t e  
th e  USA ID and W or ld  Ba nk  p r o j e c t  a p p r o a c h e s ,
USAI D ha d n o t b een  a p p ro a ch e d  b y W or ld  Ba nk
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r e p r e s e n t a t i v e s  a t  th e  ti m e  o f  th e  I n v e s t i g a t i v e  
S t a f f ' s  v i s i t .  USAID o f f i c i a l s  p o in te d  o u t  t h a t  
i f  th e  W or ld  Ba nk  i n t e n d s  t o  ta k e  o v e r  t h e i r  
p r o j e c t  ( a s  f r e q u e n t l y  h a p p e n s  in  o t h e r  s e c t o r s ) ,  
th e y  need  t o  know a b o u t  i t  in  s u f f i c i e n t  ti m e  to  
a v o id  b u d g e ti n g  f u r t h e r  f o r  i t .  I t  a p p e a r s  t h a t  
p la n n in g  a r e s e a r c h  p r o j e c t  to  a s c e r t a i n  th e  
b e s t  way  to  a p p ro a c h  th e  p ro b le m , a f t e r  t h e  $5 0 
m i l l i o n  b r i c k - a n d - m o r t a r  p r o j e c t ,  i s  a c a r t - b e f o r e -  
t h e - h o r s e  s i t u a t i o n  an d an  i l l - a d v i s e d  u se  o f  
r e s o u r c e s .

O f f i c i a l s  o f  b o th  th e  c o u n t r y  an d o f  th e  W or ld  Ban k do  
n o t  h e s i t a t e  t o  c o n ce d e  t h a t  th e  f o r e g o in g  p r o j e c t  h a s  s u f f e r e d  
a num ber  o f  e r r o r s  an d i s  n o t  a g lo w in g  ex am ple  o f  a w e l l - r u n  
p o p u la t i o n  p r o j e c t .  Th e W or ld  Ba nk  h a s  b een  a c t i v e  in  th e  
p o p u l a t i o n  s e c t o r  s i n c e  1 9 7 0 . Th e r e g io n a l  I F I s  h a v e  a v o id e d

V  p o p u la t i o n  p r o j e c t s .  B e s id e  r e l i g i o u s  an d c u l t u r a l  im p e d im e n ts
in  many p a r t s  o f  th e  T h ir d  W o rl d , th e y  c o n s t i t u t e  an  a r e a  o f  
s o c i a l  e n g in e e r in g  in  w h ic h  no  o n e  r e a l l y  kn ow s w hat w i l l  w ork  
s u c c e s s f u l l y .  Th e W or ld  Ban k in  19 76  c o m m is si o n ed  a s tu d y  by 
an  e x t e r n a l  a d v i s o r y  p a n e l  t o  re v ie w  th e  B a n k 's  s t r a t e g i e s ,  
p o l i c i e s ,  and  p ro g ra m s in  th e  p o p u l a t i o n  f i e l d  an d p r o v id e  
c o u n s e l  on  how th e  Ba nk  c o u ld  b e s t  u t i l i z e  r e s o u r c e s  e f f e c t i v e l y  
in  th e  s e c t o r .  Th e r e s u l t  was  c r i t i c a l  in  s e v e r a l  a r e a s ,  
su c h  a s :  (1 )  in a d e q u a te  i n c o r p o r a t i o n  o f  p o p u la t i o n  c o n s i d e r a 
t i o n s  in  th e  B a n k 's  o v e r a l l  e co n o m ic  a n a ly s e s  and  r e p o r t i n g ;
(2 ) i n s u f f i c i e n t  r e s e a r c h ;  (3 ) o v e r ly  a m b i t io u s  d e m o g ra p h ic  
t a r g e t s ;  (4 ) o f  th e  11 p r o j e c t s  re v ie w e d  ($ 123 m i l l i o n ) ,  
t h r e e - f o u r t h s  o f  th e  t o t a l  p r o j e c t  su ms w ent f o r  h a rd w a re  
( b u i l d i n g s ,  e q u ip m e n t,  an d v e h i c l e s )  w i th  f a m i ly  p la n n in g  
r e p r e s e n t i n g  a m in o r f r a c t i o n  o f  th e  h a rd w a re  u s a g e ;  an d (5 ) 
u n h e a l th y  r e a c t i o n  by  r e c i p i e n t  c o u n t r i e s  t h a t  th e  Ba nk  ha d 
u se d  " h e a v y -h a n d e d "  p r e s s u r e  t a c t i c s  in  g e t t i n g  th em  to  a c c e p t  
th e  p r o j e c t s  a s  c o n c e iv e d  an d p la n n e d  by th e  W or ld  B ank .

In  m ak in g  d e v e lo p m e n t lo a n s  g e n e r a l l y ,  an d m or e p a r t i c u l a r l y  
in  m ak in g  a f i r s t  o n e  in  a s o c i a l  s e c t o r  w i th in  a c o u n t r y ,  
e r r o r s  a r e  t o  be  e x p e c te d .  The W or ld  B an k, r e c o g n iz in g  t h a t  
s h o r t  o f  n u c l e a r  w ar  th e  g r a v e s t  i s s u e  th e  w o rl d  f a c e s  o v e r  
t h e  d e c a d e s  a h e a d  i s  u n c h ec k ed  p o p u l a t i o n  g ro w th , i s  t o  be  
co mmen ded f o r  i t s  com m itm ent t o  p o p u la t i o n  p r o j e c t s .  Th e 
o t h e r  I F I s  s h o u ld  a l s o  be  in  th e  s e c t o r  p a r t i c u l a r l y  in  l i g h t  
o f  t h e i r  c l o s e r  b o n d s  an d common i n t e r e s t s  w i th  th e  c o u n t r i e s  
w h ere  c u r t a i l m e n t  o f  p o p u l a t i o n  g ro w th  i s  m ost  n e e d e d . 
N e v e r t h e l e s s ,  th e  c i t e d  d e f e c t s  in  th e  f o r e g o in g  p r o j e c t  a r e  
d e m o n s t r a t iv e  o f  in a d e q u a te  p l a n n i n g ,  c o o r d i n a t i o n ,  an d

* s u p e r v i s o r y  c o n t r o l ,  e s p e c i a l l y  in  v ie w  o f  th e  s u b s t a n t i a l
fu n d in g  in v o lv e d  f o r  a p o p u la t i o n  s e c t o r  l o a n .
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D. P la n n in g  and P o l ic y  D i r e c t io n s

1 . A l l o c a t io n  o f  R e so u rc e s  and S e le c t io n  o f  P r o je c ts

The b a s ic  fr am e w o rk  fr o m  w h ic h  I F I  re s o u rc e s  a re  a ll o c a te d  and p r o je c t s  s e le c te d  i s  th e  lo n g -ra n g e  p la n n in g  p ro g ra m  f o r  each c o u n t r y ,  n o rm a ll y  c o v e r in g  a 5 -y e a r  c y c le .T here  i s  no  g lo b a l o r  r e g io n a l  s t r a te g y  g o v e rn in g  th e  a l l o c a t io n  o f  re s o u rc e s .  A t th e  W o rl d  Ba nk  and ADB,  re v ie w s  o f  th e  c o u n t r y  p ro g ra m s c o l l e c t i v e l y  a re  made a g a in s t  econom ic  c o n d i t io n s  in  eac h c o u n tr y  as r e p o r te d  in  th e  p e r io d ic  econom ic  r e p o r t s  and me moranda  p re p a re d  o f  m acro -e conom ic  c o n d i t io n s ,  e . g . ,  in co m e d i s t r i b u t i o n ,  p e r  c a p it a  in com e, p o p u la t io n ,  e x p o r t  c r e d i tw o r t h in e s s ,  a b s o rp t iv e  c a p a c i t y ,  and p e rf o rm a n c e  on  e x is t in g  lo a n s ,  m aki ng b a n k -w id e  c o m p a ri s o n s  to  a r r i v e  a t  t e n t a t i v e  a l l o c a t io n  o f  re s o u rc e s .  IDB and  AfDF  a re  le s s  con ce rn e d  w it h  th e  w ho le  econom ic  c o n d i t io n  o fth e  c o u n t r ie s  and te n d  to  e v a lu a te  more on  th e  b a s is  o f  th e  sw o r th  o f  in d iv id u a l  p r o je c t s .

Th e in d iv id u a l  p r o je c t s ,  th e re u p o n  s e le c te d  by  c o u n tr y ,  e n te r  a 2 -y e a r  " p ip e l i n e "  c o n s t i t u t in g  a l i s t i n g  o f  a l l  p r o je c t s ,  u n d e r c o n s id e r a t io n  f o r  le n d in g  w it h  a b r i e f  d e s c r ip t io n  o f  e a c h . C o n s id e ra t io n  i s  g iv e n  in  th e  s e le c t io n  p ro c e s s  to  an a p p ro p r ia te  d i s t r i b u t i o n  o f  p r o je c t s  among s e c to rs  w i t h in  eac h c o u n t r y ,  w i th  th e  s e c to rs  fo c u s e d  upon  th e  o v e r a l l  econom ic  m o d e ls . S p e c i f ic  p r o je c t s  a re  s e le c te d  on  th e  b a s is  o f  h ig h  p r i o r i t i e s  in  th e  econom ic  m odel and a c c e p ta b le  r a te s  o fr e t u r n  f o r  d e v e lo p m e n t.  The I F I s  a re  in te r e s te d  in  a s p e c tso f  th e  c o u n t r y 's  econ om y w h e re in  th e  m ost  in f lu e n c e  m ig h t  be e x e rc is e d  in  a l t e r in g  o r  e m p h a s iz in g  b ro ad  econom ic  p o l i c ie s  and in  b u i ld in g  i n s t i t u t i o n s  w i t h in  th e  c o u n t r y ;  th o u g h  a t  ID B , p la n n in g  s u f f e r s  fr om  th e  i n a b i l i t y  t o  l i n k  p ro p o se d  p r o je c t s  to  an  o v e r a l l  econom ic  fr a m e w o rk .

The c o u n tr y  p la n n in g  docum ents  f o r  th e  5 -y e a r  p ro g ra m  c y c le  a re  n o t  a v a i la b le  to  th e  E x e c u ti v e  D ir e c to r s  and th e  Board  does n o t  g e t  in v o lv e d  in  th e  a l lo c a t io n  o f  re s o u rc e s  and  le n d in g  s t r a te g y  by  c o u n tr y  o r  by s e c to r .  C o u n tr y  p la n n in g  d r iv e s  th e  re s o u rc e  a l lo c a t io n  more s i g n i f i c a n t l y  th a n  does s e c to r  p la n n in g .

A p r o je c t  n o rm a ll y  ta k e s  some 24 t o  30 m onth s fr om  i d e n t i f i c a t i o n  to  p re s e n ta t io n  to  th e  Board  f o r  a p p ro v a l.The  p ip e l in e  o f  p r o je c t s  b e in g  w ork ed up has a d e l ib e r a t ep la n n e d  o ve ra g e  beyo nd  th e  a n n u a l le n d in g  pro gra m  e n v is io n e da t  each I F I .  A t th e  W orld  B ank , th e  o v e ra g e  has be en  ru n n in g40  p e rc e n t  and a t  IDB 33 p e rc e n t .  Some m a rg in  i s  e s s e n t ia l  •*so  as  to  re p la c e  p r o je c t s  t h a t  d ro p  o u t w it h  o th e r s  s u i t a b lef o r  le n d in g  in  th e  c o u n tr y  o r  r e g io n  and to  c o n t r o l  th e
t im in g  and m ix  o f  Board  p r e s e n ta t io n s .  A t th e  same t im e ,  ane x c e s s iv e  m a rg in  i s  c o s t l y  and u n d e s ir a b le  in  te rm s  o f  th e
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m an po wer  to  g e n e r a t e  an d u p d a te  p r o j e c t s  in  th e  p i p e l i n e .
The W or ld  Ba nk  h a s  b een  e x p e r im e n t in g  in  19 78  w ith  a re d u c e d  
p i p e l i n e  (1 5 t o  20  p e r c e n t )  a s  a c o s t - s a v i n g  m e a s u re , b u t  
p r o j e c t i o n s  i n d i c a t e  t h a t  i t  w i l l  so o n  r i s e  t o  fo rm e r l e v e l s .

P r e s e n t  an d fo rm e r s t a f f  m em be rs  an d o f f i c i a l s  o f  th e  
I F I s  h av e  d e c r i e d  th e  p r e s s u r e  up on  s t a f f  t o  m ee t a n n u a l 
l e n d in g  t a r g e t s  w i th  e m p h a s is  upon q u a n t i t y  o f  co m m it m en ts  ma de  
a n n u a l ly  r a t h e r  th a n  up on  a s s u r a n c e  o f  q u a l i t y  p r o j e c t s .  A ls o  
c i t e d  by  t h e s e  o f f i c i a l s  a s  w e l l  a s  by  o f f i c i a l s  in  some o f  
th e  c o u n t r i e s  v i s i t e d  i s  th e  te n d e n c y  o f  th e  I F I s ,  p a r t i c u l a r l y  
in  r e c e n t  y e a r s  w i th  e m p h a s is  up on  s o c i a l  p r o j e c t s ,  t o  o v e r s e l l  
LDCs in  a c c e p ta n c e  o f  e x p e n s iv e  p r o j e c t s  d e s ig n e d  by th e  I F I s ,  
s t r a i n i n g  th e  a b s o r p t i v e  c a p a c i t i e s  o f  t h e  LDCs to  im p le m en t 
an d m an ag e th e  p r o j e c t s .  Co mme nts c o n c e r n in g  su ch  p r a c t i c e s  
a r e  s u p p o r te d  by  th e  s t a t i s t i c a l  sh ow in g  o f  th e  la g  in  d i s 
b u rs e m e n ts  t h a t  o c c u r s  a f t e r  co m m it m en ts  a r e  ma de an d a p p ro v e d  
w h ic h  i s  common among a l l  o f  th e  I F I s  a s  w e l l  a s  th e  p ro b le m  
common among  th e  I F I s  o f  " b u n c h in g ,"  e . g . ,  th e  p r e s e n t a t i o n  
f o r  B oar d  a p p r o v a l  in  th e  l a s t  q u a r t e r  o f  th e  y e a r  o f  40  t o  
50  p e r c e n t  o f  th e  t o t a l  com m it m en ts  f o r  th e  y e a r  ( o v e r  50 
p e r c e n t  a t  IDB) .

In  th e  I n v e s t i g a t i v e  S t a f f ' s  f i e l d  v i s i t s ,  co m m en ts  
a l s o  w ere  mad e by p r o j e c t  m a n a g e rs  an d l o c a l  o f f i c i a l s  
c o n c e r n in g  th e  h ig h e r  l e v e l s  o f  fu n d in g  o f  c e r t a i n  p r o j e c t s  
th a n  w ere  de em ed  n e c e s s a r y ,  a s  w e l l  a s  o f  m or e e l a b o r a t e  
d e s ig n  th a n  was  r e a l l y  n e e d e d . One g o v e rn m e n ta l o f f i c i a l  in  
an  A s ia n  c o u n t r y  a d v is e d  he d id  n o t  d e s i r e  IF I  p a r t i c i p a t i o n  
in  a $2 8 m i l l i o n  d a i r y  p r o j e c t  b u t  c o n s e n te d  r e l u c t a n t l y  
b e c a u s e  o f  t h e  n eed  f o r  f o r e ig n  e x c h a n g e . Th e lo a n  i s  th ro u g h  
th e  s o f t  windo w o f  th e  W or ld  Ba nk  a t  t h r e e - f o u r t h s  p e r c e n t  
s e r v i c e  c h a r g e  b u t  s u b l e n t  by t h e  l o c a l  g o v e rn m e n t b an k  to  
fa rm e r  c o o p e r a t i v e s  a t  11 p e r c e n t ,  w h ic h  th e  g o v e rn m e n ta l 
o f f i c i a l  b e l i e v e s  i s  e x c e s s i v e .  He a l s o  i s  a p p r e h e n s iv e  o f  
th e  s u p e r v i s o r y  e f f o r t s  o f  W or ld  Ba nk  " c o l l e g e "  f a rm e rs  who 
c a n n o t  a p p r e c i a t e  th e  p r a c t i c a l  p ro b le m s  o f  d e a l i n g  w i th  10 
m i l l i o n  f a rm e r s  in  th e  d a i r y  c o o p e r a t i v e .

In  a L a t in  A m eri can  c o u n t r y ,  a $4 4 m i l l i o n  IDB lo a n  
f o r  an  u rb a n  d e v e lo p m e n t p r o j e c t  ( t o t a l  p r o j e c t  c o s t  $8 6 
m i l l i o n )  in  a p o o r  s e c t i o n  o f  a m e t r o p o l i t a n  c i t y  i s  f o r  
s i t e s  an d s e r v i c e s ,  s t r e e t  p a v in g ,  h o s p i t a l  an d c l i n i c s ,  lo w 
c o s t  h o u s in g  u n i t s ,  s c h o o l s ,  co m m unity  c e n t e r ,  an d gym nas iu m  
to  s e r v e  th e  co m m u n it y . At  th e  ti m e  o f  th e  I n v e s t i g a t i v e  
S t a f f ' s  v i s i t ,  th e  p r o j e c t  wa s p r o c e e d in g  s a t i s f a c t o r i l y  an d 
c o n s t r u c t i o n  was  e x p e c te d  to  be  c o m p le te d  in  1 9 79 . O v e r a l l ,  
th e  p r o j e c t  c l e a r l y  w i l l  s u b s t a n t i a l l y  b e n e f i t  a l a r g e  seg m en t 
o f  p o o r  r e s i d e n t s  o f  th e  c i t y ;  h o w e v e r , i t  a p p e a re d  t h a t  th e  
co m m unity  c e n t e r  and  sw im ming p o o l- g y m n a siu m  w ere  o v e r d e s ig n e d  
f o r  su ch  p u r p o s e s  an d a r e  m or e e l a b o r a t e  f a c i l i t i e s  th a n  m ig h t 
be  fo und in  a f f l u e n t  c o m m u n it ie s  o f  d e v e lo p e d  c o u n t r i e s .  P h o to 
g r a p h s  d e p i c t i n g  th e  tw o f a c i l i t i e s  a r e  on th e  fo l lo w in g  p a g e .
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V

S im i la r l y ,  a p o p u la t io n  p r o je c t  fu nded  by  an IDA lo a n  
o f  $13 m i l l i o n  (4 0 p e rc e n t  o f  th e  p r o je c t  c o s t )  in  an A s ia n  
c o u n tr y ,  encom pass in g  many com ponen ts , in c lu d e d  an a d m in is t r a 
t io n  b u i ld in g  to  house  a d m in is t r a t iv e  s t a f f  f o r  f a m i ly  p la n n in g  
The  p r o je c t  had many o f  th e  d e fe c ts  o f  th e  p o p u la t io n  p r o je c t  
in  a n o th e r  A s ia n  c o u n tr y  c i t e d  e a r l i e r ;  n a m e ly , e x c e s s iv e  
am ounts  f o r  ha rd w a re  and b r i c k  and m o r ta r  c o n s t r u c t io n  r a th e r  
th a n  c o n c e n t r a t io n  up on  th e  human e le m e n t n e c e s s a ry  in  re a c h in g  
th e  r u r a l  p o o r in  re m o te  s e c t io n s  o f  th e  c o u n t r y .  The 
a r c h i t e c t u r a l  d e s ig n  o f  th e  a d m in is t r a t io n  b u i ld in g  f o r  f a m i ly  
p la n n in g  was  in s is t e d  up on  by lo c a l  g o v e rn m e n ta l o f f i c i a l s  so  
as to  c o n fo rm  to  t r a d i t i o n a l  a r c h i t e c t u r a l  d e s ig n  c o m p a t ib le  
w i th  o th e r  b u i ld in g s .  In  th e  same c o u n tr y ,  a b u i ld in g  to  ho us e 
a d m in is t r a t iv e  s t a f f  f o r  a to u r is m  p r o je c t ,  w h ic h  p r o je c t  i s  
d e s c r ib e d . in  a l a t e r  s u b s e c ti o n  o f  t h i s  s e c t io n  o f  th e  r e p o r t  
d e a li n g  w it h  to u r is m  le n d in g ,  l ik e w is e  was  o v e rd e s ig n e d  to  
co n fo rm  to  lo c a l  t r a d i t i o n s .  P h o to g ra p h s  o f  b o th  o f  th e s e  
b u i ld in g s  a p p e a r on  th e  fo l lo w in g  page .
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2.  G ra d u a t io n  o f  B o rro w in g  C o u n tr ie s

T here  a re  no  s p e c i f i c  c r i t e r i a ,  in  te rm s o f  p e r  c a p i ta  
in com e , by w h ic h  g ra d u a t io n  fr om  I F I  h a rd  le n d in g  is  a d ju d g e d , 
th ough  th e  c o u n t r ie s  w h ic h  hav e g ra d u a te d  in  r e c e n t  y e a rs  ha ve  
had p e r c a p it a  in co m e in  excess  o f  $ 2 ,0 0 0 . A ls o ,  i t  i s  n o t  
u n u sua l f o r  a c o u n tr y  t h a t  has g ra d u a te d  to  a g a in  be  deemed 
e l i g i b l e  and a nu mbe r o f  o th e r  f a c t o r s  g o v e rn  su ch  e l i g i b i l t y ,  
e . g . ,  c r e d i tw o r t h in e s s  in  c a p i t a l  m a rk e ts  and a b i l i t y  to  
b o rr o w  th e re f ro m  on  te rm s  a f f o r d a b le .  A t th e  W orld  B ank,  
e ig h t  c o u n t r ie s  have g ra d u a te d  s in c e  1970.

A t th e  W o rl d  Ba nk  and ADB, g ra d u a t io n  fr om  s o f t  
le n d in g  to  h a rd  le n d in g  is  p re d ic a te d  up on  c h a r te r  p r o v is io n s  
and  p e r io d i c a l l y ,  as re p le n is h m e n ts  f o r  s o f t  le n d in g  a re  made 
a v a i la b le  by  a g re em en t among d o n o r c o u n t r ie s ,  th e  LDCs f o r  
whom s o f t  le n d in g  i s  a v a i la b le  a re  d e te rm in e d . F o r e xa m p le , 
under th e  ID A 4 th  r e p le n is h m e n t ,  4 c o u n t r ie s  wer e ad ded 
(2  o f  whom w ere  new me mb ers  o f  th e  W orld  Ba nk ) and 13 w ere  
d ro pped  (9  o f  whom g ra d u a te d  to  h a rd  le n d in g ) ;  under th e  IDA 
5 th  r e p le n is h m e n t ,  9 c o u n t r ie s  w ere  ad de d (3  o f  whom were  new 
me mb ers  o f  th e  W o rl d  Ban k)  an d 9 c o u n t r ie s  d ro pped  ( a l l  o f  
whom were  g ra d u a te d ) .  As a c o u n tr y  app ro a ch e s  th e  u p p e r le v e l  
o f  th e  p e r - c a p it a - in c o m e  c r i t e r i o n  o r  c o n v e rs e ly  s u f f e r s  a 
d e c li n e  in  i t s  c r e d i tw o r th in e s s  f o r  ha rd  le n d in g ,  i t  may be 
c o n s id e re d  a " b le n d "  c o u n tr y  where  b o th  h a rd  and s o f t  lo a n s  
a re  made. The th re e  c r i t e r i a  by  w h ic h  a v a i l a b i l i t y  f o r  s o f t  
le n d in g  i s  ju d g e d  a re  (a ) r e l a t i v e l y  le s s  d e v e lo p e d  (b e lo w  
$5 50  in  p e r c a p it a  in co me in  197 6 d o l l a r s ) ;  (b ) la c k
c r e d it w o r th in e s s  f o r  c o n v e n t io n a l le n d in g ;  and (c )  be in  a 
p o s i t io n  to  us e s o f t  le n d in g  re s o u rc e s  e f f e c t i v e l y ,  as  
in d ic a te d  by t h e i r  econom ic  p e rf o rm a n c e  and  a b s o rp t iv e  
c a p a c it y .  A l l  th re e  c r i t e r i a  m us t be m e t.

A t ID B , th e re  i s  no  d e f in e d  inco me t e s t  o r  s p e c i f i c  
c r i t e r i a  w h ic h  m us t be  m et f o r  an LDC to  be  e l i g i b l e  f o r  s o f t  
le n d in g .  ID B ha s an  e x te n s iv e  s e t  o f  g u id e l in e s  t o  be a p p li e d  
and s p e c ia l c ir c u m s ta n c e s  may be  c o n s id e re d ,  as  w e ll  as  s o f t  
le n d in g  f o r  a lo w - in c o m e  re g io n  o f  an o th e rw is e  h ig h - in c o m e  
c o u n tr y  o r  f o r  p r o je c t s  d i r e c t l y  b e n e f i t in g  lo w -i n co m e  s e c to rs  
F u r th e r ,  th e  w e a l t h ie r  and mor e c r e d i tw o r t h y  c o u n t r ie s ,  e . g . ,  
B r a z i l ,  A r g e n t in a ,  an d M ex ic o  hav e access  to  s o f t  le n d in g  by  
b o rro w in g  back  t h e i r  own c u r r e n c ie s .  As d e m o n s tr a te d  in  
T a b le  2 e a r l i e r ,  27 p e rc e n t  o f  IDB  s o f t  le n d in g  is  to  th e  
h ig h - in c o m e  LDCs (o v e r  $ 1 ,1 3 5  p e r  c a p it a  in c o m e ), w here as 
no ne  o f  th e  W o rl d  Ba nk  o r  AfDF  s o f t  le n d in g  and le s s  th a n  
1 /2  o f  1 p e rc e n t  o f  ADB s o f t  le n d in g  i s  to  h ig h - in c o m e  LD Cs .
A t a l l  o f  th e  I F I s ,  th e re  i s  d i r e c t  in p u t  by  th e  Board  o f  
E x e c u ti v e  D ir e c to r s  in t o  th e  c la s s i f i c a t i o n  o f  c o u n t r ie s  
t h a t  a re  c o n s id e re d  m ost s u i t a b le  f o r  s o f t  le n d in g  bas ed  on  
re com m enda tions  by man ag em en t p u rs u a n t to  e s ta b l is h e d  c r i t e r i a  
In  c o n s id e r in g  c r i t e r i a  g o v e rn in g  th e  g ro u p in g  o f  c o u n t r ie s
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e l i g i b l e  f o r  s o f t  l e n d i n g ,  E x e c u ti v e  D i r e c t o r s  a t  th e  W or ldBa nk  h av e  re co m m en de d b ro a d e n in g  t h e  c r i t e r i a  b a s e  so  t h a tf a c t o r s  o t h e r  th a n  p e r  c a p i t a  in co m e a r e  ju d g e d ,  e . g . ,  d i s t r i b u t i o n  o f  in co m e , i n f a n t  m o r t a l i t y ,  l i t e r a c y  r a t e s ,  e t c .Th e C hair m an  r e s p o n d e d  t o  su c h  s u g g e s t i o n s  by  o b s e r v in g  t h a tsu c h  p o i n t s  w ere  i n t e r e s t i n g  an d w ould  be  c o n s id e r e d  by  t h e  s t a f f .
In  th e  p r e s e n t a t i o n  o f  a p p r o v a l  f o r  t h r e e  s e p a r a t e  lo a n s  t o  Rom an ia  d u r in g  FY 1 9 7 8 , E x e c u ti v e  D i r e c t o r s  o f  t h e  W orld Ba nk  r a i s e d  o b j e c t i o n s  b a se d  on  R om an ia ’ s a d v an c ed  s t a t e  o f  ec on om y an d t h e i r  r e l u c t a n c e  to  s u p p ly  th e  W or ld  Ba nk  b a s i c  d a t a  w h ere b y  th e  Ban k c o u ld  be  s u r e  o f  i t s  c r e d i t w o r t h i n e s s  (R om an ia  r e c e iv e d  $25 6 m i l l i o n  in  IBRD lo a n s  i n  FY 1 9 7 8 ) . M a n a g em en t' s  r e s p o n s e  was  t h a t  th e  W or ld  B an k’ s  p o s i t i o n  on Rom an ia  i s  t o  t r a n s f e r  r e s o u r c e s  so  •"a s  to  a id  i t  in  i t s  l a c k  o f  c o n v e r t i b l e  c u r r e n c y .

3 . P ro gra m  L en d in g

P ro g ra m  lo a n s  a r e  u se d  when n eed ed  to  t r a n s f e r  "*r e s o u r c e s  t o  s u p p o r t  d e v e lo p m e n t t h a t  c a n n o t  be  e f f e c t i v e l y  a c h ie v e d  by  f i n a n c in g  in v e s tm e n t  p r o j e c t s .  The y ma y p r o v id e  f o r e i g n  e x ch a n g e  f o r  f i n a n c in g  im p o r t s ,  e x p o r t  c r e d i t s ,  r e l i e f  o f  a n a t u r a l  d i s a s t e r ,  o r  s im p ly  t o  r e l i e v e  a s h a r p  d e t e r i o r a t i o n  o f  t r a d e  b a la n c e  o r  o v e r a l l  b a la n c e - o f - p a y m e n ts  c o n d i t i o n .By c h a r t e r ,  su c h  l o a n s  a r e  n o t  t o  be  ma de  e x c e p t  u n d e r  s p e c i a l  c i r c u m s t a n c e s ;  h o w e v e r , su c h  te rm  h a s  b een  c o n s t r u e d  r a t h e r  l i b e r a l l y .  P ro gra m  le n d in g  by th e  W or ld  Ba nk  (IB RD  and  IDA co m b in ed ) h a s  ra n g e d  fr o m  2 p e r c e n t  t o  9 p e r c e n t  o f  t o t a l  l e n d in g  d u r in g  th e  p a s t  5 y e a r s .  At  IDB , i t  i s  l e s s  th a n  1 p e r c e n t ;  ADB an d AfDF d o  n o t  ma ke p ro g ra m  l o a n s .  The y a r e  d i f f i c u l t  t o  m o n it o r  t o  c o n f ir m  u s e s  t o  w h ic h  f u n d s  a r e  p u t .
In  19 77  a f t e r  b r i e f  B oar d  d i s c u s s i o n s  o f  tw o p ro g ra m  lo a n s  t o  r e l i e v e  b a la n c e - o f - p a y m e n ts  p ro b le m s  ( J a m a ic a  an d T a n z a n ia )  w h e re in  i t  was  p o in te d  o u t  t h a t  a p ro g ra m  lo a n  was  b e in g  u se d  a s  a s u b s t i t u t e  f o r  a t r a n c h e  d ra w in g  fr om  IMF an d t h a t  t h e r e  was  a l a c k  o f  c o o r d in a t i o n  w i th  IMF, Ban k m an ag em en t a g re e d  th e y  r e p r e s e n t e d  a d e v i a t i o n  fr om  p o l i c y .  A s u b s e q u e n t  r e v ie w  o f  Ba nk  p o l i c y  w i th  th e  B oar d was  su m m ari zed  in  m a n a g e m e n t' s  a n n o u n ce m e n t t h a t  f u t u r e  p ro g ra m  le n d in g  w ou ld  b e  r e a s o n a b l e ,  t h a t  c l o s e r  c o o r d in a t i o n  w it h  IMF w ould  be  d e s i r a b l e ,  t h a t  t h e r e  w ould  be  a c l e a r e r  s t a t e m e n t  o f  c o n d i t i o n s  in  su c h  l o a n s  so  a s  t o  p e r m i t  m o n it o r in g  o f  p e r fo r m a n c e , an d t h a t  t h e r e  s h o u ld  be  a c l e a r e r  s t a te m e n t  in  f u t u r e  on  su ch  lo a n s  r e g a r d in g  IM F 's  p o s i t i o n .

4 . L o ca l C o s t F in a n c in g

ATh e c h a r t e r s  o f  th e  I F I s  p r o v id e  t h a t  in  e x c e p t i o n a l  c i r c u m s ta n c e s  wh en  l o c a l  c u r r e n c y  f o r  th e  p r o j e c t  c a n n o t  be r a i s e d  by  th e  b o rro w e r  on r e a s o n a b le  t e r m s ,  th e  I F I  ma y p r o v id e  an  a p p r o p r i a t e  am ount o f  su c h  c o s t .  Th e o p e r a b l e  p h r a s e  i s
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" e x c e p t io n a l  c i r c u m s ta n c e s "  w h ic h  i s  c h a r a c t e r i z e d  a s  " s p e c i a l  
c a s e s "  in  th e  c h a r t e r s  o f  th e  r e g io n a l  b a n k s . T h ere  h a s  b e en  
an  i n c r e a s in g  te n d e n c y  among  th e  I F I s  t o  g r a n t  th e  e x c e p t io n  
u n d e r t h a t  o p e r a b l e  p h r a s e  in  r e c e n t  y e a r s ,  p a r t i c u l a r l y  t o  
f i n a n c e  th e  s o - c a l l e d  "n ew  s t y l e "  p r o j e c t s  in  s o c i a l  s e c t o r s  
su c h  a s  h e a l t h ,  e d u c a t i o n ,  p o p u l a t i o n ,  n u t r i t i o n ,  i r r i g a t i o n ,  
r u r a l  d e v e lo p m e n t , an d u rb a n  r e n e w a l .  P r i o r  t o  th e  e m p h a s is  
up on  su c h  p r o j e c t s  ( 1 9 7 3 ) , ADB d id  n o t s u p p ly  l o c a l  c o s t  
f i n a n c in g .  O ver  th e  y e a r s ,  IDB h a s  p r o v id e d  l o c a l  c o s t  
f in a n c in g  to  a g r e a t e r  e x t e n t  th a n  th e  o t h e r  I F I s .  The 
E x e c u ti v e  D i r e c t o r s  o f  th e  W or ld  Ba nk  p a s s e d  a fo rm a l r e s o l u 
t i o n  in  19 64  t h a t  th e  Ba nk  c o u ld  ma ke  l o c a l  e x p e n d i tu r e  l o a n s

-» when n e c e s a r y  t o  i n s u r e  t h a t  h i g h - p r i o r i t y  p r o j e c t s  a r ec a r r i e d  o u t .

Th e p r o p o r t i o n  o f  t o t a l  p r o j e c t  c o s t s  r e p r e s e n t e d  in  
l o c a l  c o s t  f i n a n c in g  a t  th e  W or ld  Bank  s t a t i s t i c a l l y  i s

K r e p o r t e d  a s  h a v in g  ra n g e d  fr om  3 t o  16 p e r c e n t  in  th e  p a s t  5
y e a r s .  As a m a t t e r  o f  p o l i c y ,  ADB ( t r a d i t i o n a l l y  th e  m or e 
c o n s e r v a t i v e  o f  th e  I F I s  in  le n d in g  p r a c t i c e s )  h o ld s  l o c a l  
c o s t  f i n a n c in g  to  no m or e th a n  5 p e r c e n t  o f  h a rd  lo a n s  an d no  
m or e th a n  10 p e r c e n t  o f  s o f t  l o a n s .  IDB had  no  r e a d i l y  
a v a i l a b l e  s t a t i s t i c s ,  th o u g h  a t  b o th  IDB an d th e  W or ld  Bank  
i t  wa s n o te d  in  re v ie w s  o f  i n d iv i d u a l  p r o j e c t s  t h a t  l o c a l  
c o s t  p o r t i o n s  ra n g e d  o v e r  50  p e r c e n t .  An o f f i c i a l  a t  th e  
W or ld  Ba nk  e s t im a te d  t h a t  in  a g r i c u l t u r e  an d r u r a l  d e v e lo p m e n t p r o j e c t s  o n ly  a b o u t  o n e - t h i r d  o f  th e  p r o j e c t  c o s t s  on  th e*  
a v e r a g e  i s  a c t u a l l y  e x p en d ed  f o r  f o r e i g n  e x c h a n g e . In  a 
p ro p o se d  i r r i g a t i o n  p r o j e c t  in  an  A s ia n  c o u n t r y  a t  th e  W or ld  
Ba nk  f o r  $5 8 m i l l i o n ,  o ne  E x e c u ti v e  D i r e c t o r  r a i s e d  o b j e c t i o n  
to  th e  e x t e n t  o f  l o c a l  c o s t  f i n a n c in g  ( t w o - t h i r d s  o f  th e  
p r o j e c t  c o s t ) — th e  C hair m an  re sp o n d e d  t h a t  i t  wa s in  l i n e  
w it h  Ba nk p o l i c y  t o  s u p p o r t  su c h  f in a n c in g  up  t o  50  p e r c e n t  
o f  t o t a l  p r o j e c t  c o s t  wh en th e  p r o j e c t  d e a l t  w i th  im p o r ta n t  eco n o m ic  o b j e c t i v e s .

In  a n o th e r  A s ia n  c o u n t r y  a $6 5 m i l l i o n  u rb a n  re n e w a l 
p r o j e c t ,  o f  w h ic h  $3 2 m i l l i o n  ha d b een  f in a n c e d  by  th e  W or ld  Bank 
was  v i s i t e d  by  th e  I n v e s t i g a t i v e  S t a f f .  In  th e  P r e s i d e n t ' s  
R e p o r t an d th e  A p p r a i s a l  p r e s e n t e d  to  th e  B o a rd , i t  was  o n ly  
s t a t e d  t h a t  th e  $3 2 m i l l i o n  w ould  f in a n c e  th e  f o r e ig n  e x ch a n g e  c o s t s  w i th  no  a n a l y s i s  o f  c o m p a r a t iv e  l o c a l  an d f o r e ig n
e x c h a n g e  c o s t s  p r e s e n t e d .  I t  was  a l s o  s t a t e d  t h a t  c i v i l  
w ork s c o n t r a c t s  o f  m ore  th a n  $1 m i l l i o n  e ac h  f o r  a t o t a l  o f  
some $14 m i l l i o n  w ould  be  aw ard ed  on  th e  b a s i s  o f  i n t e r n a t i o n a l  
c o m p e t i t i v e  b id d in g  an d o t h e r  c i v i l  w ork s c o n t r a c t s  o f  l e s s  
th a n  $1 m i l l i o n  e a c h ,  a m o u n ti n g  to  som e $1 5 m i l l i o n ,  w ould  be

* aw ar ded  on th e  b a s i s  o f  l o c a l  c o m p e t i t i v e  b id d in g .  T h is
p r o j e c t  w i l l  be co m m en te d up on  m or e f u l l y  in  a l a t e r  s e c t i o n  
o f  th e  r e p o r t  a s  i t  i s  an  e x c e l l e n t  exam ple  o f  a id  to  th e  
p o o r e s t  o f  th e  p o o r . H ow ev er , in  e x am in in g  th e  v a r io u s  
co m p o n en ts  o f  th e  p r o j e c t  to  a t t e m p t  to  s e g r e g a t e  c o s t s  t h a t
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m ig h t  r e a s o n a b ly  le n d  th e m s e lv e s  t o  n o n lo c a l  c o s t s ,  l i t t l ec o u ld  be  fo u n d . H e a d q u a r te r s  s t a f f  r e p r e s e n t a t i v e s  a t  th eW orl d  Ba nk  a g re e d  t h a t  v e r y  l i t t l e  o f  th e  d i r e c t  c o s t s  o f  th ep r o j e c t  r e p r e s e n t e d  f o r e i g n  e x ch a n g e  c o s t s .  At th e  s i t e ,  th ep r o j e c t  m anager had  no  r e c o r d s  fr om  w hic h  he  c o u ld  p r o v id ean y  b re ak d o w n  o f  th e  e x p e n d i t u r e s  b e tw ee n  l o c a l  c o s t s  an df o r e i g n  e x ch a n g e  c o s t s ,  b u t  s a id  th e  p r e p o n d e r a n t  m a j o r i t y  o fa l l  c o s t s  in c u r r e d  in  th e  p r o j e c t  w ere  l o c a l .  T h ere  was  noi n t e r n a t i o n a l  c o m p e t i t i v e  b id d in g  b e c a u s e  a l l e g e d l y  no  n o n lo c a lf i r m  was  i n t e r e s t e d  in  b i d d in g .  Th e p o i n t  h e re  i s  t h a t  i ta p p e a r s  many p r o j e c t s  may  in v o lv e  s u b s t a n t i a l  f i n a n c in g  o f  l o c a lc o s t s  w h ic h  a r e  n o t  a p p a r e n t  in  d o cu m en ts  p r e s e n t e d  bym an agem ent an d do  n o t  sh ow  up  in  a n n u a l s t a t i s t i c a l  su m m ari es ro f  th e  t o t a l  am o u n ts  o f  l o c a l  c o s t  f i n a n c in g  by  I F I s  ( t h e  8 -  16 p e r c e n t  r a n g e  show n a b o v e ) .

A t th e  ti m e  o f  f o r m a t io n  o f  th e  I F I s ,  i t  was  th e  U n i te d  S t a t e s  t h a t  p r e s s e d  f o r  r e s t r i c t i o n s  in  th e  c h a r t e r s  g o v e r n in g  e x t e n t  o f  l o c a l  c o s t  f i n a n c in g ,  r e c o g n iz in g  th e  l o s s  o f  c o n t r o l  o v e r  th e  u se  o f  fu n d s  p ro v id e d  wh en th e  lo a n  i s  p r i m a r i l y  ex p en d ed  in  l o c a l  c o s t s .

5 . T o u ri sm  L end in g

Th e W or ld  Ba nk  and  IDB h av e  en g ag ed  in  to u r is m  le n d in g ;ADB and  AfDF h av e  n o t .  I t  h a s  r e p r e s e n t e d  a v e r y  m in o r am ou nt  o f  t o t a l  W or ld  Ba nk  le n d in g  ( 0 .6  p e r c e n t  in  FY 1973) an d s l i g h t l y  g r e a t e r  in  IDB le n d in g  (2  p e r c e n t  in  1 9 7 7 ) . In  FY 1 9 7 8 , th e  W or ld  B ank, f o l lo w in g  a s tu d y  o f  to u r is m  s e c t o r  l e n d i n g ,  p ro p o se d  to  th e  B oar d  t h a t  i t  be  p h a se d  o u t  o f  W or ld  Ban k le n d in g  in  v ie w  o f  (a )  th e  r e l a t i v e l y  s m a ll  vo lu m e an d l i m i t e d  nu m be r o f  c o u n t r i e s  a f f e c t e d ;  (b )  th e  h ig h  d r o p - o u t  r a t e  f o r  su c h  p r o j e c t s  in  l i g h t  o f  t h e i r  lo w p r i o r i t y  amo ng o t h e r  d e v e lo p m e n t p r o j e c t s ;  ( c )  th e  c o m p l e x i t i e s  an d m an po wer  c o s t s  o f  w o rk in g  up  an d s u p e r v i s i n g  th e  p r o j e c t s ;  and  (d ) th e  f i n d in g  t h a t  m o st  su c h  p r o j e c t s  a r e  n o t  r e a l l y  an  im p o r ta n t  s o u r c e  o f  f o r e i g n  e x c h a n g e  e a r n i n g s  in  d e v e lo p in g  c o u n t r i e s .Of c o u r s e ,  p r i v a t e  c a p i t a l  m a rk e ts  a r e  a v a i l a b l e  f o r  p r o j e c t s  t h a t  p ro m is e  c o m m e rc ia l ly  p r o f i t a b l e  v e n tu r e s .  Th e B oar d a p p ro v e d  th e  re c o m m e n d a ti o n , g iv in g  r e c o g n i t i o n  to  o c c a s io n a l  c o n t r i b u t o r y  f i n a n c in g  th ro u g h  lo a n s  t o  d e v e lo p m e n t f in a n c e  c o m p a n ie s  o r  th ro u g h  IF C ’ s m o b i l i z a t i o n  o f  p r i v a t e  c a p i t a l  f o r  su c h  i n v e s tm e n t .  S i m i l a r  q u e s t i o n s  h av e  a r i s e n  fr om  ti m e  to  ti m e  a t  IDB B oard  m e e t in g s ,  b u t  o p p o n e n ts  o f  to u r is m  p r o j e c t s  t h e r e  h av e  b een  in  th e  m i n o r i t y .

The I n v e s t i g a t i v e  S t a f f  v i s i t e d  one to u r is m  p r o j e c t  in  a n  A s ia n  c o u n t r y  f in a n c e d  by  th e  W or ld  Ba nk  ($ 16 m i l l i o n  *lo a n — a $3 6 m i l l i o n  p r o j e c t ) .  E x ce p t f o r  o v e r d e s ig n  o f  th eb u i ld i n g  h o u s in g  th e  a d m i n i s t r a t i v e  s t a f f  show n in  th e  e a r l i e r  p h o to g r a p h ,  th e  p r o j e c t  was  w e l l  d e s ig n e d ,  b e in g  s u c c e s s f u l l y  im p le m e n te d , and  was  i n t e g r a t e d  w i th  o t h e r  com m unity  n e e d s ,

34



57

e . g . ,  w a te r  and s e w e r a g e , t e c h n i c a l  a s s i s t a n c e ,  t r a i n i n g  f a c i l 
i t i e s ,  and a id  t o  l o c a l  fa r m e r s  g ro w in g  p ro d u ce  f o r  th e  exp an d ed  
dem and  w it h  a d e m o n s tr a t io n  fa rm  in c lu d e d  in  th e  p r o j e c t .

A to u r is m  p r o j e c t  o f  IDB in  M exic o  wa s sc h e d u le d  f o r  
s i t e  v i s i t  b u t ha d to  be  a b o r te d  when th e  G ov er nm en t o f  M exic o  
r e f u s e d  th e  I n v e s t i y a t i v e  S t a f f ’ s  e n t r y  f o r  d i s c u s s i o n  and 
v i s i t a t i o n  o f  p r o j e c t s .  Th e i n i t i a l  lo a n  in  1 9 7 1  was  $20 
m i l l i o n  and th e  e s t im a t e d  p r o j e c t  c o s t  $4 7 m i l l i o n ;  th e  
p r o j e c t  ha d a c o s t  o v e r r u n  o f  96 p e r c e n t  an d a seco n d  lo a n  
was  mad e in  19 76  o f  $20 m i l l i o n  t o  c o n s o l i d a t e  i n f r a s t r u c t u r e ,  
u r b a n i z a t i o n ,  an d f o r  r e t r o a c t i v e  r e c o g n i t i o n  o f  f in a n c in g  
und er  th e  f i r s t  p r o j e c t  p h a s e . The f i r s t  p r o j e c t  lo a n  c o v e r e d  
c o n s t r u c t i o n  o f  a i r p o r t ,  b r i d g e ,  g o l f  c o u r s e ,  r o a d s ,  d r e d g in g ,  
a c q u i s i t i o n  o f  f e r r y ,  e l e c t r i c i t y  an d te le p h o n e  s e r v i c e ,  
s a n i t a t i o n ,  an d o t h e r  i n f r a s t r u c t u r e .  Th e b o rro w in g  e n t i t y  
s u b le n t  fu n d s  to  a g ro u p  o f  i n v e s t o r s  t o  d e v e lo p  a new r e s o r t  
s i t e  a t  C an cu n , M e x ic o . Some o f f i c i a l s  a t  IDB d e s c r i b e d  th e  
s i t e  s e l e c t i o n  a s  p o o r in  v ie w  o f  d a n g e ro u s  w a te r s  and l a c k  
o f  n e a rb y  f a c i l i t i e s .  The f e r r y  an d d o ck  w ere  d e le t e d  fr om  
th e  p r o j e c t .  Th e b r id g e  wa s b u i l t  w it h  one la n e  u nder  th e  
f i r s t  p h a se  and s u b s e q u e n t ly  ha d t o  be  e n la r g e d  to  tw o l a n e s .  
D ir t  ha d t o  be  s h ip p e d  in  t o  c o n s t r u c t  th e  g o l f  c o u r s e .  A 
U .S . T r e a s u r y  o f f i c i a l  a d v is e d  t h a t  th e  f i r s t  p r o j e c t  wa s 
a c c e p t a b le  on i t s  f a c e  b u t th e  se co n d  one wa s q u i t e  d i f f i c u l t  
to  j u s t i f y ,  th o u gh  th e  U .S . E x e c u t iv e  D i r e c t o r  wa s n o t d i r e c t e d  
to  o p p o se  i t .  Th e p r o j e c t  ha d been  s c h e d u le d  f o r  v i s i t  by  
th e  I n v e s t i g a t i v e  S t a f f  n o t o n ly  b e c a u s e  o f  th e  f o r e g o in g  
a p p a r e n t  l a c k  o f  a d e q u a te  p la n n in g ,  b u t in fo r m a tio n  a l s o  ha d 
been  r e c e i v e d  o f  p o l i t i c a l  p r e s s u r e s  im pos ed  to  o b t a in  th e  
lo a n  and p o s s i b l e  c o n f l i c t  o f  i n t e r e s t  by l o c a l  p o l i t i c i a n s  
in  la n d  a c q u i s i t i o n s .

6 . I n d u s t r i a l  D evelo p m en t an d F in a n c e  L en d in g

In th e  m ost  r e c e n t l y  co m p le te d  f u l l  y e a r ,  W or ld  Ba nk  
(IBRD  an d IDA ) le n d in g  in  th e  i n d u s t r i a l  d e v e lo p m e n t an d 
f in a n c e  le n d in g  s e c t o r  am ou nt ed  to  15  p e r c e n t  o f  t o t a l  le n d in g ;  
ID B 's  16  p e r c e n t ;  an d A D B 's  16  p e r c e n t  (A fD F h a s n o t l e n t  in  
th e  in d u s t r y  s e c t o r ) .  Th ou gh  n o t p r e c i s e l y  c o m p a ra b le  in  
s e c t o r  d i v i s i o n s  o f  le n d in g ,  a l l  o f  th e  I F I s  in c lu d e  in  t h a t  
s e c t o r  le n d in g  t o  in t e r m e d ia t e  c r e d i t  i n s t i t u t i o n s  ( I C I s ) .
An exa m p le  o f  th e  in p r e c i s e n e s s  in  s e c t o r  c l a s s i f i c a t i o n  o f  
lo a n s  i s  a $ 6 .5  m i l l i o n  lo a n  by  IDB in  19 73  to  a Sou th  A m eri can  
c o u n t r y ,  th e  p u rp o se  o f  w h ic h  i s  i d e n t i f i e d  a s  h o u s in g  in  
ID B 's  s ta te m e n t  o f  lo a n s .  D o cu m en ta ti o n  o f  th e  p r o j e c t  
d i s c l o s e s  i t  i s  f o r  s i t e s  an d s e r v i c e s  ( w a t e r ,  s e w e r a g e , ro ad  
p a vem en t,  r a i l r o a d  s p u r ,  an d g a s  p i p e l i n e s )  to  a s s i s t  in  th e  
c r e a t i o n  o f  a new i n d u s t r i a l  p a rk  a d ja c e n t  to  a n a jo r  c i t y .  
D e la y s  h ave  been  s u f f e r e d  in  im p le m e n ta ti o n  o f  th e  p r o j e c t .
Upon v i s i t i n g  th e  s i t e ,  th e  I n v e s t i g a t i v e  S t a f f  fo und t h a t  52 
new  b u s in e s s e s  ha d lo c a t e d  th u s  f a r  in  th e  i n d u s t r i a l  p a r k .
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E x is t in g  b u s in e s s e s  in  th e  a d ja c e n t  c i t y  w er e n o t p e rm it te d  
t o  move in to  th e  new p a r k .  I t  c o u ld  n o t be  d e te rm in e d  how 
th e  new b u s in e s s  e n t e r p r i s e s  w er e s e l e c t e d ,  th ough  one was  a 
r e l a t i v e  o f  an  o f f i c i a l  o f  th e  bo rr ow in g  e n t i t y .

An i n d u s t r i a l  lo a n  on  w hi ch  r e c o r d s  w er e ex am in ed  a t  
IF I  h e a d q u a r te r s  and w hi ch  th e  I n v e s t i g a t i v e  S t a f f  in te n d e d  
t o  v i s i t  b e fo re  th e  t r i p  to  Mex ico was d e n ie d , a s  e a r l i e r  
r e p o r t e d ,  was a co m bi ne d IDB/IBR D lo a n  in  1973 o f  $124  m i l l io n  
t o  c o n s t r u c t  a s t e e l  p l a n t  a t  L azaro  C a rd e n a s , M ex ic o, a t  a 
f i r s t - s t a g e  t o t a l  p r o j e c t  c o s t  o f  $678 .5  m i l l i o n .  Of th e  
t o t a l ,  f o r e ig n  exchange re q u ire m e n ts  w er e $310 m i l l io n  met  by  
th e  tw o IF I  lo a n s  p lu s  b i l a t e r a l  c r e d i t s  fro m n in e  c o u n t r i e s .  . 
B r i t i s h  S te e l  C o rp o ra t io n  wa s th e  o p e ra t in g  and t e c h n ic a l  
a d v i s o r .  Fun di ng  was to  a Gov ernm en t-ow ne d s t e e l  com pan y 
c r e a t e d  in  19 69 , th ro u g h  th e  N a ti o n a l D ev el opm en t Ban k.  The 
p l a n t  was to  a c h ie v e  a 1 .1  m i l l io n - to n  c a p a c i ty  m os t o f w hi ch  
was  f o r  th e  d o m e s ti c  m a rk e t.  I t  was  th e  f i r s t  " g r e e n f ie ld "  
s t e e l  p la n t  f in a n c e d  by  e i t h e r  ba nk  s in c e  e a r l y  p o s t- W o rld -  
W a r- I I  r e c o n s t r u c t io n  d a y s  (a  s t e e l  p la n t  b u i l t  from  s c r a tc h  
up on  a g re e n  f i e l d ,  in s te a d  o f expandin g  an  e x i s t i n g  p l a n t ) .
A t th e  ti m e o f  a p p ro v a l , q u e s t io n s  r a i s e d  by  v a r io u s  E x e c u ti v e  
D ir e c to r s  in c lu d e d  (a ) w h e th e r c o m p e ti ti v e n e s s  wou ld  be  
s u f f i c i e n t  to  w a rra n t su ch  an  a d d i t io n  to  M ex ic o 's  d e b t 
s e r v i c e  b u rd e n ; (b ) e x p a n s io n  o f  e x i s t i n g  p l a n t s  may be  more 
f e a s i b l e  in  v ie w  o f  s u b s t a n t i a l  i n f r a s t r u c t u r e  r e q u i r e d  
( c o n s t r u c t io n  o f  p o r t  an d r a i l r o a d  s p u r s  a s  w e ll  a s  a to w n);
(c )  t r a in i n g  p ro b le m s o f  w o rk e rs  draw n fro m th e  r u r a l  c o u n tr y 
s id e  and (d ) d e v ia t io n  from  u su a l ba nk  p o l i c y  in  a ll o w in g  p r e f 
e r e n c e  to  Mex ican  com ponen ts  o f  fo r e ig n  b id s  in s te a d  o f o n ly  on  
t o t a l  b id s .  In  a d d i t i o n ,  th e  th e n  U .S . E x e c u ti v e  D ir e c to r  a t  
IBRD ha d r a i s e d  q u e s t io n s  to  T re a su ry  D epart m en t;  nam el y  (a ) 
d e p re s s e d  c o n d i t io n  o f  U .S . s t e e l  in d u s t r y ;  (b ) la c k  o f  c o a l  
an d co ke  su p p ly  a t  s i t e ;  (c ) M ex ic o 's  s t e e l - p r i c i n g  p r a c t i c e s  
p r o t e c t i v e  o f  h ig h - c o s t  p ro d u c e r s ; an d (d ) h i s  in fo rm a ti o n  
t h a t  th e  p r o j e c t  was a p o l i t i c a l  d e a l .  In fo rm a ti o n  re c e iv e d  
by  th e  I n v e s t ig a t iv e  S t a f f  from  IF I s t a f f  p e rs o n n e l was t h a t
th e  p o l i t i c a l  o v e r to n e s  r e f e r r e d  to  th e  s tr o n g  d e s i r e  o f  
a h ig h  go ve rn m en t o f f i c i a l  o f Mexico  to  acco m p li sh  th e  new co n
s t r u c t i o n  in  th e  home re g io n  o f a fo rm er h ig h  gov er nm en t o f f i c i a l  
who ha d a r e l a t i v e  w ork in g fo r  th e  s t e e l  com pan y an d th e r e  was a 
s t ro n g  a p p e a l f o r  b o th  IDB an d IBRD to  p a r t i c i p a t e  in  th e  f in a n c in g .

C ost  o f  th e  f i r s t  s t a g e  o f th e  p r o j e c t  o v e r r a n  by  42 
p e r c e n t .  A p ro p o s a l f o r  a s e c o n d -s ta g e  lo an  in  1976 f o r  $9 5 
m i l l io n  fro m each  ban k (IDB  an d IBRD) to  r a i s e  p r o d u c t iv e  
c a p a c i ty  to  3 .3  m i l l io n  to n s  was appro ved  in  197 6 a s  p a r t  o f  
a $ 3 .6  b i l l i o n  p r o j e c t .  How ev er , in  1977 a f t e r  a new 
a d m in i s t r a t io n  had ta k en  o f f i c e  in  M ex ic o,  th e  p r o j e c t  and 
th e  tw o lo hn  co m m itm en ts  t o t a l i n g  $19 0 m i l l io n  w er e c a n c e l l e d .

P ro d u c ti o n  in  1973 o r i g i n a l l y  e s t im a te d  a t  500,0 00 
to n s  w i l l  ru n  a b o u t 3 60 ,0 00  to n s  w it h  8 0 ,0 00  to  100,0 00
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e x p o r te d .  Bec au se  o f  la c k  o f  c o o r d in a t io n  among lo c a l
a g e n c ie s , s o c ia l  an d h o u s in g  s u p p o r t  f o r  th e  new c i t y  ha s
be en  f a r  b e h in d  s c h e d u le .  As a r e s u l t ,  th e re  i s  a h ig h  la b o r  
tu rn o v e r .  The  p la n t  i s  o p e ra t in g  a t  a lo s s ,  th o ug h  s u b s id iz a t io n  
fr om  th e  M exic an  G overn m ent a id s  i t  in  m e e ti n g  fo r e ig n  exch ange 
o b l ig a t io n s .  Cash f lo w  ha s be en  a d ve rs e  as a r e s u l t  o f
f a i l u r e  to  re a ch  e x p e c te d  c a p a c it y .  The  e f f e c t  o f  th e  new 
p la n t  upon  th e  g e n e ra l econom ic  d e ve lo p m e n t o f  th e  a re a  was  
o v e r ly  o p t im is t i c  a t  a p p r a is a l .

In  A p r i l  1978, an IBRD lo a n  o f  $ 1 6 .5  m i l l i o n  was  
appro ved  f o r  u rb a n  d e ve lo p m e n t o f  Laza ro  C ard enas. In  
p re s e n t in g  j u s t i f i c a t i o n ,  i t  was  p o in te d  o u t  t h a t  w h il e  
s h e l t e r  and some u rb a n  s e rv ic e s  had be en  p ro v id e d  f o r  r e g u la r  
w o rk e rs  a t  th e  s te e l  p la n t ,  no  p r o v is io n  was made f o r  th o usa n d s  
o f  o th e r s ,  in c lu d in g  man y u n s k i l le d  m ig ra n t  w o rk e rs ,  who wer e 
ad de d to  th e  unem plo yed when th e  c o n s t r u c t io n  o f  th e  p la n t  
was c o m p le te d . Th e new p r o je c t  i s  to  p ro v id e  jo b s ,  s h e l t e r ,  
an d u rb an  s e r v ic e s  f o r  th e  r e g io n 's  lo w - in c o m e  g ro u p , c o n s t r u c t  
t r a in in g  c e n te r s ,  fe e d e r  ro a d s , s i t e s  and s e r v ic e s ,  and 
p ro v id e  s u b le n d in g  f o r  s m a ll  and  m e d iu m -s ca le  e n te r p r is e .  

In te rm e d ia te  C r e d i t  I n s t i t u t i o n s

IBRD, ID B, and ADB r e g u la r ly  le n d  to  e s ta b li s h e d  IC Is  
as  w e ll  as  to  e s t a b l is h  new IC Is  in  d e v e lo p in g  c o u n t r ie s .
The IC I  may be  e i t h e r  p r i v a t e  o r  g o ve rn m e n t c o n t r o l le d .  Su ch  
le n d in g  r e p re s e n ts  a f a i r l y  s u b s t a n t ia l  vo lu m e — th e  W orl d  
Ba nk  e s t im a te s  such  le n d in g  a t  be tw een $3 b i l l i o n  and $4 
b i l l i o n  f o r  th e  5 -y e a r  p e r io d  1 9 75-1 980 . The  W orld  Bank 
re v ie w e d  i t s  le n d in g  and p o l i c ie s  in v o lv in g  IC Is  and is s u e d  a 
p u b li s h e d  s e c to r  p o l i c y  paper th e re o n  in  1976. A ls o ,  as  each  
such  lo a n  i s  co m p le te d  ( f u l l y  d is b u rs e d ) ,  th e  W orld  Ba nk  and 
ADB p e rfo rm  a p o s t e v a lu a t io n  and is s u e  a r e p o r t  to  th e  Board  
o f  E x e c u t iv e  D i r e c t o r s .  (A s w i l l  be co v e re d  in  a l a t e r  
s e c t io n  o f  t h i s  r e p o r t  d e a li n g  w it h  a c c o u n t a b i l i t y ,  IDB has 
y e t  to  i n s t i t u t e  a p r a c t ic e  o f  p o s t  e v a lu a t io n  o f  each d is b u rs e d  
lo a n .)

IC Is  a re  i n s t i t u t i o n s  wh ose m a jo r a c t i v i t y  i s  to  
p ro v id e  m ediu m - and lo n g - te rm  f in a n c in g  to  in v e s tm e n t p r o je c t s  
o f  e n te r p r is e s  w h ic h  p ro m ote  d e v e lo p m e n t w i t h in  th e  c o u n t r y .  
U s u a ll y ,  an  I F I  lo a n  to g e th e r  w i th  o th e r  re s o u rc e s  o f  th e  IC I 
c o v e rs  e x p e c te d  c a p i t a l  nee ds  f o r  a b o u t 2 y e a rs .  W it h  a new 
IC I ,  th e  I F I  n o rm a ll y  r e q u ir e s  t h a t  i t  a p p ro ve  each  s u b lo a n ; 
a f t e r  th e  IC I  i s  e s ta b l is h e d  and  ha s d e m o n s tr a te d  m a n a g e r ia l 
c a p a b i l i t y ,  a s o - c a l le d  " f r e e  l i m i t "  i s  e s ta b l is h e d  in  th e  
IF I  lo a n ,  b e lo w  w h ic h  s u b lo a n s  may be  made w it h o u t  IF I  
a p p ro v a l.  One o f  th e  IF I  o b je c t iv e s  in  IC I  le n d in g  is  to  
exp and  em plo ym ent o p p o r t u n i t ie s .  In  a s tu d y  o f  le n d in g  to  68 
IC Is  a ro und th e  w o r ld ,  th e  W orl d  Ba nk  fo und  t h a t  th e  c o s t  o f  
jo b  c r e a t io n  ra nged  fr om  $ 7 ,0 0 0  to  $ 4 3 ,0 0 0 , p e r  jo b  c re a te d .
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G u i d e l i n e s  in  ju d g in g  r e q u e s t s  o r  p r o p o s a ls  f o r  IC I  l e n d i n g ,  u se d  b o th  by  th e  I F I s  an d U .S . T r e a s u r y  a r e  (a ) w h e th e r  ban k fu n d in g  i s  d e c l i n i n g  a s  a p o r t io n  o f  t o t a l  f in a n c in g  o f  th e  I C I ;  (b ) t h a t  s u b le n d in g  i s  n o t  a t  n e g a t i v e  i n t e r e s t  r a t e s ,  c o n s id e r in g  i n f l a t i o n  an d c o m m ercia l an d d e v a lu a t i o n  r i s k s ,  to  a v o id  d e c a p i t a l i z a t i o n  o f  th e  IC I  ( in  some  c a s e s  i n t e r e s t  r a t e s  on  s u b lo a n s  a r e  a s  h ig h  a s  40 p e r c e n t ) ;  (c) a p p r o p r ia t e n e s s  o f  th e  f r e e  l i m i t ;  an d (d ) re p a y m e n t e x p e r ie n c e  on  p r i o r  l e n d in g .

In  r e v ie w in g  p o s t  e v a l u a t i o n s  o f  IC I l o a n s ,  i t  wa s fo u nd t h a t  th e  r e s u l t s  r e p o r t e d  w ere  m ix e d . In  so m e,  i n s t i t u t i o n  b u i l d i n g  w as  s u c c e s s f u l ,  s u b lo a n s  made a t  p r o f i t a b l e  r a t e s ,  s t e a d y  im pro vem en t in  a v a i l a b i l i t y  o f  o t h e r  r e s o u r c e s  *fo u n d , and  d i s t r i b u t i o n  o f  p r o j e c t s  r e f l e c t e d  s t e a d y  g ro w th  in  d i v e r s i f i e d  i n d u s t r i e s .  In  o t h e r s ,  o b j e c t i v e s  o f  th e  IF I  lo a n  a r e  p o o r ly  a r t i c u l a t e d  o r  u n r e a l i s t i c a l l y  d e f in e d  so  t h a t  p o o r p e rfo rm a n c e  o f  th e  IC I r e s u l t e d ,  in v e s tm e n t in  s u b le n d in g  i s  a t  a f a r  s lo w e r  p a ce  th an  e n v is io n e d  up on  a p p r a i s a l ,  m eager in fo r m a tio n  i s  a v a i l a b l e  o f  p e rfo rm a n c e  o f  th e  
s u b b o r r o w e r s , s u p e r v i s i o n  o f  s u b b o r ro w e r s  b y  th e  IC I  i s  d e f i c i e n t ,  e m p h a sis  up on  em plo ym en t g e n e r a t io n  i s  in a d e q u a te ,  an d c a p a b i l i t y  amo ng I C I s  to  p r o p e r ly  a p p r a is e  r e q u e s t s  f o r  le n d in g  f r e q u e n t l y  i s  l a c k i n g .

Th e I n v e s t i g a t i v e  S t a f f  v i s i t e d  fo u r  p r o j e c t s  o f  le n d in g  t o  I C I s  ( e x c l u s i v e  o f  a g r i c u l t u r a l  c r e d i t  i n s t i t u t i o n s  w h ic h  a r e  t r e a t e d  u nder  a l a t e r  s e c t i o n  o f  th e  r e p o r t  d e a l in g  w it h  a id  to  th e  p o o r e s t  o f  th e  p o o r ) .  One in  an  A s ia n  c o u n t r y  r e p r e s e n t e d  a t o t a l  o f  s e v e n  lo a n s  b y  IBRD t o t a l i n g  $248 m i l l i o n  d a t in g  b a ck  15  y e a r s  an d fo u r  lo a n s  by  ADB t o t a l i n g  $70  m i l l i o n  s i n c e  19 6 9 . T h is  IC I h a s  d i r e c t e d  th e  b u lk  o f  i t s  lo a n s  to  a fe w  w e l l - e s t a b l i s h e d  i n d u s t r i a l  g r o u p s  and  h a s  b e e n  c r i t i c i z e d  b y  E x e c u t iv e  D i r e c t o r s  an d in  i n t e r n a l  ba nk d o cu m e n ts  f o r  i n s u f f i c i e n t  s t r e s s  up on  s m a l l - s c a l e  e n t e r p r i s e .  D e s p ite  th e  p e r io d  o f  c o n t in u e d  o p e r a t i o n ,  i t  re m a in s  a lm o s t  s o l e l y  d ep en d e n t  upon th e  W or ld  Ban k and  ADB f o r  o p e r a t i o n s  an d c o n tin u e d  e x i s t e n c e .  I t s  f r e e  l i m i t  i s  $2 m i l l i o n .  Th e I C I ’ s a v e r a g e  lo a n  th e  p a s t  y e a r  was  $ 5 0 ,0 0 0 , th ou gh  th e  m a j o r i t y  o f  lo a n s  ma de r e c e n t l y  h a s  been  to  s m a l le r  e n t e r p r i s e s  th a n  was  th e  c a s e  in  p r i o r  y e a r s — p e r  s t a t i s t i c a l  d a ta  p r e s e n te d  by IC I o f f i c i a l s  t o  th e  I n v e s t i g a t i v e  S t a f f .  I t  was  o b s e r v e d  t h a t  th e  s m a lle r  lo a n s  r e q u i r e  c o n s i d e r a b le  more a d m i n i s t r a t i v e  o v e r h e a d  an d c o n t r i b u t e d  s i g n i f i c a n t l y  to  th e  I C I ’ s o v e r a l l  a r r e a r a g e  c o n d i t i o n  o f  20 p e r c e n t  o f  i t s  lo a n s .

A W orl d  Ba nk  p r o j e c t  in  a S o u th  A m eri can  c o u n t r y ,  r e p r e s e n t in g  tw o c o n s e c u t i v e  lo a n s  t o t a l i n g  $20 m i l l i o n ,  wa s t o  a we1 1 - o r g a n iz e d  and man ag ed  IC I w h ic h  was  e m p h a s iz in g  s u b le n d in g  f o r  c a p i t a l  eq u ip m en t t o  s m a l l - s c a l e  e n t e r p r i s e s .
One o f  th e  s u b b o r ro w e r s  wa s v i s i t e d  whos e s m a ll  f a b r i c a t i o n  p l a n t  (70  e m p lo y e e s)  ha d u t i l i z e d  tw o lo a n s  (e a c h  under
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$ 1 0 ,0 0 0 )  f o r  c o n t r o l l e d  e x p a n s io n  an d in c r e a s e d  p r o d u c t io n ;  
th e  lo a n s  w ere  c u r r e n t  an d o v e r a l l  r e c o r d  o f  th e  IC I i n d i c a t e d  
a good ex am p le  o f  u se  o f  r e s o u r c e s  f o r  d e v e lo p m e n t .

In  an  A s ia n  c o u n t r y ,  an  IC I had  b een  th e  r e c i p i e n t  o f  
12 W orl d  Ba nk  lo a n s  s i n c e  19 55  w i th  t h r e e  c u r r e n t l y  o u t s t a n d i n g  
t o t a l i n g  $2 48  m i l l i o n .  Th e IC I h a s  30 0 em p lo y e es  an d i t s  
f r e e  l i m i t  i s  $ 6 0 0 ,0 0 0 . I t s  le n d in g  i s  c o n c e n t r a t e d  p r i m a r i l y  
among l a r g e  i n d u s t r i e s  an d a r r e a r a g e s  a r e  b u t  3 p e r c e n t  o f  
o u t s t a n d i n g  l o a n s .  In  a n o th e r  A s ia n  c o u n t r y ,  tw o IC Is  w ere  
v i s i t e d  w h ic h  h a v e  b een  fu n d e d  by  b o th  th e  W or ld  Ba nk  an d ADB 
an d t h e i r  p r o c e d u r e s  re v ie w e d  a s  w e l l  a s  v i s i t a t i o n s  to  
s u b b o r r o w e r s . At o n e , a r r e a r a g e s  r e p r e s e n t e d  40  p e r c e n t  o f

»  o u t s t a n d i n g  l o a n s  an d a t  th e  o t h e r  a p p r o x im a te ly  35 p e r c e n t .
The c o u n t r y  h a s  s u f f e r e d  p o l i t i c a l  u p h e a v a ls  an d c u r r e n c y  
d e v a l u a t i o n s  w h ic h  have  c o n t r i b u t e d  m a in ly  t o  th e  f i n a n c i a l  
d i f f i c u l t i e s  o f  t h e  IC Is  an d th e  s u b b o r r o w e r s . N e i th e r  i s  in  
a r r e a r s  t o  th e  ADB o r  th e  W orl d  Ba nk  b e c a u s e  o f  s u b s i d i z a t i o n  
fr om  t h e  l o c a l  g o v e rn m e n t.  In  t h e  v i s i t s  to  s u b b o r r o w e r s , 
sh a k y  f i n a n c i a l  c o n d i t i o n s  w e re  fo u n d , a t t r i b u t e d  in  p a r t  to  
th e  l a c k  o f  any  t e c h n i c a l  a s s i s t a n c e  fr om  th e  IC I a s  w e l l  a s  
l a c k  o f  e x p e r i e n c e  an d t e c h n i c a l  e x p e r t i s e  o f  th e  s e c o n d a ry  
m a n a g e r ia l  l e v e l .

As w i l l  be  re v ie w e d  m ore  f u l l y  u n d e r  th e  s e c t i o n  o f  
t h i s  r e p o r t  d e a l i n g  w i th  a c c o u n t a b i l i t y ,  i t  wa s fo und  in  th e  
v i s i t s  t o  th e s e  f i v e  IC Is  t h a t  d u r in g  s u p e r v i s o r y  v i s i t s  from  
th e  I F I s  t o  t h e  I C I s ,  no  a u d i t s  w ere  c o n d u c te d  th o u g h  a n n u a l  
s t a t e m e n t s  o f  f i n a n c i a l  c o n d i t i o n  a r e  s u b m i t te d  by th e  IC I  t o  
t h e  I F I  h e a d q u a r t e r s .  Th e IC Is  fo l lo w  th e  same p r a c t i c e ,  
i . e . ,  t h e y  d o  n o t  a u d i t  th e  s u b b o r r o w e r s ' r e c o r d s ,  th o u g h  th e y  
l i k e w i s e  r e c e iv e  a u d i t e d  s t a t e m e n t s  o f  f i n a n c i a l  c o n d i t i o n  
an d o p e r a t i o n s  fr om  th e  s u b b o r r o w e r s .

In  m ak in g  a p p r o p r i a t i o n s  f o r  FY 1 9 78 , th e  S e n a te  
(R e p o r t  9 5 -3 5 2 )  r e q u e s t e d  a d e t a i l e d  r e p o r t  fr om  T r e a s u r y  
D e p a rtm e n t on  t h e  m a t t e r  o f  I F I  l e n d in g  t o  I C I s .  D u ri n g  th e  
I n v e s t i g a t i v e  S t a f f ’ s  s t u d y ,  i n q u i r i e s  w ere  ma de  a t  T r e a s u r y  
a s  w e l l  a s  a t  t h e  h e a d q u a r te r s  o f  e a c h  IF I  w it h  r e s p e c t  to  
su c h  a s tu d y  an d i t s  r e s u l t s .  No s tu d y  had  b een  i n i t i a t e d  
an d no  r e p o r t  h a s  b e en  s u b m i t t e d .  Th e book  o f  i s s u e  p a p e r s  
s u b m i t te d  by  T r e a s u r y  a t  th e  t im e  o f  h e a r i n g s  on th e  FY 19 79  
b u d g e t r e q u e s t  i s  s i l e n t  on  t h e  n a t t e r  o f  IC I l e n d i n g ,  e x c e p t  
t o  c i t e  e x a m p le s  in  a d i s c u s s i o n  o f  i n t e r e s t  r a t e s  f o r  
s u b l e n d in g .

7 . I n t e r n a t i o n a l  F in a n c e  C o r p o r a t i o n

*  Th e r e g i o n a l  I F I s  do n o t  h av e  c o u n t e r p a r t s  t o  IFC a t
th e  W orld B ank , w h ic h  m ak es  lo a n s  o r  e q u i t y  in v e s tm e n ts  
d i r e c t l y  w i th  p r i v a t e  e n t e r p r i s e ,  w i th o u t  g u a r a n t e e  o f  th e  
c o u n t r y  g o v e rn m e n t.  IFC  s h a r e s  th e  same B oar d  o f  E x e c u ti v e
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D i r e c t o r s  a s  IBRD an d IDA a t  th e  W or ld  Ba nk  an d i t  c u r r e n t l y  
i s  r e c e i v i n g  i n s t a l l m e n t s  o f  a $480 m i l l i o n  c a p i t a l  i n c r e a s e —  
th e  f i r s t  in c r e a s e d  c a p i t a l i z a t i o n  s i n c e  IFC w as fo u nd ed  in  
19 5 6 . At th e  en d o f  FY  1 9 7 8 , in v e s tm e n ts  h e ld  ( lo a n s  and  
e q u i t y )  t o t a l e d  $9 83 m i l l i o n  and  e a r n in g s  f o r  th e  y e a r  w ere  $ 1 2 .5  m i l l i o n .  T r a d i t i o n a l l y ,  I F C 's  p o r t io n  o f  p r o j e c t s  
r e p r e s e n t s  some  20 p e r c e n t .  I t  s p o n s o r s  num er ou s j o i n t  
v e n t u r e s  w it h  p r i v a t e  co m p a n ie s  t h a t  can  c o n t r i b u t e  t e c h n i c a l  
e x p e r t i s e  an d i n d u s t r i a l  co m p ete n ce  t o  th e  p r o j e c t .  In  
a d d i t i o n  t o  d i r e c t  c o n t r i b u t i o n s  o f  c a p i t a l ,  IF C b o rro w s fr om  
IBRD — up t o  fo u r  t im e s  th e  am ou nt  o f  i t s  own u n im p a ir e d  
c a p i t a l  and  e a r n i n g s .  Fu nd s a l s o  a r e  r e p le n is h e d  th ro u g h  th e  
s a l e  o f  in v e s t m e n t s — in  FY 1 9 7 8 , $59 m i l l i o n  w e re  s o l d .

A r e s e r v e  a g a i n s t  l o s s e s  i s  e s t a b l i s h e d  o u t  o f  
e a r n i n g s .  In  FY 1 9 7 7 , lo a n s  w r i t t e n  o f f  am ou nte d t o  $ 6 .2  
m i l l i o n  and in  FY 1 9 7 8 , $ 2 .9  m i l l i o n .  A r r e a r a g e s  o f  p r i n c i p a l  an d i n t e r e s t  a t  th e  en d o f  FY 19 78  t o t a l e d  $ 1 1 .2  m i l l i o n .
A l s o ,  i t  i s  n e c e s s a r y  e a c h  y e a r  to  r e s c h e d u le  d e b t s ;  su ch  
r e s c h e d u l in g  o v e r  th e  p a s t  5 y e a r s  h a s  ra n g e d  fr om  tw o to  s i x  lo a n s  w it h  t o t a l  am ou nts  ra n g in g  from  $ 2 .9  m i l l i o n  t o  $ 4.6  
m i l l i o n .

One o f  th e  lo a n s  w r i t t e n  o f f  in  th e  y e a r  en ded  Ju n e 30 , 
1 9 7 8 , wa s f o r  $ 1 .1  m i l l i o n  to  E t h io p ia .  The  p o t e n t i a l  l o s s  
ha d been  p e n d in g  s i n c e  th e  19 75  n a t i o n a l i z a t i o n  o f  a l l  l a r g e -  an d m e d iu m -sc a le  f i n a n c i a l ,  c o m m e r c ia l,  an d i n d u s t r i a l  
e n t e r p r i s e ,  in c lu d in g  IF C h o l d i n g s .  In  d i s c u s s i n g  th e  
s i t u a t i o n  a t  a m e e ti n g  o f  th e  IFC B oa rd  o f  E x e c u t iv e  D i r e c t o r s  
in  March  19 7 8 , an  E x e c u t iv e  D i r e c t o r  o b s e r v e d  t h a t  th e  
s i t u a t i o n  a f f e c t e d  IF C ’ s  a b i l i t y  to  a t t r a c t  th e  t r u s t  and 
c o n f id e n c e  o f  p r i v a t e  i n v e s t o r s  an d m an ag em en t re sp o n d e d  t h a t  a lt h o u g h  E t h io p ia  ha d p ro m is e d  t o  n e g o t i a t e ,  no p r o g r e s s  had 
b een  m ad e.  In A p r i l  1 9 7 8 , an  IDA lo a n  o f  $24 m i l l i o n  to  
E t h io p ia  f o r  a g r a i n  s t o r a g e  p r o j e c t  wa s p r e s e n te d  an d 
a p p ro v e d . I t  w as  a p p a r e n t ly  e v i d e n t  a t  t h a t  ti m e  t h a t  th e  
IF C lo a n  w ould  be  w r i t t e n  o f f  a s  a l o s s  w i t h in  th e  n e x t  2 
m o n th s.

IF C h a s  i t s  own o p e r a t in g  s t a f f ,  a lt h o u g h  i t  dra w s 
up on  IBRD f o r  som e a d m i n i s t r a t i v e  s e r v i c e s .  I t  d o e s  n ot have a p o s t - e v a l u a t i o n  p r o c e s s  n or d o e s  IB R D 's  p o s t - e v a l u a t i o n  
d e p a rtm e n t s e r v e  IFC p r o j e c t s .  IFC p la n s  to  d e v e lo p  a s y s te m  
f o r  p r o j e c t  c o m p le t io n  r e p o r t i n g  in  c o n n e c t io n  w it h  i t s  s u p e r v i s i o n  o f  p r o j e c t s .  I t s  FY 19 79  a d m i n i s t r a t i v e  b u d g e t  i s  
$ 2 0 .6  m i l l i o n ;  up 23 p e r c e n t  o v e r  FY 1 9 7 8 . I F C ’ s  s t a f f i n g  
g ro w th  o v e r  th e  n e x t  5 y e a r s  i s  p r o je c t e d  to  i n c r e a s e  from  
1 5 1  to  236 (5 6 p e r c e n t )  an d d u r in g  th e  sam e p e r io d  i t s  p ro gra m  o f  in v e s tm e n ts  i s  p r o j e c t e d  to  in c r e a s e  fr om  $24 0 m i l l i o n  in  
FY 19 79  t o  $48 0 m i l l i o n  by FY 19 8 3 . Th e e x p a n s io n  o f  IFC  
a c t i v i t i e s  i s  d i r e c t e d  p a r t i c u l a r l y  to w ard  A f r i c a  an d L a t in  
A m e ri ca  and s e c t o r a l  e x p a n s io n  in t o  m in in g  an d e n e r g y  f i e l d s ,  a g r i b u s i n e s s ,  an d s e r v i c e  i n d u s t r i e s .  IFC a l s o  in te n d s  to  
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ex pand  i t s  r o le  in  f in a n c in g  s m a l l- s c a le  e n te r p r is e s  w h ic h , 
to  d a te ,  ha s be en  r e l a t i v e l y  m in o r .  In  re v ie w in g  th e  p ro po se d  
5 -y e a r  p ro g ra m , E x e c u t iv e  D ir e c to r s  e x p re s s e d  th e  ho pe  t h a t  
c o o r d in a t io n  be tw een  IFC and IBRD c o u ld  be  im p ro ve d .

The b a s ic  c r i t e r i a  w h ic h  m ust be m et  by  IF C 's  in v e s t 
m ents  and lo a n s  a re  econom ic  p r i o r i t y  and p r o f i t a b i l i t y .
From ti m e  to  t im e ,  as p ro posed  IF C in v e s tm e n ts  a re  p re s e n te d  
to  th e  B oa rd , E x e c u t iv e  D ir e c to r s  pose  o b je c t io n s  to  th e  
e n r ic h m e n t o f  h o ld in g s  o f  w e a lt h y  f a m i l ie s  o r  o th e r  c lo s e  
o w n e rs h ip  o f  th e  com pan ie s  as  n o t  r e a l l y  c o n t r ib u t in g  to  th e  
d e ve lo p m e n t needs  o f  th e  c o u n tr y ,  n o t  a id in g  th e  p o o r , r e p r e -  
s e n t in g  c o s t l y  jo b  c r e a t io n ,  and a s s is t in g  com pan ie s w it h  
am ple  re c o u rs e  to  p r i v a t e  b o r ro w in g .

The I n v e s t ig a t iv e  S t a f f  v i s i t e d  tw o  IFC p r o je c t s  
d u r in g  th e  c o u rs e  o f  i t s  f i e l d  v i s i t s .  One was  a f e r t i l i z e r  
p la n t  in  an A s ia n  c o u n tr y  w h ic h  was  a $78  m i l l i o n  p r o je c t  
w it h  IF I  f in a n c in g  re p re s e n te d  by a $3 2 m i l l i o n  lo a n  by IBRD 
and a $3  m i l l i o n  e q u i t y  in v e s tm e n t by  IF C . The  p r o je c t  was a 
t e c h n ic a l and f i n a n c ia l  success  w i th  c o n s t r u c t io n  co m p le te d  
on tim e  and w it h  a c o s t  o v e rru n  o f  o n ly  7 p e rc e n t .  O w n e rs h ip  
o f  th e  co mpa ny  was 40 p e rc e n t  by a lo c a l  w e a lt h y  f a m i ly ,  40 
p e rc e n t by an a s s o c ia te d  U n it e d  S ta te s  c o r p o r a t io n ,  10 p e rc e n t 
by IF C , and 10 p e rc e n t  by th e  lo c a l  p u b l ic .

The o th e r  p r o je c t  was a $9 m i l l i o n  lo a n  by  IFC in  
1977 t o  a su g a r c o r p o r a t io n  in  an A f r ic a n  c o u n tr y  to  h e lp  
f in a n c e  th e  d e v e lo p m e n t o f  a s u g a r e s ta te  and  a f a c to r y  to  
p ro d u ce  su g a r f o r  d o m e s ti c  and e x p o r t  m a rk e ts . The re m a in d e r  
o f  th e  $65 m i l l i o n  p r o je c t  c o s t  was fi n a n c e d  by a German 
d e v e lo p m e n t co m pany,  th e  Euro pean In v e s tm e n t B ank, a lo c a l  
IC I ,  and s u p p li e r s *  c r e d i t s .  The p r o je c t  in c lu d e s  e s ta b li s h m e n t  
o f  a 1 ,6 3 0 -a c re  s m a ll h o ld e r  d e ve lo p m e n t (3 26 f a m i l i e s ) ,  c r e a t io n  o f  2 ,9 00  jo b s ,  and g e n e ra t io n  o f  f o r e ig n  exch ange e a rn in g s  o f  
$7 m i l l i o n  a y e a r .  A t th e  ti m e  o f  a p p ro v a l,  E x e c u t iv e  D ir e c to r s  ra is e d  q u e s t io n s  c o n c e rn in g  th e  d o m in a t io n  o f  th e  lo c a l  s u g a r 
in d u s t r y  by m o n o p o li s t ic  p r i v a t e  in t e r e s t s ,  th e  d is p la c e m e n t o f  750 f a m i l ie s  w it h  c o m p e n sa ti o n  o f  b u t  $2 00  e a c h ," a n d  th e  
e x o r b i t a n t  e n g in e e r in g  fe e  a ll o w e d  o f  15 p e rc e n t  o f  th e  f a c t o r y  
c o s t  (I F C  had t r i e d  u n s u c c e s s fu ll y  to  g e t  i t  lo w e re d ) .  C o n s tr u c 
t io n  o f  th e  f a c t o r y  i s  w e ll  underw ay and e xp e c te d  to  be  c o m p le te d  
in  th e  s p r in g  o f  1979. A t f u l l  p ro d u c t io n ,  3 ,4 00  w o rk e rs  
w i l l  be em plo yed and th e  p r o je c t  in c lu d e s  $5 m i l l i o n  f o r  
in d iv id u a l  homes f o r  each  w o rk e r . Some 45 p e rc e n t  o f  th e  
su g a r ca ne  ha s be en  p la n te d  and a n a ly s is  d is c lo s e s  h ig h e r  
y ie ld  (6 3  to n s  p e r a c re )  th a n  o r i g i n a l l y  e x p e c te d . L o c a l

w w o rk e rs  ha ve  be en  t r a in e d  to  o ccu p y  s e n io r - le v e l  p o s i t io n s .
A lt h o u g h  i n i t i a l  d e la y s  were  e n c o u n te re d , th e  p r o je c t  is  
p ro c e e d in g  to w a rd  an a p p a re n t s u c c e s s . Em ploy men t o p p o r t u n i t ie s  had  be en  o f f e r e d  th e  d is p la c e d  f a m i l ie s ,  th o ug h  lo c a l  o f f i c i a l s  
had no s t a t i s t i c s  on  th e  nu mbe r em p lo yed .
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8 . L ig h t  C a p i t a l  T e c h n o lo g y

L ig h t  c a p i t a l  t e c h n o lo g y ,  a l t e r n a t e l y  c h a r a c t e r i z e d  a s  a p p r o p r i a t e  o r  i n t e r m e d i a t e  te c h n o lo g y ,  h a s  b een  e x t e n s i v e l y  s t u d i e d  by  a l l  o f  th e  I F I s .  The  W or ld  Ba nk  h a s  le d  in  th e  r e s e a r c h ,  e x p e r i m e n t a t i o n ,  an d s tu d y  o f  s e c t o r s  in  w h ic h  i t  c a n  be  e f f e c t i v e l y  a d o p te d ,  b e g in n in g  su c h  e f f o r t s  in  1 9 71 .R e p o r ts  o f  su c h  s t u d i e s  an d e x p e r im e n ts  by  e a c h  o f  th e  I F I s ,  a s  w e l l  a s  a c o m p re h e n s iv e  r e p o r t  by  U .S . T r e a s u r y  D e p a rtm e n t A p r i l  3 , 1978 , h av e  b e en  s u p p l i e d  th e  C o n g re ss  a n d , a c c o r d in g l y ,  i n s t a n t  r e p o r t  i s  n o t  b e in g  b u rd e n e d  w ith  a r e c i t a t i o n  o f  m a t e r i a l  a l r e a d y  s u p p l i e d .

In  re v ie w in g  m in u te s  o f  B oar d  m e e t in g s  a t  e a c h  o f  th e  *■I F I s ,  i t  was  n o te d  t h a t  E x e c u ti v e  D i r e c t o r s ,  p a r t i c u l a r l y  th e  U n it e d  S t a t e s  E x e c u ti v e  D i r e c t o r s ,  r e g u l a r l y  e m p h a s iz e  th e  n eed  f o r  c o n s i d e r a t i o n  o f  l i g h t  c a p i t a l  t e c h n o lo g y  in  a l l  s e c t o r s  o f  b an k  l e n d i n g .  One  d i f f i c u l t y  i s  th e  l a c k  o f  an ys t a n d a r d  o r  m ea ns o f  m e a su r in g  how th e  I F I s  a r e  r e a l l y  d o in g  *in  s u b s t i t u t i n g  l i g h t  c a p i t a l  t e c h n o lo g y  f o r  c a p i t a l - i n t e n s i v et e c h n o l o g i e s .  A n o th e r  d i f f i c u l t y  i s  t h a t  w i th  r e s p e c t  to  anyi n d i v i d u a l  p r o j e c t ,  th e  E x e c u ti v e  D i r e c t o r s  h a v e  no in f o r m a t io no r  in p u t  t o  p o s s i b l e  a l t e r n a t i v e  t e c h n o l o g ie s  c o n s id e r e d  inth e  d e s ig n  o f  th e  p r o j e c t  in asm u ch  a s  th e  d e s ig n  i s  f ix e db e f o r e  th e  p r o j e c t  i s  p r e s e n t e d  f o r  a p p r o v a l  o f  th e  B oard —t h u s ,  th e  o n ly  im p a c t upon c o n t in u e d  s t r e s s  on  th e  u se  o fl i g h t  c a p i t a l  te c h n o lo g y  i s  th ro u g h  g e n e r a l  d i s c u s s i o n s  toi n f l u e n c e  p r o j e c t s  w o rk in g  th ro u g h  th e  p i p e l i n e .  A l l  o f  th eI F I s ,  h o w ev er,  now i n c o r p o r a t e  r e q u ir e m e n ts  f o r  c o n s i d e r a t i o no f  t e c h n o l o g i e s  a p p r o p r i a t e  t o  th e  d e v e lo p m e n t g o a l s  an ds o c i a l  an d eco n o m ic  c o n d i t i o n s  o f  th e  c o u n t r y  ( o r  t h e  l o c a l ew i th in  th e  c o u n tr y )  in  t h e i r  i d e n t i f i c a t i o n  an d a p p r a i s a l  o fp o t e n t i a l  p r o j e c t s .  Many b o rro w in g  c o u n t r i e s  a l s o  s t r e s s  th eu se  o f  l i g h t  c a p i t a l  te c h n o lo g y  so  a s  t o  a t t a c k  unem plo ym en t o ru n d e r-e m p lo y m e n t p ro b le m s . Among th e  W or ld  B a n k 's  lo n g - r a n g eg o a l s  i s  th e  i n c r e a s e  o f  s m a l l - s c a l e  e n t e r p r i s e  d e v e lo p m e n tfr om  $5 0 m i l l i o n  in  FY 19 77  t o  $3 00  m i l l i o n  by  FY 1981 .

In  i t s  f i e l d  v i s i t s ,  th e  I n v e s t i g a t i v e  S t a f f  o b s e rv e d  a num ber  o f  u s e s  o f  l i g h t  c a p i t a l  t e c h n o lo g y  in  a g r i c u l t u r a l ,  r u r a l  d e v e lo p m e n t , u rb a n  d e v e lo p m e n t , i r r i g a t i o n ,  an d ro a d  p r o j e c t s  in  L a t in  A m e ri c a , A s ia ,  an d A f r i c a .  A l l  w ere  b e in g  e f f e c t i v e l y  u se d  an d l o c a l  p r o j e c t  m an a g e rs  an d g o v e rn m e n ta l o f f i c i a l s  w ere  h ig h ly  p l e a s e d  w i th  th e  i n c l u s i o n  o f  su c h  a p p ro a c h  in  th e  d e s ig n  o f  th e  p r o j e c t s .

9 . Us e o f  C o n s u l t a n t s

Th e em plo ym en t o f  c o n s u l t a n t s  c o n s t i t u t e s  a s u b s t a n t i a l  *c o s t  o f  p r o j e c t s  f in a n c e d  by  th e  I F I s .  For t h e  5 - y e a r  p e r io d  1 9 7 2 -1 9 7 6 , i t  r e p r e s e n t e d  6 p e r c e n t  o f  t o t a l  d i s b u r s e m e n ts  a t  th e  W orld B an k.  In  o ne  lo a n  f o r  $3 6 m i l l i o n  f o r  a r e a  d e v e lo p m e n t ,
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c o n s u l t a n t  f e e s  o f  $ 8 ,0 0 0  p e r  m an -m onth  w ere  c h a r g e d .
C o n s u l t a n t s  a r e  em plo yed  by th e  b o rro w in g  e n t i t y  when i t s  own 
r e s o u r c e s  a r e  in a d e q u a te  f o r  th e  t a s k s  in v o lv e d  an d a r e  u se d  
f o r  p re  in v e s tm e n t  s t u d i e s ,  e n g in e e r in g  an d d e s i g n ,  an d t e c h n i c a l  
g u id a n c e  o r  s u p e r v i s i o n  in  th e  p r o j e c t ' s  im p le m e n ta t io n .
S e l e c t i o n  o f  c o n s u l t a n t s  i s  th e  p r im a ry  r e s p o n s i b i l i t y  o f  th e  
b o rro w e r  b u t  th e  I F I s  r e v ie w  an d a p p ro v e  th e  te rm s  o f  r e f e r e n c e ,  
th e  b u d g e t ,  t h e  l i s t  o f  p ro p o se d  f i r m s  u n d e r  c o n s i d e r a t i o n ,  
an d th e  c o n t r a c t s  e x e c u te d .  W h il e  p o l i c y  p r o v id e s  t h a t  th e  
IF I  a c t  in  an  a d v i s o r y  r o l e ,  i t  f r e q u e n t ly  a s s i s t s  in  th e  
s e l e c t i o n  p r o c e s s  and  n e g o t i a t i o n  o f  th e  c o n s u l t a n t  c o n t r a c t .  
P o l i c y  a l s o  p r o v id e s  t h a t  th e  s e l e c t i o n  o f  c o n s u l t a n t s  by  th e  
b o r ro w e r  be  made on  th e  b a s i s  o f  t e c h n i c a l  i n f o r m a t io n  w i th o u t  
r e g a r d  t o  p r i c e  so  a s  t o  a v o id  p r i c e  beco m in g  a m a jo r  c o n 
s i d e r a t i o n  in  s e l e c t i n g  c o n s u l t a n t s .

At  th e  W or ld  B ank , an  i n t e r n a l  s tu d y  was  made in  1977  
o f  th e  c o s t - e f f e c t i v e n e s s  o f  th e  s u b s t a n t i a l  an d g ro w in g  
am o u n ts  o f  W orld Ban k f i n a n c in g  u t i l i z e d  f o r  th e  p u r c h a s e  o f  
c o n s u l t a n t  s e r v i c e s .  Th e p ro b le m s  p r e s e n t e d  f o r  s tu d y  w ere  
p o o r  c o n c e p t io n  an d p l a n n i n g ,  b o r ro w e r  r e s e n tm e n t  o f  t a s k s  
and  c o s t s  t h a t  w ere  f e l t  to  be  im pose d by  .W or ld  Ba nk  s t a f f  
p e r s o n n e l ,  d i s a g r e e m e n t s  c o n c e r n in g  th e  c o m p e te n c e  o f  
c o n s u l t a n t s  s e l e c t e d ,  an d f a i l e d  r e s u l t s .  In  i t s  r e p o r t  to  
th e  B o a rd , th e  f i n d in g s  w ere  c a s t  in  th e  u s u a l  m ute d  an d 
r e c o n d i t e  te r m in o lo g y  o n e  e n c o u n te r s  in  IF I  m an ag em en t 
d o c u m e n ts ; n a m e ly , (a )  g e n e r a l l y ,  th e  B a n k 's  r o l e  wa s p r o p e r ;
(b ) i t  i s  d i f f i c u l t  to  g a u g e  c o n s u l t a n t ' s  p e r fo rm a n c e ;  (c ) 
c o s t s  h av e  mo ved w ith  g e n e r a l  p r i c e  l e v e l s ;  (d ) c l i e n t s  d id  
n o t  g iv e  s u p p o r t  to  c o n s u l t a n t s  t h a t  m ig h t h av e  been  e x p e c te d ;
(e )  a l l e g a t i o n s  t h a t  Ban k s u p e r v i s i o n  i n t e r f e r e d  w it h  
c o n s u l t a n t ' s  w or k w ere  n o t  s u b s t a n t i a t e d ;  and  ( f )  th e  p e r fo rm a n c e  
o f  c o n s u l t a n t s  in  t r a i n i n g  l o c a l  p e r s o n n e l  was  v a r i a b l e .  I t  
was  c o n c lu d e d  t h a t ,  n e v e r t h e l e s s ,  t h e  Ba nk  c o u ld  im pro ve  
th ro u g h  a b e t t e r  s y s te m  o f  c o l l e c t i o n  an d r e t r i e v a l  o f  
i n f o r m a t io n  on c o n s u l t a n t  s e r v i c e s  an d a l th o u g h  e n c o u ra g e m e n t 
o f  th e  u se  o f  l o c a l  t a l e n t  i s  a Ba nk  p o l i c y ,  t h e r e  n a y  be  
room  f o r  im p ro v em en t t h e r e  a l s o .

A m em be r o f  th e  J o i n t  A u d it  C om m it te e  o f  th e  B oard  was  
c r i t i c a l  o f  t h e  r e p o r t  a s  to o  g e n e r a l i z e d  an d in  th e  i n d iv i d u a l  
c a s e s  s t u d i e d ,  wh en a c r i t i c a l  r e s u l t  a p p e a r e d , th e  Ba nk  
d is m is s e d  i t  a s  n o t t y p i c a l ;  th e  re v ie w  wa s an  e x p r e s s io n  o f  
g e n e r a l  v ie w s on  Bank o p e r a t i o n s  r a t h e r  th a n  a c r i t i c a l  
a n a l y s i s  o f  k ey  i s s u e s ;  w h i le  i t  c o n c lu d e s  t h a t  th e  B a n k 's  
p r e s e n t  sy s te m  o f  s e l e c t i n g  c o n s u l t a n t s  i s  b e s t ,  t h a t  i s  
c o n t r a r y  to  w ha t b o r r o w e r s  h ave  e x p r e s s e d  t o  m em be rs  o f  th e  B oar d

When th e  r e p o r t  was  re v ie w e d  by  th e  f u l l  B o a rd , 
s i m i l a r  c r i t i c i s m s  s u r f a c e d ,  in c lu d in g  a need  to  a v o id  th e  
s t r i k i n g  d e v i a t i o n  fr om  Ban k p o l i c y  in  s e l e c t i o n  o f  c o n s u l t a n t s ,  
th e  need  t o  g e t  t h e  b o r ro w e r  mor e in v o lv e d  in  d e te r m in in g  a
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n ee d  f o r  c o n s u l t a n t s ,  i n s u f f i c i e n t  u se  o f  l o c a l  c o n s u l t a n t s ,and th e  n ee d to  h a v e  b o r r o w e r s  e v a l u a t e  c o n s u l t a n t  s e r v i c e s
in s t e a d  o f  e v a l u a t i o n  s o l e l y  b y  Ba nk  s t a f f .

In a s u b s e q u e n t  r e p o r t  re s p o n d in g  t o  c o n s i d e r a t i o n  o f  B oard  co m m en ts , i t  was  i n d i c a t e d  t h a t  th e  Ba nk  was  c o n s id e r in g  a b e t t e r  sy s te m  o f  c o m p ili n g  an d r e t r i e v i n g  d a ta  on  c o n s u l t a n t s ' p e r fo r m a n c e , t h a t  s t e p s  sh o u ld  be  ta k e n  to  e v a l u a t e  c o n s u l t a n t s ' p e rfo rm a n c e  in  th e  c o u r s e  o f  r e g u l a r  s u p e r v i s i o n ,  t h a t  
s t e p s  n eed ed  to  be  ta k e n  to  e n c o u ra g e  l o c a l  c o n s u l t a n t s ,  t h a t  th e  Ba nk  w ou ld  p u rsu e  th e  q u e s t io n  o f  how t o  im p ro ve th e  
d e f i n i t i o n  o f  c o n s u l t a n t s ' t a s k s ,  t h a t  i t  w i l l  c o n s id e r  w ays t o  im pro ve th e  sy s te m  o f  s e l e c t i o n ,  and t h a t  th e  p o l i c y  g u i d e l i n e s  w i l l  be  b r o u g h t  up t o  d a t e .  <r

1 0 . F u tu r e  G ro w th

A l l  o f  th e  I F I s  a r e  com m it te d  t o  r e a l  g r o w th  in  th e  y e a r s  a h e a d , r a n g in g  fr om  5 p e r c e n t  in  p r e s e n t  W or ld  Ban k p la n n in g  to  *some  2 5 -3 5  p e r c e n t  by AfD B.  In  i t s  " I s s u e  P a p e rs "  su b m it te dto  th e  C o n g r e s s  in  th e  s p r in g  o f  19 78 , U .S . T r e a s u r y  in d ic a t e d  s u p p o r t  by th e  A d m in is t r a t io n  o f  g ro w th  o f  le n d in g  by  th e  IF Is  d u r in g  th e  19 80 s o f  5 p e r c e n t  in  r e a l  te rm s a s  a b ro a d  o v e r a l l  r a t e  ( n o t  e q u a l l y  a p p l ie d  a c r o s s  th e  b o ard  to  e a c h  I F I ) .  In a c u r r e n t  (D ec em be r 19 78) s t a t e m e n t  s u b m it te d  t o  th e  Ho use C om m it te e  on  B a n k in g , F in a n c e  an d Urb an  A f f a i r s ,  o u t l i n i n g  a u t h o r i z a t i o n  and a p p r o p r i a t i o n  l e v e l s  a n t i c i p a t e d  f o r  FY 19 80- 19 8 4 , d i s c u s s i o n s  o f  r a t e s  o f  g ro w th  t h e r e i n  a r e  u n c le a r  and  beg  th e  q u e s t io n  o f  l e v e l s  o f  a n n u a l le n d in g  co m m itm en t t h a t  w i l l  be  p e r m it te d  by  th e  I F I s  u n d er th e  c a p i t a l  in c r e a s e s  and  a p p r o p r i a t i o n s  b e in g  p r o p o s e d . I n s t e a d ,  r a t e s  o f  gro w th  a r e  c a s t  in  te rm s o f  c o m p a r is o n s  o f  p a i d - i n  c a p i t a l  ( e x c lu d in g  c a l l a b l e  c a p i t a l )  r e p r e s e n t e d  in  th e  c u r r e n t  a n t i c i p a t e d  r e q u e s t s  t o  th e  p a i d - i n  c a p i t a l  c o n ta in e d  in  p r i o r  y e a r s ' r e q u e s t s — a no n s e q u i t u r  in  c o n s id e r in g  r a t e s  o f  g ro w th  o f  IF I  le n d in g  t o  be  fu n d ed  by th e  c a p i t a l i z a t i o n  i n c r e a s e s  and r e p le n is h m e n ts  s o u g h t . Th e c o n fu s io n  i s  co m po un de d b y u s in g  z e r o  p a i d - i n  c a p i t a l  f o r  IBRD in  th e  1 9 8 1-1 9 8 4  ti m e  fr a m e , c o m p a ri n g  i t  to  th e  10  p e r c e n t  p a i d - i n  c a p i t a l  o f  IBRD in  p r i o r  p e r io d s  ( i g n o r i n g  f u t u r e  p la n s  f o r  c a l l a b l e  c a p i t a l ) ,  an d th en  e r r o n e o u s ly  p o i n t i n g  to  th e  " n e g a t i v e  g r o w th "  in v o lv e d  in  r e a l  te rm s in  th e  am ou nts  o f  p a i d - i n  c a p i t a l  t o  be  a p p r o p r ia t e d .

As h as been  s e t  f o r t h  e a r l i e r  in  th e  r e p o r t ,  FY 198 0 
a u t h o r i z a t i o n s  b e in g  so u g h t a r e  f o r  fo u r  IF I  w in d o w s-- ID B  ( o r d in a r y  c a p i t a l ) ,  FSO,  AD F, an d AfD F. P r e s e n t  p la n n in g  
c a l l s  f o r  s e e k in g  new a u t h o r i z a t i o n s  f o r  IBRD an d IDA (V I r e p le n is h m e n t)  in  FY 19 31 an d f o r  ADB ( o r d in a r y  c a p i t a l )  in  FY 19 8 2 . *

In  th e  c o u r s e  o f  th e  I n v e s t i g a t i v e  S t a f f ' s  i n q u i r i e s ,  s u g g e s t i o n s  w er e p o sed  b y o f f i c i a l s  in t e r v ie w e d  f o r  f u t u r e
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c o n s id e r a t io n  o f  d i v i s io n  o f  ty p e s  o f  le n d in g  by  s e c to r  among th e  W orld  Ba nk  and th e  r e g io n a l I F I s ,  o r  o f  th e  W o rl d  Bank assum in g  a g r e a te r  r o le  in  p r o v id in g  s e rv ic e s  and c o o r d in a t io n  among th e  r e g io n a l  I F I s .  in  any c o n s id e ra t io n  o f  th e  f u tu r e  r o le  o f  th e  IF I s  a n d /o r  o f  m u l t i l a t e r a l  a s s is ta n c e  v i s - a - v i s  b i l a t e r a l  a s s is ta n c e ,  c o g e n t p o in ts  em erg e, b o th  p ro  and c o n .

B i l a t e r a l  a id  i s  a com p le x  am alg am  o f  sys te m s among m a jo r  d o n o r c o u n t r ie s ,  encom pass in g  m o t iv a t io n s  o f  econom ic  an d s o c ia l  d e v e lo p m e n t,  m a in te n a n c e  o f  p o l i t i c a l  s t a b i l i t y  where  s p e c ia l t i e s  e x is t  to  th e  d o n o r , and ’ p ro m o ti o n  o f  
fa v o ra b le  ty p e s  o f  e x p o r ts .  M u l t i l a t e r a l  i n s t i t u t i o n s  e n jo y  a p o l i t i c a l  a s s is ta n c e  f r e q u e n t ly  more e f f e c t i v e ,  s t a f f s  t r a in e d  in  a v a r i e t y  o f  d i s c ip l i n e s  to  p ro v id e  t e c h n ic a l a s s is ta n c e ,  le v e ra g e  o f  c a p i t a l  w it h  b o rro w in g  in  p r i v a t e  m a rk e ts ,  e q u i t a b le  b u rd e n -s h a r in g  among d o n o rs , and fr eedom  to  em plo y in f r a s t r u c t u r e  and i n d u s t r i a l  d e ve lo pm e n t w h ic h  g e n e ra te  em plo ym ent t h a t  a re  o u ts id e  th e  sc ope o f  US AID.  M u l t i l a t e r a l  le n d in g  a ls o  em bra ces a s u b t le  in f lu e n c e  th ro u g h o u t th e  T h ir d  W orl d  o f  encoura gem en t o f  b e n e f ic i a l  adhere nce  to  econom ic  p a t te r n s  o f  th e  F re e W orld  r a th e r  th a n  e m b ra c in g  th e  com m un is t p a t te r n s  o f  d e v e lo p m e n t,  w i th  th e  a s s is ta n c e  o f fe r e d  by th e  IF I s  b e in g  in s u la te d  fr o m  p o l i c y  v a r ia t io n s  o f  any on e member c o u n t r y .

On th e- o th e r  hand, c o n t in u e d  g ro w th  o f  th e  IF I s  c o n t r ib u te s  to  an e v e r - in c r e a s in g  p o l i t i c a l  power base t h a t  i s ,  in  many r e s p e c ts ,  in d e p e n d e n t o f  d i r e c t  and p o s i t i v e  c o n t r o l  o f  th e  member g o v e rn m e n ts . Bo th  fo rm e r and p re s e n t  o f f i c i a l s  o f  th e  I F I s  e x p re s s e d  a p p re h e n s io n  o f  such  fa c to r s  d u r in g  th e  I n v e s t ig a t iv e  S t a f f ’ s i n q u i r y ,  as  w e ll  as th e  p o in t  o f  th e  u n d e te rm in e d  le v e l  a t  w h ic h  th e  IF Is  w i l l  be a b le  to  e f f e c t i v e l y  a d m in is te r  a v a s t  le n d in g  p ro g ra m . The  p re s s u re s  to  d e m o n s tr a te  g ro w th  by c o m m it t in g  an in c re a s e d  am ou nt  o f  le n d in g  each y e a r te n d s  to  o v e r s t r a in  th e  a b s o rp t iv e  c a p a c i t ie s  o f  LDCs and th u s  be  c o u n te r p ro d u c t iv e  in  m akin g  them  mor e d e p e n d e n t r a th e r  th a n  b u i ld in g  t h e i r  own in d ig e n o u s  i n s t i t u t i o n s .  C o n s id e r in g  th e  b a c k lo g  o f  u n d is b u rs e d  lo a n s ,  th e re  i s  a c o n t in u o u s  ne ed  t o  b o rr o w  and , in  t u r n ,  a c o n t in u o u s  ne ed  f o r  new in fu s io n s  o f  c a p i t a l .  W he th er c a l la b le  c a p i t a l  r e a l l y  i s  " f r e e "  depends upon  th e  soundness o f  th e  econom ie s o f  th e  T h ir d  W o rl d  in  th e  decades  ahead .

a . W o rl d  Ba nk

The q u e s t io n  o f  p la n n e d  g ro w th  o f  I3R D an d c o n s id e r a t io n  o f  th e  a p p ro p r ia te  am ou nt  o f  i t s  n e x t  g e n e ra l c a p i t a l  in c re a s e  was  fo r m a l ly  p re s e n te d  to  th e  Board  o f  E x e c u t iv e  D ir e c to r s  in  a r e p o r t  o f  th e  Ba nk  P re s id e n t  in  J a n u a ry  1977, w h ic h  p re s e n te d  v a r io u s  a l t e r n a t iv e s  an d p o in te d  
to  a need  f o r  r e s o lu t io n  o f  th e  q u e s t io n  by th e  end o f  c a le n d a r  1978. The  amou nt  o f  th e  p ro po se d  in c re a s e — $30 b i l l i o n  to
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$40 b i l l i o n — w as e n d o r s e d  by th e  B oard  o f  E x e c u t iv e  D i r e c t o r s
a s  w e l l  a s  by  th e  G o v e r n o rs  a t  th e  a n n u a l m e e ti n g  in  S ep te m ber
1 9 7 8 . Th ou gh  th e  Ba nk  h a s  u rg ed  a c t i o n  an d p o in t e d  o u t t h a t
f a i l u r e  to  r e s o l v e  a g re e m e n t on  th e  c a p i t a l  i n c r e a s e  by
J a n u a ry  19 79  may  im p ose  r e a l  p e n a l t i e s  on  b o r r o w e r s ,  U .S .
T r e a s u r y  ha d n o t r e a c h e d  a f i n a l  p o s i t i o n  on th e  am ou nt  and
t im in g  o f  th e  p ro p o s e d  i n c r e a s e ,  a s  w e l l  a s  th e  q u e s t io n  o f
e x t e n t  o f  c a p i t a l  t o  be p a id  i n ,  a t  th e  ti m e  o f  th e  w r i t i n g
o f  t h i s  r e p o r t ,  in  D ec em ber  1 9 7 8 . H ow ev er,  o u t - y e a r  p r o j e c t i o n s
i n d i c a t e  a U .S . s h a r e  o f  $ 9 .6  b i l l i o n  (2 4 p e r c e n t )  o f  a $40
b i l l i o n  c a p i t a l i z a t i o n .

IBRD g r o w th  i s  m easu re d  in  te rm s o f  a n n u al 
le n d in g  com m it m en ts , an d from  19 73  t o  19 78  i t  grew  a t  a r a t e  <
o f  1 1  p e r c e n t .  Th e p ro p o s e d  $40 b i l l i o n  c a p i t a l  in c r e a s e
w oul d p r o v id e  a n n u a l g r o w th  o f  5 p e r c e n t  in  r e a l  te rm s .
B ase d  on  su ch  g ro w th  an d on an  IDA VI  r e p le n is h m e n t  p r o v id in g
th e  same r e a l  te rm s o f  g ro w th  a s  IDA V , le n d in g  t a r g e t s  in
c u r r e n t  d o l l a r s  ( b i l l i o n s )  a r e :  »

FY 19 79 FY 19 83

I B R D -------------- $6 .8  $ 10 .4
I D A ---------------  2 .6  3 .2

T o t a l ------  $ 9 .4  $ 1 3 .6

IBRD i s  th e  l a r g e s t  s i n g l e  s o u r c e  o f  o f f i c i a l  
d e v e lo p m e n t f in a n c e  an d s i n c e  th e  19 6 0 s h a s m a t e r i a l l y  s h i f t e d  
in  s e c t o r a l  le n d in g  fr om  i n f r a s t r u c t u r e  p r o j e c t s ,  p r i n c i p a l l y  
t r a n s p o r t a t i o n  an d p o w e r , to  a g r i c u l t u r a l  p r o j e c t s .  I t  
p r e d i c a t e s  i t s  c a s e  f o r  5 p e r c e n t  r e a l  g r o w th , in  p a r t ,  on  
th e  n ee d  t o  s u s t a i n  and a c c e l e r a t e  e co n o m ic  g r o w th  amon g LDCs 
an d t o  re d u c e  a b s o lu t e  p o v e r t y  in  th e  p o o r e s t  c o u n t r i e s ,  w it h  
e m p h a s is  up on  i n c r e a s i n g  p r o d u c t i v i t y  o f  th e  r u r a l  and  u rb an 
p o o r  in  th o s e  c o u n t r i e s .  Th e n e t  e x t e r n a l  f in a n c i n g  r e q u ir e m e n ts  
o f  LD Cs ( e x c lu d in g  o i l  e x p o r t e r s )  i s  p r o j e c t e d  a t  $ 3 9 .5  
b i l l i o n  by  19 8 0 , $ 3 0 .3  b i l l i o n  f o r  m id d le -in c o m e  c o u n t r i e s ,  
an d $ 9 .2  b i l l i o n  in  p o o r  c o u n t r i e s .  P o t e n t i a l  g r a d u a t io n  in  
th e  19 8 0 s i s  f o r e s e e n  f o r  P o r t u g a l ,  R om ania , Y u g o s l a v i a ,  
A r g e n t in a ,  B r a z i l ,  M e x ic o , an d U ru g u ay . G ro w th  o f  5 p e r c e n t  
p e r  y e a r  in  r e a l  te rm s e q u a t e s  t o  g ro w th  in  n o m in a l te rm s o f  
a b o u t  12  p e r c e n t  a y e a r ,  o r  a n ee d t o  d o u b le  c a p i t a l i z a t i o n  
a b o u t  e v e r y  6 y e a r s .

In  te s t im o n y  b e f o r e  th e  C om m it te e in  19 77  w it h  
r e s p e c t  to  a p p r o p r i a t i o n s  f o r  th e  s e l e c t i v e  c a p i t a l  i n c r e a s e ,
U .S . T r e a s u r y  o f f i c i a l s  o b s e r v e d  t h a t  up on  r e c e i v i n g  t h a t  
i n c r e a s e ,  th e  W or ld  Ba nk  w ou ld  be  a b le  to  o p e r a t e  i n d e f i n i t e l y  
a t  i t s  c u r r e n t  ( FY 1 9 7 7 )  l e v e l  o f  le n d i n g ,  w it h o u t  e v e r  co m in g
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b a c k  t o  th e  C o n g re s s  a g a i n ,  i . e . ,  i t s  e a r n i n g s  an d tu r n o v e r  
o f  r e p a y m e n ts  on  l o a n s ,  p l u s  b o r ro w in g s  p e r m i t te d  by th e  
s u b s c r ib e d  c a l l a b l e  c a p i t a l ,  w ould  f i n a n c e  f u t u r e  l e n d in g  a t  
a p p r o x im a te ly  t h a t  $6 b i l l i o n  l e v e l .  W or ld  Ba nk  o f f i c i a l s  
c o n f ir m e d  t h a t  e s t im a te  to  th e  I n v e s t i g a t i v e  S t a f f ,  p o i n t i n g  
o u t ,  h o w e v e r , t h a t  c o n t in u e d  o p e r a t i o n  a t  a $6 b i l l i o n  l e n d in g  
l e v e l  m ean t a  g r a d u a l  d e c l i n e  in  r e a l  te rm s  o f  some 6 -7  
p e r c e n t  p e r  y e a r  r e s u l t i n g  fr om  i n f l a t i o n .  T h ere  i s  c o n c e rn  
am ong W or ld  Ba nk  o f f i c i a l s  t h a t  a d o p t io n  o f  a n o - r e a l - g r o w th  p o l i c y  w ould  a d v e r s e l y  a f f e c t  th e  B a n k 's  s t a n d in g  in  th e  
bond  m a rk e t and  f o r c e  d e c l i n e  in  l e n d in g  ev en  m or e r a p i d l y  th a n  t h a t  c a u s e d  by  i n f l a t i o n  f a c t o r s .

I r r e s p e c t i v e  o f  th e  p ro p o se d  g e n e r a l  c a p i t a l  
i n c r e a s e ,  th e  W orld Ba nk  an n o u n ced  J a n u a ry  18, 1979 , i t s  
p l a n s  t o  g o  fo rw a rd  in  th e  e n e r g y  s e c t o r  w i th  a $3 b i l l i o n  5 -  y e a r  p ro g ra m  f o r  o i l  an d g a s  d e v e lo p m e n t in  LDCs o t h e r  th a n  
th o s e  t h a t  a r e  m em be rs  o f  th e  O r g a n iz a t i o n  o f  P e tr o le u m  
E x p o r t in g  C o u n t r ie s  (O PE C) . Th e p ro g ra m  wa s u rg ed  a t  th e  
Bo nn  E co nom ic  Su mmit o f  J u l y  19 78  a s  w e l l  a s  by  th e  U n it e d  
N a t io n s  an d e n c o m p a s se s  som e $2 b i l l i o n  f o r  d e v e lo p m e n t o f  
know n r e s e r v e s  in  o i l  im p o r t in g  c o u n t r i e s ,  $4 60  m i l l i o n  f o r  
a p p r a i s a l  d r i l l i n g  in  known f i e l d s ,  $45 0 m i l l i o n  f o r  g e o lo g i c a l  
e x p l o r a t i o n ,  an d $100 m i l l i o n  f o r  g e o lo g i c a l  s u r v e y s .  I t  i s  
e x p e c te d  t h a t  th e  e x p l o r a t i o n  a c t i v i t i e s  w i l l  a t t r a c t  o t h e r  
in v e s tm e n t  c a p i t a l .  C o u n t r ie s  c o n s id e r e d  f o r  p r o j e c t s  i n c lu d e  A r g e n t in a ,  C o lo m b ia , B o l i v i a ,  P e ru , I n d i a ,  T u rk e y , S y r i a ,  
P h i l i p p i n e s ,  P a k i s t a n ,  V ie tn a m , E g y p t,  T u n i s i a ,  C had , an d Z a i r e .

B oth  Ba nk  o f f i c i a l s  an d m em be rs  o f  th e  B oar d 
o f  E x e c u ti v e  D i r e c t o r s  h av e  r a i s e d  q u e s t i o n s ,  in  c o n s id e r in g  th e  o v e r a l l  m a t t e r  o f  g ro w th , a s  to  t h e  need  t o  r e s o l v e  th e  
r o l e  o f  th e  W orld Ban k v i s - a - v i s  th e  r e g io n a l  I F I s  and  th e  
a d m i n i s t r a t i v e  i m p l i c a t i o n s  o f  e x p a n d in g  g ro w th  o f  p r o f e s s i o n a l  
s t a f f  and  a b i l i t y  o f  IBRD t o  a s s u r e  c o n t in u e d  e f f e c t i v e  
m an agem ent an d q u a l i t y  c o n t r o l  o f  i t s  l e n d in g  o p e r a t i o n s .
Th e 5 p e r c e n t  g ro w th  r a t e  m ea ns an  i n c r e a s e  o f  p r o f e s s i o n a l  s t a f f  o f  so me 60  p e r c e n t  o v e r  th e  n e x t  10 y e a r s .

Th e ti m e  may come  wh en th e  a b i l i t y  o f  th e  W or ld  Ba nk  to  o p e r a t e  on  i t s  ow n,  w i th o u t  e v e r - e x p a n d in g  i n f u s i o n s  
o f  c a p i t a l ,  w h e th e r  c a l l a b l e  o r  p a id  in  fr om  me mb er g o v e rn m e n ts , w i l l  h av e  t o  be  t e s t e d .  The E x e c u ti v e  B ra nch  h a s  ha d am ple  
ti m e  t o  f o r m u la te  lo n g - r a n g e  p o l i c y ,  n o t  o n ly  c o n c e r n in g  th e  
n e x t  ro u n d  o f  IBRD c a p i t a l i z a t i o n  b u t  c o n c e r n in g  o t h e r  i s s u e s  
o f  f u t u r e  g ro w th  o f  a l l  o f  th e  I F I s ,  and  sh o u ld  be  r e q u i r e d  
now to  r e c i t e  and  j u s t i f y  p o l i c y  p la n n in g  g o a l s  to  th e  C o n g re s s .

b . I n t e r - Am er i c a n D ev elp p m en t -B^ nk

The new c a p i t a l i z a t i o n  f o r  o r d i n a r y  an d i n t e r r e g i o n a l  c a p i t a l  f o r  IDB o f  $8 b i l l i o n  w i l l  c o n t in u e  to  a ll o w  g ro w th
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in  r e a l  te rm s  a t  th e  h i s t o r i c  l e v e l  o f  a b o u t  7 p e r c e n t
a n n u a l l y .  ID Q 's  p r o j e c t e d  l e n d in g  p ro g ra m  f o r  t h e  4 - y e a rp e r i o d ,  1 9 7 9 -1 9 3 2 , sh ow s a  d o u b l in g  o f  lo a n  co m m it m en ts  d u r in gt h a t  p e r io d — fr om  $9 95  m i l l i o n  in  19 79  t o  $ 1 .9  b i l l i o n  in
1 9 8 2 . A u t h o r i z a t i o n  i s  b e in g  s o u g h t  f o r  th e  U .S . s h a r e  o f$ 2 .7 5  b i l l i o n  o f  t h a t  i n c r e a s e  (3 4 .5  p e r c e n t )  o f  w h ic h  7 .5p e r c e n t  w i l l  be  p a id  in  and  th e  a p p r o p r i a t i o n s  a r e  t o  bes p r e a d  o v e r  a 4 - y e a r  p e r i o d .  T h u s , th e  p a i d - i n  c a p i t a l  o f
th e  U .S . s h a r e  f o r  e a c h  o f  th e  4 y e a r s  (FY s 1 9 8 0 -1 9 8 3 ) i s$ 5 1 .5  m i l l i o n  an d th e  c a l l a b l e  c a p i t a l  o v e r  t h a t  same p e r io d
i s  $ 6 3 5 .8  m i l l i o n  a n n u a l l y .

Th e n e g o t i a t e d  f i f t h  r e p le n is h m e n t  o f  FSO, f o r  w h ic h  a u t h o r i z a t i o n  f o r  t h e  U .S . s h a r e  l ik e w i s e  i s  c u r r e n t l y  *b e in g  s o u g h t ,  i s  $ 1 .7 5  b i l l i o n ,  a l s o  to  be  s p r e a d  o v e r  th en e x t  4 y e a r s .  Th e U .S . s h a r e  o f  $7 00  m i l l i o n  (4 0  p e r c e n t )t h u s  r e p r e s e n t s  an  a p p r o p r i a t i o n  r e q u e s t  o f  $1 75  m i l l i o n  f o re a c h  o f  th e  y e a r s  FY 1 9 8 0 -1 9 8 3 . ID B 's  c o n c e s s i o n a l  p ro g ram ,u n d e r  FSO,  i s  c h a n g in g  in  t h a t  i t  i s  p r o j e c t e d  a t  a c o n s t a n t  -
l e v e l  o f  $6 25  m i l l i o n  o v e r  th e  n e x t  4 y e a r s ,  th u s  r e p r e s e n t in ga d e c l i n e  in  r e a l  t e r m s .  S e v e r a l  c o u n t r i e s  h av e  a g re e d  n o tto  b o rr o w  c o n v e r t i b l e  c u r r e n c i e s  from  FSO u n d e r th e  f i f t hr e p le n is h m e n t  th e r e b y  a l lo w in g  th e  r e d u c t io n  o f  s o f t  le n d in gin  r e a l  t e rm s . Th e ch an g e  w i l l  p e r m i t  g r e a t e r  a l l o c a t i o n  o fFSO r e s o u r c e s  t o  th e  p o o r e r  c o u n t r i e s  an d p r e s e n t  p la n n in gc a l l s  f o r  75  p e r c e n t  o f  FSO le n d in g  to  be  to  t h e s e  p o o r e rc o u n t r i e s  in  1 9 7 9 -1 980  an d 80  p e r c e n t  in  1 9 8 1 -1 9 8 2 . As show ne a r l i e r  in  T ab le  2 in  t h i s  r e p o r t ,  h i s t o r i c a l l y  70  p e r c e n t  o fFSO le n d in g  h a s  b een  t o  m id d le - in c o m e  c o u n t r i e s  and  th ep ro p o s e d  ch an g e  o f  le n d in g  p r a c t i c e  i s  lo n g  o v e rd u e .

c . Asi a n  D ev e lo p m en t Ban k

AD B's se c o n d  g e n e r a l  c a p i t a l i z a t i o n  i n c r e a s e  o f  $5 b i l l i o n ,  a p p ro v e d  in  1 9 7 6 , i s  s t i l l  b e in g  i n c r e m e n ta l l y  fu n d e d  an d w i l l  c a r r y  i t s  l e n d in g  p ro g ra m  fr om  o r d i n a r y  c a p i t a l  r e s o u r c e s  th ro u g h  1 9 81 . Th e U .S . s h a r e  o f  t h a t  i n c r e a s e  (1 6 p e r c e n t )  i s  $ 8 1 4 .3  m i l l i o n  f o r  w h ic h  a p p r o p r i a t i o n s  a r e  b e in g  s o u g h t  o v e r  t h e  4 - y e a r  p e r io d ,  FYs 1 9 7 8 -1 9 8 1 .T h e re  a r e  y e t  no d e f i n i t i v e  p l a n s  f o r  th e  n e x t  g e n e r a l  c a p i t a l i z a t i o n  i n c r e a s e  and  ADB's p r o j e c t e d  l e n d in g  p ro g ra m  fr om  o r d i n a r y  r e s o u r c e s  ( h a rd  l e n d in g )  sh ow  an a n n u a l  g ro w th  r a t e  o f  a b o u t 4 p e r c e n t  fr om  19 79  t o  19 8 2 , r e a c h in g  p la n n e d  co m m it m en ts  o f  s l i g h t l y  o v e r  $1  b i l l i o n  in  t h a t  y e a r .  H ow ev er , in  c o n s id e r in g  th e  com bin ed  r e s o u r c e s  o f  h a rd  an d s o f t  w in dow s,  p la n n e d  g ro w th  a v e r a g e s  a b o u t  6 .5  p e r c e n t  p e r  y e a r  b e c a u s e  o f  th e  m or e r a p id  g ro w th  o f  c o n c e s s i o n a l  l e n d in g  fr om  ADF.

Th e t h i r d  r e p le n is h m e n t  o f  ADF n e g o t i a t e d  in  1978  i s  f o r  $2  b i l l i o n ,  o f  w h ic h  th e  U .S . s h a r e  o f  $4 45  m i l l i o n  (2 2  p e r c e n t )  i s  in c lu d e d  in  a u t h o r i z a t i o n s  b e in g  so u g h t in  p r e s e n t  s u b m is s io n s  to  th e  C o n g re s s . I t  l i k e w i s e  i s  t o  be
♦
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sp re a d  o v e r a 4 -y e a r  p e r io d ,  w i th  th e  f i r s t  in c re m e n t o f  
$ 1 1 1 .2 5  m i l l i o n  re q u e s te d  in  th e  FY 1980 b u d g e t r e q u e s t .  The 
$2 b i l l i o n  re p le n is h m e n t  w i l l  p e rm it  g ro w th  in  c o n c e s s io n a l 
le n d in g  o f  10 p e rc e n t  p e r y e a r  in  r e a l  te rm s  o v e r th e  1979-  
1982  t im e  fr a m e , re a c h in g  a le v e l  o f  $6 70  m i l l i o n  by  1982.  
C u r r e n t ly ,  th e  r a t i o  o f  AD B 's  c o n c e s s io n a l le n d in g  to  t o t a l  
Ba nk  le n d in g  is  some 33 p e rc e n t ;  ADB p la n s  to  in c re a s e  t h i s  r a t i o  t o  40  p e rc e n t  by 1982, so  as  to  mee t i t s  o b je c t iv e  o f  
a c h ie v in g  a mor e b a la n c e d  p r o p o r t io n  be tw een th e  le v e l  o f  
a s s is ta n c e  p ro v id e d  r e c ip ie n t s  o f  c o n c e s s io n a l lo a n s  and t h a t  
p ro v id e d  to  r e c ip i e n t s  o f  lo a n s  on  c o n v e n t io n a l te rm s . As shown in  T a b le  2 e a r l i e r  in  th e  r e p o r t ,  a lm o s t 90 p e rc e n t  o f  
ADF le n d in g  has be en  to  lo w - in c o m e  c o u n t r ie s  and i t s  c o n c e s s io n a l le n d in g  ha s been c o n c e n tra te d  in  th e  a g r ic u l t u r e  s e c to r  in  
th e s e  c o u n t r ie s  (5 7  p e rc e n t  o f  c o n c e s s io n a l le n d in g  in  1 9 7 7 ).

d . A f r ic a n  D eve lo pm en t Ba nk

P u rs u a n t to  a May 1977  r e s o lu t io n ,  AfD B ha s be en  p ro c e e d in g  w i th  n e g o t ia t io n s  f o r  n o n re g io n a l m em bers h ip  and , 
f o r  p la n n in g  p u rp o s e s , i s  u s in g  a 3 0 -p e rc e n t g ro w th  r a te  o v e r  th e  1982-1 986 p e r io d  w h ic h  im p li e s  a $ 4 .2  b i l l i o n  le n d in g  
p ro g ra m . To f in a n c e  t h a t  le n d in g  p ro g ra m , man ag em en t ha s 
s u g g e s te d  a c a p i t a l i z a t i o n  in c re a s e  t o  $ 6 .3  b i l l i o n ,  w it h  n o n - A f r ic a n  mem bers p ro v id in g  o n e - t h i r d  and w it h  p a id - in  
c o n t r ib u t io n s  fr o m  A f r ic a n  me mbe rs b e in g  e n t i r e l y  in  lo c a l  
c u r r e n c ie s .  As  o f  June 30 , 1978, th e  B a n k 's  s u b s c r ib e d  
c a p i t a l  t o t a le d  $957  m i l l i o n ,  o f  w h ic h  $363  m i l l i o n  was  p a id  
in .  The p r i n c i p a l  a s s u m p ti o n s  u n d e r ly in g  th e  $ 6 .3  b i l l i o n  
c a p i t a l i z a t io n  p la n  a re :  (1 )  t h a t  th e  Ba nk  ca n b o rr o w  a g a in s t  
90 p e rc e n t  o f  th e  n o n -A fr ic a n  c a l la b le  c a p i t a l ;  (2 )  t h a t  i t  ca n b o rr o w  a g a in s t  40  p e rc e n t o f  A f r ic a n  c a l la b le  c a p i t a l ;  
and (3 )  t h a t  i t  ca n le n d  lo c a l  c u r re n c y  p a id - in  c o n t r ib u t io n s  f o r  in t r a - A f r i c a n  p ro c u re m e n t.  Any ch ange  in  th e se  a s s u m p ti o n s  w i l l  a f f e c t  th e  s iz e  o f  th e  c a p i t a l  in c re a s e  ne ed ed  to  s u s ta in  an y g iv e n  le v e l  o f  AfDB  le n d in g .

O th e r  p o l i c y  is s u e s  u nder d is c u s s io n  in  th e  
n e g o t ia t io n s  a re  th e  p o r t io n  o f  A fr ic a n -m e m b e r c o n t r ib u t io n s  th a t  w i l l  be in  c o n v e r t ib le  c u r r e n c ie s ,  th e  u n i t  o f  v a lu e ,  p o s s ib le  s p e c ia l c o n t r ib u t io n s  o r  e n t r y  d o n a t io n  by n o n re g io n a l 
mem be rs , v o t in g  s t r u c t u r e s ,  th e  f u tu r e  r e l a t i o n  o f  AfD B and A fD F , th e  b a s ic  d e c is io n m a k in g  r u le s  o f  th e  b a n k , human 
r i g h t s ,  r e c r u it m e n t  p o l i c i e s ,  an d em plo yee ta x  p ro b le m s .

A t th e  ti m e  o f  th e  w r i t in g  o f  t h i s  r e p o r t ,  U .S . 
T re a s u ry 's  p o s i t io n ,  in  c o n n e c t io n  w it h  th e  n e g o t ia t io n s ,  was  n o t f i r m  and o f f i c i a l s  p o in te d  o u t  t h a t  f u l l  c o n s u l ta t io n  
w it h  th e  C ongre ss w ou ld  be r e q u ir e d  b e fo re  an y com m itm ent is  made. C u r re n t  t h in k in g  was  t h a t  a lo w e r  r a te  o f  g ro w th  m ig h t 
be  d e s i r a b le  and  t h a t  th e  U n it e d  S ta te s ' sh a re  o f  n o n re g io n a l c a p i t a l  in  th e  1 5 -2 0  p e rc e n t  ra n g e  ( ro u g h ly  p a r a l l e l  to  th e
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U .S . c o n t r i b u t i o n  t o  AfD F) p r o b a b ly  w ould  be  p r o p o s e d . I t  i s  
a n t i c i p a t e d  t h a t  n e g o t i a t i o n s  w ould  be  c o m p le te d  so  t h a t  
a u t h o r i z a t i o n  an d a p p r o p r i a t i o n  r e q u e s t s  wou ld  m a t e r i a l i z e  in  
t h e  FY 1981  o r  FY 19 82  ti m e  f ra m e . O u t - y e a r  p r o j e c t i o n s  
i n d i c a t e  p la n n in g  f o r  a U .S . s h a r e  o f  $5 00  m i l l i o n  o f  th e  
n o n r e g io n a l  c a p i t a l i z a t i o n ,  s p r e a d  o v e r  a 5 - y e a r  p e r io d ,  w i th  
25  p e r c e n t  b e in g  p a id  i n .

Th e U n it e d  S t a t e s  h a s  c o n t r i b u t e d  $50 m i l l i o n  to  
AfD F,  in c lu d in g  t h e  $25 m i l l i o n  a p p r o p r i a te d  f o r  FY 1 9 7 9 , an d 
t h a t  c u m u la ti v e  c o n t r i b u t i o n  i s  e x p e c te d  to  r a i s e  th e  U .S . 
s h a r e  o f  th e  fu nd  r e s o u r c e s  t o  10 p e r c e n t ,  t y in g  th e  U n it e d  
S t a t e s  w i th  J a p a n  a s  th e  se c o n d  m a jo r  d o n o r , b e h in d  C an ad a . 
T o ta l  p le d g e d  r e s o u r c e s  f o r  AfDF o f  $5 00  m i l l i o n  w ere  e x p e c te d  
a s  o f  th e  en d o f  1978 . F o r th e  seco n d  r e p le n is h m e n t  o f  th e  
f u n d ,  d o n o r s  h av e  a g re e d  to  a $7 70  m i l l i o n  t a r g e t  w h ic h  w i l l  
c o v e r  fu nd  le n d in g  th ro u g h  19 81  an d p e r m i t  a 1 0 - p e r c e n t  r e a l  
g ro w th  in  le n d in g  o v e r  t h e  1 979-1 981  p e r io d  (A fD F 's  f i s c a l  
y e a r  b e in g  on  a c a l e n d a r - y e a r  b a s i s ) .  Th e U .S . c o n t r i b u t u i o n  
t o  th e  seco n d  r e p le n is h m e n t  h a s  b een  p ro g ra m ed  a t  $1 25  m i l l i o n  
f o r  w h ic h  a u t h o r i z a t i o n  i s  now b e in g  s o u g h t .  I t  i s  p la n n e d  
f o r  paym ent o v e r  a 3 - y e a r  p e r i o d ,  an d th e  f i r s t  a p p r o p r i a t i o n  
o f  $ 4 1 .7  m i l l i o n  i s  in c lu d e d  in  th e  FY 19 80  a p p r o p r i a t i o n  
r e q u e s t .

E.  Lo an  A d m in is t r a t io n

1 . E co nom ic  R a te s  o f  R e tu rn

The I F I s  p r e s e n t a t i o n s  o f  p ro p o se d  p r o j e c t s  to  th e  
B o a rd s  o f  E x e c u ti v e  D i r e c t o r s  n o rm a l ly  c o n ta i n  r e p r e s e n t a t i o n s  
on f i n a n c i a l  an d eco n o m ic  r a t e s  o f  r e t u r n ,  d e te r m in e d  d u r in g  
t h e  lo a n  a p p r a i s a l  p r o c e s s ,  a s  p a r t  o f  th e  j u s t i f i c a t i o n  f o r  
m ak in g  th e  l o a n .  F i n a n c i a l  r a t e s  o f  r e t u r n  a r e  f a i r l y  
f o r t h r i g h t  in  t h a t  p r o f i t a b i l i t y  i s  c a l c u l a t e d ,  i . e . ,  th e  
r e v e n u e s  t o  be  g e n e r a te d  o v e r  th e  p r o j e c t  l i f e  a s  a r a t i o  o f  
t h e  c a p i t a l  i n v e s t e d .  The  eco n o m ic  r a t e  o f  r e t u r n  i s  m or e 
e s o t e r i c .  I t  i s  com pute d  on  th e  p re m is e  a c o u n t r y  s h o u ld  n o t  
b o rro w  bey ond  th e  p o i n t  a t  w h ic h  t h e  r e a l  c o s t  o f  d e b t  s e r v i c e  
e x c e e d s  th e  eco n o m ic  r e t u r n  on th e  p r o j e c t .  T h e re  i s  no  s e t  
p e r c e n ta g e  by  w h ic h  p r o j e c t s  a r e  a c c e p te d  o r  n o t  a c c e p t e d ,  
th o u g h  i t  i s  g e n e r a l l y  r e c o g n iz e d  t h a t  a p r o j e c t  sh o u ld  show  
an  econom ic  r a t e  o f  r e t u r n  o f  10 p e r c e n t  o r  b e t t e r  an d th e  
a v e r a g e  i s  b e l i e v e d  t o  b e  a ro u n d  18 p e r c e n t .  A b o rro w e r  
s h o u ld  n o t  o b t a i n  an  IF I  lo a n  i f  i t s  o p p o r t u n i t y  c o s t  o f  
c a p i t a l  ( i t s  p r o d u c t i v i t y  in  o t h e r  u s e s )  i s  b e t t e r  a p p l i e d  
e l s e w h e r e .

A c o m b in a ti o n  o f  m a c ro -e c o n o m ic  d a ta  and  p r o j e c t  
p e r s p e c t i v e s  a r e  g a th e r e d  to  e v a l u a t e  w h e th e r  t h e  p r o j e c t  i s  
a h i g h - p r i o r i t y  u se  o f  r e s o u r c e s  an d w h e th e r  th e  p r o j e c t  can  
s u s t a i n  i t s e l f  w i th o u t  s u b s id y  o r  p r o t e c t i o n .  Sh ad ow  p r i c i n g
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f r e q u e n t ly  i s  u sed , p re d ic a te d  up on  an in c re a s e  in  w e lf a re  
r e s u l t in g  fr om  any m a rg in a l ch ange  in  th e  a v a i l a b i l i t y  o f  
c o m m o d it ie s  o r  f a c t o r s  o f  p ro d u c t io n .  The  econom ic  r a te  o f  
r e tu r n  i s  e x p re s s e d  as a d is c o u n t  r a te  w h ic h  e q u a te s  th e  
p re s e n t  v a lu e  o f  e x p e c te d  f u t u r e  re ve n u e s  to  th e  i n i t i a l  c o s t  
o u t la y .  C e r ta in  e f f e c t s  o f  a p r o je c t ,  p a r t i c u l a r l y  on e in  
th e  s o c ia l  a re n a , may n o t  im pose  a c o s t  o r  c o n fe r  a b e n e f i t  
b u t ,  i f  s i g n i f i c a n t ,  th e y  a re  t o  be i d e n t i f i e d  and m easure d , 
th o ug h  i t  i s  re c o g n iz e d  t h a t  th e re  is  r e a l l y  no  s a t i s f a c t o r y  
way t o  d e a l w i t h  th em — many p r o fe s s io n a l ju d g m e n ts  a re  in v o lv e d  
in  th e  p ro c e s s .

In  re v ie w in g  s a m p li n g s  o f  p r o je c t  p o s t  e v a lu a t io n
*  r e p o r t s ,  i t  was n o te d  t h a t  n o t  in f r e q u e n t ly  th e  c a lc u la t io n  o f  

th e  econom ic  r a te  o f  r e t u r n ,  made a f t e r  a l l  d is b u rs e m e n ts  were  
c o m p le te d , was  s i g n i f i c a n t l y  lo w e r  th a n  t h a t  c a lc u la te d  in  th e  
o r i g i n a l  d o c u m e n ta ti o n  p re s e n t in g  th e  p r o je c t  to  th e  Board
f o r  a p p ro v a l.

In  th e  u rb an  re n e w a l p r o je c t  in  an A s ia n  c o u n tr y  
a ll u d e d  to  in  an  e a r l i e r  s e c t io n  o f  th e  r e p o r t ,  an econom ic  
r a te  o f  r e tu r n  was q u o te d  in  th e  a p p ra is a l p re s e n te d  to  th e  
Board  o f  21 p e rc e n t  f o r  th e  co m ponent o f  p ro v id in g  s i t e s  and  
s e r v ic e s  f o r  180 ,0 0 0  s q u a t te r s  in  a sl um  a re a  o f  th e  c a p i t a l  
c i t y  (p e r  c a p it a  in co m e o f  $ 8 7 ) .  Rev en ue s a re  to  be  g e n e ra te d  
fr om  lo n g - te rm  le a s e s ,  w it h  o p t io n  to  p u rc h a s e , and w a te r  and 
sew era ge c h a rg e s . (O th e r  co m ponents  o f  th e  p r o je c t  w it h  
d i f f e r e n t  econom ic  a n a ly s e s  a re  n o t  d e a l t  w it h  so as  n o t  to  
c o m p li c a te  th e  i l l u s t r a t i o n . )  The p r o je c t  a ls o  en co mpa ss ed  
s m a ll  b u s in e s s  le n d in g  and c o t ta g e  in d u s t r y  e s ta b li s h m e n t  by 
th e  lo c a l  g o v e rn m e n t.  In  v i s i t i n g  th e  p r o je c t ,  th e  I n v e s t ig a t iv e  
S t a f f  le a rn e d  t h a t  th e  p ro posed  c o t ta g e  in d u s t r y  and s m a ll  
b u s in e s s  lo a n  a s p e c ts  wer e n o t w o rk in g  as th e  s q u a t te r s  do  n o t 
t r u s t  th e  lo c a l  b u re a u c ra c y  and c o n t in u e  to  u t i l i z e  th e  lo c a l  
lo a n -s h a rk  le n d e rs .  The g o v e rn m e n ta l a u t h o r i t y  o p e ra t in g  th e  
p r o je c t  now e x p e c ts  no n e t f i n a n c ia l  r e t u r n  o v e r th e  2 5 -y e a r  
p r o je c t  p e r io d ,  th o u g h  i t  i s  ho pe d t h a t  th e  p r o je c t  b re a k s  
e ve n . The lo c a l  o f f i c i a l s  a d v is e d  th a t  th e  W orld  Bank 
e c o n o m is ts  a p p ra is in g  th e  p r o je c t  had to  a r r iv e  a t  some 
econom ic  r a te  o f  r e tu r n  and  th e y  a d v e r t is e d  in  th e  lo c a l  
new spapers  f o r  a go od t r a c t  o f  la n d  n e a r th e  p o r t .  From 
re s p o n s e s  to  th e  a d v e r t is e m e n t ,  a t e n t a t i v e  la n d  v a lu e  was 
d e r iv e d  on  th e  th e o r y  t h a t ,  i f  someone p a id  th e  t r u e  v a lu e  o f  
th e  la n d  in s te a d  o f  th e  s u b s id iz e d  v a lu e ,  i t  w ou ld  p ro d u c e  a 
h ig h e r  econom ic  r e t u r n .  I t  was  th e n  q u a n t i f ie d  in t o  an 
econom ic  r a te  o f  r e t u r n ,  i n f l a t i n g  i t  by c o n s id e r a t io n  o f  
im pro ved  h e a lt h  and s o c ia l  b e n e f i t s .  The r e s u l t  was deemed 
to  be m e a n in g le s s  by th e  lo c a l  o f f i c i a l s  e x c e p t as  an e x e rc is e

*  to  go  th ro u g h  to  be a b le  to  p re s e n t a q u a n t i f ie d  econom ic  
r a te  o f  r e t u r n .  The  p r o je c t  r e a l l y  s h o u ld  be ju d g e d  on  i t s  
m e r it s  as  a h i g h - p r i o r i t y  s o c ia l  p r o je c t  to  a id  th e  p o o r ,  
a c c o rd in g  to  th e s e  o f f i c i a l s .
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A n o th e r  W or ld  Ban k s o f t - l o a n  p r o j e c t  (ID A) in  A f r i c a  f o r  r u r a l  d e v e lo p m e n t , e n co m p a ss in g  a g r i c u l t u r a l  c r e d i t ,  l i v e s t o c k  c r e d i t ,  i n s e c t  c o n t r o l ,  w a te r  s y s te m s ,  a g r i c u l t u r a l  t r a i n i n g ,  a n im a l an d l a n d  h u s b a n d ry , h o s p i t a l s ,  c l i n i c s ,  an d ro a d  an d b u i ld in g  c o n s t r u c t i o n ,  h a s  p r o g r e s s e d  i n to  i t s  t h i r d  p h a s e .The f i r s t  lo a n  w as  $ 4 .3  m i l l i o n  in  1 968 ; th e  se c o n d  $ 1 0 .5  m i l l i o n  in  1973; an d th e  t h i r d  $ 1 1 .6  m i l l i o n  in  1978 . The  o r i g i n a l  econom ic  r a t e  o f  r e t u r n  e s t im a te d  a t  20  p e r c e n t  h a s  b e e n  a d ju s te d  do wnw ard t o  a b o u t 8 t o  10 p e r c e n t .  P r o j e c t  o f f i c i a l s  an d t h e  l o c a l  M in i s t r y  o f  A g r i c u l t u r e  o f f i c i a l s  a d v is e d  t h a t  t h e i r  own c o m p u ta t io n s  o f  e co n o m ic  r a t e s  o f  r e t u r n  d i f f e r  fr om  th o s e  o f  th e  W or ld  Ba nk  an d th e y  h av e  n o t b e en  a b le  to  o b t a i n  r e s p o n s e s  t o  t h e i r  q u e r i e s  a s  t o  how th e  W orl d  Ba nk  c o m p u te s  th e  f i g u r e .  The y now a n t i c i p a t e  a n e g a t iv e  e co n o m ic  r a t e  o f  r e t u r n  b u t  b e l i e v e  t h a t  s u b s t a n t i a l  n o n m e a su ra b le  b e n e f i t s ,  n e v e r t h e l e s s ,  w i l l  a c c r u e .  Th ey  o b s e rv e  t h a t  econom ic  r a t e s  o f  r e t u r n  sh o u ld  n o t  be  u sed  to  a t t e m p t  t o  m e a su re  th e  w o r th  o f  a p r o j e c t  b u t  o n ly  t o  m ea su re  one p r o j e c t  a g a i n s t  a n o th e r .
Form er  W or ld  Ban k an d U .S . T r e a s u r y  o f f i c i a l s  i n t e r v ie w ed  in  th e  c o u r s e  o f  th e  s tu d y  a d v is e d  t h a t  d o c u m e n ta t io n  o f  p r o j e c t  p r o p o s a l s  a r e  m assa g ed  t o  p e r f e c t i o n  an d r e p r e s e n t  o n ly  an  i l l u s i o n  o f  r e a l  c o n d i t i o n s ;  t h a t  p r o j e c t s  a r e  t r e a t e d  by  I F I  e c o n o m is ts  a s  th o u g h  th e y  w ere  b e in g  c a r r i e d  o u t  in  a h ig h -p o w e re d  s o c i a l  l a b o r a t o r y  r a t h e r  th a n  in  a p o o r u n d e v e lo p e d  c o u n t r y ;  an d t h a t  p a p e r  an d b u r e a u c r a t i c  p r o c e d u r e s  a r e  s u b s t i t u t e d  f o r  s u b s t a n c e .

2 . P ro c u re m e n t P r a c t i c e s

A l l  o f  t h e  I F I s  r e q u i r e  i n t e r n a t i o n a l  c o m p e t i t i v e  b id d in g  f o r  g o o d s  an d s e r v i c e s  t o  be  p r o c u re d  f o r  th e  f o r e ig n  e x c h a n g e  c o s t s  in v o lv e d  in  th e  p r o j e c t s ,  e x c e p t  w here  s p e c i f i c  e x c e p t io n s  a r e  a p p l i c a b l e .  Th e i n t e r n a t i o n a l  c o m p e t i t i v e  b id d in g  p r o c e d u r e  h a s  tw o b a s i c  p r i n c i p l e s :  ( a )  a l l  e l i g i b l e  s u p p l i e r s  sh o u ld  h ave  e q u a l  a c c e s s  to  p ro c u re m e n t o p p o r t u n i t i e s  an d (b ) p ro c u re m e n t s h o u ld  r e s u l t  in  th e  p r o v i s i o n  o f  a p p ro p r i a t e  g o o d s  an d s e r v i c e s  ( a s  d e te r m in e d  by  th e  b o rro w e r  w it h  t h e  a s s i s t a n c e  o f  h i s  c o n s u l t a n t )  w h ic h  m ee t s p e c i f i c a t i o n s  a t  minim um  c o s t .  P ro c u re m e n t p r o c e d u r e s  t o  be fo ll o w e d  in  a l l  c a s e s ,  t o g e t h e r  w i th  th e  c r i t e r i a  f o r  e x c e p t io n s  t o  i n t e r n a t i o n a l  c o m p e t i t i v e  b id d in g  p r o c e d u r e s ,  a r e  p u b l i s h e d  by e a c h  I F I .  The d o c u m e n ta t io n  on e ac h  lo a n  s p e c i f i e s  t h a t  th e  b o r ro w e r  w i l l  f o l lo w  th e  l e n d in g  i n s t i t u t i o n ' s  g u i d e l i n e s  f o r  p ro c u re m e n t an d w i l l  a d o p t  p r o c e d u r e s  a p p ro v e d  by  th e  le n d in g  bank  f o r  a d v e r t i s i n g  an d e v a l u a t i n g  b id s  u n d e r  i n t e r n a t i o n a l  c o m p e t i t iv e  b id d in g  p r o c e d u r e s .  In  c e r t a i n  c a s e s ,  p a r t i c u l a r l y  f o r  l a r g e  o r  com ple x  c i v i l  w ork s c o n t r a c t s ,  th e  B a n k 's  g u i d e l i n e s  a l lo w  f o r  p r e q u a l i f i c a t i o n  o f  b i d d e r s .
In  c e r t a i n  c i r c u m s t a n c e s ,  i n t e r n a t i o n a l  c o m p e t i t iv e  b id d in g  may n o t  be  r e q u i r e d  by  th e  le n d in g  b an k  an d e x c e p t io n s
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may be  g r a n te d  due t o  th e  s p e c i a l  p r o j e c t  c h a r a c t e r i s t i c s .
T hes e  c i r c u m s ta n c e s  u s u a l ly  i n c lu d e  (1 )  p r o j e c t s  w h ere  th e  
b o rro w e r  m ust  m a in ta in  th e  t e c h n i c a l  c o m p a t a b i l i t y  o f  e q u ip m e n t 
w i th  o t h e r  e q u ip m e n t e i t h e r  a l r e a d y  i n t e g r a t e d  in  th e  p r o j e c t  
o r  in  o t h e r  r e l a t e d  p r o j e c t s ;  (2 ) p ro c u re m e n t o f  s p a r e  p a r t s  
f o r  e x i s t i n g  e q u ip m e n t,  w here  th e  nu m be r o f  q u a l i f i e d  s u p p l i e r s  
i s  l im i t e d ;  and  (3 )  c o n t r a c t s  in  w h ic h  e i t h e r  th e  am o u n ts  
in v o lv e d  a r e  so  s m a ll  t h a t  f o r e i g n  f i r m s  w ould  c l e a r l y  n o t  be  
i n t e r e s t e d  o r  w h ere  th e  g o o d s  an d s e r v i c e s  a r e  so  d i v e r s e  an d 
l im i t e d  t h a t  s e c u r in g  b i d s  i s  i m p r a c t i c a l .

The p ro c u re m e n t g u i d e l i n e s  o f  some o f  th e  I F I s  a l s o  
a ll o w  f o r  c e r t a i n  p r e f e r e n c e s  to  l o c a l  s u p p l i e r s .  Su ch  
e x c e p t io n s  may be g r a n te d  to  l o c a l  s u p p l i e r s  in  th e  r e c i p i e n t  
c o u n tr y  a n d /o r  to  s u p p l i e r s  in  o t h e r  d e v e lo p in g  c o u n t r y  m em ber s.
A 15 p e r c e n t  m arg in  o f  p r e f e r e n c e  f o r  l o c a l  s u p p l i e r s  o f  e q u ip 
m en t an d m a t e r i a l s  and  7 .5  p e r c e n t  f o r  l o c a l  c o n t r a c t o r s  i s  
p e r m i t t e d .  T h is  p r e f e r e n c e  i s  a p p l i c a b l e  o n ly  when th e  b o rro w e r  
r e q u e s t s  i t  an d i s  o n ly  f o r  l o c a l l y  m a n u fa c tu re d  g o o d s . F o rm e r ly , 
th e  p r e f e r e n c e  wa s o n ly  a p p l i c a b l e  t o  th e  p o o r e r  c o u n t r i e s  b u t 
h a s  now b een  e x te n d e d  t o  a l l  b o r r o w e r s .  I t  i s  p e r m i t te d  in  
o r d e r  to  e n c o u ra g e  th e  g ro w th  o f  l o c a l  i n d u s t r y  an d p r o v id e  
i n c e n t iv e  t o  th e  b o r r o w e r .

A n o th e r  e x c e p t io n  g r a n te d  by  th e  I F I s  i s  f o r  c o n s u l t i n g  
s e r v i c e s  r e q u i r e d  t o  d e s ig n  an d to  im p le m en t a p r o j e c t  in asm uch  
a s  th e s e  s e r v i c e s  a r e  s e l e c t e d  on  th e  b a s i s  o f  q u a l i f i c a t i o n s  
to  p e r fo rm  th e  r e q u i r e d  wor k an d n o t  on  th e  b a s i s  o f  t h e i r  c o s t .  
F i n a n c i a l  te rm s  a r e  s e t  th ro u g h  n e g o t i a t i o n s  b e tw een  th e  b o rro w e r  
an d th e  c o n s u l t a n t .

A lt h o u g h  th e  IF I  lo a n s  f in a n c e  o n ly  a p a r t  o f  th e  
t o t a l  c o s t  o f  p r o j e c t s ,  i n c lu d in g  th e  f o r e ig n  e x ch a n g e  f u n d s  
n e ed e d  to  f in a n c e  i te m s  n o t  a v a i l a b l e  w i th in  th e  b o r ro w e r  
c o u n t r y ,  th e  u l t i m a t e  r e s p o n s i b i l i t y  f o r  t h e  e x e c u t io n  o f  th e  
p r o j e c t  a n d , t h e r e f o r e ,  f o r  th e  aw ar d  an d a d m i n i s t r a t i o n  o f  
c o n t r a c t s  u n d e r  th e  p r o j e c t  r e s t s  w i th  th e  b o r r o w e r . The 
I F I s  a r e  c o n c e rn e d  g e n e r a l l y  w i th  t h r e e  c o n s i d e r a t i o n s :
(a )  ec on om y an d e f f i c i e n c y  in  th e  e x e c u t io n  o f  th e  p r o j e c t ,  
in c lu d in g  th e  p ro c u re m e n t o f  th e  g o o d s  an d w ork s in v o lv e d ;
(b ) g iv in g  a l l  i t s  mem be r c o u n t r i e s ,  d e v e lo p e d  an d d e v e lo p in g ,  
an  o p p o r t u n i t y  t o  co m p e te  in  p r o v id in g  th e  g o o d s  an d w ork s 
f in a n c e d  by  th e  le n d in g  b a n k ; an d (c )  e n c o u ra g in g  th e  d e v e lo p 
m en t o f  l o c a l  c o n t r a c t o r s  an d m a n u f a c tu r e r s  in  th e  b o rro w in g  
c o u n t r y .

S a t i s f y i n g  th e s e  c o n s i d e r a t i o n s  n e c e s s i t a t e s  e x t e n s i v e  
in v o lv e m e n t o f  th e  I F I s  in  th e  a c t i o n s  ta k e n  by  th e  b o r ro w e r  
c o u n t r y  t o  m ee t th e  r e q u i r e m e n ts  o f  IF I  p ro c u re m e n t  g u i d e l i n e s  
T h is  in v o lv e m e n t u s u a l l y  e n t a i l s  d e t a i l e d  r e v ie w s  an d a p p r o v a l  
o f  th e  p r e q u a l i f i c a t i o n  p r o c e d u r e s  an d c r i t e r i a ,  t e n d e r  d o c u 
m e n ta t i o n ,  b id  e v a l u a t i o n s ,  an d c o n t r a c t  a w a rd s .
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D e s p ite  th e  e x i s t e n c e  o f  th e  IF I  p ro cu re m e n t g u id e 
l i n e s  an d d i r e c t  IF I  in v o lv e m e n t in  th e  b o r r o w e r ’ s p ro cu re m e n t 
a c t i o n s ,  many o f  th e  im p le m e n ta to n  d e l a y s  b e in g  e x p e r ie n c e d  
in  p r o j e c t s  can  be  t r a c e d  to  p ro b le m s a s s o c i a t e d  w it h  s a t i s 
f y i n g  th e  r e q u ir e m e n ts  o f  th e  p ro cu re m e n t g u i d e l i n e s  o r ,  in  
some  i n s t a n c e s ,  th e  o v e r a p p l i c a t i o n  o f  th e  g u i d e l i n e s .

Of  i t s  16 " s p e c i a l  a t t e n t i o n "  p r o j e c t s  a s  o f  March 3 1 ,
1 9 7 8 , ADB c l a s s i f i e d  fo u r  o f  them  a s  b e in g  d e la y e d  in  im p le 
m e n ta tio n  du e t o  p ro cu re m e n t p ro b le m s . In  co m m en ting on 
p r o j e c t  im p le m e n ta ti o n  in  i t s  H ig hw ays  an d A i r p o r t s  D i v i s i o n ,
ADB n o te d  t h a t  d i f f i c u l t i e s  ha d be en  e n c o u n te re d  in  th e  
p r e p a r a t io n  an d i s s u e  o f  te n d e r  d o cu m en ts  du e t o  l a c k  o f
a d e q u a te  e x p e r ie n c e  on th e  p a r t  o f  e x e c u t in g  a g e n c i e s .  I t  *
a l s o  m en ti o n ed  t h a t  in  on e p r o j e c t  d e la y  had b een  du e to  th e
f a i l u r e  o f  th e  e x e c u t in g  a g e n c y  t o  j u s t i f y  i t s  p ro p o s e d  aw ar d
o f  c o n t r a c t  to  a te n d e r e r  o t h e r  th an  th e  lo w e s t  e v a lu a t e d
b i d d e r .

An in d e p e n d e n t m an ag em en t c o n s u l t a n t 's  r e p o r t  on  a 
r e v ie w  o f  th e  d is b u r s e m e n t  an d c o n t r o l  p r o c e d u r e s  a p p l ie d  by 
AfDF  p o in t e d  to  th e  many p r o j e c t s  d e la y e d  b e c a u s e  o f  d i f f i 
c u l t i e s  o f  p r o c u r in g  g o o d s  fr om  mem ber c o u n t r i e s .

D u ri n g  th e  c o u r s e  o f  r e v ie w  o f  s e l e c t e d  p r o j e c t s  
b e in g  f in a n c e d  b y th e  I F I s ,  th e  I n v e s t i g a t i v e  S t a f f  n ote d  
i n s t a n c e s  w h e re in  p ro cu re m e n t p r o c e d u r e s ,  in  a v a r i e t y  o f  
w a y s , had im p a ct up on  th e  im p le m e n ta ti o n  o f  th e  p r o j e c t s .  Fo r 
e x a m p le , in  19 7 7  a U .S . co m pa ny  was  d e te rm in e d  t o  be th e  lo w  
b id d e r  by  a s u b s t a n t i a l  m a rg in  f o r  th e  s w it c h in g  equ ip m en t 
co m ponen t in  an IB R D -fi n a n c e d  te le c o m m u n ic a tio n s  p r o j e c t  in  
w h ic h  th e  t o t a l  lo a n  wa s f o r  $25  m i l l i o n .  In  a p p a r e n t  
d is r e g a r d  o f  th e  a g re e d -u p o n  a rr a n g e m e n t t h a t  th e  Ba nk  wou ld  
a p p ro v e  th e  aw ar d o f  th e  c o n t r a c t ,  th e  b o rro w e r  e l e c t e d  to  
aw ar d th e  s w it c h in g  eq u ip m e n t c o n t r a c t  to  a F re n ch  co m pan y,  
d e s p i t e  th e  f a c t  t h a t  i t  was  n o t th e  lo w  b id d e r .  Th e U .S . 
co m pa ny  c o m p la in ed  to  IBRD an d to  th e  U .S . E x e c u t iv e  D i r e c t o r .
D e s p ite  p r o t e s t s  by th e  U .S . E x e c u t iv e  D i r e c t o r  and  by  IBRD 
m anag em en t,  th e  b o rro w e r  re m a in ed  ad am an t in  i t s  d e c i s i o n  t o  
aw ar d th e  c o n t r a c t  to  th e  F re n ch  co m pa ny.  A lt h o u g h  th e  U .S .
E x e c u t iv e  D i r e c t o r  s o u g h t t o  h a v e  th e  e n t i r e  lo a n  c a n c e l l e d  
b e c a u s e  o f  th e  b o r r o w e r 's  a c t i o n s ,  th e  IBRD to o k  a c t i o n  to  
c a n c e l  o n ly  t h a t  p a r t  o f  th e  lb a n  t h a t  was  in te n d e d  to  g o  f o r  
th e  s w it c h in g  e q u ip m e n t ($ 7 .6  m i l l i o n )  w it h  th e  re m a in in g  
p o r t i o n  o f  th e  lo a n  re m a in in g  to  f in a n c e  th e  o t h e r  p a r t s  o f  
th e  p r o j e c t .

In  a n o th e r  i n s t a n c e ,  IBRD m an ag em en t r e p o r t e d  t o  th e  
B oard  o f  E x e c u t iv e  D i r e c t o r s  th e  c a n c e l l a t i o n  o f  a 19 77 lo a n  *
o f  $40 m i l l i o n  to  an  A s ia n  c o u n t r y  a r i s i n g  from  an i n i t i a l
d is a g r e e m e n t  b e tw ee n  th e  IF I  and th e  c o u n t r y  o v e r  a p ro p o sed  
p ro cu re m e n t c o n t r a c t  a w a rd . Th e p r o j e c t  in v o lv e d  an  in t e g r a t e d
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g r a in  s t o r a g e  an d h a n d li n g  s y s te m , c o m p r is in g  th e  d e s ig n  an d 
c o n s t r u c t i o n  o f  15 s i l o s  an d e x p a n s io n  o f  5 e x i s t i n g  o n e s ,  a 
m ec h an iz ed  i n v e n to r y  c o n t r o l  s y s te m , p e r s o n n e l  t r a i n i n g ,  and  
a g r a i n  m a rk e ti n g  an d p r i c i n g  s tu d y .  D e la y s  an d c h a n g e s  in  
s i l o  d e s ig n  ha d r e s u l t e d  in  a 28 0 p e r c e n t  c o s t  o v e r ru n  ( t o t a l  
e s t im a te d  p r o j e c t  c o s t  o f  $9 2 m i l l i o n  ha d r i s e n  t o  $3 50  
m i l l i o n ) .  Th e b o r ro w e r  ha d d e c id e d  to  aw ar d  th e  p ro c u re m e n t  
c o n t r a c t  t o  a l o c a l  f i rm  t h a t  ha d ra n k e d  s e v e n th  in  th e  
o r i g i n a l  b id d in g  f o r  th e  p r o j e c t .  B ecau se  su c h  a c t i o n  wa s 
i n c o n s i s t e n t  w i th  IBRD p ro c u re m e n t g u i d e l i n e s ,  th e  b o rro w e r  
wa s a d v is e d  o f  th e  B a n k 's  o b j e c t i o n  to  th e  aw ar d d e c i s i o n .
The b o r ro w e r  d i s p a tc h e d  a d e l e g a t i o n  t o  IBRD h e a d q u a r te r s  
w i th  a r e q u e s t  t h a t  th e  lo a n  p r o c e e d s  be  u sed  s o l e l y  to  
f in a n c e  th e  e x p a n s io n  o f  th e  e x i s t i n g  f i v e  s i l o s .  Bank  
m an agem ent r e p o r t e d  t h a t  i t  was  q u i t e  p r e p a r e d  to  d i s b u r s e  
t h e  lo a n  on  t h a t  b a s i s ,  b u t  th e  d e l e g a t i o n  w en t f u r t h e r  an d 
i n s i s t e d  t h a t  th e  e n t i r e  c o n s t r u c t i o n  com ponen t o f  th e  p r o j e c t  
be  r e d e f i n e d  in  t h e  lo a n  a g re e m e n t t o  c o v e r  o n ly  th e  f i v e  
s i l o s .  Ba nk  m an ag em en t c o n c lu d e d  t h a t  su c h  p r o p o s a l  was  n o t  
a c c e p t a b le  s i n c e  i t  w ould  h av e  re m oved  a s s u r a n c e  t h a t  th e  
b a la n c e  o f  th e  i n t e g r a t e d  i n te r d e p e n d e n t  p r o j e c t  w ould  be  
c a r r i e d  o u t  an d to o k  th e  p o s i t i o n  t h a t  u n l e s s  th e  p r o j e c t  w ere  
m a in ta in e d  a s  an  i n t e g r a t e d  n a ti o n w id e  s t o r a g e  an d t r a n s p o r 
t a t i o n  s y s te m , i t  c o u ld  n o t  j u s t i f y  f i n a n c in g  som e f ra g m e n t o f  
i t .  The c o u n t r y  r e f u s e d  to  r e a f f i r m  i t s  com m itm en t t o  c a r r y  
o u t  th e  o v e r a l l  p r o j e c t  an d th e re u p o n  e l e c t e d  to  an n o u n ce  
c a n c e l l a t i o n  o f  th e  u n w it h d ra w n  am ount o f  th e  lo a n — $ 3 9 .1  
m i l l i o n .  T h u s,  i t  a p p e a r s  t h a t  Ba nk  m an ag em en t w ou ld  h ave  
con d o n ed  th e  a t te m p te d  c ir c u m v e n t io n  o f  i t s  p ro c u re m e n t 
g u i d e l i n e s ,  ha d t h e  l o c a l  g o v e rn m e n t a g re e d  to  p ro c e e d  
w ith  th e  f u l l  i n t e g r a t e d  p r o j e c t .

In  m ak in g d i s b u r s e m e n ts  a g a i n s t  p ro c u re m e n t , th e  I F I ' s  
e x a m in a t io n  o f  d o c u m e n ta t io n  f u r n i s h e d  i s  d i r e c t e d  p r i n c i p a l l y  
up on  th e  m e e ti n g  o f  f i n a n c i a l  r e q u i r e m e n ts  an d p ro c u re m e n t 
g u i d e l i n e s — n o t  w h e th e r  th e  p ro c u re d  it e m s  a r e  a p p r o p r i a t e  to  
m eet p r o j e c t  g o a l s .  A h ig h  o f f i c i a l  a t  IBRD a d v is e d  t h a t  
Ba nk  p r o c e d u r e s  w ere  n o t  r e a l l y  a d e q u a te  o r  d e s ig n e d  to  d e t e c t  
i f  o v e rb u y in g  o c c u r s  in  a p r o j e c t  an d th e  m a t e r i a l  c o n s ig n e d  
to  o t h e r  u s e s .  Th e I F l s  r e c o g n iz e  t h a t  i n t e r n a t i o n a l  b id d in g  
i s  so m e ti m es  r ig g e d  an d th e  I n v e s t i g a t i v e  S t a f f  fo und  t h a t  
p e r s o n n e l  c h a rg e d  w i th  lo a n  s u p e r v i s i o n  c o n s id e r  t h a t  ex am in 
a t i o n  o f  p ro c u re m e n t  d o c u m e n ta t io n  by  th e  C o n t r o l l e r ' s  D e p a r t 
m en t i s  w her e su ch  p r a c t i c e  sh o u ld  be  d e t e c t e d  w h e rea s  C o n t r o l l e r  
p e r s o n n e l  c o n s id e r  t h a t  th e  r e g u l a r  s u p e r v i s o r y  r e s p o n s i b i l i t y  
o f  th e  r e g io n a l  o p e r a t i n g  d e p a r tm e n t  i s  w here  i t  sh o u ld  be  
d e t e c t e d .

Th e p e r i o d i c  s u b m is s io n  o f  e x t e r n a l  a u d i t s  o f  b o rro w in g  
e n t i t i e s ,  d e s c r i b e d  m or e f u l l y  in  a l a t e r  s e c t i o n  o f  th e  r e p o r t  
d e a l i n g  w i th  a c c o u n t a b i l i t y , n o r m a l ly  in v o lv e s  d e s c r i p t i o n  
o n ly  o f  th e  f i n a n c i a l  c o n d i t i o n  an d y e a r ' s  r e s u l t s  o f  o v e r a l l
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o p e r a t i o n s  o t  th e  e n t i t y — n o t  a t r a c i n g  o f  p ro c u re m e n ts  an de x p e n d i t u r e s  u n d e r  th e  p r o j e c t .  A lt h o u g h  IBRD r e g u l a t i o n sp r o v id e  f o r  an  e x c e p t i o n ,  i . e . ,  wh en  th e  e n t i t y  s u b m its  o n lya l i s t i n g  o f  e x p e n d i t u r e s ,  i n s t e a d  o f  p ro c u re m e n t  do cu m en t a t i o n ,  an  a u d i t  o f  e x p e n d i t u r e s  in  su c h  i n s t a n c e  i s  p ro v id e df o r  u n d e r  IBRD r e g u l a t i o n s  to  sh ow  t h a t  g o o d s  w ere  p ro c u re do r  w or k p e rfo rm e d  an d p ay m en t ma de  t h e r e f o r .  No su c h  a u d i tr e p o r t s  w er e a v a i l a b l e  f o r  e x a m in a t io n  by  th e  I n v e s t i g a t i v eS t a f f  an d p r o j e c t  s u p e r v i s i o n  p e r s o n n e l  in  th e  o p e r a t i n gd e p a r tm e n ts  d id  n o t  e x p r e s s  f a m i l i a r i t y  w i th  t h a t  ty p e  o fa u d i t  r e q u i r e m e n t .

IB R D 's  I n t e r n a l  A u d it  D e p a r tm e n t in  J a n u a r y  19 78  *re v ie w e d  c o n f o rm i ty  t o  p ro c u re m e n t  g u i d e l i n e s  in  a s e l e c t e d  s a m p li n g  o f  p r o j e c t s  in  o n e  r e g i o n a l  d e p a r tm e n t  o f  th e  B an k.T h e i r  r e p o r t  c o n c lu d e d  t h a t  b o th  b o r ro w e rs  an d c o n s u l t a n t s  had  c o m p li ed  s u b s t a n t i a l l y  w i th  th e  B a n k 's  p ro c u re m e n tg u i d e l i n e s  an d t h a t ,  w i th  c e r t a i n  e x c e p t i o n s ,  th e  Ba nk  *s t a f f  ha d p r o p e r l y  c a r r i e d  o u t  i t s  r e s p o n s i b i l i t i e s .  Thee x c e p t io n s  w ere  (a )  t h a t  lo a n  s u p e r v i s o r y  p e r s o n n e l  a f t e rr e v ie w in g  b id d in g  p r o c e d u r e s  d id  n o t  t h e r e a f t e r  r e v ie w  th ea c t u a l  c o n t r a c t s  aw ard ed  to  a s s u r e  t h a t  no s u b s t a n t i a l  c h a n g e so c c u r r e d ,  an d (b ) t h a t  a  fo rm  d e s ig n e d  to  t r a c k  an d r e c o r dp ro c u re m e n t  a c t i o n s  was  n o t  u t i l i z e d  by  s u p e r v i s o r y  s t a f fb e c a u s e  th e y  f e l t  th e y  had  i n s u f f i c i e n t  ti m e  t o  do  s o .
3 . S u p e r v i s io n  o f  L oan s

S u p e r v i s io n  o f  l o a n s  by  th e  I F I s ,  up  t o  th e  p o i n t  o f  f i n a l  d i s b u r s e m e n t ,  i s  t o  i n s u r e  t h e  lo a n  p r o c e e d s  a r e  use d o n ly  f o r  th e  p u rp o s e  f o r  w h ic h  th e  lo a n  was  g r a n t e d ,  t h a t  th e  p r o c e e d s  a r e  d i s b u r s e d  t o  m ee t e x p e n s e s  o f  th e  p r o j e c t  a s  i n c u r r e d ,  an d t h a t  th e  p r o j e c t  h a s  i t s  in te n d e d  im p a c t up on  th e  d e v e lo p m e n t p r o c e s s .  S u p e r v i s io n  i s  a c c o m p li s h e d  by  d e sk  r e v ie w s  o f  p r o g r e s s  r e p o r t s  s u b m i tt e d  by  th e  b o rro w in g  e n t i t y  an d by o n - s i t e  v i s i t s  t o  th e  p r o j e c t s ,  e i t h e r  fr om  IF I  h e a d q u a r t e r s  o r  fr om  a r e s i d e n t  m is s io n  f i e l d  o f f i c e .  IDB h a s  a f i e l d  o f f i c e  in  e a c h  b o r ro w in g  c o u n t r y ;  ADB an d AfDF o p e r a t e  e x c l u s i v e l y  fr om  h e a d q u a r t e r s ;  th e  W or ld  Ban k h a s  some  r e s i d e n t  f i e l d  o f f i c e s  b u t  p r i m a r i l y  o p e r a t e  s u p e r v i s i o n  m is s io n s  o u t  o f  h e a d q u a r t e r s .

S u p e r v i s io n  m is s io n s  a r e  a t  t h r e e  s t a g e s  o f  th e  p r o j e c t :( a )  a t  im p le m e n ta t io n  t o  a s s u r e  th e  p r o j e c t  g e t s  o f f  t o  a goo ds t a r t ;  (b ) in  th e  o p e r a t i n g  s t a g e  t o  c h e c k  p r o g r e s s ;  and  ( c)a f t e r  f i n a l  d i s b u r s e m e n t  t o  a s s u r e  th e  b o r ro w e r  c an  s e r v i c eth e  lo a n  an d to  s e e  how th e  b e n e f i t s  m atc h  w i th  th e  o r i g i n a la p p r a i s a l .  At  th e  f i n a l  s t a g e ,  a p r o j e c t  c o m p le ti o n  r e p o r t  *i s  p r e p a r e d  by  th e  r e g i o n a l  d e p a r tm e n t  h a v in g  s u p e r v i s i o no v e r  th e  lo a n  w hic h  s e r v e s  a s  th e  b a s i s  o f  th e  s u b s e q u e n tp o s t  e v a l u a t i o n  o f  th e  p r o j e c t  by  a n o th e r  d e p a r tm e n t .  R e p o r tso f  t h e  r e s u l t s  o f  s u p e r v i s i o n  r e v ie w s  a r e  n o t  a v a i l a b l e  to  th e
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E x e c u t iv e  D i r e c to r s  o f  th e  I F I s  and c o n s e q u e n tl y  w ere  n o t  
a v a i la b le  to  th e  I n v e s t ig a t iv e  S t a f f .

S u p e rv is io n  i s  on e o f  th e  p r i n c i p a l  a d m in is t r a t iv e  
c o s ts ,  in  te rm s  o f  m anye ar e f f o r t ,  w it h  an ave ra ge  o f  13 
ma nweeks d e v o te d  to  s u p e rv is io n  p e r  p r o je c t .  A t th e  W o rl d  
Ba nk  and ADB, i t  i s  15 p e rc e n t  o f  th e  a d m in is t r a t iv e  b u d g e t;  
a t  IDB i t  i s  24 p e r c e n t .  The  s u p e rv is io n  w o rk lo a d  ha s 
in c re a s e d  s u b s t a n t ia l l y  in  r e c e n t  y e a rs  because  o f  em phas is  
up on  more com ple x s o c ia l - o r ie n t e d  p r o je c t s  and th e  r e c o g n i t io n  
o f  p a s t  in a d e q u a c ie s  o f  s u p e r v is io n .

The  nu mbe r o f  p r o je c t s  d e v e lo p in g  p ro b le m s  has in c re a s e d  
The W o rl d  Ba nk  r e p o r t s  t h a t  in  1977, 11 p e rc e n t o f  a l l  p r o je c t s  
had m a jo r  p ro b le m s  and 50 p e rc e n t  had m ode ra te  p ro b le m s . T he re  
i s  a s p e c ia l re v ie w  by an  upper- m anagem ent le v e l  o f  o f f i c i a l s  
s e m ia n n u a ll y  o f  a l l  p r o je c t s  w i t h  s p e c ia l o r  m a jo r  p ro b le m s . 
A g a in , t h i s  re v ie w  and i t s  r e s u l t s  a re  n o t  a v a i la b le  to  th e  
E x e c u t iv e  D i r e c t o r s ,  th o ug h  b ro a d  s tu d ie s  o f  th e  s u p e rv is io n  
p ro c e s s  by th e  I n t e r n a l  A u d it  an d O p e ra ti o n s  E v a lu a t io n  D e p a rt
m ents  o f  th e  W o rl d  Ba nk  and by  th e  G ro up o f  C o n t r o l le r s  a t  IDS 
have  be en re v ie w e d  w i th  th e  B oard s o f  E x e c u ti v e  D ir e c to r s .
The se  s tu d ie s  have p o in te d  up d e fe c ts  su ch  a s ; (a ) in a d e q u a te  
f in a n c in g  by th e  b o rro w in g  e n t i t y  o r  lo c a l  gove rn m e n t o f  
r e c u r r in g  c o s ts  (m a in te n a n c e , s p a re  p a r t s ,  s t a f f i n g  le v e ls ,  
e t c . ) ;  (b )  o n e - h a lf  o f  re ve n u e  c o v e n a n ts  in  lo a n  ag re em ents  
n o t  c o m p li e d  w it h  caused by  u n r e a l i s t i c  o r i g i n a l  t a r g e t s ,  
i n s u f f i c i e n t  e n fo rc e m e n t by th e  B ank,  la c k  o f  com m itm ent to  
f i n a n c ia l  o b je c t iv e s  by th e  b o r ro w e r ,  and o th e r  f a c to r s  
i n t e r n a l  to  th e  p r o je c t  a n d /o r  th e  b o rro w in g  e n t i t y ;  (c )  
f r e q u e n t  c o s t  o v e r ru n s ;  (d ) b re a ch e s  o f  c o v e n a n ts  in  a re a s  
o f  s t a f f i n g  le v e ls  to  o p e ra te  th e  p r o je c t ,  a u d i t in g  o f
a c c o u n ts ,  and c o s t  r e c o v e ry ;  (e ) in f re q u e n c y  o f  s u p e rv is io n  
m is s io n s ,  p o o r c o n t in u i t y  o f  s t a f f  p a r t i c i p a t i n g ,  and non 
in c lu s io n  in  su ch  s t a f f  o f  f i n a n c ia l  a n a ly s ts  c a u s in g  f a i l u r e  
t o  d e te c t  lo w  le v e ls  o f  a c c o u n t in g  p r a c t ic e s ;  and ( f )  f a i l u r e  
to  s u f f i c i e n t l y  a p p ly  le s s o n s  le a rn e d  in  on e p r o je c t  to  
o th e r  s im i la r  p r o je c t s .

As n o te d  e a r l i e r ,  w here as s u p e rv is io n  m is s io n s  a re  
th e  p r i n c i p a l  v e h ic le  f o r  a s s u r in g  th a t  fu n d s  a re  b e in g  
a ll o c a te d  and exp end ed f o r  th e  p u rp o s e s  f o r  w h ic h  in te n d e d  
in  th e  p r o je c t ,  n o rm a ll y  a s u p e rv is io n  team  (2  r e p r e s e n ta t iv e s  
f o r  a 2 -w eek p e r io d )  is  made up o f  e c o n o m is ts , e n g in e e rs ,  
t e c h n ic a l s p e c ia l i s t s ,  o r  f i n a n c ia l  a n a ly s ts ,  b u t  does n o t 
in c lu d e  a u d i t o r s  f o r  re v ie w s  o f  f i n a n c ia l  re c o rd s  o f  a c c o u n t.  
I n t e r n a l  s tu d ie s  have co mm ented t h a t  f in a n c ia l  r e p o r t in g  by  
th e  b o rro w in g  e n t i t i e s  and a u d i t in g  a re  wea k l i n k s  in  th e  
o v e r a l l  c o n t r o l  sys te m  in v o lv e d  in  th e  s u p e rv is io n  p ro c e s s . 
F re q u e n t ly ,  yo u n g e r and le s s  e x p e r ie n c e d  s t a f f  a re  a s s ig n e d  
to  s u p e rv is io n  m is s io n s  w it h  th e  o ld e r ,  more e x p e r ie n c e d  
p ro fe s s o n a l s t a f f  d e v o t in g  ti m e  to  th e  a p p ra is a l and le n d in g
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p r o c e s s e s .  R e v e n u e -e a rn in g  p r o j e c t s  n o rm a l ly  i n c lu d e  r e q u i r e 
m e n ts  f o r  a n n u a l a u d i t  by  in d e p e n d e n t  a u d i t o r s  o r  g o v e rn m e n ta l 
a g e n c i e s  w h ic h  a r e  o v e r a l l  r e v ie w s  o f  th e  f i n a n c i a l  c o n d i t i o n  
o f  t h e  b o rro w in g  e n t i t y ,  r a t h e r  th a n  an  a c c o u n t in g  o f  th e  
u se  o f  p r o j e c t  f u n d s .  Th e n a tu r e  o f  t h e s e  a u d i t s  i s  m or e 
f u l l y  d e s c r ib e d  in  a l a t e r  s e c t i o n  o f  t h e  r e p o r t  d e a l i n g  
w i th  a c c o u n t a b i l i t y  o f  th e  I F I s .

S u p e r v i s o r y  o f f i c e r s  a t  th e  I F I s  a d v is e d  t h a t  a d i f f i 
c u l t y  o f t e n  e n c o u n te r e d  i s  th e  h y d ra h e a d e d  p r o l i f e r a t i o n  o f  
l o c a l  a g e n c ie s  in v o lv e d  in  a p r o j e c t ,  e a c h  z e a lo u s  o f  i t s  own 
p r e r o g a t i v e s ,  m ak in g  i t  d i f f i c u l t  t o  f i x  r e s p o n s i b i l i t y  f o r  
f a i l u r e s  an d d e la y s  in  p r o j e c t s .  I t  a l s o  a p p e a r s  e v id e n t  
t h a t  p ro b le m s  m ig h t be  m in im iz e d  i f  s m a l le r  p i l o t  p r o j e c t s  
w e re  i n i t i a t e d ,  p a r t i c u l a r l y  in  th e  s o - c a l l e d  new  s t y l e  
t y p e s  o f  p r o j e c t s ,  b e f o r e  r u s h in g  t o  co m m it f u n d s  t o  o v e r ly  
a m b i t io u s  p r o j e c t s  f o r  w h ic h  t h e  c o u n tr y  d o e s  n o t  r e a l l y  
h av e  th e  a b s o r p t iv e  c a p a c i t y  in  te rm s  o f  i t s  e x i s t i n g  
i n s t i t u t i o n s .

A

In  i t s  f i e l d  v i s i t s ,  th e  I n v e s t i g a t i v e  S t a f f  e n co u n 
t e r e d  b o th  com m endato ry  an d c r i t i c a l  co m m en ts  o f  th e  s u p e r 
v i s i o n  m is s io n s  by  th e  l o c a l  p r o j e c t  m an a g e rs  an d s t a f f .
In  t h e  m a j o r i t y  o f  c a s e s ,  th e  l o c a l  o f f i c i a l s  w ere  a p p r e 
c i a t i v e  o f  th e  m is s io n s  an d ha d fo und  th em  h e l p f u l  in  k e e p in g  
th e  p r o j e c t  p r o g r e s s in g  to w a rd  i t s  d e s i r e d  g o a l s .  Th e m ost  
f r e q u e n t  c r i t i c a l  co m m en ts  w ere  l a c k  o f  u n d e r s ta n d in g  by  
t h e  I F I  s u p e r v i s o r s  o f  l o c a l  c o n d i t i o n s  a f f e c t i n g  im p le 
m e n ta t io n  o f  th e  p r o j e c t  an d l a c k  o f  c o n t i n u i t y  o f  p e r s o n n e l  
on  th e  s u p e r v i s i o n  te a m s . Th e l a t t e r  c o n d i t i o n  r e s u l t s  in  
s u b s t a n t i a l  ti m e  b e in g  s p e n t  e d u c a t in g  th e  I F I  s u p e r v i s o r y  
o f f i c i a l s  in  th e  p a r a m e te r s  o f  th e  p r o j e c t  an d in  h a v in g  each  
new  te am  e n g ag e  in  a p p l i c a t i o n  o f  i t s  own id e a s  in  r e d e s ig n in g  
c o m p o n e n ts  o f  th e  p r o j e c t .  At an  u rb a n  re n e w a l p r o j e c t  in  an  
A s ia n  c o u n t r y ,  th e  p r o j e c t  m an ag er r e c i t e d  how upon e ac h  
s u p e r v i s o r y  v i s i t ,  t h e  new te am  m em be rs  e l i c i t e d  fr om  him a 
r e c i t a l  o f  th e  c u r r e n t  p ro b le m  a r e a s  an d how he was  o v e rc o m in g  
th em  an d th e n  s im p ly  w ro te  up  t h e i r  r e p o r t  c i t i n g  th o s e  same 
p ro b le m  a r e a s  a s  h a v in g  b e en  d i s c o v e r e d  an d s u p p ly in g  h i s  
s o l u t i o n s  a s  t h e i r  re c o m m e n d a ti o n s  on  how to  overc om e th em .

I n f r e q u e n c y  o f  s u p e r v i s i o n  c o n t a c t s  was  a n o th e r  
c r i t i c i s m  w it h  th e  ti m e -c o n s u m in g  p r o c e s s ,  p a r t i c u l a r l y  in  
d e a l i n g  w it h  AfDF , o f  a t t e m p t in g  t o  r e s o l v e  p ro b le m s  by  m a il  
w i th  th e  re d  ta p e  o f  b u r e a u c r a c y  c a u s in g  f r e q u e n t  d e la y s  an d 
r e s u l t a n t  c o s t  o v e r r u n s .  An i n t e r n a l  s tu d y  a t  th e  W or ld  Ba nk 
i n d i c a t e d  t h a t  o v e r  o n e - f o u r t h  o f  th e  14 0 p r o j e c t s  re v ie w e d  
s u f f e r e d  from  i n s u f f i c i e n t  f r e q u e n c y  a n d /o r  i n t e n s i t y  o f  
s u p e r v i s i o n .
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D e la y s  in  Im p le m e n ta tio n

D e la y s  in  im p le m e n ti n g  p r o j e c t s ,  a f t e r  th e y  h a v e  been  
a p p ro v e d  an d n e g o t i a t e d ,  h ave  been  a p a r t i c u l a r l y  th o r n y  
p ro b le m  f o r  a l l  o f  th e  I F I s  in  r e c e n t  y e a r s .  They  r e s u l t  in  
a la g  in  th e  p la n n e d  d is b u r s e m e n t s c h e d u le  a f f e c t i n g  th e  I F I ' s  
l i q u i d i t y  an d in  in c r e a s e d  o v e r a l l  c o s t s  t o  th e  b o rro w in g  
e n t i t y .  U n d is b u rse d  co m m itm en ts  a t  th e  W or ld  Ba nk  (IB RD  an d 
IDA) a t  th e  en d o f  FY 19 78 w e re  $ 1 7 .6  b i l l i o n ,  c o n t r a s t e d  
w it h  $ 6 .7  b i l l i o n  a t  th e  end o f  FY 1 9 7 2 . The  W or ld  Bank  
e x p e c t s  th e  la g  in  d is b u r s e m e n ts  an d d e la y s  in  im p le m e n ta ti o n  
t o  c o n t in u e  o v e r  th e  n e x t  s e v e r a l  y e a r s  b e c a u s e  o f  d i f f e r e n t  
t e c h n i c a l  c h a r a c t e r i s t i c s  o f  th e  n e w - s t y le  p r o j e c t s ,  i n v o l v i n g  
new  a g e n c ie s  c a r r y i n g  o u t  new  a c t i v i t i e s  to  b e n e f i t  g r o u p s  o f  
p e o p le  p r e v i o u s l y  c o n s id e r e d  o u t s i d e  th e  re a c h  o f  m ost  g o v e r n 
men t p ro gra m s a n d , a c c o r d i n g l y ,  h as lo w e re d  th e  p r o je c t e d  
d is b u r s e m e n ts  p r e v i o u s l y  e s t im a t e d  o v e r  th e  n e x t  5 y e a r s  
(F Y 1 9 7 9 -1 9 8 3 ) b y  $ 3 .3  b i l l i o n .

Th e W or ld  Ba nk  i s  c u r r e n t l y  e n g ag ed  in  a s tu d y  o f  th e  
c a u s e s  o f  im p le m e n ta tio n  d e l a y s ,  u s in g  52 3 p r o j e c t s  sp re a d  
among 7 s e c t o r s .  In  t h a t  g r o u p , a p p r o x im a te ly  o n e - t h ir d  w ere  
on  s c h e d u le  in  th e  se co n d  q u a r t e r  o f  th e  d is b u rs e m e n t p e r io d ;  
o f  th e  t w o - t h i r d s  d e la y e d ,  35 p e r c e n t  w ere  up t o  1 y e a r ' s  
d e l a y ,  an d 31  p e r c e n t  from  1 t o  3 y e a r ' s  d e l a y .  At th e  p o in t  
o f  f u l l  d is b u r s e m e n t , o n ly  17  p e r c e n t  w ere  co m p le te d  on 
s c h e d u le .  W h il e  no  s i n g l e ,  c o n s i s t e n t  c a u s e  i s  a p p a r e n t ,  th e  
m ost  f r e q u e n t  c a u s e  e n c o u n te re d  i s  la c k  o f  l o c a l  f in a n c in g  
f o r  fu n d in g  th e  b o rr o w in g  e n t i t y ' s  s h a r e  o f  th e  p r o j e c t .
O th e r  c a u s e s  p r e l i m i n a r i l y  in d i c a t e d  a re  (a ) in a d e q u a te  
p r e p a r a t i o n ,  (b ) in a p p r o p r ia t e  s c a l e  and  c o m p le x ity  o f  
p r o j e c t s ,  ( c )  c h a n g e s  made d u r in g  th e  im p le m e n ta ti o n  p e r i o d ,
(d ) in a p p r o p r ia t e  c o v e n a n ts  and a g r e e m e n ts , (e )  p oo r p r o j e c 
t i o n  o f  th e  d is b u r s e m e n t s c h e d u le  a t  a p p r a i s a l ,  ( f )  c h a n g e s  
in  p r o j e c t  m an ag em en t,  (g )  p ro b le m s e n c o u n te re d  in  f o l lo w in g  
a g r e e d  p ro cu re m e n t p r o c e d u r e s ,  an d (h ) o v e r o p t i m i s t i c  a p p r a i s a l s  
W ith  r e s p e c t  to  th e  l a t t e r  p o i n t ,  an e a r l i e r  s tu d y  had sho wn  
t h a t  a l a r g e  nu mber o f  p r o j e c t s  sh o u ld  n o t have be en  p r e s e n te d  
f o r  a p p r o v a l a s  th e y  w ere  n o t r e a l l y  r e a d y  f o r  im p le m e n ta ti o n , 
b u t t r e s s i n g  th e  e a r l i e r  o b s e r v a t i o n  in  th e  r e p o r t  c o n c e r n in g  
th e  ru sh  t o  co m m it fu n d s  to  m ee t t a r g e t e d  g o a l s  b e f o r e  th e  
e x p i r a t i o n  o f  th e  f i s c a l  y e a r .  A s i m i l a r  s tu d y  o f  p ro b le m s o f  
im p le m e n ta ti o n  d e l a y s  by th e  G ro up o f  C o n t r o l l e r s  a t  ID8 c i t e d  
som e o f  th e  same  c a u s e s  a s  th o s e  l i s t e d  a b o v e  and  r e p o r te d  
o c c a s io n s  when IDB s t a f f  h as been  so m ew ha t p a s s i v e  in  th e  f a c e  
o f  th e s e  p ro b le m s .

Tho ug h in  m ost  c a s e s ,  th e  c o s t  o v e r r u n s  r e s u l t i n g  fro m 
d e la y s  in  im p le m e n ti n g  p r o j e c t s  o r  from  o t h e r  c a u s e s  su ch  a s  
i n f l a t i o n  and b a la n c e - o f - p a y m e n t  d i f f i c u l t i e s  a r e  r e q u ir e d  
t o  be  f in a n c e d  b y th e  l o c a l  g o v e rn m e n ts  o r  e l s e  a re  c o u n te r e d  
by r e d u c in g  th e  s c o p e  o f  th e  p r o j e c t ,  i t  i s  n o t in fr e q u e n t
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t h a t  th e  c o s t  o v e r ru n  is  subs um ed  by th e  I F I  in  th e  fu n d in g  o f  f o ll o w - o n  p r o je c t s .  In  a W orl d  Ba nk  p r o je c t  v i s i t e d  in  S o u th  A m e ri c a , seven c o n s e c u t iv e  lo a n s  were  in v o lv e d  f o r  h ig h w a y  c o n s t r u c t io n  b e g in n in g  in  195 1 and  a g g re g a t in g  $225  m i l l i o n .  E xcep t f o r  th e  m ost r e c e n t  lo a n  on w h ic h  th e re  is  l i t t l e  im p le m e n ta ti o n  e x p e r ie n c e ,  a l l  ha ve  s u f fe re d  p ro b le m s  and d e la y s  d u r in g  im p le m e n ta t io n  in c lu d in g  g e o p h y s ic a l s u rv e y  d e f ic ie n c ie s ,  in a d e q u a te  p r o v is io n  o f  lo c a l  fu n d s ,  we ak  i n s t i t u t i o n a l  man ag em en t, u n fa v o ra b le  w e a th e r , award  o f  c o n s t r u c t io n  c o n t r a c t s  to  in e x p e r ie n c e d  and f i n a n c ia l l y  we ak  lo c a l  f i r m s ,  in a d e q u a te  d e s ig n ,  and p o o r s u p e rv is io n  and c o o r d in a t io n  by th e  lo c a l  M in is t r y  o f  P u b li c  W ork s. R e s u lt in g  c o s t  o v e rru n s  have been ta k e n  up in  th e  s u c c e e d in g  lo a n s ,  e i t h e r  th ro u g h  d i r e c t  fu n d in g  o r  th e  r e d u c t io n  o f  sc ope o f  th e  e a r l i e r  lo a n  w i t h  in c lu s io n  o f  th e  re d u ce d  e f f o r t  in  th e  s u c c e e d in g  lo a n .
F . R o le s  o f  Man ag em en t and E x e c u t iv e  D ir e c to r s

I F I  c h a r te r s  p ro v id e  t h a t  th e  E x e c u t iv e  D ir e c to r s  s h a l l  be  r e s p o n s ib le  f o r  th e  c o n d u c t o f  th e  g e n e ra l o p e ra t io n  o f  th e  I F I s ,  s h a l l  f u n c t io n  in  c o n t in u o u s  s e s s io n ,  an d m ee t as  o f t e n  as th e  b u s in e s s  o f  th e  bank may r e q u i r e .  Under th e  d i r e c t i o n  o f  th e  E x e c u t iv e  D i r e c t o r s ,  th e  P re s id e n t  s h a l l  c o n d u c t th e  o r d in a r y  b u s in e s s  o f  th e  I F I  and s h a l l  s e rv e  as  C ha irm an o f  th e  Board  o f  E x e c u t iv e  D ir e c to r s .  L a c k in g  t h e i r  own C ha irm an and  any e x e c u t iv e  s e c r e t a r ia t ,  th e  Board  o f  E x e c u t iv e  D ir e c to r s  o f  any g iv e n  I F I  n e c e s s a r il y  m ust r e l y  s u b s t a n t ia l l y  up on  man ag em en t f o r  d i r e c t i o n ,  g u id a n c e , and r e s o lu t io n  o f  p o l i c y  is s u e s .  A fo rm e r E x e c u t iv e  D i r e c t o r  li k e n e d  th e  a rr a n g e m e n t to  a w hee l w i th  a w e ll - g re a s e d  hub  (m anagem ent)  and  spokes (E x e c u t iv e  D ir e c to r s )  b u t  no  o u te r  r im .

The o ve rw h e lm in g  m a jo r i t y  o f  Board  d e c is io n s  h i s t o r i c a l l y  hav e be en  ta k e n  on  th e  b a s is  o f  co n sensus  r a th e r  th a n  th ro u g h  fo rm a l v o t in g .  The E x e c u t iv e  D ir e c to r s  t r a d i t i o n a l l y  lo o k  to  th e  C ha irm an  (P re s id e n t  o f  th e  I F I )  to  seek in fo rm a l com pro m is e on any c o n te n t io u s  is s u e s  b e fo r e  th e  is s u e s  a re  p re s e n te d  to  th e  Board  f o r  fo rm a l a c t io n .  A t ID B , th e  Board  re s o lv e s  i t s e l f  i n t o  a C om m it te e  o f  th e  W hole  f o r  in fo rm a l d is c u s s io n s ;  a t  ADB, in fo r m a l c o f fe e  s e s s io n s  a re  r e g u la r ly  h e ld ;  a t  th e  W orl d  Bank an d A fD F , th e re  i s  no  p a r t i c u la r  fo rm a t f o r  in fo rm a l d ia lo g u e .  E x e c u t iv e  D ir e c to r s  do n o t have  th e  ra n g e  o f  e x p e r t is e  t o  exam in e  a l l  o f  th e  t e c h n ic a l a s p e c ts  o f  in d iv id u a l  p r o je c t s  p re s e n te d  f o r  a p p ro v a l b u t  us e such  p re s e n ta t io n s  as v e h ic le s  t o  r a is e  p o l ic y  q u e s t io n s  o r  is s u e s  w h ic h  man ag em en t th e n  ta k e s  u n d e r c o n s id e r a t io n .  T he re  i s  no  i n s t i t u t i o n a l i z e d  p ro c e s s  f o r  a s s u r in g  fo ll o w u p  on is s u e s  r a is e d ,  th o u g h  f r e q u e n t ly  p o l ic y  p a p e rs  a re  t h e r e a f t e r  p re s e n te d  th e  Board  o u t l i n i n g  m anagem ent's  p o s i t io n .

60



83

Two fo rm e r E x e c u t iv e  D ir e c to r s  o f  th e  W orld  Ba nk  have be en  p u b l i c l y  c r i t i c a l  o f  th e  e x te n t  and vo lu m e o f  paper w it h  w h ic h  th e  Board  i s  in u n d a te d .  O th e rs  in te rv ie w e d  d u r in g  th e  
c o u rs e  o f  t h i s  s tu d y  ec hoed  th e  same s e n t im e n t ,  o b s e rv in g  a ls o  t h a t  man ag em en t o f  th e  I F I s  do  n o t  enco ura g e  any s t r o n g e r  r o le  by th e  Board  and d is c o u ra g e  v i s i t a t i o n s  to  p r o je c t  s i t e s .  
The  Board  ha s no  in p u t  to  fo r m u la t io n  o f  th e  b u d g e ts , th o ug h  th e y  a re  p re s e n te d  to  them  f o r  a p p ro v a l.  The  Boa rd  does n o t have  a cce ss  to  th e  I F I ' s  5 -y e a r  le n d in g  p ro g ra m  by s e c to r  and c o u n tr y  and i t  i s  a r u l e  o f  th um b th a t  E x e c u ti v e  D ir e c to r s  do  n o t go in t o  i n t e r n a l  I F I  f i l e s  o r  s u p p o r t in g  d o c u m e n ta ti o n  f o r  r e p o r t s  p re s e n te d .  E x e c u t iv e  D ir e c to r s  co n te n d  t h a t  th e y  
have  n o t  be en  d e n ie d  docum ents  when ask ed f o r ,  y e t  d u r in g  in s ta n t  s tu d y  c e r t a in  m a te r ia ls  re q u e s te d  th ro u g h  th e  U .S . 
E x e c u t iv e  D i r e c to r s  w ere  d e n ie d .

R e p o rt s  s u b m it te d  to  th e  Board  a re  p re p a re d  so  as  to  be as in o f f e n s iv e  as  p o s s ib le  to  anyone and c a s t  a hope  o f  g re a t  a cco m p li s h m e n t in  any g iv e n  p r o je c t .  One h ig h  o f f i c i a l  o f  
on e o f  th e  IF Is  a d v is e d  t h a t  such  r e p o r t s  c o n ta in e d  to o  l i t t l e  o f  th e  h a rd ,  f a c t u a l  a n a ly s e s  a v a i la b le  to  manag em en t and 
t h a t  i f  th e  r e p o r t s  to  th e  Board  d id  r e f l e c t  more b a la n c e d  and f a c t u a l  m a t e r ia l ,  he  b e li e v e d  th e  U .S . C ongre ss  w ou ld  b e n e f i t  and m ig h t be  le s s  c r i t i c a l  o f  I F I  man ag em en t.

The c o s t  o f  fu n d in g  th e  fu n c t io n s  o f  E x e c u ti v e  D ir e c to r s ,  in c lu d in g  s a la r i e s ,  r e p r e s e n ta t io n  a ll o w a n c e s , and o f f i c e  
a d m in is t r a t io n ,  ra n g e s  fr o m  3 t o  8 p e rc e n t  o f  th e  a d m in is t r a t i v e  b u d g e ts  o f  th e  I F I s .  Su ch  c o s t ,  and p a r t i c u l a r l y  
s a la r y  le v e ls ,  a re  b e li e v e d  e x c e s s iv e  by some p re s e n t and  
fo rm e r U .S . E x e c u t iv e  D ir e c to r s  (e x c lu d in g  s a la r ie s  o f  U .S . r e p r e s e n ta t iv e s  w h ic h  a re  l im i t e d  by s t a t u t e ) .  One su g g es te d  t h a t  c o n s id e r a t io n  m ig h t be  g iv e n  to  h a v in g  re m u n e ra ti o n  o f  a l l  E x e c u t iv e  D ir e c to r s  and t h e i r  s t a f f s  fu nded  by  th e  mem ber  

g o ve rn m e n ts  re p re s e n te d  w h ic h  m ig h t a ls o  s tre n g th e n  th e  r o le  o f  th e  Board  in  i t s  r e l a t i o n  to  I F I  man ag em en t.
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I I I . OVERSIGHT PROCEDURES OF U .S . EXECUTIVE BRANCH

A . U .S . E x e c u t iv e  D i r e c t o r s

A t th e  W or ld  Ba nk  an d a t  ID B,  th e  U n it e d  S t a t e s  h a s an 
E x e c u t iv e  D i r e c t o r ,  A l t e r n a t e  E x e c u t iv e  D i r e c t o r ,  and a 
T e c h n ic a l  A s s i s t a n t ,  e a c h  w it h  s e c r e t a r i a l  a s s i s t a n c e .  A l l  
a r e  on th e  IF I  p a y r o l l s .  A t ADB , t h e r e  a re  tw o t e c h n i c a l  
a s s i s t a n t s  to  th e  U .S . E x e c u t iv e  D i r e c t o r  and h i s  A l t e r n a t e ,  
b o th  o f  whom a r e  on  U .S . E x e c u t iv e  B ra n ch  p a y r o l l s .  A t AfD F,  
t h e r e  i s  o n ly  an  A l t e r n a t e  E x e c u t iv e  D i r e c t o r ,  who i s  p a id  
b y  th e  U .S . E x e c u t iv e  B ra n c h .

The U .S . E x e c u t iv e  D i r e c t o r s ,  A l t e r n a t e  E x e c u t iv e  D i r e c t o r s ,  
an d t e c h n i c a l  a s s i s t a n t s  c l o s e l y  c o o r d in a t e  t h e i r  r e s p e c t i v e  
d u t i e s  an d in te r c h a n g e  w it h  e a c h  o t h e r  in  d is c h a r g in g  th em , 
a s  c ir c u m s t a n c e s  r e q u i r e .  T h e ir  d u t i e s  in c lu d e  a n a l y s i s  o f  
lo a n  p r o j e c t s  p ro p o s e d ; r e v ie w  an d a n a l y s i s  o f  p o l i c y  m a tt e r s  
b e in g  p r e s e n te d  t o  th e  B o a rd ; a t te n d a n c e  a t  m e e tin g s  o f  th e  
N a t io n a l  A d v is o r y  C o u n c i l ,  D evelo p m en t C o o r d in a t in g  C om m it te e , 
an d th e  I n t e r a g e n c y  G ro up on Human R ig h ts  an d F o r e ig n  A s s i s t a n c e ;  
a t te n d a n c e  a t  p o l i c y  m e e tin g s  a t  U .S . T r e a s u r y ;  p a r t i c i p a t i o n  
in  su b c o m m it te e s  and w o rk in g  g r o u p s  o f  th e  Boa rd  o f  E x e c u t iv e  
D i r e c t o r s ;  r e s p o n d in g  t o  C o n g r e s s io n a l i n q u i r i e s ;  an d l i a i s o n  
c o n t a c t s  w it h  p r o f e s s i o n a l  s t a f f  an d man ag em en t o f f i c i a l s  o f  
th e  I F I .  Of  c o u r s e ,  U .S . r e p r e s e n t a t i v e s  a t  ADB an d AfDF do  
n o t a t te n d  th e  W a sh in g to n  m e e tin g s  b u t th e y  p e rfo rm  mo re 
c o m p re h e n s iv e  and  d e t a i l e d  a n a ly s e s  o f  lo a n  p r o j e c t s  in as m uch  
a s  su ch  m a t e r i a l  m ust  be  fo rw a rd e d  i n i t i a l l y  b y  c a b le  to  U .S . 
T r e a s u r y  w it h  re co m m en d a ti o n s f o r  a c t i o n  th e r e o n . In -d e p th  
a n a l y s i s  o f  e a c h  lo a n  p r o p o s a l o f  th e  W or ld  Ba nk  an d IDB i s  
mad e b y U .S . T r e a s u r y  p e r s o n n e l ,  a s  w e l l  a s  by o t h e r  D ep art m e n ts  
t h a t  m ig h t be  a f f e c t e d .  The U n it e d  S t a t e s  h as c o n s id e r a b ly  
g r e a t e r  d a y - t o - d a y  r e v ie w  o f  m a t t e r s  co m in g b e f o r e  i t s  E x e c u t iv e  
D i r e c t o r s  th an  d o e s  an y o t h e r  member c o u n t r y  an d i t  was  th e  
I n v e s t i g a t i v e  S t a f f ' s  o b s e r v a t i o n  t h a t  s t a f f i n g  o f  th e  U .S . 
E x e c u t iv e  D i r e c t o r s ' o f f i c e s  a t  e a c h  o f  th e  I F I s  i s  a u s t e r e .

The o f f i c e  o f  U .S . E x e c u t iv e  D i r e c t o r  a t  e a c h  IF I  i s  th e  
p r im a r y  v e h i c l e  by w h ic h  in f lu e n c e  upon IF I  p o l i c i e s  may  be  
e x e r t e d .  When a U .S . p o s i t i o n  ca n  be  e x p r e s s e d  in  te rm s o f  
eco n o m ic  d e v e lo p m e n t c o n c e r n s ,  i t  r e c e i v e s  an a u d ie n c e ;  i f  n o t ,  
o u r  U .S . E x e c u t iv e  D i r e c t o r  i s  i s o l a t e d  and i n e f f e c t i v e .  As 
w i l l  be  p o in te d  o u t  in  g r e a t e r  d e t a i l  in  l a t e r  s e c t i o n s  o f  
th e  r e p o r t  d e a l i n g  w it h  human r i g h t s  an d co m m o d it ie s  i s s u e s ,  
o u r  E x e c u t iv e  D i r e c t o r s  have  fo u nd t h e i r  p o s i t i o n s  so  u n te n a b le  
in  a tte m p t in g  to  a d v a n ce  U .S . p o l i c y  t h a t  f r e q u e n t l y  th e y  w i l l  
a b s t a in  from  v o t in g  o r  r e g i s t e r  a n e g a t iv e  v o t e  w ith o u t  
a t te m p t in g  an y e x p la n a t io n  o f  th e  u n d e r ly in g  r e a s o n  t h e r e f o r .
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B. R o le  o f  U .S . T re a s u ry  an d A d v is o r y  C o u n c il s

The  A s s is ta n t  S e c re ta ry  f o r  I n t e r n a t io n a l  A f f a i r s  o f  
U .S . T re a s u ry  and h is  s t a f f  a re  r e s p o n s ib le  f o r  d a y - to - d a y  
o v e r s ig h t ,  l i a i s o n ,  and in s t r u c t io n  in  v o t in g  to  th e  U .S . 
E x e c u t iv e  D ir e c to r s  o f  th e  I F I s .  The  E x e c u t iv e  D ir e c to r s  o f  
th e  W orl d  Ba nk  an d ID B u s u a l ly  r e c e iv e  d o c u m e n ta ti o n  on  
p ro p o se d  lo a n  p r o je c t s  fr om  1 week  to  10 days p r i o r  to  th e  
Board  m e e ti n g  f o r  fo rm a l c o n s id e r a t io n  and  a p p ro v a l.  A t  th e  
same ti m e  t h a t  th e  E x e c u t iv e  D i r e c t o r 's  o f f i c e  is  re v ie w in g  
and a n a ly z in g  th e  d o cu m e n ts , c o p ie s  a re  fo rw a rd e d  t o  U .S . 
T re a s u ry  f o r  a n a ly s is  th e re  and by o th e r  d e p a r tm e n ts  o f  th e  
E x e c u ti v e  B ra nch when a p p r o p r ia te .  T re a s u ry  u t i l i z e s  a 
co m p re h e n s iv e  c h e c k l i s t  o f  a re a s  o f  i n t e r e s t  a g a in s t  w h ic h  
th e  lo a n  docum ents  a re  co m pare d and a n a ly z e d , in c lu d in g  m acro - 
econom ic  p o l i c ie s  o f  th e  c o u n t r y ,  t e c h n ic a l  p r o je c t  c o n s id e r 
a t io n s ,  c o n fo r m it y  to  I F I  p o l i c i e s ,  and s p e c ia l U .S . in t e r e s t s  
e . g . ,  hum an r i g h t s ,  e x p r o p r ia t io n ,  s e n s i t iv e  c o m m o d it ie s , e t c .  
The  lo a n  d o c u m e n ta ti o n  i s  q u i t e  e x te n s iv e  w it h  some 20 0 pa ge s 
n o rm a ll y  c o m p r is in g  th e  P r e s id e n t 's  r e p o r t  and accom panyin g  
a p p r a is a l o f  th e  p r o je c t .  T he re  i s  an ave ra g e  o f  se ven lo a n  
p r o je c t  p ro p o s a ls  p ro ce sse d  p e r  wee k fr o m  th e  W orld  Ba nk  and 
ID B . ADB and AfD F p r o je c t  p ro p o s a ls  ave ra g e  a b o u t on e and 
o n e - h a lf  p e r wee k and a r r i v e  in  th e  fo rm  o f  d e t a i le d  c a b le s  
s u m m a ri z in g  p e r t in e n t  p o in ts  and a d d in g  a n a ly t i c a l  r e s u l t s  
fr om  re v ie w s  made a t  th o s e  IF I s  by U .S . r e p r e s e n ta t iv e s .

T re a s u ry  p e rs o n n e l a ls o  a n a ly z e  and  r e p o r t  up on  I F I  p o l ic y  
c o n s id e ra t io n s  t o  be  p re s e n te d  to  th e  E x e c u t iv e  D i r e c t o r s ,  
in c lu d in g  le n d in g  r a t e s ,  a d m in is t r a t iv e  p o l i c i e s ,  econom ic  
p ro b le m  a re a s ,  c a p i t a l i z a t i o n ,  re p le n is h m e n t p ro p o s a ls ,  e t c .

In  c o n s id e r in g  a d m in is t r a t iv e  m a t te r s ,  such  as  th e  p re s e n 
t a t i o n  o f  th e  a n n u a l a d m in is t r a t iv e  b u d g e t by  each I F I ,  
T re a s u ry  p e rs o n n e l ha ve  no means by w h ic h  th e  adequacy o f  
p ro p o se d  s t a f f i n g  o r  e x p e n d it u re s  may be  m easure d , e x c e p t 
to  co m pare  each I F I  b u d g e t a g a in s t  p r i o r  y e a r ’ s b u d g e ts  and 
a g a in s t  t h a t  o f  o th e r  I F I s .

Th e a v a i la b le  ti m e  to  make in - d e p th  a n a ly s e s  o f  each  lo a n  
p r o je c t  p ro p o s a l i s  q u i t e  s h o r t  and T re a s u ry  p e rs o n n e l a re  
n e c e s s a r il y  s e le c t i v e  in  p in p o in t in g  is s u e s  c o n c e rn in g  w h ic h  
a d e fe n d a b le  p o in t  can be  made in  th e  Board  d is c u s s io n  o f  th e  
p r o je c t .  Tho ug h T re a s u ry  p e rs o n n e l ha ve  b u t  1 to  2 wee ks  to  
a n a ly z e  lo a n  d o c u m e n ta ti o n  w here as I F I  p e rs o n n e l ha ve  s p e n t 
1 to  2 y e a rs  p re p a r in g  th e  p r o je c t ,  econom ic  d e f ic ie n c ie s  
a re  o c c a s io n a l ly  s u r fa c e d  in  th e  T re a s u ry  a n a ly s is .  In  su ch  
c a s e s , th e  E x e c u t iv e  D ir e c t o r  i s  in s t r u c te d  to  r a is e  th e  is su e  
so  as  to  make I F I  man ag em en t aw are  o f  th e  d e f ic ie n c y  and 
a v o id  s im i la r  p ro b le m s  in  th e  f u t u r e — th e  E x e c u t iv e  D i r e c to r  
i s  n o t  n e c e s s a r i ly  in s t r u c t e d  to  a b s ta in  o r  v o te  a g a in s t  th e  
p r o je c t  in  su ch  in s ta n c e s .  Beca use  o f  th e  s h o r t  ti m e  in v o lv e d
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in  T r e a s u r y  r e v ie w  o f  d o c u m e n ta tio n , o f t e n  th e  i n s t r u c t i o n s  
t o  th e  E x e c u t iv e  D i r e c t o r s  a r e  to o  l a t e  to  p e rm it  the m to  be  
e f f e c t i v e  in  in fo r m a l c o n t a c t  o f  t h e i r  c o u n t e r p a r t s  p r i o r  to  
th e  c o n s i d e r a t i o n  o f  th e  i s s u e .  N ea r th e  c l o s e  o f  th e  IF I 
f i s c a l  y e a r ,  i t  i s  n o t u n u su a l f o r  T r e a s u r y  p e r s o n n e l to  
r e c e i v e  d o u b le  o r  t r i p l e  th e  n orm al  vo lu m e o f  lo a n  p r o p o s a ls  
f o r  r e v ie w  an d a n a l y s i s  in  a fe w  d a y s ' t im e .

T r e a s u r y  su b m it s  th e  r e s u l t s  o f  i t s  a n a ly s e s  o f  p r o j e c t  
lo a n  p r o p o s a ls  and  o t h e r  p o l i c y  q u e s t i o n s ,  t o g e t h e r  w it h  
re c o m m e n d a ti o n s, t o  m e e t in g s  o f  th e  N a t io n a l A d v is o r y  C o u n c il  
(NAC ) a n d /o r th e  D evelo p m en t C o o r d in a t in g  C om m it te e (DCC) 
fr om  w h ic h  f lo w  th e  i n s t r u c t i o n  to  th e  E x e c u t iv e  D ir e c t o r  
on  how t o  c a s t  h i s  v o t e .  On human r i g h t s  q u e s t i o n s ,  re co m 
m e n d a ti o n s  a r e  s u p p l ie d  by  th e  I n t e r a g e n c y  Gro up on Human 
R ig h t s  an d F o r e ig n  A s s i s t a n c e ,  u s u a l l y  r e f e r r e d  t o  a s  th e  
" C h r is t o p h e r  G ro u p ,"  w h ic h  w i l l  be  d is c u s s e d  in  d e t a i l  in  
a l a t e r  s e c t i o n  o f  th e  r e p o r t  d e a l in g  w it h  th e  t o p i c  o f  human 
r i g h t s .

NAC , o r i g i n a l l y  c r e a t e d  by  th e  B r e tto n  Woods  A gre em en ts  
A c t in  19 4 5 , i s  an  a d v i s o r y  bo dy  w h ic h  r e v ie w s  p ro p o sed  
t r a n s a c t i o n s  an d p ro gra m s t o  c o o r d in a t e  U .S . p o l i c i e s  and  
to  a s s u r e  t h a t  th e  I F I s  a r e  c o n d u cte d  in  a man ne r c o n so n a n t 
w it h  U .S . p o l i c i e s  an d o b j e c t i v e s .  Member a g e n c ie s  o f  NAC 
a r e  T r e a s u r y , S t a t e ,  Com m er ce , F e d e r a l R e se rv e  B o a rd , and 
E x p o r t- Im p o r t  B an k. US AI D,  th ou gh  n o t a mem be r, h a s  p a r t i 
c i p a t e d  in  th e  lo a n  r e v ie w  p r o c e s s .  O th e r d e p a r tm e n ts , 
su c h  a s  A g r i c u l t u r e  and  D e fe n s e , p a r t i c i p a t e  a s  p r o j e c t s  o r  
i s s u e s  a r i s e  i n v o lv i n g  t h e i r  i n t e r e s t s .  W it h  th e  e s t a b l i s h 
m en t o f  DCC in  1 9 7 8 , NA C’ s r e s p o n s i b i l i t i e s  h a v e  been  a l t e r e d .

The fr am ew ork  o f  a DCC wa s d e s c r i b e d  in  th e  I n t e r n a t i o n a l  
D evelo p m en t C o o p e r a t io n  A c t  o f  19 78 (H .R . 10 6 9 1)  under  
c o n s i d e r a t i o n  in  th e  l a s t  C o n g r e s s  b u t w h ic h  d id  n o t p a s s .  
P u r s u a n t  to  a May 1 7 ,  1 9 7 8 , W hit e  Hou se  d i r e c t i v e ,  DCC was  
c r e a t e d  and  be ca m e e f f e c t i v e  in  J u ly  19 7 8 . I t  as su m ed  
r e s p o n s i b i l i t y  f o r  r e v ie w  o f  a l l  i n d i v i d u a l  lo a n  p r o p o s a ls  o f  
th e  I F I s  a s  w e l l  a s  o f  q u e s t io n s  on  eco n o m ic  an d le n d in g  
i s s u e s .  NAC h a s  r e t a i n e d  c o n s i d e r a t i o n  o f  new c a p i t a l i z a t i o n s  
and r e p le n is h m e n t s ,  I F I  b o r r o w in g s , an n u al b u d g e t s ,  and b ro a d  
p o l i c y  q u e s t i o n s  su ch  a s  p ro p o sed  c h a n g e s  in  I F I  c h a r t e r s .

Th e r e g u l a r  mem be rs  o f  DCC a re  T r e a s u r y ,  S t a t e ,  USAID , 
Com m er ce , L a b o r , A g r i c u l t u r e ,  O f f i c e  o f  M an ag em en t an d B u d g e t , 
O v e r s e a s  P r i v a t e  In v e s tm e n t C o r p o r a t io n ,  N a t io n a l S e c u r i t y  
C o u n c i l ,  O f f i c e  o f  S p e c i a l  T ra d e  R e p r e s e n t a t iv e  and  ACTION.
DCC i s  c h a ir e d  b y th e  USA ID A d m in is tr a to r  who i s  r e s p o n s ib le  
f o r  an n u al p r e p a r a t io n  o f  an  a id  p o l i c y  s t a te m e n t  sh ow in g how 
th e  d i f f e r e n t  ty p e s  o f  a id  t o  be  s o u g h t from  th e  C o n g re ss  
w i l l  r e l a t e  t o  e a c h  o t h e r  and  w i l l  be  u s e d . He a l s o  i s  t o  
p r e s e n t  to  th e  C o n g r e s s  a c o m p re h e n s iv e  o v e r v ie w  o f  th e  e n t i r e

64



87

U .S . d e v e lo p m e n t a s s is ta n c e  e f f o r t ,  in c lu d in g  b i l a t e r a l  and m u l t i l a t e r a l  a id .

A su b co m m it te e  o f  DCC, c h a ir e d  by T re a s u ry ,  d e a ls  w it h  m u l t i l a t e r a l  a id  m a t te r s ,  in c lu d in g  th e  I F I  lo a n  p ro p o s a ls ,  p r o v id in g  a d v ic e  to  th e  S e c re ta r y  o f  th e  T re a s u ry  f o r  in s t r u c t io n  on  v o t in g  to  th e  E x e c u t iv e  D ir e c to r s .

From  a p r a c t i c a l  s ta n d p o in t ,  th e  ch ange is  n o t  s u b s ta n t iv e .  The w o rk in g  g ro u p  u n d e r th e  DCC su b co m m it te e  fu n c t io n s  s im i l a r l y  t o  th e  fo rm e r  w o rk in g  g ro u p  u n d e r NAC f o r  re v ie w  and a n a ly s is  o f  lo a n  d o c u m e n ta t io n .  T he re  has be en no  ch ange in  th e  s iz e  o f  T re a s u ry 's  s t a f f  h a n d li n g  th e s e  re v ie w s .

To d a te ,  th e re  i s  l i t t l e  e v id e n c e  t h a t  c r e a t io n  o f  th e  DCC has ad de d any c o h e s iv e n e s s  o r  w o r ld w id e  s t r a te g y  D la n n in g  to  th e  U .S . a p p ro a c h  t o  b i l a t e r a l  an d m u l t i l a t e r a l  a s s is ta n c e .  The b u r e a u c r a t ic  a l t e r a t io n s  in v o lv e d  in  th e  e s ta b li s h m e n t  o f•  th e  DCC a p p ea r to  be  more c o s m e ti c  th a n  d yn a m ic . Some o f f i c i a l s  p a r t i c i p a t i n g  in  DCC v ie w  i t  as  u n w ie ld y  and la c k in g  any c e n t r a l  s u p e rv is o r y  a u t h o r i t y  by  w h ic h  u n i f ie d  app ro a ch e s  c o n s is t e n t  w i t h  c o u n tr y  s t r a t e g y  p la n n in g  ca n be  made e f f e c t i v e .
On some 8 0 0 -o dd  p r o je c t s  p ro posed  by  th e  IF Is  in  th e  l a s t  2 c a le n d a r  y e a rs ,  U .S . E x e c u t iv e  D ir e c to r s  have  be en  in s t r u c te d  to  a b s ta in  o r  to  v o te  n e g a t iv e ly  in  60 in s ta n c e s .  O f th e s e ,  50 w ere  on human r i g h t s  g ro u n d s , 1 beca use o f  e x p r o p r ia t io n ,  2 because  o f  in v o lv e m e n t o f  c o m m o d it ie s  f o r  e x p o r t  i n ju r io u s  to  U .S . p ro d u c e rs ,  and 7 on  econom ic  g ro u n d s . In s ta n c e s  in v o lv in g  hum an r i g h t s  and c o m m o d it ie s  a re  d e a l t  w it h  in  l a t e r  s e c t io n s  o f  th e  r e p o r t .  As has be en  n o te d ,  a b s te n t io n  fr om  v o t in g  o r  a n e g a t iv e  v o te  by  a U .S . E x e c u t iv e  D i r e c to r  o r  any o th e r  E x e c u t iv e  D i r e c t o r ( s )  has n e v e r r e s u l te d  in  d is a p p ro v a l o f  a p r o je c t  p re s e n te d  by man ag em en t t o  th e  B o a rd . One o f f i c i a l  o f  DCC o b s e rv e d  t h a t  th e  p r o je c t  a p p ro v a l p ro c e s s  has be en  d e s ig n e d  by th e  I F I s  to  a s s u re  a p p ro v a l o f  lo a n s  because  when a p ro p o se d  p r o je c t  i s  f i r s t  se en in  any d e t a i l  by th e  Board  o f  E x e c u t iv e  D i r e c t o r s ,  th e  I F I  and th e  c o u n tr y  b o th  a re  f i r m l y  co m m it te d  to  i t  and th o u sa n d s  o f  d o l l a r s  have  be en  s p e n t in  i t s  p r e p a r a t io n .

W h il e  th e  I n v e s t ig a t i v e  S t a f f ' s  s tu d y  was in  p ro g re s s  d u r in g  1978, s e v e ra l f i e l d  t r i p s  to  p r o je c t  s i t e s  were  ta k e n  and o th e r s  p la n n e d  by  U .S . T re a s u ry  D e p a rt m e n t p e rs o n n e l,  E x e c u t iv e  D ir e c t o r s ,  and A l t e r n a te s — each t o  d i f f e r e n t  c o u n t r ie s .  I t  i s  a t re n d  n o t  so  e v id e n t  in  p r i o r  y e a rs  and on e t h a t  s h o u ld  be  c o n t in u e d .  Su ch  t r i p s  n o t o n ly  p ro v id e< g r e a te r  know le dge  to  re s p o n s ib le  U .S . p e rs o n n e l b u t a ls o  showo th e r  mem bers t h a t  th e  U n it e d  S ta te s  i s  in te r e s te d  in  th e  s p e c i f i c s  o f  d e v e lo p m e n t and a c c o u n t a b i l i t y  as  w e ll  as  p r o v id in g  an in fo r m a l a tm osphe re  in  w h ic h  U n it e d  S ta te s  p o l i c y  c o n c e rn s  ca n be e x p la in e d  to  o th e r  n a t io n a ls .
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D u rin g  th e  c o u r s e  o f  i t s  s t u d y ,  i t  be ca m e a p p a r e n t  t o  th e  I n v e s t i g a t i v e  S t a f f  t h a t  h e r e t o f o r e  th e  b u r e a u c r a t i c  s y s te m s  an d p r o c e d u r e s  o f  U .S . T r e a s u r y ,  NAC/DCC, an d o t h e r  d e p a r tm e n ts  have p ro d u c e d  a m e th o d o lo g y  o f  r e a c t i n g  t o  p ro b le m s , i s s u e s ,  q u e s t i o n s ,  an d lo a n  p r o j e c t s  a r i s i n g  from  th e  I F I s ,  r a t h e r  th a n  one o f  l e a d in g  U .S . E x e c u ti v e  D i r e c t o r s  in  th e  p la n n e d  p u r s u i t  o f  w id e - ra n g in g  U n it e d  S t a t e s  i n t e r e s t s ,  g o a l s ,  an d o b j e c t i v e s .
In  t h e  NAC a n n u a l r e p o r t  f o r  1977 , th e  C o n g re ss  wa s in fo rm e d  t h a t  t h e r e  wa s b e in g  u n d e r ta k e n  an  i n - d e p th  re v ie w  o f  th e  e f f e c t i v e n e s s  o f  I F I s  in  a c h ie v in g  t h e i r  own o b j e c t i v e s  an d th e  o b j e c t i v e s  o f  th e  U n i te d  s t a t e s  an d .h o w  U .S . o b j e c t i v e s  c an  b e s t  be p u rsu e d  in  th e  I F I s .  F u r t h e r ,  in  te s ti m o n y  b e f o re  th e  C o m m it te e  in  19 7 7 , th e  A s s i s t a n t  S e c r e t a r y  o f  T r e a s u r y  f u r t h e r  e l a b o r a t e d  up on  th e  p la n n e d  s tu d y ,  s t a t i n g  t h a t  " th e  c o m p re h e n s iv e  r e v ie w  h a s  h ig h  p r i o r i t y .  I t  w i l l  b e g in  s h o r t l y  an d s h o u ld  be  c o m p le te d  w i t h in  6 m o n th s . L end in g  p o l i c i e s  w i l l  be s c r u t i n i z e d  t o  d e te r m in e  how e f f e c t i v e l y  th e  i n s t i t u t i o n s  p ro m o te  th e  many f a c e t s  o f  econom ic  d e v e lo p m e n t an d w h ere  im p ro v em en t sh o u ld  be  m ad e . P r a c t i c e s  w i th  r e s p e c t  to  lo a n  e v a l u a t i o n ,  s u p e r v i s i o n ,  p r o c u re m e n t , d i s b u r s e m e n t  o f  fu n d s , and  p o s t a u d i t  w i l l  be  a s s e s s e d  on  th e  b a s i s  o f  w hat c o n t r o l  an d i n f lu e n c e  th e  b ank  c an  b r in g  t o  b e a r  f o r  th e  s u c c e s s f u l  c o m p le ti o n  o f  a p r o j e c t .  The o v e r a l l  f i n a n c i a l  p e r fo rm a n c e  o f  th e  b a n k s  w i l l  be  m easu re d  a g a i n s t  r e l e v a n t  f i n a n c i a l  c r i t e r i a .  A d m i n i s t r a t iv e  p r a c t i c e s  w i l l  be v ie w ed  in  te rm s  o f  e f f i c i e n c y  an d m in im iz a t io n  o f  c o s t s . "  Upon r e q u e s t i n g  r e s u l t s  o f  th e  c i t e d  s tu d y ,  th e  I n v e s t i g a t i v e  S t a f f  was  in fo rm e d  t h a t  a s id e  fr om  th e  s tu d y  o f  s a l a r i e s  b e in g  p u rs u e d  by  th e  W or ld  Ban k an d IMF ( r e p o r t e d  u n d e r  a l a t e r  s e c t i o n  o f  t h i s  r e p o r t ) , t h e  o n ly  a t t e n t i o n  t o  su c h  q u e s t i o n s  a s  r a i s e d  above  was  i n  th e  fo rm  o f  p u l l i n g  t o g e t h e r  a g ro u p  o f  " i s s u e  p a p e r s "  p r e p a r e d  by  v a r io u s  s t a f f  p e r s o n n e l  o f  OASIA w h ic h  a d d r e s s  som e o f  th e  m a t t e r s  t h a t  h av e  b e e n  o f  c o n c e rn  to  th e  C o n g re ss  an d o t h e r  c u r r e n t  i s s u e s  o f  s i g n i f i c a n c e .  T h ese  i s s u e  p a p e r s  w ere  a s se m b le d  in  a F e b ru a ry  19 78  d o cu m en t e n t i t l e d  " S h a p in g  U .S . P a r t i c i p a t i o n  in  th e  I n t e r n a t i o n a l  F in a n c i a l  I n s t i t u t i o n s "  an d d e l i v e r e d  t o  th e  C o n g re s s . A re v ie w  o f  th em  d i s c l o s e s  t h a t  th e y  a r e  n o t  th e  r e s u l t  o f  any  in - d e p th  s tu d y  b u t  t h a t ,  e x c e p t  f o r  u p d a ti n g  o f  s t a t i s t i c s  c i t e d  t h e r e i n ,  c o u ld  h av e  b een  w r i t t e n  a t  th e  ti m e  o f  th e  a f o re m e n t io n e d  t e s t im o n y .  Th e c o l l e c t i o n  o f  i s s u e  p a p e r s  p r o v id e s  g e n e r a l  b a ck g ro u n d  on  a nu m be r o f  s e l e c t e d  i s s u e s ,  i s  s i l e n t  on  s e v e r a l  o f  th e  t o p i c s  c i t e d  a s  t a r g e t s  o f  a s t u d y ,  an d d o e s  n o t  f o r m u la te  a U .S . p o l i c y  a p p ro a c h  b a se d  on  s tu d y  f i n d i n g s  an d c o n c lu s io n s  o f  IF I  e f f e c t i v e n e s s ,  l e n d in g  p o l i c i e s  an d p r a c t i c e s ,  i n t e r n a la d m i n i s t r a t i o n ,  an d o v e r a l l  f i n a n c i a l  p e r fo rm a n c e . +
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C. C o n g r e s s io n a l  A c c e ss  t o  Ban k D ocum en ts

Due t o  C o n g r e s s io n a l  i n t e r e s t  an d c o n c e rn  w i th  r e s p e c t  
t o  IF I  a c t i v i t i e s ,  th e  T r e a s u r y  D e p a r tm e n t,  in  J u n e  1 9 7 8 , 
d u r in g  th e  c o u r s e  o f  i n s t a n t  s t u d y ,  i n i t i a t e d  new  p r o c e d u r e s  
t o  i n c r e a s e  t h e  fl o w  o f  d o c u m e n ts  t o  th e  a p p r o p r i a t e  
C o n g r e s s io n a l  c o m m itt e e s . Th e d o c u m e n ts  c o v e re d  by  t h e  new  
s y s te m  a r e  a s  f o l lo w s :

(1 )  E v a lu a t i o n  R e p o r ts

T h ese  r e p o r t s  a r e  t r a n s m i t t e d  by  c o v e r  l e t t e r  
to  t h e  P r e s i d e n t  o f  th e  S e n a te  an d th e  S p e a k e r  

at o f  th e  H o u se . F o r th e  W or ld  B ank, th e y  r e p r e s e n t
e v a l u a t i o n s  ( p r i m a r i l y  o f  c o m p le te d  p r o j e c t s )  
p e r fo rm e d  by  bank  s t a f f .  F o r ADB, th e y  a r e  
e v a l u a t i o n s  o f  c o m p le te d  p r o j e c t s  p e rfo rm e d  by  
b a n k  s t a f f  o r  o u t s i d e  c o n s u l t a n t s .  F o r IDB ,

» th e y  c o n s i s t  o f  r e v ie w  an d e v a l u a t i o n  s t u d i e s
( m o s t ly  o f  b ank  s y s te m s  an d o p e r a t i o n s ,  n o t  
i n d i v i d u a l  p r o j e c t s )  d o n e  by  th e  B o a r d 's  Gro up  
o f  C o n t r o l l e r s .  No su c h  r e p o r t s  on  AfDF a r e  
fo rw a rd e d  b e c a u s e  th e  e v a l u a t i o n  p ro g ra m  h a s  n o t  
y e t  b e e n  a c t i v a t e d  t h e r e .

(2 ) L i s t s  o f  E v a lu a t i o n  R e p o r ts

L i s t s  o f  th e  e v a l u a t i o n  r e p o r t s  i s s u e d  by  th e  
b a n k s  an d d e s c r i b e d  ab o v e  a r e  s e n t  to  th e  F o re ig n  
O p e r a t i o n s  S u b c o m m it te e s  o f  th e  Ho use an d S e n a te ,  
a s  w e l l  a s  to  th e  Hou se  S u b co m m it te e  on I n t e r 
n a t i o n a l  D ev elo p m en t I n s t i t u t i o n s  an d F in a n c e  so  
t h a t ,  i f  r e q u i r e d ,  th e y  may  be  r e q u e s t e d  by t i t l e .

(3 ) S t a t u s  o f  N e g o t i a t i o n s  L e t t e r s

T h ese  l e t t e r s  (W orld B an k, ID B,  an d ADB) a n n o u n ce  
t h a t  n e g o t i a t i o n s  b e tw ee n  th e  b ank  an d th e  c o u n t r y  
b o r ro w e r  a r e  s u b s t a n t i a l l y  c o m p le te  an d t h a t  th e  
p r o j e c t  d o c u m e n ts  w i l l  be  s u b m i t te d  t o  th e  E xec u
t i v e  D i r e c t o r s .  C o p ie s  o f  t h e s e  l e t t e r s  a r e  s e n t  
t o  th e  F o r e ig n  O p e r a t io n s  S u b c o m m it te e  an d to  th e  
Hou se  an d  S e n a te  C o m m it te e s  on  A p p r o p r i a t i o n s .

(4 ) T r e a s u r y  B r i e f s  on  P ro p o s e d  L o an s

T h ese  T r e a s u r y  su m m ari e s  p r o v id e  a b r i e f  d e s c r i p 
t i o n  o f  p ro p o se d  IF I  p r o j e c t s ,  t h e i r  p u r p o s e ,

< e x p e c te d  b e n e f i t s ,  an d l e n d in g  te rm s . The y a r e
s e n t  t o  th e  S e n a te  F o re ig n  O p e r a t io n s  S u b c o m m it te e .
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(5 ) O th e r  D ocu m en ts

In  a d d i t i o n  to  th e  f o r e g o in g ,  th e  T r e a s u r y  fo rw a rd s  th e  f o l lo w in g  bank  d o c u m e n ts :
. IBR D/IDA M o n th ly  O p e r a t i o n a l  Sum mary
. IBRD S ta te m e n t  o f  Loa ns

. IDA S ta te m e n t  o f  D evelo pm en t C r e d i t s

. IDB S ta te m e n t  o f  A ppro ved  L oan s

. IDB M o nth ly  R e p o r t o f  Lo an  A p p l i c a t io n s  an d T e c h n ic a l  C o o p e ra ti o n  R e q u e s ts

. ADB Lo an  an d T e c h n ic a l  A s s i s t a n c e  A p p ro v a ls

. ADB M onth ly  O p e r a t io n a l  I n f o r m a t io n

. AfDF S ta te m e n t  o f  A ppro ved  L oan s

. AfDF " P ip e l in e "  in f o r m a t io n

The p r e s e n t  d i s t r i b u t i o n  o f  th e s e  " o t h e r  docum en ts " i s  to  th e  f o l lo w in g  g ro u p s :

. S e n a te  S u b co m m it te e  on  F o re ig n  A s s i s t a n c e

. S e n a te  S u b co m m it te e  on F o re ig n  O p e r a t io n s

. Ho us e S u b co m m it te e  on  F o re ig n  O p e r a t io n s

. Ho use S u b co m m it te e  on  I n t e r n a t i o n a l  D evel opm en t I n s t i t u t i o n s  an d F in a n c e

. C ongre ss m an  L o n g 's  O f f i c e

. Ho us e C om m it te e  on I n t e r n a t i o n a l  R e la t io n s

. S e n a te  C om m it te e  on  G o v e rn m en ta l A f f a i r s

. S e n a te  B u dget C om m it te e

. Ho us e B u dget C om m it te e
Th e e a r l i e r  sy s te m  s u p p l i e d  c o n s id e r a b ly  l e s s  d a t a .  Comm ent s w er e r e c e iv e d  fr om  tw o k n o w le d g ea b le  s o u r c e s  t h a t  i n d i c a t e d  th e  e a r l i e r  sy s te m  was  n o t  f u l l y  r e s p o n s iv e  to  th e  C o n g re s s , p r i m a r i l y  due t o  b u r e a u c r a t i c  d e f i c i e n c i e s  w i th in  OAS IA, r a t h e r  th a n  an y d e f i c i e n c y  in  th e  fl o w  o f  d o cum en ts  from  th e  I F I s  t o  T r e a s u r y .  I t  i s  to o  e a r l y  t o  e v a lu a t e  p e rfo rm a n c e  u n d e r th e  new s y s te m .
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IV . ACC OUNTABILITY OF THE INTE R
NATIO NAL FINAN CIAL  IN ST ITUTIONS

A. G e n e ra l P e rs p e c t iv e s

Ea ch  o f  th e  I F I s  i s  a s e p a ra te  and  d i s t i n c t  in t e r n a t io n a l  
m u l t i l a t e r a l  e n t i t y  an d has i t s  own a p p ro a ch e s  t o  m a t te r s  o f  
a c c o u n t a b i l i t y ,  d e s c r ib e d  u n d e r l a t e r  s u b s e c t io n s  o f  t h i s  
s e c t io n  o f  th e  r e p o r t .  H ow ever,  on  th e  b ro a d e r  s id e ,  th e re  
a re  s i m i l a r i t i e s  in  a p p ro a ch  an d u n d e r ly in g  p re m is e s  re v ie w e d  
f i r s t  to  p ro v id e  a g e n e ra l p e r s p e c t iv e  on  how th e  I F I s  o p e ra te  
in  re s p o n s e  to  t h e i r  u n d e rs ta n d in g s  o f  b ro a d -s c a le  a c c o u n ta -

4  b i l i t y  and to  a v o id  r e p e t i t i o n  in  th e  l a t e r  d is c u s s io n  o f
each i n s t i t u t i o n .

As p r e v io u s ly  n o te d ,  each I F I  i s  g o ve rn e d  by an  u n d e r ly in g  
c h a r t e r ,  o r  a r t i c l e s  o f  a g re e m e n t,  t h a t  has be en s u b s c r ib e d

» to  by th e  member g o v e rn m e n ts . W it h  r e s p e c t  t o  o v e r a l l  p u b l ic
a c c o u n t a b i l i t y ,  th e s e  c h a r t e r s  a re  s im i la r  in  t h a t  a l l  pow ers  
a re  v e s te d  in  a Board  o f  G o v e rn o rs . The in d iv id u a l  g o v e rn o rs  
a re  a p p o in te d  by t h e i r  r e s p e c t iv e  g o v e rn m e n ts . U s u a ll y  th e  
M in is t e r  o f  F in a n c e , o r  a c o m p a ra b ly  h ig h  g o v e rn m e n t o f f i c i a l ,  
i s  d e s ig n a te d  g o v e rn o r .  T hu s , each  o f  th e  I F I s  i s  b ro a d ly  
a c c o u n ta b le  t o  i t s  member g o v e rn m e n ts  c o l l e c t i v e l y  in  a cco rd a n ce  
w i t h  th e  p r o v is io n s  o f  th e  b a s ic  c h a r t e r .

The g e n e ra l p r a c t ic e  in  each o f  th e  i n s t i t u t i o n s  has be en  
f o r  th e  Board  o f  G o v e rn o rs  t o  d e le g a te  much o f  i t s  a u t h o r i t y  
t o  th e  B oard  o f  E x e c u t iv e  D i r e c t o r s .  In  some c a s e s , E x e c u t iv e  
D ir e c to r s  a re  a p p o in te d  by in d iv id u a l  member g o v e rn m e n ts ; in  
o th e r s ,  th e y  a re  e le c te d  by th e  g o v e rn o rs  o f  a g ro u p  o f  mem ber  
c o u n t r ie s .  By  c h a r t e r ,  th e  Board  o f  E x e c u t iv e  D i r e c to r s  i s  
h e ld  to  be  th e  p r i n c i p a l  d e c is io n m a k in g  body in  re s id e n c e  a t  
each o f  th e  I F I  h e a d q u a r te rs .  Th e c h a r te r s  a ls o  p ro v id e  f o r  
a P r e s id e n t  who, as  c h ie f  o p e ra t in g  o f f i c e r ,  c o n d u c ts  th e  
o r d in a r y  b u s in e s s  o f  th e  i n s t i t u t i o n  under th e  d i r e c t i o n  o f  
th e  B oard  o f  E x e c u t iv e  D i r e c t o r s .

The  Board  o f  E x e c u t iv e  D i r e c to r s  and th e  P re s id e n t  o f  
each  i n s t i t u t i o n  j o i n t l y  s u b m it  an a n n u a l r e p o r t  to  th e  Board  
o f  G o v e rn o rs  as e v id e n c e  o f  t h e i r  a c c o u n t a b i l i t y  f o r  o p e ra t io n s  
f o r  th e  y e a r .  The a n n u a l r e p o r t  o f  each i n s t i t u t i o n  i s  a 
p u b l i c  docum ent and is  g iv e n  w id e  d i s t r i b u t i o n .  Q u a r te r ly  
s ta te m e n ts  o f  f in a n c ia l  c o n d i t io n  and o f  p r o f i t  an d lo s s  a re  
a ls o  d i s t r i b u t e d .

The a n n u a l r e p o r t s  a re  q u i t e  c o m p re h e n s iv e  on th e  s u b je c t  
*  m a t te r s  c o v e re d . The y p ro v id e  e x te n s iv e  d a ta  on (1 )  th e

c u r r e n t  y e a r 's  a c t i v i t i e s ,  b o th  lo a n  and g e n e ra l m a t te r s ,
(2 ) b o r ro w in g s  and f in a n c e ,  (3 ) s ta te m e n ts  o f  f i n a n c ia l  
p o s i t i o n ,  and (4 )  v a r io u s  s t a t i s t i c a l  a n n e xe s . Th e f i n a n c ia l
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s ta te m e n ts  in  ea ch  i n s t i t u t i o n 's  r e p o r t  in c lu d e  a c e r t i f i c a t io n  by  an in dep en dent p u b li c  a cco u n ti n g  fi rm  o f  in te rn a t i o n a l  r e p u ta t io n  th a t  th e y  t e s te d  th e a cco u n ti n g  re c o rd s  andt h a t ,  in  t h e ir  o p in io n , th e f i n a n c i a l  s ta te m e n ts  p re se n t  f a i r l yth e  f i n a n c i a l  p o s it io n  and th e r e s u l t s  o f  th e i n s t i t u t i o n 'so p e r a t io n s  fo r  th e  y e a r .

The Board  o f  G ove rn ors  o f  ea ch  i n s t i t u t i o n  g e n e r a l ly  m ee ts  on ce  a y ea r to  han dle  su ch  b u s in e s s  a s  n ee ds to  come b e fo r e  th e G o ve rn o rs . A tt en d a n ce  a t  th e an nua l m ee ti ng i s  by i n v i t a t i o n .  A tt e n d e es  in c lu d e  member co u n tr y  d e le g a t io n s , deve lo p m ent s p e c i a l i s t s  and o r g a n iz a t io n s , mem bers o f  th e p r iv a t e  ba nkin g co m m un ity , and s e le c t e d  members o f  th e i n s t i t u t i o n .  The re  a re  ope n and c lo s e d  s e s s io n s . The  an nu al  m e eti n g s  are  w e ll  p u b l i c i z e d ,  in fo rm a ti o n  i s  made a v a i la b le  a t  th e m e e ti n g s , and th e re  i s  re a so n a b le  p re s s  c o v e r a g e . A "re p le n is h m e n t o f  c a p i t a l "  n e g o t ia t io n  u s u a lly  r e q u ir e s  a s p e c i a l  m ee ti ng o f  th e Bo ar d o f  G o vern o rs .

The Board  o f  E x e c u ti v e  D ir e c to r s  fu n c t io n s  in  co n ti n u o u s s e s s io n  a t  th e p r in c ip a l  o f f i c e  o f  eac h i n s t i t u t i o n  and m ee ts  a s  o fte n  as th e  b u s in e s s  o f  th e i n s t i t u t i o n  may r e q u ir e .A tt en d a n ce  a t  bo ar d m e eti n g s  i s  g e n e r a l ly  l im it e d  to  E x e cu ti v e  D ir e c t o r s , t h e i r  a l t e r n a t e s ,  th e  P r e s id e n t  as Cha irm an , and to  management s t a f f  co n ce rn ed  w it h  th e s u b je c t  m a tt e rs  bein g  d is c u s s e d . The m in ute s o f  su ch  m eeti n gs r e c e iv e  li m it e d  d i s t r i b u t i o n  w it h in  th e i n s t i t u t i o n  and are  n ot fo r  e x t e r n a l  d i s t r i b u t i o n .

The docu m en ta ti on  and re c o rd s  w hi ch  e v id e n c e  th e d a y -to -d a y  p o l i c y  and o p e r a t in g  a c t io n s  and d e c is io n s  o f  th e  managem ent s t a f f  a re  co n sid e re d  to  be  in -h o u se  m a t e r ia l . Many IF I do cu m en ts  are  sta mpe d to  show t h a t  th ey  a re  o n ly  fo r  in te r n a l us e in  th e d is c h a r g e  o f  th e  b u s in e s s  o f  th e i n s t i t u t i o n .The re  are  o th e r  docu m en ts , su ch  as p r e s s  r e l e a s e s ,  s e c to r  p a p e r s , sta n d a rd  ag re em en t fo rm a ts , s e le c t e d  r e p o r t s , p r o fe s s io n a l  mon ographs on deve lo p m ent t o p i c s ,  e t c . ,  t h a t  a re  a v a i l a b l e  fo r  e x t e r n a l  in fo r m a tio n a l p u rp o ses.

In sum mar y, in  r e s p e c t  to  th e  b ro ad er a s p e c t s  o f  p u b li c  a c c o u n t a b i l i t y ,  th e  IF Is  te nd  to  o p e ra te  more l i k e  p r iv a t e  c o r p o r a t io n s  th an  i n s t i t u t i o n s  o p e r a tin g  in  th e p u b lic  or  se m ip u b li c  s e c t o r .  A c c o u n ta b i l i t y  to  th e member c o u n tr ie s  (t h e  s to c k h o ld e r s  o f  th e  IF Is )  i s  c o n sid e re d  more s i g n i f i c a n t  th an  p u b li c  a c c o u n t a b i l i t y .  Thus,  th e g r e a t  b u lk  o f  in fo r m a ti o n , r e c o r d s , and docu m en ta ti on  i s  r a th e r  c l o s e l y  hel d  w it h in  ea ch  IF I and  not  n o rm a ll y  d is c lo s e d  e x t e r n a l l y .  Thean nual  r e p o r t s , p re s s  r e l e a s e s ,  s p e e c h e s , and s e le c t e d  r e p o r ts  >and t e c h n ic a l  d a ta  a re  th e main s o u rc e s  o f  p u b li c  in fo rm ato n .
The IF Is  us e th e te rm s " a u d it "  and " e v a lu a t io n "  in t e r ch a n g e a b ly  and c o n fu sio n  ca n r e s u l t  in  th a t  r e fe r e n c e  to  th e
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a u d i t  o f  a p r o je c t  o f t e n  means a re v ie w  o f  i t s  e f f e c t i v e n e s s  r a th e r  th a n  an a c c o u n t in g  o f  fu n d s .  In  t h i s  r e p o r t ,  t r a d i 
t io n a l  d e f i n i t i o n s  a re  adhere d  to  in  t h a t  a u d i t  r e f e r s  t o  th e  m e th o d ic a l re v ie w  an d v e r i f i c a t i o n  o f  re c o rd s  o f  a c c o u n t and  e v a lu a t io n  r e f e r s  t o  th e  s tu d y  an d a p p ra is a l o f  th e  w o r th  o f  a f u n c t io n  o r  o f  i t s  p ro d u c t .  B o th  a u d i t  and e v a lu a t io n  
fu n c t io n s  o f  each  o f  th e  IF I s  a re  d e s c r ib e d  in  l a t e r  s u b s e c ti o n s  d e a li n g  w i t h  each I F I  i n d i v i d u a l l y .

W h il e  some fo rm  o f  o v e r a l l  p u b l ic  a c c o u n t a b i l i t y  i s  re c o g n iz e d  by  th e  I F I s ,  th e  p r im a ry  c o n c e rn  o f  ma na ge men t s t a f f  is  a c c o u n t a b i l i t y  t o  i t s  to p  e x e c u t iv e s ,  t o  th e  P r e s id e n t ,  an d to  th e  Board  o f  E x e c u t iv e  D ir e c t o r s .  P u b li c  a c c o u n t a b i l i t y  i s
4 ge a re d  la r g e ly  t o  s u p p o r t in g  th e  I F I ' s  f i n a n c ia l  r e p u ta t io n

so  as  to  c o n t in u e  t o  m e r i t  c o n f id e n c e  and s ta n d in g  in  th e  w o r ld  c a p i t a l  m a rk e ts .

1 . Man ag em en t C o n t ro ls

G e n e r a ll y  e f f e c t i v e  sys te m s o f  man ag em en t c o n t r o l  a re  o p e ra t iv e  in  a l l  o f  th e  I F I s ,  w i t h  th e  W o rl d  B a n k 's  b e in g  
p e rh a p s  th e  m ost s o p h is t ic a te d .  The s i g n i f i c a n t  p ro c e s s e s  in  th e  b u s in e s s  o f  m ak in g  and m o n it o r in g  lo a n s  a re  th e  a p p ra is a l o f  p ro p o se d  lo a n s ,  n e g o t ia t io n  and a p p ro v a l,  and s u p e rv is io n  o f  p r o je c t  im p le m e n ta t io n .  Each o f  th e  IF I s  p u t  s u b s ta n t ia l  ti m e  and e f f o r t  i n t o  th e s e  th re e  p ro c e s s e s  t o  a s s u re  th e m s e lv e s  t h a t  p ro p e r  ju d g m e n ts  a re  made th ro u g h o u t  th e  d e ve lo p m e n t and 
im p le m e n ta t io n  o f  th e  p r o je c t s .  A d m in is t r a t iv e  d e v ic e s  to  a f f i r m  such  a s s u ra n c e  a re  re s p o n s iv e  to  man ag em en t— n o t to  th e  E x e c u t iv e  D i r e c t o r s  o th e r  th a n  in  p e r io d ic  e v a lu a t io n  r e p o r t s  on  t h e i r  e f f e c t i v e n e s s .  In  d is c u s s in g  a s p e c ts  o f  th e se  
p ro c e s s e s  h e r e to fo r e  in  th e  r e p o r t ,  d e fe c ts  o f  a c c o u n t a b i l i t y  hav e be en p o in te d  t o — th e  la c k  o f  in fo r m a t io n  d is s e m in a te d  to  
th e  E x e c u t iv e  D ir e c to r s  (w h e th e r  i n s t i t u t i o n a l i z e d  o r  n o t ) ,  th e  e s s e n t i a l l y  p ro - fo rm a  o r  " ru b b e r  s ta m p" a p p ro v a l p ro c e s s  
o f  lo a n  p ro p o s a ls  p re s e n te d  to  th e  E x e c u t iv e  D i r e c t o r s ,  th e  la c k  o f  in p u t  by  E x e c u t iv e  D ir e c to r s  t o  b u d g e t fo rm u la t io n  
and to  5 -y e a r  le n d in g  p ro g ra m s , an d th e  la c k  o f  d i r e c t  acce ss  by  E x e c u t iv e  D ir e c to r s  to  f i l e s  and w ork  docum ents  o f  th e  
i n s t i t u t i o n s  in c lu d in g  c o u n tr y  p la n n in g  docum ents  and s u p e rv is io n  r e p o r t s  show in g  how  a lo a n  p r o je c t  i s  f a r in g .

The p r a c t ic e  o f  c a r r y in g  a lo a n  p r o je c t  th ro u g h  th e  n e g o t ia t io n  pha se  w i th  th e  b o rro w e r  b e fo re  p re s e n tm e n t f o r  
a p p ro v a l to  th e  E x e c u t iv e  D ir e c to r s  (e x c e p t a t  IDB where  
n e g o t ia t io n  f o ll o w s  Board  a p p r o v a l) ,  w it h  th e  a p p a re n t t a c i t  
u n d e rs ta n d in g  t h a t  a l l  lo a n s  p re s e n te d  w i l l  be a p p ro v e d , means t h a t  e x p re s s io n  o f  v ie w s  o f  E x e c u t iv e  D ir e c to r s  on  th e  s p e c i f i c*  com ponents  o f  any p ro p o se d  lo a n  w i l l  be ta k e n  in t o  c o n s id e ra t io nby man ag em en t o n ly  in  th e  fo rm u la t io n  o f  f u t u r e  lo a n s .  From 
a p r a c t i c a l  v ie w p o in t ,  such  e x p re s s io n s  may n o t  hav e t h e i r  e f f e c t  f o r  c o n s id e ra b le  t im e ,  i f  a t  a l l .
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S u p e rv is io n  o f  p r o je c t s  i s  a m u l t i fa c e te d  m o n it o r in g  
o f  th e  b o r ro w e r ’ s p r o je c t  a c t i v i t y  and em bra ce s th e  c o n t r o l  
on  us e o f  b a n k -p ro v id e d  fu n d s ;  a c o n ti n u o u s  re v ie w  o f  b o rro w e rs ' 
ad h e re n ce  t o  lo a n  a g re e m e n ts ; t e c h n ic a l and m a n a g e r ia l a s s is ta n c e  
w i t h  p r o je c t  im p le m e n ta t io n ,  in c lu d in g  a id  in  m e e ti n g  th e  b a n k 's  
p ro c e d u re s  and in  a d m in is t r a t iv e  p ro b le m s ; a s s is t in g  b o rr o w e rs  
t o  d e v e lo p  t h e i r  own i n s t i t u t i o n s ;  and p ro v id in g  le s s o n s  fo r  
im p ro v in g  th e  b a n k 's  f u t u r e  o p e ra t io n s .  In  an in t e r n a l  s tu d y  
o f  s u p e rv is io n  e f f e c t iv e n e s s  a t  th e  W orld  B ank,  i t  was  re p o r te d  
t h a t  bank s t a f f  had w id e ly  d i f f e r e n t  p e rc e p t io n s  as  to  w h ic h  
o f  th e  fo re g o in g  r o le s  i s  m ost im p o r ta n t— th e  m a jo r i t y  c o n s id e re d  
th e  t e c h n ic a l a s s is ta n c e  r o le  t o  be  m ost im p o r ta n t  and in d ic a te d  
t h a t  tw o - t h i r d s  o f  a l l  s u p e rv is io n  ti m e  is  s p e n t on  th e  te c h n ic a l 
a s s is ta n c e  a s p e c t.  A much s m a ll e r  p r o p o r t io n  p u t  th e  e n fo rc e m e n t 
o f  lo a n  c o v e n a n ts  as th e  p ri m e  p u rp o s e . Few s t a f f  p e rs o n n e l 
v ie w e d  s u p e rv is io n  p r i m a r i l y  as  in s u r in g  t h a t  fu n d s  a re  sp e n t 
as  in te n d e d ,  a lt h o u g h  i t  i s  th e  o n ly  on e o f  th e  fu n c t io n s  
c le a r l y  w r i t t e n  in t o  th e  I F I  c h a r t e r s .

P r o je c t  s u p e rv is io n  i s  a fu n c t io n  c a r r ie d  o u t e n t i r e l y  
by bank  man ag em en t. The  E x e c u t iv e  D ir e c to r s  have  no r e a l  
in v o lv e m e n t w it h  s u p e rv is io n  a c t i v i t i e s  an d , in  f a c t ,  th e  ke y 
s u p e r v is io n  docum ents  ( r e p o r t s  o f  s u p e rv is io n  m is s io n s ,  
e x te r n a l  a u d i t  r e p o r t s  on  b o r ro w e rs ,  and c o rr e s p o n d e n c e  w it h  
b o rro w e rs  c o n c e rn in g  p ro b le m s  in  th e  p r o je c t s )  a re  n o t a v a i l 
a b le  to  E x e c u t iv e  D i r e c t o r s .  In  a d d i t io n  to  p e r io d ic  re v ie w s  
o f  th e  s u p e rv is io n  e f f o r t  by  man ag em en t and r e p o r t in g  th e re o n  
to  th e  B o a rd , th e  E x e c u t iv e  D ir e c to r s  as th e  Board  o f  G o v e rn o rs ' 
arm  f o r  m a n a g e r ia l o v e r s ig h t ,  sh o u ld  ha ve  f u l l  d i r e c t  access 
to  bank docum ents  and a c t i v i t i e s  in  o rd e r  to  make w h a te ve r 
in p u t  i t  c o n s id e rs  a p p ro p r ia te  to  th e  p r o je c t  e x e c u ti o n  ph as e 
o f  th e  b a n k 's  a c t i v i t i e s .

Ne ed  f o r  C e n t ra l I n t e r n a l  C o n t ro l Mec ha nism

None o f  th e  IF Is  has a c e n t r a l  p o in t ,  d e ta c h e d  from  
o p e ra t in g  r e s p o n s ib i l i t y  (s u c h  as  an " In s p e c to r  G e n e ra l"  
f u n c t io n ) ,  to  in v e s t ig a te  and re s o lv e  f a c t s  on  a ll e g e d  o r  
s u s p e c te d  i r r e g u l a r i t i e s ,  p o s s ib le  c o n f l i c t s  o f  i n t e r e s t ,  
em p lo yee  v io la t i o n s  o f  i n t e r n a l  r e g u la t io n s ,  m is c o n d u c t 
is s u e s ,  o r  s im i la r  s e n s i t iv e  m a t te r s .  P ro b le m s o f  su ch  a 
n a tu re  th a t  do a r is e  a re  h a n d le d  by th e  e m p lo y in g  d e p a rt m e n t 
a n d /o r  le g a l  s t a f f  i f  n e c e s s a ry .

D e v e lo p in g  c o u n tr y  p r o je c t s  p re s e n t u n u s u a l c h a ll e n g e s  
w it h  r e s p e c t  to  p o s s ib le  i r r e g u l a r i t i e s .  For exa m p le , fo r  
one c o u n tr y  a bank o f f i c i a l  s a id  th e  bank had re c e iv e d  ru m ors  
o f  c o r r u p t io n  a t  lo c a l  le v e ls  in  a la r g e  r u r a l  d e ve lo pm e n t 
p r o je c t  b u t  no a c t io n  had be en  ta k e n  because  no  s p e c i f i c  
f a c t s  had be en  p re s e n te d .  In  a c o u n tr y  v i s i t e d ,  bus in essm en 
s a id  t h a t  c o r r u p t io n  e x is t s  a t  h ig h  le v e ls  and , w h il e  i t  
c a n n o t be  docum ente d , t h e i r  exam ple  i s  t h a t  a h ig h  o f f i c i a l  
g e ts  a " c u t "  on  e v e ry  bag o f  cem ent p ro duced  in  th e  c o u n tr y .
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A fo r e ig n  n a t io n a l  a d v is e d  th e  I n v e s t ig a t i v e  S t a f f  c o n f i d e n t i a l l y  o f  w id e s p re a d  c o r r u p t io n  in  h is  c o u n tr y .  He s a id  t h a t  i f  one  is  a r e s id e n t ,  i t  i s  r e a d i l y  a p p a re n t fr om  th e  lu x u r io u s  l i f e s t y l e  o f  c e r t a in  o f f i c i a l s  whose s a la r ie s  c a n n o t s u p p o r t  such  e x p e n d it u r e s .  He o b se rv e d  t h a t  s h o r t te rm  v i s i t o r s  have no r e a l  ch ance  to  se e th e  r e a l  c o n d it io n s  o f  d e ve lo p m e n t p r o je c t s  o r  how th e  r u l i n g  g ro u p s  g e t  m ost  o f  th e  b e n e f i t s  and how th e  w o rk e rs  o r  th e  p o o r c o n t in u e  as b e fo r e .

An e x p a t r ia t e  t o ld  th e  I n v e s t ig a t i v e  S t a f f ,  a ls o  c o n f i d e n t i a l l y ,  o f  a n o th e r  c o u n tr y  where  he had l i v e d  man y y e a rs  and  w here  c o n s p ic u o u s  sp e n d in g  by g o ve rn m e n t o f f i c i a l s  i s  known to  e v e ry o n e . V e ry  l i t t l e  a s s is ta n c e  mo ney fr om  an y so u rc e  g e ts  p a s t g o v e rn m e n ta l o f f i c i a l s  w it h o u t  a p o r t io n  b e in g  "s kimm ed o f f "  f o r  p r i v a t e  g a in .  In  a n o th e r  c o u n t r y ,  a te c h n ic ia n  s a id  t h a t  th e re  was  l i t t l e  p o s s i b i l i t y  o f  fu n d s  b e in g  d iv e r t e d  on  h is  p r o je c t  b u t  a d m it te d  t h a t  t h i s  was q u i t e  u n u s u a l f o r  a le s s e r -d e v e lo p e d  c o u n t r y .

In  th e  m in u te s  o f  a 1976 m e e ti n g  o f  th e  W orld  Bank E x e c u t iv e  D i r e c t o r s ,  an  exch ange was re c o rd e d  w it h  re s p e c t  to  a second l i v e s t o c k  lo a n  to  an in te rm e d ia te  c r e d i t  i n s t i t u t i o n .In  t h i s  c a s e , th e  bank s t a f f  r e p o r te d  to  th e  Board  t h a t  th e re  had be en  a d iv e r s io n  o f  fu n d s  u n d e r th e  f i r s t  lo a n .  I t  was ad de d t h a t  i n s t i t u t i o n a l  and  c o n t r o l  s a fe g u a rd s  had now be en  d e v e lo p e d , w h ic h  th e  bank ju d g e d  s a t i s f a c t o r y  and t h a t  g o v e rn m ent l e g i s l a t i o n  now m in im iz e s  th e  m is a p p l ic a t io n  o f  fu n d s .

C o n ta c t was made w it h  th e  S e c u r i t ie s  and Ex ch an ge  C om m is sio n and w i th  th e  U .S . D e p a rt m e n t o f  J u s t ic e  to  a s c e r ta in  w h e th e r any o f  th e  o f f i c i a l  i n q u i r i e s  r e s u l t in g  fr om  th e  f i l i n g  o f  p u b l ic  d is c lo s u r e  r e p o r t s  by U .S . com pan ie s o r  f o r e ig n  com pan ie s s e l l i n g  s to c k  in  th e  U n it e d  S ta te s  w h e re in  c o r r u p t  o r  im p ro p e r p r a c t ic e s  were  re v e a le d  m ig h t in v o lv e  an y o f  th e  I F I s .  O f some 45 0 d is c lo s u r e  r e p o r t s  i n i t i a l l y  r e fe r r e d  to  th e  D epa rt m e n t o f  J u s t i c e ,  th e  m a jo r i t y  re p re s e n te d  ty p e s  o f  p r a c t ic e s  n o t c o n d u c iv e  to  p r o s e c u t o r ia l  c o n s id e r a t io n — th e s e  wer e th e  ones in v o lv in g  o v e r b i l l i n g s  ( d e l ib e r a t e  o v e r b i l l i n g  a t  th e  f o r e ig n  c u s to m e r 's  re q u e s t  by  th e  U .S . f i r m )  and o b v io u s ly  excess  com m is s io n  paym ents  to  f o r e ig n  r e p r e s e n ta t iv e s  o f  U .S . f i r m s .W h ile  b o th  s i t u a t io n s  in d ic a te d  a p ro b a b le  c o r r u p t  p r a c t ic e ,  th e  cases  d id  n o t  le n d  th e m s e lv e s  to  a g a th e r in g  o f  e v id e n c e  s u f f i c i e n t  to  w a r ra n t  p u rs u in g  them  f u r t h e r .  O f th e  80 -o dd ca ses  in v e s t ig a te d  by th e  D e p a rt m e n t o f  J u s t i c e ,  a nu mbe r a lr e a d y  have r e s u l te d  in  c o n s e n t o rd e rs  f o r  g u i l t y  p le a s  by  th e  U .S . c o r p o r a t io n ,  on e c o n d i t io n  o f  w h ic h  i s  th e  n o n re v e a li n g  o f  th e  i d e n t i t y  o f  th e  c o u n tr y  in v o lv e d .  O th e r cases  s t i l l« a re  p e n d in g . C o n s e q u e n tl y , th e  D e p a rt m e n t o f  J u s t ic e  re p re s e n t a t i v e s  d id  n o t f e e l  th e y  c o u ld  f r e e ly  d is c lo s e  th e  d e t a i l s  o f  any o f  th e  80 ca se s  in v e s t ig a te d ,  th o u g h  th e y  d id  a d v is e  t h a t  a t  le a s t  2 o f  th e s e  cases p e n d in g  in v o lv e d  one  o r  more o f  th e  I F I s  in v o lv e d  in  t h i s  s tu d y  and f e l t  c e r t a in  t h a t
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n e i t h e r  o f  th e  IF Is  was  aw are  o f  th e  im p ro p e r a c t i v i t i e s  in v o lv e d
in  t h e i r  lo a n  p r o je c t s .

The IF Is  b e li e v e  t h a t  t h e i r  in t e r n a l  c o n t r o l  p ro c e d u re s  
a re  a d e q u a te  to  p re v e n t a n d /o r  d e te c t  c o r r u p t  o r  im p ro p e r 
p r a c t ic e s ,  th o u g h  one  o f f i c i a l  o b se rv e d  t h a t  th e  p ro c e d u re s  
a re  e i t h e r  v e ry  go od  because  no in s ta n c e s  ha ve  a r is e n  o r  e ls e  
a re  v e ry  p o o r because  no ne  have  be en  u n c o v e re d . O th e r o f f i c i a l s  
o b s e rv e : (a )  th e  I F I  i s  n o t  an in v e s t ig a t i v e  agency ; ( b) ex te nded
p o l i c in g  o f  p o s s ib le  c o r r u p t io n  in  lo a n  p r o je c t s  w ould  be in o r d i 
n a te ly  e x p e n s iv e ;  ( c )  th o s e  who p r a c t ic e  c o r r u p t io n  a v o id  d o in g  
so  in  I F I  lo a n s  beca use o f  th e  e x te n t  o f  I F I  s u p e rv is io n  a f fo rd e d ;  and (d )  use  o f  a team  a p p ro a ch  by  th e  IF I  ma kes in t e r n a l  c o r r u p 
t io n  re m o te  beca use  o f  th e  c o l l e c t i v e  in v o lv e m e n t o f  bank p e rs o n n e l 4a t  a l l  s ta g e s .

I t  i s  d i f f i c u l t  to  e s t a b l is h  th e  le v e l  o r  in t e n s i t y  o f  
a l le g a t io n s  o r  a c tu a l o c c u rre n c e s  because  o f  th e  absence  o f  an y 
c e n t r a l  p o in t  o f  in v e s t ig a t io n  w i th  p e rs o n n e l s k i l l e d  in  in s p e c -  
t io n  and in v e s t ig a t i v e  te c h n iq u e s  and  beca use  o f  th e  c lo s e n e s s  
w i t h  w h ic h  bank docum ents  and co mmen ts  a re  h e ld .  I t  may be 
t h a t  p o s s ib le  abuse s a re  su p p re sse d  beca use o f  th e  a d ve rs e  
p u b l i c i t y  such  d is c lo s u r e s  c o u ld  e n t a i l .  How eve r,  i t  a p p ea rs  t h a t  e s ta b li s h m e n t  o f  a c e n t r a l  p o in t  d e ta ch e d  fr om  o p e ra t in g  
r e s p o n s ib i l i t y ,  to  w h ic h  s u s p e c te d  i r r e g u l a r i t i e s  c o u ld  be 
r e fe r r e d  and in v e s t ig a te d ,  w o u ld  im p ro ve  th e  I F I s '  a c c o u n ta 
b i l i t y  as w e ll  as  t h e i r  im age.

2 . E x te r n a l A u d it s  o f  Ban ks

A l l  o f  th e  IF I s  as a p a r t  o f  t h e i r  o v e r a l l  a c c o u n ta 
b i l i t y  t o  member g o ve rn m e n ts  enga ge  p r i v a t e ,  in d e p e n d e n t,  
in t e r n a t io n a l ly - r e c o g n iz e d  a c c o u n ta n ts  f o r  a n n ua l a u d i t  o f  
f i n a n c ia l  re c o rd s  o f  th e  bank an d i t s  a f f i l i a t e s  and c e r t i f i 
c a t io n  to  th e  a c c u ra c y  o f  f i n a n c ia l  s ta te m e n ts .  T h is  engag em ent 
o f  in d e p e n d e n t a c c o u n ta n ts  i s  s im i la r  to  th e  us e o f  in d e p e n d e n t 
e x te r n a l  a u d i to r s  b y  p r i v a t e  c o r p o r a t io n s  f o r  a c c o u n t a b i l i t y  
p u rp o s e s . The fo rm a l c e r t i f i c a t i o n  o f  th e  f i n a n c ia l  s ta te m e n ts  
i s  p u b li s h e d  as  p a r t  o f  I F I ' s  p u b li s h e d  an n ua l r e p o r t .  The 
em phas is  o f  th e  e x te r n a l a u d it s  i s  on  th e  a p p l ic a t io n  o f  
p re s c r ib e d  a c c o u n ti n g  p o l i c ie s  an d p ro c e d u re s  in  l i g h t  o f  
g e n e r a l ly  a c c e p te d  a c c o u n t in g  p r i n c i p l e s  and  f in a n c ia l  
s ta te m e n t p re s e n ta t io n s .  The W o rl d  Ba nk  and IDB  us e P r ic e  
W ate rh ouse  and Co mp any; ADB and AfDF  use H a s k in s  and S e l ls .
A t each I F I ,  th e  E x e c u t iv e  D ir e c to r s  have  a r o le  in  n o m in a ti n go r  a p p ro v in g  th e  s e le c t io n  o f  th e  e x te r n a l a u d i t  f i r m  and in
re v ie w in g  th e  r e s u l t s  o f  a u d i t  an d e x a m in a t io n .  R evi ew  o f
th e  a u d i t  r e p o r ts  f o r  each  IF I  show ed  no re m a rk a b le  e x c e p ti o n s
ta k e n  by th e  a u d it o r s  and in  each ca se  th e  o p in io n  was t h a t  *th e  I F I ’ s f in a n c ia l  s ta te m e n ts  p re s e n t f a i r l y  i t s  f in a n c ia l
p o s i t io n  and r e s u l t s  o f  o p e ra t io n s  in  c o n fo r m it y  w it h  g e n e r a l lya c c e p te d  a c c o u n ti n g  p r i n c i p l e s  a p p li e d  on a c o n s is te n t  b a s is .
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3 . P r o j e c t  A u d i t in g

E s s e n t i a l l y  a s  a p a r t  o f  t h e  lo a n  s u p e r v i s i o n  p r o c e s s ,  th e  I F I s  o f t e n  r e q u i r e ,  m o s t ly  on  r e v e n u e - p r o d u c in g  p r o j e c t s ,  t h a t  th e  b o rro w in g  e n t i t y  e n g a g e  an  in d e p e n d e n t  a c c o u n ta n t  o r  u t i l i z e  a g o v e rn m e n ta l  a u d i t i n g  ag en c y  to  r e v ie w  i t s  b o o k s  an d r e c o r d s  an d to  c e r t i f y  t o  th e  b o rro w in g  e n t i t y ' s  f i n a n c i a l  s t a t e m e n t s .  T h ese  a u d i t s  g e n e r a l l y  a r e  n o t  e x a m in a t io n s  o f  w h e th e r  th e  lo a n  p r o c e e d s  w ere  u sed  a s  in te n d e d  b u t  r a t h e r  a r e  a g e n e r a l  e x a m in a t io n  o f  th e  o v e r a l l  f i n a n c i a l  c o n d i t i o n  o f  th e  b o rro w in g  e n t i t y .  In  th e  c a s e  o f  p r o j e c t s  w hic h  do  n o t y i e l d  r e v e n u e s  d i r e c t l y  to  th e  b o rro w in g  e n t i t y ,  th e  IF I  h a s  t o  be  s a t i s f i e d  t h a t  th e  g e n e r a l  c o n t r o l  an d a c c o u n ti n g  p r o c e d u r e s  o f  th e  p r o j e c t  a r e  a d e q u a te .

IF I  o f f i c i a l s  a d v is e d  t h a t  th e s e  e x t e r n a l  a n n u a l a u d i t s  a r e  p r i m a r i l y  " f i n a n c i a l  s t a te m e n t "  o r i e n t e d  and
e  g e n e r a l l y  e m b ra ce  th e  e x e c u t in g  a g e n c y 's  t o t a l  f i n a n c i a lo p e r a t i o n s .  The y s e e  th e  in d e p e n d e n t  a u d i t o r  in v o lv e m e n t a s  u s e f u l  in  o b t a i n i n g  k n o w le d g e  o f  t h e  b o r r o w e r 's  f i n a n c i a l  p r a c t i c e s ,  e . g . ,  r a t e  s t r u c t u r e ,  s u b s id y  a r r a n g e m e n ts ,  r a t e s  o f  r e t u r n ,  e t c . ,  an d f o r  p r o v id in g  th e  IF I  w i th  a s s u r a n c e s  t h a t  th e  f i n a n c i a l  d a t a  i s  c o m p le te  an d a c c u r a t e  an d t h a t ,  d u r in g  th e  l i f e  o f  t h e  p r o j e c t ,  th e  b o rro w e r  w i l l  have a d e q u a te  f i n a n c i a l  c o n t r o l s  an d w i l l  fo l lo w  r e a s o n a b le  

a c c o u n t in g  p r i n c i p l e s .  Th e I F I s  a l s o  f e e l  t h a t  th e  r e q u i r e m en t h a s  b e n e f i c i a l  i n s t i t u t i o n - b u i l d i n g  a s p e c t s .

A h ig h  o f f i c i a l  o f  th e  W or ld  Ba nk  p o in te d  o u t  t h a t  n o t  o n ly  a r e  th e  e x t e r n a l  a u d i t s  n o t  o b ta in e d  f o r  th e  p u rp o s e  o f  d e t e c t i n g  p ro c u re m e n t  o r  s p e n d in g  a b u s e s  w i th in  th e  p r o j e c t  b u t  t h a t  i t  i s  n o t  u n u s u a l  t h a t  a r e a l l y  q u a l i f i e d  p u b l i c  
a c c o u n ta n t  i s  s im p ly  n o t  a v a i l a b l e  w i th in  th e  b o rro w in g  c o u n t r y .  He o b s e rv e d  t h a t  wh en a p r o j e c t  r e p r e s e n t s  a l l  o r  l a r g e l y  l o c a l  c o s t  f i n a n c i n g ,  w i th o u t  i n t e r n a t i o n a l  b id d in g  d o c u m e n ta t io n ,  t h e r e  i s  r e a l l y  no  wa y f o r  th e  Ba nk  t o  g u a rd  a g a i n s t  c o r r u p t  p r a c t i c e s .

Th e I F I s  do  n o t  r e l y  upon th e  s u b m i t te d  a u d i t  r e p o r t s  f o r  a d e t e r m i n a t i o n  o f  how an d w here  th e  b ank  f i n a n c in g  was  s p e n t ,  b u t  r a t h e r  u se  t h e i r  o n g o in g  lo a n  s u p e r v i s i o n  a c t i v i t i e s  i n c lu d in g  v i s i t s  t o  t h e  p r o j e c t  s i t e ,  t o  k eep  g e n e r a l l y  a b r e a s t  o f  how th e  fu n d s  a r e  u t i l i z e d .  Th e I F I s  b e l i e v e  t h a t  em p h ase s on good l o c a l  p r o j e c t  m an ag em en t an d s t a f f  s u p e r v i s i o n  t h e r e o f  p r o v id e  r e a s o n a b le  a s s u r a n c e  t h a t  th e  b an k  f i n a n c in g  i s  b e in g  u se d  a s  in te n d e d .  In  a re v ie w  o f  th e  e f f e c t i v e n e s s  o f  s u p e r v i s i o n  by  th e  W or ld  B ank , p ro b le m s  w ere  s u r f a c e d  w ith  b o r ro w e r4  c o m p li a n c e  w i th  t h e  a u d i t  c o v e n a n ts  in  t h e  lo a n  a g re e m e n ts .I t  wa s fo und  t h a t  a u d i t  r e p o r t s  w ere  r e c e iv e d  w i th in  th e  ti m e  l i m i t  s p e c i f i e d  f o r  o n ly  o ne  o f  th e  p r o j e c t s  re v ie w e d  an d 
c o n s i d e r a b l e  w e a k n e s s e s  w ere  n o te d  in  th e  a c c o u n t a b i l i t y  a s p e c t s  o f  e x t e r n a l  a u d i t i n g ,  a c c o u n t in g ,  an d f i n a n c i a l
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r e p o r t i n g  o f  th e  b o r ro w e r . I t  was  c o n c lu d e d  t h a t  d e f i c i e n c i e s
in  r e p o r t i n g  s t a n d a r d s  an d l a c k  o f  m an ag em en t l e t t e r s  (a cc om 
p a n y in g  a u d i t  r e p o r t s )  w ere  su c h  t h a t  th e  b ank  c a n n o t  be
c e r t a i n  o f  r e l i a n c e  t h a t  c a n  be p la c e d  up on  th e  a u d i t i n g
s t a n d a r d s  u se d .

Upon r e q u e s t  o f  c o p ie s  o f  th e  p r o j e c t  a u d i t  s t a te m e n ts  
f o r  th e  p r o j e c t s  v i s i t e d  by th e  I n v e s t i g a t i v e  S t a f f ,  IDB d e n ie d  
a c c e s s  t o  th em . A s e n i o r  o f f i c i a l  o f  IDB s t a t e d  t h a t  many su ch  
r e p o r t s  a r e  r e c e iv e d  l a t e  an d som e r e q u i r e d  by  lo a n  c o v e n a n ts  
h av e  n o t  b een  r e c e iv e d  f o r  s e v e r a l  y e a r s ;  c o n s e q u e n t ly ,  th e y  
h av e  n o t  s e rv e d  a s  a b a s i s  f o r  a c t i o n  w i th in  IDB. Some IDB 
p e r s o n n e l  v ie w  th e  a u d i t  r e q u ir e m e n t  a s  a n u is a n c e  an d f e e l
t h a t  th e y  know w hat w i l l  be  fo und  in  th e  a u d i t s  b e f o r e  th e y  4
a r r i v e  b a se d  on  k n o w le dge  g a in e d  in  f i e l d  v i s i t s .  H ow ev er , 
o ne  s e n i o r  IDB o f f i c i a l  a d v is e d  t h a t  a r e c e n t  a u d i t  d i s c lo s e d  
a m is u se  o f  IDB fu n d s  in  t h a t  th e  p ro c e e d s  o f  th e  lo a n  w er e 
u se d  f o r  p u rp o s e s  o t h e r  th a n  c a l l e d  f o r  by  th e  lo a n  an d w er e
th e n  r e p la c e d  a s  th e  b o rro w in g  e n t i t y  r e c e iv e d  fu n d s  from  **
o t h e r  s o u r c e s .

At th e  W or ld  Ba nk  an d ADB, th e  I n v e s t i g a t i v e  S t a f f ' s  
r e q u e s t  f o r  c o p ie s  o f  p r o j e c t  a u d i t  r e p o r t s  a l s o  was  d e c l in e d  
i n i t i a l l y  b a se d  up on  th e  c o n f i d e n t i a l  b a n k / c l i e n t  r e l a t i o n s h i p  
i n h e r e n t  in  th e  s u b m is s io n  o f  th e  a u d i t  r e p o r t s .  H ow ev er , 
th e  W or ld  Bank c i r c u l a r i z e d  a l l  b o rr o w in g  e n t i t i e s  in v o lv e d  in  
th e  p r o j e c t s  v i s i t e d  by  t h e  I n v e s t i g a t i v e  S t a f f  to  a s c e r t a i n  
w h ic h  o f  th e  s u b m itt e d  a u d i t  r e p o r t s  ha d been  ma de a p u b l ic  
d ocum en t in  an  e f f o r t  t o  th u s  be  r e s p o n s iv e  to  th e  I n v e s t i g a t i v e  
S t a f f ' s  r e q u e s t .  As a r e s u l t ,  12 a u d i t  r e p o r t s  c o v e r in g  16 
lo a n  p r o j e c t s  w ere  fo und  t o  h ave  b een  made p u b l i c  an d w er e 
th e re u p o n  made a v a i l a b l e  f o r  r e v ie w . (T he  W or ld  Ban k o f f e r e d  
to  a l s o  c i r c u l a r i z e  th e  re m a in in g  50-6 0  b o r ro w e rs  in v o lv e d  in  
th e  r e q u e s t  t o  a s c e r t a i n  i f  th e y  m ig h t g r a n t  a u t h o r i t y  to  
t u r n  o v e r  t h e i r  a u d i t  r e p o r t s  t o  th e  I n v e s t i g a t i v e  S t a f f  b u t  
a t  th e  ti m e  su ch  o f f e r  was  m ad e, J a n u a ry  1 8 , 1 9 7 9 , p r e p a r a t i o n  
o f  i n s t a n t  r e p o r t  was  in  i t s  f i n a l  s t a g e s  an d ti m e  d id  n o t 
p e r m i t  a c c e p ta n c e  o f  i t . )  Th e 12 r e p o r t s  ma de  a v a i l a b l e  
c o v e r e d  4 b o r ro w e rs  who se  f i n a n c i a l  s t a t e m e n t s  r e f l e c t e d  lo a n  
p r o j e c t s  a l s o  w it h  ADB.

R ev ie w  o f  th e  12 a u d i t  r e p o r t s  d i s c lo s e d  c o n f i r m a t io n  
o f  co m m en ts  by  W or ld  Bank  o f f i c i a l s  in  t h a t  th e y  w ere  p u b l is h e d  
a n n u a l  r e p o r t s  o f  th e  b o rro w in g  e n t i t i e s  w hic h  c o n ta in e d  
f i n a n c i a l  s t a t e m e n t s  an d c e r t i f i c a t i o n s  t h e r e o f  by c e r t i f i e d  
a c c o u n ta n t s  b u t la c k e d  s p e c i f i c  d e t a i l  w i th  r e s p e c t  to  th e  
W or ld  Bank  p r o j e c t s .  W her eas  c u r r e n t  in d e b te d n e s s  to  th e  IF I 
on  th e  lo a n s  o u t s t a n d in g  i s  show n a s  a l i a b i l i t y ,  e i t h e r  in  
th e  b a la n c e  s h e e t  o r  s u p p le m e n ta ry  s c h e d u le s  t h e r e t o ,  t h e r e  
i s  no way to  r e c o n c i l e  th e  fu n d s  p ro v id e d  in  th e  p r o j e c t ( s )  
by  t h e  IF I  w it h  s u b le n d in g  o r  o t h e r  a c t i v i t i e s ,  i . e . ,  th e  
a u d i t e d  s t a te m e n t s  p ro v id e  no  m ea ns  o f  t r a c i n g  th e  u se  o f
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p r o j e c t  fu n d s  w h ic h  a r e  s im p ly  a p a r t  o f  t o t a l  r e c e i p t s  o r  a v a i l a b l e  a s s e t s  r e f l e c t e d  in  th e  summ ary  f i n a n c i a l  s t a t e m e n t s .  Th e o n ly  e x c e p t i o n s  w ere  t h r e e  r e l a t i v e l y  ne w s m a ll  I C I s  whos e s o l e  b u s i n e s s  was  d i s p e n s i n g  th e  p r o j e c t  fu n d s  w it h  no  o t h e r  s o u r c e  o f  m o n ie s  a s  y e t ,  s o  t h a t  a l l  co m m en ts  c o n ta in e d  in  t h e i r  a n n u a l r e p o r t s  d id  r e l a t e  d i r e c t l y  t o  u se  o f  th e  p r o j e c t  fu n d s .  In  t h e s e  t h r e e ,  a u d i t o r s  r e c o r d e d  e x c e p t i o n s  su c h  a s  s c h e d u le s  n o t  made a v a i l a b l e ,  no  v e r i f i c a t i o n  o f  f i x e d  a s s e t s  o r  i n v e n t o r i e s ,  no  i n t e r n a l  c o n t r o l  p r o c e d u r e s ,  n o n v e r i f i c a t i o n  o f  s a l e s  in  th e  a b s e n c e  o f  p r o p e r  r e c o r d s ,  e t c .  Th ou gh  p r o p e r  f o ll o w u p  p r o c e d u r e s  in  th e  n orm al c o u r s e  o f  lo a n  s u p e r v i s i o n  w ould  r e q u i r e  c o r r e c t i v e  a c t i o n  to  t i g h t e n  a c c o u n t a b i l i t y  o f  th e  b o rr o w in g  e n t i t y ,  th e  a fo r e m e n t io n e d  s t u d y  o f  e f f e c t i v e n e s s  o f  s u p e r v i s i o n  i n d i c a t e d  t h a t  r e l i a n c e  i s  n o t p la c e d  up on  th e  a u d i t i n g  s t a n d a r d s  in  u s in g  th e  s u b m it te d  r e p o r t s  a s  an  a d ju n c t  to  s u p e r v i s i o n .  The  nee d f o r  m or e d i r e c t  a u d i t i n g  o f  p r o j e c t s  w it h  a c c o u n t in g  f o r  u t i l i z a t i o n  o f  th e  fu n d s  p r o v id e d  i s  r e v ie w e d  in  th e  s u c c e e d in g  s e c t i o n s  o f  th e  r e p o r t  d e a l i n g  w it h  e a c h  I F I ' s  a u d i t  p r o c e d u r e s  an d w e a k n e s s e s  t h e r e i n .

Th e A l t e r n a t e  D i r e c t o r  o f  ID B, a f t e r  l e a r n i n g  o f  th e  e f f o r t s  a t  th e  W or ld  Ban k t o  make a g ro u p  o f  th e  a u d i t  r e p o r t s  a v a i l a b l e ,  a d d r e s s e d  a l e t t e r  d a te d  F e b ru a r y  1 ,  1 9 7 9 , t o  th e  I n v e s t i g a t i v e  S t a f f  s t a t i n g  t h a t  he  wa s w i l l i n g  to  i n i t i a t e  th e  n e c e s s a r y  p r o c e d u r e s  w it h  IDB  m an ag em en t t o  s e e  w h e th e r  a u d i t  r e p o r t s  on  IDB p r o j e c t s  t h a t  ha d been  ma de p u b l i c  in  th e  b o r r o w e r  c o u n t r i e s  m ig h t a l s o  b e  made a v a i l a b l e .  In as m uc h a s  i n s t a n t  r e p o r t  was  th en  in  t y p in g  and  a s i t  ha d ta k e n  th e  W or ld  Ba nk  3 m onth s t o  g o  th ro u g h  t h a t  p r o c e s s ,  no a c t i o n  was  t a k e n .  (T he r e q u e s t  f o r  th e  a u d i t  r e p o r t s  o f  i n d i v i d u a l  p r o j e c t s  ha d b een  s u b m itte d  t o  th e  W or ld  B an k, ID B , an d ADB on  O c to b e r  2 7 , 1 9 7 8 , an d ha d been  d e n ie d  by IDB on  Nov em be r 28 , 1 9 7 8 .)
B.  W orl d  Ban k

1 .  G e n e r a l I n s t i t u t i o n a l  P r o c e d u r e s

Th e IBRD  m an ag em en t s t a f f  p e r fo r m s  a l l  m an ag em en t f u n c t i o n s  f o r  IBRD  an d ID A;  IF C h a s  i t s  own o p e r a t i n g  and  l e g a l  s t a f f  b u t  d ra w s on  IBRD f o r  c e r t a i n  a d m i n i s t r a t i v e  and o t h e r  s e r v i c e s .  Th e W orl d  Ba nk  c o n d u c t s  i t s  b u s i n e s s  on  a h i g h l y  c e n t r a l i z e d  b a s i s .  W h il e  t h e r e  a r e  som e p e r s o n n e l a t  v a r i o u s  f i e l d  l o c a t i o n s  th r o u g h o u t  th e  w o r ld ,  th e  p r i n c i p a l  d e c i s i o n s  a r e  a h e a d q u a r t e r s  f u n c t i o n  an d m ost  a p p r a is a l" ,  t e c h n i c a l  a s s i s t a n c e ,  an d s u p e r v i s i o n  m is s io n s  t o  f i e l d  s i t e s  a r e  fr om  h e a d q u a r t e r s .  F i e l d  s t a f f  a r e  m a in ly  f o r  l i a i s o n  c o n t a c t s  an d f o ll o w u p  w ork  a f t e r  a h e a d q u a r t e r s  v i s i t .  From  a m an ag em en t v i e w p o i n t ,  th e  W or ld  Ba nk  i s  t i g h t l y  c o n t r o l l e d  in  th e  a r e a s  o f  p ro gra m  p la n n in g ,  b u d g e t ,  f i n a n c e s ,  an d o p e r a t i o n s .

Th e IBRD h a s  an  o p e r a t i n g  m an ua l and o t h e r  w r i t t e n  g u id a n c e  w h ic h  p r e s c r i b e  th e  s y s te m s  an d p r o c e d u r e s  t o  be
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f o l lo w e d  in  th e  c o n d u c t  o f  i t s  b u s i n e s s .  T h e re  i s  a w e l l -  d e v e lo p e d  o r g a n i z a t i o n a l  s t r u c t u r e  w h ic h  i n c l u d e s  s i x  g e o g r a p h ic  a r e a s ,  a f in a n c e  d e p a r tm e n t  (p ro g ra m m in g  an d b u d g e t in g ,  c o n t r o l l e r ,  t r e a s u r e r ,  and  i n t e r n a l  a u d i t ) ,  a d e p a r tm e n t  o f  a d m i n i s t r a t i o n ,  o r g a n i z a t i o n  an d p e r s o n n e l ,  a l e g a l  d e p a r tm e n t ,  and  a  d e p a r tm e n t  f o r  o p e r a t i o n s  e v a l u a t i o n .

As a g e n e r a l  p o l i c y ,  th e  E x e c u ti v e  D i r e c t o r s  s e e  o n ly  k e y  d o c u m e n ts  r e l a t e d  to  t h e  d i s c h a r g e  o f  t h e i r  r e s p o n s i b i l i t i e s .  Many d o c u m e n ts  d e v e lo p e d  by  th e  m an agem ent s t a f f  a r e  n o t  d i s t r i b u t e d  o r  a v a i l a b l e  to  th e  E x e c u ti v e  D i r e c t o r s .  For  e x a m p le , th e  c o u n t r y  p ro g ra m  p a p e r s  ( t h e  p r i n c i p a l  in s t r u m e n t  f o r  d e f in i n g  t h e  IBRD’ s p o s t u r e  to w ard  e a c h  mem be r c o u n tr y  f o r  w h ic h  a s s i s t a n c e  i s  c o n te m p la te d )  an d th e  r e g u l a r  p r o j e c t  s u p e r v i s i o n  r e p o r t s  a r e  n o t  a v a i l a b l e  t o  th e  E x e c u ti v e  D i r e c t o r s .  A ls o , t h e r e  i s  an  e l a b o r a t e  sy s te m  o f  c o l o r  c o d e s  on  lo a n  d o c u m e n ts , eco n o m ic  r e p o r t s ,  p o l i c y  s t u d i e s ,  an d o t h e r  Ba nk  d o c u m e n ts  p r e p a r e d  by  m an agem ent a s  th e y  p a s s  th r o u g h  v a r io u s  s t a g e s  o f  d i s t r i b u t i o n  an d r e v ie w .  O nly  th e  f i n a l  ( g r e y  copy) v e r s i o n ,  c l e a r e d  f o r  d i s t r i b u t i o n  t o  th e  E x e c u ti v e  D i r e c t o r s ,  i s  a v a i l a b l e  t o  th em .

In asm u ch  a s  th e  P r e s i d e n t  i s  su p p o sed  t o  c a r r y  o u t  t h e  o p e r a t i n g  f u n c t i o n  u n d e r  t h e  d i r e c t i o n  o f  th e  E x e c u ti v e  D i r e c t o r s ,  an d s i n c e  th e  P r e s i d e n t  an d E x e c u ti v e  D i r e c t o r s  a r e  p re su m a b ly  w o rk in g  to w ard  th e  sa m e o b j e c t i v e s ,  i t  w ou ld  seem  t h a t  a f r e e r  e x ch a n g e  o f  in f o r m a t io n  b e tw een  th em  w ould  be  h e l p f u l  in  e x e c u t in g  Ba nk  b u s i n e s s .

2 . I n t e r n a l  A u d it

The  I n t e r n a l  A u d it  D e p a r tm e n t (IAD) i s  o n e  o f  fo u r  d e p a r tm e n ts  u n d e r  t h e  O f f i c e  o f  th e  V ic e  P r e s i d e n t  f o r  F in a n c e . Th e D i r e c t o r ,  IAD, h a s  a c c e s s ,  a s  n e e d e d , t o  th e  P r e s i d e n t  an d t o  th e  E x e c u ti v e  D i r e c t o r s .  Th e l a t t e r  t a k e s  p la c e  th ro u g h  th e  J o i n t  A u d it  C o m m it te e  o f  th e  E x e c u t iv e  D i r e c t o r s  w h ic h  h a s  an  o v e r s i g h t  f u n c t i o n  w i th  r e s p e c t  t o  i n t e r n a l  au d i t i n g .

Th e IAD s e r v i c e s  th e  IBRD, IDA , an d IF C . I t s  fu n c t i o n a l  s t a te m e n t  p r o v id e s  t h a t  t h e  d e p a r tm e n t  w i l l  f u r n i s h  m an agem ent w it h  p e r i o d i c ,  i n d e p e n d e n t ,  o b j e c t i v e  a p p r a i s a l s  an d a u d i t s  o f  f i n a n c i a l ,  a c c o u n t in g ,  a d m i n i s t r a t i v e ,  an d o t h e r  a c t i v i t i e s .  Th e f u n c t i o n a l  s t a t e m e n t  i s  g e n e r a l l y  c o n s i s t e n t  w i th  t h e  c u r r e n t  a p p ro a c h  t o  i n t e r n a l  a u d i t i n g  in  th e  p u b l i c  s e c t o r  e x c e p t  f o r  th e  p la c e m e n t o f  th e  a u d i t  f u n c t i o n  an d th e  a b s e n c e  o f  em p h ase s on  o p e r a t i o n a l  a u d i t i n g .
W it h  r e s p e c t  t o  th e  p la c e m e n t o f  th e  a u d i t  f u n c t i o n ,IAD r e p o r t s  t o  th e  sa me o f f i c e r  who h a s  r e s p o n s i b i l i t y  f o r  th e  t h r e e  d e p a r tm e n ts  t h a t  h a n d le  th e  m ai n  f i n a n c i a l  wor k o f  t h e  B ank. A h ig h  p r o p o r t i o n  o f  IA D 's  w or k i s  t o  make
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" in d e p e n d e n t and o b je c t iv e  a p p ra is a ls  and a u d it s "  o f  f i n a n c ia l  
a c t i v i t i e s .  T hus , IAD is  f r e q u e n t ly  a u d i t in g  f i n a n c ia l  
a c t i v i t i e s  w h ic h  a re  th e  r e s p o n s ib i l i t y  o f  i t s  s u p e r io r  
o f f i c e r .  The I n v e s t ig a t iv e  S t a f f  b e li e v e s  b o th  manag em en t 
and th e  E x e c u t iv e  D ir e c to r s  w ou ld  be b e t t e r  se rv e d  under an 
" a u d i t o r  g e n e ra l"  c o n c e p t r e p o r t in g  d i r e c t l y  to  th e  P r e s id e n t ,  
e n h a n c in g  th e  s ta tu r e  and in d ependence  ne ed ed  to  p ro v id e  a 
b ro a d e r  in t e r n a l  a u d it  p ro g ra m . I t  m ig h t  th e n  a ls o  s e rv e  as  
a s i t u s  f o r  a c e n t r a l  in v e s t ig a t i v e  p o in t  p r e v io u s ly  co mm ented 
upon  w it h  b ro adened  r e s p o n s ib i l i t i e s  to  in q u ir e  in t o  a ll e g e d  im p ro p r  i e t i e s .

•t IA D p la n s  and c o n d u c ts  a u d i t s ,  is s u e s  a u d i t  r e p o r t s ,  and
m o n it o rs  man ag em en t a c t io n  on  i t s  a u d i t  re co m m en d a tio n s . The  
a u d it s  a re  e x a m in a t io n s  o f  s e le c te d  books and re c o rd s  o f  IBRD 
and i t s  a f f i l i a t e s .  F or th e  m ost  p a r t ,  th e s e  e x a m in a ti o n s  
c o n c e n tra te  on  f i n a n c ia l  and a d m in is t r a t iv e  m a t te r s .  P r im a ry

-  in t e r e s t  i s  on  th e  v a l i d i t y  o f  f i n a n c ia l  re c o rd s  and r e p o r ts
and on  th e  p r o t e c t io n  o f  a s s e ts .  The in t e r n a l  a u d i to r s  do  n o t  
re v ie w  th e  books and re c o rd s  o f  b o rro w e rs  and do  n o t f u n c t io n  as  
a d e ta c h e d  c e n t r a l  p o in t  f o r  in v e s t ig a t in g  a ll e g e d  i r r e g u l a r i t i e s  
IAD i s  a r e l a t i v e l y  m odest  o p e ra t io n  c o n s id e r in g  th e  s iz e  o f  th e  
B a n k 's  o p e r a t io n s .  C u r r e n t ly  IAD  has 16 p o s i t io n s — 9 p ro fe s 
s io n a l ,  5 a s s is t a n t  p r o f e s s io n a l ,  and 2 s e c r e t a r ia l .  A l l  th e  
p ro fe s s io n a ls  a re  c e r t i f i e d  o r  c h a r te re d  a c c o u n ta n ts  in  t h e i r  c o u n t r ie s .

To d is c h a rg e  i t s  r e s p o n s i b i l i t i e s ,  IAD d e v e lo p s  an  
a n n u a l a u d i t  p ro g ra m . P la n n in g  i s  do ne  w i t h in  th e  fr am e w o rk  
o f  a m u l t iy e a r  p la n  w h ic h  c o n te m p la te s  a 3 -y e a r  c y c le  f o r  
a u d i t  o f  f i e l d  o f f i c e s  and y e a r ly  a u d i t s  o f  th e  in v e s tm e n t 
p o r t f o l i o  and la r g e  ca sh  h o ld in g s .  The p ro g ra m  f o r  197 9 
p ro p o se s  27 a u d i t s .  IAD is s u e d  14 r e p o r t s  in  FY 1976, 21 
r e p o r t s  in  FY 1977 , and 22 r e p o r t s  in  FY 1978.

The ty p e  o f  co ve ra g e  c u r r e n t ly  b e in g  e f fe c te d  by  IAD 
ca n be  se en fr om  th e  f o l lo w in g  r e c a p i t u la t io n  o f  r e p o r t s  is s u e d  in  FY 1978:

Nu mber o f
S u b je c t  M a t te r  o f  C overa ge R e p o rts  Is s u e d

R evie w s o f  F ie ld  O f f ic e s  ---------------------------------- 7
Leave , T r a v e l,  and O th e r S t a f f  B e n e f it s  —  6
C ash, In v e s tm e n ts ,  and O th e r A s s e ts  -------------- 4
C om pute r O p e ra t io n s  -------------------------------------------- 2
P ro gra m  A c t i v i t i e s  ----------------------------------------------  2
A d m in is t r a t iv e  B udget ---------------------------------------- 1

22

79



102

In  g e n e r a l ,  e a c h  i n t e r n a l  a u d i t  r e p o r t  i s  s e n t  to  th e  
o f f i c e  a u d i t e d .  C o p ie s  a r e  d i s t r i b u t e d  to  a l i m i t e d  nu mbe r o f  
o t h e r  ba nk o f f i c e s  on  w h at  r o u g h ly  m ig h t be te rm ed  a n e e d -to -k n o w  
b a s i s .  IAD  d o e s  n o t se n d c o p i e s  to  th e  E x e c u t iv e  D i r e c t o r s  b u t 
th e  J o i n t  A u d it  C om m it te e o f  th e  B oa rd  d o e s  r e v ie w  s e l e c t e d  
c o p i e s  ( u s u a l l y  tw o r e p o r t s  p e r  y e a r )  t o  s a t i s f y  i t s e l f  on  IA D’ s 
p e r fo r m a n c e . One c o p y  o f  e a c h  IAD a u d i t  r e p o r t  i s  g iv e n  t o  th e  
e x t e r n a l  a u d i t o r s  f o r  t h e i r  u se  in  r e v ie w in g  and co m m en ting upo n 
th e  i n t e r n a l  a u d i t  f u n c t i o n .

Th e i n t e r n a l  a u d i t  r e p o r t s  is s u e d  in  FY 19 78 a p p e a r  
t o  b e  m e a n in g fu l,  n e c e s s a r y ,  an d c o n s i s t e n t  w it h  IAD f u n c t i o n a l  
r e s p o n s i b i l i t i e s .  Th e I n v e s t i g a t i v e  S t a f f  exam in ed  a r e p r e 
s e n t a t i v e  sa m p le  o f  a u d i t  r e p o r t s  o f  i t s  own s e l e c t i o n  an d 
fo und the m t o  be  o f  go od  q u a l i t y .

As  p r e v i o u s l y  n o te d , th e  i n t e r n a l  a u d i t  c o v e r a g e  
g e n e r a l l y  i s  d i r e c t e d  p r i m a r i l y  to w ard  f i n a n c i a l  an d a d m in is 
t r a t i v e  m a t t e r s .  I t  i s  b e l i e v e d  th e  Ba nk  w ould  be b e t t e r  
s e r v e d  i f  a u d i t  c o v e r a g e  w as  e xp an d ed  th ro u g h  g r e a t e r  em p h a sis  
on  o p e r a t i o n a l  a u d i t i n g  and th ro u g h  s e l e c t e d  a u d i t s  o f  b o rro w e r 
p e r fo r m a n c e .

Ne ed  f o r  G r e a t e r  O p e r a t io n a l  A u d it in g

The tr e n d  in  i n t e r n a l  a u d i t i n g  in  r e c e n t  y e a r s  h a s been  
t o  p e r fo rm  mor e o p e r a t i o n a l  a u d i t s  t h a t  g o  in t o  p ro gra m  and  
m an ag em en t s u b s ta n c e  in  a d d i t i o n  t o  s t r a i g h t  f i n a n c i a l  c o v e r a g e .  
O p e r a t io n a l  a u d i t in g  e x a m in e s  a w id e  v a r i e t y  o f  m an ag em en t 
c o n t r o l s  o v e r  o p e r a t i o n s  and  r e s o u r c e s  to  a s c e r t a i n  i f  th e y  
a r e  f u n c t io n in g  p r o p e r ly  an d e f f e c t i v e l y .  In  d o in g  s o ,  o p e r a 
t i o n a l  a u d i t i n g  i s  d i r e c t e d  to w a rd  a p p r a is in g  p e rfo rm a n c e  an d 
e v a l u a t i n g  e f f i c i e n c y ,  eco n o m y, an d e f f e c t i v e n e s s .  F or e x a m p le , 
i t  m ig h t q u e s t io n  c o s t l y  o r  i n e f f i c i e n t  p o l i c i e s  an d p r o c e d u r e s ,  
i n o r d in a t e  d e l a y s ,  d u p l i c a t i o n  o r  o v e r la p p in g  e f f o r t s ,  o v e r -  
s t a f f i n g ,  f a u l t y  b u y in g  p r a c t i c e s ,  p e rfo rm a n c e  o f  w ork  o f  l i t t l e  
b e n e f i t  o r  p u r p o s e , in a d e q u a te  w ork  p e r fo r m a n c e , d e c is io n m a k in g  
w e a k n e s s e s , e t c .

IAD h a s  don e som e o f  t h i s  ty p e  o f  a u d i t i n g .  I t s  r e c e n t  
" A u d it  o f  Ba nk  Loans -  P r o j e c t  S u p e r v is io n "  f o r  a s p e c i f i c  
g e o g r a p h ic  a r e a  i s  an  i l l u s t r a t i o n  o f  a b r o a d e r  s c a l e  r e v ie w  
t h a t  g o e s  beyon d f i n a n c i a l  a u d i t i n g  and in t o  o p e r a t i o n a l  m a t t e r s .

Th e W or ld  Ba nk  d o e s  n o t  h a v e  a d e p a rtm e n t t h a t  m ak es  
r e g u l a r  r e v ie w s  o f  an  e n t i r e  d e p a rtm e n t o r  f u n c t io n  t o  a p p r a is e  
i t s  e f f i c i e n c y  an d e f f e c t i v e n e s s  an d to  i d e n t i f y  o p e r a t i o n a l  
w e a k n e s s e s  t h a t  may e x i s t  w h ic h  h a v e  n o t r e c e i v e d  a d e q u a te  
m an ag em en t a t t e n t i o n .  IAD w ould  be a n a t u r a l  d e p a rtm e n t f o r  
e s t a b l is h m e n t  o f  su ch  p r o c e d u r e .

*
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Need f o r  I n t e r n a l  A u d i t s  o f  P r o j e c t  E x e c u ti o n

IAD d o e s  n o t  c o n d u c t  a u d i t s  o f  th e  p r o j e c t  im ple m en 
t a t i o n  a c t i v i t i e s  c a r r i e d  on  by  b o r ro w e rs  o r  t h e i r  e x e c u t in g  
a g e n c ie s .  The p u rp o s e  o f  su c h  a u d i t s  w ould  be  to  s e e  i f  th e  
b o rro w e r  i s  u s in g  th e  fu n d s  in  a c c o rd a n c e  w i th  th e  te rm s  o f  th e  
a g re e m e n t a n d , a t  t h e  same t im e ,  c o u ld  en co m p ass r e v ie w  o f  th e  
a d e q u a c y  o f  b an k  s u p e r v i s i o n  o v e r  p r o j e c t  e x e c u t io n  w h i le  th e  
p r o j e c t  i s  o n g o in g . As w i l l  be c o v e re d  in  th e  n e x t  s u b s e c t io n  
o f  t h i s  s e c t i o n  o f  th e  r e p o r t ,  th e  e v a l u a t i o n  p r o c e s s  i s  a f t e r  
c o m p le ti o n  o f  th e  p r o j e c t  an d i s  n o t  an  a u d i t  o f  u se  o f  f u n d s .  
W h il e  a p r o j e c t  i s  o n g o in g , th e  IBRD r e l i e s  up on  th e  p r o j e c t

> s u p e r v i s i o n  m is s io n s  an d s u b m is s io n  o f  a n n u a l f i n a n c i a l - s t a t e m e n t
a u d i t s  by  th e  b o r r o w e r s ,  n e i t h e r  o f  w h ic h  n o rm a l ly  c o n s t i t u t e  
an  a c c o u n t in g  o f  u se  o f  th e  Ba nk  fu n d s  d u r in g  im p le m e n ta t io n  
o f  th e  p r o j e c t .  Such  an  a u d i t  p r o c e d u r e  wou ld  te n d  to  d i s c l o s e  
o p e r a t i n g  i n e f f i c i e n c i e s ,  o v e r b u y in g ,  o v e r p r i c i n g ,  n o n d e l iv e r y ,

.  d i v e r s i o n s ,  an d s i m i l a r  m a t t e r s ,  many o f  w h ic h  a r e  n o t  u n u s u a l
in  t h e  e x e c u t io n  o f  l a r g e - s c a l e  d e v e lo p m e n t p r o j e c t s .  One Bank  
o f f i c i a l  co m m en te d t h a t  w here  a p r o j e c t  i s  a l l  o r  m a in ly  l o c a l  
c o s t s ,  t h e r e  i s  r e a l l y  no  way f o r  th e  Bank  t o  c o n t r o l  o r  g u a rd  
s a t i s f a c t o r i l y  a g a i n s t  c o r r u p t i o n .  In  s u g g e s t in g  a need  f o r  
e x p a n s io n  o f  th e  i n t e r n a l  a u d i t  o p e r a t i o n  to  encom pass  p r o j e c t  
a u d i t s  d u r in g  im p le m e n ta t io n ,  i t  i s  r e c o g n iz e d  t h a t  p r a c t i c a l  
d i f f i c u l t i e s  a r e  p r e s e n t e d .  I t  w ould  me an e n la rg e m e n t  o f  Bank  
a u d i t  s t a f f  an d a m e th o d o lo g y  d e v is e d  w h e re u n d e r  b o r r o w e r s ' 
b o o k s  o f  a c c o u n t  m a in ta in e d  in  a l o c a l  la n g u a g e  an d u t i l i z i n g  
in d ig e n o u s  b o o k k e e p in g  p r o c e d u r e s  c o u ld  be e f f e c t i v e l y  a u d i t e d .  
H ow ev er , r e q u ir e m e n t  f o r  l o c a l  a u d i t i n g  an d a c c o u n t in g  f o r  th e  
u se  o f  p r o j e c t  f u n d s , w i th  s e l e c t i v e  s u p e r v i s o r y  a c t i v i t y  by  
i n t e r n a l  a u d i t o r s  o f  t h e  B an k, w ould  go a lo n g  way  to w ard  
m e e ti n g  th e  p ro b le m  w i th  d e t e r r e n t  and  a c t u a l  b e n e f i t s  from  
th e  s t a n d p o in t  o f  th e  B a n k 's  a c c o u n t a b i l i t y .

3 . E v a lu a t io n

The  O p e r a t io n s  E v a lu a t io n  D e p a rtm e n t (OED) c o n d u c ts  
in d e p e n d e n t  r e v ie w s ,  on  a s e l e c t e d  b a s i s ,  o f  o p e r a t i o n a l  
p ro g ram s an d a c t i v i t i e s  t o  d e te r m in e  w h e th e r  th e  o b j e c t i v e s  
o f  th e  p ro g ra m s a r e  b e in g  r e a l i z e d  an d how th e y  m ig h t be  ma de  
m or e e f f e c t i v e ,  e f f i c i e n t ,  an d r e s p o n s iv e  to  th e  n e e d s  an d 
c o n c e r n s  o f  mem be r g o v e rn m e n ts . Th e m ai n e f f o r t  i s  a sy s te m  
o f  p o s t  e v a l u a t i o n s  o f  p r o j e c t s  u n d e r  w h ic h  th e  p r o j e c t  
s u p e r v i s i o n  p e r s o n n e l  p r o v id e  p r o j e c t  c o m p le ti o n  r e p o r t s  to  
w h ic h  OED a d d s  i t s  i n p u t ,  p r i m a r i l y  in  th e  fo rm  o f  o v e r a l l  
r e v ie w  an d o b s e r v a t i o n s ,  on  th e  p r o j e c t ’ s  s u c c e s s  o r  f a i l u r e  
an d in  d ra w in g  a t t e n t i o n  to  an y l e s s o n s  o f  w id e r  r e le v a n c e

* t h a t  e m erg e .

OED i s  a d e ta c h e d  e v a l u a t i o n  g ro u p  w i th o u t  o p e r a t i n g  
r e s p o n s i b i l i t i e s .  I t  i s  h ead ed  by  a D i r e c t o r  G e n e ra !  ( r a n k  
e q u iv a l e n t  t o  a V ic e  P r e s i d e n t )  who i s  n o m in a te d  by  th e
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P r e s i d e n t  an d ap p ro v ed  by  th e  E x e c u ti v e  D i r e c t o r s .  He h a s  a 
re n e w a b le  te rm  o f  5 y e a r s  an d i s  i n e l i g i b l e  f o r  s u b s e q u e n t  
w or k on th e  m an ag em en t s t a f f  o f  th e  Ba nk  e x c e p t  in  u n u su a l 
c i r c u m s ta n c e s .  He i s  re m o v a b le  o n ly  by  th e  E x e c u ti v e  D i r e c t o r s .  
Th e IBRD ’ s o r g a n i z a t i o n a l  c h a r t  o f  J u l y  19 78  sh ow s OED a s  a 
b lo c k  b e n e a th  t h e  P r e s i d e n t  b u t  r e p o r t i n g  on  d o t t e d  l i n e s  to  
b o th  th e  E x e c u ti v e  D i r e c t o r s  an d th e  P r e s i d e n t .

As o f  A u g u st 1978, OED ha d a s t a f f  o f  22 p r o f e s s i o n a l s ,
2 r e s e a r c h  a s s i s t a n t s  an d 16 s u p p o r t  p o s i t i o n s .  A l l  p o s i t i o n s  
w er e f i l l e d  e x c e p t  one p r o f e s s i o n a l  an d o n e  r e s e a r c h  a s s i s t a n t .  
OED 's p r o f e s s i o n a l  s t a f f i n g  h a s  a h eavy  c o n c e n t r a t i o n  o f  p e o p le  
w it h  b a c k g ro u n d s  in  e co n o m ic s  an d p r i o r  b ank  e x p e r i e n c e .  OED 
d o e s  n o t  c o n d u c t r e v ie w s  o f  IFC  p r o j e c t s  w hic h  a r e  o f  a 
c o n s id e r a b ly  d i f f e r e n t  ty p e  th a n  th e  IBRD an d IDA p r o j e c t s  
i t  e v a l u a t e s .  As p r e v io u s ly  n o t e d ,  an  e v a l u a t i o n  sy s te m  f o r  
IFC i s  c u r r e n t l y  b e in g  d e v e lo p e d .

R e p o r ts  i s s u e d  o v e r  th e  p a s t  3 y e a r s  show  th e  f o l lo w in g :

Typ e o f  R e p o r t FY 1976 FY 1977 FY 1978

P r o j e c t  A u d i t s --------------------------------------- 68 113  124
E v a lu a t io n  S tu d i e s  -------------------------------  1 3 3
P o l i c y  R ev ie w s, F o ll o w u p  C lo s in g

R e p o r ts , an d A nnual  R ev ie w s
Sum m ar iz in g  OED 's W o rk --------------------  4 __ 2 __ 2

73 118 129

The t h r e e  e v a l u a t i o n  s t u d i e s  c o m p le te d  in  FY 19 78  w er e 
on  (a )  b u i l t - i n  p r o j e c t  m o n i to r in g  an d e v a l u a t i o n — f i r s t  r e v ie w , 
(b ) th e  r o l e  an d u se  o f  c o n s u l t a n t s  in  b a n k - f in a n c e d  p r o j e c t s ,  
an d (c )  th e  a g r i c u l t u r e  p ro g ra m  in  I n d o n e s i a — a s e c t o r  r e v ie w .

As can  be  se e n  fr om  th e  ab ove t a b u l a t i o n ,  OED sp e n d s  
th e  g r e a t e s t  p o r t i o n  o f  i t s  e f f o r t s  (6 0 p e r c e n t  o f  man po wer  
e f f o r t s )  p ro d u c in g  p r o j e c t  p e r fo rm a n c e  a u d i t  r e p o r t s  (PPARs) 
w h ic h  a r e  re v ie w s  an d a n a ly s e s  o f  e a c h  p r o j e c t ,  c o n d u c te d  
a b o u t  1 y e a r  a f t e r  th e  p r o j e c t  i s  c o m p le te d , f o r  th e  p u rp o se  
o f  o b t a in in g  an  o v e r a l l  c o n c lu s io n  on  th e  p r o j e c t ' s  s u c c e s s  
o r  f a i l u r e  in  r e l a t i o n  t o  p la n n e d  o b j e c t i v e s  an d t o  dra w  
a t t e n t i o n  to  an y l e s s o n s  l e a r n e d  o f  w id e r  r e l e v a n c e .  Th e PPAR 
s te m s from  a t h r e e - t i e r e d  e f f o r t ,  i . e . ,  ( a )  th e  p r o j e c t  co m ple 
t i o n  r e p o r t  f o r  w hic h  th e  p r o j e c t  o f f i c e r  o f  th e  a p p r o p r i a t e  
r e g io n a l  d e p a r tm e n t  i s  r e s p o n s i b l e ,  ( b)  th e  b o r r o w e r 's  in p u t ,  
an d (c )  th e  OED a n a l y s i s .

In  i t s  f o u r t h  a n n u a l  re v ie w  o f  PPAR r e s u l t s ,  OED 
r e p o r t e d  in  A u gust  1978 on  109 p r o j e c t s  t o t a l i n g  $ 8 .5  b i l l i o n .  
P e r t h i s  r e c e n t  r e p o r t ,  t h e  b o r ro w e rs  re sp o n d e d  on  45  p e r c e n t
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o f  th e  ca se s  in  th e  re v ie w  and OED s t a f f  v i s i t e d  p r o je c t  
s i t e s  on  a b o u t 42 p e rc e n t  o f  th e  c a s e s . The p r o je c t  e v a lu a t io n  
sys te m  is  a c o o rd in a te d  e f f o r t  in v o lv in g  in p u ts  by th e  r e g io n a l 
s t a f f s ,  th e  c e n t r a l  p r o je c t s  s t a f f ,  th e  b o r ro w e rs ,  and th e  
OED e v a lu a to r s .  A nu mbe r o f  p ro g r e s s iv e  s te p s  have  be en  ta k e n  
to  a s s u re  a go od  u s e fu l p ro d u c t  f o r  a c c o u n t a b i l i t y  p u rp o s e s  
an d f o r  a p p ro p r ia te  fe e d b a c k  in t o  th e  s y s te m . The J o in t  A u d it  
C om m it te e  ha s fo u nd  th e  sys te m  a d e qu a te  th o u g h  i t  has r e g is te r e d  
c r i t i c i s m s  o f  s e le c te d  r e p o r t s .

W it h in  th e  B ank, OED s e rv e s  th e  c o n c e rn s  o f  b o th  manage
m ent and th e  Board  o f  E x e c u t iv e  D i r e c t o r s .  O cca s io n s  w ere  n o te d

t  when OED has be en  d i l a t o r y  in  re s p o n d in g  to  re q u e s ts  o f  th e
E x e c u t iv e  D ir e c to r s  f o r  s p e c ia l s tu d ie s .  One fo rm e r Ba nk  
o f f i c i a l  th o u g h t t h a t  OED 's re v ie w s  w ere  m or e b e n e f ic i a l  to  
man ag em en t th a n  th e  B o a rd . A n o th e r  th o u g h t t h a t  OED was 
in u n d a t in g  th e  Board  w i t h  to o  many w o rd s , to o  much d e t a i l ,  
n o t  enoug h o f  th e  r i g h t  s u b je c t  m a t te r ,  and n o t en ou gh  s p e c i f i c  
re co m m en d a tio n s  s u i t a b le  f o r  B oard  c o n s id e r a t io n  in  te rm s  o f  
im p ro v in g  th e  B ank. I t  a p p e a rs  t h a t  th e  E x e c u t iv e  D ir e c to r s  
w ou ld  be b e t t e r  s e rv e d  i f  OED d e v o te d  le s s  o f  i t s  t o t a l  e f f o r t  
to  th e  p o s t  e v a lu a t io n s  o f  each and e v e ry  lo a n  p r o je c t  an d more  
t o  b ro ad  re v ie w s  o f  how  w e l l  man ag em en t p e r fo rm s  i t s  r e s p o n s i
b i l i t i e s  and a c c o m p li s h e s  i t s  o v e r a l l  o b je c t iv e s .  Su ch  b ro adened  
OED c o v e ra g e , c o u p le d  w i th  in c re a s e d  o p e r a t io n a l a u d i t in g  by  IA D, 
w ou ld  g iv e  s e n io r  o f f i c i a l s  m or e co m p re h e n s iv e  re v ie w  and e v a lu 
a t io n  c o v e ra g e , b e t t e r  and q u ic k e r  i d e n t i f i c a t i o n  o f  o p e ra t in g  
d e f ic ie n c ie s  and p o t e n t ia l  w eaknesses , and b e t t e r  in s ig h t s  in t o  
new p ro g ra m  t re n d s  in  r e l a t i o n  to  s u c c e s s fu l d e ve lo p m e n t 
a c c o m p li s h m e n ts . Su ch  re v ie w s  w ou ld  a ls o  g iv e  th e  Board  an 
o b je c t iv e  v ie w  on how w e l l  d i f f e r e n t  d e p a r tm e n ts  o f  th e  Ba nk  
a re  f u n c t io n in g .  OED r e c e n t ly  ha s u n d e r ta k e n  th re e  re v ie w s  
o f  a b ro a d e r  ty p e — i . e . ,  re v ie w s  o f  p r o je c t  s u p e r v is io n ,  
p r o je c t  im p le m e n ta t io n ,  and p ro c u re m e n t.

W it h  r e s p e c t  to  OED 's p o s t  e v a lu a t io n  o f  lo a n  p r o je c t s ,  
th e  p r a c t ic e  o f  m ak in g  such  e v a lu a t io n s  o n ly  a f t e r  c o m p le t io n  
o f  p r o je c t s  and a p p ly in g  them  u n iv e r s a l l y  t o  a l l  p r o je c t s  has 
l im i t a t io n s * .  Orte- i s  t h a t  a num ber o f  y e a rs  e la p s e s  (a  p r o je c t  
may ta k e  3 -6  y e a rs  to  c o m p le te )  b e fo re  th e  Ba nk  ca n s t a r t  to  
a d ju s t  new  p r o je c t  a c t i v i t y  f o r  le s s o n s  le a rn e d .  A n o th e r  i s  
t h a t  su ch  e v a lu a t io n s  do n o t  p ro v id e  any m e a n in g fu l o p p o r
t u n i t y  to  h i g h l i g h t  and ove rc om e p ro b le m s  and is s u e s  on  a 
t im e ly  b a s is  d u r in g  p r o je c t  e x e c u t io n .  I l l u s t r a t i v e  o f  th e s e  
l im i t a t i o n s  i s  th e  f a c t  t h a t  th e  a n n u a l su mmary o f  PPAR 
r e s u l t s  is s u e d  in  A u g u s t 1978 in d ic a te s  t h a t  no ne  o f  th e  ne w- 
s t y le  p r o je c t s  in  r u r a l  and u rb a n  d e v e lo p m e n t,  to u r is m ,  o r

*. p o p u la t io n  w ere  in c lu d e d  in  th e  r e v ie w .  A ls o ,  i t  i s  p o s s ib le
t h a t  th e  B a n k 's  d a y - to - d a y  p r o je c t  s u p e rv is io n  e f f o r t s  in  
th e s e  n e w -s ty le  p r o je c t s  may n o t  be  a d e q u a te ly  c o p in g  w i t h  
c u r r e n t  p ro b le m s . A p p r a is a ls  o f  s e le c te d  p r o je c t s  d u r in g  
e x e c u t io n  w ou ld  have  c o n s id e ra b le  b e n e f i t s  to  th e  Ba nk  an d to
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th e  b o r r o w e r .  Th e p ro gra m m in g  o f  su c h  r e v ie w s  c o u ld  bec o o r d in a te d  w i th  any  IAD p la n n e d  i n t e r n a l  a u d i t s  o f  p r o j e c t  a c t i v i t y  t o  a v o id  d u p l i c a t i v e  e f f o r t s .

Th e r e q u i r e m e n t  f o r  PPAR c o v e ra g e  f o r  e v e r y  c o m p le te d  p r o j e c t  r a i s e s  q u e s t i o n s  o f  c o s t - b e n e f i t  r a t i o .  Th e P r e s i d e n t  an d som e m em be rs  o f  th e  B oar d f e e l  t h a t  10 0 p e r c e n t  c o v e ra g e  i s  im p o r ta n t  in  te rm s  o f  a c c o u n t a b i l i t y  t o  mem be r c o u n t r i e s .  H ow ev er , r e d u c e d  OED p r o j e c t  e v a l u a t i o n  c o v e ra g e  w ou ld  f r e e  s t a f f  f o r  th e  b r o a d e r  m an ag em en t r e v ie w s  an d may be  s u f f i c i e n t  i f  ( a )  th e  r e g io n s  c o n t in u e  to  i s s u e  p r o j e c t  c o m p le ti o n  r e p o r t s  on e v e r y  c o m p le te d  p r o j e c t ,  (b ) e a c h  r e g io n  i s  h e ld  a c c o u n ta b le  f o r  f r a n k  a p p r a i s a l s  on p r o j e c t  a c c o m p li s h m e n ts  in  r e l a t i o n  t o  o b j e c t i v e s ,  an d (c )  OED p e r fo rm s  s e l e c t i v e  p r o j e c t  e v a l u a t i o n s  a s  w e l l  a s  r e v ie w in g  e a c h  r e g i o n ’ s  p e r fo rm a n c e  in  p r e p a r in g  b a la n c e d  p r o j e c t  c o m p le ti o n  r e p o r t s .

A q u a n t i t y  o f  PPARs w ere  re v ie w e d  by th e  I n v e s t i g a t i v e  S t a f f  in  th e  c o u r s e  o f  th e  s tu d y .  The r e p o r t s  a r e  c a r e f u l ,  w e l l - w r i t t e n  d o c u m e n ts  w hic h  r e p o r t  on  th e  p r o j e c t  e x p e r ie n c e  k n o w le d g e a b ly  an d in  p e r s p e c t i v e .  The r e p o r t  l a n g u a g e , h o w e v e r,  i s  so  m ute d  an d d ip lo m a t i c  in  to n e  an d c r i t i c a l  co m m en ts  so  r e c o n d i t e  t h a t  i t  i s  d i f f i c u l t  t o  come  t o  g r i p s  w i th  th e  a c t u a l  c o n d i t i o n s  b e in g  r e p o r t e d .  One Ba nk  o f f i c i a l  s a id  t h a t  th e  la n g u a g e  u se d  in  th e  r e p o r t s  i s  o f  an  a m e l io r a t i n g  n a t u r e ,  p r i m a r i l y  t o  a v o id  b e in g  u n n e c e s s a r i l y  o f f e n s i v e  t o  a me mb er c o u n tr y  o r  t o  i t s  r e p r e s e n t a t i v e  on  th e  B o a rd . A fo rm e r o f f i c i a l  o b s e rv e d  t h a t  som e " h a r d - h i t t i n g "  r e p o r t s  h av e  been  s u b m itt e d  b u t  m o st a r e  "m u sh y ."  I t  a p p e a r s  t h a t  so  mu ch e m p h a s is  i s  p la c e d  on  m ak in g  a r e p o r t  p a l a t a b l e  t o  o ne  o r  m or e r e a d e r s  t h a t  th e  r e a l  f i n d i n g s  m ig h t be  c o v e re d  u p , o b s c u r e d ,  r a t i o n a l i z e d ,  o r  o b f u s c a t e d .

A f u r t h e r  p e c u l i a r i t y  o f  th e  p r e s e n t  a p p ro a c h  i s  t h a t  th e  OED D i r e c t o r  G e n e ra l  i s  c h a rg e d  w ith  a p p r a i s i n g  th e  B a n k 's  o p e r a t i o n  e v a l u a t i o n  sy s te m  an d r e p o r t i n g  on  i t s  a d e q u a c y . In  e f f e c t ,  t h e  e v a l u a t o r  i s  b e in g  a sk e d  t o  r e p o r t  on  how w e l l  h i s  e v a l u a t i o n  w or k i s  g o in g .

A l l  o f  th e  f o r e g o in g  c i r c u m s ta n c e s  s u g g e s t  th e  need  t o  ta k e  a n o th e r  lo o k  a t  th e  a p p ro a c h  t o  r e v ie w  an d e v a l u a t i o n  in  th e  B ank . I t  a p p e a r s  t o  th e  I n v e s t i g a t i v e  S t a f f  t h a t  e i t h e r  t h e  d u a l  r o l e  o f  OED 's s e r v i c e  t o  b o th  m an ag em en t an d th e  E x e c u ti v e  D i r e c t o r s  sh o u ld  be  re m ov ed  so  t h a t  i t  i s  r e s p o n s iv e  s o l e l y  t o  th e  B oa rd  o r  t h a t  th e  B oar d s h o u ld  h a v e , w i th in  i t s  own s e c r e t a r i a t ,  a r e v ie w  an d e v a l u a t i o n  g ro u p  to  a s s e s s  Ba nk  o p e r a t i o n s  an d m an ag em en t e f f e c t i v e n e s s .  Such  a g ro u p  w ou ld  r e p o r t  up on  w h e th e r  (a )  m an ag em en t i s  c a r r y i n g  o u t  i t s  o p e r a t i n g  f u n c t i o n s  p r o p e r l y ,  p u r s u a n t  t o  d e le g a t e d  a u t h o r i t y ,  an d a s  e f f i c i e n t l y  an d e f f e c t i v e l y  a s  p o s s i b l e ;(b )  th e  Ba nk  g e n e r a l l y  i s  a c c o m p lis h in g . i t s  o b j e c t i v e s ;  an d(c )  m an ag em en t’ s  d e ta c h e d  i n t e r n a l  a u d i t  an d e v a l u a t i o n
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a c t i v i t i e s  a r e  a d e q u a te .  Th e g r o u p 's  wor k w ould  a l s o  be  
h e lp f u l  to  t h e  J o i n t  A u d it  C om m it te e  in  c a r r y i n g  o u t  i t s  r o l e .

4 . O v e r s ig h t  F u n c t io n s  o f  E x e c u ti v e  D i r e c t o r s

In  1 9 7 0 , th e  E x e c u ti v e  D i r e c t o r s  e s t a b l i s h e d  a J o i n t  
A u d i t  C om m it te e  (JA C)  t o  m a in ta in  v i g i l a n c e  o v e r  th e  s o u n d n e s s  o f  th e  B a n k 's  f i n a n c i a l  p r a c t i c e s  an d p r o c e d u r e s .  I t s  
p r i n c i p a l  r e s p o n s i b i l i t i e s  a r e  d e a l i n g  w i th  an d n o m in a ti n g  
t h e  e x t e r n a l  a u d i t o r s ,  m e e ti n g  w it h  s e n i o r  f i n a n c i a l  o f f i c e r s  
t o  i n s u r e  t h a t  f i n a n c i a l  m a t t e r s  a r e  c o n d u c te d  p r o p e r l y ,  an d s a t i s f y i n g  i t e l f  a s  to  th e  a d eq u a cy  o f  b o th  th e  i n t e r n a l  a u d i t  
p ro g ra m  an d th e  o p e r a t i o n s  e v a l u a t i o n  p ro g ram .

The JAC c o n s i s t s  o f  s i x  E x e c u ti v e  D i r e c t o r s  a p p o in te d  by  th e  B oar d  f o r  a te rm  o f  2 y e a r s .  D u ri n g  FY 19 78  i t  m et  
a p p r o x im a te ly  m o n th ly . Th e w or k o f  th e  JAC wa s f a c i l i t a t e d  
by  i t s  u se  o f  t h r e e  su b c o m m it te e s  w h ic h  d id  p r e l i m in a r y  re v ie w  
w ork  on  som e o f  th e  d o c u m e n ts  an d r e p o r t s  t h a t  came  to  th e  JA C.

The JAC i n d i c a t e s  t h a t  i t  g a v e  p r i o r i t y  to  s a t i s f y i n g  i t s e l f  t h a t  IB R D 's  o p e r a t i o n s  e v a l u a t i o n  an d i n t e r n a l  a u d i t  
w e re  a d e q u a te  an d e f f i c i e n t .  I t  c o n f e r r e d  w i th  th e  to p  
o f f i c i a l s  o f  e a c h  o r g a n i z a t i o n ,  re v ie w e d  t h e i r  a n n u a l work 
p ro g ra m s , t h e i r  p r o c e d u r e s  an d s t a n d a r d s ,  s a m p le s  o f  t h e i r  
r e p o r t s ,  an d th e  p r o g r e s s  o f  t h e i r  w o rk . W ith  r e s p e c t  to  
OED, th e  sam p le  was  24 PPARs and  one g e n e r a l  e v a l u a t i o n .
W it h  r e s p e c t  t o  IAD , th e  sa m p le  was  tw o i n t e r n a l  a u d i t  r e p o r t s .

In  O c to b e r  1978 , th e  JAC su m m ari zed  i t s  FY 19 78  
a c t i v i t y  in  a r e p o r t  to  th e  E x e c u ti v e  D i r e c t o r s .  Th e r e p o r t  
h i g h l i g h t s  ( a )  JAC c o n t a c t s  w i th  th e  e x t e r n a l  a u d i t o r s ,  (b ) i t s  g e n e r a l  c o n c lu s io n s  t h a t  th e  o p e r a t i o n s  e v a l u a t i o n  f u n c t io n  
and  th e  i n t e r n a l  a u d i t  f u n c t i o n  w ere  a d e q u a te  an d e f f i c i e n t ,
( c )  i t s  wor k on  th e  f i n a n c i a l  an d o p e r a t i o n a l  d a t a  book a s  a 
m ea ns o f  i n s u r i n g  an  a d e q u a te  fl o w  o f  f i n a n c i a l  in f o r m a t io n  
t o  th e  E x e c u ti v e  D i r e c t o r s ,  and  (d ) i t s  f e e l i n g  t h a t  t h e r e  
n e e d s  t o  be  c o n t in u e d  c o n s i d e r a t i o n  o f  th e  B a n k 's  p ro c e d u re  
f o r  a l l o c a t i n g  c u r r e n c i e s  among  b o r r o w e r s .  At  i t s  m e e ti n g  o f  
O c to b e r  3 1 , 1 9 78 , th e  E x e c u t iv e  D i r e c t o r s  e n d o r s e d  th e  c o n c l u s i o n s  an d re c o m m e n d a ti o n s  o f  th e  JAC r e p o r t .

In  th e  p r i o r  y e a r ,  O c to b e r  1 9 7 7 , JAC s i m i l a r l y  ma de  a r a t h e r  r o u t i n e  r e p o r t  to  th e  B oar d  c o v e r i n g ,  i n t e r  a l i a ,  th e  
re v ie w  o f  23 PPARs w it h  g e n e r a l  com m endat ory  re m a rk s  c o n c e r n in g  t h e  o v e r a l l  q u a l i t y  o f  OED 's wor k in  r e p o r t i n g  up on  th e  
s e l e c t e d  g ro u p  o f  p r o j e c t s .  T h is  r e p o r t  to  th e  B oar d was  a t  
some v a r ia n c e  w i th  th e  m em or an da  p r e p a r e d  by  th e  w o rk in g  g ro u p  
a p p o in te d  by  JAC t o  re v ie w  th e  PPARs in  t h a t  c o n s i d e r a b l e  
c r i t i c a l  co m m en ts  w ere  mad e t o  JAC by  t h a t  w o rk in g  g ro u p , su c h  a s :
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(a )  I n i t i a l  p r o j e c t  o b j e c t i v e s  ha d be en  o v e r l y  g e n e r a l  
o r  d i f f i c u l t  t o  a p p ly  in  m e a su rin g  p e r fo rm a n c e ;

(b ) Ban k o b j e c t i v e s  w ere  n o t  c l e a r l y  a r t i c u l a t e d  o r  
r e a l i s t i c a l l y  d e f i n e d ;

( c )  No ne  o f  th e  PPA Rs to o k  p a r t i c u l a r  a c c o u n t  o f  th e  
p e r c e p t i o n  o f  th e  b o rr o w e r  o f  th e  p r o j e c t ' s  s u c c e s s  
o r  f a i l u r e — th e  o n ly  b o rr o w e r  r e a c t i o n s  e x p r e s s e d  
w ere  th o s e  p o s i t i v e  to  th e  Ban k;

(d ) The  r a t e - o f - r e t u r n  a n a l y s i s  wa s u n s a t i s f a c t o r y ;

( e )  In  tw o o f  th e  p r o j e c t s ,  i n s t i t u t i o n - b u i l d i n g  
com p on en ts  o f  th e  lo a n s  w ere  l a r g e l y  u n s u c c e s s f u l ;

( f )  P ro c u rem en t d i f f i c u l t i e s  r e s u l t e d  in  a c o m p le t e ly  
u n s u c c e s s f u l  co m ponen t w it h  a l a r g e  in c r e a s e  in  th e  nu mbe r o f  l o c a l l y  p ro c u re d  e q u ip m e n t— th e  d i s a g r e e 
m en t b etw een  IDA an d th e  b o rr o w e r  o v e r  s o u r c e s  o f  
s u p p ly  w ere  n o t p r o v id e d  e i t h e r  by th e  P r o j e c t  
C o m p le tio n  R e p o rt o r  b y  th e  PPAR;

( g )  In  a PPAR in  w h ic h  i t  was  c o n c lu d e d  th e  b o rr o w e r  
c o u ld  c o n t in u e  s u c c e s s f u l l y  w it h o u t  f u r t h e r  h e lp  
o r  g u id a n c e  fr om  th e  B an k, tw o f u r t h e r  Ba nk  lo a n s  
w e re  made to  th e  sa me i n s t i t u t i o n ;

(h ) In  tw o PP AR s, no r e a s o n s  w ere  p r o v id e d  f o r  e x t e n d in g  
c l o s i n g  d a t e s  a n d / o r  c a n c e l l i n g  p o r t i o n s  o f  th e  lo a n ;

( i )  D e s p ite  i n i t i a l  d e t e r m in a t io n  t h a t  th e  p r o j e c t  was  
o f  d o u b t f u l  eco n o m ic  v i a b i l i t y ,  th e  Ba nk  se em s t o  h a v e  be co me in v o lv e d  in  th e  p r o j e c t  m o s t ly  du e to  
c o n s i d e r a b l e  p r e s s u r e  fr om  th e  l o c a l  g o v e rn m e n t;

( j )  N o tw it h s ta n d in g  s u p e r v i s i o n  v i s i t s  o f  se m ia n n u a l 
r e g u l a r i t y ,  s u p e r v i s i o n  re m a in ed  d e v o id  o f  th e  
p a r t i c u l a r  a t t e n t i o n  w a rra n te d  by  th e  d i f f i c u l t  
an d r i s k y  u n d e r ta k in g ;

(k )  Th e P r o j e c t  C o m p le tio n  R e p o rt sh ow ed  t h a t  s m a ll  
fa r m e r s  o b ta in e d  m ost  o f  th e  b e n e f i t s  from  th e  
p r o j e c t ,  w h e re a s  th e y  r e c e i v e d  o n ly  10 p e r c e n t  
o f  th e  p r o j e c t  fu n d s ;  an d

( l )  Th e B a n k 's  in v o lv e m e n t w it h  th e  b o rr o w e r  beyon d
p r o v id in g  f i n a n c i a l  a s s i s t a n c e  had  o n ly  a m a r g in a l •im p a ct d u r in g  th e  p e r io d  o f  th e  f i r s t  lo a n — i t
w o u ld  h ave  b een  h e l p f u l  i f  th e  PPAR d i s c l o s i n g  su ch
s i t u a t i o n  ha d b een  a v a i l a b l e  p r i o r  to  p r e s e n t a t i o n
an d a p p r o v a l o f  th e  se c o n d  lo a n .
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G iv e n  th e  n a tu re  o f  a m u l t i l a t e r a l  i n s t i t u t i o n ,  p o l i t i c a l  c o n s id e ra t io n s  in  c a r e f u l l y  s e le c t in g  la n g u ag e  f o r  r e p o r t in g  to  a v o id  g iv in g  anyo ne o f fe n s e  is  u n d e rs ta n d a b le .  Y e t ,  a c c o u n ta b i l i t y  p ro c e d u re s  s im p ly  do  n o t  w o rk  i f  th e  p la in  c r i t i c a l  
f in d in g s  a re  n o t p e rm it te d  to  c l e a r l y  s u r fa c e  so  t h a t  le s s o n s  le a rn e d  can  be a p p li e d  to  p o l ic y  cha n ge s .

C.  In te r -A m e r ic a n  D eve lo pm en t Ba nk

1 . G e n e ra l I n s t i t u t i o n a l  P ro c e d u re s

In  b ro a d  te rm s , ID B 's  sys te m  o f  man ag em en t c o n t r o ls  i s  s im i la r  to  t h a t  o f  th e  W o rl d  Ba nk  th o u g h  d i s t i n c t i v e  d i f f e r e n c e s  a p p e a r . Among them  a re  a g r e a te r  us e o f  r e s id e n t  f i e l d  o f f i c e s  (o ne in  each b o rro w e r  c o u n t r y ) , s u b m is s io n  o f  p ro posed  lo a n s  
to  th e  Board  o f  E x e c u t iv e  D ir e c to r s  p r i o r  t o  n e g o t ia t io n  o f  th e  lo a n ,  and a le v e l  o f  e v a lu a t io n  re v ie w s  a t ta c h e d  d i r e c t l y  to  th e  Board  o f  E x e c u t iv e  D ir e c to r s  a p a r t  fr om  man ag em en t re v ie w s

Th e o f f i c e  o f  th e  P re s id e n t  is  s u p p o r te d  by tw o a d v is o ry  o f f i c e s  ( E x te r n a l R e la t io n s  A d v is o r  and  C o n t r o l l e r ) ,  f o u r  p re d o m in a n t ly  e x e c u t iv e  d e p a r tm e n ts  (O p e ra t io n s ,  F in a n c e , P r o je c t  A n a ly s is ,  an d Eco nom ic  and S o c ia l D e v e lo p m e n t) , and fo u r  s u p p o r t  d e p a r tm e n ts  ( L e g a l,  A d m in is t r a t iv e ,  S e c r e t a r ia t ,  and P la n s  and P ro g ra m s ). The f i e l d  o f f i c e s  r e p o r t  to  th e  a p p ro p r ia te  r e g io n a l (g e o g ra p h ic )  d i v i s io n s  o f  th e  O p e ra t io n s  D ep a rt m e n t and  th e  
m o n it o r in g  and s u p e rv is io n  o f  lo a n  p r o je c t s  i s  a sha re d  re s p o n s i b i l i t y  be tw een  h e a d q u a r te rs  and f i e l d  s t a f f .

Lo an  p ro p o s a ls  a re  s u b m it te d  i n i t i a l l y  t o  th e  E x e c u t iv e  D ir e c to r s  f o r  d is c u s s io n  w it h  th e  Board  me mb ers  m e e ti n g  f i r s t  in  t h e i r  c a p a c it y  as a C om m it te e  o f  th e  W ho le  f o r  su ch p u rp o s e .In  th e  e v e n t t h a t  C om m it te e  r a is e s  q u e s t io n s  f o r  man ag em en t to  re sp o n d  to  o r  s u g g e s ts  m o d i f ic a t io n s ,  man ag em en t th e re u p o n  may w it h d ra w  th e  lo a n  in  o rd e r  to  l a t e r  re spond  to  th e  q u e s ti o n s  
r a is e d  as  w e l l  as  t o  c o n s id e r  any m o d i f ic a t io n s  p ro p o s e d .Ch an ge s o r  m o d i f ic a t io n s  su g g e s te d  by  th e  C om m it te e  o f  th e  W hole  may o r  may n o t  be  made by man ag em en t an d th e  p ro posed  lo a n  may o r  may n o t  be  u l t im a t e ly  p re s e n te d  to  th e  E x e c u ti v e  
D ir e c to r s  m e e ti n g  as  a Board  f o r  fo rm a l a p p ro v a l,  th o u g h  th e  v a s t  m a jo r i t y  o f  lo a n s  c o n s id e re d  by  th e  C om m it te e  o f  th e  
W ho le  a re  s u b s e q u e n t ly  c o n s id e re d  by th e  Board  f o r  fo rm a l a p p ro v a l.  I t  i s  th ro u g h  su ch  p ro c e d u re  t h a t  a U .S . v e to  o f  a s o f t  lo a n ,  u n d e r th e  Fund f o r  S p e c ia l O p e ra t io n s ,  ca n be  e f fe c te d  w i t h o u t  b e in g  re c o rd e d  as  a v e to ,  i . e . ,  by su ch  
s t ro n g  o b je c t io n  p re s e n te d  d u r in g  th e  m e e ti n g  o f  th e  C om m it te e  o f  th e  Who le  t h a t  man ag em en t w it h d ra w s  th e  lo a n  p ro p o s a l and does n o t  l a t e r  p re s e n t  i t  f o r  fo rm a l a p p ro v a l by th e  B o a rd .Su ch  o c c u rre n c e s  a re  r a r e  b u t  a ll o w  th e  fa c e -s a v in g  a s p e c t 
o f  a member c o u n tr y  n o t  p re s e n te d  w i th  fo rm a l r e j e c t io n  by th e  Board  o f  a lo a n  p ro p o se d  f o r  i t s  b e n e f i t .  A ls o ,  th e re  i s  no 
c le a r  re c o rd  o f  such in s ta n c e s  in asm uch as  re a s o n s  why  a lo a n
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o r i g i n a l l y  d i s c u s s e d  by  th e  C om m it te e  o f  th e  W ho le  d o e s  n o tl a t e r  a p p e a r  in  p r e s e n t a t i o n s  to  th e  B oa rd  a r e  n o t  r e c o rd e din  th e  m in u te s  o f  th e  m e e t in g s .

2 . I n t e r n a l  A u d it

Th e i n t e r n a l  a u d i t  f u n c t i o n  f o r  IDB i s  p e r fo rm e d  u n d e r th e  d i r e c t i o n  o f  an  A u d i to r  G e n e ra l who se  o f f i c e  i s  a p a r t  o f  th e  O f f i c e  o f  th e  C o n t r o l l e r .  In  IDB, th e  C o n t r o l l e r ' s  r o l e  i s  d i f f e r e n t  th a n  in  m ost  o r g a n i z a t i o n s .  H is  r e s p o n s i b i l i t i e s  a r e  l i m i t e d  to  t h r e e  f u n c t i o n s — th e  a u d i t o r  g e n e r a l  o p e r a t i o n ,  th e  o p e r a t i o n s  e v a l u a t i o n  a c t i v i t y ,  an d a m an ag em en t s e r v i c e se f f o r t .  The C o n t r o l l e r  h a s  no  r e s p o n s i b i l i t i e s  in  th e  a r e a s  *o f  b u d g e t in g ,  a c c o u n t in g ,  f i n a n c i a l  r e p o r t i n g ,  o r  d is b u r s e m e n ta p p r o v a l s .

Th e O f f i c e  o f  th e  A u d i to r  G e n e ra l i s  r e s p o n s i b l e  f o r  m a in ta in in g  a p ro gra m  o f  a u d i t  an d re v ie w  o f  b ank  a c t i v i t i e s ,  »in c lu d in g  a re v ie w  o f  th e  s u r v e i l l a n c e  b e in g  e x e r c i s e d  o v e rlo a n s  an d t e c h n i c a l  c o o p e r a t i o n .  I t s  m ai n  r o l e  i s  t o  a s c e r t a i n  t h a t  a d e q u a te  p ro c e d u re s  an d c o n t r o l s  e x i s t  to  s a f e g u a r d  ban k a s s e t s  a g a i n s t  l o s s ,  t o  a s s u r e  r e l i a b l e  a c c o u n ti n g  r e c o r d s  and r e p o r t s ,  an d to  m ax im iz e  th e  e f f i c i e n c y  an d ec on om y o f  bank  o p e r a t i o n s .  I t  c h e c k s  to  s e e  i f  th e  wor k o f  th e  d i f f e r e n t  u n i t s  i s  b e in g  p e rfo rm e d  in  a c c o rd a n c e  w i th  e s t a b l i s h e d  p o l i c i e s ,  i n s t r u c t i o n s ,  an d p r o c e d u r e s .  I t  a l s o  c o n d u c ts  a u d i t s  o f  th e  o t h e r  u n i t s  o f  th e  O f f i c e  o f  th e  C o n t r o l l e r .  I t  i s s u e d  22 a u d i t  r e p o r t s  in  1976 , 25 a u d i t  r e p o r t s  in  19 7 7 , an d 15 a u d i t  r e p o r t s  in  1 9 7 8 . In  IDB , th e  i n t e r n a l  a u d i t  r e p o r t s  a r e  n o t  s u p p l i e d  o r  a v a i l a b l e  to  th e  B oa rd  o f  E x e c u ti v e  D i r e c t o r s .

The I n v e s t i g a t i v e  S t a f f  r e q u e s te d  a r e p r e s e n t a t i v e  sa m p li n g  o f  i n t e r n a l  a u d i t  r e p o r t s  ( a s  ha d b een  s u p p l i e d  by th e  o t h e r  I F I s )  an d w ere  d e n ie d  th em  on  th e  p re m is e  t h a t  su ch  d o cu m en ts  a r e  n o t a v a i l a b l e  t o  th e  o f f i c e s  o f  th e  E x e c u ti v e  D i r e c t o r s .

A l i s t i n g  o f  th e  t i t l e s  o f  th e  a u d i t  r e p o r t s  i s s u e d  o v e r  t h e  l a s t  3 y e a r s  wa s s u p p l i e d  an d th e  n a tu r e  o f  th e  c o v e ra g e  o f  th e  25 a u d i t  r e p o r t s  i s s u e d  in  1977  m ig h t be  b ro k e n  down in to  th e  fo l lo w in g  c a t e g o r i e s :
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C a t e g o r y  R e p o r ts

R e v ie w s o f  r e s i d e n t  o f f i c e s ,  
i n c lu d in g  h e a d q u a r te r s
su p p le m e n ts  t h e r e t o  ---------------------------------- 12

C o n f i d e n t i a l  s p e c i a l  i n v e s t i g a t i o n s  --------  4
F i n a n c i a l ,  r e c o n c i l i a t i o n s ,  e t c .  -------------  3
P h y s i c a l  p r o p e r t y ,  a d m i n i s t r a t i v e ,

an d r e l a t e d  s e r v i c e s  -------------------------------- 3
O t h e r --------------------------------------------------------------- _3

T o t a l  ------------------------------------------------------ 25
0

♦

W it h r e s p e c t  t o  th e  a b o v e  l i s t i n g ,  th e  I n v e s t i g a t i v e  
S t a f f  c o u ld  n o t  a s c e r t a i n  th e  n a t u r e  o f  th e  c o n f i d e n t i a l  s p e c i a l  
i n v e s t i g a t i o n s ,  e x c e p t  t h a t  th e y  w ere  done a t  th e  r e q u e s t  o f  th e  
A d m i n i s t r a t i v e  M an ag er  o r  th e  E x e c u t iv e  V ic e  P r e s i d e n t .

I t  i s  n o t p o s s i b l e  t o  fo rm  c o n c l u s i v e  ju d g m e n ts  a b o u t 
th e  a d e q u a c y  o f  th e  i n t e r n a l  a u d i t  f u n c t io n  b a se d  on  th e  l i m i t e d  
in fo r m a t io n  s u p p l ie d  an d w it h o u t  s e e in g  th e  i n t e r n a l  a u d i t  
r e p o r t s  an d b a c k g ro u n d  d a t a .  N e v e r t h e l e s s ,  fr om  th e  a u d i t  
r e p o r t  t i t l e s  i t  a p p e a r s  t h a t  th e  a u d i t  c o v e r a g e  o f  ba nk  
o p e r a t i o n s  i s  q u i t e  l i m i t e d .  O b v io u s ly  i t  d o e s  n o t  c o v e r  
b o rr o w e r  a c t i v i t i e s  an d i t  a p p e a r s  t h a t  th e  a u d i t o r s  do n o t 
do  an y i n v e s t i g a t i v e  w ork  on  t h e i r  own i n i t i a t i v e .

I t  i s  d i f f i c u l t  to  s e e  how th e  Boa rd  o f  E x e c u t iv e  
D i r e c t o r s  c a n  be a d e q u a t e ly  k n o w le d g e a b le  on b an k o p e r a t i o n s  
w it h o u t  kn ow in g w h at th e  i n t e r n a l  a u d i t o r s  a r e  a u d i t i n g ,  w h at  
t h e y  a r e  f i n d i n g ,  w h at th e y  a r e  re com m en din g , an d w h at m an ag em en t 
i s  d o in g  a b o u t th e  a u d i t  re c o m m e n d a ti o n s. T h e re  i s  a l s o  some 
q u e s t i o n  a s  t o  w h e th e r  th e  A u d it o r  G e n e r a l ca n  c a r r y  o u t an  
a p p r o p r i a t e  r o l e  a t  h i s  c u r r e n t  l e v e l  in  th e  o r g a n i z a t i o n .  As 
p r e v i o u s l y  n o t e d , th e  i n t e r n a l  a u d i t  f u n c t io n  s h o u ld  n o t r e p o r t  
to  an  o f f i c i a l  w it h  o p e r a t i n g  r e s p o n s i b i l i t i e s .

W ith  r e s p e c t  t o  th e  i n t e r n a l  a u d i t  f u n c t i o n ,  th e  IDB 
i s  q u i t e  d i f f e r e n t  fr om  IBRD an d th e  ADB. In  t h e s e  tw o I F I s  
t h e r e  a r e  a u d i t  c o m m it te e s  o f  b o a rd  mem be rs  who  s e e  su ch  
a u d i t  r e p o r t s  a s  th e y  d e s i r e ,  e n t e r  i n t o  d i a l o g u e  w it h  th e  
i n t e r n a l  a u d i t o r ,  an d r e n d e r  o p in io n s  on  th e  f u n c t i o n .  T h e re  
i s  no su ch  a u d i t  c o m m it te e  in  th e  IDB a lt h o u g h  th e  Boa rd  o f  
E x e c u t iv e  D i r e c t o r s  h a s  i t s  G ro up o f  C o n t r o l l e r s  w h ic h  c o u ld  
p e rfo rm  an a p p r o p r i a t e  r e v ie w  f o r  th e  B oa rd  o f  th e  i n t e r n a l  
a u d i t  f u n c t i o n .  As  w i| l.  be  p o in t e d  o u t  in  th e  d i s c u s s i o n  o f  
a c t i v i t i e s  o f  th e  GrOt/£>' o‘£ C o n t r o l l e r s ,  th e y  s h o u ld  be  
r e q u ir e d  by th e  E x e c u t iv e  D i r e c t o r s  t o  p e rfo rm  r e v ie w s  o f  th e  
e f f e c t i v e n e s s  o f  b o th  th e  i n t e r n a l  a u d i t  and o p e r a t i o n s  
e v a l u a t i o n s  f u n c t i o n s .

«
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3 . E v a lu a t io n

Th e O p e ra ti o n s  E v a lu a t io n  O f f ic e  (0 E 0) co n d u c ts  e v a lu a t io n s  o f  co m p le te d  lo a n  p r o je c t s  and , l i k e  th e  A u d it o r  
G e n e ra l,  i s  p a r t  o f  th e  C o n t r o l le r ’ s o f f i c e .

The o r i g i n  o f  th e  e v a lu a t io n  o f f i c e  as  a p a r t  o f  th e  ma na ge men t s t a f f  goes back t o  a r e p o r t  o f  th e  G ro up o f  Cont r o l l e r s  w h ic h  s e rv e s  th e  E x e c u t iv e  D ir e c to r s  and i s  d i s t i n c t  fr om  th e  C o n t r o l le r 's  o f f i c e .  D u ri n g  an e a r l i e r  s tu d y  o f  th e  e d u c a ti o n  s e c to r ,  th e  G ro up fo und an absence  o f  p r o je c t  
e v a lu a t io n  in  th e  bank and recommended th e  e s ta b li s h m e n t  o f  a fo rm a l p r o je c t  e v a lu a t io n  syste m  to  fo c u s  on  th e  f i n a n c ia l ,  a d m in is t r a t iv e ,  t e c h n ic a l ,  and s o c io e co n o m ic  im p a c t o f  p r o je c ts  
f in a n c e d  by  th e  ban k .

In  No vembe r 1972,  th e  Board  adopte d  th e  G ro u p 's  re co mm en d a tio n  and in s t r u c te d  man ag em en t to  g iv e  p r i o r i t y  to  e x -p o s t  e v a lu a t io n ,  to  e s ta b l is h  a syste m  and  c r i t e r i a  f o r  p r o je c t s  to  be s e le c te d ,  and  to  s u b m it  a y e a r ly  r e p o r t  to  th e  Board  on  im pro vem ents  and m easu re s to  im p le m en t a syste m  o f  e x -p o s t  
e v a lu a t io n .

A f t e r  c o n s id e ra b le  d e la y  an E x -P o s t E v a lu a t io n  O f f ic e  was  s ta f f e d  in  Septe m ber 1974 and  became o p e r a t io n a l th e  
f o l lo w in g  s p r in g .  I t s  r o le  was  t o  e v a lu a te  lo a n  p r o je c t s  o n ly ;  te c h n ic a l c o o p e ra t io n  p r o je c t s  were  n o t in c lu d e d .
H ow ever,  in  F e b ru a ry  197 7 t h i s  o f f i c e  was  re d e s ig n a te d  as  0E0 and i t s  o r ie n t a t io n  changed , in c lu d in g  th e  a d d i t io n  o f  cove ra g e  
o f  t e c h n ic a l c o o p e ra t io n  p r o je c t s .

The e x te n t  o f  m anagem ent's  co m m itm ent to  p r o je c t  
e v a lu a t io n  as  a ma na ge men t t o o l  and f o r  a c c o u n t a b i l i t y  p u rp o se s  is  u n c le a r .  B r i e f l y  p u t ,  th e  Board  in  No ve mbe r 1972 in s t r u c te d  man ag em en t to  g iv e  th e  fu n c t io n  p r i o r i t y  a t t e n t io n .  Ma nageme nt th e n  to o k  2 y e a rs  t o  g e t  th e  o p e ra t io n  s ta r te d  and no w,  6 y e a rs  a f t e r  th e  Board  made i t s  d e c is io n ,  o n ly  11 p r o je c t  e v a lu a t io n  r e p o r t s  ha ve  be en  is s u e d . G re a te r  p r o d u c t iv i t y  i s  e s s e n t ia l  f o r  th e  OEO fu n c t io n  to  make  a u s e fu l c o n t r ib u t io n .

The  e v a lu a t io n  r e p o r t s  p ro duced  by th e  OEO a re  n o t 
made a v a il a b le  to  th e  Board  o f  E x e c u ti v e  D ir e c to r s .  Such a rr a n g e m e n t,  w h ic h  i s  d i f f e r e n t  fr om  th e  o th e r  la rg e  I F I s ,  d e n ie s  th e  Boa rd  o f  E x e c u ti v e  D ir e c to r s  im p o r ta n t  docum ents  on  p r o je c t  r e s u l t s  w h ic h  a re  e s s e n t ia l  to  th e  Board  in  
c a r r y in g  o u t i t s  r o l e .  The  I n v e s t ig a t iv e  S t a f f  re q u e s te d  c o p ie s  o f  th e s e  e v a lu a t io n  r e p o r ts  b u t th e y  were  d e n ie d .

In  th e  abse nce  o f  any access  to  th e  lo a n  e v a lu a t io n  r e p o r t s  by  th e  E x e c u ti v e  D i r e c t o r s ,  i t  app ea rs  t h a t  th e y  
s h o u ld  a t  le a s t  in s t r u c t  t h e i r  own Gro up o f  C o n t r o l le r s  to  c o n d u c t an e x a m in a ti o n  o f  th e  man ne r in  w h ic h  OEO d is c h a rg e s
. . ■%
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i t s  r e s p o n s i b i l i t i e s  t o  be in fo rm e d  a s  t o  w h eth e r  th e  e x - p o s t  
e v a l u a t i o n  p r o c e s s  i s  w o r th w h ile . B e s id e s  th e  r a t h e r  d i l a t o r y  
r e s p o n s e  o f  m an ag em en t in  i n s t i t u t i n g  th e  f u n c t i o n ,  i t  a p p a r 
e n t l y  h a s  o t h e r  d e f e c t s  a s  o b s e r v e d  in  th e  p r i o r  d i s c u s s i o n  
o f  th e  e v a l u a t i o n  p r o c e s s  in  th e  W or ld  B an k; n a m e ly , t h a t  th e  
o n ly  r e v i e w s  ma de o f  th e  a d e q u a c y  o f  s u p e r v i s i o n  i s  some  3 to  
6 y e a r s  a f t e r  th e  f a c t ,  w it h o u t  a p r o c e d u r e  f o r  o u t s i d e  
o b j e c t i v e  r e v ie w  o f  im p le m e n ti n g  d e f i c i e n c i e s  in  o n g o in g  
p r o j e c t s .  A l s o ,  i t  w ould  a p p e a r  t o  be  h e l p f u l  t o  m an ag em en t 
t o  h a v e  s e c t o r  an d s u b s e c t o r  r e v i e w s  c o n d u c t e d , th ou gh  t h a t  
w ould  n o t ad d to  a c c o u n t a b i l i t y  i f  th e  r e s u l t s  w ere  n o t  
a v a i l a b l e  to  th e  B o a rd .

4 . O v e r s ig h t  F u n c t io n s  o f  E x e c u t iv e  D i r e c t o r s

In M ar ch  19 6 8 , ID B 's  B oard  o f  E x e c u t iv e  D i r e c t o r s  
e s t a b l i s h e d  i t s  own s t a f f  arm — th e  G ro up o f  C o n t r o l l e r s  
( r e f e r r e d  to  a s  th e  G ro u p )— to  e n a b le  i t  t o  more f u l l y  a s s e s s  
th e  r e s u l t s  o f  th e  b a n k ’ s  a c t i v i t i e s .  As a d e p e n d e n cy  o f  th e  
B o a rd , th e  G ro up c o n d u c t s  r e v ie w s  an d e v a l u a t i o n s  o f  b an k 
a c t i v i t i e s  in d e p e n d e n t o f  m an ag em en t.  Th e G r o u p 's  c h a r t e r  
d i r e c t s  i t  t o  m ake, on  b e h a l f  o f  th e  B o a rd , p r o f e s s i o n a l ,  
o b j e c t i v e ,  an d a n a l y t i c a l  s t u d i e s  an d a p p r a i s a l s  o f  ban k 
p o l i c i e s ,  p ro g ra m s , s y s te m s ,  p r o c e d u r e s ,  an d o p e r a t i o n s  w it h  
a v ie w  to w a rd  i d e n t i f y i n g  any s i g n i f i c a n t  p ro b le m  a r e a s  t h a t  
may e x i s t  an d o f f e r i n g  s u g g e s t i o n s  to  th e  Boa rd  fo r  im p ro v e 
m e n ts . Th e p r im a r y  p u rp o se  o f  th e  r e v ie w s  i s  t o  a s c e r t a i n  
i f  th e  b a n k 's  a c t i v i t i e s  a r e  b e in g  c o n d u c te d  in  a man ne r 
d e s ig n e d  t o  a t t a i n  th e  o b j e c t i v e s  in te n d e d ,  in  an  e f f e c t i v e  
and e f f i c i e n t  w a y , a t  th e  lo w e s t  r e a s o n a b le  c o s t .

Th e G ro up c o n s i s t s  o f  t h r e e  c o n t r o l l e r s  who j o i n t l y  
a d m in is t e r  a r e v ie w  an d e v a l u a t i o n  u n i t  w h ic h  h a s  se v e n  
p ro gra m  a n a l y s t s .  Eac h c o n t r o l l e r  h a s e q u a l  ra n k  and e a c h  
s i g n s  e v e r y  r e p o r t  is s u e d  by th e  G ro u p . D is s e n t in g  v ie w s  a re  
p e r m it t e d .  Th e t h r e e  c o n t r o l l e r s  a r e  n om in ate d  by  th e  member 
g o v e rn m e n ts  an d a r e  e l e c t e d  b y th e  B o a rd . Ea ch  s e r v e s  f o r  a 
3 - y e a r ,  n o n re n e w a b le  te rm . Th e G ro up i s  a r e v ie w  g ro u p  o n ly ;  
i t  h a s  no  m an ag em en t o r  o p e r a t in g  r e s p o n s i b i l i t i e s  in  th e  
b a n k . D i s c u s s i o n s  w i t h in  and  o u t s i d e  th e  bank i n d i c a t e  t h a t  
o v e r  th e  y e a r s ,  th e  t r o i k a - t y p e  l e a d e r s h i p  a rra n g e m e n t (a  
r u l i n g  body o f  t h r e e  e q u a ls )  h a s be co m e cu m be rs om e and  
i n e f f i c i e n t .  D i r e c t i o n  and r e s p o n s i v e n e s s  o f  th e  s t a f f ,  
t im e ly  r e p o r t i n g ,  an d g e n e r a l  p r o d u c t i v i t y  h a v e  s u f f e r e d .  
N e v e r t h e l e s s , th e  G ro up h a s  a v a l i d  an d u s e f u l  r o l e  an d i t s  
c h a r t e r  c o m p li e s  w it h  th e  t h r u s t  o f  U .S . C o n g r e s s io n a l  
l e g i s l a t i o n  e n c o u r a g in g  th e  e s t a b l i s h m e n t  o f  an in d e p e n d e n t 
r e v ie w  an d e v a l u a t i o n  sy s te m  w it h in  th e  I F l s .  P a s t  s t u d i e s  
and  re c o m m en d a ti o n s by th e  G ro u p , a s  a p p ro v e d  by th e  B oard  
and a c te d  up on  by m an ag em en t,  h a v e  ha d a s i g n i f i c a n t  e f f e c t  
upo n im p ro v in g  bank m an ag em en t an d a c c o u n t a b i l i t y .  Th e a p p ro 
p r i a t e  r o l e  o f  th e  G ro up i s  a m a t t e r  o f  p e r i o d i c  c o n s i d e r a t i o n
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by b o th  IDB m an ag em en t an d th e  B oard  o f  E x e c u ti v e  D i r e c t o r s .
I t  i s  t h e  I n v e s t i g a t i v e  S t a f f ’ s v ie w  t h a t  th e  G ro up  sh o u ld  
be s t r e n g th e n e d  an d i t s  p r o d u c t i v i t y  e n h an c ed  by  a w id e r  
r a n g e  o f  b an k  a c t i v i t i e s  s u b j e c t e d  to  i t s  e v a l u a t i o n  an d 
re v ie w  p r o c e s s e s .

The  G ro up r e p r e s e n t s  a  d i f f e r e n t  a p p ro a c h  among th e  
I F I s  in  t h a t  i t  i s  th e  p r i n c i p a l  e le m e n t  o f  a B o a rd -i m p o se d  
r e v ie w  an d e v a l u a t i o n  s y s te m . P u r s u a n t  to  B oar d  i n s t r u c t i o n s ,  
th e  G ro up m ak es  s e l e c t e d  s t u d i e s  o f  b ank  o p e r a t i o n s  an d 
s u b m i ts  r e p o r t s  o f  f i n d in g s  an d  re c o m m e n d a ti o n s  t o  th e  B o a rd . 
A f t e r  o b t a i n i n g  m an agem ent v ie w s  t h e r e o n ,  th e  B oar d  m ak es  a 
d e c i s i o n  t o  a p p ro v e , m o d if y , o r  d i s a p p r o v e  e ac h  re c o m m e n d a ti o n . 
Th e m an agem ent i s  g iv e n  r e s p o n s i b i l i t y  f o r  c a r r y i n g  o u t  th e  
B o a rd ’ s  d e c i s i o n s  an d f o r  r e p o r t i n g  t o  th e  B oar d upon th e  
a c t i o n s  t a k e n .

In  d e v e lo p in g  an d r e f i n i n g  th e  s y s te m , IDB to o k  a 
d i f f e r e n t  a p p ro a c h  t o  th e  m a t t e r  o f  e v a l u a t i o n  o f  c o m p le te d  
lo a n  p r o j e c t s  th a n  th e  o t h e r  m a jo r  I F I s .  Th e G ro up re co m m en ded , 
an d t h e  B oar d  c o n c u r r e d ,  in  th e  e s t a b l i s h m e n t  o f  an  o p e r a t i o n s  
e v a l u a t i o n  f u n c t io n  a s  p a r t  o f  th e  m an ag em en t s t r u c t u r e  r a t h e r  
th a n  a s  a p a r t  o f  th e  G ro up i t s e l f  o r  o th e r w is e  r e s p o n s iv e  
t o  th e  B o a rd . OEO 's f u n c t i o n s  an d i t s  r a t h e r  l i m i t e d  r e v ie w , 
a t  t h i s  j u n c t u r e ,  o f  c o m p le te d  lo a n  p r o j e c t s  w ere  d e s c r ib e d  
in  th e  p r e c e d in g  s u b s e c t io n  o f  th e  r e p o r t .

Th e f u n c t i o n a l  s t a t e m e n t s  ma ke i t  c l e a r  t h a t  th e  G ro up  
an d 0E 0 a r e  d o in g  d i f f e r e n t  t h i n g s  f o r  d i f f e r e n t  p u r p o s e s .
In  l i g h t  o f  th e  p r e s e n t  o r g a n i z a t i o n a l  s t a t e m e n t s  and  a r r a n g e 
m e n ts , a l o g i c a l  se q u e n c e  o f  e v e n t s  w ould  be  f o r  th e  G ro up 
to  i n c lu d e  in  i t s  w ork  p la n  a r e v ie w  o f  th e  e f f i c i e n c y  an d 
e f f e c t i v e n e s  o f  th e  p r o j e c t  e v a l u a t i o n  w ork  c a r r i e d  on by  
0E 0. Such  a r e v ie w  w ould  l o g i c a l l y  en co m p ass w h e th e r  OEO 's 
a p p ro a c h  t o  e v a l u a t i o n  i s  w e l l  fo u n d e d , w h e th e r  i t s  l e v e l  o f  
o u t p u t  i s  s u f f i c i e n t ,  an d w h e th e r  th e  q u a l i t y  o f  p r o j e c t  
e v a l u a t i o n s  i s  a d e q u a te .  The G ro up m ig h t w e l l  p e r fo rm  som e 
p r o j e c t  e v a l u a t i o n  w or k o f  i t s  own t o  a id  in  m ak in g th e  
a b o v e  d e t e r m i n a t i o n s  o r  a s  p a r t  o f  a s e c t o r  o r  s u b s e c t o r  
e v a l u a t i o n .  The f a c t  t h a t  t h e  G ro up h a s  n o t p e r fo rm e d  a 
r e v ie w  o f  an  im p o r ta n t  f u n c t i o n  l i k e  o p e r a t i o n s  e v a l u a t i o n  
r e p r e s e n t s  a d e f i c i e n c y  in  r e v ie w  an d e v a l u a t i o n  c o v e ra g e  by  
th e  G ro u p . T h is  d e f i c i e n c y  i s  e x a c e r b a te d  by  th e  f a c t  t h a t  
0E 0 h a s  b een  sl o w  in  g e t t i n g  s t a r t e d  an d h a s  p ro d u c e d  v e ry  
fe w  r e p o r t s .

A n n u a l ly , th e  G ro up s u b m i ts  a p ro p o se d  w or k p la n  to  
th e  B oard  an d th e n  p r o c e e d s  t o  p e rfo rm  th o s e  s t u d i e s  w hic h  
th e  B oard  h a s  a p p ro v e d  a f t e r  d i s c u s s i o n  o f  th e  vzork p l a n  a t  a 
B oar d s e s s i o n .  In  r e c e n t  y e a r s ,  th e  G ro u p 's  s tu d y  w or k h a s  
e m p h a s iz e d  re v ie w s  o f  m an agem ent sy s te m s  an d o p e r a t i o n s .  In  
th e  p a s t  3 c a l e n d a r  y e a r s ,  i t  h a s  p ro d u c ed  11 r e p o r t s .  The
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g e n e r a l  n a t u r e  o f  i t s  s t u d i e s  ca n  be addu ce d  fr om  th e  s t u d y  
t i t l e s  o f  th e  G r o u p 's  r e p o r t s  is s u e d  o v e r  t h a t  p e r i o d ,  a s  
f o l l o w s :

19 76

T r a in in g  A c t i v i t i e s  
P r e l im in a r y  R e p o rt R e g a rd in g

P ro c u rem en t o f  G oo ds  and S e r v i c e s  
C o n s u lt i n g  and C o n t r a c t u a l  S e r v i c e s

1 2 2 2

Lo an A p p l i c a t i o n  A p p r a i s a ls
Lo an  M o n it o r in g  and  C o n t r a c t u a l  C o m p li an ce
T e c h n ic a l  C o o p e r a t io n  O v e rv ie w

m Lo an  A p p r o v a ls  P r o c e s s
P r e l im in a r y  R e p o rt on S tu d y  o f

S c ie n c e  and  T e c h n o lo g y  T r a n s fe r  

19 78

B id d in g  and  P ro cu rem en t
E d u c a tio n  S e c t o r  O p e r a t io n s
R u ra l D eve lo p m en t and M u l t i s e c t o r  Len din g

In  g e n e r a l ,  th e  r e p o r t s  a p p e a r  to  be o b j e c t i v e  an d o f  
go od  q u a l i t y .  The  s u b j e c t s  c o v e r e d  a r e  c o m p r e h e n s iv e ly  t r e a t e d ,  
w e l l  a n a ly z e d ,  an d r a t i o n a l l y  p r e s e n te d  in  te rm s o f  f i n d i n g s ,  
c o n c l u s i o n s ,  an d re co m m e n d a ti o n s. Th e 19 77  p r e l im in a r y  r e p o r t  
on  th e  s tu d y  o f  S c ie n c e  and  T e c h n o lo g y  T r a n s f e r  i s  mo re o f  an  
"a p p ro a ch  p a p e r "  th a n  a r e v ie w  an d e v a l u a t i o n  r e p o r t .

As a r e s u l t  o f  r e v ie w  o f  th e  19 7 7  r e p o r t  on  Lo an  M on i
t o r i n g  and C o n t r a c t u a l  C o m p li a n c e , a s i t u a t i o n  d e v e lo p e d  w h ic h  
d e m o n s tr a te s  th e  c a v a l i e r  a t t i t u d e  e n c o u n te r e d  a t  IDB by th e  
I n v e s t i g a t i v e  S t a f f  on  th e  o v e r a l l  q u e s t io n  o f  a c c o u n t a b i l i t y .
In  th e  d i s c u s s i o n  o f  lo a n  s u p e r v i s i o n  e a r l i e r  in  th e  r e p o r t ,  
a s tu d y  r e p o r t e d  up< ' by  th e  Gro up o f  C o n t r o l l e r s  o f  lo a n  
m o n it o r in g  a c t i v i t i e s  by  i d b  was  co mmen ted upon . An exam p le  
wa s c i t e d  in  t h i s  s tu d y  o f  a h o u s in g  p r o j e c t  in  a L a tin  
A m eri can  c o u n t r y  w h e re in  c o n f l i c t i n g  s u p e r v i s i o n  r e o o r t s  
w ere  r e c e i v e d  from  m is s io n s  s e n t  to  th e  p r o j e c t  s i t e ,  and  
l a t e r  m is s io n s  r e p o r te d  fe w e r h o u s in g  u n i t s  c o m p le te d  th an  
ha d b een  r e p o r t e d  by p r i o r  m is s io n s .  P o r t io n s  o f  th e  p r o j e c t

* w ere  fo und to  be  in c o m p le te  o r  in a d e q u a te  and  d is b u r s e m e n t
o f  lo a n  fu n d s  had b een  co m p le te d  by  IDB on th e  b e l i e f  t h a t  
th e  p r o j e c t  was  much mor e a d van ced  th an  wa s th e  c a s e .  A 
s e p a r a t e  s p e c i a l  c a s e  r e p o r t  had  been  p re p a re d  by th e  G ro up o f  
C o n t r o l l e r s  b e c a u s e  o f  th e  s e r i o u s n e s s  o f  d e f e c t s  fo und  and up on
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re q u e s t f o r  t h a t  s p e c ia l r e p o r t  i t  was fo und  t h a t  U .S . T re a s u ryha d n e v e r re c e iv e d  any c o p y , th o u g h  i t  i s  c u s to n a ry  f o r  th e  U .S .E x e c u t iv e  D i r e c t o r 's  o f f i c e  to  fo rw a rd  to  T re a s u ry  a l l  r e p o r t ss u b m it te d  to  th e  E x e c u ti v e  D ir e c to r s  by th e  G ro up o f  C o n t r o l le r s .Th e o f f i c e  o f  th e  U .S . E x e c u t iv e  D i r e c t o r  i n i t i a l l y  d e n ie d  th eI n v e s t ig a t iv e  S t a f f ' s  re q u e s t  (J a n u a ry  4 , 19 79 ) f o r  th e  r e p o r t ,an d when th e  re q u e s t was r e i t e r a t e d  s p e c i f i c a l l y  t o  th e  U .S .E x e c u t iv e  D ir e c t o r ,  th e  r e p o r t  was u l t im a t e ly  r e c e iv e d  J a n u a ry  31,1979, when i t  was  fo und  to  hav e be en  re p o s in g  in  th e  U .S .E x e c u t iv e  D i r e c t o r 's  o f f i c e  a l l  a lo n g . I t  was  c la im e d  t h a t  th ei n i t i a l  d e n ia l  was base d up on  in fo r m a t io n  s u p p li e d  by th e  Gro upo f  C o n t r o l le r s  th a t  th e  r e p o r t  was a c t u a l l y  an in t e r n a l  memorand um  and had n o t be en  d i s t r i b u t e d  to  a l l  E x e c u t iv e  D ir e c to r s  w( in  f a c t ,  i t  was c h a ra c te r iz e d  as an  " in t e r im  me mo ran dum"  and had be en  d i s t r i b u t e d  to  a l l  E x e c u t iv e  D ir e c t o r s ) .

Upon d e l i v e r in g  th e  re q u e s te d  r e p o r t ,  th e  A l t e r n a te  U .S .D i r e c t o r  p o in te d  o u t t h a t  i t  d e m o n s tr a te d  a s i t u a t io n  w h e re in  Bman ag em en t to o k  "p ro m p t c o r r e c t iv e "  a c t io n  up on  b e in g  in fo rm e do f  d e fe c ts  d is c o v e re d  in  a p r o je c t .  The r e p o r t  d is c lo s e d  weakand in a d e q u a te  s u p e rv is io n  o f  th e  h o u s in g  p r o je c t  and when th ed e f ic ie n c ie s  o f  th e  p r o je c t  w ere  b ro u g h t to  m anagem ent's  a t t e n t io n ,  s te p s  were  ta k e n  to  (a )  re q u e s t th e  lo c a l  M in is t e r  o f  F in a n ce  to  p e r s o n a ll y  in te rv e n e  in  De ce mbe r 1974;  (b ) t ig h te n  s u p e rv is io n  w i t h  new r e g u la t io n s  is s u e d  in  De cemb er 1974; ( c )  se nd  a s p e c ia l s u p e rv is o r y  m is s io n  in  March  1975;  an d (d )  r e fo r m u la te  th e  p r o je c t  in  A p r i l  1976.  Under t h a t  r e fo r m u la t io n ,  th e  changes made were  to  s c a le  down th e  numb er  o f  h o u s in g  u n i t s  to  be c o n s t ru c te d  fr o m  2 ,0 90  to  1 ,3 0 2 ; in c re a s e  th e  t o t a l  o v e r a l l  ave ra g e  c o s t  p e r h o u s in g  u n i t  fr om  $4 ,6 0 0  t o  $ 5 ,7 0 0 ; e l im in a te  th e  re q u ir e m e n t in  th e  o r i g i n a l  agre em ent w it h  r e s p e c t  to  s a v in g s  and lo a n  and th e  se co n d a ry  m ort g a g e  m a rk e t;  in c re a s e  th e  maximum amou nt  o f  c r e d i t s  to  be  g ra n te d  to  an y s in g le  b e n e f ic ia r y  fr om  $4 ,5 0 0  t o  $ 7 ,2 0 0 ; and in c re a s e  th e  max imum fa m i ly  inco me le v e l  o f  q u a l i f y in g  b e n e f ic ia r ie s  fr om  $2 20  p e r  m onth  to  $4 00  p e r  m on th .

D. A s ia n  D eve lo pm en t Ba nk

1 . G e n e ra l I n s t i t u t i o n a l  P roce d u re s

ADB is  in  a p e r io d  o f  r e a li g n m e n t  o f  i t s  o r g a n iz a t io n a l  a rra n g e m e n ts . F or many y e a rs ,  th e  ma na ge men t s id e  o f  th e  b a n k 's  o p e ra t io n s  was  h ig h ly  c e n t r a l iz e d  in  th e  O f f ic e  o f  th e  V ic e  P re s id e n t  w it h  t i g h t  c e n t r a l iz e d  c o n t r o l  on  a l l  phases o f  o p e r a t io n s .  G ro w in g c o n c e rn  o v e r  la c k  o f  d e le g a t io n ,  f r u s t r a t io n  w i th  fu n c t io n s  th a t  d id  n o t  r e c e iv e  f r o n t - o f f i c e  e m p h a s is , b o t t le n e c k  p ro b le m s , and g e n e ra l c r i t i c i s m  o f  th e  "o ne-m an  r u le "  «c o n c e p t has r e s u lt e d  in  re c e n t  o r g a n iz a t io n a l  and  o p e r a t io n a l ch a n g e s . Some o f  th e s e  ch anges were  e f fe c te d  b e fo re  th e  In v e s t i g a t i v e  S t a f f ' s  v i s i t  in  m id -1 9 7 8  and some more r e c e n t ly .  The  changes have  p ro duced  g re a te r  em phas is  on  more m od er n m e th ods ,
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d e le g a t io n ,  lo a n  im p le m e n ta t io n ,  p r o je c t  c o m p le t io n  r e p o r t s ,  
e v a lu a t io n ,  and in t e r n a l  a u d i t .

The P re s id e n t  i s  now s u p p o rte d  by tw o V ic e  P re s id e n ts —  
on e f o r  O p e ra ti o n s  and P r o je c ts  and  th e  o th e r  f o r  F in a n ce  and 
A d m in is t r a t io n .  T he re  a re  s ix  o p e ra t in g  d e p a r tm e n ts , i . e . ,  
O p e ra t io n s ,  P r o je c ts  I ,  P r o je c ts  I I ,  A d m in is t r a t io n ,  C o n t r o l le r  
and T re a s u re r .  T he re  a re  a ls o  se ve n o f f i c e  e n t i t i e s ,  i . e . ,  
S e c re ta ry ,  G e n e ra l C o u n s e l,  C e n tra l P r o je c ts ,  Eco nom ic s,  
In fo r m a t io n ,  P o s t E v a lu a t io n ,  and I n t e r n a l  A u d i t .

The man ag em en t c o n t r o l  a c t i v i t i e s  a re  c e n t r a l iz e d  in  
,  th e  h e a d q u a r te rs  o f f i c e  in  M a n il a .  T he re  a re  no  f i e l d  o f f i c e s .

Ba nk  p e rs o n n e l fr om  th e  v a r io u s  d e p a r tm e n ts  and o f f i c e s  p e rfo rm  
c o n s id e ra b le  t r a v e l  to  th e  member c o u n t r ie s  in  th e  co u rs e  o f  
c a r r y in g  o u t  t h e i r  f u n c t io n s .  AD B 's  man ag em en t c o n t r o l  p ra c 
t i c e s  r e l a t i v e  t o  th e  m akin g  and im p le m e n ta ti o n  o f  lo a n s  a re

e  c lo s e ly  p a r a l l e l  t o  th o s e  d e s c r ib e d  in  th e  e a r l i e r  d is c u s s io n
o f  th e  W orld  Bank. In  g e n e r a l,  ADB 's  man ag em en t c o n t r o l 
sys te m  a p p e a rs  t o  be  base d on  re a s o n a b le  p r i n c i p l e s .  How eve r,  
th e re  i s  no  p ro g ra m  o f  r e c u r r in g  d e ta ch e d  re v ie w s  by  th e  bank 
t o  d e te rm in e  w h e th e r th e  p r i n c i p l e s ,  p ro c e s s e s , and p ro c e d u re s  
a re  b e in g  e x e c u te d  e f f i c i e n t l y  and e f f e c t i v e l y  by  th e  v a r io u s  
bank d e p a r tm e n ts . N or i s  th e re  any s e le c t iv e  r e v ie w ,  by  
p e rs o n n e l d e ta ch e d  fr om  d a y - to -d a y  p r o je c t  s u p e rv is io n  
a c t i v i t i e s ,  to  se e w h e th e r b o rro w e rs  a re  c o m p ly in g  w it h  th e  
te rm s  o f  th e  ag re e m e n ts  and a re  e x e c u ti n g  p r o je c t  a c t i v i t i e s  
in  an e f f i c i e n t  and e f f e c t i v e  man ne r w it h  r e s p e c t  to  on g o in g  
p r o je c t s  d u r in g  im p le m e n ta t io n .

2.  I n t e r n a l  A u d it

The in t e r n a l  a u d i t  f u n c t io n  i s  p e rf o rm e d  by  th e  O f f ic e  
o f  th e  I n t e r n a l  A u d it o r  (O IA ) whose d i r e c t o r  now r e p o r ts  to  th e  
P r e s id e n t .  The o r g a n iz a t io n a l  a rr a n g e m e n ts  a re  r e l a t i v e l y  
r e c e n t .  P r io r  t o  1977, O IA  ha d be en  s e v e re ly  l im i t e d  in  a u th o r  
i t y  and was a c t u a l l y  b a rre d  fr om  e x a m in in g  many a c t i v i t i e s  
in  th e  b ank . In  1976, th e  P re s id e n t  a p p o in te d  a h ig h - le v e l  
s t a f f  co m m it te e  to  exam in e  th e  r o le  o f  OIA  and th e  s u b je c t  
a ls o  was re v ie w e d  w it h  th e  Board  o f  E x e c u t iv e  D ir e c to r s .
The se  i n i t i a t i v e s  r e s u lt e d ,  in  s i g n i f i c a n t  changes in  th e  
i n t e r n a l  a u d i t  f u n c t io n  in  June 1977. The r o le  o f  th e
I n t e r n a l  A u d it o r  was r e d e f in e d  and  s te p s  ta k e n  to  s tre n g th e n  
and im pro ve  th e  a u d i t  f u n c t io n .  The p o s i t io n  was upgra ded 
and te rm s  o f  r e fe re n c e  is s u e d  g iv in g  th e  I n t e r n a l  A u d it o r  
g r e a te r  a u t h o r i t y  and f u l l  acce ss  t o  bank re c o rd s  in  th e  
c o n d u c t o f  h is  d u t ie s .  The a u d i t  s t a f f  was in c re a s e d  to  15

» p o s i t io n s  and O IA  s ta r t e d  to  p la y  an e n t i r e l y  d i f f e r e n t  r o le .

The new f u n c t io n a l  r e s p o n s ib i l i t i e s  o f  OIA in c lu d e  
th e  f o l lo w in g  m a jo r  ta s k s :  (a )  t o  c o n d u c t in t e r n a l  a u d it s  
f o r  d e te rm in in g  w h e th e r th e  a c c o u n ts  an d re c o rd s  o f  th e  ba nk
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co n fo rm  w i th  e s ta b l is h e d  p o l i c ie s  and p ro c e d u re s  and a c ce p te d  
a c c o u n ti n g  p r i n c i p l e s ;  (b )  to  d e te rm in e  t h a t  in t e r n a l  
a c c o u n t in g ,  f i n a n c ia l ,  and o p e ra t in g  c o n t r o ls  a re  e f f e c t i v e ;
(c )  to  a s s u re  t h a t  e s ta b l is h e d  p o l i c ie s  and r e g u la t io n s  a re  
p r o p e r ly  c a r r ie d  o u t  and t h a t  adequa te  p r o te c t io n  and s a fe 
g u a rd s  e x is t  o v e r  bank a s s e ts ;  and (d ) to  a d v is e  th e  P re s id e n t  
and  d e p a r tm e n ts  and o f f i c e s  on  th e  f i n a n c ia l  and a c c o u n ti n g  
m easu re s n e c e s s a ry  to  in s u re  t h a t  lo a n  and  te c h n ic a l a s s is 
ta n c e  a g re em en ts  a re  s a t i s f a c t o r i l y  im p le m e n te d .

O IA  p re p a re s  an a n n ua l p ro g ra m  c o n s is t in g  o f  r e g u la r  
a u d it s  o f  a r e c u r r in g  ty p e  and  s p e c ia l a u d i t s ,  th e  l a t t e r  
b e in g  re v ie w s  o f  s p e c i f i c  a re a s  o f  o p e ra t io n  o r  o f  p ro b le m  
a re a s .  The  p ro g ra m  f o r  FY 19 78  in d ic a te d  t h a t  th e  g r e a te s t  
am ou nt  o f  a u d i t  ti m e  w ou ld  be s p e n t on  (a ) a u d i t  a s s is ta n c e  
to  th e  e x te r n a l  a u d i t o r s ,  (b )  lo a n  d is b u rs e m e n ts  and re p a y 
m e n ts , (c )  bank a c c o u n t r e c o n c i l i a t i o n s ,  (d )  t e c h n ic a l 
a s s is ta n c e  d is b u rs e m e n ts ,  (e ) a d m in is t r a t iv e  e xp e nse s , and 
( f )  p a y r o l l .  A t th e  t im e ,  s p e c ia l a u d it s  w ere  n o t f i r m ly  
prog ra mmed  b u t th e  le a d in g  c a n d id a te s  were  s t a f f  b e n e f i t s ,  
t r a v e l  e xp e n se s , and c o n s u lt a n t  c o n t r a c t s .

S in c e  OIA  i s  o n ly  a t  th e  end o f  th e  f i r s t  y e a r o f  i t s  
new c h a r t e r ,  i t  i s  in  a t r a n s i t i o n  p e r io d .  The w ork  a p p e a rs  
p r o fe s s io n a l b u t  seems to  be  m o s t ly  l im i t e d  to  f in a n c ia l  and 
a d m in is t r a t iv e  m a t te r s ,  a lt h o u g h  th e  I n t e r n a l  A u d it o r  is  
c o n s id e r in g  b ro a d e r a u d i t s .  Ba sed on  O IA 's  te rm s  o f  re fe re n c e  
in  i t s  f u n c t io n a l  s ta te m e n t and on  d is c u s s io n s  w it h  th e  
B o a rd 's  A u d it  C o m m it te e , i t  does n o t  a ppea r t h a t  OIA  w i l l  be 
ch a rg e d  w it h  p e r fo rm in g  o p e r a t io n a l a u d it s  o f  bank a c t i v i t i e s  
o r  s i t e  a u d it s  o f  b o rro w e r  a c t i v i t y .

Under th e  same r a t io n a le  as  a lr e a d y  d is c u s s e d  under 
th e  re v ie w  o f  th e  W o rl d  Ba nk  sys te m  o f  i n t e r n a l  a u d i t ,  th e  
I n v e s t ig a t iv e  S t a f f  b e li e v e s  O IA  s h o u ld  c o n d u c t b ro ad  p ro gra m  
a u d i t s  o f  d e p a r tm e n ts  an d o p e r a t io n a l a c t i v i t i e s  o f  th e  b a n k .
Th e ne ed  f o r  o p e r a t io n a l  a u d i t in g  by OIA  seems p a r t i c u la r l y  
im p o r ta n t  in  ADB because  th e re  a re  no  o th e r  d e ta ch e d  r e g u la r  
re v ie w s  o f  man ag em en t e f f i c ie n c y  and e f f e c t i v e n e s s .  In  ADB, 
th e  P re s id e n t  ha s d e le g a te d  much  r e s p o n s ib i l i t y ,  i s  o p e ra t in g  
o v e r a w id e  g e o g ra p h ic  a re a ,  and  w ou ld  be  w e ll  se rv e d  by a u n i t  
d e ta c h e d  fr om  o p e ra t in g  r e s p o n s ib i l i t y  t o  p ro v id e  an  o b je c t iv e  
v ie w  on  o p e ra t io n s .  Su ch  us e o f  i n t e r n a l  a u d i t  r e in fo r c e s  
a c c o u n t a b i l i t y  and s t im u la te s  manag em en t im p ro ve m en t.

S e le c te d  a u d i t s  o f  p r o je c t  e x e c u t io n  by th e  in t e r n a l  
a u d i t  s t a f f  w ou ld  add a ne ed ed  fo c u s  to  p r o je c t  m o n it o r in g .
W h il e  bank p e rs o n n e l p e r fo rm  p r o je c t  s u p e rv is io n  w o rk , th e re  
i s  no  o b je c t iv e  r e v ie w  by p e rs o n n e l d e ta ch e d  fr om  th e  d a y - to -d a y  
o p e ra t in g  c h a n n e l.  Suc h a re v ie w  w ou ld  be a d i f f e r e n t  ty p e  o f  
ch e ck  on  W heth er th e  b o rro w e r  i s  c a r r y in g  o u t  th e  p r o je c t  in  
a cco rd a n ce  w i t h  th e  te rm s  o f  th e  ag re em ent and i f  he is
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e x e c u ti n g  th e  p r o je c t  e f f i c i e n t l y  and e f f e c t i v e l y .  The re v ie w s  
a ls o  w ou ld  a u d i t  w h e th e r th e  b a n k 's  p r o je c t  s u p e rv is io n  w ork  
is  a d e q u a te .

3.  E v a lu a t io n

ADB p o s t  e v a lu a t io n  o f  co m p le te d  p r o je c t s  s ta r te d  
e x p e r im e n ta l ly  in  19 73  and was f o r m a l ly  app ro ve d  by th e  Board  
in  1974. A t th e  ti m e  o f  th e  I n v e s t ig a t i v e  S t a f f ' s  v i s i t  to  
ADB h e a d q u a r te rs  in  Ju ne 1978, th e  f u n c t io n  was d ir e c te d  by a 
s m a ll  g ro u p  in  th e  Eco nom ic  O f f i c e ;  a m onth  l a t e r ,  a new 
s e p a ra te  P o s t E v a lu a t io n  O f f ic e  (PEO) was  e s ta b l is h e d  w h ic h

0  r e p o r t s  t o  th e  P re s id e n t  o f  th e  b a n k .

The p r im a ry  r e s p o n s ib i l i t y  o f  th e  new o f f i c e  i s  to  
p e r fo rm  in d e p e n d e n t p o s t  e v a lu a t io n s  o f  b a n k - f in a n c e d  p r o je c t s ,  
s e c to r s ,  o r  s u b s e c to rs  w it h  a v ie w  to  (a )  im p ro v in g  th e  in e th od - 
o lo g y  o f  p r o je c t  a p p r a is a l ,  (b )  p r o v id in g  o b je c t iv e  assessm en ts  
o f  th e  o v e r a l l  e f f e c t i v e n e s s  o f  such  p r o je c t s ,  and (c )  e v a lu a 
t in g  th e  d e v e lo p m e n t im p a c t o f  bank le n d in g  in  su ch  s e c to rs  
o r  s u b s e c to rs .  In  a d d i t io n ,  PEO m o n it o rs  a c t io n s  on  i t s  
re co m m e n d a ti o n s , a s s is t s  th e  d e p a r tm e n ts  in  th e  p re p a r a t io n  
o f  p r o je c t  c o m p le t io n  r e p o r t s ,  and a s s is t s  mem ber  c o u n t r ie s  
in  e s ta b l is h in g  e v a lu a t io n  g ro u p s  o f  t h e i r  ow n.

S p e c i f ic  commen t i s  n o t  p o s s ib le  on  th e  new o f f i c e 's  
app ro a ch  o r  p ro g re s s  in asm uch as i t  was  o rg a n iz e d  a f t e r  th e  
I n v e s t ig a t iv e  S t a f f ' s  v i s i t  and ha s n o t y e t  e s ta b li s h e d  a 
t r a c k  r e c o rd .  H ow ever,  th e  p la c e m e n t o f  th e  fu n c t io n  as  a 
re v ie w  arm o f  th e  P r e s id e n t ,  d e ta c h e d  fr o m  o p e ra t in g  re s p o n 
s i b i l i t y ,  i s  a p p ro p r ia te  as  i s  th e  m ain  t h r u s t  o f  th e  new 
fu n c t io n a l  s ta te m e n t ,  e x c e p t f o r  p la c e m e n t o f  r e s p o n s ib i l i t y  
f o r  p a r t i c i p a t i o n  in  p r o je c t  c o m p le t io n  w it h  PEO. An a s p e c t 
o f  a c c o u n t a b i l i t y  i s  l o s t  when PEO i s  e v a lu a t in g  th e  adequacy 
o f  th e  p r o je c t  c o m p le t io n  r e p o r t  i t  h e lp e d  p re p a re .  The PEO 
m ig h t a s s is t  in  th e  e s ta b li s h m e n t  o f  th e  a rr a n g e m e n ts  f o r  an 
o r d e r ly  a p p ro a ch  to  th e s e  r e p o r t s  b u t  th e  r e s p o n s ib i l i t y  f o r  
t h e i r  p re p a r a t io n  s h o u ld  be w it h  th e  o p e ra t in g  and p r o je c t s  
p e o p le ,  w i t h  in p u t  fr o m  th e  b o r ro w e r ,  as do ne a t  th e  W orld  
Bank.

Th us  f a r ,  ADB e v a lu a t io n s  have  be en  l im i t e d  to  re v ie w s  
o f  in d iv id u a l  c o m p le te d  p r o je c t s ,  th o ug h  a b ro a d e n in g  o f  sc ope 
o f  a c t i v i t y  t o  in c lu d e  e v a lu a t io n s  o f  s e c to r s  and s u b s e c to rs  
was  u n d e r c o n s id e r a t io n  a t  th e  ti m e  o f  th e  I n v e s t ig a t iv e  
S t a f f ' s  v i s i t .  S e le c te d  r e p o r t s  were  exam in ed and  fo und  to  
be p r o fe s s io n a l and o f  go od  q u a l i t y .  ADB ha s n o t  e v a lu a te d

*  e v e ry  c o m p le te d  p r o je c t  b u t  p e r fo rm s  th e  p o s t  e v a lu a t io n
re v ie w  and a n a ly s is  up on  s e le c te d  p r o je c t s  among d i f f e r e n t  
s e c to r s .  A t th e  ti m e  o f  th e  I n v e s t ig a t iv e  S t a f f ' s  v i s i t ,  19 
p o s t  e v a lu a t io n  p r o je c t  re v ie w s  had  be en  c o m p le te d . ADB ha s 
under c o n s id e r a t io n  a p ro p o s a l to  ex pand  p ro d u c t io n  o f  su ch
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r e v ie w s ,  and p o s s ib ly  m akin g  a p o s t  e v a lu a t io n  re v ie w  o f  e v e ry  p r o je c t ,  by a d o p ti n g  a p r a c t ic e  o f  le s s  in te n s iv e  re v ie w s  e x c e p t f o r  th e  s e le c t io n  o f  an a p p ro p r ia te  s a m p li n g  ea ch  ye a r f o r  in - d e p th  e x te n s iv e  re v ie w .  A l l  e v a lu a t io n  r e p o r t s  a re  s u b m it te d  to  th e  P re s id e n t  an d to  th e  E x e c u ti v e  D ir e c t o r s .
ADB in  th e  p a s t ha s u t i l i z e d  th e  s e rv ic e s  o f  e x te rn a l e x p e r t s ,  la r g e ly  fr o m  academ ic  and re s e a rc h  i n s t i t u t i o n s ,  to  p e r fo rm  p o s t  e v a lu a t io n s  o f  p r o je c t s ,  th o ug h  m os t o f  th e  e v a lu a t io n s  have be en  c o n d u c te d  i n t e r n a l l y  by bank p e rs o n n e l.The e x te r n a l  e x p e r ts  a re  no m in a te d  by man ag em en t and appro ved  by th e  Board  o f  E x e c u t iv e  D i r e c t o r s .  The y a re  p ro v id e d  g u id e l in e s  and p ro c e d u re s  t o  be fo ll o w e d  and a s tu d y  p ro p o s a l,  p re p a re d  by  th e  e v a lu a to r ,  i s  re v ie w e d  w it h  man ag em en t b e fo re  th e  s tu d y  i s  u n d e r ta k e n . Tho ug h some d is a d v a n ta g e s  hav e been  e n c o u n te re d ,  m a in ly  s te m m in g fr om  i n s u f f i c i e n t  o r i e n t a t io n  o f  bank p o l i c y  and p ro c e d u re s ,  th e  r e s u l t s  o b ta in e d  have be en  b e n e f i c i a l  w it h  a b ro a d e r  a p p ro a ch  to  th e  e v a lu a t io n  unim p a ir e d  w it h  c o n c e rn  o v e r  b u re a u c r a t ic  im p e d im e n ts . The r e p o r t s  s u b m it te d  ha ve  be en  p r o fe s s io n a l and  o b je c t iv e .

As e a r l i e r  co mmen ted up on  in  d is c u s s in g  o th e r  I F I s ,  th e  I n v e s t ig a t i v e  S t a f f  b e li e v e s  t h a t  th e  e v a lu a t io n  fu n c t io n  s h o u ld  be  b ro adened be yo nd  s im p ly  th e  e v a lu a t io n  o f  p r o je c t s  o r  s e c to r s  so  as  to  en co mpa ss  o b je c t iv e  re v ie w s  o f  bank p o l i c ie s  p ro c e d u re s ,  and  o p e ra t in g  d e p a r tm e n ts ,  w it h  i n s t i t u t i o n a l  m ech anism s m akin g su ch  e v a lu a t io n s  d i r e c t l y  re s p o n s iv e  to  th e  Board  o f  E x e c u ti v e  D ir e c to r s .  A ls o ,  th e  p ro c e s s  o f  re v ie w  o v e r  in d iv id u a l  lo a n  p r o je c t s  s h o u ld  in c lu d e  o b je c t iv e  a n a ly s e s  d u r in g  th e  im p le m e n ta t io n  s ta g e  o f  o n g o in g  p r o je c t s  so  as to  d e te c t  w eakn ess es w h il e  c o r r e c t iv e  a c t io n  ca n be  ta k e n  and to  in f lu e n c e  p o l i c y  in  a more t im e ly  fa s h io n .

4 . O v e rs ig h t  F u n c t io n s  o f  E x e c u t iv e  D ir e c to r s

ADB 's  Board  o f  E x e c u t iv e  D ir e c to r s  e s ta b l is h e d  an A u d i t  C om m it te e  o f  th re e  Board  me mb ers  in  Ju ne 1977. The C o m m it te e ’ s fu n c t io n  i s  (a ) to  a d v is e  on  th e  s e le c t io n  o f  th e  b a n k ’ s e x te r n a l a u d i t o r s ,  (b )  to  d is c u s s  and re v ie w  w it h  the m t h e i r  r e p o r t s ,  a n n u a l f i n a n c ia l  s ta te m e n ts ,  and  re com m enda tions  f o r  i n t e r n a l  c o n t r o ls ,  ( c )  to  s a t i s f y  i t s e l f  t h a t  th e  b a n k 's  i n t e r n a l  a u d i t  and p o s t  e v a lu a t io n  a c t i v i t i e s  a re  ade qu a te  and e f f i c i e n t ,  and  (d ) to  in q u i r e  in t o  m a tte rs  o f  s p e c i f i c  c o n c e rn  to  th e  C o m m it te e .

The  A u d it  C om m it te e ha s be en  a c t iv e  and  s u c c e s s fu l in  th e  r e c e n t  s t r e n g th e n in g  o f  b o th  th e  in t e r n a l  a u d i t  f u n c t io n  and  th e  p o s t e v a lu a t io n  f u n c t io n .  ADB has p la c e d  b o th  o f  th e s e  fu n c t io n s  w i t h in  man ag em en t, r e p o r t in g  d i r e c t l y  to  th e  P r e s id e n t ,  co m ple m ente d by th e  B o a rd 's  A u d it  C om m it te e w h ic h  s e rv e s  as a l i n k  be tw een  man ag em en t and th e  Board  w it h  r e s p e c t  to  t h e i r  a c t i v i t i e s .
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W h il e  th e re  sh o u ld  be  mor e d i r e c t  c o n t r o l  by  th e  
Boa rd  o v e r th e s e  a c t i v i t i e s ,  p e rh a p s  th ro u g h  an o v e r s ig h t  
s e c r e t a r ia t  d i r e c t l y  w i t h in  th e  B o a rd , a c c o u n t a b i l i t y  o f  
man ag em en t to  th e  Board  w i t h in  ADB is  enhance d s u b t ly  by  a 
n o n in s t i t u t io n a l i z e d  a d va n ta g e  n o t  a p p a re n t in  th e  o th e r  
I F I s .  T h is  a d va n ta g e  i s  th e  in fo rm a l and f r e e  in te rc h a n g e  
o f  a c t i v i t y  and bank docum ents  be tw een th e  Board  and man ag em en t 
w it h  c o n s id e ra b ly  le s s  c o m p a r tm e n ta li z a t io n  th a n  i s  e v id e n t  
among th e  o th e r  I F I s .  W heth er th e  ca use  is  th e  s m a ll e r  s iz e  
o f  th e  bank th a n  th e  W o rl d  Ba nk  o r  ID B o r  i s  th e  in f lu e n c e  
o f  th e  A s ia n  c u l t u r e  and p e rc e p t io n s  o f  p a r t i c ip a t o r y  man ag em en t 
c o n c e p ts ,  th e  r e s u l t  o f  g re a te r  a ccess  t o  docum ents  and  
man ag em en t a c t i v i t y  by th e  Board  i s  a h e a lt h y  o n e .

*
E. A f r ic a n  D eve lo pm en t Fund

AfDF  i s  th e  new est o f  th e  IF Is  to  w h ic h  th e  U n it e d  
S ta te s  i s  a c o n t r ib u t o r .  I t  was  e s ta b l is h e d  in  No vembe r

< 197 2 and com menced o p e ra t io n s  in  A u g u s t 1973. I t  i s  c e n t r a l l y
c o n t r o l le d  w i th  h e a d q u a r te rs  in  A b id ja n ,  I v o r y  C o a s t.

AfDF  has a Board  o f  E x e c u t iv e  D ir e c to r s  in  re s id e n c e  
in  A b id ja n ,  I v o r y  C o a s t,  w h ic h  i s  d i s t i n c t  fr om  th e  AfDB  B o a rd .
I t  does n o t  have a man ag em en t s t a f f  o f  i t s  own as  th e  manag em en t 
s t a f f  o f  AfDB  p e r fo rm s  a l l  man ag em en t and a d m in is t r a t iv e  fu n c t io n s  
f o r  th e  Fund. A c c o r d in g ly ,  d is c u s s io n s  h e re in  r e l a t i n g  to  
manag em en t s t r u c t u r e  and a d m in is t r a t iv e  a c t i v i t i e s  r e f e r  to  
th e  o r g a n iz a t io n a l  s t r u c t u r e  o f  AfDB  as i t  i s  supe rim posed  
o v e r th e  o p e ra t io n s  o f  A fD F. O p e ra t io n s  a re  c a r r ie d  on  in  
te m p o ra ry  o f f i c e  sp a ce ; a new b u i ld in g ,  w h ic h  w i l l  ho us e b o th  
th e  Ba nk  and th e  F und , i s  n e a r in g  c o m p le t io n .

The p re s e n t  o r g a n iz a t io n a l  and  o p e r a t io n a l a rr a n g e m e n ts  
st em  fr om  new a d m in is t r a t iv e  in s t r u c t io n s  is s u e d  by th e  
P re s id e n t  in  M ar ch  and S epte m ber 1977. C u r r e n t ly ,  th e re  a re  
v ic e  p re s id e n ts  f o r  a d m in is t r a t io n ,  p la n n in g ,  f in a n c e ,  and 
o p e ra t io n s .  Each v ic e  p re s id e n t  i s  s u p p o r te d  by a p p ro p r ia te  
d e p a r tm e n ts  and d i v i s io n s .  The o p e ra t io n s  a re a  in c lu d e s  an 
O p e ra ti o n s  D e p a rt m e n t and a P r o je c ts  D e p a rt m e n t.  The  L e g a l 
D e p a rt m e n t,  th e  C o n t r o l le r  D iv is io n ,  and th e  T re a s u ry  D iv is io n  
a re  a l l  p a r t  o f  th e  f in a n c e  a re a .

W it h  r e s p e c t  t o  o v e r a l l  a c c o u n t a b i l i t y ,  AfDF  has a 
sys te m  o f  man ag em en t c o n t r o ls  g e n e r a l ly  p a t te rn e d  a lo n g  th e  
l in e s  o f  th e  o th e r  I F I s .  I t  in c lu d e s  a nu mbe r o f  h e a d q u a r te rs  
c o n t r o l le d  and o p e ra te d  te c h n iq u e s  su ch  as  o v e r a l l  p ro gra m  
p la n n in g  and b u d g e t in g ,  p r o je c t  s e le c t io n  and p r e p a r a t io n ,  
p r o je c t  a p p r a is a l ,  lo a n  ag re em ent d o c u m e n ta t io n ,  and p r o je c t

*  s u p e r v is io n .  H ow ever,  n e i t h e r  AfDB  no r AfDF  has any d e ta ch e d
re v ie w  m ec hanism — i . e . ,  any in t e r n a l  a u d i t  o r  e v a lu a t io n  
a c t i v i t y  co n d u c te d  by em p lo yees d e ta ch e d  fr om  d a y - to -d a y  
o p e ra t in g  r e s p o n s i b i l i t i e s .  Some e x p e r im e n ta l w o rk  ha s be en
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s t a r t e d  w it h  r e s p e c t  to  e v a l u a t i o n  o f  c o m p le te d  p r o j e c t s  b u t 
a s  y e t  t h e r e  i s  no  e v a l u a t i o n  f u n c t i o n .  A d e c i s i o n  h a s b een  
ma de to  i n s t i t u t e  an i n t e r n a l  a u d i t  f u n c t io n  b u t  i t  i s  n o t 
y e t  o p e r a t i v e .  A l s o ,  t h e r e  h a s n o t b een  e s t a b l i s h e d  an y 
i n s t i t u t i o n a l i z e d  o v e r s i g h t  m ec ha ni sm  w it h in  th e  B oard  o f  
E x e c u t iv e  D i r e c t o r s .

W ith  r e s p e c t  to  p r o j e c t  e x e c u t io n  and  m o n it o r in g  t h e r e o f  
th e  p ro b le m s in  A f r i c a  a r e  e x a c e r b a t e d  b e c a u s e  o f  th e  n a rro w e r 
sp e c tr u m  from  w h ic h  to  r e c r u i t  e x p e r ie n c e d  p r o f e s s i o n a l s  a s  
w e l l  a s  th e  m or e l i m i t e d  i n s t i t u t i o n a l  c a p a c i t y  o f  th e  b o rr o w in g  
LD Cs.  In r e c o g n i t i o n  o f  t h e s e  p ro b le m s , AfD F h a s  em plo ye d 
th e  t e c h n i c a l  a s s i s t a n c e  te c h n iq u e  a s  a mea ns  o f  s t r e n g t h e n in g  
b o th  i t s e l f  an d b o rr o w e r  e x e c u t in g  a g e n c i e s .  I t  i s  a c o n t in u in g  
e f f o r t  and  th e  Fund i s  b e n e f i t i n g  from  su ch  e f f o r t s .

To s t r e n g t h e n  a c c o u n t a b i l i t y ,  AfD F to o k  a p r o g r e s s i v e  
s t e p  in  19 77  wh en i t  en g ag ed  a f ir m  o f  e x t e r n a l  c o n s u l t a n t s  
( P r i c e  W ate rh o u se  A s s o c i a t e s )  t o  r e v ie w  v a r i o u s  a s p e c t s  o f  
i t s  d is b u r s e m e n t and c o n t r o l  p r o c e d u r e s .  Th e r e v ie w  in c lu d e d  
c o n s i d e r a t i o n  o f  th e  p ro b le m s o f  r e c i p i e n t  c o u n t r i e s  in  s a t i s 
f y i n g  th e  r e q u ir e m e n ts  o f  th e  Fu nd . Th e P r ic e  W ate rh ou se  r e p o r t  
h a s  been  is s u e d  and c o n t a in s  a nu mber o f  c r i t i c a l  f i n d i n g s  an d 
ma ny c o n s t r u c t i v e  re co m m en d a ti o n s w h ic h  a re  q u i t e  b ro a d  in  
n a t u r e .  As a r e s u l t  o f  c o n s i d e r a t i o n  o f  th e  r e p o r t  b y  th e  
B oa rd  and  by to p  m anag em en t,  a t a s k  f o r c e  team  h a s be en  
c r e a t e d  to  im p le m en t th e  re c o m m e n d a ti o n s. Th e team  i s  o p e r 
a t i n g  under  th e  g u id a n c e  o f  th e  V ic e  P r e s id e n t  f o r  F in a n c e .
I t  c o n s i s t s  o f  a P r i c e  W a te rh o u se  c o n s u l t a n t  an d fo u r  ba nk 
e m p lo y e e s  from  d i f f e r e n t  d e p a r tm e n ts . The te am  s t a r t e d  in  
A u g u st 19 78  an d e x p e c t s  t o  c o m p le te  i t s  wor k in  one y e a r .  
P u rs u a n t to  re co m m en d a ti o n s in  th e  r e p o r t ,  a s e p a r a t e  c o n s u l
t a n t  p r o v id e d  by P r i c e  W ate rh o u se  i s  p r o v id in g  g u id a n c e  on  
th e  e s t a b l is h m e n t  o f  an i n t e r n a l  a u d i t  d e p a r tm e n t, i t s  
c h a r a c t e r i s t i c s ,  te rm s o f  r e f e r e n c e ,  m a n u a l,  an d a p ro p o sed  
f i r s t - y e a r  p ro g ra m . I t  i s  e n v is io n e d  t h a t  th e  i n t e r n a l  a u d i t o r  
w i l l  r e p o r t  d i r e c t l y  t o  th e  P r e s id e n t  an d w i l l  c o n d u c t f in a n 
c i a l  a u d i t s  n o t o n ly  o f  th e  b a n k /fu n d  a c t i v i t i e s  b u t  a l s o  o f  
b o r r o w e r s ' r e c o r d s .

e x p e r t s  wa s e s t a b l i s h e d  
A p r i l  19 7 8 . Th e r e p o r t

P u rs u a n t to  A fD F ’ s c h a r t e r  p r o v i s i o n  f o r  a co m pre 
h e n s iv e  and  c o n t in u in g  r e v ie w  o f  c o m p le te d  p r o j e c t s ,  p ro g ra m s, 
an d a c t i v i t i e s ,  a F i r s t  R evie w  C om m it te e o f  fo u r  in d e p e n d e n t 

in  19 77  and  su b m it te d  i t s  r e p o r t  in  
i s  a c o m p re h e n s iv e  docu m en t r e v ie w in g  

th e  Fun d’ s r o l e ,  le n d in g  p o l i c i e s ,  in v e s tm e n t p r o c e d u r e s , 
a d m i n i s t r a t i v e  c o s t s ,  o r g a n i z a t i o n  and  m an ag em en t,  an d th e  
a d m i n i s t r a t i v e  s t r u c t u r e  o f  th e  b a n k . Th e c o n c lu s i o n s  and 
re co m m en d a ti o n s in  th e  r e p o r t  c o v e r  a l l  th e  main a r e a s  o f  
AfD F o p e r a t io n s  p lu s  some  m em ber sh ip  an d re p le n is h m e n t 
a s p e c t s .  One o f  th e  f i n d i n g s  was  t h a t  th e  in fo r m a tio n  
a v a i l a b l e  in  p r o j e c t  f i l e s  i s  i n s u f f i c i e n t  f o r  an a d e q u a te
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e v a lu a t io n  to  be  u n d e rta k e n  up on  c o m p le t io n  o f  th e  p r o je c t .
The re com m enda tion  was t h a t  AfDF  u n d e r ta k e  e v a lu a t io n  o f  
co m p le te d  p r o je c t s ,  c re a te  s u f f i c i e n t  in fo r m a t io n  d u r in g  th e  
c o u rs e  o f  p r o je c t  e x e c u t io n  to  e n a b le  s u b se q u e n t e v a lu a t io n ,  
and  d e v is e  c r i t e r i a  and m eth ods f o r  th e  c o n d u c t o f  e v a lu a t io n s  
The  ta s k  fo rc e  team  p u rs u in g  th e  P r ic e  W ate rh ouse  r e p o r t  
re com m enda tions  is  s tu d y in g  a p ro p e r  a p p ro a ch  in  e s ta b l is h in g  
an e v a lu a t io n  m e th o d o lo g y  and s t a f f  to  c a r r y  i t  o u t .  A fD F ’ s 
a c t i v i t i e s  a re  so  r e c e n t ly  in a u g u ra te d  t h a t  no ne  o f  i t s  lo a n  
p r o je c t s  ha ve  y e t  been c o m p le te d .

To s tu d y  and im p le m e n t,  where  a p p ro p r ia te ,  th e  re co m 
m e n d a ti o n s  in  th e  a fo re m e n ti o n e d  re v ie w s  co n d uc te d  by o u ts id e  
e x p e r ts ,  th e  Board  o f  E x e c u t iv e  D ir e c to r s  has e s ta b li s h e d  a 
s te e r in g  co m m it te e  an d manag em en t has e s ta b l is h e d  a co m m it te e  
compo sed o f  v ic e  p re s id e n ts  and d e p a rtm e n t hea ds , b o th  o f  
w h ic h  a re  w o rk in g  c lo s e ly  to g e th e r  to  re s o lv e  th e  v a r io u s  
p o l i c y  is s u e s .
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V. ADMINISTRATI VE PRACT ICES, 
STA FFING, AND REMUNERATION

T h is  s e c t i o n  o f  th e  r e p o r t  d e a l s  w i th  th e  W or ld  B an k, IDB , 
and  ADB. AfDF i s  n o t  in c lu d e d  b e c a u s e  a l l  a d m i n i s t r a t i v e  
c o s t s  an d s t a f f  s u p p o r t  f o r  AfDF i s  b o rn e  by AfDB.

A. A d m i n i s t r a t i v e  B u d g e ts  an d P r o c e d u re s

A d m i n i s t r a t iv e  b u d g e ts  d i s t r i b u t i n g  a n t i c i p a t e d  o p e r a t in g  
c o s t s  o v e r  a v a r i e t y  o f  e x p e n s e  c a t e g o r i e s  a r e  f o rm u la te d  
a n n u a l ly  ( t h e  W or ld  Ba nk  o p e r a t e s  on  a f i s c a l  y e a r  from  J u l y  1 
t o  Ju n e  3 0 , w h i le  b o th  IDB an d ADB o p e r a t e  on  a  c a l e n d a r  y e a r )  
by  th e  m an agem en ts  o f  e a c h  o f  th e  I F I s  w i th  l i t t l e  o r  no  p a r t i 
c i p a t i o n  by th e  E x e c u ti v e  D i r e c t o r s .  F o ll o w in g  m an a g em e n t' s  
p r e p a r a t i o n ,  th e  b u d g e ts  a r e  p r e s e n t e d  to  th e  B o a rd s  o f  
E x e c u ti v e  D i r e c t o r s  f o r  r e v ie w , d i s c u s s i o n ,  a p p r o p r i a t e  
com m ents , and  a p p r o v a l .

S in c e  I F I  a d m i n i s t r a t i v e  e x p e n s e s  a r e  p a id  o u t  o f  IF I  
e a r n i n g s  an d n o t  th e  c o n t r i b u t i o n s  o f  me mb er g o v e rn m e n ts , th e  
n e t  e f f e c t  i s  t h a t  a l l  a d m i n i s t r a t i v e  c o s t s  a r e  a c t u a l l y  
b o rn e  by b o r ro w e rs  r a t h e r  th a n  d o n o r s .  Su ch  m et hod o f  c o v e r in g  
a d m i n i s t r a t i v e  c o s t s ,  a cc o m p a n ie d  by  th e  f a c t  t h a t  th e  I F I s  
do  n o t  p a y  d iv id e n d s  fr om  e a r n i n g s  on  th e  fu n d s  i n v e s te d  by  
me mb er g o v e rn m e n ts , c r e a t e s  an  a tm o sp h e re  o f  d i s i n t e r e s t  on  
th e  p a r t  o f  d o n o r  c o u n t r i e s  c o n c e r n in g  IF I  a d m i n i s t r a t i v e  
e x p e n s e s ,  an d b o rro w e r  c o u n t r i e s  a r e  n o t  in  a c o m f o r ta b le  
p o s i t i o n  t o  c h a l l e n g e  I F I  m an agem ent on  th e  p ro p o se d  b u d g e ts .
An o f f i c i a l  o f  o ne  o f  th e  I F I s  s t a t e d  t h a t  w i th o u t  a need  to  
a c c o u n t  t o  s t o c k h o ld e r s  f o r  d iv id e n d s  o r  t o  g o v e rn m e n ta l 
a u t h o r i t i e s  w i th  l e g i s l a t i v e  b u d g e ta r y  c o n t r o l s ,  t h e r e  i s  a 
l a c k  o f  an y  n a t u r a l  b r a k e  on  th e  a d m i n i s t r a t i v e  b u d g e t an d 
g r e a t e r  " f re e d o m  to  m an eu v er"  on th e  p a r t  o f  b ank  m an agem en t.  
H ow ev er , m an ag em en t p r i d e s  i t s e l f  on  i t s  e f f i c i e n c y  an d c o s t -  
e f f e c t i v e  a n a ly s e s  o f  p ro g ra m s so  t h a t  i t  b e l i e v e s  i n t e r n a l  
d i s c i p l i n e s  s e r v e  a s  w e l l  a s  su c h  n a t u r a l  b r a k e s .

A c o m p a r is o n  i s  s e t  f o r t h  in  T a b le  3 t h a t  fo l lo w s  o f  th e  
FY 1978  a d m i n i s t r a t i v e  b u d g e ts  o f  th e  W or ld  Ba nk  (IBR D /ID A ),  
IDB , an d ADB by b ro a d  e x p e n s e  c a t e g o r i e s .  T h is  c o m p a ris o n  
sh ow s t h a t  p e r s o n a l  s e r v i c e s ,  c o n s u l t a n t s ,  an d c o n t r a c t u a l  
s e r v i c e s  f o r  a l l  o f  th e  I F I s  a c c o u n t  f o r  a b o u t 75  p e r c e n t  o f  
th e  a d m i n i s t r a t i v e  b u d g e ts .  Th e t a b l e  f o l lo w s  ( d o l l a r s  in  
t h o u s a n d s ) :
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Th e W or ld  B a n k 's  FY 19 79  a d m i n i s t r a t i v e  b u d g e t ( y e a r  e n d in g  Ju n e  3 0 , 19 79 ) i s  $ 2 5 3 .3  m i l l i o n  c a s t  in  1978 d o l l a r s ,  o r  an  i n c r e a s e  in  r e a l  te rm s  o f  8 p e r c e n t .  P a r t  o f  t h i s  i n c r e a s e  i s  a t t r i b u t e d  t o  a d i r e c t  c o r r e l a t i o n  w it h  th e  ty p e  o f  p r o j e c t s ,  i . e . ,  g r e a t e r  o v e rh e a d  i s  a p p l i c a b l e  to  th e  s o - c a l l e d  "new  s t y l e "  l o a n s .  P r o j e c t s  d e a l i n g  w i th  i r r i g a t i o n ,  h e a l t h ,  e d u c a t io n ,  r u r a l  d e v e lo p m e n t,  an d u rb a n  re n e w a l a re  m or e co m ple x an d r i s k i e r ,  from  an  eco nom ic  p ay b ack  p r o g n o s is  s t a n d p o in t ,  an d t h e r e f o r e  r e q u i r e  mor e s t a f f  ti m e  to  a n a ly z e .  The y a l s o  in v o lv e  s m a l le r  am oun ts  o f  mo ney  p e r  lo a n ;  h e n c e , m or e lo a n s  a r e  r e q u i r e d  to  co m m it a v a i l a b l e  f u n d s . The c h an g e  in  e m p h a s is  o f  t h e  I F l s '  le n d in g  p ro g ra m s i s  r e p o r te d  t o  have s i g n i f i c a n t l y  in c r e a s e d  th e  a d m i n i s t r a t i v e  c o s t  p e r  d o l l a r  o f  lo a n  com m it m en t.

T a b le  4 , i l l u s t r a t i n g  IF I  o p e r a t i o n a l  i n d i c a t o r s ,  sh ow s a d m i n i s t r a t i v e  c o s t s  a s  a p e r c e n ta g e  o f  lo a n s  a p p ro v e d  to  be  2 .9  p e r c e n t  a t  th e  W or ld  B an k,  3 .4  p e r c e n t  a t  IDB , an d 2 .5  p e r c e n t  a t  ADB. T h is  r e l a t i o n s h i p ,  w h il e  u se d  by  th e  i n s t i t u t i o n s  to  i l l u s t r a t e  t h a t  th e  a d m i n i s t r a t i v e  e x p e n se  p e r  d o l l a r  l e n t  i s  r e l a t i v e l y  lo w , i s  a q u e s t io n a b l e  i n d i c a to r  o f  th e  i n s t i t u t i o n ' s  e f f i c i e n c y  s in c e  th e  I F l s  a r e  w ork in g  w ith  e x tr e m e ly  l a r g e  t r a n s a c t i o n s  w hic h co m m it on  th e  a v e ra g e  in  e x c e s s  o f  $2 0 m i l l i o n  p e r  t r a n s a c t i o n  (W or ld  Ba nk— $36  m i l l i o n ;  IDB— $ 2 0 .1  m i l l i o n ;  an d AD3— $ 2 0 .2  m i l l i o n ) .
W h il e  none o f  th e  i n d i c a t o r s  show n in  T a b le  4 can  be  m easu re d  a g a i n s t  an y e s t a b l i s h e d  o r  pre su m ed  op ti m um , th e y  a r e  i n t e r e s t i n g  in  c o m p ari n g  one IF I  a g a i n s t  th e  o t h e r s .From a c o m p o s it e  o f  a l l  th e  i n d i c a t o r s ,  i t  i s  a p p a r e n t  t h a t  ADB o p e r a t e s  mor e a u s t e r e l y .  T a b le  4 f o l lo w s ;
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Tab le  4

«

OPERATIONAL INDICATORS

A d m in is tr a ti v e  Budge t (OOO's) —

1978 Bu dgets
ibrd/ ida IDB AD3

$ 239,995 $ 68 ,39 5 $ 25 ,95 7
Amount o f  Loan •

Commitments (OOO's) ---------------- $ 8, 40 0,00 0 $ 2,01 0,00 0 $ 1, 05 0, 00 0
Ave rage Commitment -------------------- $3 6,00 0,0 00 $2 0,10 0,0 00 $2 0,20 0,00 0
Number o f P ro je c ts /

Loans  App ro ve d------------ ------------ 233 100 52
P ro je c ts  Under Superv is io n  -------- 1,2 81 490 230
Gro ss  Income (m il li o n s) ------------ $ 2,0 18 .8 $ 470.4 $ 137 .1
P ro fe ss io n a l S ta f f  -------------------- 2,321 926 345
Su pp or t S ta f f  ----------------------------- 2,1 52 691 551
T ota l S ta f f  -------------------------------- 4,473 1,6 17 896
A dm in is tr a ti ve  Ex penses as a

P erc en t o f  Loa ns Approved ------ 2.9% 3.4% 2.5%
P ro fe ss io n a l P o s it io n s

A dm in is tr a ti ve  Expen ses
9. 3 6.6

Pe r Approved P ro je c t -------------- $ 1,03 0,02 1 $ 683,9 50 $ 499,1 73
A dm in is tr a tive  Exp ense Pe r

P ro fe ss io n a l P o s it io n  ------------ $ 103 ,40 2 $ 73 ,86 1 $ 75 ,233
A dm in is tr a ti ve  Exp ense Pe r

P ro je c t , Doth New and
Under Super vis io n  ------------------- $ 158 ,517 $ 115 ,924 $ 92 ,046

P ro fe ss io n a l S ta f f  as a
P erc en t o f  T ota l S ta f f  ----------- 51.9% 57.3% 38.5%

Gross  Inca ne  Pe r $ o f
A dm in is tr a ti ve  Expense ----------- $ 8. 41 $ 6.88 $ 7.21

*

105

42-57 1 0  -  79 - 9



128

A s e n i o r  W or ld  Ba nk  o f f i c i a l  s t a t e d  th e  W or ld  Ba nk  m an ag em e n t,  an d u n d o u b te d ly  t h a t  o f  th e  o t h e r  I F I s ,  i s  o p e r a t in g  u n d e r  a f a l l a c i o u s  im p r e s s io n  t h a t  t h e r e  sh o u ld  be  a d i r e c t  c o r r e l a t i o n  b e tw een  th e  s i z e  o f  th e  b a n k 's  s t a f f  an d th e  am oun t o f  mon ey  l e n t ,  p o i n t i n g  o u t  t h a t  th e  E x p o r t- Im p o r t  Ba nk  o f  J a p a n  w i th  70 0 e m p lo y e e s  h a n d le s  m or e lo a n s  th a n  th e  W orl d  Ba nk  d o e s  w i th  4 ,5 0 0  e m p lo y e e s . A n o th e r IF I  o f f i c i a l  o b s e rv e d  t h a t  t h e r e  a r e  no  r a t i o n a l  t o o l s  w it h  w h ic h  t o  m easu re  th e  n eed  f o r  in c r e a s e d  o p e r a t i o n a l  w ork . For o p e r a t i n g  d e p a r t m e n ts , i t  i s  m ost  d i f f i c u l t  to  a r r i v e  a t  m e a su re s  o f  p ro d u c t i v i t y  an d c o s t  e f f e c t i v e n e s s ;  w i th in  th e  s u p p o r t  d e p a r tm e n ts  i t  i s  much e a s i e r  t o  m ea su re  p r o d u c t i v i t y  an d t h e r e f o r e  gauge  b u d g e ta r y  n e e d s . 
w

T h e re  a r e  no  c u r r e n t  s t u d i e s  o f  th e  B a n k 's  a d m i n i s t r a t i v e  c o s t s  now underw ay  o r  r e c e n t l y  c o m p le te d  e x c e p t  th e  j o i n t  W orl d  Ban k/ IM F c o m p e n sa ti o n  s tu d y ,  te rm ed  th e  "K afk a"  s tu d y .W it h in  th e  W or ld  B ank , th e  Pro gra m m in g an d B u d g e ti n g  D ep art m en t ws e r v e s  to p  m an ag em en t in  a re v ie w  an d p o l i c y  e x a m in a t io nf u n c t i o n  an d a n n u a l ly  p e r fo rm s  s t u d i e s  t o  a d d r e s s  b ank  p o l i c yand  m ea ns o f  s a v in g  c o s t s  f o r  th e  b a n k . D u ri n g  th e  p re v io u sf i s c a l  y e a r ,  th e y  p e rfo rm e d  s t u d i e s  o f  b an k  t r a v e l  p o l i c y ;th e  p o t e n t i a l  f o r  m ak in g g r e a t e r  u se  o f  l o c a l  em p lo y e es  w i th inb o r ro w in g  c o u n t r i e s ;  s tu d y  o f  t h e  b a n k 's  r e s e a r c h  a c t i v i t i e se m p h a s iz in g  h o ld in g  down  th e  c o s t s  o f  t h e s e  a c t i v i t i e s ;  an d as tu d y  o f  th e  c o s t  o f  m an po w er  ex p en d ed  on  p r o j e c t s  t h a t  n e v e rr e a c h  f r u i t i o n .  I t  was  t h i s  l a s t  s tu d y  t h a t  le d  t o  th ed e c i s i o n  f o r  m an ag em en t to  reco m men d a r e d u c t io n  o f  i t sl e n d in g  f o r  to u r is m  p r o j e c t s  an d to  g r a d u a l ly  p h a s e  th em  o u te x c e p t  f o r  e x c e p t i o n a l  c i r c u m s ta n c e s  o r  by  l e n d in g  th ro u g hI C I s .

R ep ro gra m m in g

W it h in  e ac h  o f  th e  I F I s ,  a d m i n i s t r a t i v e  b u d g e ts  s e r v e  a s a fr am ew o rk  f o r  c o n t r o l  o f  o p e r a t i o n a l  e x p e n s e s  w i th  v a ry in g  d e g r e e s  o f  r i g i d i t y  an d e a c h  p e r m i t s  re p ro g ra m m in g  o f  b u d g e te d  fu n d s  t o  som e e x t e n t .

C u r r e n t l y ,  t h e r e  a r e  no  s p e c i f i c  c o n s t r a i n t s  w i th in  th e  W or ld  Ba nk  p r o h i b i t i n g  m an ag em en t from  re p ro g ra m m in g  ad m in i s t r a t i v e  e x p e n s e s  fr om  o n e  c a t e g o r y  t o  a n o th e r  w i th o u t  B oa rd  a p p r o v a l .  When an  o v e ra g e  o c c u r s ,  i t  i s  t r a n s f e r r e d  t o  l i q u i d  a s s e t s  an d r e s e r v e s  by  m anagem en t;  s h o r t a g e s  on  th e  o t h e r  hand  h av e  t o  be  fu n d ed  by a B oar d  am en dm en t to  th e  a d m in is t r a t i v e  b u d g e t .  In  r e v ie w in g  th e  FY 19 78  O p e r a t in g  an d A d m in i s t r a t iv e  B u d g e t,  o ne  E x e c u ti v e  D i r e c to r  s u g g e s te d  th e  b u d g e t  be  s u b m itt e d  by  c a t e g o r i e s  t h a t  c o u ld  n o t  be  r e p r o -  *gram med  w i th o u t  B oard  a p p r o v a l .  The P r e s i d e n t  n o te d  th e  s u g g e s t i o n  an d s t a t e d  i t  sh o u ld  be  c o n s id e r e d .
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ADB r e q u ir e s  man ag em en t to  o b ta in  Board  a p p ro v a l f o r  
t r a n s fe r s  be tw een  m a jo r  h e a d in g s  o r  when t r a n s fe r s  betw een 
l i n e  it e m s  under m a jo r  h e a d in g s  in v o lv e  b a s ic  p r i n c i p l e s ,  
p o l i c y ,  o r  s e n s i t iv e  it e m s ,  such  as r e p r e s e n ta t io n  e x p e n d it u re s .  
O th e rw is e ,  man ag em en t i s  a u th o r iz e d  to  make t r a n s fe r s  betw een 
it e m s  f a l l i n g  w i t h in  a m ain  h e a d in g . Fun ds  b udge te d  as c o n t in 
g e n c ie s  a re  a v a i la b le  f o r  th e  P re s id e n t  to  use as  he  se es 
f i t .  I f  fu n d s  o th e r  th a n  th o s e  bud ge te d  a re  n e c e s s a ry , no 
e x p e n d it u re s  ca n be  made w it h o u t  a s u p p le m e n ta ry  b u d ge t 
p re p a re d  by man ag em en t and a p p ro ve d  by th e  Board  o f  E x e c u ti v e  
D i r e c t o r s .

The IDB Board  o f  E x e c u t iv e  D ir e c to r s  a u th o r iz e s  manag em en t 
to  s h i f t  fu n d s  be tw een  th e  16 b u d g e ta ry  c a te g o r ie s  s h o u ld  i t  
be  n e c e s s a ry  to  c o v e r  u n fo re s e e n  expenses in  excess o f  th e  
am ounts  a ll o c a te d  up  t o  2 p e rc e n t  o f  th e  am ou nt  a u th o r iz e d  
f o r  any b u d g e t c a te g o r y ,  p ro v id e d  th e  am ount t r a n s fe r r e d  is  
n o t in  e xce ss  o f  10 p e rc e n t  o f  th e  t o t a l  a lr e a d y  a u th o r iz e d  
f o r  th e  c a te g o ry  t o  w h ic h  th e  t r a n s f e r  is  made.

IBRD T ra n s fe r s  t o  ID A in  L ie u  o f  D iv id e n d s

S in c e  FY 1964, th e  W orld  Ba nk  has a n n u a ll y  app ro ved  
t r a n s fe r s  fr o m  IBRD n e t in co me to  IDA re s o u rc e s  t o t a l in g  
$ 1 ,2 2 5  b i l l i o n  as  o f  June  30 , 1978. The  W o rl d  Bank a n n u a l 
f i n a n c ia l  s ta te m e n ts  a t  Ju ne 30 , 1978, show  t h a t  th e  IBRD 
s t i l l  owes $ 7 3 4 ,5 0 3 ,0 0 0  t o  IDA as  a r e s u l t  o f  th e s e  "a p p ro v e d  
t r a n s fe r s  ."

The E x e c u t iv e  D ir e c to r s  a re  r e q u ir e d  t o  make  th e  a n n ua l 
d e c is io n  on  a l l o c a t io n  o f  IBRD n e t inco me to  th e  Bank g e n e ra l 
re s e rv e  and to  rec om me nd  to  th e  Board  o f  G o ve rn o rs  how muc h,  
i f  a n y , to  t r a n s f e r  by g ra n t  to  ID A . S in c e  1969, th e  annua l 
t r a n s fe r s  have  be en  e i t h e r  $1 00  m i l l i o n  o r  $1 10  m i l l i o n .

I n i t i a l l y ,  in  o rd e r  t o  mee t ID A cash  re q u ir e m e n ts ,  "a p p ro ve d  
t r a n s f e r s "  fr o m  IBRD w ere  dra w n on a p ro  r a ta  b a s is  w it h  
d o n o r re p le n is h m e n t  c o n t r ib u t io n s .  The  W o rl d  Ba nk  a c c o u n ts  
f o r  each re p le n is h m e n t  s e p a ra te ly  and th e re  have  be en  f i v e  
r e p le n is h m e n ts ;  h e n ce , th e re  a re  f i v e  s e ts  o f  r e c o rd s .  W it h in  
each re p le n is h m e n t r e c o r d ,  lo a n s  a re  re c o rd e d  as  com m itm ents  
( o b l i g a t io n s )  w it h  th e  com m itm ent c e i l i n g  in  eac h s e t  o f  
re c o rd s  b e in g  th e  re p le n is h m e n t  p lu s  th e  "a p p ro v e d  t r a n s f e r "  
a u t h o r i t y .

In  1974, a t  m anagem ent's  re com m enda tion  and w it h  Board  
a p p ro v a l,  th e  t r a n s f e r  p ro c e d u re  was ch ange d t o  d ra w  on  IBRD 
t r a n s f e r s  l a s t  r a th e r  th a n  on  a p ro  r a ta  b a s is  in  m ee tin g  
d is b u rs e m e n ts  on  IDA com m itm en ts . T h is  ch ange  in  sys te m  does 
n o t  a l t e r  th e  a n n u a l a p p ro v a l o f  t r a n s f e r  o f  fu n d s  fr om  IBRD 
to  ID A b u t  does ca use  ID A to  u t i l i z e  th e  t o t a l  am ou nt  o f  
s p e c i f i c  r e p le n is h m e n t  p le d g e s  fr om  d o n o rs  b e fo re  d ra w in g  on
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IBRD a p p ro ve d  t r a n s f e r  a u t h o r i t y  f o r  d is b u rs e m e n ts  a p p li c a b le
to  t h a t  re p le n is h m e n t p e r io d .  W it h  th e  slowdown o f  d is b u rs e m e n ts ,
IDA  has n o t  us ed  up  p r i o r  re p le n is h m e n t  a u t h o r i t y  an d so  ha s
n o t ne ed ed  y e t  to  ha ve  th e  $ 7 3 4 .5  m i l l i o n  t r a n s fe r r e d  to  i t s
b o o k s . By r e t a in in g  c u s to d y  o f  th e s e  fu n d s ,  IBRD i s  a b le  to
a c c ru e  in co me on  th e  undra wn p o r t io n  to  th e  e x te n t  i t  re m a in s
a p a r t  o f  IB R D 's  in v e s te d  fu n d s .

A s e n io r  W orld  Ba nk  o f f i c i a l  no te d  t h a t  th e re  has be en  
p re s s u re  by s e v e ra l la r g e  d o n o r c o u n tr y  memb ers  to  show 
g re a te r  a n n u a l in c re a s e s  in  p r o f i t s  by n o t t r a n s f e r r in g  
e a rn in g s  to  IDA and to  d e c la re  a c tu a l d iv id e n d s .  The  d o n o rs  
a p p ly in g  p re s s u re  a ls o  f e e l  t h a t  c u r r e n t  IBRD le n d in g  r a te s  
a re  to o  lo w  and sh o u ld  be  r a is e d  to  g e n e ra te  p r o f i t s  in  excess 
o f  th e  $2 00  t o  $2 50  m i l l i o n  t h a t  ha s be en  ea rn ed  a n n u a ll y  by  
IBRD in  r e c e n t  y e a rs .  The se  d o n o rs  b e li e v e  bo nd  b u y e rs  sh o u ld  
be a b le  to  se e r i s i n g  p r o f i t s .  The  o f f i c i a l  o b se rv e d  t h a t  by  
d e c la r in g  d iv id e n d s  th e re  m ig h t be  g re a te r  c o s t  c o n s c io u s n e s s  „
and  c o n t r o l  o v e r a d m in is t r a t iv e  exp e nse s , a lt h o u g h  he b e li e v e s  
th e  W o rl d  Ba nk  does v e ry  w e ll  in  a p p ly in g  q u a l i t y  c o n t r o l  to  
a d m in is t r a t iv e  e xp e nse s .

T re a s u ry  and th e  IF I  B udge ts

T re a s u ry  ta k e s  th e  p o s i t io n  c o n c e rn in g  IF I  a d m in is t r a t iv e  
b u d g e ts  t h a t  w h il e  fu n d s  f o r  a d m in is t r a t iv e  expenses come 
fr om  in t e r e s t  and s e r v ic e  c h a rg e s  p a id  by  b o r ro w e rs ,  th e y  a re  
n e v e r th e le s s  co n ce rn ed  th a t  th e se  p u b l ic  fu n d s  a re  a d m in is te re d  
p r o p e r ly .  Each U .S . E x e c u t iv e  D ir e c to r  fo rw a rd s  a copy o f  
th e  I F I  a d m in is t r a t iv e  b u d g e t to  T re a s u ry  f o r  r e v ie w .  T re a s u ry  
i s  p a r t i c u l a r l y  in te r e s te d  in  and ha s exam in ed in  d e t a i l  
s a la r i e s ,  f i r s t  c la s s  t r a v e l ,  a n n u a l m e e ti n g  c o s ts ,  and 
em plo yee b e n e f i t s .  The U .S . has ta k e n  is s u e  w it h  th e s e  adm in 
i s t r a t i v e  expenses th ro u g h  b o th  th e  G o ve rn o rs  and E x e c u ti v e  
D ir e c to r s  and changes have  been made o r ,  as  in  th e  ca se  o f  
s a la r ie s  and b e n e f i t s  d is c u s s e d  l a t e r ,  s tu d ie s  a re  underw ay 
d e a li n g  w it h  p o s s ib le  ch a n ge .

A c c o rd in g  to  T re a s u ry ,  m ost o th e r  gove rn m e n ts  have  l i t t l e  
o r  no  in t e r e s t  in  th e  I F I s '  a d m in is t r a t iv e  c o s ts ,  s a la r y  
l e v e ls ,  and t r a v e l  c o s ts .  S e v e ra l o th e r  mem ber c o u n t r ie s ,  in  
l i g h t  o f  U .S . i n t e r e s t  in  re d u c in g  s a la r y  le v e ls  o f  I F I s ,  
have  e xp re sse d  co n c e rn  o v e r k e e p in g  s a la r y  le v e ls  h ig h  in  
o rd e r  to  a t t r a c t  h ig h  q u a l i t y  p e o p le  fr om  t h e i r  c o u n t r ie s  to  
s e rv e ,  p a r t i c u l a r l y  in  l i g h t  o f  th e  i n f l a t i o n  and d e v a lu a t io n  
o f  th e  d o l l a r  as  co mpa re d to  t h e i r  n a t iv e  c u r r e n c ie s .

IF I  T ra v e l «■

B o th  th e  W orld  Ba nk  and IDB  have  an nou nce d more r e s t r i c t i v e  
a i r  t r a v e l  p o l i c ie s  d u r in g  1978. An o f f i c i a l  o f  th e  W orld  
Ba nk  n o te d  th a t  p r i o r  to  th e  change in  i t s  f i r s t  c la s s  t r a v e l
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policy, it considered itself vulnerable, and justifiably so, 
to criticism. In February 1978, the World Bank announced 
that all travel in the short zone (flights under 9 hours) 
would be economy class and in the long zone (travel to points 
south of Colombia and to Asia, Africa, and Turkey) would be 
first class. The class of travel is related to fatigue and 
not rank; under the new policy, all bank personnel will travel 
the same class for the same distances. The number of stopovers 
authorized for lengthy trips has been reduced in the new travel 
policy. Exceptions to the policy on economy-class travel relate 
to health, space availability, and excessive travel during a 
12-month period.

ADB is reviewing its travel policy although its current 
policy is restrictive, allowing first-class travel only for 
the President, Vice President, Board of Directors, and 20 
senior staffers. The current IDB travel policy permits first- 
class travel for only the President, Executive Vice President, 
and Executive Directors.
B. Staffing Patterns and Remuneration

1. Staffing

As stated earlier, personnel costs, including consul
tants and/or contractual services, account for approximately 
75 percent of IFI administrative costs. IFI personal services, 
excluding consultants and contractual services, represent 
68.4 percent of the World Bank administrative budget, 73.7 
percent of IDB's, and 70.0 percent of ADB's administrative 
budget. The following table illustrates the number of 
employees, both professional and supporting, budgeted for by 
each of the IFIs for the most current year for which data 
were available.

________ Authorized Positions_______
Professional Supporting Total

World Bank— FY 1979 ------ 2410
IDB— FY 1979

(excluding Board of 
Directors and Group 
of Controllers) -------- 938

2259 4669

691 1629
AD3--FY 1973 ------------- 345 551 896

The IFI staffs are composed of personnel from each 
member government, with only a few countries not having any 
nationals employed. None of the IFIs admit to operating a
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q u o ta  sy s te m  f o r  s t a f f i n g  b u t  r a t h e r  r e f e r  to  an in fo r m a l 
sy s te m  o f  em plo ym en t p e r c e n t a g e s .  Th e U .S . T r e a s u r y  f a v o r s  
su ch  sy s te m  and  c o n te n d s  t h a t  th e  U n it e d  S t a t e s  r e c e i v e s  a 
h ig h e r  p e r c e n ta g e  o f  jo b s  th a n  i t s  p e r c e n ta g e  o f  in v e s tm e n t in  
th e  I F I s  an d , in  a d d i t i o n ,  r e c e i v e s  o v e r  50 p e r c e n t  o f  th e  
c o n s u l t a n t  w o rk .

I n t e r n a l  g u i d e l i n e s  a r e  f o ll o w e d  t h a t  im pose  c e i l i n g s  
on  p e r s o n n e l fr om  s p e c i f i c  c o u n t r i e s  t h a t  a re  so m ew hat  in  
l i n e  w it h  t h e i r  c o n t r i b u t i o n s .  Th e p r e s e n t  c e i l i n g  on  U .S . 
n a t i o n a l  e m p lo y e e s  a t  th e  W or ld  Ba nk  i s  27  p e r c e n t  o f  th e  
t o t a l  p e r s o n n e l .  C u r r e n t l y ,  th e  W or ld  Ba nk  h a s  a l l  th e  U .S . 
an d B r i t i s h  e m p lo y e e s  a p p r o p r ia t e  under  th e  c e i l i n g s  and i s  
t r y i n g  t o  r e c r u i t  m a in ly  fr om  LD Cs .

A l l  s t a f f  p o s i t i o n s  h ave  a p r o b a t io n a r y  p e r io d  an d , 
a c c o r d in g  to  T r e a s u r y  an d Ban k o f f i c i a l s ,  th e  W or ld  Ba nk  d o e s 
f i r e  p e o p le  i f  th e y  p ro v e  in c o m p e te n t d u r in g  th e  p r o b a t io n a r y  
p e r io d  r e g a r d l e s s  o f  t h e i r  c o u n t r y  o r  o r i g i n .

The W or ld  Ba nk  (IBR D/IDA)  a s  o f  D ec em be r 3 1 ,  1 9 7 7 , 
ha d 2 ,2 5 5  p r o f e s s i o n a l  e m p lo y e e s  o f  w h ic h  5 76 , o r  2 5 .5  p e r c e n t  
w ere  U .S . n a t i o n a l s .  T o t a l  s t a f f i n g ,  in c lu d in g  2 ,0 24 n on p ro 
f e s s i o n a l s ,  was  4 ,2 7 9 , o f  w h ic h  1 , 1 8 2 ,  o r  2 7 .6  p e r c e n t ,  w er e 
U .S . n a t i o n a l s .  IFC a s  o f  D ec em be r 3 1 ,  1 9 7 7 , ha d 253 em p lo ye e 
o f  w h ic h  6 1 ,  o r  2 4 .1  p e r c e n t ,  w e re  U .S . n a t i o n a l s .  The p e rc e n  
ta g e  o f  U .S . c o n t r i b u t i o n s  to  I3 RD , ID A,  an d IF C a s  o f  Ju ne 30 
1 9 7 8 , w as  2 5 .5 ,  2 8 .4 , and  3 7 .6 ,  r e s p e c t i v e l y .

As  o f  F e b ru a r y  1 7 ,  19 7 8 , IDB had  a t o t a l  o f  1 ,6 0 9  
e m p lo y e e s , d i s t r i b u t e d  a s  f o l l o w s :

T o t a l  U .S . N a t io n a ls
P e r c e n t  o f

Numb er T o t a l

P r o f e s s i o n a l s :
I n t e r n a t i o n a l

L o c a l F i e ld

N o n p r o f e s s io n a l :
I n t e r n a t i o n a l  ---------------

L o c a l F i e ld  -------------------

T o t a l  S t a f f

-8 27 197 2 3 .8

79
90 6 L97 2 1 .7

51 6 51 9 .9

187
70 3 ~ 51 7 .3

1,6 0 9 248 1 5 .4

11 0
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U .S . p a r t i c i p a t i o n  in  IDB O rd in a r y  and I n t e r r e g io n a l  C a p it a l as  o f  Ju ne 30 , 1978, was 3 4 .8  p e rc e n t  and  in  th e  FSO was 66 .4  p e r c e n t .

As o f  M ar ch  1 , 1978, ADB ha d a t o t a l  s t a f f i n g  o f  845 , compo sed o f  338 p r o fe s s io n a ls  and a s u p p o r t in g  s t a f f  o f  507.Of  th e  p r o fe s s io n a ls ,  31 , o r  9 .2  p e r c e n t ,  a re  U .S . n a t io n a ls  and th e re  a re  no  U .S . n a t io n a ls  among th e  s u p p o r t in g  s t a f f  
so  t h a t  o v e r a l l  U .S . p a r t i c i p a t i o n  is  3 .7  p e rc e n t .  V i r t u a l l y  a l l  s u p p o r t in g  s t a f f  a re  P h i l i p p in e  n a t io n a ls .  The  U .S . s u b s c r ip t io n  to  th e  ADB as  o f  May 3 1 , 1978, was 9 .3 5  p e rc e n t .

♦ As  ca n be  s e e n , th e  p e rc e n t  o f  U .S . em plo ym ent inb o th  th e  W orld  Ba nk  Gro up and ADB i s  s im i la r  to  th e  U .S . in v e s tm e n t.  T h is  i s  n o t  so  in  ID B where  th e  U n it e d  S ta te s  ha s c o n t r ib u te d  3 4 .8  p e rc e n t  o f  th e  O rd in a ry  and I n t e r r e g io n a l C a p it a l an d 6 6 .4  p e rc e n t  o f  th e  FSO w h il e  U .S .-  n a t io n a ls  r e p re s e n t  1 5 .4  p e rc e n t  o f  th e  t o t a l  s t a f f  and o n ly2 3 .8  p e rc e n t  o f  th e  in t e r n a t io n a l  p r o fe s s io n a l p o s i t io n s  as  o f  F e b ru a ry  17, 1978.

T re a s u ry  o f f i c i a l s  n o te d  t h a t  s t a f f i n g  ne ed s a re  a man ag em en t f u n c t io n  o f  th e  I F I s  and i t  i s  im p o s s ib le  f o r  
T re a s u ry  to  d e te rm in e  th e  nu mbers  o f  p e rs o n n e l r e q u ir e d  by th e  I F I s .  H ow eve r,  T re a s u ry  c la im s  to  make co m p a ri so n s  be tw een IF Is  and to  ha ve  them  j u s t i f y  p e rs o n n e l le v e ls  th ro u g h  th e  U .S . E x e c u t iv e  D ir e c to r s  who a re  e xp e c te d  to  ta k e  up c o n c e rn s  d u r in g  th e  a n n u a l b u d g e t re v ie w s  by th e  Board  o f  E x e c u ti v e  D i r e c to r s .  The se  o f f i c i a l s  n o te d  t h a t  f o r  th e  p a s t 3 o r  4 y e a rs ,  o v e r a l l  p e rs o n n e l le v e ls  a t  IDB  had been  h ig h  in  r a t i o  to  th e  o th e r  banks b u t  th e  c u r r e n t  le v e l  now i s  more  in  l i n e  w it h  th e  o th e r  I F I s .

F ie ld  O p e ra t io n s

B o th  th e  W orl d  Bank and ADB o p e ra te  under s im i la r  t h e o r ie s  o f  c e n t r a l iz e d  man ag em en t w it h  s t a f f  me mb ers  n a k in g  f r e q u e n t  f i e l d  t r i p s  to  s u p e rv is e  p r o je c t s  as  w e ll  as  to  p e rfo rm  o th e r  ta s k s  as r e q u ir e d ,  w h il e  ID B p la c e s  more re s p o n s i b i l i t y  on  r e s id e n t  r e p r e s e n ta t iv e s  in  b o rro w in g  c o u n t r ie s .As o f  F e b ru a ry  23 , 1978, IDB had r e p r e s e n ta t iv e s  in  23 C e n tra l and S ou th  A m eri can  c o u n t r ie s  as  w e l l  as  r e p r e s e n ta t iv e s  w it h  th e  I n s t i t u t e  f o r  L a t in  A m eri can  I n t e g r a t io n  and r e p r e s e n ta t iv e s  lo c a te d  in  F ra nce  and th e  U n it e d  K in gdom . Mos t IDB f i e l d  r e p r e s e n ta t iv e s  a re  lo c a te d  in  th e  c a p i t a l  c i t i e s  o f  th e  b o rro w in g  c o u n t r ie s .

Th e IDB f i e l d  o f f i c e  fu n c t io n  is  d e s c r ib e d  as  b e in g  o r ie n te d  80  t o  90 p e rc e n t  to w a rd  lo a n  a d m in is t r a t io n  r a th e r  th a n  id e n t i f y i n g ,  p re p a r in g ,  o r  e v a lu a t in g  p r o je c t s .  Resp on s i b i l i t i e s  a s s ig n e d  to  f i e l d  o f f i c e s  in c lu d e  p ro v id in g  
t e c h n ic a l in fo r m a t io n  and a s s is ta n c e  d u r in g  im p le m e n ta t io n
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a s  w e l l  a s  r e v ie w s  o f :  b id  c a l l s  (a n d  c e r t i f i c a t i o n  t h a tth e y  a r e  f a i r ) ;  p r o j e c t  d e s i g n ;  d i s b u r s e m e n t  p r o c e d u r e s ,in c lu d in g  o v e r s e e in g  t h a t  p r o j e c t  b i l l s  a r e  s u b m i t te d  to  IDBh e a d q u a r te r s  f o r  p ro m p t p ay m en t;  d i s b u r s e m e n t  r e c o n c i l i a t i o n ;b o r r o w e r - p r o v id e d  a u d i t  r e p o r t s ;  an d wor k p e r fo rm e d  byeng  i n e e r s .

IDB f i e l d  o f f i c e s  w ere  o n c e  p e r c e iv e d  a s  no m or e th a n  m a i lb o x e s ,  b u t  d u r in g  t h e  1 9 7 0 's  t h e r e  was  a t h r u s t  w i th in  th e  b an k  on p r o j e c t  s u r v e i l l a n c e  w h ic h  r e s u l t e d  in  a r e o r g a n i z a t i o n  o f  th e  o p e r a t i o n s  d e p a r tm e n t ,  u n d e r w hic h  f i e l d  o f f i c e s  a r e  l o c a t e d ,  w i th  m or e e m p h a s is  p la c e d  on f i e l do f f i c e s  an d t h e i r  r o l e  in  p r o j e c t  m o n i to r in g .  Th e IDB G ro up  *o f  C o n t r o l l e r s  i s  now in  th e  p r o c e s s  o f  e x a m in in g  th e  r o l e  o f  t h e  IDB f i e l d  o f f i c e  an d f i e l d  r e p r e s e n t a t i v e s .

A s e n i o r  IDB o f f i c i a l  n o te d  t h a t  th e  q u a l i t y  o f  f i e l d  o f f i c e  p e r s o n n e l  i s  im p ro v in g . In  th e  p a s t ,  m em be rs  o f  th e  -IDB B oard  o f  E x e c u ti v e  D i r e c t o r s  w h il e  s e r v in g  on  th e  Boa rdw ere  r e p o r t e d  o f t e n  t o  h av e  sh o p p ed  f o r  t h e i r  n e x t  jo b  a s  ah e a d q u a r t e r s  o r  f i e l d  em p lo yee  o f  IDB.  Suc h p r a c t i c e  h a sb e en  p a r t i a l l y  ch an g ed  in  t h a t  E x e c u ti v e  D i r e c t o r s  c an  no lo n g e r  a c c e p t  an  IDB p o s i t i o n  w i th in  o ne  y e a r  a f t e r  le a v in g  th e  B o a rd .

W hil e  W or ld  Bank  o p e r a t i o n s  a r e  h ig h ly  c e n t r a l i z e d ,  th e y  a l s o  m a in ta in  f i e l d  o f f i c e s  w hic h  a r e  l o c a t e d  in  28 c o u n t r i e s  o u t s i d e  th e  U n it e d  S t a t e s  w i th  417  su c h  a u th o r i z e d  p o s i t i o n s  f o r  1 9 79 , i n c lu d in g  13 6 p r o f e s s i o n a l s .

W it h in  th e  W or ld  B ank, t h e r e  a r e  d i f f e r e n c e s  o f  o p in io n  a s  to  th e  m e r i t  o f  a s s i g n i n g  p e rm a n en t p e r s o n n e l  o v e r s e a s .  One o p in io n  i s  t h a t  b o th  a p p r a i s a l  an d s u p e r v i s i o n  a r e  e n h an c ed  w here  W or ld  Ban k r e p r e s e n t a t i v e s  a r e  p r e s e n t  in  th e  b o rro w in g  c o u n tr y  by  b e t t e r  d e f in i n g  p r o j e c t s  an d e n s u r in g  c l o s e r  s u p e r v i s i o n  by  t h e  b o r ro w e r . A n o th e r o p in io n  i s  t h a t  p l a c i n g  one r e p r e s e n t a t i v e  in  th e  f i e l d  i s  n o t  c o s t - e f f e c t i v e  in  t h a t  i t  e q u a t e s  to  a l o s s  o f  on e an d o n e - h a l f  p r o f e s s i o n a l s  in  W a sh in g to n . A f u r t h e r  o p in io n  i s  t h a t  th e  n a tu r e  o f  th e  p r o j e c t  an d th e  d e g r e e  o f  d i f f i c u l t y  a s s o c i a t e d  w i th  i t s  im p le m e n ta t io n  sh o u ld  d e te r m in e  th e  ty p e  o f  s u p e r v i s i o n  a f f o r d e d  th e  p r o j e c t ,  i . e . ,  w h e th e r  i t  i s  m o n it o re d  from  h e a d q u a r te r s  o r  th e  f i e l d .

D u ri n g  i t s  f i e l d  v i s i t s ,  th e  I n v e s t i g a t i v e  S t a f f  m et  w i th  b o th  IDB an d W or ld  Ba nk  r e p r e s e n t a t i v e s  w here  p r e s e n t .In  e ac h  c a s e  th e  r e p r e s e n t a t i v e s  an d t h e i r  s t a f f s  a p p e a re df a m i l i a r  w i th  t h e  lo a n s  an d w ith  th e  b o r r o w e r 's  p ro b le m s  in  ’e x e c u t in g  th e  p r o j e c t s .  In  s e v e r a l  s i t u a t i o n s ,  I l ’I  r e p r e s e n t a t i v e s  a cco m p an ie d  I n v e s t i g a t i v e  S t a f f  m em be rs  on  p r o j e c t  v i s i t s  an d in  e ac h  c a s e  w ere  known to  p r o j e c t  p e r s o n n e l .  In  s e v e r a l  p r o j e c t s  v i s i t e d  by th e  I n v e s t i g a t i v e  S t a f f ,  th e  IE I
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f i e l d  r e p r e s e n t a t i v e s  had  p la y e d  a r o l e  in  s u g g e s t in g  s o l u t i o n s  
to  p ro b le m s  fa c e d  by  th e  e x e c u t in g  a g e n c ie s .

2 . S a l a r i e s

In  r e s p o n s e  t o  C o n g r e s s io n a l  i n t e r e s t  an d th e  p u b l i 
c i z i n g  o f  I F I  s a l a r i e s  r e s u l t i n g  from  C o n g r e s s io n a l  h e a r i n g s ,  
th e  E x e c u ti v e  B ra n ch  h a s  ma de  an  e f f o r t  t o  e f f e c t  c h a n g e s  in  
th e  W or ld  Ba nk  an d IDB c o m p e n sa ti o n  p ro g ra m s  a s  w e ll  a s  in  th e  
m et hod o f  t a x  r e im b u rse m e n t t o  U .S . n a t i o n a l s .  P ro b le m s a t  
ADB d i f f e r  an d a r e  d i s c u s s e d  s e p a r a t e l y .

4 The q u e s t i o n  o f  e x c e s s i v e  c o m p e n sa ti o n  amo ng I F I s  i s
n o t  ne w; in  J a n u a ry  1 9 7 6 , th e  C o m p tr o l le r  G e n e ra l o f  th e  U n it e d  
S t a t e s  i s s u e d  a  r e p o r t  e n t i t l e d ,  " T a x -F re e  S a l a r i e s  o f  th e  
I n t e r n a t i o n a l  D ev elo p m en t B an ks  Exce ed  T hose  o f  A ll  Member 
G o v e rn m e n ts ."  T h is  r e p o r t  fo und  t h a t  in  19 74  th e  a v e ra g e

« p r o f e s s i o n a l  s a l a r i e s  a d ju s t e d  f o r  t a x - f r e e  s t a t u s  an d a l lo w 
a n c e s  w ere  $ 3 5 ,2 8 6  a t  th e  W or ld  Ban k and  $ 3 3 ,1 2 0  a t  IDB, 
com pare d  t o  t h e  U .S . C i v i l  S e r v ic e  a v e ra g e  w hic h  was  $ 2 0 ,2 8 3 . 
GAO a l s o  s u rv e y e d  s e l e c t e d  i n t e r n a t i o n a l  d e p a r tm e n ts  o f  U .S . 
b a n k s  an d r e p o r t e d  t h a t  p r o f e s s i o n a l  s t a f f s  t h e r e  e a rn e d  
a v e ra g e  s a l a r i e s  o f  $ 3 0 ,0 0 0 . GAO, among  o t h e r  t h i n g s ,  
re co m m en de d t h a t  U .S . T r e a s u r y  o f f i c i a l s ,  " d e v e lo p  p o l ic y  
p o s i t i o n s  c o n c e r n in g  a p p r o p r i a t e  s a l a r y  l e v e l s  f o r  th e  d e v e l 
opm en t b a n k s ."

Th e c o m p e n s a ti o n  i s s u e  r a i s e d  by  th e  U n it e d  S t a t e s  
h a s  r e s u l t e d  in  c o n s i d e r a b l e  d i s c u s s i o n  an d s tu d y  w i th in  th e  
W orld Bank  and  IDB . One  o f f i c i a l  n o te d  t h a t  W or ld  Ba nk  m an age
m en t e x p e c ts  som e s a l a r y  a d ju s tm e n ts  in  b o th  d i r e c t i o n s  (u pw ard  
an d do wnw ar d)  a s  a r e s u l t  o f  c u r r e n t  e f f o r t s  to  a d j u s t  th e  
s a l a r y  s t r u c t u r e .  C u r r e n t  s a l a r i e s  a r e  c o n s id e r e d  by  t h i s  
o f f i c i a l  t o  be  e x c e s s i v e  a t  th e  lo w e r  p r o f e s s i o n a l  l e v e l s  an d 
th r o u g h o u t  t h e  n o n p r o f e s s i o n a l  s t a f f ,  b u t  n o t  a t  th e  u p p e r  
p r o f e s s i o n a l  s t a f f  l e v e l s .

Th e U n it e d  S t a t e s  was  i n s t r u m e n t a l  in  o b t a i n i n g  a 
s tu d y  o f  c o m p e n s a ti o n  p r i n c i p l e s  an d s t r u c t u r e  o f  th e  IMF 
an d th e  W orl d  Ba nk  b y  p r i v a t e  c o n s u l t a n t s  (C o o p e rs  & L y b ra n d  
A s s o c i a t e s ,  L im it e d  an d T o w ers , P e r r i n ,  F o r s t e r  & C ro sb y) 
w h ic h  r e s u l t e d  in  a J a n u a r y  19 78  r e p o r t  to  th e  G ov ern m en ts  
o f  F ra n c e , G er m an y,  J a p a n ,  th e  U n it e d  K in gd om , an d th e  U n it e d  
S t a t e s .  T h is  s tu d y  d id  n o t  p ro p o s e  c h a n g in g  th e  c u r r e n t  
p h i lo s o p h y  o f  m a in t a in in g  a b s o l u te  e q u i t y  in  c o m p e n sa ti o n  
am ong s t a f f  m em be rs  o f  d i f f e r e n t  n a t i o n a l i t i e s .  I t  d i d ,  
h o w e v e r,  r e c o g n iz e  i n e q u i t i e s  in  th e  c u r r e n t  sy s te m  o f

*  co m p u ti n g  th e  re im b u rs e m e n t f o r  t a x e s  t h a t  r e s u l t s  in  o v e r 
c o m p e n s a ti o n , w hic h  t h e  U .S . C o n g re ss  ha d b een  aw are  o f  p r i o r  
t o  th e  s tu d y .

C o o p e rs  6 L y b ra n d  in  p a r t  re co m m en ded :
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(a )  C o m p en sati o n  s h o u ld  be  b a se d  on  c o m p a ris o n s  w it h  
m a rk e t r a t e s  w h ic h  a p p ly  in  a s i n g l e  c o u n t r y  
who se  c o m p e n sa ti o n  l e v e l s  w i l l  e n a b le  th e  Fund 
and th e  Ba nk  t o  r e c r u i t  and r e t a i n  s t a f f  fro m 
th e  g r e a t  m a j o r i t y  o f  c o u n t r i e s .

(b )  T hat th e  U n it e d  S t a t e s  p r i v a t e  s e c t o r  be  use d a s  
a b a s i s  f o r  c o m p a ris o n  f o r  th e  p r o f e s s i o n a l  
s t a f f  and  s u g g e s te d  th e  W a sh in g to n , D .C . ,  q u a l i t y  
p r i v a t e  s e c t o r  f o r  th e  su p p o r t  s t a f f .

( c )  E x e c u t iv e  D i r e c t o r s ' co m p e n sa ti o n  p o s s i b l y  sh o u ld  
be  b a se d  on a sam p le  o f  th o s e  d ip lo m a t ic  s t a f f
in  W ash in gto n  fr om  m a jo r c o u n t r i e s  who hav e 
s i m i l a r  s t a t u s  a s  t h e i r  E x e c u t iv e  D i r e c t o r s .

(d )  S a la r y  s t r u c t u r e  s h o u ld  be  e x p r e s s e d  in  g r o s s  
te rm s an d e x p a t r i a t e  s t a f f  sh o u ld  be  p a id  n e t ,  
u s in g  a v e r a g e  d e d u c t io n s  and  k ey  f a m ily  c h a r a c 
t e r i s t i c s  so  a s  t o  re d u c e  th e  g r o s s  s a l a r y  s c a l e .

( e )  R evi ew  o f  th e  e x t e n t  to  w h ic h  e x p a t r i a t e  a l l o w 
a n c e s  a r e  now a p p r o p r ia t e  and a d e q u a te  a s  w e l l  
a s  a r e v ie w  o f  th e  c u r r e n t  a rra n g e m e n ts  f o r  
s o c i a l  s e c u r i t y  f o r  b o th  U .S . n a t i o n a l s  an d 
e x p a t r i a t e s .

( f )  C o m p en sati o n  be r e v ie w e d  e v e r y  3 y e a r s  w it h  
c o m p a ra to r  o r g a n i z a t i o n s  f o r  b o th  p r o f e s s i o n a l  
and s u p p o r t  s t a f f .

In  th e  an n u al W or ld  Ban k c o m p e n sa ti o n  r e v ie w  a s  o f  
March  1 ,  1 9 7 8 , m an ag em en t p ro p o se d  to  th e  E x e c u t iv e  D i r e c t o r s  
a n e t  s a l a r y  in c r e a s e  f o r  a l l  s t a f f  b e lo w  th e  P r e s id e n t  and  
S e n io r  V ic e  P r e s id e n t  e q u i v a l e n t  t o  th e  p e r c e n ta g e  r i s e  in  
th e  W ash in gto n  Co ns um er  P r i c e  In d ex  f o r  th e  12  m on th s 
F e b ru a r y  19 77 t o  F e b ru a r y  19 7 8 . T h is  i n c r e a s e  wa s th en  a n t i 
c i p a t e d  t o  be  a p p r o x im a te ly  7 p e r c e n t .  F o ll o w in g  d i s c u s s i o n  
and s e p a r a t e  c o n s u l t a t i o n s  b y  th e  U .S . E x e c u t iv e  D i r e c t o r  
w it h  h i s  c o u n t e r p a r t s ,  th e  B oard  in  May 19 78 v o te d  (a  5 1 
p e r c e n t  m a jo r i t y )  t o  l i m i t  th e  c o s t - o f - l i v i n g  r a i s e  t o  3 .5  
p e r c e n t .  The q u e s t io n  c o n c e r n in g  th e  o t h e r  h a l f  o f  th e  
p ro p o se d  r a i s e  wa s d e f e r r e d  u n t i l  c o m p le t io n  o f  an i n t e r n a l  
s t u d y ,  w it h  th e  p r o v is o  o f  b a c k d a t in g  i t  i f  i t  w ere  l a t e r  
a p p ro v e d . The W or ld  Ba nk  a c t i o n  was  fo ll o w e d  by  IDB w h ic h  
l i m i t e d  i t s  a n n u al c o s t - o f - l i v i n g  r a i s e  to  3 .5  p e r c e n t  a t  
t h a t  t im e .

Upon e n c o u n te r in g  d e l a y  in  c o m p le t io n  o f  th e  i n t e r n a l  
s tu d y  an d s u b m is s io n  o f  r e p o r t  t h e r e o f ,  th e  E x e c u t iv e  D i r e c t o r s  
a p p ro v e d  m a n agem en t' s r e q u e s t  in  th e  F a l l  o f  19 78  to  g r a n t  
th e  o t h e r  h a l f  ( 3 .5  p e r c e n t)  o f  th e  p r e v i o u s l y  recomm en de d
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7 p e rc e n t  c o s t - o f - l i v i n g  in c re a s e ,  b a c k d a t in g  i t s  e f f e c t  to  
March  1 , 1978.  ID B fo ll o w e d  s im i la r  a c t io n ,  b a c k d a t in g  th e  
r a is e  f o r  IDB e m p lo yees  to  June 1 , 1978.

A J o in t  C om m it te e  on  S t a f f  C om pensa tion  Is s u e s  ( r e fe r r e d  
t o  as  th e  K a fk a  C om m it te e ) was  e s ta b l is h e d  in  J u ly  1977, as  
p ro posed  by m an ag em en t.  I t s  r e p o r t  to  th e  B oard s o f  D ir e c to r s  
o f  th e  W orl d  Ba nk  and IMF was n o t  co m p le te d  and is su e d  u n t i l  
J a n u a ry  1979. Th e c o m m it te e , c h a ir e d  by A le x a n d re  K a fk a , an 
IMF E x e c u t iv e  D i r e c t o r ,  was co mpo sed o f  15 m em bers -- 5  fr om  
ea ch  B o a rd , p lu s  5 o u ts id e  e x p e r ts .

The K a fk a  C om m it te e  recommende d t h a t  p ro fe s s io n a l 
co m p e n s a ti o n  o f  th e  W orl d  Ba nk  and IMF be  ba se d on a sa m ple  
o f  U .S . C i v i l  S e rv ic e  and p r i v a t e  s e c to r  c o m p e n s a ti o n , w it h  
e q u a l w e ig h t  g iv e n  b o th  s e c to r s .  P r e l im in a r i l y ,  th e  m id p o in t  
o f  each Ban k and Fund s a la r y  ra n g e  s h o u ld  be e q u a l to  th e  
e s ta b l is h e d  U .S . C i v i l  S e rv ic e  and p r i v a t e  s e c to r  b a se ; th e n  
th e re  s h o u ld  be ad de d a 10 p e rc e n t  pre m iu m  to  th e  Bank and 
Fun d pay s c a le s  to  a s s u re  q u a l i t y  and to  a t t r a c t  em plo ye es 
fr o m  o th e r  h ig h - s a la r ie d  c o u n t r ie s .  I t  was  rec om me nded  t h a t  
Ba nk  and Fund f r i n g e  b e n e f i t s  s h o u ld  r e t a in  th e  same r e la 
t io n s h ip  t o  s a la r ie s  as e x is t  w i t h in  th e  U .S . C i v i l  S e rv ic e  
and p r i v a t e  s e c to r .  The K a fk a  C om m it te e  made f u r t h e r  re co m 
m e n d a ti o n s  c o n c e rn in g  ta x  re im b u rs e m e n t w h ic h  a re  d is c u s s e d  
in  a l a t e r  s e c t io n  o f  th e  r e p o r t  d e a li n g  w it h  th a t  t o p ic .
O th e r  re co m m en d a tio n s  made w e re : no  g e n e ra l e x p a t r ia t io n  
a ll o w a n c e  a t  th e  p re s e n t  t im e ;  a s e t t l i n g - i n  and te rm in a t io n  
g r a n t ;  p re s e n t  r e lo c a t io n  a s s is ta n c e  s h o u ld  be ex te nd e d  to  
lo c a l  n a t io n a ls  who w ere  r e c r u i t e d  in  W a s h in g to n ; s u p p o r t  
s t a f f  s a la r ie s  s h o u ld  be s e t  a t  5 p e rc e n t  above  s e le c te d  
a g e n c ie s  in  th e  U .S . C i v i l  S e rv ic e  f o r  th e  a ve ra ge  o f  each  
s a la r y  ra n g e .

C o n c e rn in g  r e t ir e m e n t  b e n e f i t s , . th e  K a fk a  C om m it te e 
p ro posed  re - e x a m in a t io n  o f  th e  p re s e n t  m etho d o f  d e te rm in in g  
th e  p e n s io n a b le  base  and su g g e s te d  e i t h e r  a fo rm u la  bas ed  on 
th e  ta x  codes in  a nu mbe r o f  c o u n t r ie s ,  w it h  " g ro s s in g -u p "  
ba se d on  a v e ra g e  d e d u c t io n s  f o r  th e  U n it e d  S ta te s  ta x  co de  
and  co m p a ra b le  m eth ods in  o th e r  c a s e s , o r  a syste m  bas ed  
s o le ly  on  th e  U n it e d  S ta te s  ta x  co de  and a ve ra g e  d e d u c t io n s .  
The te rm  " g ro s s in g -u p "  r e fe r s  to  a c o m p u ta ti o n  by  w h ic h  a 
s a la r y  n e t  o f  any in co m e ta x  i s  c o n v e r te d  to  a g ro s s  s a la r y  in c lu d in g  inco me ta x .

A t th e  ti m e  o f  th e  w r i t i n g  o f  t h i s  r e p o r t ,  th e  W orld  
Ba nk  and IMF  E x e c u ti v e  D ir e c to r s  had re c e iv e d  th e  K a fk a  
C om m it te e  r e p o r t  f o r  c o n s id e ra t io n  b u t  had n o t a c te d  on  i t s  
re co m m en d a tio n s . I t  i s  e xp e c te d  t h a t  w h a te v e r a c t io n  is  
ta k e n , IDB w i l l  f o l lo w  th e  d e c is io n  o f  th e  W orld  Bank s in c e  
IDB man ag em en t and th e  IDB Board  o f  E x e c u ti v e  D ir e c to r s  ha ve  
be en  a w a it in g  th e  r e s u l t s  o f  th e  K a fk a  C om m it te e  s tu d y  b e fo re  
m akin g  any changes  in  th e  IDB co m p e n s a ti o n  p o l ic y .
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Th e Ka Ek a C om m it te e s t u d y  and r e p o r t  d id  n o t e s t a b l i s h  
th e  b a s e  s a l a r i e s  a p p l i c a b l e  t o  IF I  g r a d e s ,  i . e . ,  th e  d e t e r m in a t io n  o f  an a p p r o p r ia t e  am alga m o f  c i v i l  s e r v i c e  and  p r i v a t e  s e c t o r  re m u n e r a ti o n  w as  n o t e s t a b l i s h e d  a s  c o m p a ra to rs  w it h  
th e  I F I  g r a d e  s t r u c t u r e s .  Such  s t e p  re m a in s  t o  be  p erf orm ed  
by  th e  W or ld  Ba nk  a n d / o r  ID B.

One c o m p a ra to r  w o rth y  o f  c o n s i d e r a t i o n  i s  th e  an n u al s t u d y  p e rfo rm ed  b y th e  O f f i c e  o f  P e r s o n n e l M an ag em en t (OPM),  
f o r m e r ly  th e  C i v i l  S e r v i c e  C o m m is si o n , o f  a p p r o p r ia t e  p r i v a t e  s e c t o r  s a l a r i e s  a s  a g u id e  to  th e  P r e s id e n t  in  m akin g re co m 
m e n d a ti o n s  f o r  a d ju s tm e n ts  to  c i v i l  s e r v i c e  s a l a r i e s .  OPM u t i l i z e s  g r o u p in g s  o f  v a r i o u s  p r o f e s s i o n s ,  e . g .  a c c o u n t a n t s ,  
c h e m i s t s ,  e n g i n e e r s ,  e t c . ,  t o  a r r i v e  a t  a p r i v a t e  s e c t o r  a v e r a g e  f o r  c o m p a ra b le  w ork  to  t h a t  p e rf o rm ed  by p e r s o n n e l 
h o ld in g  th e  v a r io u s  p r o f e s s i o n a l  c i v i l  s e r v i c e  g r a d e s .  The p r i v a t e  e n t e r p r i s e  p a y l i n e  show n b e lo w  r e s u l t s  fr om  th e  s u r v e y  o f  a v e r a g e  a n n u a l s a l a r i e s  o f  p r i v a t e  s e c t o r  p o s i t i o n s  c o m p a ra b le  to  c i v i l  s e r v i c e  p o s i t i o n s  and  th e  w e ig h t in g  o f  
t h e s e  s u rv e y e d  p o s i t i o n s  b y  th e  r e l a t i v e  nu mb er o f  s i m i l a r  c i v i l  s e r v i c e  p o s i t i o n s  b y  g r a d e .  U si n g  t h i s  s u r v e y  o f  
s e l e c t e d  g r a d e s ,  a com p u te r tr e n d  l i n e  i s  e s t a b l i s h e d  to  a r r i v e  a t  th e  G S-1 6  th ro u g h  18 p r i v a t e  e n t e r p r i s e  p a y l i n e .  W it h o u t r e g a r d  to  s t a t u t o r y  c e i l i n g s ,  b y  w h ic h  c i v i l  s e r v i c e  a c t u a l  g r a d e s  c u r r e n t l y  a r e  co m p ressed  a t  th e  u p p er l e v e l s ,  
and  w it h o u t  a tte m p t in g  f i n a l  ju d g m e n ts  on  w h ic h  I F I  l e v e l  co m p a re s t o  w h ic h  c i v i l  s e r v i c e  l e v e l ,  s e t  o u t  b e lo w  f o r  
19 7 7  ( th e  l a t e s t  p e r io d  f o r  w h ic h  c o m p le te  IF I  d a ta  i s  
a v a i l a b l e )  a re  th e  OPM f i n d i n g s  on  p r i v a t e  s e c t o r  l e v e l s ;  
th e  g o vern m en t l e v e l s  in  e f f e c t  w ith o u t  c o m p r e s s io n  o f  
c e i l i n g s ;  and  th e  W or ld  Ba nk  l e v e l s  in  e f f e c t :
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T a b le  5

C i v i l  S e rv ic e
G ra de L e v e ls P r iv a te  

E n te r p r is e  
P a y li n e

W orl d  Ba nk  L e v e ls
Gra de

S a la ry  a t  
Max imum G ra de

S a la ry  a t
Maximum

E x e c u t iv e  
L e v e l:

I $ 6 6 ,0 0 0 — P re s id e n t $116,0 50

I I 5 7 ,5 0 0 __
S e n io r  V ic e  
P re s id e n t 106 ,9 50

I I I 5 2 ,5 0 0 —

IV 50 ,0 00 —
P r o fe s s io n a l :

0 97 ,3 20
V 4 7 ,5 0 0 —

G e n era l 
S c h e d u le :

18 5 8 ,2 4 5 $61,3 94 p 89 ,5 70
17 56 ,3 24 54 ,3 79 0 86 ,4 70
16 5 3 ,7 3 5 4 7 ,6 2 8 N 74 ,9 60
15 4 7 ,0 2 5 4 1 ,2 4 8 M 64 ,5 60
14 3 9 ,9 7 5 35 ,3 24 L 54 ,3 90
13 3 3 ,8 2 5 29 ,9 13 K 43 ,4 50
12

11

28 ,4 44

2 3 ,7 3 9

25 ,0 47

20 ,7 39

J
N o n P ro fe s s io n a l 

I

33 ,9 40

30 ,4 40
10 21 ,6 0 4 18 ,7 93 H 30,4 40
9 19 ,6 17 16 ,9 80 G 25 ,9 4 0
8 17 ,7 57 15 ,2 99 F 22 ,0 30
7 16,0 35 13,7 46 E 22 ,0 3 0
6 14 ,4 31 12,3 17 D 18 ,7 50
5 12,9 47 11 ,0 05 C 16 ,6 10
4 11 ,5 75 9 ,8 05 B 15 ,1 50
3 10 ,3 06 8 ,7 11 A 13 ,0 60
2 9 ,1 50 7 ,7 18

1 8 ,0 82 6 ,8 19
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A t an  A p r i l  19 78  W or ld  Ba nk  Boa rd  m e e t in g , f o l lo w i n g  
th e  Boa rd  d e c i s i o n  t o  l i m i t  th e  th e n  c o s t - o f - l i v i n g  r a i s e  to  
3 .5  p e r c e n t ,  tw o E x e c u t iv e  D i r e c t o r s  s u g g e s te d  t h a t  i t  w oul d 
be  h e l p f u l  i f  th e  U n it e d  S t a t e s  a u t h o r i t i e s  c o u ld  mak e i t  know n t h a t  a lt h o u g h  th e y  b e l i e v e d  s t a f f  s a l a r i e s  w er e to o  h i g h ,  th e y  wou ld  n o t ma ke a d e c i s i o n  u n t i l  a l l  th e  e v id e n c e  ha d been  
exam in ed  b y th e  K a fk a  C om m it te e an d t h a t ,  when th e  C om m it te e s u b m it te d  i t s  r e p o r t ,  th e  U n it e d  S t a t e s  wou ld  n o t b r in g  un du e 
p o l i t i c a l  p r e s s u r e  on anyone to  i n f lu e n c e  th e  B o a r d 's  d e c i s i o n  on  th e  K a fk a  C o m m it te e 's  r e p o r t  and  re co m m en d a ti o n s. Th e I n v e s 
t i g a t i v e  S t a f f  wa s a d v is e d  t h a t  c u r r e n t  U n it e d  S t a t e s  e f f o r t s  
to  a l t e r  I F I s  an d IMF c o m p e n sa ti o n  p o l i c i e s  have  had a p o l a r 
i z i n g  e f f e c t  o f  s t r e n g t h e n in g  n a t i o n a l i s t i c  f e e l i n g s  an d o f  c r e a t i n g  p r o - U n ite d  S t a t e s  and  a n t i - U n it e d  S t a t e s  f a c t i o n s  in  
e a c h  o f  th e  i n s t i t u t i o n s .

S e n io r  IF I  o f f i c i a l s  a d v is e d  th e  I n v e s t i g a t i v e  S t a f f  
t h a t  a t te m p t s  t o  co m par e s t a f f  m em ber s'  s a l a r i e s  p r i o r  to  
j o i n i n g  th e  ban k s w it h  bank s t a r t i n g  s a l a r i e s  i s  f r a u g h t  w it h  p ro b le m s t h a t  m us t be d e a l t  w it h  on an i n d i v i d u a l  b a s i s .  In 
many c o u n t r i e s ,  s a l a r i e s  a r e  n o t a s  s i g n i f i c a n t  a p o r t io n  o f  t o t a l  c o m p e n sa ti o n  a s  th e y  a re  in  th e  U n it e d  S t a t e s .  Fo r 
e x a m p le , on e ba nk e x e c u t i v e  in  h i s  p r i o r  em plo ym en t had  a 
c h a u f fe u r  an d h o u se h o ld  h e lp  f u r n is h e d .  In  some c o u n t r i e s , 
a l l  e d u c a t io n  i s  p ro v id e d  f r e e  o f  c h a r g e  th ro u g h  c o l l e g e  
y e a r s ;  in  a d d i t i o n ,  m e d ic a l and r e t i r e m e n t  p ro gra m s a r e  o f t e n  
s u b s id iz e d  to  g r e a t e r  e x t e n t s  th a n  i s  th e  c a s e  in  th e  I F I s .

P e r s o n n e l who  c o n t in u e  t o  h ave  e x p e n s e s  to  m ee t in  
t h e i r  home c o u n t r i e s ,  su c h  a s  f a m i ly  o b l i g a t i o n s ,  h a v e  been  a f f e c t e d  b y th e  d e c l i n i n g  v a lu e  o f  th e  U .S . d o l l a r  in  w o rld  
m a rk e ts . On th e  o t h e r  han d, many s t a f f  r e c r u i t e d  from  LDCs a r e  r e c e i v i n g  s u b s t a n t i a l l y  g r e a t e r  t o t a l  re m u n e r a ti o n  th an  
wa s th e  c a s e  in  t h e i r  p r i o r  em plo ym en t w it h in  th e  bDC.

T h e re  i s ,  o f  c o u r s e ,  n o th in g  more n a t u r a l  o r  mo re 
to  th e  e m p lo y e e s ' i n t e r e s t s  th an  c o m b a tt in g  tr e n d s  and e f f o r t s  to  s c a l e  dow n s a l a r i e s  o r  to  h o ld  them  l e v e l  u n t i l  i n f l a t i o n  
h a s a c c o m p li s h e d  a s i m i l a r  r e s u l t .  From r e v ie w in g  m in u te s  o f  
Boa rd  m in u te s , i t  i s  a p p a re n t  t h a t  th e  U n it e d  S t a t e s  i s  n ot 
a lo n e  in  e f f o r t s  to  h o ld  down s a l a r y  in c r e a s e s  u n t i l  lo w e r c o m p a ra b le  g r a d e  l e v e l s  a r e  r e a c h e d . A t th e  sam e t im e , i t  i s  
a p p a r e n t  t h a t  th e  i s s u e  i s  an  e m o t io n a l o n e . I t  c a n n o t now be  d is c e r n e d  w h eth e r a d o p t io n  o f  th e  K a fk a  C om m it te e re com 
m e n d a ti o n s  an d a f u r t h e r  s tu d y  t o  s e t  s c a l e s  w i l l  r e s u l t  in  an  o v e r a l l  r e d u c t io n  o r  i n c r e a s e  o f  s a l a r i e s ;  v e r y  l i k e l y ,  
i t  w i l l  r e s u l t  in  th e  in c r e a s e  o f  som e l e v e l s  an d th e
r e d u c t io n  o f  o t h e r s .
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W orld  Ba nk  S a la ry  S c a le

I F I s  o p e ra te  s t r u c tu r e d  p e rs o n n e l sys te m s w h ic h  c o n ta in  
s e p a ra te  g ra d e d  s c a le s  f o r  p r o fe s s io n a l and s u p p o r t  p e rs o n n e l.
In  th e  W o rl d  B ank, th e re  a re  e ig h t  p r o fe s s io n a l  g ra d e s  w it h  th e  
e n t r y  le v e l  b e in g  g ra d e  J and  th e  h ig h e s t  le v e l  g ra d e  0 ,  e x c lu 
s iv e  o f  th e  to p  o f f i c e r s .

Th e f o l lo w in g  ta b le  i l l u s t r a t e s  W orl d  Ba nk  n e t  s a la r ie s  
as  w e ll  as th e  ta x a b le  g ro s s  e q u iv a le n ts  by  g ra d e  f o l lo w in g  th e  
Mar ch  1 , 1977, c o s t - o f - l i v i n g  s a la r y  a d ju s tm e n t .  The  min imum  
am ou nt  show n o p p o s it e  each  g ra d e  is  th e  b o tt o m  s te p  o f  th e  g ra d e  
th e  maximum am ou nt  b e in g  th e  to p  o f  th e  g ra d e . In c lu d e d  in  th e  
n e t s a la r y  am ounts  i s  a dependency a ll o w a n c e  a p p li c a b le  to  non- 
U .S . c i t i z e n s  more f u l l y  e x p la in e d  in  a l a t e r  s e c t io n  d e a li n g  
w it h  f r in g e  b e n e f i t s .  A ls o  show n a re  th e  t o t a l  nu mbe r o f  
em p lo yees and th e  nu mbe r o f  U n it e d  S ta te s  n a t io n a ls  onboa rd  as 
o f  De ce mbe r 31 , 197 7 ( l a t e r  s t a t i s t i c s  n o t  a v a i la b le ) .

4
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Table 6

THE IjDIILD RANK SAI ARY SCALE TOUDlflHG 
HAHCU 1, 1977 ADJljgITH<T

ltWD Level
Ne t S a la ries  2 / 

Htn&nun Maximum

Taxable  Gross 
Equ ivalen t 3 /

Minimum Maximum
Number o f Employees 5 / 
TOtar ~ U .S . Nat iona ls

M.« i.r jeien t:
$50,000

58,030
47,605

37,658

5116,050
106,950
83,830

61,730

1
1

20

20

1
1
1

1

P re s id e n t-------------- - --------
Sr. Vice Pres iden t ---------
Ex ecut ive  D irecto rs  1 / — 
A lte rn a te  Executiv e

D irecto rs  1 / ----------------

—

Pro fe ss ionals :
Q (V ice Pr es iden ts) -------- 545,900 53,680 $80,000 97,320 15 4
p __ _________ _________ 41,980 50,190 71,320 89,570 49 16
Q 40,420 43,810 67,840 86,470 71 21
N — ............ .........  ......... 35,220

29,970
43,610
38,940

56,310
44,980

74,960
64,560

221
446

61
115

L ______ ___ — — -------— 25,130 34,360 35,530 54,390 917 209
K ____ _______ __ ____ __ 20,650 29,210 27,320 43,450 356 91
j  — — 16,640 24,320 20,880 33,940 138

27276
52 

"  576

tta np ro foss iona ls : 4 /
I I ______________________ 13,680 19,810 13,750 30,440 71 19
I _ ________________ — 12,540 19,810 16,880 30,440 400 119
Q 11,920 17,620 15,900 25,940 106 21
f* 10,530 15,540 13,730 22,030 359 79
E -------------------------------------- 9,150 15,540 11,730 22,030 98 36

9,150 13,680 11,730 18,750 703 203
c -------------™ ------------------- 8,530 12,360 10,850 16,610 192 86

7,800 11,450 9,810 15,150 61 31
* 7,800 10,070 9,810

T o ta l —

13,060 34
2/024
4,279

7
606

T7l82

1/  Sala ries fo r Executive D irecto rs  anrl A lte rn a te  Executive D irecto rs  became 
e ff e c ti v e  a ft e r  tli e Itoard o f Governors vo te  in  November 1976.

2 / Salar y pa irl non-U.S . c it iz e n s  in c lu d in j dependency allowance  c o n s is ti ix j o f (1)  
fo r  spouse—$530 p lu s 1.5 pe rcen t o f sa la ry  over 510 ,000, (2)  fo r e.iei i c h il d — 
5420. Fbc pre se nta tio n purposes we have assumed a spouse an l two ch ild re n .

3 / Sala ry  pa id U.S. c it iz e n s  assuming spouse and two dependents; D.C. re side nc e,  
an l is  "grosscd -up"  by IURb us ing stn n la rd  de du ct ions , to  cover Federal an l 
S ta te  incone tax es and soc ia l s e cu ri ty  taxe s.

4 / Assuming D.C. resid en ce , one exemption , st nn la rd  de du ct ions  an l no dependency 
allow nnces.

5 /  Numbers o f employees are as o f December 31, 1977.
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The ta x a b le  g ro s s  e q u iv a le n t  co lu m n s  in  th e  fo re g o in g  
ta b le  re p re s e n ts  th e  h y p o t h e t ic a l  a ve ra ge  f o r  " g r o s s in g - u o “ 
e m p lo ye e s ' s a la r ie s  to  a le v e l  r e f l e c t i n g  g ro s s  s a la r y  p r io r  to  
d e d u c ti o n  f o r  U .S . F e d e ra l and S ta te  inco me ta x e s . In  a c tu a l 
p r a c t ic e ,  th e  W o rl d  Ba nk  and IDB co m pu te  a ta x  re im b u rs e m e n t 
pay m ent f o r  each U .S . em plo ye e p re d ic a te d  on  th e  i n d i v id u a l ' s  
s ta tu s  w it h  re s p e c t  to  e x e m p ti o n s  and r e s id e n c e .  A s ta n d a rd  
d e d u c ti o n  is  u t i l i z e d .  A ve ra ge am ounts  o f  such  ta x  re im 
burs em en t paym ents  to  in d iv id u a l  U .S . e m p lo yees w ere  s o u g h t by 
th e  I n v e s t ig a t iv e  S t a f f  b u t th e  m ost  c u r r e n t  in fo r m a t io n  
p e r t a in in g  to  ta x  re im b u rs e m e n t by  g ra d e  t h a t  th e  W o rl d  Ba nk  
was a b le  to  p ro v id e  came fr om  a 1976 o u ts id e  c o n s u l ta n t  s tu d y  
r e p o r t  on  ta x  re im b u rs e m e n t.  The fo l lo w in g  ta b le  i l l u s t r a t e s  
a vera ge  ta x  re im b u rs e m e n ts  to  o f f s e t  inco me ta x  l i a b i l i t y  f o r  
v a r io u s  ra ng e s  o f  n e t ta x a b le  c o m p e n sa ti o n  re c e iv e d  b ’ ' U .S . 
em plo yees fr om  th e  W orld  Ba nk  d u r in g  197 6. T h is  ta b le  shows 
th a t  d u r in g  197 6, 48 p e rc e n t o f  th e s e  em plo yees ( in c lu d in g  
p ro fe s s o n a l and  s u p p o r t )  re c e iv e d  ta x  re im b u rs e m e n ts  in  excess 
o f  $ 1 0 ,0 0 0  adde d to  n e t ta x a b le  co m p e n s a ti o n  o f  o v e r  S 2 0 ,0 00 .
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T a b le  7

C u m u la t iv e  
P e rc e n ta g e  o f

N e t T a x a b le A v e ra g e  Ta x Num be r S t a f f  R e c e iv
C o m p e n s a ti o n R e im b u rs e m e n t O f S t a f f R e im burs em e i

O v e r $ 4 0 ,0 0 0 $ 3 5 ,1 1 5 55 6 .

$ 3 5 ,0 0 0  t o  $ 4 0 ,0 0 0 2 6 ,0 2 3 69 15

$ 3 0 ,0 0 0  t o  $ 3 5 ,0 0 0 1 9 ,8 8 2 106 27

$ 2 5 ,0 0 0  t o  $ 3 0 ,0 0 0 1 4 ,7 3 0 92 38

$ 2 0 ,0 0 0  t o  $ 2 5 ,0 0 0 1 0 ,9 9 7 89 48

$ 1 5 ,0 0 0  t o  $ 2 0 ,0 0 0 7 ,1 6 5 134 64

$ 1 2 ,5 0 0  t o  $ 1 5 ,0 0 0 4 ,4 8 8 99 75

$ 1 0 ,0 0 0  t o  $ 1 2 ,5 0 0 2 ,9 9 3 14 1 92

$ 8 ,5 0 0  t o  $ 1 0 ,0 0 0 2 ,2 1 6 66 99

B e lo w  $ 8 ,5 0 0 1 ,6 3 0 5 100
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E f f e c t i v e  in  A p r i l  1978, th e  W orld  Ba nk  P r e s id e n t 's  
n e t s a la r y  was r a is e d  to  $ 78 ,0 00  p e r annum, fr om  th e  $60 ,0 0 0  
shown on  th e  e a r l i e r  t a b le .  J u s t i f i c a t i o n  f o r  t h i s  r a is e  i s  
ba se d on tw o  c l r c u m s ta n c e s — one i s  t h a t  th e re  had be en  a 
c e i l i n g  on  th e  P r e s id e n t s  s a la r y  f o r  5 y e a rs ,  p re c lu d in g  
a n n u a l c o s t - o f - 1 l v in g  r a is e s ;  and th e  se co nd re a so n  is  t h a t
s™  Son I M Jho a ? M rU 9  D i r e c t o r  w a s  r e ta in e d  a t  a n e t s a la r y  o f  $ 7 8 ,0 0 0 . The IMF M anagin g D ir e c to r  i s  n o t an A m e ri ca n , he nc e 
he is  n o t  re im b u rs e d  f o r  U .S . in co m e ta x e s .  The  W orld  Ban> 
P re s id e n t ,  an A m e ri c a n , i s  re im b u rs e d  f o r  in co me ta x e s  by  
h a y in g  h is  s a la r y  g ro s s e d -u p , u s in g  a ve ra g e  ta x  d e d u c t io n s  
r a th e r  th a n  u s in g  a s ta n d a rd  d e d u c t io n .  The r e s u l t  i s  an 
e q u iv a le n t  g ro s s  s a la r y  ( b e fo re  ta x e s )  o f  $12 5 ,0 0 0  p e r  annum, a t  p re s e n t .

IDB S a la r y  S c a le

T x i t h S ^u  a r e  n i n e  Pr o f e s s io n a l g ra d e s  ( I  th ro u g hIX , w it h  IX  b e in g  th e  e n t r y  l e v e l .  T here  a re  a ls o  man agers  
and d e p u ty  m anagers  above  th e  nu mbe re d g ra d e s .

The f o l lo w in g  ta b le  i l l u s t r a t e s  IDB n e t s a la r ie s ,  
in c lu d in g  a $1 ,4 7 5  dependency a ll o w a n c e  f o r  n o n - ’J .S .  em p lo yees 
a t  man ag em en t and p r o fe s s io n a l  g ra d e s , as  w e ll  as  th e  ta x a b le
A r2 S L ° q ^ y a ! e n t S u b y  g ca d e  a s  O f  ? , a r c h  1 9 7 8  • A l s o  shown 
a re  th e  t o t a l  n u n b e r o f  em plo yees as o f  F e b ru a ry  17 1973
19 78

t h e  n u n i b e r  o f  U , S * n a t io n a ls  o nboa rd  as  o f  F e b ru a ry  23,

*
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T a b le  B

INTER-AMERICAN OEVEDOPMBff BANK
SA1ARY SCALE AS OF MARCH 1 , 19?8

N e t S a l a r i e s
L ev e l___________ Minimum fiaximum

M an ag em en t: 2 /
P r e s i d e n t --------------------- —  $55 ,0 00
E x e c u ti v e  V ic e

P r e s i d e n t ---------------------  —  50 ,4 75
E x e c u ti v e  D i r e c to r s  —  —  44 ,9 85
A l t e r n a te  B te c u ti v e

D i r e c t o r s ---------------------  —  35 ,6 7 5
M anaje r 3 /  -------------------  $44 ,7 72 44 ,9 6 5
D eputy  It o n ag e rs  ------------  4 3 ,6 6 6  44 ,9 6 5

P r o f e s s io n a l s :  y
I -------------------------------- 3 5 ,3 1 6  4 2 ,7 6 9

I I  -------------------------------- 3 1 ,3 0 5  4 1 ,1 4 3
H I -------------------------------- 2 7 ,6 1 8  3 9 ,2 6 9

IV  -------------------------------- 2 4 ,2 9 0  34 ,8 8 7
v  -------------------------------- 21 ,4 8 4  30 ,8 6 2

VI -------------------------------- 19 ,0 01 27 ,2 4 2
V II  -------------------------------- 17 ,0 54 24 ,4 54

V i i i  -------------------------------- 1 5 ,0 5 6  21 ,7 94
IX -------------------------------- 13 ,8 1 1  19 ,5 7 5

G ro ss  S a l a r i e s Number o f Em ploy ee s
Minimum Maximum T o t a l  1 /  U•S . N a t io n a l s

- 5 / 1 -

__ $91 ,0 00 1 1
— 78,2 0 0 11 1

__ 5 7 ,6 0 0 11 1
77 ,7 10 78 ,1 5 0 8 2
7 5 ,2 2 0 78 ,1 50 15 5

56 ,7 2 0 73 ,2 3 0 35 13
49 ,7 3 0 6 9 ,6 8 0 37 10
4 0 ,4 4 0 65,5 10 94 39
34 ,0 20 55 ,7 60 145 36
28 ,8 60 46 ,9 60 105 27
24 ,7 1 0 39 ,7 20 61 19
2 1 ,6 1 0 34 ,3 60 42 14
19, 030 29 ,4 00 38 10
16 ,8 10 2 5 ,6 2 0 39

“ 643
6

184

N o n p ro fe s s io n a ls :  4 /

X ------------------------------  1 1 ,0 3 9  1 6 ,3 3 0
Xi ------------------------------ 9 ,8 6 1  14 ,5 50

X U ------------------------------  8 ,7 7 0  12 ,8 93
X i n ------------------------------  7 ,7 7 1  11 ,5 73

X iv  ------------------------------ 6 ,9 0 4  10 ,1 40
X V ------------------------------ 6 ,1 8 7  9 ,1 3 8

I t ) t a i  H e a d q u a r te r s ------

14 ,9 70 23 ,4 90 130 20
12 ,7 50 20 ,2 60 155 14
11 ,2 0 0 17,4 60 131 4

9 ,7 7 0 15 ,3 50 87 9
8 ,4 9 0 13,1 60 5 1
7 ,4 9 0 11 ,7 20 8

— 516
3

“ 51
— - TJ55 235

I n t e r n a t i o n a l  F ie ld  S t a f f  ( p r o f e s s i o n a l )  —  184 13L o ca l F ie ld  S t a f f  ( p r o f e s s i o n a l ) -------------------  79  —A d m i n i s t r a t i v e --------------------------------------------------  187T V ,t a i --------------------------------------------------------------------37 609 248
1 /  T o ta l  s t a f f i n g  f i g u r e s  a s  o f  F e b ru a ry  17 , 197 8,  and  U .S . n a t i o n a l s  a s  o f  F e b ru a ry  2 3 , 1978 .
2 /  A s s in ln g  D.C . r e s i d e n c e ,  fo u r  e x e m p ti o n s , s ta n d a rd  d e d u c t io n s .  D ep en de nc y a ll o w a n c e  o f  $ 1 ,4 7 5  u n le s s  n o te d  o th e r w is e  i s  in c lu d e d  in  b o th  n e t  an d g r o s s e d - u p  s a l a r i e s .3 /  I n c l u l e i  in  th e  M an ag er  an d D epu ty  M an ag er  ra n g e  a r e  two i n d iv i d u a l s  w i th  th e  t i t l e so f  S e n io r  M an ag er  and  S e n io r  D ep uty  M an ag er .4 /  Ass um ing D. C.  r e s id e n c e ,  o ne  e x e m p ti o n , s ta n d a r d  d e d u c t io n s ,  and  no  dep enden cya ll o w a n c e .
5 /  P o s i t i o n  h e ld  by  non-A m er ic an  n o t  s u b je c t  t o  U .S . ta x  s c h e d u le .
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APB S a l a r y  S c a le

ADB h a s  s e v e n  p r o f e s s i o n a l  g r a d e s  ( I  th ro u g h  V II)  w it h  
e n t r y  a t  g r a d e  I ;  w i th in  e a c h  g ra d e  a r e  f i v e  g r a d u a t io n s  o r  q u i n t i l e s .

Th e f o l lo w in g  t a b l e  i l l u s t r a t e s  ADB s a l a r i e s  by  g ra d e  
a s  o f  [l a rc h  1 , 1978 , in c lu d in g  a d e p e n d e n c y  a ll o w a n c e  o f  $ 1 ,5 5 0  
f o r  m an ag em en t an d p r o f e s s i o n a l  s t a f f  u s in g  th e  a s s u m p ti o n  o f  
a fa m il y  o f  f o u r ,  w here  a p p l i c a b l e .  A ls o  show n a r e  th e  t o t a l  
num be r o f  e m p lo y e e s  an d U .S . n a t i o n a l s  a s  o f  M ar ch  1 , 1978.
O nly  a c t u a l  s a l a r i e s  a r e  show n on  th e  t a b l e  in asm uch  a s  ADB 
h a s  no  p ro c e d u re s  f o r  " g r o s s in g - u p "  o r  f o r  r e im b u r s in g  an y 
em plo yee an  am oun t e q u i v a l e n t  to  h i s  in co m e ta x  l i a b i l i t y .

125
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T a b le  9

ASIAN DEVELOPMENT BANK 
SALARY SCALE AS OF MARCH 1 , 19 78

Nu mbe r o f  E m plo yees
L e v e l Minimum Maximum T o ta l U .S . N a t io n a l s

M an ag em en t:  1 /
P r e s i d e n t  ---------------------------- — $ 5 4 ,0 0 0 1 —V ic e  P r e s i d e n t  ------------------ — 4 9 ,0 5 0 1 —E x e c u t iv e  D i r e c t o r s  2 /  — — 4 2 ,3 5 0 12 1
A l t e r n a t e  E x e c u ti v e

D i r e c t o r s  ------------------------ — 3 6 ,5 5 0 12 1

P r o f e s s i o n a l s :  1 /
V I I --------------------------------------- $ 3 8 ,5 6 0 4 2 ,1 7 0 9 1

V I --------------------------------------- 3 6 ,2 5 0 4 1 ,1 1 0 13 1
v --------------------------------------- 3 2 ,3 4 5 3 8 ,6 3 0 28 2

I V --------------------------------------- 2 8 ,2 4 2 3 6 ,2 4 9 60 3
I I I --------------------------------------- 2 3 ,9 9 0 3 2 ,3 4 5 83 9

I I --------------------------------------- 2 0 ,6 9 2 2 8 ,2 4 2 109 13
I --------------------------------------- 1 0 ,4 54 2 3 ,9 9 0 10

338
0

31

N o n p ro fe s s  io n a l s :
8 -------------------------------------- 4 . -------------------------------- 4 ,1 7 3 6 ,9 7 5 24 —
7 --------------------------------------- 3 ,3 8 3 5 ,6 7 1 10 —6 --------------------------------------- 2 ,8 1 6 4 ,5 9 7 62 —
5 --------------------------------------- 2 ,3 7 8 3 ,7 7 8 54 —4 --------------------------------------- 2 ,0 5 9 3 ,1 2 4 62 —3 --------------------------------------- 1 ,7 5 9 2 ,5 6 0 81 —
2 --------------------------------------- 1 ,5 5 7 2 ,1 6 0 18 8 —1 --------------------------------------- 1 ,3 4 5 1 ,8 7 4 26

507
——

T o ta l  ------------ —  845 31

1 /  T h ese  i n d i v i d u a l s  may a l s o  r e c e iv e  a d e p en d e n cy  a ll o w a n c e ;  f o r  ~  p r e s e n t a t i o n  p u r p o s e s  we h ave  in c lu d e d  $ 1 ,5 5 0  p e r  ann um f o r  af a m i ly  o f  f o u r .

2 /  U nder th e  p r o v i s i o n s  o f  S e c t io n  3-B o f  th e  A s ia n  D evelo pm en t ~  Ba nk  A c t,  t h e  U .S . E x e c u ti v e  D i r e c to r  i s  e n t i t l e d  to  c o m p e n sa ti o nan d a ll o w a n c e s  eq u al,  to  /t h o se  a u th o r i z e d  f o r  a C h ie f  o f  M is s io n , C la s s  2 , ; w i th in  th e  m ean in g  o f  th e  F o re ig n  S e r v ic e  A ct  o f  1946 . Th e U .S . E x e c u ti v e  D i r e c t o r  i s  e n t i t l e d  t o  r e c e iv e  th e  d i f f e r e n c e  b e tw ee n  t h e  $ 5 2 ,5 0 0  s a l a r y  o f  a C h ie f  o f  M is s io n , an d th e  AD B's s a l a r y  f o r  an  E x e c u ti v e  D i r e c t o r  ( $ 4 0 ,8 0 0 ) .  He a l s o  h a s  a r e s i d e n c e  p ro v id e d  by t h e  U .S . T re a s u ry  D e p a r tm e n t.
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3 . P e rs o n n e l R e c ru it m e n t

T h e re  a re  a p p ro x im a te ly  250  p r o fe s s io n a l em p lo yees h ir e d  by th e  W o rl d  Ba nk  a n n u a ll y  v ia  tw o avenues o f  r e c r u it m e n t .  A bou t 
50 p r o fe s s io n a ls  a re  h ir e d  a n n u a ll y  in  th e  yo ung p r o fe s s io n a l c a te g o ry  a t  an a ve ra g e  age o f  27 y e a rs  w it h  th e  e q u iv a le n t  o f  
a m a s te rs  d e g re e  and l i t t l e  a c tu a l p r o fe s s io n a l e x p e r ie n c e .
The  second r e c r u it m e n t  p ro g ra m  is  aimed  a t  p r o fe s s io n a ls  in  
m id c a re e r  and p u r p o r te d ly  r e s u l t s  in  h i r in g  a p p ro x im a te ly  200 
p e rs o n s , o r  80 p e rc e n t  o f  th e  a n n u a l p r o fe s s io n a l r e c r u it m e n t .  
Em plo ye es h ir e d  a t  m id c a re e r  a ve ra g e  40 y e a rs  o f  age , w i t h  
e x p e r ie n c e  d e p e n d in g  on  th e  d i s c i p l i n e ;  n a m e ly , 15 to  20 y e a rs*  £ ° r  t e c h n ic a l  s p e c ia l i s t s ,  10 t o  15 y e a rs  f o r  f in a n c ia l  a n a ly s ts ,an d 5 t o  15 y e a rs  f o r  e c o n o m is ts .

The  W orl d  Ba nk  fe e ls  th e  n a tu re  o f  th e  m is s io n  makes  i t  n e c e s s a ry  to  r e c r u i t  la r g e  num bers  o f  p r o fe s s io n a ls  in
*■ m id c a re e r  in  o rd e r  t h a t  th e  Ba nk  p ro v id e  e x p e r ie n c e d  f i e l d

p e rs o n n e l f o r  d e a li n g  w it h  b o rro w e rs  a t  th e  h ig h e s t  le v e ls .

Up on r e c e ip t  o f  a p p l ic a t io n s  f o r  em p lo ym en t,  th e  W orld  Bank re v ie w s  th e  a p p l i c a n t 's  backg ro u n d  and t r a in in g ,  p la c in g  
p a r t i c u la r  em phas is  on  e x p e r ie n c e .  P ro s p e c ti v e  em plo yees a re  
th e n  in te rv ie w e d  in  b o th  th e  f i e l d  and h e a d q u a r te rs .  In  th e  
a g r ic u l t u r e  and  t r a n s p o r ta t io n  a re a s ,  th e re  a re  s e le c t io n  
c o m m it te e s  t h a t  r e v ie w  a p p l ic a n ts .  A p p li c a n ts  fr om  LDCs a re  
g e n e r a l ly  know n to  th e  W orld  Ba nk  s t a f f  w h ic h  i s  fa c to re d  in t o  th e  d e c is io n m a k in g  p ro c e s s — fa v o ra b le  re fe re n c e s  p ro v id e d  
by  p e rs o n s  o th e r  th a n  W orld  Ba nk  s t a f f  a re  d is c o u n te d .  The  
o n ly  e x c e p t io n  i s  in  th e  yo un g p r o fe s s io n a l p ro g ra m  where  th e  
a p p li c a n t  la c k s  e x p e r ie n c e  and s e le c t io n s  a re  made fr om  to p  
g ra d u a te  s c h o o ls  a ro u n d  th e  w o r ld .  The  p ro fe s s o rs  o f  th e se  
a p p li c a n ts  f r e q u e n t ly  p ro v id e  go o d , o b je c t iv e  d e s c r ip t io n s  o f  
th e  c a n d id a te s  and ra n k  on e recommended s tu d e n t  a g a in s t  
a n o th e r ,  as w e ll  as  com pari ng  c u r r e n t  s tu d e n ts  t o  p r e v io u s ly  reco mmen de d g ra d u a te s .

S t a t i s t i c s  fu rn is h e d  by  th e  W orld  Ba nk  show th e  
f o l lo w in g  p r o fe s s io n a l  r e c r u it m e n t  by age g ro u p :

P e rc e n t H ir e d  f o r  th e  
Ag e P e r io d  1972 T h ro u g h  1978

*

21 to  3 0 ------------------------- 2 9 .4
31 t o  40 ------------------------- 39 .6
41 to  5 0 ------------------------- 2 1 .6
51 and o v e r ------------------- 9 .4

100.0
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Th e W or ld  Ban k j u s t i f i e s ,  in  p a r t ,  pr em iu m  s a l a r i e s  b a se d  on h i r i n g  p r o f e s s i o n a l s  a t  m id c a r e e r ,  a l th o u g h  th e  ab ove r e c r u i t m e n t  s t a t i s t i c s  f o r  th e  l a s t  7 y e a r s  r e v e a l  t h a t  69 p e r c e n t  o f  new p r o f e s s i o n a l  e m p lo y e e s  d u r in g  t h a t  p e r io d  w ere  u n d e r  ag e 41  a t  ti m e  o f  h i r e .

C.  C o s t  an d N a tu r e  o f  F r in g e  B e n e f i t s

F r in g e  b e n e f i t s  in  th e  W or ld  Ba nk  r e p r e s e n t  2 5 .5  p e r c e n t  o f  th e  FY 19 79  a d m i n i s t r a t i v e  b u d g e t , and  2 3 .0  p e r c e n t  an d 19 .4  p e r c e n t ,  r e s p e c t i v e l y ,  o f  t h e  IDB an d ADB a d m i n i s t r a t i v e  b u d g e t s .  T hese  b e n e f i t s  a s  a p e r c e n ta g e  o f  n e t  d i r e c t  s a l a r y  w e re  com pare d  a t  th e  W or ld  Ba nk  by  H e w it t A s s o c ia t e s  w it h  *th o s e  o f  p r i v a t e  o r g a n i z a t i o n s  in  th e  U n it e d  S t a t e s ,  F ra n c e ,B r a z i l ,  an d Ger m an y an d w ith  th o s e  o f  p u b l i c  o r g a n i z a t i o n s  in  C an ad a , G er m an y, an d th e  U n i te d  S t a t e s .  Th e f o l lo w in g  t a b l e  ( c o n t a in i n g  p e r c e n ta g e s  fr om  th e  H e w it t r e p o r t )  co m p are sb e n e f i t s  a s  a p e r c e n t  o f  n e t  d i r e c t  r e m u n e r a t io n :  -
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T a b le  10

W orld  Ba nk  Gra de
J K L______ M

W orld  Ba nk  ------------------------ -  4 3 .3 4 2 .2 42 .0 42 .0 41

P r iv a te  O r g a n iz a t io n s

B r a z i l  ---------------------------- -  6 6 .4 6 6 .0 6 4 .9 50 .3 64

F ra nce  ---------------------------- -  35 .8 36 .4 35 .4 34 .0 32

German y -------------------------- -  3 5 .0 28 .7 3 0 .5 31 .7 34

U n it e d  S ta te s  ------------- -  4 0 .1 34 .9 33 .8 31 .8 30

P u b li c  O rg a n iz a t io n s

Ca na da  ---------------------------- -  37 .4 3 8 .9 3 7 .0 37 .8 35

G e rm a n y --------------------.— -  66 .5 60 .4 5 9 .6 5 9 .6 59

U n it e d  S ta te s  -------------- -  4 0 .4 4 1 .9 3 9 .9 39 .3 43

129



152

T h u s , th e  p a c k a g e  o f  f r i n g e  b e n e f i t s  a t  th e  W or ld  B an k,  a c c o r d in g  t o  th e  H e w it t r e p o r t ,  m ost  c l o s e l y  a p p ro x im a te s  t h a t  o f  th e  U .S . p u b l i c  o r g a n i z a t i o n s  in  te rm s  o f  r a t i o  to  d i r e c t  s a l a r y  r e m u n e r a t io n .

B e n e f i t s  in  th e  W or ld  Ban k G ro up a d m i n i s t r a t i v e  b u d g e t f o r  FY 19 79  a r e  $ 7 4 ,2 0 1 ,0 0 0  in c lu d in g  IF C . IBR D/I DA  b e n e f i t s  t o t a l i n g  $ 6 9 ,6 7 4 ,0 0 0  r e p r e s e n t  37 p e r c e n t  o f  t o t a l  p e r s o n n e l  c o s t s  f o r  FY 19 79  o f  $ 1 8 6 ,8 3 6 ,0 0 0 , o r ,  p u t  a n o th e r  way , th e  f r i n g e  b e n e f i t s  r e p r e s e n t  59  p e r c e n t  o f  th e  r e m a in in g  ( d i r e c t )  p e r s o n n e l  c o s t s  in  t h e  b u d g e t  o f  $ 1 1 7 ,1 6 2 ,0 0 0 . The h ig h e r  r a t i o  th a n  show n in  th e  H e w it t r e p o r t  i s  b e c a u se  a s  o ne  g o e s  down  th e  s a l a r y  s c a l e  i n t o  th e  n o n p r o f e s s io n a l  g r o u p in g ,  th e  Wr a t i o  o f  b e n e f i t s  t o  s a l a r y  g ro w s l a r g e r .

Th e W or ld  Ba nk  a d m i n i s t r a t i v e  b u d g e t p r o v id e s  a l i s t  o f  f r i n g e  b e n e f i t s  w i th  th e  c o r re s p o n d in g  b u d g e te d  c o s t s  f o r  FY 1 9 7 9 , a s  f o l lo w s  ( i n  th o u s a n d s ) :  *

B e n e f i t s

P o s t  A ll o w an ce  an d L o ca l 
S t a f f  C o s ts  ------------------

D ep en dency  A ll o w an ce  -----

R e t i r e m e n t  ------------------------

Tax R e im b u rs em en t -----------

H e a l th  S e r v i c e s  --------------

E d u c a ti o n  G ra n ts  ------------

O th e r  ---------------------------------

T o ta l

P e r c e n t  o f
Am ount T o ta l

$ 5 ,9 9 9 8

5 ,0 2 1 7

3 2 ,2 0 7 43

2 0 ,8 1 7 28

4 ,5 4 0 6

2 ,6 12 4

3 ,0 0 5 __ 4

$ 7 4 ,2 0 1  100

IDB b u d g e te d  f o r  b e n e f i t  c o s t s  o f  $ 1 7 ,2 2 4 ,2 0 0  d u r in g  FY 1 9 7 9 , o r  45  p e r c e n t  o f  t h e  re m a in in g  c o m p e n sa ti o n  c o s t s  o f  $ 3 8 ,3 0 1 ,0 0 0 .  Th e fo l lo w in g  s c h e d u le  i t e m iz e s  t h e s e  b e n e f i t s  e x c e p t  t h a t  th e  $ 3 .8  m i l l i o n  in  b e n e f i t s  p ro v id e d  t o  p e r s o n n e l  in  f i e l d  o f f i c e s  was  n o t  s e p a r a t e l y  i te m iz e d .

4
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1

B e n e f i t s

Ta x R e im b u rs em en t ------------------------------------

D epen dency  A ll o w a n ce  ------------------------------

R e t i r e m e n t  C o n t r i b u t i o n s  ----------------------

L if e  an d M e d ic a l I n s u r a n c e  ------------------

Home L eav e  T r a v e l  ------------------------------------

T r a v e l  B e n e f i t  P ro g ra m  --------------------------

S t a f f  D ev e lo p m en t ------------------------------------

E d u c a ti o n  A ll o w a n ce  --------------------------------

O th e r  B e n e f i t s  ------------------------------------------

T o ta l  H e a d q u a r te r s  B e n e f i t s  -------

F i e ld  O f f i c e  B e n e f i t s  ----------------------------

T o ta l  -------------------------------------------------

Am ount P e r c e n t  <
(0 0 0 ) T o ta l

$ 3 ,6 2 2 .7 21

1 ,0 5 7 .1 6

4 ,9 8 2 .4 29

1 ,8 9 9 .0 11

8 9 2 .9 5

9 0 .0 1

3 7 7 .8 2

2 3 6 .8 1

3 1 0 .8 2

$ 1 3 ,4 6 9 .5 —

3 ,7 5 4 .7 22—
$ 1 7 ,2 2 4 .2 100

ADB b e n e f i t s  a r e  $ 5 ,0 4 5 ,0 0 0  in  th e  FY 19 78  a d m i n i s t r a t i v e  3 8 - 4  P e r c e n t  o f  t h e  r e m a in in g  p e r s o n n e l  c o s t s  o f$ 1 3 ,1 2 9 ,0 0 0 . Th e c o s t  o f  b e n e f i t s  t o  ADB i s  s i g n i f i c a n t l y  re d u c e d  by th e  a b s e n c e  o f  ta x  r e im b u rs e m e n ts  su c h  a s  a re  in c lu d e d  in  th e  W orl d  Ban k an d IDB b e n e f i t s  p ro g ra m s . Th e f o l lo w in g  s c h e d u le  i t e m iz e s  FY 19 78  b u d g e te d  b e n e f i t  c o s t s  o f  ADB:

♦
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B e n e f i t s

R e t i r e m e n t  -------------------------------

L i f e  an d M e d ic a l I n s u r a n c e  -

E d u c a ti o n  G r a n ts  --------------------

D epen dency  A ll o w an ce  ------------

R e n ta l  S u b s id y  -----------------------

Home L eave  -------------------------------

W e lfa re  an d R e c r e a t i o n  --------

S t a f f  D ev elo p m en t -----------------

S t a f f  B e n e f i t s  T o ta l  ------------

B oar d  o f  D i r e c t o r s  an d
S u p p o r t in g  S t a f f  B e n e f i t s

T o ta l  ------------------------------

Am ount P e r c e n t  o f
(0 0 0 ) T o ta l

$ 2 ,0 2 5 40

384 8

553 11

735 15

318 6

542 11

45 1

65 1

$ 4 ,6 6 7 —

378 7

$ 5 ,0 4 5  100

1 . R e ti r e m e n t

IF I  c o n t r i b u t i o n s  t o  e m p lo y e e s ' p e n s io n  p l a n s  r e p r e s e n t  th e  l a r g e s t  s i n g l e  b e n e f i t  c o s t  a t  e ac h  b a n k — 43  p e r c e n t  a t  th e  W or ld  B an k, 29 p e r c e n t  a t  IDB , an d 40  p e r c e n t  a t  ADB. The fo l lo w in g  s c h e d u le  c o m p a re s  b o th  e m p lo y e rs ' an d e m p lo y e e s ' c o n t r i b u t i o n  r a t e s  o f  t h e  W orld B an k, ID B,  ADB, an d th e  U n it e d  S t a t e s  c i v i l  s e r v i c e ,  sh o w in g  th e  s a l a r y  s c a l e  on w h ic h  th ec o n t r i b u t i o n  i s  b a se d  ( n e t  o r  g r o s s ) :

E m plo yer T o ta lI n s t i t u t i o n Em plo yee

W orld Ba nk  --------------------- ----  7% g r o s s 14% g r o s s 21% g r o s s
In te r -A m e r  ic a n

D evelo pm en t Ba nk  ------—  7 2/3 % n e t 15 1/3% n e t 23% n e t
A s ia n  D evelo pm en t Bank —  9 1/3% n e t 18 2/3 % n e t 28% n e t
U .S . C i v i l  S e r v i c e  ----- ----- 7% g r o s s 7% g r o s s 14% g r o s s

P e n s io n s  u n d e r e a c h  o f  th e  IF I r e t i r e m e n t  p l a n s  d i f f e rin  e i t h e r  th e  m et hod  a n d /o r  th e  b a se  u sed  in  d e te r m in in g  th e
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a n n u a l  p e n s io n  in co m e . Th e W orld Ba nk  p l a n  i s  b a se d  on  
2 p e r c e n t  o f  g r o s s  s a l a r y  p e r  y e a r  o f  s e r v i c e .  For p u r p o s e  
o f  d e t e r m i n a t i o n  o f  r e t i r e m e n t  p e n s io n ,  a l l  e m p lo y e e s  o f  th e  W or ld  Ba nk  h ave  t h e i r  s a l a r y  " g r o s s e d - u p "  u n d e r  th e  same 
p re m is e  a s  u se d  f o r  f i x in g  a g r o s s  t a x a b l e  s a l a r y  f o r  U .S . e m p lo y e es  b e c a u s e  t h e  r e t i r e m e n t  p e n s io n s  o f  v i r t u a l l y  a l l  
fo rm e r W orl d  Ban k e m p lo y e e s  a r e  s u b j e c t  t o  in co m e t a x e s  in  t h e i r  hom e c o u n t r i e s ,  an d e m p lo y e e s  o f  a l l  o t h e r  n a t i o n a l i t i e s  
a r e  t h e r e b y  k e p t  on  an  e q u i t a b l e  f o o t in g  w i th  U .S . e m p lo y e e s .

ID B 's  p l a n  i s  b a se d  on 2 .5  p e r c e n t  o f  n e t  s a l a r y  p e r  
y e a r  o f  s e r v i c e  w h ic h , a c c o r d in g  to  th e  T r e a s u r y  D e p a r tm e n t , i s  ro u g h ly  e q u i v a l e n t  t o  2 p e r c e n t  o f  g r o s s  in co m e. Th e ADB“  p la n  i s  b a se d  on  2 p e r c e n t  o f  n e t  s a l a r y  an d th u s  i s  th e
l e a s t  g e n e r o u s  o f  th e  t h r e e  IF I  s y s te m s .  (A s w i l l  be  s e e n  in  
th e  d i s c u s s i o n  o f  t a x  r e im b u r s e m e n ts , t h e r e  i s  no  g r o s s in g - u p  o f  s a l a r y  f o r  U .S . e m p lo y e es  a t  ADB an d no  p r o v i s i o n  f o r  ta x  r e im b u r s e m e n t .)

2 . T ax  R e im b u rs e m en t

E ac h  o f  t h e  I F I s  h a s  b een  o r g a n iz e d  w ith  th e  i n t e n t  o f  e q u a l i z i n g  o r  e l i m i n a t i n g  th e  e f f e c t s  o f  a s s o r t e d  ta x  
s t r u c t u r e s  on s t a f f  m em be rs  in  o r d e r  t h a t  e m p lo y e e s ' re m u n e ra t i o n  be e q u i t a b l e .  Th e A r t i c l e s  o f  A gre em en t p r e c lu d e  
me mb er g o v e rn m e n ts  fr om  ta x in g  s t a f f  m em bers ’ b ank  co m pe ns a t i o n  e x c e p t  f o r  t h e  mem be r c o u n t r i e s '  own n a t i o n a l s .  In  
th e  W or ld  Ban k an d IDB,  m o st  c o u n t r i e s  h a v e  w a iv ed  th e  r i g h t  t o  ta x  t h e i r  own n a t i o n a l s .  Th e U n it e d  S t a t e s ,  F r a n c e ,  an d 
th e  U n it e d  Ki ng do m h av e  r e t a i n e d  th e  r i g h t  to  ta x  t h e i r  own n a t i o n a l s  em plo yed  by th e  I F I s  wh en a c t u a l l y  w o rk in g  in  t h e i r  n a t i v e  c o u n t r y ;  f u r t h e r ,  th e  U n i te d  S t a t e s  t a x e s  i t s  n a t i o n a l s  w h e re v e r  th e y  r e s i d e .  T h is  l e a v e s  th e  U n i te d  S t a t e s  w i th  th e  v a s t  m a j o r i t y  o f  ta x e d  n a t i o n a l s  em plo yed  by  th e  I F I s .  A sy s te m  f o r  ta x  r e im b u r s e m e n ts  h a s  b e en  d e v is e d  by th e  W or ld  
Ban k an d IDB t o  o f f s e t  th e  e f f e c t  o f  in co m e t a x e s  in  o r d e r  to  m a in ta in  e q u i t y  o f  c o m p e n s a ti o n  among e m p lo y e e s .

Tax r e im b u rs e m e n t  i s  a c c o m p li s h e d  by " g r o s s in g - u p "  th e  s a l a r i e s  o f  e m p lo y e e s  s u b j e c t  t o  in co m e ta x  to  a h y p o t h e t i c a l  
f i g u r e  w h ic h , a f t e r  t a x ,  w ould  p ro d u c e  th e  sa me n e t  s a l a r y  a s  p a id  a l l  o t h e r  e m p lo y e e s . Th e am ount an  e m p lo y e e 's  s a l a r y  i s  g r o s s e d —up  c u r r e n t l y  i s  b a se d  on  an  a s s u m p tio n  t h a t  e m p lo y e e s  u se  s t a n d a r d  d e d u c t i o n s  in  a r r i v i n g  a t  t h e i r  t a x  l i a b i l i t i e s .  
T h e o r e t i c a l l y ,  a f t e r  paym en t o f  t a x e s  u s in g  s t a n d a r d  d e d u c t io n s  th e  em plo yee  i s  l e f t  w i th  th e  in te n d e d  e q u i v a l e n t  s a l a r y  w hic h  i s  su p p o se  to  be  n e t  o f  t a x e s .  Th e d i f f e r e n c e  b e tw ee n  n e tI  an d g r o s s  s a l a r y  i s  p a id  th e  em p lo y ee  a s  a ta x  re im b u rs e m e n t .

F or th e  m o st  p a r t ,  th o s e  r e c e i v i n g  ta x  r e im b u rs e m e n ts  b a se d  on  s t a n d a r d  d e d u c t i o n s  a r e ,  in  f a c t ,  b e in g  o v e r p a id  in  
c o m p a r is o n  w ith  t h e i r  f e l l o w  e m p lo y e e s  who a r e  n a t i o n a l s  o f
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c o u n t r i e s  t h a t  do n o t e x t r a c t  in co m e t a x .  An A rth u r  A n ders en  & 
Comp any  19 76 s tu d y  fo und t h a t  w h i le  th e  ta x  re im b u rse m e n t 
s y s te m  i s  b a se d  on th e  u se  o f  s ta n d a r d  d e d u c t io n s ,  74 p e r c e n t  
o f  e l i g i b l e  s t a f f  mem be rs c la im e d  it e m iz e d  d e d u c t io n s  to  
p ro d u ce  a lo w e r  a c t u a l  t a x .  N e a r ly  50 p e r c e n t  o f  th o s e  
e l i g i b l e  f o r  re im b u rse m e n t r e c e i v e d  re im b u rse m e n t in  e x c e s s  
o f  t h e i r  a c t u a l  t a x e s  p a id  on  t o t a l  f a m ily  in co m e w it h  th e  
a v e r a g e  am ou nt  o f  su ch  e x c e s s  re im b u rse m e n t b e in g  o v e r  
$ 2 ,3 0 0 . Th e J o i n t  C om m it te e on  S t a f f  C om p en sati o n  I s s u e s ,  
in  l i g h t  o f  th e  a b ove  f i n d i n g ,  c o n c lu d e d  t h a t  th e  p r e s e n t  
sy s te m  o f  ta x  re im b u rse m e n t i s  in a d e q u a te  and  sh o u ld  be 
c h a n g e d .

Th e p r o v i s i o n  f o r  ta x  re im b u rse m en t f o r  FY 19 79 a t  
th e  W or ld  Ba nk  i s  $20.8  m i l l i o n ,  o r  28 p e r c e n t  o f  th e  b e n e f i t s  
b u d g e te d ; a t  IDB i t  i s  $ 3 .6  m i l l i o n ,  o r  21 p e r c e n t  o f  th e  
t o t a l  b e n e f i t s  in  th e  FY 19 79 b u d g e t .

APB T ax  S i t u a t i o n

The  A r t i c l e s  o f  A gre em en t o f  ADB c o n t a in  no  p r o v is io n  
f o r  th e  Ba nk  to  r e im b u r s e  e m p lo y e e s  f o r  ta x e s  p a id  on t h e i r  
s a l a r i e s  an d b e n e f i t s .  C u r r e n t l y ,  n a t i o n a l s  o f  b o th  th e  
U n it e d  S t a t e s  an d th e  P h i l i p p i n e s  a r e  r e q u ir e d  to  p a y  in co m e 
t a x e s  on  t h e i r  ADB e a r n i n g s .  The d i f f e r e n c e  in  tr e a tm e n t 
b e tw ee n  U .S . n a t i o n a l s  em p lo yed  by  ADB and  th o s e  em plo ye d by  
th e  W or ld  Bank  and IDB w as  n o t a s e r i o u s  p ro b le m  u n t i l  r e c e n t  
c h a n g e s  in  th e  U .S . ta x  c o d e . P r e v i o u s l y ,  th e  e x c l u s i o n  o f  
$20,0 00 t o  $25, 000 o f  f o r e ig n - e a r n e d  in co m e r e s u l t e d  in  
m in im a l ta x  l i a b i l i t y  f o r  U .S . s t a f f  mem be rs  o f  ADB. The  
m ost  r e c e n t  ta x  cod e  c h a n g e - - t h e  Ta x T re a tm e n t E x te n s io n  A c t 
o f  1 9 7 7 — e l i m i n a t e s  th e  p a r t i a l  e x c l u s i o n  o f  f o r e ig n - e a r n e d  
in co m e and  h as ha d th e  e f f e c t  o f  s i g n i f i c a n t l y  r e d u c in g  " t a k e -  
hom e" in co m es o f  th e  U .S . s t a f f  me mb ers o f  ADB. Th e Ta x 
T re a tm e n t E x te n s io n  A c t  o f  1 9 7 7 , w h ic h  re m oves th e  s p e c i f i c  
d o l l a r  e x c lu s io n  fr om  o v e r s e a s  in co m e s, d o e s  a l lo w  fo r  
e x c l u s i o n  o f  c e r t a i n  e x p a t r i a t e  a ll o w a n c e s  su ch  a s  home l e a v e ,  
e d u c a t io n  a l lo w a n c e s ,  and r e n t  in  e x c e s s  o f  20 p e r c e n t  o f  
g r o s s  in co m e.

I n e q u i t i e s  r e s u l t  n o t  o n ly  in  th e  p ay o f  U .S . n a t i o n a l s  
em p lo ye d  by ADB co m par ed  w it h  t h e i r  c o u n t e r p a r t s  in  th e  ba nk 
b u t a l s o  co m par ed  w it h  o t h e r  U .S . G ov er nm en t e m p lo y e e s  in  
M a n il a . T r e a s u r y  p r o v id e d  th e  f o l lo w in g  c o m p a ris o n  o f  in co m e 
o f  U .S . s t a f f  me mb ers  o f  ADB w it h  t h a t  o f  n o n -U .S . ADB e m p lo y e e s  
and w it h  o f f i c i a l  U .S . G ov er nm en t e m p lo ye e s r e s i d i n g  in  M a n il a . 
T h is  c o m p a ri so n  i s  betw een  an  ADB G ra de I I  an d a U .S . G ov er nm en t 
e m p lo yee  e a r n in g  th e  sam e b a s e  s a l a r y ,  a f t e r  im p le m e n ti n g  th e  
e f f e c t s  o f  th e  Ta x T re a tm e n t E x te n s io n  A c t o f  1 9 7 7 :
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ADB
U .S .

G overn m en t 
Em plo yee —  

M a n il a
U .S .
S t a f f

N on-U .S . 
S t a f f

B ase  S a l a r y  --------------- --------- $ 2 8 ,0 8 0 $ 2 8 ,0 8 0 $ 2 8 ,0 0 0

D e p en d e n ts  A ll o w a n ce ------- 1 ,5 5 0 1 ,5 5 0 —

P o s t  A ll o w a n ce  --------- — — 2 ,8 0 0

R ent S u b s id y  ------------- --------  2 ,7 3 7 ? ,7 3 7 1 1 ,5 0 0

T o ta l  I n c o m e ------------- --------  $ 3 2 ,3 6 7 $ 3 2 ,3 6 7 $ 4 2 ,3 0 0

T a x ------------------------------ --------  3 ,9 9 0 — 4 ,9 7 5

Ta ke -H om e In co m e --------------  $ 2 8 ,3 7 7 $ 3 2 ,3 6 7 $ 3 7 ,3 2 5

1 /  Th e i l l u s t r a t i o n  ,a ss u m es paym en t o f  a c t u a l r e n t  p lu s
u t i l i t i e s  o f  $ 1 1 ,5 0 0  p e r  y e a r .

Th e s e v e r i t y  o f  th e  ta x  p ro b le m  f a c in g  U .S . n a t i o n a l s  
em plo yed  by  ADB was  m o st r e c e n t l y  p r e s e n t e d  t o  T r e a s u r y  in  a 
D ec em be r 19 78  l e t t e r  fr om  an  ADB V ic e  P r e s i d e n t .  T h is  l e t t e r  
n o t e s  t h a t  t h e  A m eri can  ADB s t a f f  i s  s e r i o u s l y  a f f e c t e d  by  
th e  m ost  r e c e n t  r e v i s i o n  t o  th e  U .S . ta x  co d e  an d u n f o r t u n a t e l y  
i t  i s  e x p e c te d  t h a t  11 A m eri can  p r o f e s s i o n a l  s t a f f  m em be rs  w i l l  
d e p a r t  th e  b an k  by m id -1 9 7 9  a s  a r e s u l t  o f  s h a r p l y  re d u c e d  
in c o m e s .

I t  sh o u ld  be  n o te d  t h a t  a p re c e d e n c e  h a s  been  e s t a b 
l i s h e d  by th e  S t a t e  D e p a rtm en t f o r  th e  U .S . G overn m en t t o  
s u b s id i z e  th e  c o s t  o f  U .S . n a t i o n a l s '  t a x e s  in  i n t e r n a t i o n a l  
o r g a n i z a t i o n s .  The S t a t e  D e p a rtm e n t i n c lu d e s  "T ax  E q u a l i z a t i o n  
A d ju s tm e n ts "  a s  a b u d g e t  l i n e - i t e m  w h ic h  a r e  d e s ig n e d  to  
r e im b u rs e  i n t e r n a t i o n a l  o r g a n i z a t i o n s  f o r  th e  t a x e s  o f  U .S . 
n a t i o n a l  e m p lo y e e s  w i th  su c h  fu n d s  u sed  in  t u r n  to  re im b u rs e  
th o s e  e m p lo y e e s . Th e f o l lo w in g  i s  a p a r t i a l  l i s t i n g  o f  
i n t e r n a t i o n a l  o r g a n i z a t i o n s  h a v in g  a l i n e - i t e n  f o r  ta x  
e q u a l i z a t i o n  in  th e  S t a t e  D e p a rtm e n t b u d g e t f o r  FY 1979:

U n it e d  N a t io n s
U n i te d  N a t io n s  E d u c a t io n a l ,  S c i e n t i f i c  an d C u l tu r a l  

O r g a n iz a t i o n
I n t e r n a t i o n a l  C i v i l  A v ia t io n  O r g a n iz a t i o n
W orl d  H e a lt h  O r g a n iz a t io n
Fo od  an d A g r i c u l t u r e  O r g a n iz a t i o n  o f  th e  U n it e d  N a t io n s
I n t e r n a t i o n a l  T e le c o m m u n ic a ti o n s  Uni on
W orld M e te o r o lo g ic a l  O r g a n iz a t i o n
I n te r - G o v e r n m e n ta l  M a rit im e  C o n s u l t a t i v e  O r g a n iz a t io n
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W o rl d  I n t e l l e c t u a l  P ro p e r ty  O rg a n iz a t io nI n t e r n a t io n a l  A to n ic  E nerg y Age nc y
In te r -A m e r ic a n  I n s t i t u t e  o f  A g r ic u l t u r a l  S c ie n ce sPan  A m eri can  H e a lt h  O rg a n iz a t io n
O rg a n iz a t io n  o f  A m e ri can  S ta te s
O rg a n iz a t io n  o f  Eco nom ic  C o o p e ra ti o n  and  D eve lo pm entThe Hague C o n fe re n c e  on  P r iv a te  I n t e r n a t io n a l  LawCus toms C o o p e ra ti o n  C o u n c il
G e n e ra l A gre em ent on T a r i f f s  and T ra deI n t e r n a t io n a l  C o tt o n  A d v is o ry  C om m it te e

I t  w ou ld  a p p e a r , w i t h  th e  ab ov e U .S . G ove rn m ent ta x  re im b u rs e m e n t p ro c e d u re  and  th e  W orld  Bank and ID 3 ta x  re im b u rs e m e n t sys te m s , t h a t  U .S . n a t io n a ls  em plo ye d by  ADB a re  th e  o n ly  A m eri can  o v e rs e a s  em p lo yees o f  in t e r n a t io n a l  o rg a n iz a t io n s  who a re  n o t re im b u rs e d  f o r  t h e i r  ta x e s .

To d a te ,  T re a s u ry  has n o t  p ro posed o r  recomm ended to  th e  C ongre ss a s o lu t io n  to  th e  ta x  e f f e c t  on  th e  s a la r ie s  o f  th e  U .S . s t a f f  in  ADB.  I t  w ou ld  appea r t h a t  T re a s u ry  sh o u ld  g iv e  c o n s id e ra t io n  to  in c lu s io n  o f  th e  ta x  re im b u rs e m e n t in  t h e i r  b u d g e t o r  th e  b u d g e t o f  th e  S ta te  D epart m en t as  i s  done  f o r  a p p ro x im a te ly  20 o th e r  in t e r n a t io n a l  o r g a n iz a t io n s ,  o r  e ls e  seek am endm ent to  th e  ADB c h a r te r  to  a c h ie v e  c o n fo rm it y  w i th  t re a tm e n t  acco rd e d  by  th e  o th e r  I F I s ,  th e re b y  m aki ng th e  s a la r ie s  o f  th e  ADB A m eri can  em plo yees c o m p e t it iv e  w it h  o th e r  in t e r n a t io n a l  em plo yees a l b e i t  s t i l l  le s s  th a n  th e  s a la r ie s  o f  th e  W orld  Ba nk  an d ID B .

3.  Dep en de nc y A ll o w a n c e

Depende ncy  a ll o w a n c e s  a re  d e s ig n e d  to  p ro v id e  IF I  s t a f f  me mb ers  w it h  a d d i t io n a l  n e t  inco me on  b e h a l f  o f  dependen ts  w h ic h  i s  in te n d e d  to  r e p l i c a t e  th e  e f f e c t  o f  v a r io u s  n a t io n a l in co m e ta x  codes t h a t  r e s u l t  in  m a rr ie d  p e rs o n s  w it h  dependen ts  p a y in g  lo w e r ta x e s  th a n  s in g le  p e rs o n s ; he n ce , h a v in g  h ig h e r  a f t e r - t a x  in com es.

A t th e  W orl d  Bank,  an  em plo ye e whose sp ouse  doe s n o t e a rn  o v e r  $10 ,0 00  i s  e n t i t l e d  t o  $530  p lu s  1 .5  p e rc e n t  o f  h is  r e g u la r  s a la r y  in  excess  o f  $ 1 0 ,0 0 0 . He i s  a ls o  e n t i t l e d  to  a dependency a ll o w a n c e  fo r  each  e l i g i b l e  c h i ld  o f  S42 0 p e r an num. He is  a ls o  a b le  to  c la im  $210  p e r annum f o r  eac h e l i g i b l e  c lo s e  r e l a t i v e  (5 0 p e rc e n t de p en d e n t)  up to  a maximum o f  tw o p e rs o n s .

The IDB  dependency a ll o w a n c e  p e r annum is  $6 75  f o r  th e  sp o u se , $400  f o r  each  c h i l d ,  and $275  f o r  each  o th e r  e l i g i b l e  d e p e n d e n t.  A t ADB, p r o fe s s io n a l s t a f f  memb ers  r e c e iv e  $7 50  p e r annum fo r  spouses and $400  p e r annum fo r  each o th e r  e l i g i b l e  d e p e n d e n t,  and s u p p o r t in g  s t a f f  members  r e c e iv e  $1 10  f o r  spouses an d $90 f o r  eac h o th e r  e l i g i b l e
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d e p e n d e n t,  w i th  b o th  p r o fe s s io n a l and s u p p o r t in g  s t a f f  l im i t e d  to  s ix  d e p e n d e n ts .

4 . Leave  P o l ic ie s

A n n u a l le a v e  a t  b o th  th e  W o rl d  Ba nk  an d ADB i s  ba se d on  le n g th  o f  s e r v ic e  as  f o l lo w s :

«

Nu mber o f  Day s Lea veL e n g th  o f  S e rv ic e  W o rl d  Ba nk

Less th a n  5 y e a r s ----------------------------  26 days
5 to  10 y e a r s ------------------------------------ 28 days
10 o r  more y e a r s ------------------------------  30 days

ADB

24 days  
26 days  
28 days

A nnua l le a v e  a t  IDB i s  24 days  re g a rd le s s  o f  le n g th  o fs e r v ic e .

*

B oth  th e  W orl d  Bank an d ADB p ro v id e  s t a f f  me mb ers  w it h  15 days  s ic k  le a v e  p e r y e a r  w h il e  ID B does n o t s p e c i f y  a p a r t i c u la r  nu mbe r o f  days  b u t  r a th e r  a re a s o n a b le  p e r io d .

In  a d d i t io n  to  a n n u a l le a v e  and s ic k  le a v e ,  each  o f  th e  I F l s  p ro v id e s  t h e i r  em p lo yees w it h  m a te r n it y  le a v e  (6 
we ek s a t  ADB and 12 wee ks  a t  th e  W orld  Ba nk  and ID B ).

Each o f  th e  I F l s  pays  f o r  t r a v e l ,  b u t does n o t  p ro v id e  a d d i t io n a l  le a v e ,  to  p e r i o d i c a l l y  a ll o w  s t a f f  mem bers to  r e tu r n  to  t h e i r  p o in t  o f  o r i g i n .  S t a f f  me mb ers  a t  b o th  th e  W orld  Bank and ID B a re  e l i g i b l e  f o r  such  t r a v e l  a f t e r  2 y e a rs  o f  
s e r v ic e  and e v e ry  2 y e a rs  t h e r e a f t e r .  A t ADB, s t a f f  me mb ers  a re  e n t i t l e d  to  th e  t r a v e l  a f t e r  2 y e a rs  o f  s e rv ic e  and e v e rv  18 m onth s t h e r e a f t e r .  1

5 . Em plo ye e F in a n c ia l  A s s is ta n c e

In  a d d i t io n  to  o th e r  b e n e f i t s ,  I F I  em p lo yees  a re  e n t i t l e d  to  s a la r y  advances and to  lo a n s  f o r  h o u s in g ,  e d u c a ti o n  f u r n i t u r e ,  and e m e rg e n c ie s . As o f  Ju ne 30 , 1978, W o rl d  Bank em plo yees had o u ts ta n d in g  f i n a n c ia l  a s s is ta n c e  lo a n s  and  
advances t o t a l i n g  $ 7 .4  m i l l i o n  w h ic h  in c lu d e d  669 h o u s in g  lo a n s  t o t a l i n g  $ 6 .1  m i l l i o n .  Th e re m a in in g  $ 1 .3  m i l l i o n  in

a s s i s t a n c e  i s  co mpo sed o f  262 o th e r  lo a n s  t o t a l i n g  $667,6 88  and s t a f f  s a la r y  advances o f  $ 6 2 6 ,0 2 6  f o r  i n s t a l l a t i o n  a t  th e  d u ty  s t a t i o n ,  f a m i ly  e m e rg e n c ie s , and s tu d y  o f  s t a f f  me mb ers  on  le a v e  w it h o u t  p a y .

W o rl d  Ba nk  f i n a n c ia l  a s s is ta n c e  is  p ro v id e d  to  s t a f f  me mb ers  as e i t h e r  n o n in te r e s t  b e a r in g  advances o r  in t e r e s t  b e a r in g  lo a n s .  In  re sp o n se  to  a re q u e s t o f  th e  I n v e s t ig a t i v e

137

42-571 0  -  79 - 11



160

S t a f f  th ro u g h  th e  U .S . E x e c u ti v e  D i r e c t o r ,  th e  W or ld  Bank  p r o v id e d  a l i s t i n g  o f  lo a n s  ma de  d u r in g  FY 1977 . T h is  l i s t i n g  i n c lu d e s  c a s e  n u m b ers , a m o u n ts , re p a y m e n t p e r io d s ,  r a t e s  o f  i n t e r e s t  c h a r g e d ,  an d p u rp o s e  o f  e a c h  lo a n  a u th o r i z e d  t o  s t a f f  m em bers . Th e l i s t i n g  d id  n o t c o n ta in  i n f o r m a t io n  p e r t a i n i n g  t o  a d v a n c e s .

The W or ld  Ba nk  a l s o  p ro v id e d  th e  I n v e s t i g a t i v e  S t a f f  i n f o r m a t io n  from  t h e  N in th  A nnual R e p o r t on  th e  O p e r a t io n  o f  th e  F i n a n c i a l  A s s i s t a n c e  P o l i c y  f o r  th e  p e r io d  J u l y  1 , 1977 , t o  Ju n e  3 0 , 1978, w h ic h  su m m ari z es  lo a n s  an d a d v a n c e s  by c a t e g o r y  d u r in g  th e  p e r io d  a s  w e l l  a s  p r e s e n t i n g  a c c u m u la te d  t o t a l s  a s  o f  Ju n e  3 0 , 1978. A c co rd in g  t o  t h i s  r e p o r t ,  t h e r e  h a v e  b een  no  d e l i n q u e n c i e s  in  f i n a n c i a l  a s s i s t a n c e  lo a n s  o r  a d v a n c e s .  I t  i s  a l s o  r e p o r t e d  t h a t  91  p e r c e n t  o f  th e  a d v a n c e s  and  90  p e r c e n t  o f  th e  lo a n s  w ere  g r a n te d  t o  o t h e r  th a n  U .S . c i t i z e n s .  The FY 19 77  d e t a i l  l i s t i n g  o f  128 h o u s in g  lo a n s  sh ow s t h a t  12 lo a n s  t o t a l i n g  $ 1 5 1 ,5 0 0 , a v e r a g in g  $ 1 2 ,6 2 5 , w er e made t o  U .S . c i t i z e n s .

T a b le  11 t h a t  f o l lo w s  i l l u s t r a t e s  new  lo a n s  f o r  FY 19 77  an d FY 1978 , new a d v a n c e s  f o r  FY 1 9 78 , an d th e  c u m u la ti v e  o u t s t a n d i n g  b a la n c e  o f  b o th  l o a n s  an d a d v a n c e s  a t  J u n e  3 0 , 19 78
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H ou sing  lo a n s  a r e  fo r  a maximum p e ri o d  o f 12 y e a rs  
and th e  i n t e r e s t  r a t e  i s  th e  sam e a s  th e  F e d e ra l Hou sin g 
A d m in is t r a ti o n  m ort gage r a t e  in  e f f e c t  on  th e  d a te  th e  lo an  i s  a p p ro v e d . Lo an s o th e r  th an  fo r  housi ng  a re  fo r f u r n i t u r e ,  
u n iv e r s i t y  e d u c a ti o n  fo r  c h i l d r e n ,  and c o n ti n u in g  e d u c a ti o n  fo r  s t a f f  mem be rs . F u rn i tu r e  lo a n s  a re  a t  an i n t e r e s t  r a t e  o f 8 p e r c e n t  p e r annum and ha ve  a re pay m en t p e ri o d  o f up to  6 y e a r s . The lo a n s  fo r  u n iv e r s i t y  e d u c a ti o n  f o r  d ependen t 
c h i ld r e n  a re  a t  an  i n t e r e s t  r a t e  o f  4 p e rc e n t p e r annum fo r  s t a f f  me mb ers  in  G-IV v is a  s t a t u s  and fo r  th e  re m ain in g  
s t a f f  me mb ers  th e  r a t e  i s  8 p e rc e n t  p e r ann um, a l l  w it h  a maximum re pay m en t p e r io d  o f 6 y e a r s . The s t a f f  mem be rs’ c o n ti n u in g  e d u c a ti o n  lo a n s  a re  in te n d e d  fo r  t u i t i o n  and bo ok s an d a re  p ro v id ed  a t  an  i n t e r e s t  r a t e  o f  4 p e rc e n t p e r annum w it h  a maximum re pay m en t p e r io d  o f  6 y e a r s .

The p ri m ary  p u rp o se  o f th e  housi ng  and f u r n i tu r e  
lo a n s  o f  th e  Wo rld  Ban k i s  to  a s s i s t  em plo yee s in  p u rc h a s in g  t h e i r  f i r s t  ho us e an d f u r n is h in g s  in  th e  W as hi ng to n a r e a .
New em plo yees n o rm a ll y  do  n o t hav e e s ta b l i s h e d  c r e d i t  upon  a r r iv in g  in  W as hi ng to n th a t  wo uld e n a b le  the m to  o b ta in  lo a n s  on  th e  op en  m ark e t.  A noth er p ro ble m  fa c in g  th e  IF I in t e r n a t i o n a l  em pl oy ee  i s  c u rre n c y  ex ch an ge r e s t r i c t i o n s  in  some 
c o u n t r i e s  t h a t  p re c lu d e  c i t i z e n s  fro m re m ov ing fu nds fro m 
t h e i r  n a t iv e  c o u n tr y .

IDB housi ng  lo a n s  a r e  made fro m th e  S ta f f  R e ti re m e n t P la n  an d a s  su ch  a r e  c o n s id e re d  p a r t  o f  th e  in v e s tm e n t 
p o r t f o l i o  o f  t h a t  p la n . The o u ts ta n d in g  b a la n c e  o f  th e  housi ng  lo a n  pr og ra m  a s  o f O c to b e r 31, 19 78 , wa s $ 4 3 2 ,3 1 7 .8 2 , a c c o rd in g  to  th e  IDB P e rs o n n e l D i r e c to r .  IDB em er ge nc y lo a n s  a re  made in  e x c e p t io n a l c ir c u m s ta n c e s  fo r  re a s o n s  t h a t  a re  
be yo nd  th e  e x p e c ta t io n s  o f  th e  p e rs o n a l fa m il y  b u d g e t.

The  IDB p e rs o n n e l m an ua l s t a t e s ,  "The Bank  p ro v id e s  
f i n a n c i a l  a s s i s t a n c e  to  i t s  em p lo y ees,  in  th e  for m o f s a l a r y  a d v a n c e s , fo r  th e  p u rp o se  o f  g iv in g  ec on om ic  h e lp  in  h a n d li n g  o b l i g a t i o n s  o f  an  e x t r a o r d in a r y  n a tu re  in v o lv in g  th e  e s t a b li sh m e n t o f  a new home o r  an  em er ge nc y s i t u a t i o n . "  E l ig ib l e  em plo yee s a r e  e n t i t l e d  to  r e q u e s t  up to  1 m o n th 's  pa y w it h in  a p e r io d  o f  1 y e a r fro m th e  d a te  o f  a p p o in tm en t o r r e lo c a t i o n  
to  e s t a b l i s h  a new home when a ss ig n e d  to  a new d u ty  s t a t i o n .  R egu la r em pl oy ee s a re  a ls o  e l i g i b l e  fo r  s a l a r y  advances in  
em er ge nc y s i t u a t i o n s  c r e a te d  by  e x tr a o r d in a r y  f i n a n c i a l  o b l ig a t i o n s  which  c a n n o t be  r e s o lv e d  th ro u g h  no rm al  c r e d i t  
i n s t i t u t i o n s .  The am ou nt  o f  advance  depen ds on  th e  n a tu r e  and c ir c u m s ta n c e s  o f  each  r e q u e s t .

ADB ma kes s p e c ia l  s a l a r y  advances on c o m p ass io n a te  g ro unds w it h  th e  am ou nt  o f  th e  ad van ce  an d th e  i n t e r e s t  r a t e  d e te rm in e d  by  m on th s o f  s e r v i c e .  An em pl oy ee  w it h  6 m onth s'  s e r v ic e  may r e c e iv e  1 m o n th 's  s a l a r y  re p a y a b le  in  6 mon th s
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a t  5 p e rc e n t  p e r annum, w i t h  th e  t o t a l  o f  su ch advances  n o t  
e x c e e d in g  6 m o n th s ' s a la r y  a t  any t im e .  A s t a f f  member w i th  
mor e th a n  12 m o n th s ' s e r v ic e  may r e c e iv e  an advance  o f  2 
m o n th s ' s a la r y  re p a y a b le  o v e r  12 m onth s a t  5 p e rc e n t  p e r 
annum. A f t e r  24 m onth s o f  s e r v ic e ,  a s t a f f  mem ber  may r e c e iv e  
an advance  o f  2 m o n th s ' s a la r y  and a f u r t h e r  advance  n o t 
e x c e e d in g  4 m o n th s ' s a la r y  re p a y a b le  in  30 m onth s a t  th e  ADB 
o r d in a r y  c a p i t a l  le n d in g  r a te s  in  e f f e c t  a t  th e  t im e .

ADB a ls o  makes  advances t o  s t a f f  mem bers to  a id  in  
t h e i r  s e t t l i n g  up on  a r r i v a l  a t  a new d u ty  s t a t io n .  Th es e 
advances may e q u a l 3 m on th s ' s a la r y ,  re p a y a b le  o v e r  18 m onth s 
w it h  in t e r e s t  a t  5 p e rc e n t p e r  annum. An a d d i t io n a l  advance  
up to  $ 2 ,0 0 0 , re p a y a b le  o v e r  12 m onth s a t  in t e r e s t  o f  6 
p e rc e n t  p e r  annum, may a ls o  be  mad e,  as  w e l l  as  " s p e c ia l  
ca se " s a la r y  advances o f  up t o  $ 2 ,0 0 0 , re p a y a b le  in  36 m onth s 
w it h  in t e r e s t  a t  A D B 's  o r d in a r y  c a p i t a l  le n d in g  r a t e .

O th e r B e n e f it s

Eac h o f  th e  IF I s  have  l i f e ,  d i s a b i l i t y ,  an d m e d ic a l 
in s u ra n c e  p ro g ra m s t h a t  a re  to  some d e g re e  fi n a n c e d  by th e  
i n s t i t u t i o n s .  The y a ls o  m a in ta in  h e a lt h  ro om s o r  c l i n i c s  f o r  th e  t r e a tm e n t  o f  e m p lo yees  on  o f f i c i a l  d u ty .

E d u c a ti o n  g ra n ts  o r  a ll o w a n c e s  a re  p ro v id e d  to  
em plo yees o f  each  o f  th e  IF I s  f o r  e l i g i b l e  d e p en d e n t c h i ld r e n  
th ro u g h  th e  age o f  24 , i f  o th e rw is e  q u a l i f i e d .  Th es e g ra n ts  
a re  d e s ig n e d  to  a s s is t  in  th e  e d u c a t io n  o f  e x p a t r ia t e  s t a f f  
mem be rs ' c h i ld r e n  in  a m an ne r to  f a c i l i t a t e  t h e i r  e v e n tu a l r e tu r n  to  th e  s t a f f  m em ber's  n a t iv e  c o u n tr y .

IDB em p lo yees  a re  e l i g i b l e  f o r  e d u c a t io n  g ra n ts  f o r  
p r im a ry ,  s e c o n d a ry , and c o ll e g e  e d u c a t io n  o f  d e p e n d e n t c h i ld r e n  
when a s s ig n e d  to  a c o u n tr y  d i f f e r e n t  fr om  t h e i r  c o u n tr y  o f  
o r i g i n .  R e im burs em ent c o n s is ts  o f  75 p e rc e n t  o f  th e  c o s t  
in c lu d in g  t u i t i o n ,  b o o k s , and t r a n s p o r ta t io n  up to  $ 1 ,5 0 0  p e r  
e l i g i b l e  d e p en d e n t f o r  each c o m p le te  academ ic  y e a r .  Th e r a te  
o f  re im b u rs e m e n t d ro p s  to  50 p e rc e n t  when p e rs o n n e l a re  a s s ig n e d  
to  h e a d q u a r te rs ,  w i t h  th e  same maximum l i m i t  o f  $ 1 ,5 0 0 .

W orl d  Ba nk  e d u c a t io n  b e n e f i t s  a re  p ro v id e d  to  em p lo yees s e rv in g  o u ts id e  t h e i r  c o u n tr y  o f  o r i g i n  f o r  p r im a ry  o r  seco n 
d a ry  e d u c a t io n  o f  t h e i r  c h i ld r e n  anyw here  in  th e  w o r ld .  H ig h e r  
e d u c a t io n  o f  d e p e n d e n t c h i ld r e n  i s  a ls o  p ro v id e d  f o r  in  a 
c o u n tr y  o th e r  th a n  th e  c o u n tr y  w here  th e  e m p lo y e e 's  d u ty  
s t a t io n  i s  lo c a te d .  R e im burs em ent i s  75 p e rc e n t  o f  th e  c o s t  
up to  $ 2 ,0 0 0  p e r  academ ic  y e a r ;  i f  th e  c h i ld  i s  a s tu d e n t  in  
o th e r  th a n  th e  d u ty  s t a t i o n ,  th e  re im b u rs e m e n t i s  75  p e rc e n t  
o f  th e  c o s t ,  p lu s  b o a rd ,  up  to  a max imum p e r  c h i ld  o f  $ 2 ,5 0 0 . 
A ls o  p ro v id e d  by th e  W orl d  Bank a re  e d u c a t io n a l t r a v e l  
b e n e f i t s  w h ic h  e n t i t l e  a c h i ld  o u ts id e  th e  d u ty  s t a t io n  a t
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p r im a r y  o r  s e c o n d a ry  e d u c a t i o n  l e v e l  to  ma ke  tw o ro u n d  t r i p s ,  u s u a l l y  b e tw e e n  d u ty  s t a t i o n  an d s c h o o l ,  p e r  a ca d em ic  y e a r .In  t h e  c a s e  o f  h ig h e r  e d u c a t i o n ,  o n e  su c h  ro u n d  t r i p  i s  a u t h o r i z e d ,  p lu s  one a d d i t i o n a l  ro u n d  t r i p  f o r  e v e r y  2 f u l l  c o n s e c u t iv e  a cad em ic  y e a r s .

E d u c a t io n a l  b e n e f i t s  a r e  p ro v id e d  by  ADB t o  a l l  p r o f e s s i o n a l  s t a f f  m em be rs  s e r v i n g  o u t s i d e  t h e i r  hom e c o u n t r y .  G r a n t s  a r e  75  p e r c e n t  o f  th e  a c t u a l  c o s t  o f  e d u c a t io n  p e r  c h i l d ,  n o t  t o  e x c e e d  $ 1 ,5 0 0  p e r  c h i l d  a t  t h e  d u ty  s t a t i o n  an d $ 2 ,5 0 0  p e r  c h i l d  o u t s i d e  th e  d u ty  s t a t i o n .  In  a d d i t i o n ,  e d u c a t io n  t r a v e l  g r a n t s  p r o v id e  th e  e l i g i b l e  c h i l d  o n e  ro u n d  t r i p  d u r in g  th e  f i r s t  s e r v i c e  y e a r ,  one d u r in g  th e  se c o n d  s e r v i c e  y e a r ,  an d o n e  e v e ry  2 y e a r s  t h e r e a f t e r .

A n o th e r  I F I  b e n e f i t  c o s t  i s  s t a f f  d e v e lo p m e n t w hic h  p r o v id e s  f o r  new  em p lo y ee  o r i e n t a t i o n ,  m a t e r i a l  c o n c e rn in g  d u ty  p o s t s ,  an d b o th  i n t e r n a l  an d e x t e r n a l  t r a i n i n g .
Eac h o f  t h e  I F I s  p r o v id e  fu n d s  f o r  em plo yee  w e l f a r e  an d r e c r e a t i o n ;  in  th e  c a s e  o f  th e  W or ld  B ank, th e  b u d g e t  i n c l u d e s  a s u b s id y  t o  th e  e m p lo y ee  c a f e t e r i a  an d s u b s id i z e d  p a r k in g .  IDB l ik e w i s e  s u b s i d i z e s  em p lo yee  p a r k in g .  At  ADB, w e l f a r e  an d r e c r e a t i o n  i s  a l i n e  it e m  in  th e  b u d g e t an d i s  d e s c r i b e d  a s  p r o v id in g  e m p lo y e es  w i th  r e c r e a t i o n  o p p o r tu n i t i e s  a s  w e l l  a s  s o c i a l  f u n c t i o n s  d u r in g  th e  y e a r .

Th e W or ld  Ba nk  p r o v i d e s  a p ro g ra m  u n d e r  w h ic h  th e  e m p lo y e e 's  sp o u se  i s  e n t i t l e d  to  ac co m pan y th e  s t a f f  me mb er on a b u s i n e s s  t r i p  a t  b an k  e x p e n s e  a f t e r  th e  s t a f f  me mb er h a s  s p e n t  150 d a y s  on  o f f i c i a l  q u a l i f i e d  o p e r a t i o n a l  t r a v e l  o u t s i d e  th e  d u ty  s t a t i o n  in  th e  f i r s t  3 y e a r s  o f  em p lo y m en t,  o r  i f  beyond  th e  f i r s t  3 y e a r s ,  a f t e r  20 0 d a y s  o f  e l i g i b l e  t r a v e l  h a s  b een  a c c o m p li sh e d  d u r in g  a g iv e n  y e a r .  IDB h a s  s u b s t i t u t e d  i t s  fo rm e r sp o u s e  t r a v e l  p ro g ra m  w ith  a t r a v e l  b e n e f i t  p ro g ra m  w h ic h  i s  a l s o  d e s ig n e d  t o  ta k e  i n to  c o n s i d e r a t i o n  th e  h a r d s h ip s  c r e a t e d  by  p ro lo n g e d  f r e q u e n t  t r a v e l .  U nder t h i s  p ro g ra m , a f t e r  an  em p lo y ee  h a s  a c c u m u la te d  20 0 d a y s  o f  e l i g i b l e  t r a v e l  aw ay  fr om  th e  d u ty  s t a t i o n ,  he may r e c e i v e  $900 an d 5 a d d i t i o n a l  d a y s  o f  v a c a t i o n .  ADB d o e s  n o t  have a  " s p o u s e  t r a v e l "  p ro g ra m .
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V I . LOANS AFFE CTING CERTAIN COMMODITIES

I n c r e a s in g  c o n c e r n  h a s  b een  e x p r e s s e d  by th e  D ep art m en t o f  
A g r i c u l t u r e  an d th e  U .S . C o n g r e s s  in  r e c e n t  y e a r s  w it h  r e s p e c t  to  th e  a s s i s t a n c e  a f f o r d e d  b y I F I  le n d in g  f o r  p r o d u c t io n  o f  
c e r t a i n  o v e r c a p a c i t y  c o m m o d it ie s  w h ic h  c o u ld  c a u s e  i n j u r y  to  
U .S . p r o d u c e r s .  F or e x a m p le , in  J a n u a ry  19 76  th e  D ep art m en t 
o f  A g r i c u l t u r e  p u b li s h e d  a s tu d y  f o r e c a s t i n g  f u t u r e  p ro b le m s 
f o r  th e  U .S . so y b e a n  p r o d u c e r s  a r i s i n g  fr om  th e  g ro w th  o f  
w o rld  p r o d u c t io n  and e x p o r t  o f  pa lm  o i l  an d p o in te d  up th e  
im p a ct th e re u p o n  o f  i n t e r n a t i o n a l  f i n a n c i a l  a s s i s t a n c e  
p ro g ra m s . S u b s e q u e n t s t u d i e s  p u b li s h e d  by th e  D ep art m en t o f«  A g r i c u l t u r e  in  May 19 76  and D ec em ber  19 77 b o th  e n la r g e d  upon
an d m o d if ie d  c o n c lu s i o n s  r e a c h e d  in  th e  e a r l i e r  o n e .

In th e  IF I  a u t h o r i z i n g  l e g i s l a t i o n  p a s s e d  O c to b e r  3 , 19 77  
(PL 9 5 - 1 1 8 ) ,  t h e r e  was  in c lu d e d  a p r o v i s i o n  t h a t  U .S . E x e c u t iv eV D i r e c t o r s  s h a l l  o p p o se  in  th e  I F I s  any lo a n  o r  o t h e r  f i n a n c i a l
a s s i s t a n c e  f o r  e s t a b l i s h i n g  o r  e x p a n d in g  p r o d u c t io n  f o r  e x p o r t  o f  pa lm  o i l ,  s u g a r ,  o r  c i t r u s  c r o p s  i f  su ch  lo a n  o r  a s s i s t a n c e  
w i l l  c a u s e  i n j u r y  t o  U .S . p r o d u c e r s  o f  th e  sa m e,  s i m i l a r ,  o r  
c o m p e ti n g  a g r i c u l t u r a l  com m od it y . In  th e  FY 19 79 A p p r o p r i
a t i o n s  A c t f o r  th e  I F I s ,  a b r o a d e r  p r o s c r i p t i o n  r e q u i r e s  
i n s t r u c t i o n s  be  i s s u e d  f o r  u se  o f  th e  v o i c e  an d v o t e  o f  U .S . 
E x e c u t iv e  D i r e c t o r s  t o  th e  I F I s  t o  o p p o se  an y a s s i s t a n c e  f o r  th e  p r o d u c t io n  o f  a n y  co m m od ity f o r  e x p o r t ,  i f  i t  i s  in  
s u r p lu s  on  w o rld  m a rk e ts  and i f  th e  a s s i s t a n c e  w i l l  c a u se  
s u b s t a n t i a l  i n j u r y  t o  U n it e d  S t a t e s  p r o d u c e r s  o f  th e  sa m e,  
s i m i l a r ,  o r  c o m p e ti n g  co m m od it y . A l s o ,  u n d er t h a t  a c t  th e  
P r e s id e n t  i s  r e q u ir e d  t o  i n i t i a t e  i n t e r n a t i o n a l  c o n s u l t a t i o n s  
t o  d e v e lo p  a v i a b l e  s ta n d a r d  g o v e r n in g  th e  a l l o c a t i o n  o f  
d e v e lo p m e n t a s s i s t a n c e  f o r  th e  p r o d u c t io n  an d e x p o r t  o f  
c o m m o d it ie s , an d t o  r e p o r t  b a c k  t o  th e  C o n g r e s s  b y  O c to b e r  19 7 9 .

A. Im p le m e n ta tio n  by E x e c u t iv e  B ra n ch

As  r e v ie w e d  in  an e a r l i e r  s e c t i o n  o f  t h i s  r e p o r t ,  an 
a n a l y s i s  i s  made b y  T r e a s u r y  and  o t h e r  a f f e c t e d  d e p a rtm e n ts  
o f  e a c h  IF I  lo a n  p ro p o s e d  p r i o r  t o  p r e s e n t a t i o n  to  th e  B o a rd s 
o f  E x e c u t iv e  D i r e c t o r s  f o r  re c o m m e n d a ti o n s, th ro u g h  th e  DCC, w it h  r e s p e c t  to  th e  p o s i t i o n  t h a t  sh o u ld  be ta k e n  b y th e  U .S . 
E x e c u t iv e  D i r e c t o r .  In  a d d i t i o n  t o  th e  t r a d i t i o n a l  c r i t e r i a  
a g a i n s t  w h ic h  lo a n  p r o p o s a ls  a r e  r e v ie w e d  g o v e r n in g  th e  eco n o m ic  
v i a b i l i t y  o f  th e  p r o j e c t ,  i t s  t e c h n i c a l  f e a s i b i l i t y  an d c o n t r i 
b u t io n  to  th e  c o u n t r y ’ s  d e v e lo p m e n t p r i o r i t i e s ,  so u n d n e ss  o f  
th e  f i n a n c i a l  p la n  i n v o lv e d ,  e t c . ,  t h e r e  h a s  been  add ed  s i n c e> e n a c tm e n t o f  th e  f o r e g o in g  l e g i s l a t i o n ,  c r i t e r i a  g o v e r n in g
co m m o d it ie s  f o r  e x p o r t  o r  a d d in g  to  i n t e r n a t i o n a l  t r a d e  
r e q u i r i n g  s p e c i a l  a n a l y s e s  f o r  p o t e n t i a l  i n j u r y  to  U .S . 
p r o d u c e r s ,  w it h  e m p h a s is  upon pa lm  o i l ,  s u g a r ,  an d c i t r u s
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p ro d u c ts .  B o th  T re a s u ry  and A g r ic u l t u r e  D e p a rt m e n ts  c o n d u c t su ch  s p e c ia l  a n a ly s e s  f o r  d e te r m in a t io n  o f  a recommended p o s i t io n  f o r  th e  U .S . E x e c u t iv e  D ir e c to r  o f  th e  I F I  t o  ta k e .  O f f i c i a l s  o f  th e s e  d e p a r tm e n ts  made th e  fo ll o w in g  o b s e rv a t io n s  w i th  r e s p e c t  t o  th e  th re e  c o m m o d it ie s :

(1 )  S u g a r . Sugar i s  a com m odity  o f te n  in  s u rp lu s  on  w o r ld  m a rk e ts  du e to  i t s  s u p p p ly  c h a r a c t e r is t i c s  r e l a t i v e  t o  de man d.  The c u r r e n t  I n t e r n a t io n a l  Sugar A gre em ent betw een p ro d u c e rs  an d co nsu m ers  became p r o v is i o n a l l y  e f f e c t i v e  J a n u a ry  1 , 1978.  I t s  p r i n c ip a l  o b je c t iv e  i s  t o  m a in ta in  th e  w o r ld  su g a r p r ic e  in  a ra n g e  o f  $ 0 .1 1  to  $ 0 .2 1  p e r po un d th ro u g h  use o f  a f l e x i b l e  syste m  o f  e x p o r t  q u o ta  a l lo c a t io n s  by c o u n t r y ,  s to c k  a c c u m u la t io n ,  and re le a s e .  The a g re e m ent i s  v ie w ed  as th e  v e h ic le  f o r  e s ta b l is h in g  and m a in ta in in g  an i n t e r n a t io n a l l y  agre ed  su g a r p r ic e  th ro u g h  th e  syste m  o f  e x p o r t  q u o ta s .  In asm uch  as  th e  c o u n t r ie s  in  th e  I n t e r n a t io n a l  Sugar Agre em ent w ou ld  r e s i s t  new e n t r ie s  r e p r e s e n t in g  an y s u b s ta n t ia l  p ro d u c t io n  and in  l i g h t  o f  d o u b t fu l p r o f i t a b i l i t y  g iv e n  th e  c u r r e n t  s u p p ly  an d dem and  s i t u a t io n ,  th e  D e p a rt m e n t o f  A g r ic u l t u r e  does n o t a n t ic ip a te  heavy  in v e s tm e n t ,  w h e th e r fi n a n c e d  by IF Is  o r  o th e r w is e ,  f o r  w o r ld  su g a r p ro d u c t io n  o th e r  th a n  f o r  d o m e s ti c  c o n s u m p ti o n . B o th  p ro d u c t io n  and demand a re  fo r e c a s t  a t  an a n n u a l g ro w th  r a te  o f  a b o u t 3 p e rc e n t in  th e  n e x t  decade w it h  d e v e lo p in g  c o u n t r ie s  a c c o u n ti n g  f o r  m ost o f  th e  in c re a s e  in  b o th  p ro d u c t io n  and co ns um pt i o n .  The  d e c li n e  in  U .S . p ro d u c t io n  in  re sp o n se  to  re d u ce d  sug a r p r ic e s  in  1 9 7 6 -1 9 7 7 , and  th e  noncom 
p e t i t i v e  la b o r  c o s ts  o f  U .S . p ro d u c e rs ,  in d ic a te  a p ro b a b le  in c re a s e  in  U .S . s u g a r im p o r ts  o v e r th e  n e x t  fe w  y e a rs .

(2 )  C i t r u s . The U n it e d  S ta te s  i s  th e  la r g e s t  m a rk e t f o r  c i t r u s  f r u i t s  an d is  la r g e ly  s e l f -  
s u f f i c i e n t  in  t h e i r  p r o d u c t io n ;  o n ly  in  th e  ca se  o f  li m e s  a re  im p o r ts  s i g n i f i c a n t .  U .S . e x p o r ts  o f  c i t r u s  f r u i t s  a re  g ro w in g  and th e  m a rk e t i s  r e l a t i v e l y  s ta b le .  W orl d  demand and s u p p ly  i s  fo r e c a s t  as g ro w in g  a t  a b o u t a 3 p e rc e n t  r a te  th ro u g h  th e  19 80 s w it h  p r ic e s  re m a in in g  r e l a t i v e l y  c o n s ta n t ,  
a lt h o u g h  th e  g ro w th  r a te  o f  le m on s and li m e s  is  e x p e c te d  t o  be c o n s id e ra b ly  lo w e r th a n  t h a t  o f  o th e r  c i t r u s  f r u i t s .  O n ly  some 20 p e rc e n t  o f  c i t r u s  p ro d u c t io n  goes in t o  in t e r n a t io n a l  t r a d e ,  80 p e rc e n t b e in g  consum ed  in  th e  p ro d u c in g  c o u n t r ie s .

(3 )  Pa lm  O il . M os t f a t s  and o i l s  a re  e i t h e r  
j o i n t  p ro d u c ts  o r  b y p ro d u c ts  o f  p ro c e s s in g  and , as  a r e s u l t ,  s u p p ly  may depen d to  a la rg e  e x te n t  on
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demand f o r  th e  p r im a ry  p ro d u c t  r a th e r  th a n  on  
th e  o i l  de man d.  Soy be an  o i l  i s  a v a lu a b le  
j o i n t  p ro d u c t  w i th  mea l ( l i v e s t o c k  fe e d )  and 
p la y s  a more d i r e c t  r o le  in  th e  dem and f o r  
soybeans th a n  does a le s s e r  b y p ro d u c t ,  th ough  
m ea l is  th e  ke y  f a c t o r  in  th e  c ru s h  le v e ls  o f  
d o m e s ti c  soybean p ro d u c t io n .  W h il e  th e  q u a l i t y  
o f  s o f t  o i l s  (s uch  as  soybean) i s  s u p e r io r  in  
v e g e ta b le  o i l  m ix tu r e s ,  h a rd  o i l s  (s u c h  as  palm  
o i l )  w i l l  re m a in  c o m p e t it iv e  because  o f  th e  p r ic e  
a d va n ta g e  due  t o  lo w  c o s ts  o f  p r o d u c t io n .  As 
co n su m p ti o n  o f  f a t s  and o i l s  in  th e  d e ve lo p e d  
c o u n t r ie s  i s  a p p ro a c h in g  s a tu r a t io n  le v e ls ,

•  th e  lo n g - te rm  p r ic e  o u t lo o k  o f  palm  o i l  and
o th e r  o i l s  w i l l  la r g e ly  depe nd  upon  th e  
c a p a b i l i t y  o f  d e v e lo p in g  c o u n t r ie s  t o  ab so rb  
th e  in c r e a s in g  s u p p li e s .  M a la y s ia  a c c o u n ts  fo r  
some 73 p e rc e n t  o f  th e  w o r ld  palm  o i l  e x p o r t

*' m a rk e t and has g a in e d  d r a m a t ic a l ly  in  i t s  sh a re
o f  U .S . im p o r ts  o f  pa lm  o i l .  i t  i s  e xp e c te d  
to  in c re a s e  p ro d u c t io n  by more th a n  d o u b le  in  
th e  1975-1 985  p e r io d  w i th  d o m e s ti c  co n su m p ti o n  
a b s o rb in g  o n ly  a b o u t 5 p e rc e n t  o f  th e  in c re a s e . 
N e v e r th e le s s ,  D epa rt m e n t o f  A g r ic u l t u r e  o f f i 
c i a l s  a d v is e  t h a t  fo r e ig n  soybean p ro d u c t io n ,  
such as  in c r e a s in g  B r a z i l  p ro d u c t io n  o f  so ybeans , 
i s  a g r e a te r  t h r e a t  to  U .S . p ro d u c e rs  th a n  th e  
in c r e a s in g  le v e l  o f  palm  o i l  p ro d u c t io n ,  beca us e 
o f  th e  im p a c t up on  m ea l p r ic e s  as  w e l l  as  on  o i l  
p r i c e s .

D u r in g  FY 1978, 15 in s ta n c e s  a ro se  in  lo a n  p r o je c t s  
p re s e n te d  by th e  I F I s  r e q u i r in g  s p e c ia l a n a ly s e s  by  T re a s u ry  
and A g r ic u l t u r e  D e p a rt m e n ts  because  a l l  o r  a p o r t io n  o f  th e  . 
p r o je c t  in v o lv e d  one  o f  th e  th re e  c i t e d  c o m m o d it ie s . A 
summ ary o f  th e se  p r o je c t s ,  show in g  th e  f in d in g  and r e s u l t a n t  
i n s t r u c t io n  f o r  v o t in g  by  th e  U .S . E x e c u t iv e  D i r e c t o r ,  i s  
s e t  f o r t h  on th e  f o l lo w in g  page:

*
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As ca n be  se e n , th e re  hav e been b u t  tw o  in s ta n c e s  wh en a n a ly s e s  by T re a s u ry  and A g r ic u l t u r e  D e p a rt m e n ts  and c o n s id e r a t io n  b y  NAC r e s u l te d  in  an in s t r u c t io n  to  th e  U .S . E x e c u t iv e  D ir e c to r  t o  oppose  th e  p r o je c t .  N e i t h e r ,  o f  c o u rs e ,  r e s u l t e d  in  d is a p p ro v a l o f  th e  lo a n .  In  r e v ie w in g  th e  d o c u m e n ta ti o n  o f  each o f  th e  a n a ly s e s  c o n d u c te d , i t  was fo u nd  t h a t  th o ro u g h  and p r o b a t iv e  re v ie w s  w ere  made by  T re a s u ry  and A g r ic u l t u r e  p e rs o n n e l.

In  th e  case  o f  th e  s u g a r p r o je c t  in  S w a z il a n d , i t  was  p o in te d  o u t  t h a t  S w a z il a n d  w ou ld  hav e to  o b ta in  an a d d i t io n a l  q u o ta  u n d e r th e  I n t e r n a t io n a l  S ugar A gre em ent t o  e x p o r t  th e  o u tp u t  o f  th e  p r o je c t  w h ic h  was d o u b t f u l  w i t h  o th e r  d e v e lo p in g  c o u n t r ie s  v y in g  f o r  s h a re s  o f  th e  h a rd s h ip  q u o ta  a v a i la b le  in  1979. The p r o je c t  wa s f o r  a new s u g a r m i l l  to  p ro d u ce  120 ,0 00  m e t r ic  to n s  f o r  e x p o r t .  The t h r e a t  to  U .S . p ro d u c e rs  was n o t  e x p e c te d  t o  be s u b s t a n t ia l  in  l i g h t  o f  th e  th e n  im pend in g  I n t e r n a t io n a l  S ugar A g re e m e n t,  b u t  th e  p o t e n t ia l  f i n a n c ia l  lo s s e s  to  S w a z il a n d  made th e  lo a n  a f i n a n c ia l  r i s k  w h ic h  c o u ld  have be en  re d u ce d  by e x p a n d in g  e x is t in g  m i l l s  r a t h e r  th a n  c o n s t r u c t in g  a new  on e in  a p e r io d  when th e  w o r ld  s u g a r m a rk e t was e n te r in g  a d e p re s s e d  p e r io d .  I t  was a ls o  p o in te d  o u t  t h a t  th e  h ig h  c o s t  ($ 4 1 ,0 0 0 )  p e r  jo b  c re a te d  by th e  p r o je c t  su g g e s te d  t h a t  a l t e r n a t i v e  in v e s tm e n t p o s s i b i l i t i e s  s h o u ld  have be en  re v ie w e d  b e fo re  p u t t in g  th e  p r o je c t  fo rw a rd .
The  o th e r  n e g a t iv e  v o t in g  i n s t r u c t io n  was f o r  a p r o je c t  in  M a la y s ia  o f  w h ic h  $3 m i l l i o n  wa s f o r  f a c i l i t i e s  t h a t  w ou ld  in c re a s e  pa lm  o i l  p ro d u c t io n  by  1990 by  1 4 ,0 0 0  m e t r ic  to n s ,  a l l  o f  w h ic h  was f o r  e x p o r t .  I t  w ou ld  c o n t r ib u t e  to  th e  p la n n e d  e x p a n s io n  o f  M a la y s ia 's  e x p o r ts  o f  pa lm  o i l  w h ic h  a re  e xp e c te d  to  in c re a s e  fr o m  1 .6  m i l l i o n  m e t r ic  to n s  in  1977 to  3 .5 -4 .0  m i l l i o n  m e t r ic  to n s  by  1990. Beca use  th e  a d d i t io n a l  e x p o r t  vo lu m e  c o u ld  r e s u l t  in  do wnw ard p re s s u re  on o i l  p r ic e s  w i t h  r e s u l t i n g  a d v e rs e  e f f e c t s  on  U .S . p ro d u c e rs  o f  soybean o i l  and because  th e  s u b s t a n t ia l  in c re a s e  in  p ro d u c t io n  in  an a lr e a d y  e s ta b l is h e d  in d u s t r y  re p re s e n te d  a p o o r  us e o f  I F I  re s o u rc e s ,  th e  U n it e d  S ta te s  opposed th e  lo a n .

The $60 m i l l i o n  IDB lo a n  to  M e x ic o , show n on th e  fo re g o in g  c h a r t  w h ic h  was n o t  oppose d by th e  U n it e d  S ta te s ,  had b o th  a s u g a r e le m e n t and c i t r u s  e le m e n t in  i t .  A n a ly s is  show ed  t h a t  a n t ic ip a te d  d o m e s ti c  c o n s u m p ti o n  o f  s u g a r and c i t r u s  p ro d u c ts  was p ro je c te d  as  g r e a te r  th a n  th e  ad de d p ro d u c t io n  s u p p o r te d  by  th e  lo a n .  H ow ever,  in  a n a ly z in g  th e  in d iv id u a l  co m ponen ts , i t  was u n c le a r  th a t  t h a t  w ou ld  be so  in  th e  case  o f  li m e s .  Bec au se  o f  th e  r e l a t i v e l y  s m a ll  m a rk e t f o r  li m e s ,  s u b s t a n t ia l  im p o r t  to  th e  U n it e d  S ta te s  now fr o m  M ex ic o  ( b e li e v e d  to  be a ro u n d  25  p e r c e n t ) ,  and th e  la c k  o f  r e l i a b l e  d a ta  fr om  M ex ic o  on  c i t r u s  p ro d u c t io n  f o r  e x p o r t ,  i t  was b e li e v e d  t h a t  i n j u r y  to  U .S . p ro d u c e rs  c o u ld  r e s u l t  u n le s s  i t  was  f i r m l y  e s ta b l is h e d  t h a t  no ne  o f  th e  ad de d li m e  p ro d u c t io n  in  th e  p r o je c t  w ou ld
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c o n t r i b u t e  to  M e x ic o 's  e x p o r t s  t o  th e  U n it e d  S t a t e s .  TheU .S . E x e c u t iv e  D i r e c t o r  w as  i n s t r u c t e d  t h a t  he  s h o u ld  n o ta p p ro v e  th e  lo a n  u n le s s  he c o u ld  be  a s s u re d  t h a t  th e  in c r e a s e dp r o d u c t io n  wa s a l l  f o r  d o m e s t ic  co n su m p ti o n  o r ,  i f  th e r e
s h o u ld  be  an y i n c r e a s e  in  th e  e x p o r t  o f  l i m e s ,  t h a t  anya d d i t i o n a l  e x p o r t s  w ould  n o t b e  d i r e c t e d  a t  th e  U .S . m a rk e t.Th e U .S . E x e c u t iv e  D i r e c t o r  a t  IDB o b ta in e d  a s s u r a n c e s  fro mIDB  m an ag em en t o n ly  t h a t  th e  in c r e a s e d  p r o d u c t io n  a f f o r d e d  byth e  p r o j e c t ,  in c lu d in g  li m e  p r o d u c t io n ,  w ould  be  l e s s  th anp r o j e c t e d  f u t u r e  d o m e s t ic  r e q u ir e m e n ts . Bot h A g r i c u l t u r e  andT r e a s u r y  D ep art m en t p e r s o n n e l a g r e e  t h a t  su ch  a s s u r a n c e  i sv a g u e  and u n e n fo r c e a b le  an d w i l l  n o t be  m o n it o re d  a s  i t  i s
n o t  a p a r t  o f  th e  lo a n  a g re e m e n t . H ow ev er,  b a se d  on  t h i sa s s u r a n c e ,  no o p p o s i t i o n  was  r e g i s t e r e d .

In  r e v ie w in g  a l l  o f  th e  a n a l y s e s ,  i t  i s  a p p a r e n t  t h a t  many u n c e r t a i n t i e s  m ust  be  d e a l t  w it h  in as m uch  a s  a d d i t i o n a l  s u p p l i e s  f in a n c e d  by th e  IF I  lo a n s  w i l l  n o t e n t e r  d o m e s t ic  o r  w o rld  m a rk e ts  f o r  many y e a r s  a f t e r  th e  lo a n  i s  a p p ro v e d . In  *th e  c a s e  o f  pa lm  o i l ,  f o r  e x a m p le , m a tu re  p r o d u c t io n  w i l l  o c c u r  som e 10 y e a r s  a f t e r  a lo a n  i s  g r a n t e d .  S u p p ly  and  dema nd  t r e n d s  an d o t h e r  m a rk e t c o n d i t i o n s  c a n n o t be  f o r e c a s t  w it h  c e r t a i n t y  an d p o t e n t i a l  i n j u r y  to  U .S . p r o d u c e r s  i s  d i f f i c u l t  to  m e a su re . B oth  A g r i c u l t u r e  and  T r e a s u r y  o f f i c i a l s  r e g a r d  th e  I F I s  a s  an  in a d e q u a te  fo ru m in  w h ic h  to  p u rsu e  e f f o r t s  to  p r o t e c t  U .S . p r o d u c e r s  b e c a u s e  o f  th e  i n a b i l i t y  to  c l e a r l y  show  p r e s e n t  da m ag e t o  U .S . p r o d u c e r s  t h a t  any i n d i v i d u a l  p r o j e c t  w i l l  c a u s e  and b e c a u s e  o f  th e  i n e f f e c t i v e n e s s  o f  p o r t r a y in g  a p r o t e c t i o n i s t  a t t i t u d e  in  th e s e  m u l t i l a t e r a l  i n s t i t u t i o n s  w h i le  a t  th e  sam e ti m e c o m b a tti n g  s i m i l a r  a t t i t u d e s  in  e f f o r t s  to  r e a c h  i n t e r n a t i o n a l  t r a d e  a g re e m e n ts .

B. E f f e c t i v e n e s s  o f  P ro gra m  in
I n t e r n a t i o n a l  F i n a n c i a l  I n s t i t u t i o n s

O f f i c i a l s  o f  th e  I F I s  p o in t  o u t t h a t  a lt h o u g h  th e^  a re  c o n c e rn e d  w it h  th e  w is h e s  o f  th e  U n it e d  S t a t e s ,  th e  s i n g l e  m ost  im p o rta n t d o n o r , th e  I F I s  t r a d i t i o n a l l y  h a v e  r e s i s t e d  an y a t te m p t  b y  a s i n g l e  memb er t o  i n j e c t  p a r o c h ia l  o r  p r o t e c t i o n i s t  im p ed im en ts  t o  th e  q u e s t io n  o f  who g e t s  le n d in g  and f o r  w h a t.  One o f f i c i a l  p o in t e d  o u t  t h a t  i f  th e  I F I s  bow to  su c h  p r e s s u r e s ,  num er ou s c o u n t r i e s  w ould  b e g in  in t e r p o s in g  o b j e c t i o n s  to  s a f e g u a r d  t h e i r  own i n t e r e s t s ,  e . g .  3 r a z i l  
on  lo a n s  in v o lv in g  c o f f e e  p r o j e c t s  an d I n d o n e s ia  on th o s e  i n v o l v i n g  r u b b e r — e a c h  b e in g  th e  le a d in g  w o rl d  p r o d u c e r  o f  t h e s e  r e s p e c t i v e  c o m m o d it ie s . R evie w  o f  th e  IF I  p i p e l i n e s  sh o w in g  p r o j e c t s  b e in g  w ork ed up i n d i c a t e s  no  c u r t a i lm e n t  o f  p r o j e c t s  i n v o l v i n g  pal m  o i l ,  s u g a r ,  o r  c i t r u s  p r o d u c tsan d o f f i c i a l s  o f  th e  I F I s  c o n fir m  t h a t  su ch  p r o j e c t s  have  n o t Vbeen  w it h d raw n  fr om  th e  p i p e l i n e s  b a se d  on p o s s i b l e  U .S .
o p p o s i t i o n .
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R evie w  o f  m in u te s  o f  d is c u s s io n s  o f  th e  tw o n e g a t iv e  
v o te s  c a s t  by th e  U .S . E x e c u t iv e  D ir e c to r  in  th e  p r e v io u s ly -  
c i t e d  l i s t i n g  sh ow s n o t o n ly  a la c k  o f  sym pa th y  f o r  th e  U .S . 
p o s i t io n  o f  a t te m p t in g  to  p r o t e c t  U .S . p ro d u c e rs  b u t  a c o u n te r 
p ro d u c t iv e  r e a c t io n  on  th e  p a r t  o f  o th e r  E x e c u t iv e  D ir e c t o r s .
In  each c a s e , o th e r  E x e c u t iv e  D ir e c to r s  c h id e d  th e  U .S .
E x e c u t iv e  D i r e c t o r  f o r  a t te m p t in g  to  i n j e c t  p o l i t i c a l  a n d /o r  
p r o t e c t i o n i s t  c o n s id e r a t io n s  in t o  th e  lo a n  d is c u s s io n  c o n s id 
e r in g  th e  b ro a d  pu rp o se  o f  e f f o r t s  to  a id  th e  d e ve lo p m e n t 
p o t e n t ia l  o f  s m a l l,  p o o r c o u n t r ie s .  O n ly  when d is c u s s e d  
fr o m  a b ro ad  econom ic  v ie w p o in t  o f  I F I  in v o lv e m e n t in  com m odity  
p r o je c t s  w h e re in  f u t u r e  w o r ld  m a rk e ts  a re  u n c e r ta in ,  p a r t i c u 
l a r l y  w it h  r e s p e c t  to  su g a r and palm  o i l ,  does th e re  appear 
t o  be  any r e c e p t i v i t y  b y  th e  o th e r  E x e c u t iv e  D ir e c to r s .

A t th e  W o rl d  Ba nk  and  ADB, th e re  a re  no  r e s t r i c t i v e  c la u s e s  
in  lo a n  a g re em en ts  r o u t in e ly  in s e r te d  a f f e c t i n g  p a r t i c u la r  
c o m m o d it ie s . O f f i c i a l s  a t  th e s e  IF I s  a d v is e d  t h a t  in  l i g h t  
o f  w o r ld  m a rk e t p r o je c t io n s ,  c a re  i s  ta k e n  in  w o rk in g  up 
p r o je c t s  in v o lv in g  palm  o i l  and su g a r t o  a s s u re  t h a t  p ro je c te d  
w o r ld  p ro d u c t io n  i s  in  l i n e  w it h  p ro je c te d  in c re a s e s  in  d o m e s ti c  
c o n s u m p ti o n , p a r t i c u l a r l y  in  th e  LD Cs , t o  a v o id  a m a rk e t 
im b a la n c e  t h a t  m ig h t  a d v e rs e ly  a f f e c t  th e  econom ic  v i a b i l i t y  
o f  th e  p r o je c t .

A t  ID B , a s ta n d a rd  c la u s e  has be en  in c lu d e d  in  a g r ic u l t u r e  
c r e d i t  p r o je c t s  p r o s c r ib in g  us e o f  th e  lo a n  re s o u rc e s  to  
p ro m o te  in c re a s e d  p ro d u c t io n  o f  (1 )  c o f f e e ,  banan a s , o r  c a ca o , 
o r  (2 ) o th e r  p ro d u c ts  in te n d e d  p r i m a r i l y  f o r  e x p o r t  w h e re in  
s u rp lu s e s  e x is t  in  th e  p ro d u c in g  c o u n tr y  o r  e ls e w h e re  in  th e  
w o r ld  w it h  th e  i d e n t i f i c a t i o n  o f  su ch  p ro d u c ts  t o  be th e  
s u b je c t  o f  ag re e m e n t be tw een  th e  b o rro w e r  and ID B . H ow ever,  
in  a r e c e n t  lo a n  o f  $48 m i l l i o n  to  M ex ic o  in  No ve mbe r 1978 f o r  
i r r i g a t i o n  r e h a b i l i t a t i o n ,  th e  fo re g o in g  c la u s e  was  d e le te d  
fr o m  th e  lo a n  a g re e m e n t,  o v e r th e  p r o t e s t  o f  th e  U .S . E x e c u ti v e  
D i r e c t o r .  A t th e  ti m e  o f  th e  w r i t i n g  o f  t h i s  r e p o r t ,  IDB  
man ag em en t was re v ie w in g  i t s  p o l i c y  w it h  re s p e c t  to  th e  a b o ve - 
c i t e d  c la u s e  b u t  had n o t  d e te rm in e d  w ha t ch ange t h e r e in ,  i f  
a n y , may be  p ro p o s e d .

In  f i e l d  v i s i t s  to  p r o je c t  s i t e s ,  th e  I n v e s t ig a t iv e  S t a f f  
v ie w e d  tw o  su g a r p r o je c t s  (o ne  in  A f r i c a  and on e in  A s ia )  and 
s ix  palm  o i l  p r o je c t s  ( f i v e  in  A s ia  and on e in  A f r i c a ) .  A l l  
had be en  i n i t i a t e d  p r i o r  to  th e  l e g i s l a t i v e  p r o v is io n  in  
O c to b e r  1977 r e q u i r in g  s p e c ia l re v ie w s  o f  th e  th re e  c o m m o d it ie s . 
The  s u g a r p r o je c t  and th e  palm  o i l  p r o je c t  in  A f r i c a  b o th  a re  
d e s ig n e d  f o r  in c re a s e d  e x p o r t  t r a d e  w it h  th e  e x p o r t  m a rk e ts  
l y in g  in  o th e r  A f r ic a n  c o u n t r ie s  and in  E uro pe. F our o f  th e  
pa lm  o i l  p r o je c t s  and th e  su g a r p r o je c t  in  A s ia  a re  p la n n ed  
f o r  d o m e s ti c  c o n s u m p ti o n , r e p le n is h in g  a n d /o r  s u p p le m e n ti n g  
fo rm e r p r o d u c t i v i t y .  Th e o th e r  palm  o i l  p r o je c t  in  A s ia  
(M a la y s ia )  i s  d e s ig n e d  p r i m a r i l y  f o r  e x p o r t  to  th e  U n it e d  S ta te s
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D ev elo p m en t o f f i c i a l s  o f  e a c h  o f  th e  c o u n t r i e s  in v o lv e d  w ere  s a t i s f i e d  t h a t  th e  p r o j e c t s  a r e  o r  w ould  be  e c o n o m ic a ll y  v i a b l e  an d w ould  c o n t r i b u t e  to  th e  d e v e lo p m e n t p r o s p e c t s  o f  t h e  LD Cs.
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V I I . HUMAN RIGHTS

A. B ackgro und

Human r i g h t s  have be en  d e s c r ib e d  v a r io u s ly ,  d e p en d in g  on  
th e  s p e a k e r , b u t  a re  b ro a d ly  i d e n t i f i e d  as th o s e  r i g h t s  
le a d in g  to  in d iv id u a l  fr e e d o m s , in c lu d in g  fr eedom  o f  c h o ic e  
in  w o rk , re s id e n c e ,  and r e l i g i o n ,  and fr eedom  fr om  p e rs e c u t io n  o u ts id e  th e  la w .

The S e c re ta ry  o f  S ta te  in  A p r i l  1977  p ro v id e d  a d e f i n i t i o n  
o f  human r i g h t s  a s :  th e  r i g h t  t o  be f r e e  fr om  gove rn m e n t 
v io l a t i o n  o f  th e  i n t e g r i t y  o f  th e  p e rs o n ; th e  r i g h t  to  th e  
f u l f i l l m e n t  o f  such  v i t a l  needs  as  fo o d , s h e l t e r ,  h e a lt h  c a re ,  
and e d u c a t io n ;  and th e  r i g h t  to  e n jo y  c i v i l  and p o l i t i c a l  
1 i b e r t i e s .

P u b li c  Law (P L) 95 -1 18  d a te d  O c to b e r 3 , 1977, T i t l e  V I I ,  
s ta te s  t h a t  th e  U n it e d  S ta te s  in  c o n n e c t io n  w it h  i t s  v o ic e  
and v o te  in  th e  IF I s  s h a l l  advance  th e  ca use  o f  human r i g h t s  
and  s h o u ld  seek to  c h a n n e l a s s is ta n c e  to w a rd  c o u n t r ie s  o th e r  
th a n  th o s e  whose g o ve rn m e n ts  engage in  a c o n s is te n t  p a t te r n  
o f  g ro s s  v i o la t i o n s  o f  i n t e r n a t i o n a l l y  re c o g n iz e d  human 
r i g h t s ,  such  as  t o r t u r e  o r  c r u e l ,  in hum ane, o r  d e g ra d in g  
t re a tm e n t  o r  p u n is h m e n t,  p ro lo n g e d  d e te n t io n  w it h o u t  c h a rg e s , 
o r  o th e r  f la g r a n t  d e n ia l  o f  l i f e ,  l i b e r t y ,  and th e  s e c u r i t y  
o f  th e  p e rs o n . The l e g i s l a t i o n  s ta te s  t h a t  in  d e te rm in in g  
i f  a c o u n tr y  i s  in  g ro s s  v i o l a t i o n  o f  i n t e r n a t i o n a l l y  re c o g n iz e d  
human r i g h t s ,  c o n s id e r a t io n  be g iv e n  to  th e  e x te n t  o f  coop
e r a t io n  p ro v id e d  by th e  c o u n tr y  in  a ll o w in g  an un im peded in v e s t ig a t io n  o f  a ll e g e d  v i o la t i o n s  by a p p ro p r ia te  I n t e r 
n a t io n a l  o r g a n iz a t io n s .  The U .S . E x e c u t iv e  D ir e c to r s  a re  
in s t r u c te d  to  oppose any lo a n ,  e x te n s io n  o f  f in a n c ia l  
a s s is ta n c e ,  o r  any t e c h n ic a l  a s s is ta n c e  to  an y c o u n tr y  t h a t  
ha s a c o n s is te n t  p a t t e r n  o f  g ro s s  v io la t i o n s  o f  human r ig h t s  
o r  p ro v id e s  re fu g e  to  in d iv id u a ls  h i ja c k in g  a i r c r a f t ,  u n le s s  
such  a s s is ta n c e  i s  d i r e c te d  s p e c i f i c a l l y  t o  p ro g ra m s w h ic h  
s e rv e  b a s ic  human needs o f  th e  c i t i z e n s  o f  su ch c o u n tr y .

PL 9 5 -1 48  d a te d  O c to b e r 3 1 , 1977, th e  F o re ig n  A s s is ta n c e  
and R e la te d  P ro gra m s A p p r o p r ia t io n s  A c t f o r  FY 1978, u n d e r 
g e n e ra l p r o v is io n s ,  in c o rp o r a te s  s im i la r  la n g u a g e ; n am e ly , 
t h a t  where  o th e r  means have p ro v e n  in e f f e c t i v e  in  p ro m o ti n g  
in t e r n a t io n a l  hum an r i g h t s ,  and e x c e p t where  th e  P re s id e n t  
d e te rm in e s  t h a t  th e  ca use o f  i n t e r n a t io n a l  human r i g h t s  i s  
se rv e d  more e f f e c t i v e l y  by  a c t io n s  o th e r  th a n  v o t in g  .a g a in s t 
such a s s is ta n c e  o r  where  th e  a s s is ta n c e  i s 'd i r e c t e d  to  p ro g ra m s th a t  s e rv e  th e  b a s ic  needs o f  th e  im p o v e r is h e d  m a jo r i t y "  o f  
th e  c o u n tr y  in  q u e s t io n ,  U .S . E x e c u t iv e  D ir e c to r s  s h o u ld  
oppos e lo a n s  and o th e r  f i n a n c ia l  o r  t e c h n ic a l a s s is ta n c e  to  
an y c o u n tr y  t h a t  p e r s is t s  in  a s y s te m a t ic  p a t te r n  o f  g ro s s  
v io la t i o n s  o f  fu n d a m e n ta l human r i g h t s .
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In  a d d i t io n  to  th e  above  l e g i s l a t i o n ,  P re s id e n t  C a r te r  in  re sp o n se  to  C o n g re s s io n a l in t e r e s t  in  th e  hum an r ig h t s  p o l i c ie s  o f  r e c ip ie n t  c o u n t r ie s  a s s u re d  th e  C om m it te e  t h a t  he w ould  d i r e c t  th e  U .S . E x e c u t iv e  D ir e c to r s  to  oppose  and v o te  a g a in s t  I F I  lo a n s  to  A n g o la , C am bodia , Cub a,  L a o s , M oza m biq ue, V ie tn a m , and Ug anda d u r in g  FY 1978.

S im i la r  la n g u ag e  in  a u th o r iz a t io n  and a p p r o p r ia t io n s  le g i s la t i o n  ha s appeare d  in  r e c e n t  y e a rs .  In  th e  FY 1979 A p p ro p r ia t io n s  A c t (P L 9 5 -4 8 1 ) ,  th e  p r o v is io n  a p p li c a b le  to  human r i g h t s  r e q u ir e d  th e  P re s id e n t  t o  d i r e c t  th e  U .S . G ove rn o r o f  ea ch  o f  th e  I F I s  t o  p ro p o se  and se ek a d o p t io n  o f  am en dm en ts to  th e  c h a r te r s  o f  th e  r e s p e c t iv e  i n s t i t u t i o n s  to  e s ta b l is h  human r i g h t s  s ta n d a rd s  to  be  c o n s id e re d  in  c o n n e c t io n  w it h  each a p p l ic a t io n  f o r  a s s is ta n c e  fr om  th e  I F I s .  A re p re s e n t a t i v e  o f  T re a s u ry  (O ASIA ) a d v is e d  t h a t  th e  U .S . G o v e rn o r, p u rs u a n t to  th e  fo re g o in g  le g i s l a t i o n  and , in  f a c t ,  b e fo re  t h a t  t im e ,  ha s be en  enga ge d in  d is c u s s io n s  w it h  o th e r  IF I  G o ve rn o rs  as  w e ll  as  w it h  o th e r  g o v e rn m e n ta l r e p r e s e n ta t iv e s  t o  se ek s u p p o r t  in  p ro p o s in g  c h a r te r  am en dm en ts . How eve r,  th e re  i s  a s tro n g  body o f  o p in io n  t h a t  a p ro p o s a l to  amend th e  c h a r te r s  w ou ld  f a i l  and t h a t  a more s a t i s f a c t o r y  s o lu t io n  may w e ll  r e s u l t  fr om  an a c ce p ta n ce  o f  th e  p r o p o s i t io n  t h a t  th e  human r i g h t s  q u e s t io n  r e a l l y  enco mpa ss es  a b a s ic  econom ic  c o n s id e r a t io n ,  w h ic h  a lr e a d y  i s  g ro unded in  th e  c h a r te r s  as  th e  r e a l  t e s t  o f  a p p ro v a l o r  d is a p p ro v a l o f  lo a n  p ro p o s a ls .  A c c o rd in g  to  th e  T re a s u ry  r e p r e s e n ta t iv e ,  m ost  IF I  G o ve rn o rs  a re  o f  th e  v ie w  t h a t  i t  w i l l  n e ve r be  p o s s ib le  f o r  a l l  o r  a m a jo r i t y  o f  mem ber  g o ve rn m e n ts  to  a g re e  on  w h ic h  c o u n t r ie s  s h o u ld  be d e n ie d  lo a n s  on  human r ig h t s  g ro u n d s  a lo n e  a t  any g iv e n  ti m e  because  o th e r  p o l i t i c a l  and econom ic  c o n s id e r a t io n s  w it h  s t r o n g e r  w e ig h t  w i l l  p r e v a i l  on  q u e s t io n s  o f  lo a n  a p p ro v a ls .

A t th e  IDB a n n u a l m e e ti n g  in  May 1977, th e  S e c re ta ry  o f  th e  T re a s u ry  announce d t h a t  th e  U n it e d  S ta te s  b e li e v e s  th a t  th e  r i g h t  t o  ha ve  fo o d , c lo t h in g ,  and s h e l t e r  i s  in t im a t e ly  l in k e d  to  th e  r i g h t  t o  be f r e e  fr om  a r b i t r a r y  p e rs e c u t io n  o u ts id e  th e  la w  and  t o  th e  r i g h t  o f  a l l  p e o p le  to  l i v e  w i t h  a c e r t a in  d e g re e  o f  s e c u r i t y  in  t h e i r  p e rs o n a l l i v e s  fo r  them s e lv e s  and t h e i r  f a m i l ie s .  He f u r t h e r  n o te d  t h a t  th e  U n it e d  S ta te s ' hum an r ig h t s  p o l i c y  i s  n o t  d i r e c te d  a t  an y s p e c i f i c  c o u n tr y  b u t  r a th e r  i s  ba se d on  th e  id e a  t h a t  econom ic  and  hum an r ig h t s  a re  c lo s e ly  r e la t e d .  He ad ded t h a t  th e  U n it e d  S ta te s  u n d e rs ta n d s  t h a t  in  in d iv id u a l  c o u n t r ie s  th e re  a re  s i t u a t io n s  w h ic h  ca n be im pro ved  o n ly  s lo w ly ;  t h a t  we ha ve  t o  ta ke  in t o  a c c o u n t,  and w i l l  ta k e  in t o  a c c o u n t in  th e  ca se  o f  a p a r t i c u la r  c o u n t r y ,  th e  d e g re e  to  w h ic h  we t h in k  th e  mo ney w i l l  be used  f o r  c o n s t r u c t iv e  p u rp o se s  to  b e n e f i t  th e  p e o p le  in  a way t h a t  h e lp s  in c re a s e  and n a in t a in  econom ic  
r i g h t s .
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In  im p le m e n ti n g  th e  U .S . huma n r i g h t s  p ro g ra m , m is s io n s  h ave  b een  s e n t  t o  b o th  C an ad a and  E uro pe  f o r  d i s c u s s i o n s  w it h  h i g h - l e v e l  o f f i c i a l s ,  e x p l a i n in g  th e  U n it e d  S t a t e s '  c o n c e rn s  w it h  r e g a r d  t o  hu man  r i g h t s  i s s u e s  in  I F I  l e n d in g .  Th e p u rp o s e  o f  th e  c o n s u l t a t i o n s  h a s  b een  t o  c a u s e  o t h e r  g o v e rn m e n ts  t o  i n s t r u c t  th e  v a r io u s  IF I  E x e c u ti v e  D i r e c t o r s  r e p r e s e n t i n g  th e  v i s i t e d  c o u n t r i e s  t o  o p p o se  lo a n s  t o  human r i g h t s  v i o l a t o r s  an d t o  s u p p o r t  t h e  U .S . p o s i t i o n  on  i t s  huma n r i g h t s  p o l i c y .
Th e S e c r e t a r y  o f  th e  T r e a s u r y  in  19 78  C o n g r e s s io n a l  h e a r in g s  t e s t i f i e d  t h a t  th e  A d m in i s t r a t io n  h a s  co n v ey ed  th e  U .S . p o s i t i o n  on huma n r i g h t s  t o  th e  G o v e rn o rs  o f  th e  IDB ,W or ld  B ank, an d IMF an d t h a t  t h e  mem ber g o v e rn m e n ts  an d th e  bank m an agem en ts  u n d e r s ta n d  th e  U .S . p o s i t i o n  on  hum an r i g h t s  i s s u e s .  The ADB an d AfDF h ave  a l s o  b een  a p p r i s e d  o f  th e  U .S . hum an r i g h t s  p o l i c y .  Th e U n it e d  S t a t e s  h a s  a tt e m p te d  t o  d e la y  c o n s i d e r a t i o n  o f  lo a n s  t o  c o u n t r i e s  w it h  s e r i o u s  an d c o n s i s t e n t  human r i g h t s  v i o l a t i o n s  an d f i n a l l y  t o  o p p o se  th e s e  lo a n s  by  e i t h e r  a b s t e n t i o n  o r  a n e g a t i v e  v o t e .  Th e S e c r e t a r y  h a s  n o te d  t h a t  th e  U .S . g o a l  i s  n o t  t o  s t o p  l e n d in g  to  th e s e  c o u n t r i e s  b u t  t o  im pro ve  th e  hu man  r i g h t s  c o n d i t i o n s  w i th in  th e n .  D u ri ng  d i s c u s s i o n s  w i th  U .S . o f f i c i a l s  a s s o c i a t e d  w i th  th e  I r i s  (E x e c u t iv e  D i r e c t o r s  an d t h e i r  A l t e r n a t e s ) ,  i t  was l e a r n e d  t h a t  t h e r e  i s  c o n c e rn  on t h e i r  p a r t  t h a t  th e  U .S . "n o "  v o te  in  t h e  I F I s  may r e s u l t  in  th e  sa m e l o s s  o f  fa c e  a s  a S o v ie t  U nio n  "n o" v o te  in  th e  U n it e d  N a t io n s  S e c u r i t y  C o u n c i l .

B. I n t e r a g e n c y  G ro up  on  Human
R ig h ts  an d F o r e ig n  A s s i s t a n c e

Th e v a s t  m a j o r i t y  o f  b o rro w in g  c o u n t r i e s  a s s i s t e d  by  th e  I F I s  a r e  n o t  d e m o c r a c ie s  a n d , t o  v a r y in g  d e g r e e s ,  h a v e  been  a c c u se d  o f  huma n r i g h t s  v i o l a t i o n s ;  t h u s ,  t h e r e  r e m a in s  th e  p ro b le m  o f  c a t e g o r i z i n g  th e  s e v e r i t y  o f  th e  v i o l a t i o n s .
Th e I n t e r a g e n c y  G ro up on  Human R ig h ts  an d F o re ig n  A s s i s t a n c e ,  c h a i r e d  by  W ar re n  C h r i s t o p h e r ,  D epu ty  S e c r e t a r y  o f  S t a t e ,  was  c r e a t e d  by  N a t io n a l  S e c u r i t y  C o u n c il  d i r e c t i v e  in  A p r i l  19 77  an d i s  co mmon ly  know n a s  th e  C h r i s to p h e r  G ro u p .
The C h r i s t o p h e r  G ro up r e v ie w s  f o r  huma n r i g h t s  c o n s i d e r a t i o n s  a l l  b i l a t e r a l  a s s i s t a n c e  u n d e r  PL 480 an d th e  Age nc y f o r  I n t e r n a t i o n a l  D ev elo p m en t a s  w e l l  a s  th e  i n d iv i d u a l  lo a n  p r o p o s a l s  o f  th e  I F I s  p r i o r  t o  a p p r o v a l  by  th e  r e s p e c t i v e  B o a rd s . The C h r i s to p h e r  G ro up a c t s  in  an  a d v is o r y  c a p a c i t y  to  th e  S e c r e t a r y  o f  th e  T r e a s u r y  c o n c e r n in g  IF I  l o a n s .
M em ber sh ip  in  th e  C h r i s to p h e r  G ro up i n c lu d e s  r e p r e s e n t a t i v e s  o f  th e  D e p a r tm e n ts  o f  S t a t e ,  T r e a s u r y ,  D e fe n s e , Co mm erc e an d A g r i c u l t u r e ,  an d o f  th e  N a t io n a l  S e c u r i t y  C o u n c il  s t a f f .  O th e r s  p r e s e n t  a s  a p p r o p r i a t e  f o r  c o n s i d e r a t i o n  an d d i s c u s s i o n s  a r e  r e p r e s e n t a t i v e s  o f  th e  E x p o r t- I m p o r t  B an k, O v e rse a s  P r i v a t e
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In v e s tm e n t  C o r p o r a t i o n ,  A gen cy  f o r  I n t e r n a t i o n a l  D ev e lo p m en t,  
an ti t h e  U .S . IF I  E x e c u ti v e  D i r e c t o r s  l o c a t e d  in  W ash in g to n ,
D .C . S t a t e  D e p a rtm e n t m em b ers h ip  i s  co m po se d o f  s e v e r a l  r e p r e s e n t a t i v e s ,  i n c lu d in g  th e  A s s i s t a n t  S e c r e t a r y  f o r  th e  
S t a t e  B u re au  o f  Human R ig h ts  an d H u m a n it a r ia n  A f f a i r s ,  th e  
r e g i o n a l  b u r e a u s  r e p r e s e n t i n g  t h e  c o u n t r i e s  w ho se  lo a n s  a re  
b e in g  c o n s id e r e d ,  S t a t e  P o l i c y  P l a n n in g ,  S t a t e  Eco no m ic  
B u re a u , an d th e  S t a t e  l e g a l  a d v i s o r .

W h il e  th e  C h r i s to p h e r  G ro up  m o n th ly  m e e t in g s  a r e  a t  th e  A s s i s t a n t  S e c r e t a r y  l e v e l ,  t h e r e  i s  a l s o  a w o rk in g  g ro u p  t h a t  
m e e ts  e v e r y  10 d a y s  t o  2 w eek s a t  th e  o f f i c e  d i r e c t o r  l e v e l .The w o rk in g  g ro u p  i s  co m pose d  o f  r e p r e s e n t a t i v e s  fr om  e a c h  o f  
th e  mem be r o r g a n i z a t i o n s  an d i t s  m e e t in g s  a r e  c o c h a i r e d  by 
r e p r e s e n t a t i v e s  o f  th e  S t a t e  Eco no m ic  B u re au  an d th e  o f f i c e  
o f  th e  D epu ty  S e c r e t a r y  o f  S t a t e .  On r a r e  o c c a s i o n s ,  due to  a f a s t - b r e a k i n g  s i t u a t i o n  o r  l a t e  a r r i v a l  o f  lo a n  d o c u m e n ta t io n , 
i t  h a s  b een  n e c e s s a r y  t o  c o n d u c t  te le p h o n e  m e e t in g s  o f  th e  
w o rk in g  g ro u p .

Th e w o rk in g  g ro u p  i s  r e s p o n s i b l e  f o r  r e v ie w in g  IF I  lo a n s  t o  be  p ro p o se d  a s  i d e n t i f i e d  in  th e  v a r io u s  p i p e l i n e  r e p o r t s  
o f  th e  I F I s  by  b r i e f ,  su m m ary d e s c r i p t i o n s .  T h ese  re v ie w s  
a r e  n o rm a ll y  p e rfo rm e d  a b o u t  o n e  m on th  p r i o r  to  th e  e x p e c te d  
d a t e  o f  p r e s e n t a t i o n  o f  t h e  lo a n s  t o  th e  r e s p e c t i v e  3 o a rd s  o f  
D i r e c t o r s .  At  t h i s  s t a g e  in  th e  p r o j e c t  c y c l e ,  t h e r e  i s  
l i t t l e  d o c u m e n ta t io n  a v a i l a b l e  to  th e  w o rk in g  g r o u p ,  o t h e r  th a n  th e  in te n d e d  b o r ro w in g  c o u n tr y  an d th e  g e n e r a l  n a tu r e  o f  
t h e  lo a n .  The w o rk in g  g ro u p  i s  a b le  w i th  t h i s  in f o r m a t io n  to  reco m men d a p p r o v a l  o f  lo a n s  t o  c o u n t r i e s  de em ed  to  be  w i th o u t  
huma n r i g h t s  p r o b le m s . L o an s d e s t i n e d  t o  c o u n t r i e s  de em ed  huma n r i g h t s  v i o l a t o r s  may h ave  t o  b e  r e f e r r e d  t o  th e  
C h r i s to p h e r  G ro up f o r  d i s c u s s i o n  o n c e  th e  c o m p le te  lo a n  
p a c k a g e  i s  a v a i l a b l e .

F o ll o w in g  i t s  c o n s i d e r a t i o n s ,  th e  w o rk in g  g ro u p  s e n d s  an  a g e n d a  to  th e  C h r i s t o p h e r  G ro up c o n ta in in g  d e s c r i p t i o n s  o f  
lo a n s  f o r  i t s  r e v ie w  an d re c o m m e n d a ti o n s . Th e a g en d a  i s  
d iv id e d  i n to  tw o s e c t i o n s — th e  f i r s t  c o n t a i n s  lo a n s  re co m 
m en de d f o r  a p p r o v a l  by  th e  w o rk in g  g r o u p , an d th e  se c o n d  
s e c t i o n  c o n ta i n s  t h o s e  lo a n s  r e q u i r i n g  f u r t h e r  d i s c u s s i o n  by 
th e  C h r i s to p h e r  G ro u p . The  C h r i s to p h e r  Gro up  may r a t i f y  th e  w o rk in g  g r o u p 's  re c o m m e n d a ti o n s  f o r  lo a n  a p p r o v a l s  o r  h o ld  
a d d i t i o n a l  d i s c u s s i o n s .

N o rm a ll y , th e  C h r i s to p h e r  G ro u p , a f t e r  r a t i f i c a t i o n  o f  th e  w o rk in g  g r o u p 's  re c o m m e n d a ti o n s  f o r  lo a n  a p p r o v a l s ,  i s  r e q u i r e d  
t o  d i s c u s s  6 to  10 p ro p o se d  l o a n s .  As in  th e  w o rk in g  g r o u p , t h e  c u r r e n t  s i t u a t i o n  w i th  r e s p e c t  t o  th e  b o rro w in g  c o u n t r i e s ' 
huma n r i g h t s  s t a t u s  i s  p r e s e n t e d  to  th e  C h r i s to p h e r  G ro up  by  
t h e  S t a t e  D e p art m en t B u re au  o f  Human R ig h ts  an d H u m a n it a r ia n  
A f f a i r s  an d th e  r e g io n a l  b u re a u  r e p r e s e n t i n g  th e  c o u n t r y
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a p p ly in g  f o r  th e  IF I  lo a n .  I t  wa s r e p o r te d  by v a r i o u s
o f f i c i a l s  in v o lv e d  in  th e  p r o c e s s  t h a t  th e  above tw o S t a t e  
D ep art m en t b u re a u s  te n d  to  h a v e  d i f f e r i n g  v ie w s  an d th e  
r e g i o n a l  b u re a u s  f r e q u e n t l y  f in d  th e m s e lv e s  c a s t  in  th e  r o l e  
o f  c o u n t r y  a d v o c a t e ,  w it h  th e  n e t  r e s u l t  b e in g  a b a la n c in g  o f  
o p in io n s  w it h  r e g a r d  to  th e  n a t u r e  o f  th e  human r i g h t s  
c o n d i t i o n s .

Th e S t a t e  D ep art m en t u s e s  s e v e r a l  s o u r c e s  o f  in fo r m a t io n  in  
a t te m p t in g  t o  d e te r m in e  th e  a c t u a l  huma n r i g h t s  c o n d i t i o n s  in  v a r io u s  c o u n t r i e s  in c lu d in g :

U .S . l e g a t i o n s  a b r o a d , w hos e r e s p o n s i b i l i t y  i t  i s  t o  r e p o r t  on  human r i g h t s  c o n d i t i o n s ;

U .S . D ep art m en t o f  S t a t e  e x p e r t s  in  th e  human r i g h t s  f i e l d ;

A m nes ty  I n t e r n a t i o n a l ;

I n t e r n a t i o n a l  C om m is si on  o f  J u r i s t s ;  and

U .S . I n t e l l i g e n c e  a g e n c i e s .

O b s e r v a t io n s  from  th e  a b o v e  s o u r c e s  a r e  n o t c o n s id e r e d  th e 
f i n a l  w o rd , b u t r a t h e r  th e  C h r is t o p h e r  G ro up m ak es  an in d e 
p e n d en t ju d gm en t a f t e r  r e v ie w in g  in fo r m a tio n  from  a l l  s o u r c e s .  
The  C h r is t o p h e r  G ro up h a s n e v e r  d e a l t  w it h  th e  U n it e d  N a ti o n s  
C om m is si on  on  Human R ig h ts  n o r  d o e s  i t  c o n s id e r  i t  a s  a u s e f u l  s o u r c e  o f  in fo r m a t io n  on  human r i g h t s  c o n d i t i o n s .

In  a r r i v i n g  a t  i t s  re c o m m en d a ti o n s, th e  C h r is t o p h e r  Gro up  
ta k e s  i n t o  c o n s i d e r a t i o n  r e c e n t  im p ro vem en ts  o r  d e t e r i o r a t i o n  
in  th e  human r i g h t s  c o n d i t i o n s  o f  th e  c o u n t r y  a p p ly in g  f o r  th e  
I F I  lo a n .  D e c is io n s  o f  th e  C h r is t o p h e r  G ro up a r e  a r r i v e d  a t  
b y  c o n s e n s u s  w h ic h  i s  d e te rm in e d  by  th e  C h air m an . T h e re  i s  
no  v o t in g  p r o c e d u r e  o r  r e c o r d in g  o f  th e  v a r i o u s  o p in io n s  t h a t  
a r e  e x p r e s s e d .  On o c c a s i o n ,  th e  C h r is t o p h e r  Gro up  Chai rm an  
h as h e ld  in  a b e y a n c e  th e  d e c i s i o n  on a lo a n  re com m en dati on  
and  s u b s e q u e n t ly  h a s  n o t i f i e d  th e  p a r t i c i p a n t s  a s  t o  th e  G r o u p 's  c o n s e n s u s .

T h e re  a r e  no .f o rm a l m in u te s  o f  th e  C h r is t o p h e r  Gro up  
m e e t in g s , th e  o n ly  r e c o r d  b e in g  th e  c o n c lu s io n s  r e a c h e d ,  i . e . ,  
th e  re com m en d ati o n  a s  t o  a p p r o v a l o r  d i s a p p r o v a l  a n d , i f  d i s 
a p p ro v e d , w h eth e r  th e  U .S . E x e c u t iv e  D i r e c t o r  sh o u ld  a b s t a in  
o r  v o te  "n o " and  w h e th e r  he sh o u ld  make a com me nt c o n c e r n in g  
h i s  v o t e .  F o ll o w in g  th e  C h r is t o p h e r  G ro up m e e t in g s , a memo
ran dum i s  p re p a re d  w it h in  T r e a s u r y  w h ic h  c o n t a in s  th e  f i n d i n g s  o f  th e  C h r is t o p h e r  G ro up c o n c e r n in g  e a c h  lo a n .  The S e c r e t a r y  
o f  th e  T r e a s u r y ,  a s  th e  U .S . G o v e rn o r to  th e  I F I s ,  i s  u l t i 
m a te ly  r e s p o n s i b l e  f o r  i n s t r u c t i n g  th e  U .S . E x e c u t iv e  D i r e c t o r s  
how to  v o te  on  p a r t i c u l a r  lo a n s  an d w h e th e r  to  mak e any com ment
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As  a p r a c t i c a l  m a t t e r ,  th e  i n s t r u c t i o n  i s  p a ss e d  t o  th e  U .S . E x e c u t iv e  D i r e c t o r s  by  OA SIA b a se d  on f i n d i n g s  o f  th e  C h r is t o p h e r  G ro u p on  human r i g h t s  q u e s t i o n s  an d o f  DCC on e c o n o n ic  o r o th e r  q u e s t i o n s ;  o n ly  in  th e  e x t r e m e ly  r a r e  c a s e s  t h a t  th e  U .S . 
E x e c u t iv e  D i r e c t o r  a p p e a ls  from  th e  i n s t r u c t i o n  g iv e n  hi m, 
d o e s  th e  S e c r e t a r y  be co me i n v o lv e d .

Th e C h r is t o p h e r  Gro up  h a s  b een  d e s c r i b e d  a s  a fo ru m fo r  
d e te r m in in g  how human r i g h t s  f o r e i g n  p o l i c y  c o n s i d e r a t i o n s  
s h o u ld  be  im p le m en te d . Th e G ro up lo o k s  f o r  m eth od s o f  im p le 
m e n ti n g  U .S . human r i g h t s  p o l i c y  th a t  w i l l  le a d  to  im pro vem en ts  
in  human r i g h t s  c o n d i t i o n s  in  b o rro w in g  c o u n t r i e s .

N e ith e r  th e  C h r is t o p h e r  Gro up nor  an y o t h e r  E x e c u t iv e  *Bra nc hy  a g e n c y  h a s  d e te rm in e d  w h ic h  c o u n t r i e s  h a v e  a c o n s i s t e n t  
p a t t e r n  o f  g r o s s  v i o l a t i o n s  o f  human r i g h t s .  Th e D epar tm ent 
o f  S t a t e  d o e s  n o t m a in ta in  a l i s t  o f  c o u n t r i e s  t h a t  a re  
c o n s id e r e d  to  be  human r i g h t s  v i o l a t o r s  b u t ,  in  o r d e r  tor e t a i n  f l e x i b i l i t y  in  U .S . human r i g h t s  p o l i c y ,  ju d g e s  th e  *huma n r i g h t s  c o n d i t i o n s  an d d e v e lo p m e n ts  in  v a r i o u s  c o u n t r i e s  
up on  th e  c u r r e n t  s i t u a t i o n  a t  any g iv e n  p o in t  in  t im e .

In a d d i t io n  to  n o t m a in ta in in g  an y human r i g h t s  v i o l a t o r  
l i s t i n g ,  n e i t h e r  th e  D ep art m en t o f  S t a t e  n or th e  C h r is t o p h e r  
G ro up h as d e v e lo p e d  a s ta n d a r d  o f  human r i g h t s  b e h a v io r  and 
t h e r e  a r e  no  g u i d e l i n e s  f o r  g a u g in g  a c c e p t a b le  human r i g h t s  
c o n d i t i o n s .  F u r t h e r ,  t h e r e  i s  no  c r i t e r i a  by w h ic h  can  be 
ju d g e d  th e  e x t e n t  a p r o j e c t  m e e ts  b a s i c  human n ee d s so  as to  o u tw e ig h  th e  u n a c c e p ta b le  huma n r i g h t s  r e c o r d  o f  a c o u n t r y .
As a r e s u l t  o f  th e  l a c k  o f  c l e a r  c r i t e r i a  o r  g u i d e l i n e s  on 
th e  j o i n t  q u e s t io n s  o f  d e g r e e  o f  human r i g h t s  v i o l a t i o n s  and 
th e  m e e ti n g  o f  b a s i c  human n e e d s  o f  a p ro p o sed  p r o j e c t ,  a T r e a s u r y  o f f i c i a l  o b s e r v e d  t h a t  th e  U n it e d  S t a t e s  i s  "m ud dli n g 
th ro u g h "  in  an i n c o n s i s t e n t  p a t t e r n  in  m e e ti n g  th e  l e g i s l a t i v e  
r e q u ir e m e n ts .

Th e S t a t e  D ep art m en t i s  c o n c e rn e d  t h a t  i t  may g e t  in t o  a 
p o s i t i o n  wher e i t  l o s e s  i t s  f l e x i b i l i t y  in  a p p ly in g  human 
r i g h t s  c o n s i d e r a t i o n s .  I t  i s  th e  a p p l i c a t i o n  o f  t h i s  f l e x i 
b i l i t y  t h a t  i s  v ie w e d  by  T r e a s u r y  o f f i c i a l s  and  b y th e  I F I s  a s  
a l a c k  o f  c o n s i s t e n c y  in  a p p ly in g  human r i g h t s  c o n s i d e r a t i o n s  t o  lo a n s  o f  d i f f e r e n t  c o u n t r i e s .  The C h r is t o p h e r  Gro up  has  
d e te rm in e d  th a t  th e  w o rd in g  o f  PL 9 5 -1 1 8  d o e s n o t  r e q u i r e  th e  U .S . E x e c u t iv e  D i r e c t o r  t o  v o te  in  f a v o r  o f  a lo a n  b e c a u se  i t  
m e e ts  b a s i c  human n ee d s when a g r o s s  human r i g h t s  v i o l a t o r  i s  in v o lv e d ;  he  may be  i n s t r u c t e d  t o  v o t e  n e g a t i v e l y  s o l e l y  on 
th e  b a s i s  o f  th e  human r i g h t s  v i o l a t i o n s .  T h u s, a U .S .
E x e c u t iv e  D ir e c t o r  may be  i n s t r u c t e d  to  o p p o se  a lo a n  to  a
human r i g h t s  v i o l a t o r  w h ic h  m e e ts  b a s i c  human n e e d s  an d on th e  A)same d a y  t o  v o t e  t o  a p p ro v e  a lo a n  to  a n o th e r  ( l e s s e r ? )  human 
r i g h t s  v i o l a t o r  w h ic h  h a s no e le m e n t o f  m e e ti n g  b a s i c  human 
n e e d s . Th e a p p a r e n t  c a p r i c i o u s n e s s  o f  su ch  a c t i o n s  has

a
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r e s u l t e d  in  c r i t i c i s m s  o f  th e  U .S . p o s i t i o n  by  o t h e r  E x e c u ti v e  D i r e c t o r s  o f  th e  I F I s .

C . Im p le m e n ta t io n  o f  Human
R ig h ts  P o l i c y  in  th e  I F I s

F o ll o w in g  th e  C h r i s to p h e r  G r o u p 's  d e l i b e r a t i o n s  o v e r  p ro s p e c t i v e  I F I  lo a n s  an d i t s  s u b s e q u e n t  re c o m m e n d a ti o n s , i t  i s  T r e a s u r y 's  r e s p o n s i b i l i t y  t o  i n s t r u c t  th e  U .S . E x e c u ti v e  D i r e c t o r s  how t o  v o t e  on e a c h  l o a n .  In v o lv e d  in  th e  im p le m e n ta t io n  o f  th e  U n it e d  S t a t e s  hu man  r i g h t s  p o l i c y  in  th e  I F I s  i s  th e  d a n g e r  o f  p o l i t i c i z a t i o n  o f  th e  I F I s .  Eac h o f  th e  IF I  c h a r t e r s  p r o h i b i t s  c o n s i d e r a t i o n  o f  p o l i t i c a l  i s s u e s  in  th e  a p p r o v a l  o f  l o a n s .  Th e U n it e d  S t a t e s  i n t e r p r e t s  t h i s  p r o s c r i p t i o n  to  mean t h a t  th e  s t a f f  an d o f f i c i a l s  o f  th e  b a n k s  a r e  n o t  t o  d i s c r i m i n a t e  on p o l i t i c a l  g ro u n d s  b u t  t h a t  th e  E x e c u t iv e  D i r e c t o r s ,  a s  sp okesm en f o r  th e  v a r io u s  me mb er g o v e rn m e n ts , can  ta k e  p o l i t i c a l  f a c t o r s  i n t o  c o n s i d e r a t i o n .Th e U .S . p o s i t i o n  in  th e  b a n k s  h a s  been  t o  d o w npla y  th e  p o l i t i c a l  a s p e c t  o f  th e  huma n r i g h t s  q u e s t io n  an d a p p ro a c h  i t  a s  i n s e p a r a b l e  fr om  th e  p r i n c i p l e  o f  e x te n d in g  econom ic  d e v e lo p m e n t t o  a l l  s e g m e n ts  o f  a c o u n t r y 's  p o p u l a t i o n .

E f f o r t s  to  r e d i r e c t  o r  a l t e r  p r e s e n t  IF I  c h a r t e r  p r o v i s i o n s ,  w h ic h  w ould  r e s u l t  in  u s in g  o t h e r  th a n  econom ic  
c r i t e r i a  to  e v a l u a t e  p r o j e c t s  and  p o t e n t i a l  lo a n s  an d t o  a p p ly  p o l i t i c a l  ju d g m e n ts , w ould  r e q u i r e  f u n c t i o n s  an d p r o c e d u r e s  c u r r e n t l y  bey ond  th e  I F I s '  c o m p e te n c e . In  a d d i t i o n ,  c h a n g e s  o f  su c h  n a tu r e  w ou ld  th e n  r e q u i r e  a g r e e m en t o f  a m a j o r i t y  o f  me mb er c o u n t r i e s  a s  t o  w hat c o n s t i t u t e s  a c c e p t a b le  hu man  r i g h t s  c o n d i t i o n s  g e n e r a l l y  an d by who se  j u d i c i a l  s t a n d a r d s  t h a t  s h o u ld  be  ju d g e d , a s  w e l l  a s  p r o v id in g  s p e c i f i c  c r i t e r i a  an d e x c e p t i o n s  t h e r e t o  w hic h b ank  m an agem ent c o u ld  u se  to  p r e p a r e  l o a n s .  To d a t e ,  th e  U .S . E x e c u ti v e  B ra n ch  a c t i n g  a lo n e  h a s  b een  u n a b le  t o  d e v is e  c r i t e r i a  an d g u i d e l i n e s  by w h ic h  su c h  ju d g m e n ts  can  r e a d i l y  be  fo rm ed .

Th e E x e c u ti v e  B ra n c h , in  a p p ro a c h in g  way s and  m ea ns t o  p ro p o se  am en dm en t t o  th e  IF J c h a r t e r s  t o  ac co m m odat e huma n r i g h t s  c o n s i d e r a t i o n s ,  i s  a p p r e h e n s iv e  o f  o p e n in g  a " P a n d o r a 's  box" o f  o t h e r  mem be r c o u n t r i e s  th e n  u s in g  th e  o p p o r t u n i t y  to  i n j e c t  o t h e r  p o l i t i c a l  c o n s i d e r a t i o n s  i n t o  c h a r t e r  am en dm en ts  t h a t  w ould  be  c o n t r a r y  t o  U .S . i n t e r e s t s .  For  e x a m p le , in  
p r i o r  y e a r s ,  r e p r e s e n t a t i v e s  o f  A ra b  mem ber c o u n t r i e s  on  th e  W or ld  Bank B oa rd  h av e  a t te m p te d  t o  b lo c k  l o a n s  t o  I s r a e l  w hic h  th e  U .S . E x e c u ti v e  D i r e c t o r  q u i c k l y  h e lp e d  d e f e a t  a s  c o n s t i t u t i n g  an  e f f o r t  t o  i n j e c t  p o l i t i c a l  c o n s i d e r a t i o n s  i n t o  IF I le n d in g  r a t h e r  th a n  a d h e r in g  to  econom ic  g ro u n d s  a s  r e q u i r e d  by  th e  c h a r t e r .
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W it h  r e s p e c t  t o  t h e  U .S .  p o s i t i o n  t h a t  hu m an  r i g h t s  
q u e s t i o n s  a r e  c l o s e l y  l i n k e d  t o  e c o n o m ic  c o n s i d e r a t i o n s ,  t h e  
W o rld  B ank in  r e c e n t  y e a r s  h a s  r e f u s e d  t o  p r o c e s s  l o a n s  t o  
b o t h  U g an d a  an d  C a m b o d ia  b a s e d  o n  a l a c k  o f  c o n f i d e n c e  b y  t h e  
B ank  i n  t h e  o v e r a l l  p o l i c i e s  o f  t h e s e  tw o c o u n t r i e s  an d  t h e  
w ay  t h e i r  c i t i z e n s  a r e  t r e a t e d .  The  W o rl d  B an k c o n c lu d e d  
t h a t  t h e  s i t u a t i o n  in  t h e s e  c o u n t r i e s  w as  s o  e x t r e m e  t h a t  i t  
a f f e c t e d  t h e  e c o n o m ic  v i a b i l i t y  o f  t h e i r  d e v e lo p m e n t .

G e n e r a l l y ,  i t  i s  t h e  p o s i t i o n  o f  m a n a g e m e n t o f f i c i a l s  
o f  t h e  I F I s  t h a t ,  i f  hu m an  r i g h t s  a r e  a s e r i o u s  p r o b le m  in  a 
p a r t i c u l a r  c o u n t r y ,  t h e  p l i g h t  o f  t h e  n e e d y  i s  o n l y  com pounded  
b y  r e f u s i n g  t o  a s s i s t  i n  t h e  c o u n t r y ’ s  d e v e lo p m e n t .  The  I F I s  
a l s o  f e e l  t h a t  b y  m a k in g  a l o a n  t h e y  a r e  n o t  e n d o r s i n g  th e  
p o l i t i c a l  p o l i c i e s  o f  t h e  g o v e r n m e n t  an d  a l l  m em b ers  a r e  a w a re  
t h a t  t h e  l o a n s  m ad e a r e  b a s e d  p u r e l y  on  e c o n o m ic  c o n s i d e r a t i o n s .

T he I F I  m a n a g e m e n ts  e c h o e d  t h e  s e n t i m e n t s  o f  m an y U .S . 
o f f i c i a l s  m  d r a w in g  a t t e n t i o n  t o  t h e  a p p a r e n t  i n c o n s i s t e n c i e s  
o f  t h e  U .S . hu m an  r i g h t s  p o l i c i e s .  On e I F I  o f f i c i a l  co m m en te d  
t h a t  i t  i s  f a r  fr o m  c l e a r  t h a t  t h e  U n i t e d  S t a t e s  a c t u a l l y  w a n ts  
t o  d e f e a t  l o a n s  b u t  r a t h e r  a p p e a r s  t o  w a n t t o  s e n d  m e s s a g e s  
f ro m  t im e  t o  t i n e  t o  p a r t i c u l a r  g o v e r n m e n ts  u s i n g  t h e  I F I s  
a s  a fo ru m  t o  d o  s o .

S in c e  e n a c tm e n t  o f  PL 9 5 - 1 1 8 ,  t h e  U n i te d  S t a t e s  h a s  
o p p o s e d  45  l o a n s  t o  14 c o u n t r i e s  on  hu m an  r i g h t s  g r o u n d s ,  
w h i l e  a p p r o v in g  35  l o a n s  t o  t h e  sa m e c o u n t r i e s  b e c a u s e  (1 )  
t h e y  m e t b a s i c  hu m an  n e e d s ,  (2 )  hu m an  r i g h t s  c o n d i t i o n s  had  
im p ro v e d  t e m p o r a r i l y ,  o r  ( 3 )  t h e  c a u s e  o f  hu m an  r i g h t s  w as  
d eem ed  t o  b e  s e r v e d  m o re  e f f e c t i v e l y  b y  a n o t h e r  c o u r s e  o f  
a c t i o n .  The  f o l l o w in g  s c h e d u l e  s u m m a r iz e s  U n i te d  S t a t e s  I F I  
v o t i n g ,  c o n c e r n i n g  t h o s e  c o u n t r i e s  c o n s i d e r e d  t o  b e  hu man  
r i g h t s  v i o l a t o r s  a t  t h e  t im e  o f  t h e  l o a n  p r o p o s a l s ,  d u r i n g  
t h e  p e r i o d  O c to b e r  3 , 1 9 7 7 , t o  D ecem b er 3 1 , 1 9 7 8 :

L end  i n g  
I n s t i t u t i o n

V o te s  C a s t By  U .S .  E x e c u t i v e D i r e c t o r
A p p r o v a l A b s t e n t i o n "Mo" T o t a

• 21 13 3 37W o rl d  B an k ———————

___  7 1 12 20I D 3 -----------------------------

4 6 6 16ADB — ———

-  -  3 2 2 7Af D ; ---------------------------

T o t a l  V o te s  ----- —  - 35 22 23 80
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T a b le  13 t h a t  f o l l o w s  l i s t s  th e  14  c o u n t r i e s  t o  w h ic h  th e  
U n it e d  S t a t e s  h a s o p p o se d  lo a n s  on  human r i g h t s  g ro u n d s  from  
O c to b e r  3 , 1 9 7 7 , t o  D ec em be r 3 1 ,  1 9 7 8 . T h is  t a b l e  i n c lu d e s  
a l l  lo a n s  made by  I F I s  to  t h e s e  c o u n t r i e s  d u r in g  t h a t  p e r io d  
and  th e  n a t u r e  o f  th e  U .S . v o t e  on  e a c h  lo a n .  Th e l i s t i n g  
d o e s  n o t in c lu d e  th o s e  c o u n t r i e s  w it h  human r i g h t s  p ro b le m s 
f o r  w h ic h  th e  C h r is t o p h e r  G ro up  may  h a v e  c o n s id e r e d  lo a n  
p r o p o s a ls  b u t d id  n o t recomm end o p p o s in g  d u r in g  th e  a f o r e 
m e n ti o n e d  p e r i o d .  The t a b l e  i s  s e t  f o r t h  on th e  f o l lo w in q  
p a g e s :

v

If
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Ta bl e 13

Co un try IF I Loan Date P ro je c t U.S. Vot e

Arg en tin a IDB 10 /27/77 Gas P ip e li ne Ko
IDB 11 /3 /77 Water Sup ply Approved
IDB 11 /3 /77 Water  Sup ply Approved

» IDB 12 /1 /77 C ellu lo se So•• IDB 12 /8 /77 P etr ochen ic a ls No■1 IBRD 2/ 21 /78 Gra in  S il o s Absta ine d
ipc 3/ 24 /7 8 Cement P la n t Ab sta ine d« IFC 4/ 25 /78 Pu lp  and Pa pe r P la n t Ab sta ine d
IBRD 5/9 /7 8 A g ri cu lt u ra l C re dit Aos ta m ed•• IFC 5/ 30 /78 Poly et hel en e P la n t Ab sta ine d
IDB 12/14/7 8 Power Ab sta ine d

C entr a l A fr ic an  Empire AfDF 10 /20/7 7 Ed uc at ion Absta ine d
AfDF 11 /23/77 He al th Approved«• AfDF 8/ 24 /78 Roads Approved
IDA 9/ 5/ 78 Highway Approved

C hile IDB 12 /8 /77 Roads So•• IDB 3/ 2/ 78 Water and Sewerage So•• IDB 3/ 2/ 78 Water and Sewerage So
» IDB 11 /9 /78 In dust r ia l/T Our  i sn

IDB 11 /9 /78 A gri cu lt u re So

El Sa lv ad or IDB 11 /3 /77 E le c tr ic  Power Approved•• IDB 11 /3 /77 E le c tr ic  Power Approved•• IDB 12 /8 /77 Ed ucation Approved•* IBRD 5/ 18 /78 In d u s tr ia l and Ag ri
c u lt u ra l  T ra in in g

Approve.:

IBRD 5/ 18 /7 8 Telecommun ic a t  ions Ab sta ined

D g u it o ri a l Gui nea AfDF 11 /22/78 Cocoa R e h ab il it a ti o n So

Guinea AfDF 11 /23/77 Kenaf Pr od uc tio n Ab sta ine d
IDA 9/ 12 /78 Ed ucat ion Approved

Korea ADB 10 /31 /77 Roads Approved•• ADB 10 /31 /77 Asam Bay Power Ab sta ine d•• ADB 12/20/7 7 Re gio na l Water Sup ply Approved
» ADB 12/22/7 7 Mine ral  E xplo ra tion Aos ta med•• IBRD 12 /22/7 7 A gri culture Approved•• IBRD 12 /27/7 7 Medium In dust ry  Bank Approved•• IBRD 3/7 /7 8 E le c tr if ic a ti o n Ttoproved

ADB 3/16 /78 Korean Deve lopment
Bank

Approve.:

IBRD 3/ 30 /78 R ai lroa ds Approved
IBRD 5/ 23 /78 Korean Development

Bank
Approved

IFC 5/ 23 /7 8 Korean Development 
Fina nce C or po ra tio n

Approved

IBRD 12 /5 /73 Korean De ve lopren t 
Fina nce Cor po ra tio n

Approved

IBRD 12 /14/7 8 Roads Approved
(Con t’d nex t page)
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Count ry IFI Loan Date P ro je c t U.S. Vo te
Lao, PDR AD3 10 /24/78 Fore st ry No

ADB 12 /22/78 Ru ra l E le c t r i f ic a ti o n Ab sta ined
Mozambique AfDF 2/ 10 /78 I r r ig a t io n  Study NO
Parag uay IDB 11 /3 /77 Ru ra l Water Sup ply Approved

••
IDB
IBRD

11 /10/77
12 /13/77

Ru ra l Development
Ru ra l Water Supply

Approved
ApprovedIBRD 3/ 7/7 8 Highways NOIDB 3/23 /78 Highways NoIDB 5/ 25 /78 Power NO

P h il ip p in es ADB 11 /29/7 7 P h il ip p in e  De vel - Ab sta ined
opment Bank

ADB 12 /9 /77 Hydropower Ab sta ined
IBRD 12 /22/77 Sm all  Tree Farming ApprovedIBRD 1/31 /78 P ri v a te  Development Approved

2/ 28 /78
Cor po ra tio n

IBRD Ir r ig a t io n ApprovedIBRD 3/21 /78 Ed uc at ion ApprovedIBRD 4/4 /7 8 Rur al  E le c tr if ic a ti o n ApprovedIDA 4/ 11 /78 Rur al  In f ra s tr u c tu re ApprovedIBRD 4/ 25 /78 P ri v a te  Inve stm en t Ab sta ined
Fund

ADB 5/ 11 /73 I r r ig a ti o n ApprovedIBRD 5/11 /78 M ul tip ur po se  Dan ApprovedIBRD 5/18 /78 P h il ip p in e  De vel - Absta iner]
opment Bank

IFC 6/ 27 /78 Sh ipy ard Ab sta inedIBRD 7/ 25 /7 8 Ma nil a Water Sup ply ApprovedADB 10 /24/78 Coa l Mine Tec hn ical Ab sta ined
A ss is ta nce

IBRD 11 /7 /78 A gri cu lt u ra l Approved
Uruguay IDB 12 /21/77 Water Sup ply NoIDB 12 /21/77 Roads NoIBRD 6/13 /78 Voc at io na l T ra in in g Approved

ir c 9/ 21 /7 8 Acod ike Ab sta ined
Vietnam IDA 8/8 /7 8 I r r ig a t io n No★ADB 8/8 /7 8 Ho Chi Minh Power No* ADB 10 /19/78 Go Cong I r r ig a ti o n No★ADS 10 /19/78 Bin Dinh I r r ig a ti o n No★ADB 10 /19/78 Tan An I r r ig a t io n No★ADB 10 /24/7 8 Water Supply No
Yemen, PDR IDA 2/ 14 /78 A gri cu lt u re NoIDA 6/ 13 /7 8 Power Ab sta inedIDA 6/ 29 /7 8 Water  Sup ply Ab sta inedIDA 12 /14/78 Ed ucation Ab sta ined

* R eac ti va ti on  o f  old lo an s which re quir ed  Board ap pro val .
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Tho ugh th e  u s u a l p ro c e d u re  a t  Board  m e e ti n g s  on  lo a n  
p ro p o s a ls  i s  to  s i g n i f y  a p p ro v a l o f  th e  lo a n  by an no un ce d 
c o n s e n s u s , when an E x e c u t iv e  D i r e c to r  d e s ir e s  h is  v o te  re c o rd e d  
f o r m a l ly ,  i t  i s  done. As ha s be en  p o in te d  o u t  e a r l i e r  in  th e  
r e p o r t ,  o p p o s i t io n  by any E x e c u t iv e  D ir e c to r  in  an y o f  th e  
I F I s ,  in  th e  fo rm  o f  a b s te n t io n  o r  a n e g a t iv e  v o te ,  ha s n e ve r 
r e s u l te d  in  fo rm a l d is a p p ro v a l o f  a lo a n  p ro p o s e d . A s id e  fr om  
th e  b ro a d e r  q u e s t io n  o f  s e e k in g  some e f f e c t i v e  accom m odation 
to  th e  im p le m e n ta ti o n  o f  U .S . p o l i c y  on  human r i g h t s ,  th e  
p r a c t i c a l  e f f e c t  o f  in d iv id u a l  U .S . o p p o s i t io n  upon p r e s e n ta t io n  
o f  I F I  lo a n s  to  E x e c u ti v e  D ir e c to r s  ap p ea rs  to  be v i r t u a l l y  n i l .
In  FSO lo a n s  a t  th e  ID B , in  w h ic h  th e  U n it e d  S ta te s  has a v e to ,
th e  v e to  po wer  ha s n o t  be en  us ed  f o r  human r ig h t s  c o n s id e ra t io n s
o r  o th e r  re a s o n s . H ow ever,  a p r a c t i c a l  r e s u l t  in  FSO lo a n  *p ro p o s a ls  a p p a re n t ly  has be en  to  ca use  manag em en t to  p re s e n t
lo a n  p ro p o s a ls  f o r  c o u n t r ie s  w it h  q u e s t io n a b le  human r ig h t s
p r a c t ic e s  as  o r d in a r y  c a p i t a l  lo a n s  r a th e r  th a n  FSO lo a n s .

In  r e v ie w in g  m in u te s  o f  B oard  m e e ti n g s  a t  a l l  o f  th e  I F I s ,  *
no  im p re s s io n  ca n be  g a in e d  t h a t  th e  ca use  o f  human r ig h t s  
i s  b e in g  adva nced in  th e  o p p o s i t io n  exp re sse d  by  th e  U .S . 
r e p r e s e n ta t iv e .  The U .S . E x e c u t iv e  D ir e c to r s  a re  c h id e d  by 
b o th  man ag em en t and  o th e r  E x e c u ti v e  D ir e c to r s  f o r  a t te m p t in g  
to  i n t e r j e c t  U n it e d  S ta te s  p o l i t i c a l  c o n s id e ra t io n s  c u r r e n t ly  
in  vo gu e in  p u r s u i t  o f  i t s  fo r e ig n  p o l ic y  o b je c t iv e s .  As a 
r e s u l t ,  th e  U .S . E x e c u t iv e  D i r e c t o r  a t  on e IF I  has base d h is  
s ta te d  o p p o s i t io n  (p u rs u a n t to  in s t r u c t io n s  to  a b s ta in  o r  v o te  
n e g a t iv e ly )  up on  g ro u n d s  o th e r  th a n  human r ig h t s  c o n s id e r 
a t io n s — he has adopte d  a p ro c e d u re  o f  p r i v a t e  d is c u s s io n s  
w it h  th e  r e p r e s e n ta t iv e  o f  th e  c o u n tr y  s e e k in g  th e  lo a n  
c o n c e rn in g  im pro vem ent o f  hum an r i g h t s  c o n d i t io n s ,  r a th e r  
th a n  e n d u re  th e  c e n s u re  a s s o c ia te d  w it h  e x p re s s in g  su ch  
v ie w s  o p e n ly  a t  th e  Board  m e e ti n g s . I f  on e o f  o u r p u rp o s e s  
is  to  se nd  mes sa ge s to  o th e r  g o ve rn m e n ts  by n o t in g  o p p o s i t io n  
t o  lo a n s  on  human r ig h t s  g ro u n d s , th e  fo re g o in g  p r a c t ic e  does 
n o t  c o n s t i t u t e  an e x t r a o r d in a r i l y  s t ro n g  m es sa ge.

A t th e  same t im e ,  how e ve r,  s u p p o r t  by some o th e r  g o ve rn m en ts  
o f  th e  U .S . p o s i t io n  on  human r i g h t s  i s  e v id e n t  in  r e v ie w in g  
m in u te s  o f  th e  Board  m e e ti n g s . Su ch  s u p p o r t  has n o t  be en  
s u f f i c i e n t l y  w id e sp re a d  among th e  members  to  r e s u l t  in  th e  
d is a p p ro v a l o f  any lo a n  n o r i s  th e re  e v id e n c e  o f  an y g ro u n d s w e ll  
o f  o p in io n  m ovin g  to w a rd  such a r e s u l t .  On o c c a s io n s ,  o th e r  
g o ve rn m e n ts  ha ve  in s t r u c te d  th e  E x e c u ti v e  D ir e c to r  r e p re s e n t in g  
t h e i r  c o u n tr y  to  r e g is t e r  o p p o s i t io n  to  a p a r t i c u la r  lo a n  on  
human r ig h t s  g ro u n d s . When th e re  i s  an a p p a re n t la c k  o f  
ag re em en t on  th e  p a r t  o f  s e v e ra l gove rn m e n ts  re p re s e n te d  by 
one  E x e c u t iv e  D i r e c t o r ,  a d i f f i c u l t y  i s  p re s e n te d  in  c a s t in g  
th e  v o te .  F or exa m p le , in  on e lo a n  p ro p o s a l in  w h ic h  on e *E x e c u t iv e  D ir e c to r  re p re s e n te d  a c o n s t it u e n c y  in c lu d in g  fo u r  
g o ve rn m e n ts  t h a t  s u p p li e d  an in s t r u c t i o n — one gove rn m e n t 
fa v o re d  v o t in g  n e g a t iv e ly ,  tw o  o th e r s  we re  in  fa v o r  o f

162



185

a b s ta in in g ,  an d a f o u r t h  fa v o re d  a p p ro v a l— th e  E x e c u t iv e  D ir e c t o r  r e s o lv e d  h is  v o te  by  a b s ta in in g .

As in d ic a te d  in  T a b le  13 , th e  f i r s t  in s ta n c e  o f  U .S . o p p o s i t io n  to  a p ro posed  lo a n  a t  th e  W orld  Bank ba se d on  human r i g h t s  g ro u n d s  o c c u rre d  on  a p r o je c t  f o r  th e  P e o p le s  D e m o c ra ti c  R e p u b li c  o f  Yemen (S o u th  Yemen) on  F e b ru a ry  14 ,1973, o v e r  4 m onth s a f t e r  passage o f  PL 9 5 -1 1 3 . The tw o o th e r  "n o "  v o te s  c a s t  in  th e  W orld  Ba nk  by  th e  U .S . r e p re s e n ta t iv e  a f t e r  th e  S ou th  Yemen v o te  in v o lv e d  a lo a n  to  P ara guay and on e to  V ie tn a m . The  p ro posed  lo a n  to  S outh  Yemen was an  a g r ic u l t u r e  lo a n  w h ic h  in c lu d e d  b a s ic  human needs  e le m e n ts  and was th e  f i r s t  lo a n  to  S outh  Yemen s in c e. b e fo re  19 77.  A s e n io r  o f f i c i a l  in v o lv e d  in  im p le m e n ti n gU .S . human r ig h t s  p o l ic y  a d v is e d  t h a t  th e  C h r is to p h e r  G ro u p 's  d e c is io n  to  recomm end a "n o "  v o te  on  th e  S outh  Yemen lo a n  r e s u lt e d  fr om  a te le p h o n e  m e e ti n g  o f  th e  C h r is to p h e r  G ro up , s in c e  th e  C hairm an was  o u t  o f  town when th e  d e c is io n  was
v  needed. The e x p la n a t io n  o f  th e  "n o "  v o te  i s  t h a t ,  w h il eb a s ic  human needs were  in v o lv e d ,  th e  U n it e d  S ta te s  does n o t  have  d ip lo m a t ic  r e l a t io n s  w it h  S ou th  Yemen and th e r e fo r e  i t  i s  d i f f i c u l t  t o  co n ve y  nuances o r  se nd  d ip lo m a t ic  s ig n a ls  to  i t s  g o ve rn m e n t c o n c e rn in g  th e  s e r io u s  human r ig h t s  p ro b le m s  in  S o u th  Yeme n. A n o th e r s e n io r  o f f i c i a l  a d v is e d  t h a t  th e  S outh  Yemen "n o "  v o te  r e s u l t e d ,  a t  le a s t  in  p a r t ,  fr om  human r ig h t s  a d v o c a te s  in  th e  S ta te  D ep a rt m e n t h o p in g  to  " s c o re  p o l i t i c a l  p o in t s "  w i th  th e  C ongre ss d u r in g  h e a r in g s  w h ic h  were  a b o u t to  comm ence.

As show n in  T a b le  2 e a r ly  in  th e  r e p o r t  r e f l e c t i n g  cum ula t i v e  IP I  le n d in g  t o  99 LD Cs , v i r t u a l l y  a l l  c o u n t r ie s  w h ic h  have  be en  ch a rg e d  as  human r i g h t s  v io la t o r s  by  v a r io u s  a u th o r i t i e s  hav e be en  r e c ip ie n t s  o f  I F I  le n d in g .  M o re o ve r,  th e  m ost r e c e n t  p ip e l in e  r e p o r t s  o f  th e  IF I s  show  t h a t ,  o th e r  th a n  se ven c o u n t r ie s  w h ic h  ha ve  g ra d u a te d  fr om  I F I  le n d in g  (R e p u b li c  o f  C h in a , Gab on , I r a q ,  I s r a e l ,  M a lt a ,  S p a in , and V e n e z u e la ) ,  a l l  o f  th e s e  LDCs e x c e p t Ug an da  c u r r e n t ly  have  lo a n  p ro p o s a ls  in  v a r io u s  s ta g e s  o f  p ro c e s s in g  to w a rd  n e g o t ia t io n  and  a p p ro v a l w i t h in  on e o r  mor e o f  th e  I F I s .  A l l  o f  th e  14 c o u n t r ie s  to  w h ic h  th e  U .S . r e p r e s e n ta t iv e s  in  th e  IF I s  have  r e g is te r e d  d is a p p ro v a l on  human r ig h t s  g ro u n d s  ha ve  a d d i t io n a l  lo a n s  b e in g  p ro ce sse d  fo rw a rd  in  th e  I F I  p ip e l in e s .  W it h  th e  p o s s ib le  e x c e p t io n  o f  C h i le ,  no ne  o f  th e  14 ha ve  be en  o p e n ly  c h a ra c te r iz e d  as g ro s s  and c o n s is te n t  v io la t o r s  o f  human r i g h t s  in  c o n n e c t io n  w it h  o p p o s i t io n  t o  lo a n s  re c o rd e d — as  p o in te d  o u t ,  th e  S ta te  D e p a rt m e n t and C h r is to p h e r  G ro up es ch ew  such  c h a r a c t e r iz a t io n  as  in c o n s is te n t  w it h  t h e i r  p o l i c y  o f  f l e x i b i l i t y  in  a p p ro a c h in g  th e  human r ig h t s  q u e s t io n  on  many f r o n t s  and in  many fo ru m s . The e f fe c t iv e n e s s  o f  p r a c t ic e s”  ad o p te d  by th e  E x e c u t iv e  B ra nch  in  th e  us e o f  th e  I F I s  as  one
su ch  fo ru m  is  m ost d u b io u s .
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V I I I .  ASSISTANCE TO THE POOR

F o r o v e r  30 y e a r s  no w,  many c o u n t r i e s  have b e n e f i t e d  fr om  
s i g n i f i c a n t  am oun ts  o f  m oder n  b i l a t e r a l  an d m u l t i l a t e r a l  f i n a n c i a l  an d t e c h n i c a l  a s s i s t a n c e  f o r  d e v e lo p m e n t p u r p o s e s .P r o g r e s s  h a s  been  ma de  in  a c c e l e r a t i n g  econom ic  an d s o c i a l  d e v e lo p m e n t b u t  t h a t  p r o g r e s s  h a s  n o t  b een  s u f f i c i e n t l y  g r e a t ,  o r  s u f f i c i e n t l y  c o n t in u in g  in  n a t u r e ,  to  m ee t th e  n e e d s  o f  
m o st  o f  th e  d e v e lo p in g  n a t i o n s .

On e p a r t i c u l a r l y  s lo w -m o v in g , d i f f i c u l t  d e v e lo p m e n t a r e a  i s  th e  p l i g h t  o f  th e  p o o r . D e s p i te  s u b s t a n t i a l  e x t e r n a l  
a s s i s t a n c e  an d i n t e r n a l  e f f o r t s ,  a lm o s t 80 0 m i l l i o n  p e o p le  s t i l l  l i v e  in  a b s o l u te  p o v e r ty — a b o u t 40  p e r c e n t  o f  th e  d e v e lo p in g  w o r l d 's  t o t a l  p o p u l a t i o n .  D i s t r i b u t i o n  o f  la n d  
an d in co m e p a s s  by  t h i s  lo w e r  40  p e r c e n t  w it h  th e  r e s u l t  t h a t  th e y  n e i t h e r  c o n t r i b u t e  to  eco n o m ic  g ro w th  n o r  s h a r e  in  i t s  b e n e f i t s  to  an y s i g n i f i c a n t  e x t e n t .  R e g a r d le s s  o f  th e  r e a s o n s ,  *
p o v e r ty  i s  s t i l l  th e  l a r g e s t  an d m ost  e l u s i v e  p ro b le m  o f  th e  d e v e lo p in g  w o r ld , an d th e  p ro p h e c y  t h a t  we s h a l l  h av e  th e  
p o o r  w it h  us a lw ay s  h a s  b e en  f u l f i l l e d  f o r  2 ,0 0 0  y e a r s .

In  r e c e n t  y e a r s ,  d e v e lo p m e n t p la n n in g  h as  u n d e rg o n e  
c o n s i d e r a b l e  ch an g e  in  e m p h a s is  in  s t r a t e g y  an d a p p ro a c h  t o  b e t t e r  m ee t th e  p o v e r ty  i s s u e .  Th e p r e s e n t  e m p h a s is  i s  on  " n e w - s ty le "  p r o j e c t s  in  a m a jo r  e f f o r t  t o  re a c h  th e  p o o r  mor e d i r e c t l y .  T hes e  new  p r o j e c t s  c o n c e n t r a t e  on  im p ro v em en ts  in  fu n d a m e n ta l th in g s  l i k e  fo od p r o d u c t io n ,  em p lo y m en t,  in com e, h e a l t h ,  s h e l t e r ,  r u r a l  d e v e lo p m e n t , an d g e n e r a l  huma n r e s o u r c e  d e v e lo p m e n t , in  an  e f f o r t  t o  m or e e f f e c t i v e l y  m ee t th e  b a s i c  
huma n n e e d s  o f  th e  p o o r .

W it h in  th e  I F I s  t h e r e  a r e  d i f f e r i n g  v ie w s  an d c o n c e r n s  a s  to  w h a t a r e  th e  b e s t  s t r a t e g i e s ,  m e th o d s , an d m ix e s  o f  d e v e l opm en t a s s i s t a n c e  t o  a l l e v i a t e  m a s s iv e  p o v e r ty .  Th e b ro a d  c o n c e p ts  an d i s s u e s  a r e  c o n t i n u a l l y  b e in g  d i s c u s s e d ,  w e ig h ed , an d r e f i n e d  a s  th e  I F I s  s e e k  th e  b e s t  a p p ro a c h e s  t o  v a ry in g  
s i t u a t i o n s .

A. L en d in g  D i r e c t io n s

O v er th e  p a s t  5 y e a r s ,  th e  I F I s  h av e  ma de  an  e a r n e s t  
e f f o r t  t o  d i r e c t  an  i n c r e a s i n g l y  l a r g e r  s h a r e  o f  t h e i r  le n d in g  to w a rd  r e a c h in g  th e  p o o r e s t  p e o p le  in  th e  d e v e lo p in g  c o u n t r i e s  an d im p ro v in g  t h e i r  p r o d u c t i v i t y  an d in co m e l e v e l s .  Ho we ver 
co m m en dab le  su ch  i n i t i a t i v e s  may h av e  b e e n , much re m a in s  to  be  d o n e . Th e IBRD P r e s i d e n t  in  S e p te m b e r 1978  p o in te d  o u t  t h a t  
ev en  i f  th e  p r o j e c te d  an d o p t i m i s t i c  g ro w th  r a t e s  in  th e  \d e v e lo p in g  w o rl d  a re  a c h i e v e d ,  some  600 m i l l i o n  i n d i v i d u a l s  
a t  th e  en d o f  th e  c e n tu r y  w i l l  re m a in  t r a p p e d  in  a b s o lu te  p o v e r ty ,  a c o n d i t i o n  o f  l i f e  so  c h a r a c t e r i z e d  by  m a l n u t r i t i o n ,
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i l l i t e r a c y ,  d is e a s e ,  h ig h  in f a n t  m o r t a l i t y ,  and lo w  l i f e  
e x p e c ta n c y  as  to  be  b e n ea th  any re a s o n a b le  d e f i n i t i o n  o f  hum an d e c e n c y .

Th e I n v e s t ig a t i v e  S t a f f  re v ie w e d  an ab und ance  o f  e v id e n c e  r e f l e c t i n g  a c le a r  aw are ness w i t h in  th e  IF Is  o f  th e  p l i g h t  o f  th e  p o o r ,  as  w e l l  as  e f f o r t s  to  s h i f t  t h e i r  le n d in g  n o t o n ly  to w a rd  th e  p o o re r  d e v e lo p in g  c o u n t r ie s  b u t  a ls o  to w a rd  re a c h in g  th e  p o o r e le m e n ts  in  a l l  o f  th e  LD Cs . The  e v id e n c e  is  c le a r  in s o fa r  as  th e  e f f o r t s  th a t  have  be en  made a re  c o n c e rn e d — i t  i s  m ix ed  w it h  r e s p e c t  to  r e s u l t s  o b ta in e d .

In c lu d e d  among th e  ch ange d d i r e c t io n s  in  le n d in g  in  r e c e n t  j  y e a rs  a re :

(1 )  C hang in g  th e  s e c to r a l c o m p o s it io n  o f  le n d in g  to  d e v o te  more to w a rd  th o s e  s e c to rs  w h ic h  a d d re ss  b a s ic  human needs , e . g . ,  a g r i c u l t u r e ,  r u r a l  d e v e lo p m e n t,  u rb ant  d e v e lo p m e n t,  h e a l t h ,  p o p u la t io n ,  w a te r and sew era ge ,lo w - c o s t  h o u s in g  and e d u c a t io n ;

(2 )  D e s ig n in g  p r o je c t s  so  as  to  in c re a s e  p a r t i c ip a t io n
o f  lo w - in c o m e  g ro u p s  to  make them  more p ro d u c t iv e  and r e q u i r e  a c t iv e  in v o lv e m e n t in  th e  d e ve lo pm e n t p ro c e s s ;

(3 )  C hang in g  th e  em phasis  o f  th e  mor e t r a d i t i o n a l  p r o je c t s  to  a s s u re  t h e i r  im p a c t i s  sh a re d  by th e  r u r a l  and 
u rb an  p o o r as  w e ll  as  to  enhance  th e  p r o d u c t iv i t y  o f  s m a ll  in d u s t r ie s ;  and

(4 ) U t i l i z i n g  IF I  le n d in g  as  le v e ra g e  to  in c re a s e  a s s is ta n c e  by lo c a l  c o s t  f in a n c in g  o f  b o rro w e r  c o u n t r ie s  and  by  
o th e r  b i l a t e r a l  d o n o rs  to  d i r e c t  more re s o u rc e s  to w a rd  th e  n e w -s ty le  p r o je c t s .

The  I F I s ,  le d  by th e  W orld  B ank,  be ga n a s h a ro  in c re a s e  in  le n d in g  f o r  fo o d  p ro d u c t io n ,  a g r i c u l t u r e ,  and r u r a l  d e ve lo p m e n t in  th e  e a r ly  1 9 7 0 ’ s ,  and su ch  le n d in g  is  c o n t in u in g  to  in c re a s e .  In  FY 1978, th e  W orld  Bank a p p ro ve d  88 p r o je c t s  in  a g r ic u l t u r e  and r u r a l  d e v e lo p m e n t t o t a l l i n g  $ 3 .3  b i l l i o n — a 42 p e rc e n t in c re a s e  in  th e  am ou nt  o f  su ch  le n d in g  o v e r th e  p re v io u s  y e a r .Of i t s  t o t a l  a g r ic u l t u r e  and r u r a l  d e ve lo p m e n t le n c ir . c ,  53 p e rc e n t was f o r  r u r a l  d e ve lo pm e n t p r o je c t s  in  w h ic h  i t  is  e x p e c te d  t h a t  some 7 .2  m i l l i o n  r u r a l  f a m i l ie s  w i l l  d i r e c t l y  b e n e f i t .  Of  t h a t  num ber,  some 67 p e rc e n t  a re  e s t im a te d  to  ha ve  in com es b e lo w  th e  a b s o lu te  o r  r e l a t i v e  p o v e r ty  le v e l  f o r  t h e i r  r e s p e c t iv e  c o u n t r ie s .

IDB le n d in g  f o r  a g r ic u l t u r e  and o th e r  a s p e c ts  o f  r u r a l  econom ic  d e v e lo p m e n t in  1977 ($ 617 m i l l i o n )  ro se  t o  p e rc e n t o f  t o t a l  le n d in g  co mpa re d to  29 p e rc e n t  in  1973.  ID 3 ' s ‘ s e c to r a l  g o a ls  f o r  i t s  le n d in g  p ro gra m  f o r  th e  1979-8 2  p e r io d  sho w

165



188

a l l o c a t i o n  o f  4 0 -5 0  p e r c e n t  o f  t o t a l  l e n d in g  f o r  th e  r u r a l  
an d u rb a n  d e v e lo p m e n t s e c t o r s .

ADB t r i p l e d  i t s  a g r i c u l t u r a l  le n d in g  from  1973  to  1976  
to  a t o t a l  o f  $2 00  m i l l i o n  w h ic h , in  1976 , r e p r e s e n t e d  26 
p e r c e n t  o f  i t s  t o t a l  l e n d in g .  In  1 9 7 8 , a g r i c u l t u r e  an d a g ro 
in d u s t r y  w i l l  a c c o u n t f o r  29 p e r c e n t  o f  AD B's t o t a l  l e n d in g ;  
i t s  p r o j e c t e d  le n d in g  f o r  19 79  sh ow s t h a t  th e  a g r i c u l t u r e  and 
a g r o - i n d u s t r y  s e c t o r  w i l l  i n c r e a s e  t o  33 p e r c e n t .

Th e A fD F 's  le n d in g  c r i t e r i a  f a v o r s  th e  p o o r e s t  la n d lo c k e d  
c o u n t r i e s  an d th o s e  h a v in g  a p e r - c a p i t a  in co m e u n d e r  $2 00  
r e c e iv e  a b s o l u t e  p r i o r i t y  in  r e s o u r c e  a l l o c a t i o n .  In  1 9 7 5 ,
59 p e r c e n t  o f  A fD F 's  l e n d in g  w en t t o  th e s e  c o u n t r i e s ;  t h e i r  
s h a r e  r o s e  to  64 p e r c e n t  in  1 9 7 7 . L oan s d i r e c t l y  b e n e f i t i n g  
th e  p o o r e s t  c l a s s e s  a c c o u n te d  f o r  a p p r o x im a te ly  60 p e r c e n t  
o f  A fD F 's  le n d in g  volu m e in  1977 .

W h il e  i t  i s  e v id e n t  t h a t  t h e  I F I s  a r e  m ak in g a d e l i b e r a t e  
e f f o r t  to  c h a n n e l a l a r g e r  s h a r e  o f  t h e i r  r e s o u r c e s  t o  p r o j e c t s  
a im ed  a t  b e n e f i t i n g  th e  p o o r , t h e r e  a r e  i n h e r e n t  p ro b le m s  in  
i d e n t i f y i n g  an d t a i l o r i n g  s p e c i f i c  p r o j e c t s  t h a t  a r e  a p p ro 
p r i a t e  an d t h a t  w i l l  a c t u a l l y  b e n e f i t  th e  p o o r in  th e  b o rro w e r  
c o u n t r i e s .  The v a ry in g  eco n o m ic  an d s o c i a l  c h a r a c t e r i s t i c s  
o f  t h e  c o u n t r i e s  c o m p l ic a te  th e  I F I s '  t a s k s  in  d e s ig n in g  an d 
im o le m e n ti n g  th e  n e w - s ty le  p r o j e c t s  t h a t  a r e  in te n d e d  to  
a c h ie v e  a c c e p t a b le  r a t e s  o f  e co n o m ic  g ro w th  an d a t  th e  sam e 
ti m e  a l l e v i a t e  o p p r e s s iv e  c o n d i t i o n s  o f  p o v e r ty .  Su ch  e f f o r t s  
h ave  t o  be  v ie w ed  in  th e  c o n te x t  t h a t  (1 ) th e  c o u n t r i e s  
in v o lv e d  a r e  th e  p o o r e s t  o f  th e  d e v e lo p in g  c o u n t r i e s ,  (2 )  th e  
q u a l i t y  o f  t h e i r  n a t u r a l  an d hu man  r e s o u r c e s  i s  p o o r an d 
m e a su re s  t o  im pro ve th em  have b e en  n e g l e c t e d ,  (3 ) t h e i r  r e c e n t  
eco n o m ic  g ro w th  h a s  b e en  s lo w , (4 ) s e r v i c e s  an d w e a l th  a r e  
g e n e r a l l y  c o n c e n t r a t e d  in  u rb a n  a r e a s ,  w h i le  th e  m a j o r i t y  o f  
th e  p e o p le  in  th e  c o u n t r i e s  a r e  r u r a l ,  (5 ) t h e r e  i s  v i r t u a l l y  
an  a b s e n c e  o f  p o p u la t i o n  p la n n in g  in  m ost  o f  th e  c o u n t r i e s ,  
an d (6 ) t h e  la c k  o f  i n s t i t u t i o n a l  c a p a b i l i t y  in  a d m in i s t e r i n g  
th e  p r o j e c t s  s e v e r e l y  l i m i t s  th e  a b s o r p t iv e  c a p a c i t i e s  o f  many 
LDCs.

Tho ugh t h e r e  i s  s u b s t a n t i a l  e v id e n c e  among th e  I F I s  o f  
th e  m an ner in  w hic h  l e n d in g  r e s o u r c e s  have b een  r e d i r e c t e d  
an d o f  th e  in te n d e d  g o a l s  an d o b j e c t i v e s  to w ard  w hic h  p r o j e c t s  
a r e  d e s ig n e d  to  r e a c h  p o v e r t y - s t r i c k e n  t a r g e t s ,  t h e r e  i s  no 
l a r g e  body o f  e v id e n c e  o f  t e s u l t s .  The v a s t  m a j o r i t y  o f  th e  
n e w - s ty le  p r o j e c t s  i n i t i a t e d  d u r in g  th e  l a s t  5 y e a r s  a r e  s t i l l  
u n d e r im p le m e n ta ti o n  an d h av e  b een  th e  o n e s  t h a t  m ost  f r e q u e n t ly  
s u f f e r  fr om  im p le m e n ta t io n  d e l a y s .  T h u s , th e  p o s t - e v a l u a t i o n  
p r o c e s s  o f  an y l a r g e  se g m en t o f  t h e s e  p r o j e c t s  o r  w i th in  an y 
s e c t o r  h a s  n o t  r e a l l y  b eg u n — a s  e a r l i e r  p o in te d  o u t ,  c u r r e n t  
s u p e r v i s i o n  r e p o r t s  o f  o n g o in g  p r o j e c t s  w er e n o t a v a i l a b l e  
t o  t h e  I n v e s t i g a t i v e  S t a f f  f o r  r e v ie w . F u r t h e r ,  ma ny  o f  th e
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n e w -s ty le  p r o je c t s ,  such as  th o s e  in  p o p u la t io n ,  n u t r i t i o n ,  r u r a l  and u rb a n  d e v e lo p m e n t,  e t c . ,  a re  d e s ig n e d  to  g e n e ra te  p ro g re s s iv e  im p ro vem en ts  o v e r  a r e l a t i v e l y  lo n g  p e r io d  w i t h in  th e  fr am e w o rk  o f  b ro a d  econom ic  d e v e lo p m e n t o f  th e  c o u n tr y  so t h a t  i t  w i l l  be some w h il e  b e fo re  e v a lu a to r s  ca n t r u l y  come to  g r ip s  w it h  th e  t o t a l  e f f e c t  o f  o f f e r in g  new h o r iz o n s  f o r  th e  p o o r w i t h in  a c o u n t r y ,  r e g io n ,  o r  s e c to r .

B . V i s i t s  to  P r o je c ts  D i r e c te d  To war d  t he Poo r

Of th e  11 c o u n t r ie s  v i s i t e d  by  th e  I n v e s t ig a t iv e  S t a f f ,5 were  lo w - in c o m e  c o u n t r ie s  an d 6 m id d le - in c o m e  c o u n t r ie s  (a s
j  in d ic a te d  on  T a b le  2 e a r l i e r  in  th e  r e p o r t ) ;  8 o f  th e  11 o u a l i -f ie d  f o r  s o f t  le n d in g .  O f th e  p r o je c t s  s e le c te d  f o r  v i s i t  fro. -,  re v ie w  o f  h e a d q u a r te rs  d o cu m e n ts , 36 w ere  e i t h e r  d e s ig n e d  p r im a r i l y  t o  b e n e f i t  th e  p o o re s t  p e o p le  o f  th e  c o u n tr y  o r  

c o n ta in e d  s u b s t a n t ia l  segm ents  a l le g e d ly  so  d i r e c te d .  T he re< w e re , o f  c o u rs e ,  i n d i r e c t  b e n e f i t s  to  h e lp  th e  poo r in v o lv e d
in  th e  o th e r  30 p r o je c t s ,  su ch  as jo b  c r e a t io n  and t r a n s p o r t .  N o t re p e a te d  h e re  a re  th e  e a r l i e r  commen ts in  th e  r e p o r t "  on  
some o f  th e  v i s i t e d  p r o je c t s  d e s c r ib in g  th e  use o f  re s o u rc e s  f o r  o v e r-d e s ig n e d  c o n s t r u c t io n  o r  f o r  e x c e s s iv e  c a p i t a l  
in v e s tm e n t t h a t  m ig h t b e t t e r  hav e be en  us ed  f o r  more  d i r e c t  a s s is ta n c e  to  b a s ic  human needs. Many o f  th e  p r o je c t s  s e le c te d  f o r  v i s i t  be ga n m or e th a n  5 y e a rs  ago  and th u s ,  w h il e  o ro v id in g  an am ple p e r io d  f o r  im p le m e n ta t io n ,  had t h e i r  g e n e s is  p r i o r  to  th e  em phas is  up on  n e w -s ty le  p r o je c t s  t h a t  was i n s t i t u t e d  in  la t e  1973. A c c o r d in g ly ,  a nu mbe r had  no  d i r e c t  em phasis  up on  a id in g  th e  p o o r and o th e r s  were  fo ll o w - o n  p r o je c t s  w it h  e f f o r t s  to  r e d i r e c t  em phasis  to w a rd  th e  p o o r w h ic h  had n o t be en  a p r im a ry  o b je c t  o f  th e  o r i g i n a l  p r o je c t .

In  g e n e r a l,  th e  36 p r o je c t s  w h ic h  were  d e s ig n e d  m a in ly  to  a s s is t  th e  p o o r o r  had s u b s ta n t ia l  se gm ents  so  d e s ig n e d  were  b e in g  d i l i g e n t l y  p u rs u e d  by  lo c a l  p r o je c t  man agers  and s t a f f  to w a rd  th e  o b je c t iv e s  s e t ,  and th e  f a i l u r e s  e n c o u n te re d  in  m e e ti n g  o b je c t iv e s ,  o f t e n  r e s u l t in g  in  a r e d u c t io n  o f  g o a ls  
o r i g i n a l l y  a p p ra is e d ,  w ere  o u tw e ig h e d  by  th e  a c co m p li sh m e n ts  b e in g  a c h ie v e d . S e t f o r t h  h e r e in a f t e r  a re  b r i e f  s k e tc h e s  o f  
r e p r e s e n ta t iv e  p r o je c t s  v i s i t e d  i l l u s t r a t i n g  b o th  e f f e c t i v e  and fl a w e d  p r o je c t  d e s ig n  and  im p le m e n ta t io n  d ir e c te d  to w a rd  a s s is ta n c e . to  th e  p o o r .

(1 ) A p r o je c t  in v o lv in g  th re e  s u c c e s s iv e  lo a n s  f o r  l i v e 
s to c k  and a g r ic u l t u r e  c r e d i t  in  a p o o r L a t in  A m eri can  
c o u n tr y  was e xam in ed . The th re e  lo a n s  w ere  n e g o t ia te d  by  IDA in  1970, 1973, and 197 6 in  th e  am ounts  o f  S2.6J m i l l i o n ,  $ 6 .6  m i l l i o n ,  and $14 m i l l i o n ,  r e s p e c t iv e ly .7  The f i r s t  lo a n  was f o r  ra n c h  and b re e d in g  s to c k
im p ro v e m e n ts ; th e  se co nd f o r  s im i la r  p u rp o se s  p lu s  
c o n s t r u c t io n  o f  m u n ic ip a l a b a t t o i r s ;  and  th e  t h i r d  
f o r  c a t t l e  ra n c h  im p ro ve m e n ts , r e h a b i l i t a t i o n  o f  an
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a g r a r i a n  re fo rm  c o - o p e r a t i v e  s e t t l e m e n t ,  and  d e v e l 
op m en t o f  s m a ll  a g r o - i n d u s t r i a l  e n t e r p r i s e s ,  c o v e r in g
r i c e  an d s u g a rc a n e  d e v e lo p m e n t a s  w e l l  a s c a t t l e .
A l l  had t e c h n i c a l  a s s i s t a n c e  p r o v i s i o n s .  The f i r s t
lo a n  was  f u l l y  d is b u r s e d  in  19 7 4 ; th e  seco n d  and
t h i r d  w er e in  p r o g r e s s  a t  th e  ti m e o f  th e  I n v e s t i 
g a t i v e  S t a f f ' s  v i s i t .  D u ri n g  th e  seco n d  lo a n ,  a g r a r ia n
re fo rm  was  i n s t i t u t e d  an d $1  m i l l i o n  o f  th e  lo a n  wa s
re pro gr am m ed  to  b e g in  th e  r e h a b i l i t a t i o n  o f  a ban an a
c o - o p e r a t i v e  s e t t l e m e n t — n o t i c e  to  th e  E x e c u t iv e
D i r e c t o r s  o f  t h i s  re p ro gra m m in g was  b y  an " i f  no
o b j e c t i o n "  mem orandum fr om  th e  P r e s i d e n t .

wTh e p o s t - e v a l u a t i o n  r e p o r t  o f  th e  f i r s t  lo a n  in c o r 
p o r a te d  f i n d i n g s  o f  a s t u d y  by  a c o n s u l t a n t  r e t a in e d
b y th e  W or ld  Ban k t o  r e v ie w  th e  p r o j e c t  and  t h i s
p o s t - e v a l u a t i o n  r e p o r t  su b m it te d  to  th e  E x e c u t iv e
D i r e c t o r s  s t a t e d  t h a t  th e  c o n s u l t a n t 's  r e p o r t  was  1a v a i l a b l e — when r e q u e s te d  by th e  I n v e s t i g a t i v e  S t a f f ,  
i t  wa s d e n ie d  on  th e  p re m is e  t h a t  w h ile  a v a i l a b l e  to  
an E x e c u t iv e  D i r e c t o r  f o r  h i s  own u s e , i t  c o u ld  n o t 
b e  s u p p li e d  f o r  r e l e a s e  to  a r e p r e s e n t a t i v e  o f  th e  
U .S . C o n g r e s s . I t  was  o b v i o u s ly  q u i t e  c r i t i c a l ,  
b a se d  on  th e  f i n d i n g s  su m m ar iz ed  in  th e  fo rm a l p o s t 
e v a l u a t i o n  r e p o r t ;  n a m e ly , ( 1 )  th e  numb er o f  r a n c h e r s  
re a c h e d  am ou nt ed  to  o n ly  58 p e r c e n t  o f  th e  numb er 
o r i g i n a l l y  p la n n e d ; (2 ) 73  p e r c e n t  o f  th e  r a n c h e r s  
w ere  a b s e n te e  o w n ers  an d ha d o t h e r  s o u r c e s  o f  c r e d i t ;
(3 ) a n im al man ag em en t b y  th e  su b b o r ro w e r s  d e p a r te d  
s i g n i f i c a n t l y  fr om  m eth od s s e t  f o r t h  in  th e  a p p r a i s a l  
r e p o r t ;  (4 ) s i z e  o f  r a n c h e s  a id e d  and  s i z e  o f  lo a n s  
made w ere  s u b s t a n t i a l l y  g r e a t e r  (a lm o s t  d o u b le )  th an  
a n t i c i p a t e d  in  th e  p r o j e c t  a p p r a i s a l ;  (5 ) t a r g e t s  
s e l e c t e d  f o r  a s s i s t a n c e  w ere  th e  o p p o s it e  o f  th o s e  
in v o lv e d  in  th e  a g r a r ia n  re fo rm  mo veme nt  w it h  th e  
r e s u l t  t h a t  th e  W or ld  Ban k be ca m e i d e n t i f i e d  a s  in  
o p p o s i t io n  to  a g r a r ia n  re fo r m ; an d (6 ) th e  p r o j e c t  
d i r e c t o r  wa s a fo rm er e x e c u t i v e  o f  th e  c a t t l e m e n 's  
a s s o c  i a t  i o n .

D es k o f f i c e r s  a t  th e  W or ld  Ba nk  and p r o j e c t  s t a f f  
p e r s o n n e l in  th e  c o u n t r y  b e l i e v e d  th e  p o s t - e v a l u a t i o n  
r e p o r t  to  h ave  been  u n f a i r  b e c a u s e  th e  c o n s u l t a n t  
s t u d y  (on w h ic h  th e  p o s t - e v a l u a t i o n  r e p o r t  wa s b a se d )  
was  p erf orm ed  by  on e who  d id  n o t r e a l l y  u n d e rsta n d  
th e  c a t t l e  b u s in e s s  in  th e  c o u n t r y  and b e c a u se  th e  
f i r s t  lo a n  was  made in  19 70  b e f o r e  W or ld  Bank e m p h a s is  
was  p la c e d  up on  r e a c h in g  th e  p o o r .

Th e I n v e s t i g a t i v e  S t a f f  r e v ie w e d  th e  t h r e e  p r o j e c t s  
w it h  th e  p r o j e c t  p e r s o n n e l a t  th e  b o rro w in g  e n t i t y ,  
i t s  r e g i o n a l  o f f i c e s ,  th e  p a r t i c i p a t i n g  co m m ercia l
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b a n k s , an d v i s i t e d  s u b b o r ro w e rs  ( r a n c h e r s  an d 
c o - o p e r a t i v e s ) .  Th e l o c a l  g o v e rn m e n t o n le n d s  th e  IF I  
lo a n  t o  th e  C e n t r a l  Ban k a t  2 p e r c e n t ;  th e  C e n t r a l  
Ba nk  o n le n d s  t o  p a r t i c i p a t i n g  c o m m e rc ia l b a n k s  a t  6 
p e r c e n t ;  and  th e  c o m m e rc ia l b a n k s  o n le n d  to  r a n c h e r s  
an d c o - o p e r a t i v e s  a t  11 p e r c e n t  (9  p e r c e n t  u n d e r  f i r s t  
an d se c o n d  p r o j e c t s ) .  A u d i t in g  a r ra n g e m e n ts  a r e  t h a t  
in  r e g u l a r  b ank  e x a m in a t io n s ,  t h e  g o v e rn m e n t e x a m in e rs  
w i l l  a f f o r d  s p e c i a l  a t t e n t i o n  t o  th e  p o r t f o l i o  o f  
lo a n s  u n d e r  th e  p r o j e c t .

Th e p r e s e n t  p r o j e c t  m an ag er ( o r i g i n a l  one r e p l a c e d ) ,  
who  was  m o st c o o p e r a t i v e  an d k n o w le d g e a b le , s u p p l i e d  
d a t a  from  a n a l y s i s  o f  r e c o r d s  m a in ta in e d  to  show  
s u b b o r ro w e r  p r o f i l e s  u n d e r  th e  t h r e e  p r o j e c t s ,  a s  
f o l l o w s :

F ir s t
P ro je c t

Second
P ro je c t

Th ird  
P ro je c t 

(t hus fa r)
Farm er lo an s;

Number o f lo an s pr oc es se d — 78 283 17Tot al  amount o f lo an s 
pro ce ss ed  (m il li ons) ------- $ 3.3 $ 7. 1 $ 1.0Average amount o f lo an s ------ $ 42,326 $ 25,177 $ 59,318Far me rs w ith  le s s  than  50 
h e c ta re s  --------------------------- 2 33 2Farmers w ith ov er  150 
h e c ta re s  --------------------------- 62 154 9Average  n e t wo rth  a t  time 
o f lo an  a p p li c a ti o n  --------- $182,000 $ 99,00 0 $105,000Annual g ro ss  income pe r 
most re ce n t re p o rt  ----------- $ 31 ,600 $ 14,300

no t
av a il ab le

C o-o per at iv e Loans:
Number o f  lo an s pr oc es se d — 0 8 4T ota l amount o f lo an s

pr oc es se d (m il li ons) -------- 0 $ 1.2 $ 2. 2Average amount o f lo an s ------ 0 $155,000 $21 8,000

Of th e  r u r a l  p o o r  in  th e  c o u n t r y ,  60 p e r c e n t  h ave  p e r -  
c a p i t a  in co m e l e s s  th a n  $ 1 0 0 , o f  w h ic h  h a l f  a r e  l e s s  
th a n  $ 6 0 . L o ca l o f f i c i a l s  p o i n t  o u t  th e y  h av e  b een  
u n a b le  to  d e v i s e  any  p ro g ra m  to  r e a c h  su c h  p e o p le  an d 
t h a t  i n s t a n t  p r o j e c t s  w ere  n o t d e s ig n e d  f o r  an d c a n n o t  
r e a c h  th e  r u r a l  p o o r  who a r e  l a n d l e s s  o r  e x i s t i n g  
on one o r  tw o h e c t a r e s .  Th e s u b b o r ro w e rs  v i s i t e d  w ere  
r e l a t i v e l y  p r o s p e r o u s  r a n c h e r s  w i th  w e ll -m a n a g e d  fa rm s 
who ha d i n c r e a s e d  b e e f  o r  d a i r y  p r o d u c t io n  m a rk e d ly
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th ro u g h  th e  lo a n s  und er  th e  p r o j e c t ,  a s  w e l l  a s 
i n c r e a s i n g  t h e i r  own fa rm  em p lo ym en t,  f r e q u e n t ly  
b y  50 p e r c e n t .  Th e p r o j e c t s  h a v e  m a t e r i a l l y  
a s s i s t e d  in  r a i s i n g  b e e f  an d m ilk  p r o d u c t io n  in  th e  
c o u n t r y 's  c a t t l e  i n d u s t r y .  Th e c o m m ercia l b a n k s, 
o f  c o u r s e ,  o n le n d  o n ly  t o  f a r m e r s , r a n c h e r s ,  and 
c o - o p e r a t i v e s  who can  e s t a b l i s h  t h e i r  c r e d i t w o r t h i n e s s .  
Th e fa r m e r s  v i s i t e d  w ere  u t i l i z i n g  th e  lo a n  p ro c e e d s  
f o r  th e  p u rp o s e s  f o r  w h ic h  made ( f e n c i n g ,  p a s tu r e  
im p ro vem en t,  b r e e d in g  c a t t l e ,  e t c . ) .  B as ed  on 
r e g i o n a l  m a n a g e rs ' r e c o r d s ,  o n ly  some 2 to  3 p e r c e n t  
o f  th e  lo a n s  h ave  been  u n f a v o r a b le — e i t h e r  f a i l u r e  
t o  f o l l o w  fa rm  p la n s  o r  f a i l u r e  to  r e p a y .

Th e c o - o p e r a t i v e  v i s i t e d  o p e r a te d  a 5 ,0 0 0 - a c r e  ban an a 
p l a n t a t i o n  w it h  m em ber sh ip  o f  1 ,3 0 0  f a m i l i e s  ( l a r g e l y  
th e  fo rm er e m p lo y e e s  o f  S ta n d a rd  F r u i t  Com pany w hic h 
o p e r a te d  th e  p l a n t a t i o n  b e f o r e  th e  la n d  in v a s io n  
a ccom p an yin g  a g r a r ia n  r e f o r m ) .  T h ere  h ave  be en  
d r a m a t ic  p r o d u c t io n  i n c r e a s e s  an d th e  p r o j e c t  m an ag er  
b e l i e v e s  t h a t  a f t e r  th e  7 - y e a r  lo a n  i s  p a id ,  th e  
mem be rs  o f  th e  c o - o p e r a t i v e  w i l l  be co me r e l a t i v e l y  
w e a l t h y .

An o f f i c e r  o f  on e o f  th e  p a r t i c i p a t i n g  co m m ercia l 
b a n k s  c o n f i d e n t i a l l y  a d v is e d  t h a t  th ou gh  he p e r s o n a l l y  
kn ow s o f  no c o r r u p t  p r a c t i c e s  in v o lv e d  in  th e  p r o j e c t  l e n d i n g ,  c o r r u p t io n  i s  ra m pant th ro u g h o u t th e  c o u n tr y  
and c o u ld  w e l l  e x i s t  in  I F I  p r o j e c t s .  A p ro b le m  h i s  
ban k h a s e n c o u n te re d  in  th e  s u b le n d in g  i s  th e  u se  o f  
lo a n  p r o c e e d s  f o r  p u r p o s e s  o t h e r  th an  in te n d e d . He 
a l s o  a d v is e d  t h a t  th e  r u l i n g  mem be rs o f  th e  c o - o p e r a t i v e  
o p e r a t in g  th e  ban an a p l a n t a t i o n  and  p r o b a b ly  th e  g o v e r n 
m e n ta l o f f i c i a l s  o v e r s e e in g  th e  o p e r a t io n  w i l l  e n r ic h  
th e m s e lv e s  from  th e  p r o f i t s  w it h  th e  o r d in a r y  w o rk e rs  
n o t r e a l l y  b e n e f i t i n g  fr om  th e  p r o f i t s .  W it h  th e  
p o o r  g ro w in g  p o o r e r  an d IF I  le n d in g  n e v e r  r e a l l y  
r e a c h in g  th em , he  b e l i e v e s  th e  c o u n tr y  i s  t r e n d in g  
to w ard  r e v o l u t i o n .

(2 ) The  I n v e s t i g a t i v e  S t a f f  v i s i t e d  a r u r a l  d e v e lo p m e n t 
p r o j e c t  in  a n o th e r  L a t in  A m eri can  c o u n tr y  w h ic h  wa s 
b e in g  f in a n c e d  l a r g e l y  b y  an  IBRD lo a n  o f  $ 9 .5  m i l l i o n .  Th e p r o j e c t ’ s t o t a l  c o s t  i s  $ 1 2 .8  m i l l i o n  and  h a s th e  
o b j e c t i v e  o f  r a i s i n g  th e  s ta n d a r d  o f  l i v i n g  o f  su b 
s i s t e n c e  fa r m e r s — th o s e  w it h  an  a v e r a g e  o f  s i x  h e c t a r e s  
an d th e  m a j o r i t y  o f  whom a r e  among th e  p o o r e s t  20 
p e r c e n t  o f  th e  p o p u la t io n  w it h in  d e s ig n a te d  a r e a s  o f  
tw o p r o v in c e s — th ro u g h  h ig h e r  in co me and  im pro ve d 
h e a l t h  c o n d i t i o n s .  I t s  main t h r u s t  i s  to  i n c r e a s e  
p r o d u c t i v i t y  o f  4, 000 fa r m e r s  and to  p r o v id e  i n f r a 
s t r u c t u r e  and  s o c i a l  s e r v i c e s  fo r  a l l  o f  th e  10 ,0 00
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r u r a l  f a m i l i e s  l i v i n g  in  th e  p r o j e c t  a r e a .  In  te rm s  
o f  t o t a l  p e o p le  e x p e c te d  t o  b e n e f i t  fr om  th e  p r o j e c t ,  
a b o u t  6 0 ,0 0 0  p e r s o n s  s t a n d  to  b e n e f i t  fr om  th e  ro a d  
im p ro v e m e n ts ; 4 8 ,0 0 0  fr om  h e a l t h ,  p o t a b l e  w a te r ,  an d 
w a s te  f a c i l i t i e s ;  an d 2 4 ,0 0 0  fr om  o n - fa rm  in v e s tm e n ts  
an d w o rk in g  c a p i t a l .

Th e p r o j e c t  was  th e  f i r s t  c o m p re h e n s iv e  e f f o r t  to  su b 
s t a n t i a l l y  im p ro v e  t r a d i t i o n a l  p a t t e r n s  o f  s u b s i s t e n c e  
c r o p  and  l i v e s t o c k  p r o d u c t io n  among  th e  s m a ll  f a rm e rs  
in  th e  a r e a  an d i t  was  e x p e c te d  t o  a c h ie v e  p o s i t i v e  
r e s u l t s .  A lt h o u g h  th e  p r o j e c t  was  in  t h e  e a r l y  p h a s e s  
o f  im p le m e n ta t io n  a t  th e  ti m e  o f  t h e  I n v e s t i g a t i v e

*  S t a f f ' s  v i s i t ,  i t  was  e n c o u n te r in g  som e d e la y  in
d i s b u r s e m e n t s  d ue  t o  p ro b le m s  a s s o c i a t e d  w i th  th e  
i r r i g a t i o n  p h a s e  an d f u l l  a c c e p ta n c e  by t h e  fa rm e rs  
t h e m s e lv e s .  O n - s i t e  v i s i t s  to  tw o fa rm s  d i s c lo s e d  
t h a t  fu n d s  b o rr o w e d  u n d e r th e  p r o j e c t  ha d been  u se d  
by b o th  f a rm e rs  to  p u r c h a s e  co ws an d t o  im pro ve  
g r a i n  c r o p s .  One  fa rm e r  who ha d tw o h e c t a r e s  o f  
f a rm la n d  ha d b o rro w e d  $ 3 0 0 , an d th e  o t h e r  who ha d 10 
h e c t a r e s  had  r e c e iv e d  t h r e e  lo a n s  t o t a l i n g  $ 1 ,0 5 0 .
P r i o r  t o  th e  p r o j e c t ,  l o c a l  le n d in g  i n s t i t u t i o n s  
w e re  u n w i l l i n g  t o  r i s k  m ak in g  lo a n s  t o  th e s e  f a r m e r s .
A v i s i t  t o  o n e  o f  t h e  d r i l l e d  w e l l s  d i s c l o s e d  t h a t  
th e  i r r i g a t i o n  p ro b le m s  e n c o u n te r e d  in  th e  im ple m en
t a t i o n  o f  th e  p r o j e c t  w ere  l a r g e l y  d u e  t o  l a c k  o f  
f a rm e r  i n t e r e s t  in  th e  i r r i g a t i o n  sc hem e an d in  
i n a b i l i t y  to  o b t a i n  c o o p e r a t i o n  o f  n o n p a r t i c i p a n t s  
in  d ig g in g  t r e n c h e s  n e c e s s a r y  f o r  th e  p a s s a g e  o f  th e  
w a te r  to  i n d i v i d u a l  fa rm s .

In  a d d i t i o n  t o  th e  tw o fa rm  f a m i l i e s  an d th e  w e ll  
s i t e ,  t h e  e x p e r im e n ta l  d e m o n s t r a t io n  fa rm  was  v i s i t e d ,  
r o a d s  u n d e r  c o n s t r u c t i o n  w ere  e x a m in e d , and  d i s c u s s i o n s  
ha d w i th  l o c a l  t e c h n i c a l  a s s i s t a n t s  in v o lv e d  in  a s s i s t i n g  
th e  f a rm e r s  u n d e r  th e  p r o j e c t .  O th e r  th a n  th e  p ro b le m s  
e n c o u n te r e d  in  im p le m e n ti n g  th e  i r r i g a t i o n  e le m e n t  o f  
th e  p r o j e c t ,  a l l  p e r s o n s  c o n ta c t e d  w e re  e n t h u s i a s t i c  
o v e r  t h e  b e n e f i t s  o f  th e  p r o j e c t  an d i t  was  a p p a r e n t  
t h a t  th e  p o o r e s t  se g m e n ts  o f  th e  r u r a l  a r e a  in v o lv e d  
w ere  b e in g  r e a c h e d  an d m a t e r i a l l y  a s s i s t e d .

(3 ) As a m a jo r  co m p o n en t o f  a S o u th  A m eri can  c o u n t r y 's  
r u r a l  d e v e lo p m e n t p ro g ra m , IBRD n e g o t i a t e d  a $52 
m i l l i o n  lo a n  in  D ec em be r 19 76  to  f i n a n c e  40  p e r c e n t  
o f  th e  p r o g r a m 's  t o t a l  c o s t .  Th e o b j e c t i v e  i s  to

, r a i s e  th e  l i v i n g  s t a n d a r d s  in  t h r e e  s e l e c t e d  r u r a l
r  a r e a s  by  i n c r e a s in g  p r o d u c t i v i t y ,  o u t p u t ,  an d in co m e

o f  fa rm  f a m i l i e s ,  and  by  im p ro v in g  s o c i a l  s e r v i c e s  
an d f a c i l i t i e s  a v a i l a b l e  to  r u r a l  c o m m u n it ie s . I t  i s  
d i r e c t e d  to w a rd  a s s i s t i n g  f a m i l i e s  w i th  l e s s  th a n
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20 h e c t a r e s  w h ic h , w it h  fe w  e x c e p t i o n s ,  r e p r e s e n t
f a m i l i e s  in  th e  p o o r e s t  50 p e r c e n t  o f  th e  p o p u la t io n .
Th e lo a n  p r o c e e d s  a r e  f in a n c in g  $ 2 7 .6  m i l l i o n  o f  th e
f o r e i g n  e x c h a n g e  c o s t s  an d $2 4 .4  m i l l i o n  o f  th e  l o c a l
c u r r e n c y  c o s t s .  Th e l a r g e s t  se gm en t o f  th e  p r o j e c t
i s  e s t a b l is h m e n t  o f  a r e v o l v i n g  fu nd in  a l o c a l  i n t e r 
m e d ia te  c r e d i t  i n s t i t u t i o n  f o r  o n le n d in g  to  fa rm e rs
f o r  l i v e s t o c k ,  f r u i t  t r e e s ,  f e r t i l i z e r ,  s e e d s ,  and
o t h e r  fa rm  d e v e lo p m e n t a t  15  p e r c e n t  i n t e r e s t  i f
fa r m e r s  have a s s e t s  o f  l e s s  th a n  $3 ,0 00  and  a t  19
p e r c e n t  i n t e r e s t  i f  fa r m e r s  h a v e  a s s e t s  o f  betw een
$3,0 0 0  an d $ 1 5 ,0 0 0 . (T he W or ld  Ba nk  lo a n  i s  a t  8 .7
p e r c e n t  i n t e r e s t  o v e r  a 1 7 - y e a r  p e r i o d . )  Th e t o t a l
p r o j e c t  c o s t  i s  $ 13 1 m i l l i o n ,  o f  w h ic h  th e  l o c a l
go ve rn m e n t i s  c o n t r i b u t i n g  $ 6 6 'm i l l i o n .  A n oth er
s u b s t a n t i a l  p a r t  o f  th e  p r o j e c t  i s  th e  s o c i a l  s e r v i c e s
p r o v id e d ,  in c lu d in g  f u r n i t u r e  f o r  2 ,3 00 s c h o o l c l a s s ro om s,  c o n s t r u c t i o n  o f  an d e q u ip p in g  75  new h e a lt h
p o s t s  an d im pro ve m en t o f  26 e x i s t i n g  o n e s p lu s  17  7h o s p i t a l s ,  c o n s t r u c t i o n  o f  l a t r i n e s  a t  l o c a l  m a rk e ts
an d o t h e r  p u b l i c  p l a c e s ,  e x p a n s io n  o r  im pro ve m en t o f24 8 w a te r  s u p p ly  s y s te m s ,  c o n s t r u c t i o n  o f  18 7 m ile s
o f  new r u r a l  ro a d s  an d im pro vem en t o f  388 m ile s  o fe x i s t i n g  r o a d s , and  in v e s tm e n t in  22 e l e c t r i f i c a t i o n
s u b p r o j e c t s .

In  a d d i t io n  to  th e  a s s i s t a n c e  b e in g  p ro v id e d  by th e  
IBRD  lo a n ,  s i m i l a r  p r o j e c t s  a l s o  in  su p p o r t  o f  th e  
c o u n t r y 's  r u r a l  d e v e lo p m e n t pro gr am  a r e  b e in g  f in a n c e d  in  tw o o t h e r  d e s ig n a t e d  a r e a s  o f  th e  c o u n tr y  by th e  
IDB and  th e  C an ad ia n  I n t e r n a t i o n a l  D eve lo pm en t A g e n cy .

Th e I n v e s t i g a t i v e  S t a f f  v i s i t e d  fo u r  o f  th e  r u r a l  
a r e a s  w her e th e  p r o j e c t s  b e in g  f in a n c e d  by  th e  IBRD an d IDB lo a n s  a r e  b e in g  im p le m en te d . A d m in is tr a t io n  
o f  th e  p r o j e c t s  i s  com p le x  w it h  s e v e r a l  d i f f e r e n t  l o c a l  go vern m en t d e p a rtm e n ts  in v o lv e d  in  th e  t o t a l  
w o rk ; a s  a r e s u l t ,  im p le m e n ta ti o n  had be en  su b
s t a n t i a l l y  d e la y e d  a t  th e  ti m e o f  th e  I n v e s t i g a t i v e  
S t a f f ' s  v i s i t ,  w it h  o n ly  a b o u t $2 m i l l i o n  o f  th e  $52 
m i l l i o n  IBRD lo a n  th en  d is b u r s e d .  The  p r o j e c t  a c t u a l l y  
had g o t t e n  under w ay  o n ly  a fe w m on th s b e f o r e  o u r 
a r r i v a l .  L o c a l g o v e rn m e n ta l o f f i c i a l s  g a v e  a s s u r a n c e  
t h a t  a d m i n i s t r a t i v e  s t a r t u p  an d b u d g e ta r y  p ro b le m s ha d been  r e s o lv e d  and  t h a t  th e  p r o j e c t  wa s m ov in g 
fo rw a rd  among a l l  se g m en ts  o f  i t .  In  m e e ti n g  w it h  
l o c a l  p r o j e c t  s t a f f  and t e c h n i c a l  a d v is o r s  a t  f i e l d  
s i t e s ,  r e v ie w  o f  fa rm  p la n s  in d ic a t e d  th a t  th e  p r i n c i p a l  t a r g e t s  f o r  l o c a l  le n d in g  w er e fa rm e rs  w it h  3- to  10 - 

• h e c t a r e  fa rm s who w er e a t  o r  n ear th e  p o v e r ty  l e v e l .A r e c e n t l y  fo rm ed  to m ato  fa rm in g  c o - o p e r a t i v e  co m po se d 
o f  p oo r p e a s a n ts  wa s v i s i t e d .  Ea ch  fa rm  r e c i p i e n t
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i s  b e in g  t r e a te d  in d iv i d u a l l y  w it h  t e c h n ic a l  la n d -u s e  
a d v ic e  re n d e re d  c o in c id e n ta l  to  th e  lo a n  to  in c re a s e  
la n d  p r o d u c t i v i t y .  The s u b le n d in g  in t e r e s t  r a te s  
a re  b e lo w  th e  co m m e rc ia l m a rk e t f o r  fa rm  lo a n s  and 
a ls o  a re  b e lo w  th e  r a te  o f  i n f l a t i o n  in  th e  c o u n t r y .  
C o n t ro l p ro c e d u re s  e ta b l is h e d  to  f o l lo w  up  on a g r i 
c u l t u r e  c r e d i t s  and c o n s t r u c t io n  segm ents  appeare d  
to  be  a d e q u a te .

(4 )  A r u r a l  d e ve lo p m e n t p r o je c t  in  an A f r ic a n  c o u n tr y  has 
be en  th e  r e c ip i e n t  o f  th re e  ID A c r e d i t s — th e  f i r s t  in  
1968 f o r  $ 6 .0  m i l l i o n ,  th e  se co nd  in  19 71  f o r  $ 7 .2 5  
m i l l i o n ,  and th e  t h i r d  in  1975  f o r  $ 8 .5  m i l l i o n ,  o r  a 
c u m u la t iv e  c r e d i t  o f  $ 2 1 .7 5  m i l l i o n .  The  p r o je c t  is
in  s u p p o r t  o f  th e  c o u n t r y 's  p r im a ry  s o c ia l  and  econom ic  
o b je c t iv e s  and was in te n d e d  to  r a is e  a g r i c u l t u r a l  
p r o d u c t i v i t y  and in c re a s e  r u r a l  in com es. To a s s is t  
in  a c h ie v in g  th e s e  g o a ls ,  th e  c r e d i t s  had fi n a n c e d  
s e v e ra l in te g ra te d  r u r a l  d e ve lo p m e n t sche mes  a f f e c t i n g  
an a re a  o f  640 ,0 0 0  a c re s  and in v o lv in g  100 ,0 00  r u r a l  
f a m i l ie s  (5 0 0 ,0 0 0  p e rs o n s ) .  The t h i r d  ph as e in c lu d e s  
an a d d i t io n a l  32 ,0 0 0  fa rm e rs  who had  n o t b e n e f it e d  
d i r e c t l y  fr o m  th e  e a r l i e r  p h a ses . The c r e d i t  c o ve re d  
a s s is ta n c e  in  f in a n c in g  th e  c o n s t r u c t io n  o f  15 u n i t  
c e n te r s ;  s u rv e y ,  d e m a rc a t io n ,  and r e g is t r a t i o n  o f  
la n d ;  lo a n s  to  fa rm e rs ;  l i v e s t o c k  d e v e lo p m e n t;  h e a lt h  
f a c i l i t i e s ;  and e x te n s io n  s e r v ic e s .

G e n e r a ll y ,  th e  f i r s t  tw o phases wer e s u c c e s s fu l ly  
im p le m en te d  w i t h in  e s t im a te d  c o s ts  as  p ro posed  in  th e  
p r o je c t  a p p r a is a l .  C o n s t ru c t io n  o f  u n i t  c e n te r s ,  
ro a d s ,  d iv e r s io n  c h a n n e ls , b o re h o le s ,  and m a rk e ti n g  
f a c i l i t i e s  p ro ceeded  e i t h e r  on  o r  ah ea d o f  s c h e d u le  
and th e  a re a  and nu mbe r o f  fa rm e rs  se rv e d  by pro gra m  
in f r a s t r u c t u r e  exc eeded o r i g i n a l  e s t im a te s .

A t t h i s  s ta g e ,  th e  t o t a l  p r o je c t  a p p e a rs  to  be a succe ss  
s t o r y  in  te rm s  b o th  o f  re a c h in g  th e  p o o r  and a d d in g  
to  th e  c o u n t r y 's  d e v e lo p m e n t.  An e c o n o m is t o c c u p y in g  
an  o f f i c i a l  p o s i t io n  in  th e  c o u n tr y  o b se rv e d  th a t  
w here as th e  p r o je c t  p r e s e n t ly  p re s e n ts  th e  im ag e o f  
s u c c e s s , i t  c a n n o t r e a l l y  be  ju d g e d  u n t i l  10 o r  15 
y e a rs  ha ve  pass ed a t  w h ic h  p o in t  on e ca n e v a lu a te  
w h e th e r th e  r e c ip ie n t s  o f  th e  b e n e f i t s  hav e demon
s t r a te d  s u f f i c i e n t  m o t iv a t io n  to  ta k e  r e a l  ad va n ta g e  
o f  w ha t ha s be en  p ro v id e d  th em , n o t o n ly  in  l i f t i n g  
th e m s e lv e s  to  a h ig h e r  econom ic  p la te a u  b u t a t  th e  
same ti m e  in  m ak in g  a r e a l  c o n t r ib u t io n  to  th e  econom ic  
w e ll b e in g  o f  th e  c o u n tr y .

(5 )  In  one A s ia n  c o u n tr y  v i s i t e d ,  a la rg e  r u r a l  d e v e l
opm ent p r o je c t  was underw ay, d e s ig n e d  to  im pro ve  th e
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p r o d u c t i v i t y  an d in com es o f  lo w -in c o m e , s m a l lh o ld e r  
f a rm e r s  th ro u g h  im pro ved  i r r i g a t i o n ,  ro ad  f a c i l i t i e s ,  
an d a g r i c u l t u r a l  s u p p o r t i n g  s e r v i c e s .  Th e t o t a l  
p r o j e c t  c o s t  i s  a b o u t  $48 m i l l i o n ,  o f  w hic h  IBRD i s  
p r o v id in g  $2 1 m i l l i o n .  I t  i s  a 5 - y e a r  p r o j e c t  ap p ro v ed  
in  m id -1 9 7 6 .

T h is  p r o j e c t  i s  l o c a t e d  in  th e  p o o r e s t  s t a t e  in  th e  
c o u n t r y .  Abo ut  65  p e r c e n t  o f  th e  h o u s e h o ld s  in  t h i s  
s t a t e  h av e  p e r - c a p i t a  in co m es o f  l e s s  th a n  o n e - q u a r t e r  
o f  th e  a v e ra g e  p e r - c a p i t a  in co m e fo r  th e  c o u n tr y .  :; o re  
s p e c i f i c a l l y ,  th e  a v e ra g e  p e r - c a p i t a  in co m e f o r  th e  
p r o j e c t  a r e a  i s  e q u iv a l e n t  t o  $ 8 9 , a b o u t 36 p e r c e n t  
o f  th e  l o c a l l y  e s t a b l i s h e d  p o v e r ty  l i n e .

Th e i r r i g a t i o n  im pro vem en t i s  p r o v id in g  p r o t e c t i o n  
fr om  r i v e r  f lo o d in g  an d d r a in a g e  o f  l o c a l i z e d  m on so on  
f l o o d in g ,  a s  w e l l  a s  im pro ved  i r r i g a t i o n  an d d r a in a g e  
s y s te m s  f o r  th e  f a r m e r s .  A u n iq u e  f e a t u r e  o f  th e  
t e r t i a r y  d i s t r i b u t i o n  sy s te m  i s  th e  i n t r o d u c t io n  o f  
g l a s s - r e i n f o r c e d  p o l y e s t e r  f lu m e s  w hic h i n t e g r a t e  th e  
u se  o f  a l i g h t ,  i m p a c t - r e s i s t a n t  c o n s t r u c t i o n  m a t e r i a l  
w i th  ha rd w ood beam s.  The I n v e s t i g a t i v e  S t a f f  o b s e rv e d  
t h e s e  f lu m e s  b e in g  f a b r i c a t e d  l o c a l l y ,  m o s tl y  by  women 
l a b o r .  The o t h e r  p r o j e c t  s e g m e n ts  in c lu d e  s m a l l - s c a l e  
i r r i g a t i o n ,  r u r a l  r o a d s ,  a g r i c u l t u r e  e x te n s i o n ,  a f a rm e rs  
d e v e lo p m e n t c e n t e r ,  an d a la n d  d e v e lo p m e n t s tu d y .

S e v e r a l  a r e a s  an d f a c i l i t i e s  w ere  v i s i t e d  w hic h  w ere  
i n d i c a t i v e  o f  th e  i n i t i a l  wor k d one  in  e a c h  o f  th e  
m ai n  se g m e n ts  o f  th e  p r o j e c t .  P r o j e c t  s t a r t u p  and 
o t h e r  d e la y s  ( l a n d  s e t t l e m e n t  a j u d i c a t i o n s , i n t e r 
d e p a r tm e n t  c o o r d i n a t i o n ,  e t c . )  h av e  been  e n c o u n te re d  
an d i t  i s  b e h in d  s c h e d u le .  One o f f i c i a l  th o u g h t t h a t  
th e  p r o j e c t  w ou ld  t a k e  1 t o  2 y e a r s  lo n g e r  th a n  
s c h e d u le d .

Th e p r o j e c t  i s  t a r g e t e d  f o r  p o o r  r i c e  fa rm e rs  h a v in g  
an  a v e ra g e  fa rm  s i z e  o f  tw o h e c t a r e s .  I f  s u c c e s s f u l ,  
th e  p r o j e c t  sh o u ld  p r o v id e  in c r e a s e d  c ro p  y i e l d ,  
im p o r ta n t  f lo o d  c o n t r o l  b e n e f i t s ,  an d in c r e a s e d  e c o 
nom ic  r e t u r n s  f o r  th e s e  f a r m e r s .  At i t s  p r e s e n t  
s t a g e  o f  im p le m e n ta ti o n  an d froj n an  o v e r a l l  s t a n d 
p o i n t ,  i t  a p p e a r s  t h a t  th e  p r o j e c t  w i l l  m ee t i t s  
o b j e c t i v e  o f  r e a c h in g  f a rm e rs  a t  th e  p o v e r ty  l e v e l .

(6 ) To  v ie w  r e s u l t s  o f  a p r o j e c t  f u l l y  d i s b u r s e d  an d 
c o m p le te d , even  th o u g h  i t  b e g an  b e f o re  th e  h e a v ie r  
e m p h a s is  up on  r e a c h in g  th e  p o o r , th e  I n v e s t i g a t i v e  
S t a f f  v i s i t e d  a c o m p le te d  i r r i g a t i o n  p r o j e c t  in  an  
A s ia n  c o u n t r y  w h ic h  ha d p ro v id e d  w a t e r . t o  o v e r  2 0 0 ,0 0 0  
a c r e s  an d was  th e  key  f a c t o r  in  c h a n g in g  p r o d u c t io n
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in  th e  a r e a  from  a s i n g l e  r i c e  c r o p  to  a d o u b le  c r o p .
Th e p r o j e c t  t o t a l  c o s t  was  $ 9 0 .1  m i l l i o n ,  o f  w hic h  th e  
IBRD p r o v id e d  $4 5 m i l l i o n  o f  f i n a n c i n g .  Th e p r o j e c t  
was  c o m p le te d  in  O c to b e r  19 7 0 , c lo s e  to  th e  o r i g i n a l  
ti m e  s c h e d u le  an d c o s t  e s t i m a t e s .

Th e p r o j e c t  i s  l o c a t e d  in  th e  c o u n t r y 's  t r a d i t i o n a l  
r i c e  bo wl w here  t h e r e  a r e  a b o u t 5 1 ,0 0 0  fa rm s  o f  an  
a v e ra g e  s i z e  o f  4 a c r e s .  Th e p r im a ry  p u rp o s e  o f  th e  
p r o j e c t  was  to  i n s t a l l  c o n t r o l l e d  i r r i g a t i o n  t o  a l r e a d y  
s e t t l e d  s m a l lh o ld e r  f a rm la n d s  to  p r o v id e  an  o f f - s e a s o n  
c r o p ,  t h e r e b y  d o u b l in g  r i c e  p addy  p r o d u c t io n  an d 
i n c r e a s in g  fa rm  in co m e.

I t  wa s fo und  t h a t  o f  th e  t o t a l  a c r e a g e  in v o lv e d  in  th e  
p r o j e c t ,  a p p r o x im a te ly  o n e - t h i r d  wa s fa rm ed  by  t e n a n t  
f a rm e r s  an d o f  t h e  t w o - t h i r d s  ow ne d by  l o c a l  f a r m e r s ,

<• th e  a v e ra g e  fa rm  s i z e  was  4 .2  a c r e s — 30 p e r c e n t  o f
th e  f a rm e r s  a s s i s t e d  ow ne d l e s s  th a n  14 a c r e s .  The 
d o u b le  c r o p p in g  h a s  in c r e a s e d  p r o d u c t io n  by  2 .4  ti m e s  
s i n c e  1 9 6 6 , a l th o u g h  w e a th e r  c o n d i t i o n s  d o  n o t  a lw ay s  
a ll o w  d o u b le  c r o p p in g  e v e ry  y e a r .  Of  th e  fa rm  f a m i l i e s  
in v o lv e d  in  th e  p r o j e c t ,  f a m i ly  in co m e p e r  ann um  ra n g e d  
fr om  $7 50  t o  $ 2 0 ,0 0 0 , w i th  th e  a v e r a g e  $ 4 ,0 0 0 ;  th e  
p o v e r ty  l e v e l  f o r  f a m i ly  in co m e i s  $ 2 ,4 0 0  an d o n e - t h i r d  
o f  th e  fa rm  f a m i l i e s  w ere  be lo w  t h a t  l e v e l .

Th e p r i n c i p a l  c o n t in u in g  p ro b le m s  now b e in g  fa c e d  a r e  
d i f f i c u l t i e s  an d d e la y s  in  w a te r  d i s t r i b u t i o n  a t  th e  
f i e l d  l e v e l  an d p ro b le m s  a t  th e  da ms w h ic h  a r e  r e q u i r i n g  
c a r e f u l  a t t e n t i o n  an d r e p a i r  w ork . Th e l o c a l  d e v e l 
opm en t a u t h o r i t y  h a s  b e en  d i l i g e n t  in  e f f o r t s  to  r e s o l v e  
th e s e  p ro b le m s  a s  w e l l  a s  d e v e lo p in g  p l a n s  f o r  f u r t h e r  
im p ro v e m en ts  t o  t h e  s y s te m .

(7 ) In  one o f  th e  p o o r e s t  L a t in  A m eri can  c o u n t r i e s ,  th e  
I n v e s t i g a t i v e  S t a f f  v i s i t e d  an  e d u c a t io n  p r o j e c t  
w h e re in  $6  m i l l i o n  ha d b een  lo a n e d  in  19 74  by  th e  
W or ld  Ba nk  ($ 3 m i l l i o n  h a rd  lo a n  an d $3 m i l l i o n  s o f t  
lo a n )  w i th  a n o th e r  $ 2 .6  m i l l i o n  in  th e  p r o j e c t  c o n t r i b 
u te d  by  th e  l o c a l  g o v e rn m e n t.  Th e W or ld  B a n k 's  c o n t r i 
b u t io n  r e p r e s e n t e d  a l l  f o r e ig n  e x ch a n g e  c o s t s  an d a b o u t 
60 p e r c e n t  o f  th e  l o c a l  c o s t s .  A se c o n d  lo a n  o f  $5 
m i l l i o n  ( s o f t  w in do w) was  p r o c e e d in g  to w a rd s  n e g o t i 
a t i o n  a t  th e  ti m e  o f  th e  v i s i t .  Th e f i r s t  lo a n  
p r i n c i p a l l y  wa s f o r  t e a c h e r  t r a i n i n g  an d c o n s t r u c t i o n  
o r  e x p a n s io n  o f  4 norm al  s c h o o l s ,  12  r u r a l  t r a i n i n g

/ l a b o r a t o r i e s ,  1 a g r i c u l t u r a l  s c h o o l ,  3 a g r i c u l t u r a l  
t r a i n i n g  c e n t e r s ,  an d a v o c a t i o n a l  t r a i n i n g  c e n t e r .
In  a d d i t i o n  t o  d i s c u s s i o n s  w it h  l o c a l  o f f i c i a l s  an d 
re v ie w in g  r e c o r d s  o f  th e  p r o j e c t ,  th e  I n v e s t i g a t i v e  
S t a f f  v i s i t e d  a n o rm al s c h o o l ,  th e  v o c a t i o n a l  t r a i n i n g
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c e n t e r ,  th e  t e a c h e r  t r a i n i n g  c o l l e g e ,  an d a r u r a l  
e le m e n ta r y  s c h o o l .  Th e seco n d  p r o j e c t  lo a n  i s  p r i m a r i l y  
f o r  r u r a l  s c h o o l  c o n s t r u c t i o n  an d e s t a b l i s h m e n t  o f  
d o u b le  s h i f t s  f o r  e n h a n c e d  t e a c h e r  r e m u n e r a t io n .

Th e p r o j e c t  ha d been  i n i t i a t e d  by  USAID an d p r e l im in a r y  
p la n n in g  p e rfo rm e d  by t h a t  ag en cy  w ith  th e  W orld Ban k 
t a k in g  o v e r  th e  p r o j e c t  f o r  fu n d in g  an d p r o v id in g  
t e c h n i c a l  a s s i s t a n c e  f o r  f u r t h e r  p la n n in g .  Such  c o u r s e  
o f  a c t i o n  i s  n o t u n u su a l a s  USAID i s  l e n d e r  o f  l a s t  r e s o r t  an d w it h d ra w s  up on  a d e te r m in a t io n  by th e  l o c a l  
g o v e rn m e n t to  p ro c e e d  w ith  IF I  f u n d in g .

The p r o j e c t  was  fo und  t o  be  w e l l  d e s ig n e d  an d c lo s e l y  
s u p e r v i s e d  by  th e  l o c a l  p r o j e c t  m an a g er.  B u i ld in g s  
an d e q u ip m e n t w ere  r e l a t i v e l y  a u s t e r e .  So un d p r o c u r e 
m en t p r a c t i c e s  an d c o n t r o l s  o v e r  b id d in g  a p p r o v a ls  
by  th e  l o c a l  g o v e rn m e n t a p p e a re d  t o  be  e f f e c t i v e .
On e a s p e c t  o f  th e  a g r i c u l t u r a l  e d u c a t io n  an d t r a i n i n g  'p ro g ra m s was  p a r t i c u l a r l y  im p r e s s iv e ;  n a m e ly , 1- w ee k
c o u r s e s  b e in g  o f f e r e d  r u r a l  a d u l t s  in  c ro p  p r o d u c t io nte c h n iq u e s  an d home e c o n o m ic s . At  th e  v o c a t i o n a l
t r a i n i n g  c e n t e r ,  15 t r a d e s  a r e  t a u g h t  an d s t u d e n t s
dra w n from  t h r e e  s o u r c e s  (1 ) t e e n a g e r s  w it h  som e
wor k e x p e r i e n c e  who e a r n  a c e r t i f i c a t e  e n t i t l i n g
th em  to  e n t e r  a p p r e n t i c e s h i p ;  (2 ) a d u l t s  c u r r e n t l y
p r a c t i c i n g  t h e i r  t r a d e  b u t  p o s s e s s in g  no  c e r t i f i c a t e ;
an d (3 ) p e r s o n s  o f  a l l  a g e s  w it h  no t r a d e  e x p e r ie n c e
o f  any  k in d  ( r u r a l  m ig r a n t s  t o  th e  c i t y ) .

A r e l a t i v e l y  s m a ll  c o s t  o v e r ru n  wa s e x p e r ie n c e d  in  
c o n s t r u c t i o n  c o s t s  (1 0  p e r c e n t ) ,  th o u g h  a b o u t  o n e -  
h a l f  o f  t h a t  was  a b s o rb e d  in  s a v in g s  on  e q u ip m e n t 
p u r c h a s e s .  S u p e r v i s io n  v i s i t s  by W or ld  Ba nk  
p e r s o n n e l  o c c u r r e d  a p p r o x im a te ly  e v e ry  8 m o n th s an d 
w ere  comm ended by  l o c a l  o f f i c i a l s  f o r  th e  a s s i s t a n c e  
p ro v id e d  d u r in g  th e  c o u r s e  o f  th e  p r o j e c t .  The 
p r o j e c t  i s  w e l l  d e s ig n e d ,  i s  b e in g  w e ll  im p le m e n te n , 
an d n o t  o n ly  w i l l  r e a c h  th e  v e ry  p o o r  b u t  sh o u ld  
c o n t r i b u t e  s i g n i f i c a n t l y  t o  th e  lo n g - r a n g e  econom ic  
in p ro v e m e n t o f  th e  c o u n t r y .

(8 )  A w a te r  an d se w e rag e  im pro vem en t an d e x p a n s io n  p r o j e c t  
in  a m a jo r c i t y  o f  an  A s ia n  c o u n tr y  wa s v i s i t e d  and 
p la n n in g  an d im p le m e n ta t io n  re v ie w e d  w it h  l o c a l  
o f f i c i a l s .  IBRD had  made a lo a n  o f  $ 2 6 .6  m i l l i o n  
a g a i n s t  th e  p r o j e c t ' s  t o t a l  c o s t  o f  54 6 m i l l i o n .  Of 
t h a t  c o s t ,  $2 2 m i l l i o n  was  fo r  th e  w a te r  s e g m e n t,  S22 
m i l l i o n  f o r  se w ag e c o l l e c t i o n ,  an d 52 m i l l i o n  f o r  
s to rm  d r a i n s .
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The  c i t y  ha s a p o p u la t io n  o f  2 .8  m i l l i o n ,  w it h  a 
p o p u la t io n  d e n s i t y  o f  150 p e r  a c re .  The undere m plo yed  
and p o o r o ccupy  la r g e  se gm ents  o f  th e  c i t y .  C u r r e n t ly ,  
o n ly  1 .9  m i l l i o n  r e s id e n ts  r e c e iv e  p ip e d - in  w a te r ;  
th e  re m a in in g  9 0 0 ,0 0 0  o b ta in  t h e i r  w a te r  fr om  op en  
and o f te n  p o l lu t e d  w e l l s ,  a fe w p r i v a t e  tu b e w e l ls ,  
o r  d i r e c t l y  fr o m  th e  c i t y ' s  c a n a ls .

Sew age  c o l l e c t i o n  by a p ip e d  syste m  be ga n in  th e  c i t y  
in  193 6 and is  p r e s e n t ly  e x p e r ie n c in g  s e r io u s  p ro b le m s , 
in c lu d in g  th e  e x is te n c e  o f  op en  se w era ge d r a in s  in  th e  
c i t y ' s  s t r e e t s .  The syste m  p r e s e n t ly  i s  a v a i la b le  
o n ly  to  a b o u t one m i l l i o n  o f  th e  c i t y ' s  r e s id e n ts .
I t  i s  e x p e c te d  t h a t  th e  e x p a n s io n  u nder th e  p r o je c t  
w i l l  a ll o w  th e  sys te m  to  s e rv e  an a d d i t io n a l  m i l l i o n  
p e o p le .  C u r r e n t ly ,  th e  c i t y ' s  sewa ge  is  d is c h a rg e d  
in t o  a r i v e r  in  u n t re a te d  fo rm . T re a tm e n t i s  n o t

< p ro posed  u n t i l  a c a p a b i l i t y  to  h a n d le  th e  c o l l e c t i o n
o f  th e  w as te  i s  e s ta b l is h e d .

Work on  th e  p r o je c t  is  p ro g re s s in g  s a t i s f a c t o r i l y  
and e x a m in a t io n  o f  th e  d i s t r i b u t i o n  o f  th e  w a te r and  
sew era ge sys te m s showed t h a t  i t  in c o rp o ra te d  s e rv ic e  
to  th e  p o o re s t  s e c t io n s  o f  th e  c i t y .

(9 )  An u rb an  re n e w a l and  d e v e lo p m e n t p r o je c t  in  an A s ia n  
c o u n tr y  has be en  a ll u d e d  to  in  e a r l i e r  s e c t io n s  o f  
th e  r e p o r t  to  d e m o n s tr a te  p o in ts  c o n c e rn in g  weak 
s u p e rv is io n  o f  lo a n s  and o v e r o p t im is t ic  e s t im a te s  in  
a p p ra is a l r e p o r t s  s u b m it te d  to  th e  E x e c u t iv e  D ir e c to r s .  
How ever,  fr om  th e  s ta n d p o in t  o f  an in n o v a t iv e  p r o je c t  
to  re a c h  th e  p o o re s t  o f  th e  p o o r ,  i t  a p p e a rs  to  
re p re s e n t  a h ig h  d e g re e  o f  s u c c e s s . The t o t a l  c o s t  
o f  th e  p r o je c t  i s  $65 m i l l i o n ,  w it h  th e  W orld  Bank 
lo a n  c o n s t i t u t i n g  $32 m i l l i o n  o f  th e  c o s t .  I t  is  
p r o v id in g  s i t e s  and s e r v ic e s  ( w a te r ,  sew e ra g e , e le c 
t r i c i t y ,  t r a n s p o r t ,  s c h o o l,  h e a lt h  c l i n i c  and com m unity 
c e n te r  c o n s t r u c t io n ,  an d s u b d iv is io n  o f  l o t s )  to  on e 
o f  A s ia 's  w o rs t  slum  d i s t r i c t s  o f  1 80 ,0 00  s q u a t te r s  
in  a 4 5 0 -a c re  a re a  n e a r a p o r t  f a c i l i t y  ( d e n s it y  o f  
some 400  p e r  a c r e ) .  C o s t re c o v e ry  i s  th ro u g h  2 5 -y e a r  
re n e w a b le  le a s e s ,  w i th  o p t io n  to  p u rc h a s e , p lu s  
c o l l e c t i o n  f o r  w a te r ,  sew e ra g e , and e l e c t r i c i t y .
The  m edia n f a m i ly  inco me is  a p p ro x im a te ly  $600  w it h  
6 .5  me mb ers  p e r  f a m i ly .

A t th e  ti m e  o f  th e  I n v e s t ig a t i v e  S t a f f ' s  v i s i t ,  th e  
J p r o je c t  was w e ll  underw ay and th e  p r o je c t  m an ag er  a p p e a rs

d e d ic a te d  to  s u c c e s s fu l im p le m e n ta ti o n  o f  th e  p r o je c t .  
There  had be en  i n i t i a l  d e la y s  du e to  s u rv e y in g  and 
t i t l i n g  p ro b le m s  b u t c o s ts  w ere  ru n n in g  a b o u t 10 
p e rc e n t b e lo w  e s t im a te s  and com m un ity  le a d e rs  wer e
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enthusiastic pver accomplishments. In designing the project so that each subsegment of squatters selected their own options for the type of reblocking, number of houses selected for displacement, and self-help improvement of houses, a constructive approach to reaching the poor is evident. Set forth on the following page is an illustration (photographs taken during Investigative Staff's visit) of a section of the area prior to improvement contrasted with a section after improvement.
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U R B A N  D E V E L O P M E N T  P R O J E C T

TYPICAL STREET BEFORE DEVELOPMENT

TYPICAL STREET AFTER DEVELOPMENT
17 .
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C. G e n e ra l O b s e r v a t io n s

1 . N a tu re  o f  th e  E f f o r t

M e a n in g fu l a s s i s t a n c e  t o  th e  d e s t i t u t e  by  f i n a n c i a l  i n s t i t u t i o n s  w ho se  l e n d in g  p o l i c i e s  a r e  g ro u n d e d  in  p r o v id in g  f i n a n c i a l  an d econom ic  r e t u r n s  up on  m o n ie s  l e n t  p o s e s  co m ple x q u e s t i o n s  t h a t  h a v e  no  e a s y  a n s w e rs . T h ere  i s  t h e  m a t t e r  o f  d e l i v e r i n g  a s s i s t a n c e ,  e i t h e r  th ro u g h  w e l f a r e - ty p e  o r  s e l f -  s u s t a i n i n g  eco n o m ic  a c t i v i t i e s ,  in  a way  t h a t  p r o v id e s  maximum b e n e f i t s  t o  th e  p o o r ,  se w s th e  s e e d s  f o r  s e l f - im p r o v e m e n t ,  an d d o e s  n o t p la c e  an  im p o s s ib le  s t r a i n  up on  th e  r e s o u r c e s  o f  th e  b o rro w in g  e n t i t y  f o r  i t s  s h a r e  o f  th e  p r o j e c t  so  t h a t  th e  n e t  r e s u l t  i s  c o u n te r p r o d u c t i v e  to  eco n o m ic  d e v e lo p m e n t.T h e re  i s  a l s o  th e  p ro b le m  o f  i d e n t i f y i n g  th e  t a r g e t  p o p u la t io n  in  r e a s o n a b le  s p e c i f i c s .  Th e I F I s  have s e v e r a l  d e f i n i t i o n s ,  p r i m a r i l y  b a se d  on  in co m e, b u t  t h e r e  a r e  a l s o  s p e c i a l  d i s t i n c t i o n s  l i k e  th e  o l d ,  th e  s i c k ,  th e  u n d e r n o u r i s h e d ,  th e  i l l i t e r a t e ,  th e  d i s a b l e d ,  th e  l a n d l e s s ,  th e  u n d e re m p lo y e d , th e  h o m e le s s , e t c .

F u n d a m e n ta ll y , p o v e r ty  i s  a p r o d u c t  o f  th e  e co n o m ic , s o c i a l ,  an d p o l i t i c a l  r e a l i t i e s  o f  a c o u n t r y .  Im pro vem en t r e q u i r e s  ch an g e  a n d , in  th e  lo n g  r u n ,  su c h  c h an g e  in v o lv e s  som e fo rm  o f  r e d i s t r i b u t i o n  o f  w e a l th  an d i n f lu e n c e .  W hile th e  I F I s  can  c o n t r i b u t e  to w a rd  im p ro v in g  th e  c l i m a t e  f o r  su ch  c h a n g e , i t  i s  a l o n g ,  s lo w  p r o c e s s .  In  i n t e r n a t i o n a l  fo ru m s, th e  e m p h a s is  on  th e  need  f o r  a d d i t i o n a l  r e s o u r c e s  t o  a s s i s t  t h e  l e s s - d e v e lo p e d  w o rl d  so m e ti m es  o b s c u r e s  th e  im p o r ta n c e  o f  th e  d e v e lo p in g  c o u n t r y ’ s  e f f o r t .  D evelo pm en t i s ,  o f  c o u r s e ,  a ph en om en on  t h a t  i s  in d ig e n o u s  t o  a c o u n tr y  an d o n e  w hi ch  e v o lv e s  o n ly  o v e r  a p e r io d  o f  t im e .  I t  r e q u i r e s  so u n d , p r o g r e s s i v e  eco n o m ic  an d s o c i a l  p o l i c i e s ,  l e a d e r s h i p ,  i n i t i a t i v e ,  s e l f - h e l p  m e a s u r e s , an d s u s t a i n e d  p r i o r i t y  e f f o r t s  w i t h in  th e  c o u n t r y .  S in c e  th e  p o o r te n d  t o  be  o u t  o f  th e  m a in s tr e a m  o f  th e  c o u n t r y 's  econom ic  a f f a i r s ,  an d w i th o u t  i n f l u e n c e ,  a s s i s t a n c e  h a s  t o  be  p a r t  o f  a v e r y  s p e c i a l  com m itm ent by l o c a l  n a t i o n a l  l e a d e r s .  B e s id e s ,  c o r r e c t i v e  a c t i o n  may w e ll  r e q u i r e  s e n s i t i v e  c h a n g e s  in  p o l i c i e s ,  d e v e lo p m e n t s t r a t e g i e s ,  a t t i t u d e s ,  an d a p p r o a c h e s .  IF I  an d o t h e r  e x t e r n a l  a s s i s t a n c e  c an  h e lp ,  b u t  th e  e f f e c t i v e n e s s  o f  su c h  a s s i s t a n c e  i s  h ig h ly  i n f lu e n c e d  by  l o c a l  f a c t o r s  an d e f f o r t .

S in c e  1 9 73 , th e  I F I s  h av e  b een  e m p h a s iz in g  p ro g ra m s t o  a l l e v i a t e  a b s o lu te  p o v e r ty  w h il e  a c c e l e r a t i n g  econom ic  g ro w th  a t  th e  same t im e . T h e re  i s  no  p e r f e c t  u n d e r s ta n d in g  o f  th e  a p p r o p r i a t e  mix  o f  ty p e s  o f  p r o j e c t s  o r  s e c t o r  em phase s to  a c c o m p li sh  th e  g r e a t e s t  r e s u l t  an d a l l  o f  th e  I F I s  a r e  e n d e a v o r in g  t o  d e te r m in e  t h a t  m ix . The W or ld  Ba nk  l e a d s  in  su c h  e f f o r t s ,  w i th  p i l o t  and  in n o v a t iv e  p r o j e c t s  t h a t  may h av e  r e p l i c a b i l i t y  in  o t h e r  c o u n t r i e s .
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Th e I F I  e f f o r t s  to  m o n it o r  w ha t i s  g o in g  on  in  a 
c o u n t r y ,  and in  a p r o je c t ,  a re  p a r t i c u l a r l y  im p o r ta n t  f o r  
th e  "n ew  s t y le "  p r o je c t s  d e s ig n e d  to  b e n e f i t  th e  p o o r . T h is  
i s  because such  p r o je c t s  a re  more d i f f i c u l t  to  p la n ,  man ag e,  
and e x e c u te  e f f i c i e n t l y  and e f f e c t i v e l y .  The y a re  a ls o  more 
a p t  t o  be  s u b je c t  to  w h a te v e r c o n tra v e n in g  fo rc e s  may e x is t  
in  an LDC. As has be en  n o te d , f o r  n e w -s ty le  p r o je c t s  th e  
I F I  m o n it o r in g  e f f o r t s  need  t o  be  b ro a d e r ,  more f r e q u e n t ,  
more im a g in a t iv e ,  and more p e n e t r a t in g  on  th e  s o c ia l  a s p e c ts  
th a n  is  t r a d i t i o n a l l y  done on  in f r a s t r u c t u r e  p r o je c t s .  Some 
s p e c i f i c  s u g g e s t io n s  were  made e a r l i e r  in  t h i s  r e p o r t  t h a t  
m ig h t h e lp  in  id e n t i f y in g  p r o je c t  im p le m e n ta t io n  d i f f i c u l t i e s  
w h ic h  may s lo w  down o r  re d u ce  b e n e f i t s  in te n d e d  f o r  th e  p o o r ;  
n a m e ly , s e le c te d  o p e ra t io n s  a u d i t s  o f  b o rro w e rs  by  IF I  i n t e r n a l  
a u d i t o r s ,  e s ta b li s h m e n t  o f  an  in s p e c t io n  fu n c t io n  in  th e  
I F I s ,  and s e le c t iv e  e v a lu a t io n s  o f  p r o je c t s  d u r in g  p r o je c t  
e x e c u t io n .

2. I n s u f f i c ie n c y  o f  S t a t i s t i c a l  D a ta

In  IF I  a c t i v i t i e s ,  th e  im p o r ta n c e  o f  s t a t i s t i c s  f o r  
in fo r m a t io n  and a n a ly s is  p u rp o s e s  i s  e v id e n t  as  in v e s to r s  and 
d e c is io n m a k e rs  m ust f r e q u e n t ly  d e a l w it h  summ ary d a ta  f o r  a 
c o u n t r y ,  r e g io n ,  s e c to r ,  o r  f o r  a l l  LD Cs . R e p o rt s  by I F I  
man ag em en t to  E x e c u t iv e  D ir e c to r s  on  p ro p o se d  lo a n s  c o n ta in  
s t a t i s t i c a l  annexes o f  econom ic  in d ic a t o r s  w h ic h  u s u a ll y  
r e f l e c t  th e  d i s t r i b u t i o n  o f  inco me w i t h in  th e  c o u n tr y  among 
p o p u la t io n  g ro u p in g s ,  such  as th e  lo w e s t 40 p e rc e n t .  The  
p o o re s t  segm ent o f  a c o u n tr y  i s  m ost  f r e q u e n t ly  c a te g o r iz e d  
in  te rm s  o f  th e  lo w e s t 40 p e rc e n t .  W orl d  Ba nk  d a ta  in d ic a te s  
t h a t  among a l l  o f  th e  LD Cs , th e  lo w e s t 40  p e rc e n t o f  th e  
p o p u la t io n  c o l l e c t i v e l y  re c e iv e s  10 t o  15 p e rc e n t o f  n a t io n a l  
in com e. W h il e  no  s in g le  g e n e r a l iz a t io n  i s  w h o ll y  a c c u ra te ,  
m os t s tu d ie s  o f  th e  econom ic  p l i g h t  o f  th e  p o o re s t  40 p e rc e n t  
o f  LDC p o p u la t io n  show t h a t  in  many o f  th e  LD Cs , t h e i r  r e l a t i v e  
s h a re  o f  n a t io n a l  inco me has re m a in ed  s ta g n a n t  o r  d e te r io r a te d  
o v e r  th e  p a s t  d e ca d e . I F I  e c o n o m is ts  c o n c u r t h a t  th e  in co me 
sh a re  o f  th e  p o o re s t  40 p e rc e n t  p ro b a b ly  ha s w o rs ened , b u t  
p o in t  o u t  t h a t  i t  r e a l l y  i s  d i f f i c u l t  to  a s c e r ta in  th e  t r u t h  
o f  such  b ro a d  c o n c lu s io n s  because  s u rv e y  te c h n iq u e s  among th e  
LDCs a re  so  in a d e q u a te  and th e  s t a t i s t i c a l  in fo rm a t io n  s u p p li e d  
i s  so  u n r e l ia b le .  I t  i s  n o t r e a l l y  p o s s ib le  to  e v a lu a te  
changes in  th e  p l i g h t  o f  th e  p o o r s t a t i s t i c a l l y  o r  ev en to  
c l e a r l y  i d e n t i f y  th e  g ro u p  r e p r e s e n t in g  th e  m ost  d e s t i t u t e  
th ro u g h o u t th e  T h ir d  W o rld .

W he re as  th e  p e r - c a p i t a  g ro s s  n a t io n a l  p ro d u c t  i s  th e  
m ost co mm on ly  use d m e a su ri n g  t o o l ,  i t  s u f f e r s  fr om  l i m i t a t i o n s  
in  m e a su ri n g  r e l a t i v e  c o n d i t io n s  c o n s t i t u t in g  p o v e r ty ,  and IF I  
o f f i c i a l s  a g re e  t h a t  no r e l i a b l e  m e a su ri n g  d e v ic e  ha s be en  
d is c o v e re d  by  w h ic h  th e  b ro a d  e f f e c t i v e n e s s  o f  IF I  le n d in g  to  
a id  th e  p o o r  ca n be  r e l i a b l y  m easure d . , The d i s t r i b u t i o n  o f

x
181



204

in co m e b a se d  up on  g r o s s  n a t i o n a l  p r o d u c t  i s  a wea k t o o l  i t s e l f  b e c a u s e  o f  th e  in c o m p le te  d a t a  a s se m b le d  fr om  r e f u s a l s  o f  some c o u n t r i e s  t o  s u p p ly  su c h  d a t a  an d b e c a u se  o f  th e  v a r i e t y  o f  s u r v e y  p a r a m e te r s  u sed  to  g a t h e r  t h e  d a t a  amo ng th e  LDCs. M o re o v e r , m e re ly  m e a su r in g  th e  r e l a t i v e  d i s t r i b u t i o n  o f  in co m e fr om  y e a r  t o  y e a r  d o e s  n o t  d i s c l o s e  th e  e x t e n t  to  w hic h  w e l l -  i n t e n t i o n e d  an d e x p e n s iv e  d e v e lo p m e n t a s s i s t a n c e  h a s  p ro d u ced  s i g n i f i c a n t  b e n e f i t s  f o r  t h e  p o o r e s t  o f  th e  p o o r , o r  th e  r e a s o n s  why i t  h a s  f a i l e d  t o  d o  s o .  One  o f f i c i a l  o b s e rv e d  t h a t  t h e r e  a r e  a b o u t  a s  ma ny  in co m e d i s t r i b u t i o n  in d e x e s  a s  t h e r e  a r e  s t a t i s t i c i a n s .

W h il e  i n d iv i d u a l  p ro g ra m s  d e a l i n g  w it h  i n c r e a s in g  a g r i c u l t u r a l  p r o d u c t i v i t y  an d im p ro v in g  n u t r i t i o n ,  h e a l t h ,  an d e d u c a t io n  a r e  m ore  r e a d i l y  m e a s u ra b le  in  t h e i r  s p e c i f i c  im p a c t upo n t a r g e t  g r o u p s ,  c o m p re h e n s iv e  s u r v e y  sy s te m s  f o r  e a c h  c o u n t r y  g e a re d  to  s o c i a l  i n d i c a t o r s  t h a t  m ee t b a s i c  hu man  n e e d s  w ou ld  be  d i f f i c u l t  to  o r g a n iz e  g l o b a l l y  and c o s t l y  t o  a d m i n i s t e r .  Th e W or ld  Ban k c o n t in u e s  t o  s t r i v e  t o  d e v e lo p  b e t t e r  an d mor e r e l i a b l e  m e a su r in g  d e v i c e s ,  r e c o g n iz in g  t h a t  an y  w h ic h  a r e  d e v e lo p e d  m u st  in  th e  f i n a l  a n a l y s i s  r e l y  c o n s id e r a b l y  up on  th e  s t a t i s t i c - g a t h e r i n g  c a p a b i l i t i e s  an d c a n d id  d i s c l o s u r e s  o f  i n d iv i d u a l  c o u n t r i e s .

Th e O v e rse a s  D ev elo p m en t C o u n c il  in  19 73  p u o l i s h e d  a s t u d y  o f  an  a p p ro a c h  to  m e a su r in g  r e l a t i v e  c o n d i t i o n s  o f  th e  w o r l d 's  p o o r  by  g a th e r in g  d a t a  up on  an d a s s i g n i n g  r e l a t i v e  w e ig h ts  t o  t h r e e  i n d i c e s ;  n a m e ly , l i f e  e x p e c ta n c y  a t  ag e  o n e , i n f a n t  m o r t a l i t y ,  an d b a s i c  l i t e r a c y .  Th e r e s u l t a n t  i n d i c a t o r ,  c h a r a c t e r i z e d  a s  th e  " P h y s i c a l  Q u a l i f y  o f  L if e  I n d e x ,"  was  p u t f o r t h  a s  d e s c r i b i n g  t h e  m e e ti n g  o f  th e  m ost  b a s i c  o f  hum an n e e d s ,  i . e . ,  l i v i n g  l o n g e r ,  h a v in g  o n e 's  c h i l d r e n  l i v e ,  an d m e e ti n g  a d e s i r e  f o r  l i t e r a c y  a s  a m ea ns  o f  g r e a t e r  s o c i a l  p a r t i c i p a t i o n .  Th e d e v e lo p m e n t o f  th e  in d ex  was  p re m is e d  up on  th e  s u p p o s i t i o n s  t h a t  (a )  a l a r g e  p r o p o r t io n  o f  th e  huma n r a c e  w i l l  l i v e  w i th  v e r y  lo w p e r - c a p i t a  in co m es f o r  d e c a d e s  t o  co m e,  an d (b ) t h e r e  i s  no  a u to m a t ic  c o n n e c t io n  b e tw e e n  in co m e an d th e  l i f e - q u a l i t y  r e s u l t s  t h a t  c a n  be  a t t a i n e d .  The s tu d y  an d i t s  r e s u l t s  h av e  m et  w i th  r e s i s t a n c e  in  th e  d e v e lo p m e n t com m unit y— th e  in d ex  i s  r e g a r d e d  a s  n o t  b e in g  a s u f f i c i e n t l y  a c c u r a t e  m easu re m en t t o o l  to  g au g e  th e  p l i g h t  o f  th e  p o o r .

A fo rm er IF I  o f f i c i a l  n o te d  t h a t  n e w - s ty le  p r o j e c t s  in v o lv e  h e a v i e r  r e l i a n c e  an d d e p e n d e n c e  upon c o o p e r a t i n g  c o u n t r y  b u r e a u c r a t i c  c h a n n e ls  th a n  h e r e t o f o r e .  He f e l t  t h a t  d e v e lo p m e n t p l a n n e r s  may be  g e t t i n g  o v e rc o m m it te d  co  p o l i c i e s  w h e re in  to o  much i s  a t t e m p te d  th ro u g h  l o c a l  g o v e rn m e n t r e g u l a t i o n  an d in v o lv e m e n t.  H is  c o n c e rn  i s  t h a t  th e  a v e ra g e  n e w - s ty l e  p r o j e c t  e m b o d ie s  a p p r o a c h e s  t h a t  e v id e n c e  a g e n e r a l  d i s t r u s t  o f  c o m p e t i t i v e  m a rk e t f o r c e s  (w h ic h  u s u a l l y  have been  e f f e c t i v e  in  d e m o c r a t ic  c o u n t r i e s ) ,  an d th u s  r a y  be  an

182



205

i n e f f i c i e n t  m eth od  o f  t r a n s f e r r i n g  r e s o u r c e s  f o r  d e v e lo p m e n t 
p u r p o s e s .  In  h i s  v ie w , a l o t  o f  mon ey  i s  b e in g  s p e n t  on  new— 
s t y l e  p r o j e c t s ,  b u t  t h e r e  e x i s t s  no  r e a l  p r o o f  t h a t  th e  
p o o r e s t  o f  th e  p o o r  a r e  b e in g  re a c h e d  o r  t h a t  th e  l o n g - r a n g e  
g o a l s  a r e  b e in g  a c h ie v e d .

o

* * * *
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