




This grew from an initial plan for three weeks of 
meetings to hear people’s ideas. “I offered wine 
and called it ‘Bernie’s Bar.’ Thirty people would 
show up each week, so I just kept it going. Thirty 
turned into 100 people, and it went on for a year.” 
Bernie’s Bar was useful for fleshing out issues. 
While it did not drive a specific change, it created 
a dialogue and helped drive a change in mindset 
that has become central to our way of doing 
business.

This approach to change was very different from 
“business as usual” at IFC. The immediate experi-
ence of our staff involved in those early change 
efforts was that “management has no idea how to 
do this.” Everyone was looking for a grand strategy 
and a blueprint for change. Staff, including some 
of our directors and managers, would continually 
ask for instruction, but as leaders we kept throw-
ing the questions back at them. If these initial forays 
were an awkward phase, this was also quite inten-
tional. The aim was to get people to think for them-
selves and to take initiative. Because staff members 
were not expected to sign on to one formal, top-

down change process, it allowed them to 
innovate.

Another hallmark of IFC’s approach was that the 
senior team took its own medicine. As Robert 
Hanig, an organizational learning consultant who 
worked with us through this transition, described 
it: “The senior team was a microcosm of the 
culture they wanted to create. It wasn’t subject/
object. They observed that ‘we’re perpetuating 
with our behaviors the very things we want to 
change. What about us needs to shift?’”

These early years involved lots of small experi-
ments in decentralizing operations, putting more 
people in the field, creating a commercial mindset, 
and creating new HR programs that focused on 
building a high performance culture. Some took 
root, and some did not. But more important than 
the individual changes was the fact that everyone 
experimented and paid attention to what worked.

Just as deliberately, IFC’s leaders chose not to call 
our effort an “organizational learning initiative.” We 
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decided it is better to build organizational 
learning capabilities rather than to announce 	
that this is the objective.

Our aim was also to stimulate the same kind of 
cultural change in each region. If IFC was to learn 
how to adapt to and outperform the market, 	
all regional teams had to learn how to think for 
themselves and innovate by creating new 
solutions.

Thierry Tanoh is IFC’s Director for Sub-Saharan 
Africa. His approach to leading the region today 
reflects the results of IFC’s decade of culture 
change: “I delegate a lot of responsibilities to our 
managers. I rarely order them to do something. 	
If  they consult me, I tell them what I would do if I 
were in their shoes.  But they are the ones making 
the decision. If they are wrong, they come back to 
me and we talk about lessons learned. I will give 
them clear feedback so that we all learn to do 
better.” 

IFC’s growth in Africa has been especially impres-
sive. As recently as 2003, IFC produced just $140 
million in committed investments in the region. 
After joining IFC in 2006, Thunell announced that 
we should be investing $1 billion a year in Africa. 
People doubted this was possible. But just 18 
months later, IFC’s investments in Africa had 
reached a record $1.4 billion.

A Shared Vision
A long-standing aim of the organizational learning 
field is “to make organizations worthy of the high-
est aspirations of their people.” In fact, IFC’s mission, 
and the people drawn to it, are at the very core 	
of our nine-year change effort.

As Jyrki Koskelo describes it, “It is not the organiza-
tion that made this change happen. It is the individ-
uals. As one person, you can’t assume that you can 
change the world or IFC. But we have a group of 
people who want to do the right thing. By engag-
ing all of us individually to create change, you 
actually move the organization.”

What is special about IFC is that our vision works 
both top-down and bottom-up. What started with a 
leadership dialogue about vision also tapped into 
the personal vision of a lot of people. People come 
to IFC because they care about the work. Here they 
find a financial organization that cares about more 
than just making money. Our change process has 
given a voice to what they want to do.

Dialogue about IFC’s vision stimulated a staff that 
was already passionate about IFC’s role in private 
sector development, and much of the focus from 
2000 to 2003 was on sustainability. “How can we 
help create ethical businesses in our regions?” Ques-
tions like this stimulated people’s creativity and gave 
them the freedom to experiment in their own work 
– a hallmark of an agile organization.

Our dialogue process continues today under 
Thunell’s leadership. It uses a strategic planning 
process developed in Sweden that provides a 
common language and tool for vision and values-
driven development of business, operations, and 
projects. After senior management expresses its 
overall corporate vision, values, and strategy, each 
department determines its business strategy and 
budget for discussion and approval. This process 
allows ample space for dialogue and push-back. 	
In fact, today, unlike nine years ago, our senior 
leaders really have no choice but to welcome the 
critical thinking of the people who make up IFC. 

Bottom-up Collaboration and Innovation
With our markets changing, IFC found that our 
traditional, project-based products were not 
enough. Leaders knew that regional teams would 
need to find new solutions to meet their clients’ 
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evolving needs. This meant that innovation would 
need to happen across previously stove-piped 
parts of the organization. And innovation across 
departments would require collaboration.

Sometimes innovation just means venturing 
outside of the boundaries of what is considered 
IFC’s scope to apply best banking practices in new 
ways to the situations that investment officers 
face. For most of IFC’s history, investment really 
meant project finance. Combining a shared vision 

and collaboration on small experiments has 
allowed us to shift our portfolio and offer services 
that are based primarily on what the markets 
need, rather than what we traditionally financed. 

In the IFC of a decade ago, people in the field 
often felt micromanaged. Jesper Kjaer is Senior 
Manager of IFC’s Advisory Services in the Middle 
East and North Africa. “ The thinking was ‘stick to 
what we know,’” as Kjaer remembers. “It was a 
whole shift in mindset. It was not a matter of 
issuing a memo and starting to do something 
different. It was more about providing the space 
to allow operators on the ground – like me – 	
to push the boundaries.”

In Kjaer’s region, IFC invested about $300 million 	
a year as recently as three years ago. By 2007, the 
investment had grown to $1.2 billion. As Kjaer 
explains it, “One of the reasons we are able 	to 
grow the business this way is that we have also 
been building IFC’s brand in the region. Today’s 
IFC presents itself more as a partner and provider 
of solutions than as a financial institution. A Wash-
ington-centric IFC, as we had been in the past, 
actually drove field-based people into isola-tion 
and doing their own thing. Washington didn’t 
seem to care. Now, we are more like a big, 	

worldwide network rather than a headquarters 
with satellite offices.”

Using Bumps Along the Road  
to Practice Leadership and Learning
When crises hit, organizations often “circle the 
wagons” and become risk-averse, retreating to 
what has worked in the past. When IFC was rocked 
by the second wave of financial crises in the late 
1990s, our response was quite different.

Because of IFC’s investments in Argentina, we 
faced the prospect of writing down $600–700 
million dollars in 2001–2002, which would have 
caused the first financial loss in IFC’s history. 

As senior managers, we used the prospect of a 
loss to challenge our operational leaders to cut 
costs and proactively go after new business with 
clients. We used the crisis to focus more on clients 
and put more people into the field. IFC’s first down-
sizing became an opportunity to trim the staff of 
underperformers and begin to identify the top 
people to focus on developing.

Partnerships and client relationships are the glue 
that holds institutions like IFC together during a 
crisis. Farida Khambata, IFC’s Vice President of Asia, 
Latin America, the Middle East and North Africa, 
experienced the impact of Argentina’s financial 
crisis of 2001–2002 first hand. “Our first thought 
was not, ‘how do we get out’ but, rather, ‘how do 
we engage with clients to help them weather the 
storm?’” IFC was able to react and mobilize its re-
sources quickly, committing to its first loan around 
60 days after the crisis began. “The key to respond-
ing quickly,” recalls Khambata, “was knowing our 
clients, being prepared and being flexible.”

Using these bumps in the road proactively has 
helped our staff become more confident of their 
ability to tackle unpredictable challenges in the 
future. “The Asia and Argentina crises actually 
taught us how important it is to be close to the 
market,” observed Koskelo. “When you have crises, 
you are forced to react faster than you would 
otherwise do.”
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As IFC’s senior leaders, we believe that organiza-
tional learning helped IFC weather its first-ever 
downsizing and create the “muscle” for collabora-
tion. In a complex world, we need to build the 
ability to deal with conflicts. We provided people 
with the opportunity to practice by dealing with 
these very real challenges.

Leadership Development
Because change was not a fully formed plan being 
handed down from our senior leaders, and because 
IFC was becoming more and more decentralized, 
the success of our effort at transformation depended 
on individuals. In particular, staff needed the cour-
age to break through old models of how things 
get done and the strength to be a role model for 
others.

We supported change with a strong Human Re-
sources program to recruit, develop, and recognize 
the kinds of people who could help transform IFC 
into an agile market leader. We sent people to the 
best external leadership development programs 
and created our own accelerated leadership devel-
opment programs for high performers. In a quasi-
governmental institution like IFC and the World 
Bank, recognizing high performers is not normally 
a tool that leaders can use to promote change.

This required a huge change of attitude at IFC. 
People didn’t want an “elite” in the organization 
and worried about the “middle class.” When we 
started the accelerated program, it was very 
controversial.

Staff members were initially uncomfortable with 
differentiation. Since 2000, we have aimed to build 
a high-performance culture where staff are recog-
nized and rewarded based on performance and 
results achieved. We have implemented a robust 
incentive program to strengthen the link between 
organizational and individual performance, with 
an emphasis on accountability for results.

Recruitment and recognition in the field
To reflect our approach to change, IFC leaders 
have been very flexible in our recruiting initiatives, 

giving each region the room it needed to create a 
program that would work in the markets it serves.

For example, IFC had been struggling to succeed 
in Africa for years. When the economy there started 
to strengthen, it created a window of opportunity. 
Thierry Tanoh was able to promise people he 
recruited that their work would be visible to IFC 
leaders, and that they would be strong candidates 
for IFC’s leadership development programs. “This 
is not a one person effort,” as Tanoh explained it. 
“You need a team of people. The most important 
thing is to be able to recruit people who have a 
passion for Africa.” 
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Tanoh was strict about which staff he recommended 
to the corporate panel overseeing the promotion 
process, but he has built a track record of getting 
100 percent of the people he put forward pro-
moted. That has made it easier for him to recruit 
talented people. “People here feel like they are 
part of a winning team.” 

An emerging success: Sustainability
An example of how our organizational learning 

approach to change has played out is IFC’s extra-
ordinarily successful venture into championing 
sustainability.

In the late 1990s, Environment and Social Devel-
opment was a department of about 70 people 
that had been treated as a sort of policing func-
tion. It was seen as a constraint on business, often 
blocking projects from happening. As Bernie 
Sheahan recalls, “This department and the rest 	

By 2006, IFC was able to expand its ability to achieve its mission…

IFC’s Reach
Reach indicators give an indication of the people touched by IFC’s activities.

Investments, 2006				    Advisory services, 2002–2006
Hospital patients treated: 4 million			A  ssisted 1,768 banks
Students educated: 350,000			A   ssisted 40,000 entrepreneurs
Electricity customers served: 9.5 million
Water customers served: 15.3 million
MSME loans: 5 million
New phone connections: 53 million
Local purchases by IFC clients: $31 billion
Community development spending by clients: $250 million

…in “frontier markets” with a higher risk profile…

�     r ef  l e c t i o n s  |  v o lume    9 ,  Numbe     r  1        	 reflections.solonline.org fe  at u r e  |  be  r r y,  heg   n g i ,  d a r l i n g      �



…while growing and aggressively decentralizing its staff…
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…and still improving its operational performance. 

IFC Investment Operations and Resources ($ millions) as of 1/31/08

FY03 FY04 FY05 FY06 FY07 5-year total

Investment commitments

Number of projects1 204 217 236 284 299 1,240

Number of countries 64 64 67 66 69 – 

Total commitments signed2 5,037 5,632 6,449 8,275 9,995 35,388

Investment disbursements

Total financing disbursed 4,468 4,115 4,011 5,739 7,456 25,789

Committed portfolio3

Number of firms 1,378 1,333 1,313 1,368 1,410

Total committed portfolio2 23,379 23,460 24,536 26,706 30,954

1   Includes first commitment to projects in the fiscal year. Projects involving financing to more than one company are counted as one commitment.
2  Includes loan guarantees and risk management products. 
3  Total committed portfolio and held for others include securitized loans.

*    As of 01/31/2008
**  This financing is not included on IFC’s balance sheet.
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of IFC had seen each other as working at cross-
purposes for years. People tried to get around 
environmental issues.”

To respond to a rapidly changing external envi-
ronment and to respond to the voices of our stake-
holders who were urging us to change how we 	
do our work, IFC’s leaders launched an initiative to 
transform this constraint into a value stream. Our 
vision was to create a financial institution that not 
only builds the private sector but does it in a way 
that is sustainable for the environment and for the 
communities it serves. We want clients to come to 
IFC because we are focused on these issues, not 
avoid us because we are.

The drive to change IFC’s orientation toward sus-
tainability also changed the tone of discussions 
with the Board of Directors and IFC’s key sharehold-
ers. By shifting from an internal focus on compli-

ance to an external focus on creating value, sus-
tainability shifted from being a liability to being 	
an asset.

As Sheahan recalled the shift, “Sustainability 
helped us articulate more clearly how the public 
good fit into our business model, at a time of 
increased concerns around these issues from both 
shareholders and clients.” Rather than being a drag 
on performance, sustainability became an impor-
tant contributor to growth. It has helped us focus 
on our real objectives. 

Dialogues like Bernie’s Bar helped get the train 
moving. “We went through a very involved one-to-
two year launch process,” recalled Sheahan. “It was 
very grassroots-driven. Organizational learning 
was a key part of getting people to buy into the 
vision and to figure out how to deliver it.”



 IFC will continue to face new  
major challenges as it continues to 
become a global entity. “There is 
no time to sit back and say, okay, 
we’ve done that. We need to  
keep moving.”

IFC leaders held a series of breakfasts to talk with 
staff. These conversations led to large-scale train-
ing of 500 to 600 people, to help everyone under-
stand why sustainability was important and how 
to work with IFC’s clients in this area. The process 
helped develop our thinking about how sustain-
ability would help clients and build on IFC’s 
comparative advantages.

As a result, experiments sprang up in IFC offices 
around the globe. Jesper Kjaer recalls a key ex-
ample from his own work. “In 2003, we worked 	
on an expansion of a large aluminum smelter in 
Mozambique. It was our largest investment in the 
country up to that time.” On top of the investment, 
IFC provided a sustainability package that included 
community development and small business 
supply-chain development. “We developed smal-
ler businesses to supply this larger project. That 
was considered a very successful project and a 
role model about how such work could be done.”

The strong interest in sustainability led to the pub-
lication of a book, Developing Value, which high-
lighted the synergy between sustainability and 
financial performance. “Our positioning as distinct 
from other multilaterals helped change our momen-
tum in the marketplace,” explains Sheehan. “Now 
we could add value to what clients were doing, 
not just be someone else selling them a product.”

In 2002, IFC convened a meeting of leading 
financial institutions that were facing major 
criticisms from nongovernmental institutions on 
environmental issues. IFC offered to help these 
institutions grapple with these issues. Within two 
months, the discussions inspired a group of banks 
to come up with joint policies, and they decided 
that IFC’s policies were the best available in the 
market. Together, we and the banks drafted the 
Equator Principles.

Bill Bulmer was involved in developing the 
standards. The whole global finance world was 
literally waiting for us. “It was something that 
some colleagues in the World Bank Group said we 

couldn’t do. Because it was such a political issue, 
they predicted that it would take eight or nine 
years. But we couldn’t wait that long.” The Equator 
Principles were launched in 2003 with 10 leading 
international banks. Since then, the number has 
grown to about 60 Equator financial institutions, 

including some key banks in developing countries.
IFC’s leadership on sustainability and involvement 
in the Equator Principles has had a lasting, positive 
effect on employees and IFC stakeholders. This 
work has raised IFC’s profile in the marketplace. “As 
an institution, we’ve adopted an approach to sus-
tainability that combines risk management – the 
bedrock of any successful business – with identify-
ing market-based opportunities to improve over-
all business performance,” says Rachel Kyte, IFC’s 
Vice President for Advisory Services. But it is clear 
to everyone within IFC that the institution cannot 
succeed on one good idea. The rest of the finan-
cial world has begun to embrace sustainability, 
which represents a big success for IFC but also 
poses a new business challenge to differentiate 
ourselves. It means that we must continue to 
create the space for innovation.

IFC’s Future
Our mandate for 2008 and beyond is simple. In 
2007, 37 percent of IFC’s investments were in the 
81 poorest countries. The mandate is to increase 
that figure to 50 percent by 2011.  This will mean 
investing in key sectors, such as infrastructure and 
microfinance, while supporting the integration of 
regional markets. As described by Thunell, “IFC will 
continue to create opportunities for millions of 
people to escape poverty and improve their lives.” 
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Our future success, as the past nine years have 
demonstrated, will depend on our staff listening 
to their clients and continuing to create innovative 
solutions for changing markets. This is an even 
bigger challenge in an environment where many 
staff can move to other, more lucrative jobs in the 
private sector. “The markets have been good,” 
warns Bill Bulmer. “In the past, we have been able 
to recruit high quality staff. But for the first time, 
we are seeing real difficulties in recruiting people.”  
The factors include stiff competition for talent in 
emerging markets and, most recently, the weak-
ening of the dollar.

But our senior leaders and regional leaders are 
confident that, if we stay true to our approach to 
change, the whole organization can rally around 
the challenges lying just over the horizon. 

“We will be challenged for years to come,” proposes 
Koskelo. “New frontiers are always emerging. But 
I’m looking at a much longer historical track. If we 
set our minds to do something, we can do it, be-
cause we have so many highly skilled, motivated 
staff.”

”With the growth targets we have now,” comments 
Bill Bullmer, “the ability to learn as we go along is 
so crucial to the ongoing performance of the 
organization.” IFC will continue to face new major 
challenges as it continues to become a global 
entity. “There is no time to sit back and say, okay, 
we’ve done that. We need to keep moving.”

Bulmer recalls what he learned while working on 
the Equator Principles. “We like to have black-and-
white answers to everything. ‘Yes, they are in com-
pliance. No, they are not.’ But life is messier than 
that.” IFC must continue to earn its reputation in 
the marketplace. “We earn our reputation by 
addressing risk, not by staying away from difficult 
issues. We have an expectation that we will do 
everything perfectly, but we can’t. What we can 
expect is that if there are problems, we will 
address them and learn as we go.”

“I happen to think IFC’s glory is still to come,” ob-
serves Koskelo. “If I look back at the last 20 years, 
I’m much more confident in IFC’s ability to create 	
a difference than before. I look at the staff, at our 
global coverage and the breadth of the organiza-
tion, compared to what we had before. If we fail 
now, there’s something really wrong.”  n
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