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Cesear Virata 

November 29, 1991 - Verbatim 

FOREWORD 

 

 

The following is a transcript of an oral interview conducted by the authors of the World Bank’s 

fiftieth anniversary history:  John P. Lewis, Richard Webb and Devesh Kapur, The World Bank:  

Its First Half Century, Washington, DC:  Brookings Institution Press, 1997.  It is not a formal 

oral history, and it is not a systematic overview of the work of the person interviewed.  At times 

the authors discussed the planned publication itself and the sources that should be consulted; at 

other times they talked about persons and publications extraneous to the Bank.  Some interview 

tapes and transcripts begin and end abruptly.  Nevertheless, the World Bank Group Archives 

believes that this transcript may be of interest to researchers and makes it available for public 

use. 
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[Begin Tape 1, Side A] 

 

VIRATA:  . . early ’86 [inaudible] operations [inaudible] 

 

WEBB:  Do you remember what this first loan was? [apparently looking at a list of World Bank 

projects] 

 

VIRATA:  I don’t know. 

 

WEBB:  We should know that. 

 

VIRATA:  I don’t know whether this is energy, being a hydro.  This list begins in ’75 . . 

 

WEBB:  ’75. 

 

KAPUR:  No, that’s the date of the report.  It’s not the date . .  

 

WEBB:  Ah, but then the order is not the order of the actual . . 

 

VIRATA:  Let me see. 

 

KAPUR:  These are the OED [Operations Evaluation Department] reviews. 

 

WEBB:  So this is the order in which the OED evaluated, so this order might be different from 

the . . 

 

VIRATA:  I forgot, because the one could be being a hydro and then probably the 40 million is, 

I think, the Pampanga project, irrigation.  I think this one is irrigation. And I don’t know, this 

third one might be the UP [University of the Philippines] College of Agriculture, one of the first 

education loans granted by the World Bank.  

 

But there was a first attempt in borrowing right after the war.   

 

WEBB:  Really? 

 

VIRATA:  And it was not approved.  The war reconstruction.   

 

WEBB:  It was an initiative by the government? 

  

VIRATA:  Yes, by the government.  Probably that was in 19—when the Bank was very new, 

probably 1948.   

 

WEBB:  How extraordinary.  Well, that must be in the files.  There must be some memorandum. 

 

KAPUR:  Why was it rejected?  On grounds of creditworthiness? 
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VIRATA:  Probably.  Our economy was so destroyed by the war; we were heavily damaged in 

the course of the five years.  And then I think after that failure to get any assistance then I think 

the government went to the U.S. and they sent a mission.  I think they got some assistance. 

 

WEBB:  That is perhaps the reason why it was so long before the government became a 

borrower. 

 

VIRATA:  Then we—I remember we had one, well, Ex-Im Bank, the U.S. Export-Import Bank, 

the Ambuklao, which was the hydro.  That was why I was referring to being a hydro because 

after the Ambuklao of National Power Corporation, then came the lower down, which was the 

Binga, and it was already financed by the IBRD [International Bank for Reconstruction and 

Development]. 

 

WEBB:  By IBRD? 

 

VIRATA:  IBRD, yes.  And during that time—well, aside from USAID [United Sates Agency 

for International Development]--we were negotiating with Japan for reparations.  There was the 

so-called War Damage Act of the U.S. to reconstruct buildings, reconstruct sugar mills that were 

destroyed, so many things were destroyed, coconut oil mills . . .  

 

WEBB:  This act, how was it financed? 

 

VIRATA:  Well, the War Damage Act was financed by the U.S. and the Japanese reparations 

were by Japan, of course, as payment for what they destroyed here. 

 

KAPUR:  Was that mainly the ‘50s or more in the ‘60s? 

 

VIRATA:  Well, it started, I would say, probably middle ‘50s. 

 

KAPUR:  And it went on ‘til? 

 

VIRATA:  Went on for, I think, a period of ten years, as far as the programing of the payments 

and the approval of projects under those war damage acts.  

 

KAPUR: Sequentially, from after the war ‘til about late ‘50s the U.S. picked up a lot of the bills; 

after that it was more Japanese money in the ‘60s . . 

 

VIRATA:  I think so.  That was the . . 

 

KAPUR:  . . and then the World Bank emerged after that and the ADB [Asian Development 

Bank].  

 

VIRATA:  And I suppose the early ‘60s  or the late ‘50s we started with the World Bank.  But 

you’ll have to check all of these leads. 

 

WEBB:  We can check, yeah.  We’re trying to get a first sense of an outline of the relationship. 
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VIRATA:  Yes.  Maybe if you inform me and then I can point for you.  By the way, Placido 

Mapa is now president of Metro Bank.  It’s probably, what, the second or third largest bank, 

commercial bank, here.   

 

WEBB:  Just in terms of periods it seems clear that this is—there’s a big change here.  

[Diosdado] Macapagal was . . 

 

VIRATA:  Macapagal was up to ’65, and then ’66 [Ferdinand E.] Marcos came in.  Most likely 

the projects, say, in ’66 or ’67 were still largely prepared during the Macapagal period because of 

the lead time.   

 

WEBB:  This jump here—the change, the political change here is the martial law. 

 

VIRATA:  Yes.  Martial law was declared late in ’72.  But I would say the real cause for this 

this jump was that, one, when I became finance minister in 1970, well, I thought we had a very 

small budget.  You know, our budget then was only 4 billion pesos total, including the capital 

budget.  And . . 

 

WEBB:  Four million? 

 

VIRATA:  Four billion, four billion.  I don’t know what would be the equivalent now; you can 

work it out.  But you can imagine—now we are talking of deficits of “only” 30 billion.  And the 

budget for ’92 is I think 308 billion.   

 

And the capital budget was around 900 million pesos so, well, I thought that, you know, I could 

induce the various departments and ministries to study projects and if they passed the test, then 

we could approach the financial institutions.  So that was my approach to the various 

departments, suggesting to them some ideas and if they needed help we were going to help them 

or secure help--consultants and what not--in order to prepare the projects.  So there was this lead 

time.   

 

But in 1971 actually our budget shrunk.  We had a severe devaluation in 1970 because after the 

election in ’69 (or before that) the president did not like to move anything on the exchange rate, 

various reforms and what not, so we were run down to the bone.  So there was a February—ten 

days after I became finance minister we had this huge devaluation, 65% devaluation, from about 

390 to, I think, 390 to 645, something like that.  It settled at around 645.  And we adopted from 

then on a closing rate, so we were one of the early—compared to the floating rate. 

 

KAPUR:  At that time the World Bank was not really involved? 

 

VIRATA:  It was largely the IMF [International Monetary Fund].  But I suppose the World 

Bank—I don’t know; I was too new.  But what I knew walking around—I think it was [Canessa 

Hassan phonetic], who was then head of mission of the IMF, and the Indian—what was his name 

in the IMF, the head of the Asian Department of the IMF before Tun Thin—forgot his name 
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[Dattatraya Sitraram Savkar].  Well, anyway, there was an Indian head.  And so we had a 

devaluation.  So many problems came about after that.  

 

WEBB:  Were you already talking to the World Bank?  Well, you must have been on other 

projects. 

 

VIRATA:  Well, in 1970 I started talking with the World Bank, right after the airports, 

devaluation, we were able to pass the export acts in order to reduce the inflationary effect of the 

devaluation brought about by--because our exports then were largely the so-called traditional 

products now, like sugar, like coconut.  And we wanted a recapture of the money to avoid 

inflation and partly finance the government departments because of the devaluation.  And the 

capital budget shrunk farther because of the devaluation.  So, well, in ’72 we were sort of 

stabilized, but there was a very, very big flood in (I think) July, August of 1972 where the island 

of Luzon was in effect split into two islands because the Manila Bay and Lingayen Gulf, the 

waters joined.  

 

WEBB:  Incredible. 

 

VIRATA:  The entire central plain was full of water. 

 

WEBB:  That’s all agricultural. 

 

VIRATA:  That’s all agricultural.  Forty days of heavy rain because there was a stationary low 

pressure area, two of them, in the north, socking in all of the southwest monsoon.   

 

So, well, after that we had--September, martial law was declared.  And then, well, we didn’t have 

the political and military role, so we took advantage of the situation from the economic 

viewpoint in revising all of our laws.  So our work was basically legislative because so many 

things were bottled up in our Congress.  We could not have tariff reform; we could not have, you 

know, things that would be good for promotion of exports; local government, so . . . 

 

WEBB:  Financial system, banks? 

 

VIRATA:  Yeah, financial system.  That’s why we had set up that commission between the IMF 

and Central Bank of the strengthening of the financial system.  We had revisions in the tax code, 

tariff code, insurance code.  We produced a local government tax code, property tax code, export 

processing zone, so many things, so I think because of those things the World Bank got 

encouraged because the projects coming in and we had all of these reforms. 

 

WEBB:  So you had already been doing the homework for projects for years. 

 

VIRATA:  Yes, that’s right.  And then ’73 and ’74 were the relatively good years for the 

commodities.  So we had--I think we even had a budget surplus then so we could get started on 

these projects.  And Filipinos were more disciplined during those early years of the martial law 

so we could get implementation much better.  [Laughter] 
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And, by the way, in 1970--well, I spent, of course, a great deal of time with our Congress in 1970 

because they were investigating me: why there was a huge devaluation, why we were proposing 

this and that for the export tax, you know.  We were up against all of the vested interests and 

taking away 20% of their money.  Devaluation went forward, so you can imagine the resistance.  

But fortunately the President met all of them, and he finally by agreement agreed to a 20% 

export tax. So it went through Congress, the political leaders and the vested interests.  

 

In 1970 we also approached the World Bank for the formation of the Philippine consultative 

group.  So the first meeting to consider the consultative group was done in November of 1970 in 

Paris, that is to consider the formation. 

 

WEBB:  Has it been continued since then? 

 

VIRATA:  Yes.  There were a few skips, and lately the change had been in this called—well, it 

depends on which side you look at it because it is called Philippine Assistance Program here, and 

then you have the MAI—multilateral assistance initiative--from the U.S., Japan.  So it became 

more of a consortium type.  But through many years we had this consultative group where we 

present the projects; the Philippine planned the projects and change optics every year.  

Sometimes it’s about agriculture, sometimes about energy because during that time energy 

became a very critical concern. 

 

KAPUR: The first time the group met was . .  

 

VIRATA:  ’70—’71. 

 

WEBB:  November ‘71? 

 

VIRATA:  No, 1970 was only a meeting to consider the formation and, well, there was a 

decision to--donor countries agreed to it.  The only negative comment I remember was that of 

France.  The French representative said, “Ah, the Filipinos don’t need that.  They can manage as 

well even without us, without the formation of the consultative group.” 

 

WEBB:  What was behind that comment? 

 

VIRATA:  I don’t know.  Maybe--you know the French, sometimes they . . 

 

WEBB:  Protecting their colonies? 

 

VIRATA:  I don’t know, but that was one of the comments.  Actually, they were praising us and 

so on:  “You don’t need this. You don’t need this advice and whatnot.  You can manage.” 

 

WEBB:  Do you remember if in ’70 the Bank itself suggested the creation of the consultative 

group? 

 

VIRATA:  Well, it was one of those things that was passed on to me by my predecessor, 

Secretary [Eduardo] Romualdez, and I don’t know whether—he is one person that you can also 
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contact because he was our Secretary of Finance from 1966 to 1970.  And his son, Antonio 

Romualdez, also became at one time our representative at the World Bank.  He resides now in 

Washington. 

 

WEBB:  And the father, what’s his name? 

 

VIRATA:  Eduardo.  And then he became the ambassador to the U.S. after 1970.  And before 

that he was president of Philippine Trust; at one time he was president of the Multinational Bank, 

and then I think he was chairman of Philippine Airlines, something like that.  So maybe that’s 

one other person while you are in Washington you can talk to. 

 

You know our history in the World Bank.  We are with Latin group.  We are with Brazil, 

Colombia, Ecuador, Dominican Republic, now Haiti is part of our group  

 

WEBB:  A mixed group. 

 

VIRATA:  Oh, yes, it’s a mixed group. 

 

WEBB:  In the Fund too, of course. 

 

VIRATA:  In the Fund we are with the Australian, New Zealand, Korea group.  But we have 

been changing.  We were with the Middle East group at the very start.  The one who became at 

one time the representative of Saudi Arabia, but he was Egyptian.  And we used to belong to that 

group for a very long time, until during my time as Minister of Finance I started looking for 

other associations because we wanted to be represented in the Board, some rotation system 

where we could take a place in the Board, and in other groupings we had very little chance.  So, 

well, I would say that after preparation then we had better performance, and that is maybe some 

why we were able to increase the level of development financing. 

 

KAPUR:  To go back to the last point, when you choose to shift from one group of the Board to 

another, that is entirely your decision and the decision of the countries that belong to the group 

you are moving into? 

 

VIRATA:  Well, all of this is done by negotiation.  At the election period in the World Bank and 

in the IMF, that is every two years, there are sometimes realignments.  For example, at one time 

we were able to negotiate to join the group of Vietnam, Republic of China, South Korea, and the 

Philippines. That was a seat occupied in the IMF. That was a seat occupied by China, and, well, 

China was willing to step down because at that time they were under attack already by the PRC 

[People’s Republic of China].  You know, they were trying to be ousted from the UN as the sole 

representative of China. And so we were able to bargain, you know, that in the rotation we would 

be part of the rotation and we would the Executive Director of that group.  That’s why Doctor 

Mapa, even for a short time, became an Executive Director in the Fund.  Our first chance, except 

that, you know, after a short period of time the vote in the UN changed and PRC was admitted, 

so the group broke apart.  So Korea and Philippines tried to negotiate with Australia then, 

Australia and New Zealand.  And it so happened during that time South Africa was in that group.  

Of course we were—there were these UN sanctions against South Africa, and we also joined the 
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pressure in saying that Australia should remove South Africa in their grouping, which they 

subsequently removed, that is following the UN.  So that is why we are still with this groupings. 

 

We of course considered high in our priority whether to join the Southeast Asia group, but our 

problem with the Southeast Asian group was it will take us a long, long time to be represented in 

the Board in the rotation system, and we thought that we could not wait that long and that since 

we could be in the—not really the Executive Director but at the Alternate level at an earlier 

period with this Australian group, so we chose to be in that group.  And we were reasoning that it 

is better to have many more friends than to concentrate in one particular grouping.  So that is the 

way we have been. 

 

WEBB:  It is a curious arrangement. 

 

VIRATA:  Oh, yes, there are many curious things in these groupings in the . .  

 

WEBB:  Board. 

 

VIRATA:  Yes.  Many curious . . 

 

WEBB:  Combinations. 

 

VIRATA:  Combinations. 

 

KAPUR:  ASEAN [Association of South East Asian Nations] has not taken a stand to have a 

common grouping in both Fund and Bank? 

 

VIRATA:  Well, basically there is but still somewhat loose because, well, I think Vietnam is 

part of ASEAN being represented.  So in the Fund you have, for example, Netherlands, it’s an 

odd group also, you have Netherlands, Israel, what--Turkey or something like that.  I don’t 

remember them too well now, but there are very many odd groups in the Fund. 

 

WEBB:  When you say “be on the Board,” is the Alternate Director, does he have a right to 

attend or it depends on the principal director? 

 

VIRATA:  Well, it depends a great deal on the principal Director, but they are always there and 

they can always speak for the chair and they usually have—because there are so many matters 

taken up in the Fund, if it’s both developed and developing countries, unlike in the World Bank 

where you only take up loan matters, basically, and fundraising, but in the Fund you have 

consultations with the major developed countries.  So it’s a continuous stream of papers twice a 

week, so they have assignments that you do this, you do that, so the ED [Executive Director] 

does not usually attend all of the meetings.  

 

WEBB:  Mr. [Ernest] Leung is the . .  

 

VIRATA:  Executive Director now. 

 



9 

 

Cesear Virata 

November 29, 1991 - Verbatim 

WEBB:  After Malan? 

 

VIRATA:  Yeah.  Pedro Malan.  

 

WEBB:  And is he also on the Fund Board, Leung? 

 

VIRATA:  No.  We have relatively, we have no, we are not—we are only in the Assistant level, 

I think, in the Fund.  But at one time Ernest was, I think, Alternate in the IMF and Pauli 

Romualdez was--because I tried to shift them from Bank and Fund to give them a broader 

viewpoint.  [Romeo] Bernardo the same.  

 

WEBB:  It’s a marvelous education. 

 

VIRATA:  Oh, yeah.  And Bernardo, also, I sent him to Geneva to trade matters.  He was in the 

Geneva post where we have trade matters. 

 

WEBB:  Well, all things seem to come together in ‘71, ’70, and the Bank itself was looking to 

increase its lending substantially. 

 

VIRATA:  In ’76—well, we had the Bank-Fund meeting here.   

 

WEBB:  Really? 

 

VIRATA:  Yes, in 1976.  And I think you can refer to the book that was published in 1976 about 

the Philippines by the World Bank because we encouraged them to review our past history—

well, it was a backward and forward, because we encouraged them to review our plans and what 

should be our future development.  So I think—this one [seems to be looking at a publication] so 

you will have some basic reference.  I am sure they abound in Washington. 

 

WEBB:  In the ‘70s did you have a particularly close relationship with some staff member in the 

Bank, some director? 

 

VIRATA:  I would say so.  I came to know so many of them, including the President, [Robert 

S.] McNamara, because in ’76 I got elected also as chairman of the Development Committee. 

 

WEBB:  Was John there at the time, John Lewis? 

 

VIRATA:  Yes.  I came to know--and I think John Lewis, I came to know him also—OECD 

[Organization for Economic Cooperation and Development]? 

 

KAPUR:  He was chairman of DAC [Development Advisory Committee] in ’79.  

 

VIRATA:  Because I was chairman for two terms in the Development Committee, from 1976 to 

1980.  And I think John also attended—I was also part of the Group of Thirty, and I think John 

also attended the Group of Thirty meetings. 
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WEBB:  What about the vice presidents?  Was there kind of a continuing relationship with the 

director or was there a lot of change?  A good relationship? 

 

VIRATA:  I would say it’s a good relationship.  We had Greg [Gregory B.] Votaw, I think, in 

the beginning as director. 

 

WEBB:  Greg Votaw? 

 

VIRATA:  Yes.  Greg Votaw.  He’s now one of the consultants of MSI in Washington, DC. 

 

WEBB:  It’s a firm, a private company? 

 

VIRATA:  Yes, called Management . . 

 

WEBB:  I’ve heard the name. 

 

VIRATA:  Once in a while he comes here.  Well, last year or two years ago he was here with 

ADB [Asian Development Bank], I think, doing—yeah, Management Systems International, 

Incorporated. He was doing the major guidelines for environmental assessments for ADB.  He 

was one of the consultants. 

 

KAPUR:  Which years were your association with him? 

 

VIRATA:  Well, I think the first one was Ray [Raymond] Goodman, then I think Greg Votaw, 

because Ray was I think transferred somewhere in the Bank.   

 

[Interruption] 

 

VIRATA:  Then Shahid Husain. 

 

KAPUR:  Shahid Husain, but before him was Bernie [Bernard A.] Bell.  

 

VIRATA:  Bernie Bell was the vice president during McNamara.  Then Ernie [Ernest] Stern. 

 

WEBB:  Ernie Stern was a regional vice president at that time?  I had forgotten that. 

 

VIRATA: No, no, he was in, what, Loan Committee or something like that.  

 

WEBB:  I see. 

 

 VIRATA:  I don’t know the dates.  People were shifting. [Hollis] Chenery was in.  Then 

Chenery was replaced by, what, Mahbub [ul-Hoque]?  No, no, by Anne Krueger. 

 

KAPUR:  Right. So your relationship from ’71 almost grew steadily. 

 

VIRATA:  Steadily, yes, well . . 
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[End Tape 1, Side A] 

[Begin Tape 1, Side B] 

 

VIRATA:  . . in concepts also we were changing from projects to more sector loans and 

eventually program lending. 

 

WEBB:  With ’80, ’81, you had one of the first structural adjustment loans. 

 

VIRATA:  That’s right because you see we were bottled up by Congress.  We could not do tariff 

reform, so one of the first things we did in 1972 was tariff reform.  And we were able to 

convince the President that we should enter into the GATT [General Agreement on Tariffs and 

Trade] system because Congress was against our entry into GATT.  Our first attempt was in 

1956, I think; they voted no.  So we were able to negotiate our entry into GATT in late ’73, ’74.  

And we joined the copyright in 1974.  The start of our reductions, binding negotiations, so when 

it finished in 1978 came another opportunity to farther improve our system.  So we asked the 

World Bank again to continue because—well, reducing our protection, making our economy 

more outward looking because we were suffering from these highly import substitution type of 

industrialization.  And the way we look at it is that there was really no way to stabilize the 

Philippine economy unless we had more for exports because every time we improved the 

economy internally it sucks in a lot of imports and it does not push out the exports.  So that is 

why Philippine development has been undulating like that: every time you improve you slow 

down because you run out of foreign exchange.  Now this year we are in a build-up stage of our 

foreign exchange reserves because we have the slowdown.  So with reserves higher, people get 

ideas again.  So . . . 

 

WEBB:  In the Bank around, starting ’79, I guess, there was quite a finance change in priorities.  

That’s my impression.  I should mention that I worked in the Bank for five years, 1975 to ’80. 

And then I went back to the central bank of Peru.  So I was . . 

 

VIRATA:  Who was then in the central bank? 

 

WEBB:  In Peru? 

 

VIRATA:  In Peru. 

 

WEBB:  ’77.   

 

VIRATA:  Carlos . .   

 

WEBB:  Santisteven.   

 

VIRATA:  Santisteven.   

 

WEBB:  You remember him? 
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VIRATA:  Sure. 

 

WEBB:  He was governor for one year in ’77, I think, ’78.  Then came Manuel Moreyra.  Then I 

became governor for five years with the new government.  You must know Manuel Ulloa.  He 

was my minister. 

 

VIRATA:  Yes. I was in Lima last year.  There was a seminar in the—what was that bank? 

 

WEBB:  Continental Bank? 

 

VIRATA:  We went to speak about the [inaudible] in ’63, what the former president was 

[inaudible] and [Francisco] Morales Bermudez. 

 

WEBB: The general.  

 

VIRATA: Yes. The general.  My first time in Lima was in ’71 prior to the UNCTAD [United 

Nations Conference on Trade and Development] in Santiago where the Group of 24 was created.   

 

WEBB:  Morales Bermudez was a minister then. 

 

VIRATA:  That’s right.  I came to meet him at that time. 

 

WEBB:  He had been minister before in the previous democratic government but he only stayed 

about, I think, six weeks.  He got disgusted and resigned. 

 

VIRATA:  This year I was invited again, last September, but I could not go.  I think there was 

another seminar by [inaudible] 

 

WEBB:  It’s a bit sad to visit Lima. After ’97 [inaudible] regression, broken down. 

 

Well, when I recall quite the quick change in priorities in the Bank, away from basically progress 

development without too much concern—there’s always concern but it was not a number one 

preoccupation with the financial sector policy, tariff policy, et cetera, et cetera, even the macro.  

But at the end of the ‘70s there’s a change and then when around ’80, ’81 with Anne Kreuger, 

Ernie also, much more emphasis on policy, liberalization.  And this coincides here also with the 

Philippine shift into reform—really a new round of reforms after 1970, ‘72.  Was that a change 

more or less that occurred parallel?  Was the World Bank influential here in making you 

proceed, change your priorities? 

 

VIRATA:  Well, I would say probably reinforcing because we had that task already.  And they 

reinforced that a great deal.   

 

But I know, for example, in one area in which we had been weak was population [inaudible] for 

example, you need to talk to Mapa.  He used to fight McNamara when it came to population 

because he is a very devout Catholic and he as a Philippine representative he generally does not 

follow the basic thrust of government.  He has his own individual beliefs:  pro-life and . . . 
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KAPUR: This was like which year?  When McNamara started to push for the population 

program in the mid-‘70s?   

 

VIRATA:  Yes, although we had already one population program here because President 

Marcos signed the UN in 1968 [inaudible].   I thought he was brave in doing that because it was 

a year before his reelection.  [Laughter] 

 

WEBB:  Even now there’re big questions about [Fidel V.] Ramos because he’s Protestant. 

 

VIRATA:  That’s right. Well, the cardinals have been on the scene against this [inaudible], but it 

would be very embarrassing for him, for a Catholic country to elect a non-Catholic even though 

a Christian. 

 

So, well, that was another thing that the World Bank—well, we started another financial reform 

of the system in 1979 because I thought that if we can have term transformation of the savings, 

we could finance so much of our medium term requirements rather than borrowing from abroad.  

So we involved the World Bank in trying to determine whether—because we thought, well, if we 

expose this move to the international community then there would be greater support in the way 

the banking system can open an relationship with the international financial community.  There 

was a study on the stability of our proposals within the system because two-thirds of our deposits 

are international and they were largely short-term deposits but can they be used for medium-term 

financings, what I thought were expansions of existing terms so that we don’t want to [inaudible] 

very new ventures there should be development by, private developments should do that.  But 

maybe expansions can be handled with the trade commercial agent system.  We got the Mexican, 

former governor of the central bank, Ernesto Hurtado, as another consultant to examine what we 

were going to do.  So we finally came up with this so-called expanded commercial banking 

order, universal banking, removing all the banking restrictions, because we were following the 

Glass-Stegall Act, an implant of the U.S. system which we thought was probably not the right 

approach to banking.  So there we got support again.  And that kind of reform is still continuing, 

as far as the World Bank is concerned:  improvement of supervision, liberalization. 

 

WEBB:  It’s still a struggle. 

 

VIRATA:  It’s still a struggle.  First was increasing capital, changes in strengthening of what we 

call the dosti that is loans to directors of firms, shareholders and related interests because we 

examined the main causes of failures were:  they were paying the costs to themselves. 

 

KAPUR:  The adjustment loans, the first ones, was it your sense that since the World Bank itself 

was also pushing, it what you yourselves wanted, did you use the Bank’s new conditionalities to 

convince other groups within the government this is what you have to do? 

 

VIRATA: Well, we—well, at that time Minister [Jaime] Ongpin I would say was more 

agreeable to the reforms because we had to deal with the protected sector, we had to deal with 

them and they have large political power.  So and of course there would be arguments:  where 

are you going to get foreign exchange if you liberalize imports?  And precisely the objective of 
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the loan was to help us bridge this gap where there will be an apparent increase in imports so we 

got supported by the World Bank.   

 

And during that time we also have an IMF program.  We were also the first ones to finish an 

EFF, an extended fund facility, from 1976 to 1979. 

 

WEBB:  The first country to do that? 

 

VIRATA:  Yes.  I think there were Kenya. I don’t know whether—there were three of us.  I 

don’t know if it was [inaudible] or Mexico. 

 

But you know the IMF then, while it was an EFF, I felt that the IMF was rolling over the standby 

arrangements.  They were not really that detailed to help a longer-term program.  And what I did 

not like also at that time was I requested for a tax study, and they sent me one of the staff, a 

consultant, but when he came to discussing the draft report, they did not like—they said it was 

not part of the IMF procedures to discuss the draft report.  And then when the EFF came, it was 

that report that they were using as their guideline! 

 

KAPUR:  Slightly backtrack, in the ‘70s the Bank had been, at least the rhetoric of McNamara 

was poverty, equity.  Was that being sort of actively pushed by the Bank in the program in the 

Philippines or was it more, you know, infrastructure? 

 

VIRATA:  Well, you see, our big deal was if we develop the rural areas and increase the 

income, then we are going to solve the poverty problem.  Well, for one thing we do not like any 

handout program.  What President Marcos believed then also was we must give them the 

opportunity to work.  To him that was very important.  In fact, one reason probably the housing 

program was not emphasized earlier was he was of the belief that, you know, we have to provide 

them with something to do first. We don’t provide them with housing because they get in debt 

there and so on, it would be an additional burden for them.  So his emphasis was always we have 

to provide that their agricultural, more irrigation, more farm to market roads.  That is why we 

were able to increase irrigation during his term I think from 7% of irrigatable land to around 43 

%.  Then we went on rural electrification, things like that.  And then energy.  Energy, especially 

indigenous energy, because we went through the OPEC [Organization of Petroleum Exporting 

Countries] years, very difficult.  In the beginning, 95% imported energy. 

 

In fact, this is one of the criticisms we had of the World Bank.  You know, before 1973 we were 

also talking with them about hydroelectric.  They did not like because they said this oil was 

economic.  But after 1973, you see everything was economic.  And fortunately we already had a 

start in 1970 on geothermal.  We were supported by the U.S. government; we entered into a 

contract with Union Oil.  Then New Zealand helped us, starting in 1972.  But, you know, it took 

about maybe fifteen years before the World Bank entered into that field. 

 

WEBB:  Geothermal? 

 

VIRATA:  Geothermal in Bacon-Manito, because it was very new for them.  So of course U.S., 

Italy, New Zealand gave the--had the earlier facilities for this.  Iceland maybe, but already in use. 
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So then our experience with ADB.  ADB is about—to my mind, maybe--three years behind the 

World Bank. 

 

WEBB:  You mean in volume? 

 

VIRATA:  No, for example, this is a project, something sort of new, ADB would not consider 

that.  They are very traditional project oriented.  We tell them that, “You know, with the World 

Bank we are already on area planning and area development, because, you know, so many 

islands.”  What we were noticing is that if we develop energy—well, there might be energy 

projects here, here and here.  Or road projects—sections here, sections there and whatnot.  So we 

were thinking that you know we are not really optimizing all the components that would make a 

particular area more productive.  So we started with the World Bank experiment: Mindoro. 

 

KAPUR:  Which year was that? 

 

VIRATA:  In ’72.   

 

WEBB:  It’s one of the projects. 

 

VIRATA:  Here. You know, Mindoro is quite close to Manila. If we develop this roads, 

irrigation, we have some tribal, forestry, fisheries, things like that, there will be a port 

development, there will be a ready market, and it will help Manila and we would learn how to 

operate.  So after that we told the World Bank, “Okay, we’ll go to Samar because it is one of our 

most underdeveloped islands.”  And well, partly the Australians were helping, we had plenty of 

[inaudible] aid, and let us see if we can develop an island, you know, from the ground up 

because it’s really so underdeveloped.  And then we experiment on regional development, where 

the region would plan on their own and identify to us the projects as another approach. 

 

WEBB:  That was in Samar? 

 

VIRATA:  No, another region.  Central Viscayas, which is Negros Orientale, Cebu, Bohul, and 

Citihoya.  And Russ [Russell J.] Cheetham, the author of this book, after he became the World 

Bank representative in the development of this regional project—you know, we have different 

how to plant on the mountainsides, irrigation, [inaudible] energy, and we were trying to put 

many things together. 

 

WEBB:  Quite an experiment. 

 

VIRATA:  Yeah, we were really experimenting on the various schemes.  And people liked that.  

You know, during the consultative groups we would say, “Well, we have an integrated area 

development for this long island, Palawan.”  So ADB and EEC got into that. 

 

WEBB:  That was in the ‘80s, by then. 
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VIRATA:  Yes, yes.  We encouraged the governors and the assemblymen there and so forth, 

you know, to get a plan.  And I had that office then on NACIA [phonetic], the National 

Integrated—let’s see—Area Development Office, something like that.  So we helped them in 

case they need the help in getting consultants, specifying what would be needed in a given area. 

 

WEBB:  It was to support the region? 

 

VIRATA:  Yes, it was to support either provinces, areas or regions because you know you have 

to balance, to pass some capability test also.  If the governor is very poor better bypass him at 

first. So we have some sort of a, without telling them, there is an incentive system:  if you can do 

well, present well, plan well, then we will help you.  Otherwise we needed also the political 

change in the area if they are not going well.  You should [inaudible] move by the people.  So it 

was done that way.  We had a number of experiments. 

 

WEBB:  With the ADB following. 

 

VIRATA:  With the ADB following, because they are more conservative.  If fact, when I was 

out of government already and I doing some work for the World Bank in 1986 I went to see Mr. 

[Masao] Fujioka, president then, also [inaudible] the vice president.  I was asking them whether 

they would include program lending as a means of—I think that was August of 1986.  And they 

told me no.  Yes, “No.”  That the IMF and the World Bank had been taking the lead in program 

lending and they would remain a project Bank. 

 

WEBB: But now they lend for programs.  

 

VIRATA:  Yes.  Then in 1987 they called me to be a consultant for their first program loan for 

Indonesia.  So something must have happened. 

 

WEBB:  You know, you’ve been so generous and helpful that the time has run.  You’ve been 

extremely helpful.  Thank you very much. 

 

VIRATA:  Thank you. 

 

[End Tape 1, Side B] 

[End of interview]   
 


