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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]1 
 
JAIN:  The World Bank is a resource institution, it’s an intergovernmental body, so 
juridically it is an extension. It’s not alien. India is as much a part of it as anybody 
else. And it was born of necessity in the post-war world, whereas you had a kind of a 
specific Marshall Aid Plan for Europe--it was a war-torn area--but the rest of the 
world was moving towards reconstruction on a more durable long-term basis. So 
some kind of institutional platform which mobilized international resources and then, 
according to the needs, according to justification, it was a resource allocation 
mechanism, and I think it filled an important need.   
 
I mean, it's like the India International Center. Now when we go there, we say, “My 
God, if it had not been there, what would we have done without it!” So those who 
foresaw, I think there was a certain amount of foresight involved in getting together 
an institution like this, and as far as one can see that, it has not outlived its necessity.  
If anything, one can do more with it.     
 
In addition to the cash it generates, it should happen, it has also accumulated 
experience working over time in different countries, different situations, failures, 
successes. And the question that remains unclear in my mind--that is, because I am so 
much outside the Bank, in a way--that how much use it is making of its own 
experience and to what extent is that experience being written into its future policies.  
It has a lot of reports that come out; there is World Development Report also. Last 
year I was at The Hague where these two reports came together, the World 
Development Report and--Mahbub ul-Haq was there [both speaking at once] with his 
Human Development Report.  I'm so bad at the names.  The Bank was represented by 
one of the vice presidents whose portfolio had the World Development Report.      
 
LEWIS:  Oh, the . . .    
 
KAPUR:  Stanley Fischer?  Or Larry [Lawrence H.] Summers?   
 
LEWIS:  The Bank's chief economist?   
 
WEBB:  [Wilfried T.] Thalwitz.   
 
LEWIS:  Thalwitz.  He was the senior vice president.  No more senior vice president, 
but he was at that time.   
 
JAIN:  Okay. He was there. And, you know, Jan Pronk believes in getting--he had 
got Mr. Thalwitz and some of us. Two days I sat through that. I was struck by the fact 
that there was considerable rigidity of outlook; I mean, such elementary things being 
debated as is growth more important than human development and, you know, egg 
and chicken kind of argument. In the ‘90s one doesn't have to start from this 
elementary. And of course poor Mahbub ul-Haq and others were at pains to argue 

                                                 

1Original transcript by Brookings Institution World Bank history project; original insertions 
are in [ ].  Insertions added by World Bank Group Archives are in italics in [ ]. 
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their case. So I do have this concern in my mind whether knowledge which the Bank 
has got already--and it’s empirical knowledge; it's been in business 30 years, 40 years, 
substantial business. There's no part of the continent, any continent in the world, 
which has not been covered; I think no kind of situation. If you look at the operational 
statistics or some which they issued for the effective [inaudible] better range of 
projects which they would--I happen to be on the mailing list so I get that operational 
manual or whatever it is called . . .     
 
LEWIS:  From the OED, the Operations Evaluations Department?  
 
JAIN:  No, just . . .   
 
KAPUR:  It’s the one that comes out every quarter?   
 
JAIN:  Every quarter, yeah. And so I just glance through that to see, you know, in 
Indonesia, in Africa, wide range of projects that [inaudible] Then [inaudible] 
institutions, you have the EDI [Economic Development Institute], and they have 
reports. There was also some report--were you not the author—and Kalab--something 
future of the World Bank?   
 
KAPUR:  No, that was the one by . . .      
 
WEBB:  ODC.  
 
KAPUR:  The ODC. Overseas Development Council. 
 
LEWIS:  Oh, oh, oh, yes, yes.  I'm closely associated with that organization, but I 
wasn’t--that was Richard Feinberg and Dowry [Valerina] Kalab.  Between Two 
Worlds, it was called.   
 
JAIN:  Yes.   
 
LEWIS:  That was on the occasion of the last presidential change from [Alden W.] 
Clausen to [Barber B.] Conable in ‘86.  
 
Do you see any evidence here in India that the Bank has been learning from its 
experience? It’s--where do you see it’s at? 
 
JAIN:  As I said earlier, I'm a rank outsider.  And I'm in every reception given by the 
World Bank; that's as close as I get to it. But I don't get the sense that—you know, 
why I'm hesitating to answer that is that there is a prior question in my mind: how 
does India address itself, relate itself, to the World Bank because it is not a choice the 
Bank has that it can relate itself to India the way it likes, and therefore when 
everything here is learned, I go to meetings and people say, “You know, this World 
Bank project has done this harm, and this is the nub of the issue and that issue.” And 
I'm at pains to tell them this is not a World Bank project, that there is no project in 
India which is a World Bank project. The projects of the government for which it 
seeks support from the World Bank, and the World Bank is one of the supporters of 
the project. So it's a complete misnomer.   
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And government itself does this harm, that when we were in the Karnataka planning 
board or even in the national Planning Commission, we call it “World Bank project,” 
and I used to take my pen and cut it off. And I said, “No, it's a project of the ministry 
of so-and-so.” Even if you have the banner “touch”--the Training and Visit, T&V 
program--what we say “touch and vanish,” jocularly--but they refer to it as World 
Bank extension projects.   
 
Even in Assam, when I had a day-long discussion with the agriculture people, they 
said, “Sir, we have got that World Bank extension.” 
 
I said, “We don't have World Bank extension.” 
 
So my prior concern is that the way government of India itself has related itself. It 
makes its own shopping list, project by project. It has resisted, be it rightly or 
wrongly, World Bank prescribing a policy framework or a direction. The government 
has its own planning, its own priorities. It has its projects, a shopping list. You may 
pick up something or not pick up. So at the end of the day they only see certain things 
the Bank has picked up.   
 
Now, does it represent the World Bank in that sense is a question in my mind. If I see 
that there may be certain distortions, I'm not sure whether the Bank is to blame for it 
or it's not. In fact, I'm quite clear that under the circumstances, knowing the system 
and the work, one can't say the Bank. But the reputation of the Bank is larger than its 
role in the sense that if anything is not liked by anybody, they say, “The World Bank 
must have advised this.” Or, you know, it's becoming a whipping boy in that sense.    
 
LEWIS:  Has it been that for a long time? Or has it just . . .  
 
JAIN:  Oh, it’s been there for a long time.   
 
LEWIS:  A long time.     
 
JAIN:  I mean, it's associated with the larger reaction we have had to what may be 
called the foreign aid, foreign agencies. Doug [Douglas] Ensminger of the Ford 
Foundation, Chester Bowles of U.S. AID [Agency for International Development] 
technical mission. The World Bank was a later generation. First came Chester Bowles 
and the community development projects, then Doug Ensminger supporting the Ford 
Foundation. And if you look at the parliamentary debate in press, then foreign hand 
was coming through. Then in later years the World Bank had occupied the friendly 
place because these agencies sort of faded. I think after your term with--U.S. AID 
then has been sort of winding up shop.     
 
LEWIS:  The relationship broke really over the Eastern problem in 1971, and then 
the Bank became the sort of residual donor. IDA [International Development 
Association] took up that, played the role that AID had done before that in terms of 
money.     
 
JAIN:  Yes, but from the ‘66 devaluation onwards, the hand of the Bank or the 
influence of the Bank or the intervention of the Bank in influencing policy decision-
making has been a prominent issue. And as you can see from the attack which Mrs. G. 
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[Indira Gandhi] came under politically for devaluation then, the World Bank, she had 
sold the country, because devaluation of the rupee was taken as devaluation of the 
country, that currency is also a commodity and it operates in the international market 
separately but linked with that because it seemed that the World Bank had forced 
India to say, “If you want further credit, boys, you've got to change policies and 
thinking.” And I think that view has since been consolidated, has become stronger 
than weaker.   
 
In between there was that five billion IMF [International Fund] loan. IMF and the 
World Bank are not seen as two separate entities here generally except for the 
initiated ones in the Department of Economic Affairs and others. In the general 
comments IMF and World Bank are just seen as one single entity, and the impression 
is that they are the guys who are twisting the account.      
 
Particularly last ten years, liberalization has been a policy plan or a slogan or an 
attempt after Mrs. G. returned to power. The world has been liberalized. They must 
have a lot to liberalize because in 1980 we are liberalized, you know. And so you first 
give up culture, then I might take all your clothes, and I return your culture. That's 
liberalization, and I take your underwear, that’s liberalization. So many clothes have 
to be returned that at the end of ‘90 we are still liberalizing. But it is seen to be based 
on external pressure from the Bank.  
 
The policymakers--only now one man tried to put up a brave front by saying, “What 
we are doing now is what we would have done ourselves, given the objective situation 
in which India has failed: balance of payments position, concerning the deficits in the 
budget, all these should have forced us to relook at our methods of work, our 
economy, and they could just--we don't need anybody. But it so happened that the 
outside advice now is to coincide with what we should have done; therefore, we 
should not shun it away.” Even Ken Dai [phonetic] and others who are, look like that. 
But coming at us even now, as it does, nobody buys it. The credibility of that 
explanation is pretty low. As I said from ‘66 onward a certain image of the World 
Bank, its reputation in terms of the role it is playing has been probably much larger, 
much more inflated than near accord with reality.  
 
You wanted to ask me . . .   
 
LEWIS:  Yeah, I wanted to ask you about this last thing about . . 
 
[brief discussion of food]  
 
LEWIS:  I wanted to ask you about--you say nobody believes Manmohan [Singh], 
and this as you're describing perceptions of the Bank and perceptions therefore of a 
minister who is needing to do business with the Bank and justify it politically. The 
question is whether you as a savvy observer believe that there has been or how much 
of a change do you think there really is in the present regime toward this at least more 
emphatic kind of liberalization that they've been pushing since summertime. Has there 
been a real change?   
 
JAIN:  You see, firstly, I think we should stop using this term “liberalization.”    
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LEWIS:  Okay.   
 
JAIN:  And that's what--I think one of the sources of misimpressions or 
misunderstanding about the role between these people, but I can go back to ‘89-‘90 
when we were in the Planning Commission. And the ninth Finance Commission 
report had just come; in fact, in the week of our meeting there. And we said, “If the 
situation is even half as grave as the Commission points out, it's very, very bad, and 
some drastic reappraisal has to be made.” And we ourselves evolved some ground 
rules, which at that time Madhu Dandevate and V.P. Singh--and Bimal [Jalan] was 
Finance Secretary then; he was interacting with us all the time.   
 
There was an agreement between us, and we said that all the list of industries which 
had been exclusively reserved for the public sector should be revised. We ourselves 
revised the list by saying that we are not generating surpluses, we are not in a position 
to make investments, and we are borrowing from the market but we are spending the 
borrowed money merely on paying salaries and current expenditures. We are not 
investing it. So we are not in the business of investing any more money on economic 
enterprises within the government. But the economy needs investment; therefore we 
should change that. Then the proportion of the resources that we plan should 
command from the totality for direction under the Plan should be reduced, larger 
percentage left in the hands of the--available to the private sector to draw upon.   
 
We fixed up a formula to make a smaller claim. You know the Reserve Bank and the 
Planning Commission, Finance Ministry make an exercise on estimation of resources 
that will be available and decide how much draft we would make out of household 
savings, government savings.   
 
And then to put teeth into it we went into each single public sector investment project. 
And we said, “No more money shall be given during the Eighth Plan. You have to 
conclude whatever is on hand, and if the amount of money required for concluding 
that is too large and you’ll only spend a small amount of money, find out enterprises 
who will join forces with you. Bring them in.” We didn't even buy the approach that 
you have to finish what is on hand. We said, “It doesn't make sense if the amount of 
money required is much too much.” So we thought we must salvage the government 
for it to get out from doing that.          
 
Now, without stating an economic philosophy, saying we are making changes and we 
are liberalizing, we are doing this, these two or three critical decisions which we took 
already went in one direction. We said the area that will remain for government, 
largely, with such resources it can have, will be on building infrastructure in the rural 
areas, particularly primary education, primary health, which are correlated very 
strongly--I think of the case of Kerala--on the population, on the demographic 
pressure. Our first priority should be to contain the demographic pressure by 
supporting primary education and health, but we find that was not a question of 
putting more money there but better management systems, accountability to local 
bodies. And that is what led to our first step toward being on decentralization.  Unlike 
any other Plan in the past, our Plan now, the approach we have opened with 
decentralization and [inaudible], that ways of doing things were more important than 
enunciating the whole policy.      
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Now, the reason why I'm elaborating on this is that if you take that document and 
what they have done so far, they've only taken the tail of the elephant. As I told 
Manmohan, I have chosen not to make comments publicly on what's being done 
because they’re trying to deal with a difficult situation. But I told him, and I've given 
him a written note also, that the foreign investment, making it easy for it to enter 
India, to operate here, all this is important, but presuming all this goes through 100 
percent, it represents liberalization of one kind. What will be its total impact on the 
economy over a period of time, and to sustain this what are the other reforms that are 
required?     
 
For instance, in this whole area of agriculture, rural development, except dealing with 
fertilizer subsidy--there is--the fertilizer subsidy changes in quantum. It is the only 
measure of reform so far as relates to this whole area. I told him, “Six thousand crores 
a year you are spending on poverty alleviation program, and everybody—400 reports 
which I read say that there is tremendous leakage. Credit being given by NABARD 
[National Bank for Agriculture and Rural Development], they show you the over dues 
that are accumulating.” The loan waiver scheme came much later. [U. K. Sudha] 
Nayak only [inaudible] and the Kushon [phonetic] Committee's report that went into 
that. I’ve shown that. It's a blind exercise. So I told him not even in mention that you 
are going to make some reforms. Prevent this huge leakage. You may save 2,000 
rupee crores on fertilizer subsidies. Six thousand crores you are pouring down the 
drain for nothing without improving domestic services.     
 
Two, industrial licensing [inaudible] applies to builders, start-ups and others who 
were queuing up for industrial licenses, but their licenses were delivered to them in a 
group at their homes. They bought their licenses, but the second generation of 
entrepreneurs who wanted to come up, who didn't have contacts, influence, access, 
your deregulation is relevant to them. But they need much more than your saying they 
don't come for licenses because they have still to go for power. They have to go for 
credit. And if these things are not changed simultaneously, then you may say, “You 
don't need a license, but you're not in business.”       
 
Insofar as the formal sector, small industry, is concerned, which provides 70 to 80 
percent of the employment, they never require licensing anyhow, but they are visited 
by Inspector Raj, 30, 35 inspectors. They are down on their necks; they are 
strangulated. They are making a contribution to the GDP. There is no provision. What 
we have said is these small enterprises who can be allowed to have [inaudible] chaps 
employed, they don't want large chaps who take it between themselves. They don't 
want inspectors. They can have enough resources of their own. The inspectors were 
not sucking their blood. But that kind of liberalization is not on the agenda.    
 
Now, it is not necessary that in the four months you have come out with a whole 
package. You are dealing with what was crisis, balance of payments crisis, okay, but 
it cannot be sustained until it is seen by the economic agents that the policy is moving 
behind them to support them across where the main characters are, either in 
agriculture or in small enterprises, which--we have not been able to put their heads 
together to see how they come in.    
 
And last is, which is its own ministry, is the income tax structure. We've been talking 
to some of the lawyers here as soon as the new policy came. We as a consulting firm 
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had discussions saying, “What does it mean to us? What kind of new businesses?” 
The first thing we said was, “We must have collaboration with some of the foreign 
consulting firms. Foreign investment will come here, then their consulting firms also 
should be available here.” In fact, earlier in the day we were busy talking [to] one of 
the American friends who is here. He’s a consultant there saying how we can do 
business together. Then we talk to Indian lawyers. You must talk to Jimmy [J. B.] 
Dadachanji. You know Jimmy? Jimmy Dadachanji and company? He's . . .    
 
LEWIS:  Oh, yes.   
 
JAIN:  The most important law firm here. All the foreign investors come to them.  
We had him for lunch within a week, and he was saying that when a foreign investor 
comes, the first thing he wants is, “What are the tax laws? When we do business, I 
make profit, how much can I take home or have to pay here?” But he says it doesn't 
matter how much tax you have to pay, but the dealing with the income tax laws. So 
industrial license is a one-shot deal. Once you apply for it, you get it, whatever the 
pain in your life is over. But income tax is an annual feature, if not every day of every 
month you are harassed by something or the other. He felt that much of the 
harassment comes from them, and people say, “You don't . . .”   
 
So I'm just giving these illustrations to say we shouldn't just be carried away by the 
word “liberalization.” We must really open the bonnet, go through every wire that 
needs to be rearranged to work. In that it is still, in my way, it’s significant but still on 
the surface--I won't say superficial--still on the surface. Much more is required to be 
sorted out. If you want certain things, no more mistakes should come. So it's not a 
question of the World Bank--and that was your question, what did I look at it. For us 
when we were in the Planning Commission we were taking these decisions because 
there was no World Bank breathing down our neck at that time.   
 
LEWIS:  The World Bank, how did they react [both speaking at once]    
 
JAIN:  We were reacting to the situation as was obtained, and of course . .   
 
LEWIS:  Did you get any reaction to the approach paper from the Bank?   
 
JAIN:  I got it from behind the scenes, which was one of largely pejorative 
comments, which was not really--but . . .   
 
LEWIS:  This from local people here in the office?   
 
JAIN:  No, and there were some people who came to visit also. We had a lot of 
meetings trying to find out and all that. The comments were not very pretty.     
 
WEBB:  These were comments by World Bank people, is that what you mean? But 
unofficial?   
 
JAIN:  Well, you see, I can't really say authoritatively because they were not first-
hand. Nobody said it to me, but we have enough contacts to know and say that World 
Bank friends take a very dim view of this approach of ours. They were not very happy 
because growth was not mentioned first.  Right now our committee made it the 
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business to say that we will mention growth as the last chapter, that growth will be 
realized through all these activities. We are not living for growth, but growth is what 
we can command after we intervene in the economy in a particular way.  
 
I was not too surprised because, as I said earlier, I had been to John Grant's 
discussion, and when the way Mahbub ul-Haq and all his tribe was molested there, it 
was quite clear that there is a mindset. That's what made me say that the World Bank 
is reflecting on its own experience.   
 
LEWIS:  You got this from P. N. Dhar, too, didn't you?   
 
JAIN:  P. N. Dhar, no.   
 
LEWIS:  Wasn't he concerned about the lack of emphasis on growth?     
 
JAIN:  Oh, in India? Oh, yes, not only the World Bank people. We had every single--
we have many people in India who were—and Karstadt [phonetic], too.  We were not 
meant--and he kept on telling them that all your planning has been on financial 
resources raised by the budget. What they say is we'll fix a 6 percent growth rate 
which requires X amount of money, and therefore the plan size is fixed at that. But in 
effect you do not get that resource, but the allocation then sectorally which you have 
made on the assumption that you would have those resources, so the stronger 
ministries, who get their part of the cake, and for the others nothing is left. And this is 
what Sukmoi [phonetic] kept on writing about the intersectoral imbalances. What 
actually--not what happened on the ground by lack of sequencing but distortions 
introduced at the very stage where unavailable resources, nonexistent resources, were 
hypothetically allocated.     
 
LEWIS:  That's what Pitambar [Pant] used to do.   
 
JAIN:  Well, you see, at the time it was the beginning of the exercise.  I would have 
sympathy for Pitambar in the sense that he was a big [inaudible] and the only game 
that was known, if you took the [P. C.] Mahalanobis model, those were the tools that 
were available, used by centrally-planned economies, which he and Mahalanobis then 
brought into the picture, though he struggled with it when he tried to see what is 
called the standard of living, as would obtain. Then he went into the other exercise: 
what kind of life people will have, what will they eat, what will they consume, and 
therefore what is required for that? He tried to work backwards, but enough tools and 
experience was not available then to really have made a match.     
 
But after 40 years it is possible to have a breakthrough or at least have a [inaudible] 
because whichever you are producing, growth is implicit. The only thing is your 
starting thing exercise is not “Fix the growth rate, assume financial resources whether 
they exist or not, allocate them,” and then say this is a good exercise. We were not 
quarreling with the growth rate, but this kind of barren exercise which has plagued 
Indian planning, Plan after Plan, enough has been written about it.   
 
So B. K. Nehru, B. N. Dar, various friends, I received letters from them, even from B. 
K. Nehru, saying, “I am aghast. How can you have planning without growth?” This 
was caricatury. This was not government’s issue.   
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LEWIS:  Do you have a sense of how effective the Bank has been in understanding 
and in acting toward Indian agriculture? You've spent a lot of your time thinking 
about the countryside. Are they--have they had people who have had the right kind of 
expertise? Have they had a sense of what kind of rural institutions are needed and of 
how to contribute to building some of these institutions? I put the question; it suggests 
a certain kind of skepticism on my part. The Bank sometimes seems almost muscle-
bound, big, maybe overstaffed and too headquarters-centered to be very effective in 
many rural development contexts. Is that unfair?   
 
JAIN:  The government of India itself is not very clear. There is no clear-cut 
[inaudible] I mean, take this old question of food subsidies and fertilizer subsidies. 
Okay. These have emanated out of the IADP [Intensive Agriculture Districts 
Programme] spec, which was not that we didn't want the PL 480 [U.S. Public Law 
480, Food for Peace], but PL 480 went after the 1965 Indo-Pak war. A new situation 
arose, and so when Chidambaram Subramaniam became the agriculture minister, he 
said, “The only way we can be free of taxes, supply food grains, is we grow as much 
as possible out of soft areas.” So they chose 40 districts which had already got 
irrigation and everything, mobilized imports with extension, increased supply, and the 
strategy is supposed to have paid off in the sense that our aggregate has gone up. But 
the regional concentration of that production of market surplus has remained 
remarkably narrow for the simple reason that three-fourths of these areas, as you 
know well, are still rain-fed agriculture.        
 
Now, if you produce surpluses monthly, you are to supply them across space, then to 
areas where purchasing power is already low, productivity is low, life is dry because 
the area is dry, then subsidy’s implicit in that, if you have to do that. So if you really 
want to remove food subsidy from the root, one has to give a policy prescription 
saying in that sense I can directly identify the World Bank support. I myself have seen 
that, saying that food subsidy must be reduced. Okay, one is financially you reduce it 
from 2,000 crore. You say, “I'll give only 1,000 crore, whatever will be the 
consequences.” The other is to remove the necessity for it, which would mean that 
you will have to augment production as close to the points of consumption as 
possible. Then the potential, whether it is to increase that or the arid zone, other 
research that has been done, or present potential for improvement in agriculture in 
these rain-fed areas is considerable. It cannot be comparable to the other areas, but 
relative to their present levels of production it's possible to increase that. And if you 
have this supply increase, then nobody has to mop up 3,000 crores' worth of food 
grains Punjab and western U.P. [Uttar Pradesh] and supply it.  If you supply it, you 
have to pay for it.     
 
Then these are also irrigation-intensive crops; therefore, they are fertilizer-intensive.  
Dry areas cannot consume that much fertilizer, but you need an area where you need 
the output. And because many of the dry farming areas' economies are dependent 
upon livestock, they live by the livestock during the period when crops aren’t ready, 
they have also sources of organic manure, much better than the other areas. So it's 
possible that they can be less energy-intensive crops, and you can eliminate or 
diminish the dependence on food subsidy and fertilizer subsidy for a more direct 
production intervention, not through the budget. The budget is in a bind because 
resources through which their food is produced and the way it is kept in the 
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warehouses in the buffer stock and then distributed, half the time we are only meeting 
the losses of the Food Corporation of India.     
 
Now, in Assam that's one of the things I have been trying to encourage them to do 
that. Seven hundred crores per year of the food grain and fish and eggs which they are 
importing into Assam from the rest of the economy, 700 crores, and they have plenty 
of water, good soil, their own productivities. It's a bottle-necked area. So one truck 
which carries food grains from Punjab or Haryana, it costs something like eight 
thousand rupees. So they're eating freight; they are not eating food. Somebody had to 
subsidize that 8,000 crores' worth of free chapatis. How can they survive?  So I've 
been telling them, “Your asking the central government to give you this project or that 
project is nonsense. There is a hole in your bucket. Your purchasing power is flowing 
out. You have land. You have people. You have some areas that are flood areas, very 
heavy floods. Leave them. But what about the other areas?” Entire Assam area is not 
flood-prone; certain pockets, you can leave them.  And this present chief minister got 
this in his head, has a grasp.         
 
So we sat down. I worked out with them pulses; they import 350 crores' worth of 
pulses every year. What they have been advised by the agriculture minister is to grow 
rajma.  I asked them, “How many people eat rajma here?  What are your main 
pulses?” 
 
“Arharvidan [phonetic]?” 
 
I said, "Why don't you grow arharvidan [phonetic]?”   
 
“Seed is not available.” 
 
I said, “Go get the seed, whatever it costs. Start your people.”   
 
Today I spoke to the chairman of the Seeds Corporation.  Incidentally, Padma 
Ramachandran is now the chairman of the Seeds Corporation.     
 
LEWIS:  Who?   
 
JAIN:  V. Ramachandran, used to be in this [inaudible] the economic chap. 
. .     
LEWIS:  Oh, yes, yes.     
 
JAIN:  He became chief secretary of Kerala. Then his wife became chief secretary of 
Kerala; she [Padma Ramachandran] is here now.  So I said, “Go to Assam because 
potatoes, pulses, paddies, eggs, they can produce.”   
 
LEWIS:  How about tea?  Doesn’t that grow there?    
 
JAIN:  No, tea is there. The government is not involved with tea. There are tea 
companies, and they are doing a fairly good job, but tea gets exported.     
 
LEWIS:  Well, I'm trying to suggest that it's not wrong at times to grow stuff for 
export.   
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JAIN:  No, but tea exports, they are building. The tea companies are making the 
investment there. It’s affected more by the political situation than by any economic 
policy, but after they’re produced and exported, a population large in number they 
still need paddies and they still need pulses and they still need fish and they still need 
eggs. Now, it's a question of what proportion you can grow locally. It makes no 
economic sense not to grow locally from the area which you have. Only your yield is 
low. It's not you are wanting to snatch more area, but such area which you have, there 
is no virtue in producing half of the potential yield. You can get more yield out of it, 
and their major political problem is because of lack of employment opportunities.     
 
You see, my son has access here to everybody. He finds out what's going on. But if 
you happen to be the son of a man in Assam, they are completely cut off from the rest 
of the country. They have no access, so they are bottled up there. They are bottled up; 
they want to take a stone. Now they don't take a stone; they take an AK-47. These 
come via Burma and China, I suppose. We can blame China and Burma for supplying 
these AK-47s, but why should my son go for AK-47s? Because he's been knocking 
his head? He's got a graduate degree, but he finds no jobs so he says, “I’ll teach them 
a lesson.”  
 
So employment is one of the major difficulties in that area.  They stimulate their own 
production of the existing investments, and resources, they are already committed.  
We have 14,000 small scale units. I asked them to show me in their plan anything 
they provided to get more productivity and employment out of those units.   
 
They said, “But we have no plans for doing it.”   
 
I said, “Well, why don't you call them and say make a plan, a corporate plan for each 
area?  Say, ‘How much more can you produce?  How much more can you sell?  How 
much more you can employ?’ Government is not [inaudible]” So instead of 
liberalization I think the real issue is no goals for them at the present stage of 
development . .  
 
[End Tape 1, Side A] 
[Begin Tape 1, Side B]  
 
JAIN:  Last week they have made drastic amendments to this [inaudible] into the 
next year. It is liberalization, a very meaningful liberalization, because--take out some 
200 crores a year on the losses of the electricity board, being met from the budget. 
Out of their total budget of 550 crores, 200 crores is paid on the loss of the electricity 
board. How many people eat electricity in Assam anyhow?   
 
So I said, “Why don't we get rid of it?” And the bureaucracy had the argument that 
nobody will be interested. I said, “So far you have prevented anybody from showing 
interest, now you go to the market and say we are looking for collaborators. Who will 
join us?”   
 
“But they say they can't pay.”   
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I said, “Yes, you have some 1,500 crores by their losses on your electricity. Nobody 
will pay for that. But you say that we don't want to do to repay the old losses, but no 
more further losses; they’ll be written down thing over three years. Zero loss. Let 
them come as your partners, but save these 200 crores. State transport; that's now 
about 20 crores a year. So,” I said, “before you actually get involved with that, first 
take a decision about power. No more investments by the Assam state in setting up a 
new electricity plant. Hand over the management of the existing one to somebody 
else.”   
 
The World Bank doesn't come in policymaking.   
 
LEWIS:  Yeah, I was going to ask you . .     
 
JAIN:  The World Bank may claim some credit for these policy reforms, but we 
should resist that.     
 
LEWIS:  Do you see the Bank, or has the Bank done anything relevant to this rural 
employment problem?     
 
JAIN:  Their major involvement has been with social forestry. Forestry projects 
generate some employment, let us say. So one cannot say that it is zero, but this whole 
social forestry thing by itself has raised so many questions. If you have no local 
planning mechanism and no institution which takes into account soil, water, 
vegetation, and a proper discrete use of these, within that social forestry or 
community forestry, everything has a place. But with the same centralized approach 
you say we'll have a 50 or 80 crore centralized project, social forestry project, and 
everybody there says, “The World Bank project has come, so we first must give 
resources to this.” It's called “externally-aided project.” So rupee resources must first 
go to this.   
 
Then you say, “But look here, our prime need is A,B,C,D,E.”   
 
They said, “No, but this is a World Bank project. If we don't commit local resources, 
then we lose the foreign resources, then we lose so much money.”     
 
The methodology of it, even if it was doing some good, the manner in which the 
Ministry of Finance itself is the culprit, it has created a whole sector called externally- 
aided projects. And before plan allocations are made by the Planning Commission to 
the states, they say you first provide for externally-aided projects.  
 
I said, “What is the relevance and efficiency of externally-aided projects is more 
important than the fact that it is aided from abroad?” 
 
But they say, “It helps us to get some foreign exchange.” 
 
Four thousand crores or so in the Seventh Plan were preempted. And what happens?  
These externally-aided projects are concentrated in a few states, so it creates also 
regional--the strong states also have externally-aided projects. They get that plan 
support before any allocation on the basis of population, poverty, regional 
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backwardness. And you say, “These are our honored guests; they have to be looked 
after.”   
 
LEWIS:  Excuse me, but how does the politics of that work? Do the strong states 
have better lobbyists who . . .   
 
JAIN:  Not lobby; competence. To get an externally-aided project . .   
 
LEWIS:  Does [both speaking at once] comes from the strong states, or is it that the 
Bank or the other aid donors pick the sort of favored, more interesting, stronger 
states?    
 
JAIN:  No, the World Bank only picks out of the projects that are posed to it by the 
DEA, Department of Economic Affairs. That's why, to me, the World Bank comes--it 
gets more mileage out of its reputation than might actually . .    
 
LEWIS:  It doesn't de facto take the initiative in talking and working out projects 
sometimes?     
 
JAIN:  Well, when their teams come, when the idea is mentioned and the teams go 
around. But in effect what happens is that the better-off states have what they call 
project formulation cells. They've got personnel. They've got resources. Those guys 
know.   
 
When Jimmy K. Rao [phonetic] was here, agriculture secretary, he got Karnataka to 
prepare a sericulture project for 80 crores. He got 80 crores from the World Bank.  
 
And all the other states which have sericulture, they say, “We didn't get anything.”   
 
Then the World Bank sent their team saying, “We'll also help you.”   
 
But at that time he, the agriculture secretary, didn’t say, “I have a sericulture map of 
India. These are the five states. I call all of them.” But he had the Karnakta 
connection, so he said, “Let me help Karnakta out.” Karnakta came first, and that's a 
separate story, what happened to the sericulture project.     
 
But many of these distortions to me emanate from the methodology adopted by the 
government of India.   
 
 [In the following small sections are simply missing, followed by a soft "zing" or zap" 
sound.]   
 
WEBB:  Is this net?  You mean the net credit or the gross . .     
 
JAIN:  Net.  
 
WEBB:  Net.  That's right . . . [tape seemed to skip] Pakistan. Your money isn't going 
to investment, though. It's going to finance.   
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JAIN:  [tape skip] the size of money. We had a number of projects that we held to the 
side. But if you take the absolute numbers and divide them, then of course the larger 
projects would rightfully get more than the 5 percent.     
 
WEBB:  Oh, yeah.   
 
JAIN:  Out of the five percent.   
 
WEBB:  Particularly the larger ones do.   
 
JAIN:  Naturally, yeah.  
 
WEBB:  That goes a bit to the question that I was [tape skip] Government officials at 
the national level, the state level, their interest in World Bank support, is it 
disproportionate to the amount of money they're get in [tape skip] especially 
interested? Are they especially enthusiastic? Do they go out of their way to get these 
funds for reasons that go beyond the sheer arithmetic? For instance, just picking up on 
what you were saying, [tape skip] interest in large projects and those can only offer if 
the World Bank was proportionally interested in [tape skip] getting that World Bank 
loan. That could be one mechanism, but maybe there are some other mechanisms.   
 
JAIN:  No, there are not too many. It works like this. When the plan resources are 
estimated, there’s generally a policy decision that external component will be kept to 
this percentage. This has usually been 1.5, 1.8 or 2 percent, not more. So then that 
works out that if you have a plan of 100,000 crores, then 2,000 crores will be the 
external aid complement.     
 
WEBB:  This is two percent of what? Of full investment?   
 
JAIN:  Yes, I'm putting 2 percent as an illustrative figure, but it is as narrow as that.  
It is closer to 2.   
 
WEBB:  This is all public investment, including the electricity corporation?   
 
JAIN:  That's right. I mean the overall plan is first determined, but that first estimate 
of all resources available in the economy, how much of that the government should 
make a draft on, how much it should leave because we have a mixed economy. There 
are very economic operators. So the government can't say, “I take all the household 
savings. I’ll take everything that comes in.” So it decides. Usually it's been going in 
for 60 percent, 55 percent. We have said that you should bring it down to 45 percent 
to 55 percent for the [tape seemed to skip] whatever that number is decided. Of that 
45 percent which comes into it, that is the one thing government allocates, and 
therefore it says also that what would be the place of external assistance in the part of 
our planned resources. The percentage is first politically decided, that it should be 2 
percent. It comes to X amount. Then they look for sources from where we can get it, 
and assuming they find that between IDA, World Bank, Asian Development Bank, or 
what’s called bilateral arrangements, goes by past record, last ten years, fifteen years, 
we got so much. Or we have so much to repay by way of debts, so the net division we 
require is so much, lack resources.   
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Now, once that is decided, then it's a question of what is the modality through which 
we can get it. Shall we go up with small, small projects and try to get the same? They 
say, “Why a small project is better. We fund them also.” Take a big project. The big 
projects don't get chosen because there isn't a political inclination to go for big 
projects. Big projects are part of the full Plan. Within that there are small projects.  
What is selected is this. Then the word goes round by saying that only those public 
sector companies or states which will come up with a credible project to report or a 
project proposal which can be posed to the World Bank or to the Asian Development 
Bank, only that will be picked up. Or when they have discussions with the World 
Bank, they send a circular saying, “From our discussions with the World Bank, it 
looks like the Bank is shifting its interest more towards agriculture or towards power 
or the banking sector. So if any proposals come in these sectors, they are more likely 
to get Bank assistance.” So it's a two-way traffic. It is through that and not to any 
modality that the choice of projects is.   
 
Then the Bank may send a team, say, “We would like to make an assessment.”  Then 
they meet the states. They meet the public sectors like the railways, for instance, the 
public utilities, power, railways, water and sanitation, the municipal corporations, and 
[inaudible] and these are some of the large—then the dams and the irrigation 
ministries and others. So it is true, there is an overall frame within which these 
choices are reached.  
 
LEWIS:  And the Bank may also have a motivation to move some money. I mean, 
they may have--particularly in the [Robert S.] McNamara period--targets for 
expanded lending, and if you're really trying in a sector like agriculture and need India 
to meet your targets, it's easier sometimes to deal with big projects than a lot of little 
ones.   
 
JAIN:  Well, they had, for instance, through ARDC [Agricultural Refinance and 
Development Programme], they had these what was called the tube well program, a 
loan for intensive tube wells, then support to NABARD, a kind of credit, what was 
given to ICICI [Industrial Credit and Investment Corporation of India] for industrial 
credit, so that I think the social forestry was the one that has received the largest.  
There was some nominal participation on what is called “watershed development” 
projects which are more germane for the rain-fed areas, conservation of water, but 
that's been a very, very small segment, which in my view should be—well, when the 
Bank was thinking of India’s agriculture, it had the option to say, “This is where 
priority is; this is where food, fertilizer subsidy over time will be automatically 
eliminated.” Then one would go for that in a very big way.   
 
KAPUR:  [tape skip] in Operation Flood?    
 
JAIN:  Operation Flood, I take out of agriculture.   
 
KAPUR:  In the rural development?   
 
JAIN:  Yes, you can say that, but somehow the World Bank is not so much associated 
with Operation Flood in the public mind as is the EC [European Economic 
Community] which gave the milk powder assistance and others. And Koreans loan 
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made it so large that the Korean has personally achieved all this. The World Bank 
hasn't yet mentioned very much.   
 
LEWIS:  I think that's right.   
 
JAIN:  At the moment it is Narmada Dam and the World Bank. I mean, they are 
supposed to be culture, Namada, some of these big names where the environmental 
groups have taken up the issue. And their environmental groups in American have 
been able to prevail over the Secretary of State to write to the World Bank chairman 
by saying, “What do you mean by all this? We are receiving letters from our 
congressmen. You are playing havoc with the environment. How can you do that?”  
And then they circulate these letters. And I've received a number of these letters.     
  
LEWIS:  Are there any particular NGO [nongovernmental organization] types here 
besides yourself that one should talk with who have sort of a keen view of the World 
Bank?   
 
JAIN:  Actually, the World Bank is now running an NGO consultation program.   
 
LEWIS:  Is it?   
 
JAIN:  They had a meeting only two weeks ago, somewhere in [inaudible] or 
something, World Bank-NGO consultation. I didn't go. I had an invitation also to that, 
but the World Bank office here has been [inaudible] with somebody. They had one in 
Bangalore last year. They’ve been—they’re sort of trying to systematize this [both 
speaking at once]    
 
LEWIS:  Well, Washington has been trying to do that, too.   
 
JAIN:  . . to absorb NGOs. The NGOs don't quite understand the structure of the 
Bank because you have an operations division. You have somebody else who is in 
charge of environment, and you absorb the, attached to the environmental fund. But 
project decisions are then made by the operational division or loaning division--
whatever you call that--who will look at the project as a project, its economics and, 
you know, its returns and whatever is the criteria. 
 
[UNKNOWN MAN]:  Unless you would like to suggest [inaudible] new but 
perceptive. 
 
JAIN:  You are going to Madras, no?   
 
LEWIS:  No, not this trip, no.     
 
JAIN:  N.S. Suminatu set up . . .     
 
[UNKNOWN MAN]:  [inaudible] NGO. 
 
LEWIS:  We have [S.] Guhan writing a chapter for us for the volume that's going to 
be written by other people, that's looking at the Bank from various outside 
perspectives. We have--two out of ten or twelve chapters will dealing with the project 
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business of the Bank, one looking at it in the South Asia region and the other in the 
East African region. Guhan’s writing the South Asia one.   
 
You know, friends, I think I'm getting about ready to wilt!   
 
WEBB:  It's hard the first day, particularly when your arrival was . . .   
 
[Interruption]  
 
JAIN:  The processes through which [tape skip] between the Bank and the economy 
are more important than the nature of the projects because the choices get determined 
more by the processes that are employed. So undoubtedly you're looking at these 
things. I do hope that you’d also unravel the processes, because no matter what ideal 
choices we may make, where relationship should be strengthened with the sector, how 
and where the agriculture, but if there is no change correspondingly which is 
conducive to that kind of policy choices and the processes that are employed within 
the Bank and the government . .   
 
WEBB:  By processes, do you mean the manner of interaction?  
 
JAIN:  No, the way of--who proposes the project.   
 
WEBB:  Got you.     
 
JAIN:  So 90 percent of the choice is already made through that, and then you are 
only shopping out of that which is proposed. And then you are supposed to exert an 
influence over a large measure of policies. Maybe you do, but I think understanding 
of these anatomical details which get covered by the flesh on top to be a critical . .    
 
WEBB:  Why do you say “you”?  You mean in the abstract?  
 
JAIN:  Yes. [Laughter] 
 
I wouldn't be surprised if you, the next time I meet you, you are the president of the 
World Bank.   
 
KAPUR:  [inaudible] nationality clause.   
 
LEWIS:  Oh, I don't know. The Americans have already been [all speaking at once]    
 
WEBB:   Peruvian, from Peru.   
 
LEWIS:  The Americans are about ready to lose the job, I think.  
 
JAIN:  There was a very thoughtful man who was here, a Peruvian, that the UNDP 
arranged for us to meet.   
 
KAPUR:  [Hernando] De Soto?   
 
JAIN:  De Soto. He made a presentation. My god!   
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WEBB:  He’s a good speaker!   
 
JAIN:  Yeah. His paper, also, but the insights which he brought out and the processes 
again--when you look at the processes which he uses [tape skip] He is in my very 
good books right now.     
 
LEWIS:  Well, you couldn't be more right about the process planning.  
 
We've been talking today about--I think it's become a little bit clearer in our 
conversations than before--there's a sort of paradox, perhaps, with the process point 
that the Bank has on the whole, in terms of building up institutions, built itself as quite 
a substantial institution and in a lot of ways a very satisfactory one--a high quality of 
personnel, fairly high, I think. Lots of sour grapes, but on the whole I would judge 
over the life of the institution the average morale has been pretty good. It's had its ups 
and downs. It had a terrible whack in 1987 in the reorganization, but it has also 
managed to sort of homogenize the professionals in the institution so that people are 
first of all a Bank person, not an Indian, an American, or whatnot. So there’s a lot of 
healthy signs and symptoms of this institution, but as it's gotten more 
institutionalized, it spends more of its time and energy talking to itself, and it becomes 
more remote in a sense from the world it's supposed to be serving; that is, there's a 
sort of an inward turning aspect of the process that is counterproductive.  
 
JAIN:  [tape skip] meant to be a service station originally, but our government was 
also supposed to be a service station.    
 
LEWIS:  Yes. That's right. [Laughter]  
 
JAIN:  Now once you [all speaking at once]    
 
LEWIS:  It's become a toll station now!   
 
JAIN:  But once you enter it you find out who will service, like you’re saying, sent to 
ten different places. So it is a service station.   
 
KAPUR:  It is a self-service station.  [Laughter] 
 
JAIN:  But we should . . .  
 
[End Tape 1, Side B] 
[End of interview]  
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