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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 
 
S. KAPUR:  . . very little. So you go to indirect taxation [inaudible], mostly non-
progressive. It’s across the board.  
 
So therefore you come back to the dis-savings which have been caused by the public 
sector, it’s monstrous. They've introduced this memoranda of understanding 
ostensibly between the industry and every public sector undertaking. In my letter that 
was written to him at that time I expressed much skepticism about this procedure, and 
I suggested that if you are serious I would suggest an annual efficiency audit starting 
in [inaudible]. To use it, let us develop some norms, let us put some people, 
specialists--you know, a different approach.     
 
LEWIS:  Yes, yes.   
 
S. KAPUR:  He didn't respond, but it was very interesting that last week in the papers 
there were big headlines, “Cabinet Secretary's Dissatisfaction with the MOUs” saying 
that the memoranda of understanding have just become routine thing. The secretaries 
of the economic ministries don't even take a personal interest in that. There is hardly 
any personal reaction. But there again, the bureaucratic response. Now he's 
demanding monthly reports from the secretaries of the economic industries. Can you 
imagine, John? They will be doing nothing but developing these damned reports 
instead of getting on with the work!  
 
D. KAPUR:  But they have [inaudible] side—and it’s a very big if—they managed to 
produce the MODVAT scheme to replace the entire excise structure.     
 
S. KAPUR:  If they would. 
 
D. KAPUR:  If they would, that would be a substantial—I mean, I guess, speaking 
about it for some time now [inaudible] The industrial policy was a real change.   
 
S. KAPUR:  Industrial policy, yes.  [all speaking at once]    
 
LEWIS:  [inaudible]   
 
D. KAPUR:  It just like yanked away the discretionary power, essentially. 
 
S. KAPUR:  As I said. As I said, that’s what--you will learn much more about this 
than I do. That is what they have proclaimed. What is happening on the ground, I 
don't know. And it is rather sad that after all that fanfare and trying to drum up direct 
foreign investment, what do they get: Kellogg's? Or breakfast cereals?     
 

                                                 

1 Original 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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D. KAPUR:  No, but you saw the Japanese ambassador. The Japanese ambassador 
had a big speech. Did you read that speech?     
 
S. KAPUR:  Yeah, but the Japanese--you know what they demand. They are looking 
for industrial towns.     
 
LEWIS:  Industrial towns?   
 
S. KAPUR:  Yeah, where infrastructure will be only for them, the schools, everything 
. .  
 
LEWIS:  They want enclaves. 
 
S. KAPUR:  Enclaves. Enclaves. They are looking for enclaves, and okay, even that 
may be acceptable. But that's a very, very long-range thing.   
 
D. KAPUR:  Yeah. No, but also the fact that they've also--he said that you need no 
one is going to come now without having the—he specifically mentioned the word 
“security” for foreign nationals?  Physical security.  
 
LEWIS:  Physical security?   
 
D. KAPUR:  A greater perception of lawlessness. Then far greater infrastructure than 
is there, but, of course, by the time you get infrastructure and security, that's a long-
term--it's not an overnight thing.   
 
LEWIS:  Did you see the [Rasipuram K.] Laxman cartoon on the front page of The 
Times of India this morning?  I couldn't understand quite the implication of it.     
 
S. KAPUR:  Oh, yes.     
 
LEWIS:  It had a wood door, and it had a babu behind it with all sorts of what looked 
like paper from different would-be foreign investors, and then it had Manmohan 
talking to the prime minister, and he said, “Why don't they come?” or something, with 
“liberalization” pasted on the door.  Does that mean that the babus are still 
obstructing?   
 
D. KAPUR:  The sense which I have is actually not that. It's not the babus. The 
foreign investors are not coming. The Japanese ambassador said it's not the question 
of the your liberalization, of how much you are better relative to your past. You must 
understand that an investor sees your present as relative to other countries and not 
relative to your own past.   
 
LEWIS:  It’s a good point.   
 
D. KAPUR:  And so if you expect that because of the changes related to your own 
past you will receive, you know, a flock of investors, that's not true because East 
Europe has opened up. Latin America has opened up. So India has to see relative to 
them. Unfortunately, India liberalized at the same time that everyone else has. The 
demand is so high, and the supply is stagnant.     
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S. KAPUR:  The Japanese are very leery about Eastern Europe. They're not jumping 
in there.   
 
D. KAPUR:  No. They’re--in fact their whole—their own banking and financial crisis 
has meant that Japanese foreign investment last year dropped almost by half, you 
know. So . . .  
 
German investment has drastically stopped because of East Germany, so the two 
major sources of FDI [foreign development investment] . . .   
 
S. KAPUR:  Yeah, the capital scarcity which is, I think, Western. The World Bank 
president, he gave a speech, and that's a fact, the situation of capital scarcity.  
 
Incidentally, what you saw in the cartoon, the babu was [P.] Chidambaram.     
 
LEWIS:  Oh, is that who it was?   
 
D. KAPUR:  That's the commerce minister.   
 
S. KAPUR:  Waiting,  
 
LEWIS:  Oh, I see. 
 
S. KAPUR:  Waiting, really, not stopping but waiting, and all he gets is this, I think, 
cornflakes or something.   
 
LEWIS:  Oh, I see, I see, I see. Okay, okay, thank you. I didn't understand it.   
 
WEBB:  I was wondering, too. I was puzzling over that same cartoon.  
 
D. KAPUR:  The cartoon in India is a sort of an institution, that particular cartoon.  
Laxman is sort of an Indian institution.     
 
LEWIS:  Did you ever hear of the novelist R. K. Narayan . . 
 
[Interruption]  
 
LEWIS:  . . of how much they were put upon in the late ‘60s, and they still use this as 
a sort of defense against intervention, policy conditioning, and so on by the Bank.    
 
But you were sitting at the Bank all through the ‘70s and the early ‘80s and, while you 
weren't dealing primarily with India, I know, you certainly were interested in what 
was going on vis-à-vis India. What kind of themes should we be talking about in the 
Indian case? Is there things about the way they did, the Bank did its project business 
with India? Was it particularly good in some sectoral areas and not others? Was it a 
better wholesaler than a retailer? Did its own characteristics of size, sort of 
bureaucracy, headquarters-centeredness, did they affect how it worked here? 
Anything of this sort that . . .   
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S. KAPUR:  I'm glad you mentioned these factors because these are the factors I was 
going to mention in a general sense as part of Bank's problem.   
 
WEBB:  John, sorry. Could I add a little bit to the question?   
 
LEWIS:  Yeah, sure.   
 
WEBB:  Just to explain it in addition. I don’t think it really makes—it is very 
interesting to do a history of the Bank that isn't also to a fair extent also a history of 
development because who cares really whether the Bank was reorganized five times 
and things were changed around inside of the walls between 18th and 19th Street. It's 
really what's happening out here that makes the history of the Bank, the really 
relevant part.  So that's really why we're here, is trying to look for the threads, the 
impact, the differences across countries and over time in countries, how the Bank has 
been operating.   
 
S. KAPUR:  You used the word “put upon,” the perception of being “put upon” in the 
‘60s.  What did you mean by that?   
 
LEWIS:  Well, I think what they--the standard line is that the Bank--they've forgotten 
at the moment that it's also the U.S. even more than the Bank, but they could easily be 
reminded of that—was quite interventionist in terms of certain policy reforms that the 
outsiders thought would be appropriate. And the Bank did some arm-twisting; it did a 
deal between Ashoka Mehta and George Woods that brought forth--the thing that, of 
course, is always mentioned is devaluation, but that devaluation in my view was 
simply an element in a liberalization program. It turned out to be, partly for reasons of 
the weather and political accidents, and pretty costly in terms of domestic politics. But 
the thing that really burned them most of all--I know burned I.G. Patel--was that they 
got diddled. I mean that’s slang, but there was supposed to be a series of increased 
program loan amounts of roughly nine hundred million dollars a year that was going 
to go on for X years, presumably not less than three, certainly not less than two, and it 
turned out to be only one. They thought that they got short-changed. And really the--
as you see that written up, it's attributed to Woods' not keeping his promise. Of 
course, that's silly because there's no way the president of the Bank could promise 
what the consortium as a whole was going to do. And it was mostly that they got 
screwed by Lyndon Baines Johnson, but the . . .     
 
S. KAPUR:  Exactly. Well, on the contrary, I would give credit to Johnson. I'll tell 
you why.   
 
LEWIS:  Okay. Go ahead.   
 
D. KAPUR:  But I guess the point which these guys are making nowadays is that 
essentially the perception was we made a significant change because of external 
reasons at that time, and after doing that, external funds did not flow in. And there is 
that sort of fear of a repeat of that scenario now: You do all the changes, everything, 
and then the promised money in the next few years does not flow in. That's—that’s 
the major sort of chronology in terms of fear.      
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S. KAPUR:  I’m not really conversant with what promises were made, but in the 
Indian context I have a somewhat radical view of the ‘60s, that the role of Lyndon 
Johnson personally, that role of the--the stance taken by the U.S. and U.S. AID [U.S. 
Agency for International Development] and the Bank, I think was in India’s best 
interest. Those were the days that there was a—you remember, John--there was these 
two camps within the Congress, S.K. Patil camp . .   
 
LEWIS:  Yes.   
 
S. KAPUR:  . . and that your friend, agriculturel minister . . .   
 
LEWIS:  [Chidambaram] Subramaniam.    
 
S. KAPUR:  Subramaniam. S.K. Patil said, “Money is flowing in, we are for the 
program. We are getting all the programs. Let us not invest in agriculture. Let's invest 
in industry.”   
 
This other camp, which was much more sensible, said, “Yes, but this is dependence.  
How long can we continue? And that we must, if we are interested in India's 
development, we must invest in agriculture.”   
 
So within India itself there was a—there were two camps. And what happened, 
basically, that the external pressures--of course, Lyndon Johnson used it typically in 
rather ham-handed fashion--but what he was really saying was, “Come on, chaps.  
You can kick your own goal. Get on your feet!” And, of course, Indians typically 
enough resented that.     
 
So whatever the modalities, this was the attitude of the external agencies. The Bank 
was as much part of it as anybody else. And, looking back on it, what happened later 
on between revolution and all, thank god that [inaudible] won.  
 
You know, keeping India on a tight leash financially, I don't know. The mistake about 
the devaluation was that the Bank itself did not at that time know how to handle 
devaluation as part of a package. I think the Bank experience was very limited. The 
Bank used to pick on this devaluation without realizing that devaluation will work 
only within a set of policies; devaluation by itself is rather meaningless. And until 
quite late the Bank was doing this.   
 
I remember the Bank did this in Kenya, forced down devaluation, liberalization of 
imports. There was such a flood of imports into Kenya that after six months the 
government officially said, “We can't cope.” In that situation for Kenya to say, “Give 
us more money to finance imports” would have been silly. That was not the issue.   
 
So therefore if in India also they are saying, “We were not given sufficient external 
funds,” that is really bypassing the question. They wanted more funds for what? And 
even today--this is my personal reservation about the trade liberalization--the Bank 
has not encouraged . . . 
 
Turkey, the same thing in the early ‘80s, liberalization without saying what is the 
comparative advantage of Turkey in exports. What is the capacity, physical capacity 
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that is still on the ground to increase exports? What's the market? Turkey’s exports in 
those days used to be part to the European Community. It was in an assumption, tacit 
assumption of the Bank and Turkey, that there will be a tremendous exports to the 
European Community. That didn’t materialize, for a variety of reasons. Turkey was 
fortunate that the Middle East, they diverted lots of their exports to the Middle East, 
you remember, further exports.   
 
So what I'm saying is that the Bank was prescribing—the Bank and the Fund 
[International Monetary Fund]--they were prescribing this nostrum of devaluation 
without putting it in the framework of a package. That is why the devaluation of the 
‘60s in India created so many problems.     
 
D. KAPUR:  Well, but I guess the perception is that always when you liberalize your 
trade regime, in the short run imports increase faster than exports.     
 
S. KAPUR:  I would qualify that. Yes, I agree. Of course, that is obvious.    
 
D. KAPUR:  It takes six months to a year for suppliers [both speaking at once]  
 
S. KAPUR:   Oh, up to about a year or eighteen months, that's historical experience.   
 
D. KAPUR:  And so you need a foreign exchange cushion.  
 
S. KAPUR:  That’s historical experience. But that period can be shortened by doing 
some homework in advance, by checking on the physical capacity on the ground to 
export. Take India’s situation today, what is it that we are going to export? And what 
is Ex-Im [Export-Import Bank of India] script saying? Very sensible thing? It’s a 
great idea? But given the situation on the ground, it will promote commodity exports 
because those Ex-Im scripts by exporting, there is no import part [inaudible] So they 
can trade it. They don't need them. They can sell.  But it could, it could adversely 
affect the structure of India's exports. Does India at this stage want to become a major 
commodity exporter when commodity markets are so dicey? I think there should have 
been something in this which should have taken, been sensitive to this. What you're 
saying is they looked at the immediate things. They looked around, and they said, 
“Well, in agriculture we are fairly comfortably off. Maybe we can export some.” 
That’s fine; you see it’s the short term. 
 
LEWIS:  Which script?  Ex-Im?     
 
S. KAPUR:  Exporting boards script. You see . .  
 
LEWIS:  Oh, I see.   
 
S. KAPUR:  . . they replace the cash compensatory scheme for exports.   
 
LEWIS:  Oh, I see. All right.   
 
S. KAPUR:  So you earn this, which is tradable.     
 
LEWIS:   I see. I see. 
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S. KAPUR:  So you export. If you are exporting agricultural commodities, you don't 
need that 50 percent that you get . .   
 
LEWIS:  I see.   
 
S. KAPUR:  . . and you sell it. It can be sold at 40 percent premium or it’s come 
down to 30 percent premium to the import intensive exporter who needs your . . .     
 
WEBB:  [several speaking at once] Completely subsidies, big subsidies.  
 
S. KAPUR:  Yeah, true.     
 
WEBB:  We had that in Peru, and fantastic corruption in . .  
 
D. KAPUR:  No, but these are market trades.    
 
WEBB:  Yeah, people invent exports.   
 
D. KAPUR:  Oh, really?   
 
WEBB:  We used to—we ended up--all kinds of things. We ended up exporting 
stones.   
 
KAPUR:  Stones?   
 
WEBB:  Old books. Yeah, they were sold as precious books. There was a famous 
horse, a mule, that was sent with--he was trained to go across the border. He would be 
taken across the border, and then he'd be released and he was trained to walk back.  
So our exports of thoroughbreds soared! [Laughter] All kinds of things! It amazes 
me.   
 
D. KAPUR:  You would have thought with so much ingenuity Peru could have 
exported legally.     
 
S. KAPUR:  No, but there you run up against this thing. What is on the ground? What 
do you export? Where does your competitive advantage lie? And which are the 
markets? Market research in this country just doesn’t exist.     
 
WEBB:  You also need a certain time horizon. No one is going to go into any 
business when you are jumping around. How long is this new exchange rate or 
subsidy going to last? Otherwise, you just get these little deals.     
 
S. KAPUR:  Export exchange rate might last if these figures that are coming out on 
inflation are correct because this is against historical experience. This is--I think the 
country is very fortunate. Normally inflation was the country's problem.     
 
LEWIS:  How did that change? Now for a long, long time this was a very, very 
inflation-resistant country compared to almost all other developing countries. It was--I 
felt it was too cautious in its fiscal policy on average over the years. It didn't push 
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growth promotion as much as it should. It sure as hell has changed sometime in the 
recent past. When did that turn come? And do you think it is—is there a different 
psychology in the leadership?     
 
S. KAPUR:  Well, as you know this liberalization really started in a perceptible 
fashion under Rajiv Gandhi. But then they made the mistake. They were rather 
indiscriminate . .  
 
LEWIS:  But still, when one is talking about macro-management, I suppose, about 
budgets, maybe monetary policy to some extent, it isn't just opening up markets that I 
shouldn't think would have brought this . . .   
 
D. KAPUR:  Macro policy, because of deficit financing?   
 
LEWIS:  That's [several speaking at once]      
 
S. KAPUR:  In Rajiv's time, you will see the budgetary situation when he came to 
power and when he left. As you know, now, today the central government’s revenue 
receipts are not enough to meet its revenue expenditures. Revenue expenditures.  
Forget the capital expenditures. With the result that the country was borrowing abroad 
to meet these deficits. The fiscal deficit was being controlled not by any internal 
policy but by borrowing more and more and more. It is just as you are saying, this is 
contrary to India’s tradition, that external savings never contributed that much to this 
country, whatever development was taking place. That was a change. That was one 
thing.  
 
And secondly Gandhi--the growth in the black money in this country is phenomenal, 
with the result that the price has ceased to matter. People are willing to pay anything 
for anything. This is adding to the inflationary cycle. There’s very little consumer 
resistance.     
 
LEWIS:  You know, you’ve just reminded me of something that I'd like to ask you a 
question, putting on your OED [Operations Development Department] hat more than 
your India hat. This whole business of corruption, it certainly has been a major 
characteristic of the development  process—not just development, but development in 
all kinds of developing countries, including this one, and it changes its contours and 
shape and so on over time. It's an impolite—it’s a touchy subject almost—by 
definition. How mindful was OED of the whole corruption issue? How big a role? 
Did you have any kind of a screen that you threw over it? Or did you try to post it? Do 
you have some kind of standards that, where you differentiate between--we hear about 
minor corruption as sort of functional, it’s a sort of part of the market system, it 
maybe patches over failures of the wage structure to move particularly under 
inflationary circumstances, as differentiated from big-time corruption as sort of 
disorienting, dislocating? But did it--was it a main issue in your time?   
 
S. KAPUR:  Much to my sorrow, no.   
 
LEWIS:  It was not.     
 
S. KAPUR:  There were glancing references.   
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D. KAPUR:  In fact, there’s a new database of all OED report summaries. It extends 
to about 15,000 pages, and one can search for words on that. Only twice is the word 
“corruption” ever mentioned. The word.    
 
S. KAPUR:  And since you know Ishan, this will amuse you. The footnote to that, 
your question, is--you know Ishan, my son, who was at the IMF. He was, has been 
division chief over francophone West African countries. Some years back—must 
have been three or four years back--I was in Washington. We were just chatting, and 
his bluff was called. He said, “One loans money to the countries. Where does it go? 
Into the pockets of the president [inaudible]?” He said, “Corruption is so--why are the 
Fund and the Bank loaning money without making a condition, insisting on 
establishing some kind of a mechanism which would control the use of these funds?”  
[inaudible]   
 
And he said that he had just raised this with his Managing Director, that one of the 
conditions for Bank/Fund’s helping any country should be nature of governments.  He 
got upset at the [inaudible]: “Nobody's going to listen to you because it's not 
unknown what you're telling me, but the Bank and the Fund have taken no notice.”  
And I am impressed that since then, over the last three or four years, he in his own 
area started insisting on paper, in Board presentations. He said this to the Fund Board 
on one of the countries [inaudible] that he was concerned, that while he was 
presenting a program he would like the Board to insist on its governance. Since then, 
of course, it’s become a major issue. My hope would be that there will be a focus on 
corruption now.     
 
LEWIS:  That’s great. 
 
D. KAPUR:  But why was it, I mean, why—I mean, I'm sure at that the project level 
that we hear this so often, sector projects--why did the institution and within it why 
was it sort of--why did people look away because in the long term that has resulted in 
institutions colluding, to an extent, that everything that has been subverted?     
 
S. KAPUR:  One reason is what you yourself just mentioned: those were the days 
when the Bank was lending mostly for projects. There was in the program lending 
very little. And projects, the Bank always felt that on projects by insisting on proper 
accounting, reports, periodic reports and all, that it was controlling the use of funds.  
 
The second thing was a certain amount of cynicism. What John said earlier: 
corruption was seen as one of the inevitables in the developing world. There was a 
certain amount of cynicism, that this is a fact of life. So the Bank, without trying to--
you know, without analyzing it, its effects on the development process itself—with 
which the Bank was concerned for a number of years--just it wasn't that it wasn't 
there, of course. We just ignored it. We thought that it would--focus on it at the 
project level and left it alone at the state level.  There was a tremendous [inaudible]  
 
WEBB:  Would you finger two or three worst cases of corruption?   
 
S. KAPUR:  We saw it all over. Speaking as an Indian in those days, if one was 
aware of what was happening in various countries, in the back of my mind was 
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sorrow that it was happening, [inaudible] extent and all that, but a certain smugness 
that as in India it wasn’t happening. The world is changing. Now I'm ashamed at the 
level of corruption. And I find, I suppose, one didn't really take especial notice of it, 
and that was what I said, that Ishan's approach is a better approach, to look at it as part 
of governance. It is getting a little distorted with hullabaloo about democracy.  
Democracy is fine, but democracy must be looked at as a tool for good governance.  
That end people are forgetting, forgetting to emphasize the process. I hope as part of 
the emphasis on governance that the Bank and the Fund will become more conscious. 
But the larger issue that comes from this, you get back to the policy basis of the 
budget.  
 
LEWIS:  I think the point you made, though—it’s not unfamiliar, but somehow I 
haven't thought about it very much until lately. We've been talking a little bit amongst 
ourselves about the corruption here recently. I think the project focus has a great deal 
of protection built in from the point of view of the lender in his own mind. You sort of 
hermetically seal the activity. You see that that's clean, and that--your responsibility 
stopped there. It's an enclave kind of mentality.   
 
S. KAPUR:  Absolutely. Absolutely.   
 
D. KAPUR:  On the other hand with OED--I guess under your tenure--started this by 
looking at sustainability of Bank projects as a long-term, right?  
 
S. KAPUR:  I started that. 
 
D. KAPUR:  I would have thought at that time you can protect and seal your project 
while you're disbursing the funds, so the time when you do your audit: you know, 
reevaluated rates of return, money disbursed, VCR [phonetic] is done and so on and 
so forth.  On the other hand, between that time and then if you go back again there, 
six, seven or a decade later, you often find that things are very different. One of the 
reasons arguably might well be corruption because the environment now begins to 
affect your figurative sealed project very strongly. Now you cannot see it. At that time 
did this issue . . .  
 
S. KAPUR:  Well, it was basically the institutional psychology--what you were 
describing earlier; John was saying--that the enclave approach, that the Bank was 
focused entirely on the projects, internal organization of the Bank reflected this same 
preoccupation. The projects people were the ones who really were the best executers 
of the Bank’s purposes--or seemed to be so. This, then, became an issue really later 
when the Bank went into this 25 percent of total Bank lending for structural 
adjustment and program loans and all. That was a time when this issue should have 
really surfaced in a big way because when you are handling that kind of money--I 
have always had, personally speaking, reservations about why the Bank at one stage 
went off its rocker, really, in the amount of freely disbursing money in structural 
adjustment loans that were made. That was the time when the Bank should have seen 
that, “Here we are. We are saying that the policies are perverse. Policy managers are 
not competent enough, and yet we are handing them this money.”   
 
LEWIS:  There were two drivers, though, at that point. One was to simply move the 
money, and the other was to get this good policy advice out. There was a vehicle for 
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giving good messages, policy messages, and you don’t want to sort of get too messed 
up a project without being too persnickety about details. I think that you're quite right, 
that that's when there should have been a real focus on these things, but apparently 
there was not.   
 
S. KAPUR:  But there again the Bank went off half-cocked. When this thing 
developed--with the momentum--with my reservations I told my people to look 
particularly at structural adjustment loans and program loans. And one horrifying fact 
that they came up with: that the Bank lacked institutional capability for that kind of 
lending. It just did not have economists in the divisions assigned to monitor and 
supervise these structural adjustment loans. In those early years, which looked at a 
number of countries, my people went to the headquarters, went to the field, and said, 
“Whose responsibility is this, to supervise this on a country budget?” And there were 
divisions, and there was locally [inaudible] adjustment program.   
 
The Bank once again I think, you know, it sometimes jumps ahead without looking at 
the total picture, I’m sorry to say. You know, you can say it's the dynamism of the 
agency, or you can say that as an institution--you must have seen this in the history—
that any new idea becomes, in a very short time, becomes a credo, top to bottom. 
There are no dissenters. There are no reservations. There are no checkpoints. 
Everybody's pushing it, and when everybody's pushing it . . .   
 
LEWIS:  That's pretty much characteristic of the whole institution, I suppose. 
 
S. KAPUR:  Exactly. 
 
LEWIS:  It’s kind of an absolute monarchy--and the monarch may not be the 
individual who's the president, although it certainly was in the [Robert S.] McNamara 
period--but there aren't very clear mechanisms for hearing internal dissent, are there?   
 
S. KAPUR:  That's an interesting point. I'm sure you will find some place--and you're 
sure to this out--but given this organization with so many talented people, specialists, 
good intellects, why is there a lack of internal--I won't call it “dissent”--but why is it 
that anything coming from the top gets totally accepted and everybody belts around 
trying to [inaudible], without anybody trying to exercise restraint, saying, “Okay, but 
let’s look at this [inaudible] . . .”   
 
It happened in McNamara's time: integrated rural development. We did a review of all 
the projects in integrated rural development in Africa. Zero percent success rate. 
Obviously, when you are saying that those countries have weak institutions, 
integrated development assumes coordination within institutions, and coordination is 
the most difficult thing, even when institutions are good. It never struck anybody that, 
“Okay, if we cannot integrate it on the ground, let us try to integrate it in the 
headquarters,” as the Bank should have done. One division and another division, they 
could have set up a cell for every integrated project so that each one, the different 
sectors which are involved, different areas that were involved, were watched by that 
division and coordinated with headquarters, which may be a critical part and all that 
sort of a thing. Nobody did this because the word came from on high, and everybody 
picked it and ran.   
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And the most disgusting was [Barber B.] Conable's time--not Conable, [Alden W.] 
Clausen--because that was the reason, you know, and the private sector, this drumbeat 
of the private sector. And I used to get nauseated sitting in the Board [of Executive 
Directors]. The change in the idiom of all the papers was so rapid and so mindless. 
Everybody was keen to just--without concretizing it, without analyzing it, without 
fitting it in a timeframe of institutional planning.   
 
LEWIS:  Yeah, yeah, yeah. This is a pretty fundamental issue, I think.     
 
S. KAPUR:  It was only in the later stages that the French ED [Executive Director] at 
one time on one loan presentation said, “Gentlemen, let us make a distinction. Are we 
talking of ownership, or are we talking of efficiency?” He said, “Those are two 
distinct things. When you talk of privatization, is your concern with greater efficiency 
or are you only concerned with ownership?” And it was after that that the Bank 
coined its new word. What's the word? “Marketization” or something.   
 
D. KAPUR:  Is it “market friendly”?   
 
S. KAPUR:  Yeah, this--I mean, the idiom changed again.     
 
LEWIS:  Well, I remember when I was working for them we made this distinction 
between the market and the private sector issue, and that was a . . .   
 
S. KAPUR:  It is in your book draft, also, I remember seeing it, isn’t it?  
 
LEWIS:  Yes, yes, that's right, yeah. And it did get just sort of swept aside by fashion 
at the end of the ‘70s, into the early ‘80s.     
 
D. KAPUR:  Do you think that the change in the structure of the Bank, what is at 
least perceived to be a more lean and decentralized structure, more country-focused 
sectors, has allowed room, has allowed greater room for dissent because directors can 
protect their programs from sort of external dictats or later fashions?   
 
S. KAPUR:  I don't know.  Firstly, you know, I no longer know what is the Bank's 
structure. Conable virtually destroyed the organization. It was a most stupid thing and 
very ham-handedly done. It had no rationale because as long as the Bank has program 
lending and project lending, they should be balanced. The Bank's strength 
traditionally lay in project lending and in projects people whose concern was with the 
technical feasibility and the technical excellence of what the Bank was engaged in. 
And with one sweep they downgraded the projects role, handed it over to the 
programs people who’s, frankly, traditional concern had been to shovel out money, 
not to question the quality of what the Bank is financing. And yet because its people 
were downgraded, chopped up, this stupid organization, every region has its 
specialists, the projects departments plus projects divisions under programs people.  
What structure, what organization is this?   
 
But decentralization—now that [Lewis T.] Preston is saying, “More power to the 
regional vice presidents” why is he creating Managing Directors? From what 
responsibilities I have heard here have been assigned to the Managing Directors, it is 
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still the same. This Managing Director will be responsible for such and such area, 
such and such regions, oversee their functioning.   
 
I don't thing--to get to the crux of your question--I don't think the problem is of 
structure and organization. The problem is of tradition.   
 
Under McNamara you remember, John, this cell that Mahbub ul-Haq used to head?   
 
LEWIS:  Yeah.   
 
S. KAPUR:  Now, they were encouraged by McNamara, really, to say their say, even 
if it happened to be occasionally against the prevailing . . .   
 
LEWIS:  Yeah, my sense of that cell--and I'm not sure Mahbub agrees. We had an 
interview with him, and he differentiated his own relationship with McNamara to the 
operation of his unit’s. I forget exactly how, but at any rate, my own notion is of that 
as being positioned in a sort of research-to-operations dimension, that it was, if you 
take a hole between what the development research center did under [Hollis] 
Chenery--of course, Mahbub also was technically under Chenery--but between that 
and what went on in operations, let's say, the project implementation, Mahbub was 
somewhere in the middle.     
 
S. KAPUR:  That’s right.   
 
LEWIS:  They had a kind of brief to monitor what was going on and sort of look at 
the--sort of do policy analysis. I forget how they were involved and whether they 
were built into a procedure that automatically involved them in every issue of certain 
scale or whether they had a sort of brief to enter somewhat at their own discretion.  
That was different than the Warren Baum operation, which was I think what you're 
talking about, where you had a control, quality control mechanism, on projects that 
was central and presumably tried to apply the same standards across the project 
business in all regions. What's happened now is that’s been--those people have been 
dispersed to the regions. And you think that—you’re not the only one that thinks so--
that the people in charge in the regions are more from the operations and sort of 
economic policy but money-moving operations side, so the quality-control ability of 
these dispersed technicians has been diminished.   
 
That I think is--there is a sense we get--Devesh has it better because he's there all the 
time--but there's quite a variance now in terms of sort of the culture of the different 
regions, that they have quite different standards. They have more autonomy, I guess, 
than they have had. This is not just in this latest Managing Director thing, but LAC 
[Latin America and Caribbean Region] has its own style that is—it’s more of a neo-
classical one and a refuge for the people who left the Anne Krueger shop sort of 
landed in LAC for some reason. And of course [Edward V.K.] Jaycox seems to be his 
own master, doing his own kind of thing with quite a lot of support from above in 
Africa, not producing successes yet, but a hell of a lot of activity. And other things 
sort of in other--Asia seemed to be the more, I guess, tranquil area. I mean, it's almost 
a little complacent, huh?   
 
D. KAPUR:  Well, it will be different now that . .   
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LEWIS:  Now it's been divided again, but there was this--you had [Attila] 
Karaosmanoglu and Oktay [Yenal] there and things are sort of going along quite 
nicely in Asia compared to these other disaster areas.   
 
S. KAPUR:  Well, could that also be the reason, that the style of the regional 
managers is to a large extent conditioned . .     
 
LEWIS:  By what they're dealing with.   
 
S. KAPUR:  . . by what they’re dealing with. Willi Wapenhans once made a remark 
to me which stuck in my mind. I was questioning him about the dynamics of the 
relationship between the Bank and the recipient government. I said, “You know, I get 
this feeling that you people are shoving things down their throat. Why don't you make 
it more of a reciprocating process as to develop them if nothing else?”   
 
And he said, “Shiv, yes, we would like to do that, but sometimes when we push for 
those things, there is nothing there.” Which is an extreme way of expressing 
institutional weakness on the other side, that you first have to develop the capacity for 
them to resist before they begin to resist and interact, and the Bank doesn't have the 
time.   
 
LEWIS:  And maybe the Bank has not yet developed much comparative advantage in 
that kind of institutional development.    
 
S. KAPUR:  It just hasn't had the time. Institutional development, as you know, is 
such a long haul thing. And the Bank has always been in a tremendous hurry.     
 
D. KAPUR:  Do you think that dissent is one area where the Bank has lacked  
patience?   
 
S. KAPUR:  There's something about the institutional culture. There's something 
about the institutional culture. I don't know. I hate to use the word—and probably it’s 
an overstatement--it's almost a sense of servility. It used to amaze me, given the 
caliber of the individuals, why should they be so servile. What I was saying that in 
Clausen's time everybody picked up this private sector idiom. Whether it belonged or 
didn't, everybody felt the compulsion to bring it in. Take McNamara, of all the 
presidents I have known. Here was a man, very dynamic. He had his own ideas. He 
brought tremendous force to those ideas. In other words, [inaudible] thinking person 
in terms of development ideas, all the ingredients of . . . 
 
[End Tape 1, Side A] 
[Begin Tape 1, Side B] 
 
S. KAPUR:  . . freedom existed in the Bank was at a maximum in McNamara's time.  
Let me give you two small instances, if you'll forgive me taking my own case:  Peru.  
Peru had just nationalized IPC [International Petroleum Company] and all that, and 
the Bank policy was that “no lending to Peru.” I visited Peru. Given my own 
background I had no such hang-up, and I said, “This is just not right. Our interest is in 
development.” And these wretched IPC, et cetera, were not really lily-white, and IPC 
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at that time was demanding compensation to take into account its future profits also, 
alternative replacement value at today's prices of their assets. Book value was far 
behind.        
 
On my own I decided that this was not really a proper situation, so I started the team 
working on Peru, doing the economic analysis, analysis of their investment programs 
and all. Having done that--Gerry [Gerald M.] Alter was the director--I went to Gerry.  
I said, “Gerry, Peru is one of these consultative group countries.” I said, “Look, we 
are a technical organization. We don't want to lend. That doesn't stop us from offering 
technical assistance or doing analysis. Call a meeting of the consultative group and 
say, ‘Here is our analysis. These are the country's needs. Here is our charter, because 
of which we can't lend. You are free to lend if you want to.’”   
 
Oh, Gerry hit the ceiling! He said, “You want to make a monkey of me? That I am 
going to chair a meeting and tell everybody, ‘We are not going to lend, but you 
lend.’”   
 
I said, “I didn't quite say that, but would you mind? Here is a piece of paper. Take it 
to McNamara.”  
 
He took it to McNamara. McNamara sent for me, and I elaborated on the paper.  
McNamara gave orders, called the consultative group meeting. He called a meeting. 
Three hundred fifty million dollars worth of commitments were made despite our 
saying that we can't lend to them. So as I said, here was a man at the top.  
 
Same thing happened in Jamaica. Jamaica was being screwed by these--forgive the 
language--by these bauxite companies. (I hope this is not being recorded.) These 
bauxite companies, you know, they were vertically integrated, their procedures.  All 
prices were transfer prices. The maximum was when [inaudible]    
 
[Michael N.]  Manley was the prime minister. I used to like Manley. He had echoes of 
Jawaharlal Nehru, so there was a personality. We had tremendous rapport. So he used 
to talk to me, and he’s very disappointed: “What shall we do?”   
 
In one of my rash moments I said, “You do what you have in mind. You just break 
this mission’s hold; this is your main resource. I think I can persuade the Bank to be 
sympathetic.” He did it.   
 
Of course, the Bank went through the ceiling and all. I asked for a meeting with 
McNamara. I explained it to him. I said, “Are you willing to make a visit to the 
Caribbean and especially to Jamaica?”   
 
He thought. He said, “Okay.” He came to Jamaica.   
 
I had one mandate. I said, “In order to insulate McNamara from the bureaucracy, 
which is hidebound as anywhere else, I want you to have a one-to-one meeting with 
McNamara. I'll persuade McNamara to do that, and you speak your mind.” Got the 
two of them closeted together.   
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Half an hour later McNamara came out. I was standing outside, and he says to 
Michael Manley, “If you have a problem, tell it to Shiv, and he'll get to me.” And 
during McNamara's time, it did not realize that [inaudible]   
 
I'm saying that therefore I do not understand the institutional culture in the Bank, why 
the Bank staff, even senior ones, adopt the line from the top. They don't have to. You 
should be able to diagnose it. 
 
WEBB:  It's a very institutional thing, though, isn't it?   
 
S. KAPUR:  It’s really institutional. 
 
WEBB:  I mean, it's not just the Bank.  I mean institutions in general.  
 
S. KAPUR:  Well, maybe. In general, I am idealistic. I feel that the Bank has such a 
fund of talent. No other institution really has such—institution of this size--has such a 
concentration of people who should know better.   
 
WEBB:  I mean, I think it jars more with the World Bank because it's such an 
intellectual place, especially now.     
 
S. KAPUR:   Exactly. Exactly. People who can speak with authority in their 
profession and expect to be heard. But they don't.   
 
WEBB:  But isn't the Fund worse?   
 
S. KAPUR:  What I get from Ishan, the Fund is more political because of this 
continuing in and out with Executive Directors, you know, every report, country 
monitoring, surveillance. So therefore the more interaction makes a more political 
organization. I don't know really. I don't think I can give an answer to that. It could 
be.   
 
WEBB:  It's a hard comparison because the Bank has been venturing much more, 
covering much more ground in terms of ideas, innovations and so on, whereas the 
Fund is pretty well stuck on the same . . .  
 
S. KAPUR:  It has been applying the same formula.    
 
LEWIS:  I think the Fund is more, because of its smaller agenda and it's more 
stereotyped, it's more indoctrinated, and its personnel get--the very high-quality 
people get sort of molded to a certain kind of position and view of the world and 
almost become interchangeable parts so there is less, I should think, motivation from 
frustration on the part of staff to want to fight the system because they attempt to take-
-they believe it. You know, I think in the Bank we still have a lot of diversity of 
various kinds and scope for disagreement. And as you say there is this compulsion 
somehow to conform on the part of very many people. 
 
D. KAPUR:  But is it . . .   
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S. KAPUR:  The Bank--excuse me--and you are saying the Bank until recently, when 
the Fund is beginning to develop these new instruments, you know, the structural 
adjustment, extended fund facility, et cetera, et cetera, the Fund’s instruments are also 
so limited, and those instruments really focused on certain given parameters.   
 
But the Bank’s instruments are at the Bank's disposal. There are no barriers. There are 
no defined parameters within which the Bank can function. It can enter any aspect of 
a country's economy.     
 
D. KAPUR:  I was just wondering if—to the extent that, again, to the extent that 
institutions are a sum of their individuals and it's who you hire, how you hire, that 
over the long term that becomes part of institutional culture, as these people rise up 
and so on. And I was wondering if you see any relation between the two, you know, 
because one is technically very good does not mean that one has a capacity to dissent. 
That needs a different, perhaps--it need not necessarily, but one need not. And the fact 
that the Bank is hiring from a very few institutions, you know, so people of a very 
similar mindset who will in the first place be entering the Bank, there is a lot of self-
selection there. So why would you expect them to dissent in the first place when 
people of similar ideas have been hired in the first place?   
 
S. KAPUR:  Well, for one thing I would change your description of technical 
excellence. These are not technical people in that sense. They are not computer 
analysts. They are not--they're educated people. I would prefer to use the word 
“education.”  Okay, you're right that they are from the same kind of a background: 
Harvard, Oxford, Cambridge, Chicago, what have you. But what they receive from 
these institutions is really, hopefully, a good education. Well, you know, where else--
otherwise nobody’s getting a good education. And therefore I would say that while 
they’ve acquired certain tools of analysis, they surely have not lost their minds in the 
process to adapt that analysis and its conclusions to given set of circumstances, 
whatever, of a country as well as back home, and to be the capacity to create a 
reciprocating relationship between the recipient and the Bank which would lead to . . .   
 
D. KAPUR:  I'm afraid I would disagree with you. I would say the capacity for 
dissent of an economist from Princeton or Harvard is absolutely zero because they are 
not—they are so technically trained nowadays.   
 
S. KAPUR:  What are they trained in? They're trained in analyzing . . 
 
D. KAPUR:  Just a very, very . . .   
 
S. KAPUR:  They're not trained in finding a solution which the Bank propagates.   
 
D. KAPUR:  No, but they’re not—I mean, the set up of the education is a very, very 
narrow education.   
 
WEBB:  You're talking about Ph.D.s now.   
 
D. KAPUR:  Right, right. You know, it’s a very, extremely narrow education.   
 
S. KAPUR:  Okay, but it's the same people.   
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D. KAPUR:  And who have no experience, right, because they come straight in so 
they haven’t seen life.      
 
S. KAPUR:  They have had no experience; that has been a weakness of the Bank, and 
that is a--there again I got back to the implications of the changes that have taken 
place. The Bank used to be dominated by technical people. The mid-career interns 
were all technical people. The economists were the ones who started [inaudible] and 
therefore you could say they took the coloration of the organization much more 
readily. But still, if you look at the Bank’s history and you look at the shifts in the 
Bank's postures and the Bank's priority and what the Bank is advocating, pushing, 
there have been radical changes. The same group of people with the same technical 
training, how is it that you break the mold then because the dictat comes from above? 
They are capable of breaking the mold.  
 
LEWIS:  I've got a theory which has to do with the opportunity costs of dissent. It is 
in a sense that the Bank is such an attractive place to be professionally, it becomes so 
that the culture and all of its minuses is pretty much appreciated. The real wages aren't 
bad, either. And there's for some—and the, there is a sort of a quality of, there’s a 
pretty high risk-averse aspect to a lot of people in the Bank. They really don't want to 
get fired, and if there are not procedures that institutionalize different, I mean 
disagreements, if it is a monarchical institution that can sort of change its spots 
ideologically over a season and suddenly this becomes the new conventional wisdom. 
Very able people!  
 
You see the same thing in a university, not in terms of subject matter because a 
university does institutionalize disagreement quite broadly, although certain Marxists 
may not be in this season, but by and large it is not wrong to be disagreeing with your 
colleagues. At least, in technical economics these days I guess it is closer to it. But 
universities are very conformist in terms of certain procedural requirements. By god, 
you start breaking the rules in terms of turning in grades and sort of violate the 
manners of the place, and you get—and you find people are quite risk averse in that 
sense. I think that the very, in a sense, positive quality of the Bank, some of their 
qualities, makes it, injects this kind of cautiousness into, a way, slavishness.     
 
S. KAPUR:  No, you’re absolutely right. You’re absolutely right that the reward 
system is such that it, in the most sophisticated way: “go along to get along.”     
 
LEWIS:  Yeah, yeah.   
 
S. KAPUR:  But, John, that is just the problem! I'm saying that the people at the top 
should be sensitive to this, and more so in the Bank than in a university because the 
Bank is dealing with such a diverse world.     
 
LEWIS:  Exactly. Yes, yes, yes.   
 
S. KAPUR:  Therefore, on the ground there is raw material for diversity.   
 
LEWIS:  Yes, of course.   
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S. KAPUR:  The Bank should--if the Bank was sensitive to this, it would permit its 
own people also to be more diverse in their ways of thinking, more creative in their 
response, actually. You know, it goes back to the organization's search for excellence 
within itself. And what I'm saying is that it runs contrary. I'm saying it with sadness, 
that the Bank, in a sense, organizationally misses an opportunity.  
 
LEWIS:  I think you’re right, yeah. 
 
S. KAPUR:  And if the dominant culture--naturally, you know, people [inaudible] 
with the Bank. It's a very good career. People don't want to put their career at risk, but 
why should that consciousness be there that they would be putting their career at risk, 
if the Bank went about it in a self-aware, conscious fashion, how to handle it?   
 
[Interruption--all speaking at once about schedule]    
 
LEWIS:  We're going to see Raja Chelliah.     
 
S. KAPUR:  I hope you'll get a preview of what he's coming out with. I tried to pump 
him the other day. I didn't get very far. 
 
D. KAPUR:  He had to come--last year there was a slight sort of a seminar held at the 
Bank—not really a seminar--with Raja Chelliah, T.S. Shinuwas [phonetic]and Amin 
Has [phonetic].  The three of them were sort of--challenges facing India. This was in 
September of ’90 or October.   
 
LEWIS:  Challenging what?   
 
D. KAPUR:  Challenges facing India in the ‘90s. I really liked Raja Chelliah. He was 
very, very sensible.   
 
WEBB:  Maybe we have time for one more question?   
 
S. KAPUR:  You will have to give me a minute, if I may, to just dash down for a 
minute because I want to get back to the question that we started with, India's 
responsibility.  I have something . .   
 
[Interruption] 
 
S. KAPUR:   . . department, they focus on industrialized countries, on getting the 
money, the Bank’s World—should see—I am at the recipient of these two 
judgements. No big deal, but in a small way.  The Bank’s World comes monthly and 
UNDP [United Nations Development Program] has started publishing something 
called World Development. I’ll show you the two issues. In the Bank’s World—it’s 
really, it’s a pity, almost shocking—lot more of [Moeen A.] Qureshi’s statements, 
Conable’s statements, while this UNDP publication, it’s glossy and whatnot, good 
photographs, experiences—it’s full of working with experiences. It doesn’t quote its 
head with all as he gives such and such a speech at such and such a place. In other 
words, while the Bank’s thing is directed either inwards to its own staff or to the 
industrial countries, the UNDP thing is really directed outwards.  The Bank does 
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nothing—there is no publicity, you know, in a sophisticated fashion on what it has 
achieved on the ground, what it has been doing. There’s no publicity. 
 
LEWIS:  That’s really amazing.  I hadn’t thought about that. Even the bilateral 
donors do a lot more of that sort of thing. 
 
S. KAPUR:  The Swedes do a good job. 
 
D. KAPUR:  [S.] Guhan had asked me to see if I could get him any details of just 
how many roads has Bank money financed in India--how many miles of roads, how 
many megawatts of electricity--because he said he had seen that in the first history.  
And I don’t even know where to begin. I am sure you can do it by taking loan by loan, 
adding it up, but I mean that’s a—you know, I just don’t have the wherewithal to do 
that. 
 
WEBB:  When we finish this book . . 
 
[End Tape 1, Side B] 
[End of interview] 
 


