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NOTE:  No tape for this interview exists at the World Bank Group Archives.  The original 

transcript was made by the Brookings Institution World Bank history project; original 

insertions are in [ ] or ( ).  Insertions added by World Bank Group Archives are in italics 

in [ ]. 

 

 

LEWIS:  General subject, I hope to talk about policy today. We have, in our outline for 

this thing, allotted a couple of chapters to the role of the Bank as a policy influencer.  We 

mean mainly through the lending program, and as you can imagine, we see ‘79-‘80 as a 

kind of pivotal time, the characters somewhat changed, maybe not as much as was 

thought, but--and we, this, in terms of personalities, some of it sort of centers around 

Ernie [Ernest] Stern inevitably. We, a lot of what we've tried to sketch to ourselves in 

this area turns out to be quite controversial, and we're not going to please maybe 

anybody, and certainly everybody, but we'd really like to get your reflections on this 

whole phase of the history.  

 

DUBEY:  Essentially starting from the ‘80s?  

 

KAPUR:  No, I thought if you could precede it slightly, so as to get a historical sense, 

starting with the creditworthiness and debt study in '68.  

 

DUBEY:  Oh boy, you're going back to that?  

 

KAPUR:  Yeah, we are going back right to the big names, but all the things that were 

interesting when we did the ‘80's, a lot of the old timers in the Bank, quite contrary to the 

discovery of policy in the early ‘80's by the Bank, it was rediscovery of policy. And then 

of course, one had to go back, you see, (1) why was there a substantial difference 

between the sorts of policy the Bank emphasized in the ‘50s and ‘60s and the ‘80s and 

how real was the alleged decline in the ‘70s, and of course, how real was the alleged 

upsurge in the ‘80s. So I thought, since that was one of the early policy-related issues that 

you had worked on . . .  

 

DUBEY:  Yes, that is, the '68 study, of course, well, let me say a few things, I guess. My 

prejudices, I think, come across, and I think they are prejudices. The '68 study, clearly, I 

enjoyed that one, of course done as a special effort, having the initial approach for--Jo 

Saxe was on it, and the initial objective really was very simple. The idea was--[Robert S.] 

McNamara had some notion that he wanted a big expansion--that's how it came down to 

us—of the level of Bank lending, and this notion of a billion dollar at that time was 

supposed to be one of the objectives.  

 

Now the question was, when we started looking at it, we--it was very strange because we 

didn't, in a sense, we didn't start with any special idea, what went wrong.  The arithmetic 

of external debt is such that if you start with the notion that development is a fifty year 

business, then it's not, let's say, a short-term--I mean, fifty years was my sort of arithmetic 

of saying it's long-term. Then if you are borrowing at 6-7 percent a year, the kind of gross 

flows you need to keep a positive net flow going, it is sort of explosive. So the conclusion 
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we came to was that essentially, you know, that the countries where lending was going to 

increase rapidly, bank lending in the ‘60s, would be the debt problem countries of the 

‘70s.  That's the line that we took. Essentially, in fact, while we were coming out--today 

by hindsight I would say is that we were coming out that you shouldn't try to double the 

level of Bank lending, what you should do is try to double the level of IDA [International 

Development Association], because in a sense those are the terms on which fifty year, 

sixty year, seventy year development processes can be supported.  If that's the sort of 

cycle of the capital flow cycles.  

 

Okay, when the report came out it was sent up to McNamara and it came back the same 

day. He used to have some sort of a note stamp that said, "The President has seen." That 

was the end of it. That was the end of the . . . you are considered to be responsible 

characters, some of us, I was told, I don't know how true this is, this is simply hearsay by 

Bob [Barend A.] de Vries, because we used to work under him, he was the head of the 

credit worthiness study group. And Bob told us that some of us, there was a sort of a 

black mark on our file to record the fact that some people don't have any sense or sound 

judgment. Anyway, this is my memory at least, cut out of whatever it is, '68, after '68, 

then they got [Goran] Ohlin.  

 

LEWIS:  That didn't have to do with policy?  

 

DUBEY:  No, it was more a very specific orientation on doubling the level of Bank 

lending. That was the objective that he would like to justify, as least what I understand.  

 

KAPUR:  But not for the--it was on the implications on the debt structure of LDCs [less 

developed countries] rather than on the implications on the Bank's own portfolio.  

 

DUBEY:  That's right. We were looking at it simply from the point of view . . 

 

KAPUR:  Point of the view of the LDC.  

 

DUBEY:  Yeah, we were simply saying, “Look, if this country needs $100 million a year 

for fifty years, what are the gross levels you need on Bank terms?”  

 

LEWIS:  That was the concern about debt at that time, very much, to whether the debt 

could be handled by the recipient. Did [Irving S.] Friedman have any input into the 

report, or any reactions?  

 

DUBEY:  Well, it went to Friedman, it was done as a sort of very special exercise, we 

were given this sort of four or five people who were on this, Jim [James J.] McGibbon 

was the leader and then Jo Saxe.  There was a Norwegian person called Atle Elsaas who 

was on it. Essentially, we worked on it and we gave it to Friedman and Friedman sort of 

sent it up. But it was all over the Bank the same day that it had come back, that was 

known.  

 

LEWIS:  How long had you been with the Bank then . .  
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DUBEY:  I had been in the Bank for about four years, four and a half years.  

 

LEWIS:  . . when you did that study?  

 

DUBEY: It was '68.  

 

LEWIS:  Were you referring to or conscious of an exercise that was done under [George 

D.] Woods--I think it was '64-'65--also to back up the request for more IDA?  

 

DUBEY: That's right. Yeah.  

 

LEWIS:  Did you have a sense that this was sort of a repetition of that exercise?  

 

DUBEY:  No, no, no, no. You see, the case was for Bank lending. This was not—in our 

conclusions we were coming out in favor of, basically, the Bank should go out for a 

bigger increase in IDA rather than a big increase in the Bank. That was the conclusion. 

So it didn't justify the lending plans for the Bank that were being planned. Essentially, 

that was, that is really all that I can say about it, in a sense all it did was gave a jolt to 

some of our careers.  I don't think I was damaged, but--and I can't explain it--simply that 

purely by luck I had planned to move out of the economics complex before, and, to the 

Middle East region, and I had been held up to complete the study because the study had 

the first priority. So in a sense I was unhappy that they--I was afraid that they would 

change their mind, but they didn't change their mind, and I moved. So it didn't damage 

me.  

 

KAPUR(?):  Perhaps I'm confused.  I thought there were two studies:  one was a debt 

study, one was a creditworthiness study.  

 

DUBEY:  No, this was--I don't know the exact title, but there was a, the credit worthiness 

was a sort of a projection exercise, basically, for twenty-five countries. It was done 

around late '68.  And the other one I'm talking about was done a little later in '69 and-- 

early '69, this was done around February, March '69. And this one, the previous one, was 

done around October, November '68. And then it was a question of projections for 

countries--twenty-four countries, if my memory is right--for and essentially trying to 

work out a sort of capital needs requirement. A capital requirements estimates for these 

countries assuming, I still remember, for instance, when I went to talk to--and it was done 

very quickly by again, by the same creditworthiness study group--and we had, for 

instance, when I went to talk to the people, you went to the country desk, talked to them, 

basically, got some judgments on assumptions to be made, came back and then did the 

projections.  

 

And the Nigeria people, for instance, when we went, there was the civil war going on in 

Nigeria. So I remember still that Frank Povey, who was then the senior loan officer--he is 

retired but he is still around--so he said, “But there is the civil war.  How can I give you?”  
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So I said, “Let's assume that the war will be over in six months, that's the assumption we 

will explicitly pretend.”  And that's, sort of, just assuming the war would be over in six 

months and then we did the rest of it, that's all. It was that kind of an effort.  

 

KAPUR:  I mean, you use what, a sort of standard two-gap model?  

 

DUBEY:  It was standard two-gap, yeah. It was the sort of thing that later came to be 

known as RIMSIM. The person who provided us with some assistance at that time . . . 

was Francis Colaco, who is now the director; he was working for John Adler. This 

exercise was being organized through John Adler in those days. And I still have two 

memories. I shouldn't speak of people who are not here to defend themselves, but I will 

put it down. One was when we went to discuss it with John Adler. For me this was one of 

the early exposures to higher policy levels, so these things remain in one's memory. John 

Blaxall, who had joined as a YP [young professional] in our department or division at 

that time, he had done some tables for McNamara and he, what he had, basically . . . he 

had done a very nice formatting job, so the presentation was extremely striking.  

McNamara was very impressed by that. John Blaxall was promoted from a YP to a 

assistant director straight away. Poor John retired as an assistant director thirty years, 

twenty-five years later. He's around here now, you know, John.  

 

LEWIS:  I know who he is, he's still here.  

 

DUBEY:  He's just getting ready to leave, I understand. So in that meeting, John Blaxall 

was there, Francis Colaco was there, John Adler was there, I don't know whether . . . for 

me it was a traumatic meeting. And the only thing that was discussed was, “How do we 

present these results?”  So John was basically being asked how to, because in a sense, 

here was a lot of numbers, how to present them so some message comes through, and he 

was giving us advice on that.  We did not discuss the substance of the projections even 

once. That was one thing that shocked me. Even I intended--I have a lot of respect for 

John, but I don't feel I . . . 

 

LEWIS:  John Adler.  

 

DUBEY:  I would like to put it on record here, but I have respect.  

 

(TAPE IS TURNED OFF HERE FOR OFF THE RECORD COMMENTS)  

 

KAPUR:  The only reason I sort of broach this is, if one looks at the ‘70's and now, 

people, on reflect, and there's this very strong thing, a lot of people are, money pushing 

by McNamara, and the whole implications of that.  

 

DUBEY:  But you see, that's it. The message got through very quickly.  

 

KAPUR:  Except that to get any sort of documentary . . . 
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DUBEY:  No, you see, this isn't, but the point is, I don't know of what documentary kind 

of thing that “I want this to be done,” I don't know, but what I do, in my sort of situation 

in the next ten years in the Bank, there were many occasions when I had occasion to see 

lots of people's APRs [annual performance reviews], these are performance reviews, and, 

well . .  

 

LEWIS:  Yeah, yeah, yeah.  

 

DUBEY:  . . if you look at them, especially those people who are sort of going as 

division chiefs, the only thing that is fixed:  the number of loans they made and delivered 

in the year. And I remember one particular person, who shall remain nameless, because I 

used to see his--he used to show them to me, how he made the point that his division 

alone had delivered 50 percent, 60 percent of the whole department's lending program in 

the year. So lending was very much, I mean, and volume, very much, and quite early this 

happened. The one thing about the Bank staff, we are very quick at catching signals. Very 

good at.  

 

KAPUR:  But that's the point. The ease with which staff dumps on McNamara now, for a 

case when you were . . . and the equal ease with which they extricated themselves from 

having, it seemed to be . . . 

 

DUBEY:  No, no, no. They have, I mean, I would simply say--the point is that, in my 

mind, it is just as much in question because I mean, I sort of go along with it without, in 

fact, I see this as a change of signals and I do my best to follow this new set of signals 

because all I am interested in is getting ahead. And this would happen time and again.  

For instance, when we had these lending objectives which were not in terms of aggregate 

totals but in terms of the fact when the small farmer initiative started the poverty 

orientation, then the idea was what proportion of our lending was benefiting small 

farmers. You do quick exercises and then you'd suddenly discover of one-third or two-

thirds, or 40 percent or whatever of our lending was going to small farmers anyway. 

Similarly, when we had the urban poverty thrust, we went through these numbers, these 

projects, and there was very little basis, but we would make some. So we were very quick 

to respond, and then the objective would be that this figure should become so high by 

three years or four years. And [Edward V. K.] Jaycox used to be the hatchet man for that 

urban lending target in the sense that he organized the attainment of the target.  

 

LEWIS:  Do you have any sense of whether the Bank was more or less prone to this kind 

of thing compared to other institutions?  

 

DUBEY:  That's difficult. You see, I do feel--and I deliberately say "we"--we are very 

good at reading signals.  And I don't think that we have very--you see, there are two . . . 

One is that many of us did believe that getting the resources to the developing country 

was all that mattered. We had not yet woken up to the fact that how these resources were 

used is, you know, and the things which--in fact, John Adler had been one of those 

talking about absorptive capacity issues in the early ‘60's. I mean, we, by that time, had 

stopped talking about that, the idea being that if you do the project evaluation right--but 
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of course when we did our project evaluation we also did all the sort of small little tricks 

to get rid of it, any rate of return you wanted it to be. So that is--I think the whole thing 

was, you know, you call it, like an ice ball, a snowball.  

 

LEWIS:  Snowballing, yeah.  

 

KAPUR:  One of the impressive things--this is sort of jumping the gun a little bit--

looking at the rural development, you know, the whole poverty and the wholesale, is that 

one finds that there is a common thread in the growth, how in both instances, and this 

second would be one to run by you and see your reaction, but, how the staff sort of picks 

up the signals on both cases, they start off as small initiatives, which are worthwhile, very 

worthwhile objectives  

 

DUBEY:  No, in the case of the rural development, urban poverty, et cetera, there were 

specific targets given, the idea being that if it is 20 percent of Bank lending today, we 

should try to make it--I mean of the sector lending--of that sector lending instead of only 

20 percent of urban lending going to poverty orientation, we should try to reach a target 

of say 60 percent in three years, four years, something like that.  And then we would do 

these exercises. Only thing was, just like the Vietnam kill ratios, these were invented 

numbers.  They didn't have anything to be based on.  

 

KAPUR:  But also in rural development, one of the phrases . . . Christmas tree projects, 

everyone put there nice trinkets sort of around and it expanded so much that they . . . 

capacity was not at all . . . in the country. And then . . . exactly identical thing was on the 

cells. . . . conditionalities, everything  

 

DUBEY:  On this one I should say one thing, though, which was that the McNamara 

leadership, you know, when these subjects were put on the table, we did become much 

more aware of them in the sense that, though we were playing the numbers game in the 

sense of sitting across the table, there was some change on the ground. And the change on 

the ground was that there was an effort to discover more. It may not stick up to the kind 

of inflated numbers we were providing, in the sense that we always tended to err on the 

side of optimism or something, but clearly there was impact in the sense that when our 

project people went out they were looking for that kind of damage and consciously.  It 

was not that cynical that we did what we did in the usual way and here just played a 

game, no. The first step was playing a game. But then the next time we went out to the 

country, we were aware of this sort of set of signals, and we tried, so there was an impact 

on the project content or the design which was not, maybe, commensurate to the numbers 

we were showing.  So in that sense, clearly I would be prepared to admit these were good 

awareness-raising and consciousness-raising exercises and perhaps motivating exercises 

for the staff as well.  

 

LEWIS:  Let me ask about the perception of McNamara in this. He was sort of on record 

formally as saying he admitted no trade-off between quantity and quality.  

 

DUBEY:  That's true.  He's on the record.  
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LEWIS:  Now was he perceived as really believing that, or was it perceived as being the 

exhortation of a leader?  

 

DUBEY:  I don't know.  It's difficult to say, but in this institution--and my own memory 

is that, and I wouldn't just say my . . . one doesn't--all these big statements that are made, 

the staff takes it to the very big picture, so very cynically. I have found this on this time 

when I came I say a . . . pressed and signed a few weeks ago, and I looked at it, and I 

reacted in the way in which I would have reacted when I was working in the Bank, and 

then I discovered that was the reaction of everyone I came across. So the degree of 

skepticism or cynicism about senior management statements is just incredible.  

 

Now, the point is--I'll tell you a story. My vice president was [Munir] Benjenk for a long 

time.  Benjenk, as you remember, once he was acting for Burke Knapp. And I used to be 

his chief economist, so one of his meetings with us, you know, with his so-called 

directors and so on, management meeting, he told a story that what had happened was--

apparently there used to be a red phone which McNamara could basically pick up and 

press a button and that rang on the vice president's desk, this one of the things so they 

knew that McNamara was on the line.  And he said that--you see, McNamara had 

apparently (I have not seen it, but this is what I was told) some sort of regular reporting 

from P&B [Programming and Budgeting Department] which was each project and what 

were the crucial stages, what were the dates, and so he kept at that. So apparently there 

had been some project which was supposed to go to the Board on a certain day and there 

was something holding it up and the government of Indonesia was supposed to have a 

cabinet meeting that morning to take a decision which would remove that--how you call--

hurdle. So Benjenk says to us that the phone rang, the red one, so he picked it up and 

McNamara was on the line.  He says, “Do you know, the Indonesian cabinet was 

supposed to meet, have they taken the decision to sort of go ahead with this project and 

such and such.”  

 

And Benjenk didn't know anything about it.  It wasn't his region anyway, and so he said, 

well, he didn't know.  

 

And then apparently McNamara said on the phone--this is what Benjenk reported--"Get 

the hell off the phone and find out!" 

 

So he says, “I got the hell off the phone.”  

 

These kinds of things gave you the real signals, whatever other statements are. The point 

that McNamara was following a project to Indonesia to the extent of, so a meeting, if it 

takes place at eleven or twelve in the morning, ten o'clock, he wants to know what 

transpired on that because that will affect the project. So the signals at the working level, 

I think, . . . clearly everybody, Benjenk down to the division chief down to the, 

everybody was saying, and nobody would say that, “I am not cutting corners.”  

Everybody would say, “I'm doing the best of my thing.”  But I'm pretty sure it had some 

effect. I've got off the subject because I think we want to talk policies, isn't it?  
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LEWIS:  Yes, let's shift to policies.  

 

DUBEY:  Yeah, my position in the Bank, I'll tell you what my position is, that, no, I 

believe the policy, I mean the fact that the policies were important clearly had an effect 

on the country's creditworthiness, et cetera. I mean, clearly, clearly, it goes back to much 

earlier times. But I think we really worked on a two-track. And I'm talking more of the--I 

don't have much familiarity in the first, in the Woods years because, as I said, I was more 

in the economics department at the time. I moved just around the time, a little after 

McNamara, so I moved to the operations after that. So in that sense, and maybe--but there 

was the policy, the policy angle did not have much link with the lending angle. It was a 

sort of two-track thing.  

 

And the big exception, as I see it, was India and the [Bernard R.] Bell mission and so on. 

That was an exception; I put that one aside. I don't know.  I don't have any--I haven't 

made any attempt to try to understand why it was different in that case.  

 

My experience was essentially that we, economic . . . would accept the usual, right, 

correct, sensible things. And while our lending proceeded on a different tack because, 

you see . . .  

 

LEWIS:  The lending was the projects.  

 

DUBEY:  Yeah, it was the project lending, so there was no--I mean, you didn't have a . . . 

to which you could like the policy dialogue. So you went to talk to--the example of 

Turkey comes to mind because I worked for some years in Turkey.  And essentially you 

look at the reports which had been done, they would be against import substitution, they 

would be against heavy industrial development and so on. And then when you look at the 

Bank's lending to Turkey you will find--at least in the industrial sector--we financed steel 

and we financed the same kind of industries we . . . .  

 

Now, some years later, around 19--if I am not mistaken--around 1979-80, our OED 

[Operations Evaluation Department] people did a study of DFC [Development Finance 

Companies Department] lending to Turkey.  And I think they looked at the--what I mean 

this parallel track sort of approach, what the industrial sector work, economic sector work 

and what was the lending to the industry sector. It may be available, I suppose, but I 

remember it was done by an Egyptian who is still around here (because we work 

together) called Salah El Serafy, and he must have talked about this report because he 

was one of those who could—Pheroze Medhora led the study.  That was more typical 

because, essentially, the policy dialogue would be--and the countries realize it, too--you 

went and you talk policy and then essentially somebody else then came and talked 

plainly.  

 

LEWIS:  This is the McNamara period?  
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DUBEY:  This is the McNamara period, but in a sense I would not be surprised to find 

that it predates it, except that my exposure happens to be . . . 

 

LEWIS:  It's said to predate it by people like Warren Baum and Stanley Please who, 

from different sides of the street, emphasize this project versus policy trade-off, with a 

notion that the project side, as you say, was in the driver's seat for lending purposes, 

really all the way up to the '72 reorganization. Then you can sort of see the policy forces, 

which were the regional forces, getting shoved aside by other things, such as money 

pushing.   I mean, it's very hard to be . . . 

 

DUBEY:  Especially when the country sees through were the game. Indians, you talk 

with the Indians, they'll tell you that they all knew that all you had to do is keep talking to 

the Bank until February or March and all their conditionality pretenses would begin to 

evaporate and you could get away.  

 

KAPUR:  Two things, two separate questions. One is in '69 when you just about moved 

to the . . . group, then I guess the CPPs [country program papers] began then.  

 

DUBEY:  That's when they began, the first CPPs.  

 

KAPUR:  Brazil or something?  

 

DUBEY:  Yes, that's when they began.  I remember. 

 

KAPUR:  But that was supposedly, at least—ostensibly, at least--the operational vehicle 

to try to link in the Bank's own mind at least.  

 

DUBEY:  Firstly, a five-year perspective, as I said, a good thing. So McNamara brought 

something very good, a programming approach, an approach to a five-year perspective. 

And for to at least say that this is what you are trying to achieve in this country, and when 

you try to say it then you actually try to formulate it. And so that certainly, the CPP, I 

think was . . 

 

KAPUR:  But the CPP, in terms of its actual . . . 

 

DUBEY:  The discussions of the CPP I went to, I used to--you know, I had the good 

fortune that I did get to attend a fair number of, because once you got into the, at one 

stage I was senior economist so one went to the discussions of CPP's on those countries. 

Then once I became chief economist I went to all the countries in the region every time. 

And most of the reviews in those days were with McNamara. And in fact, when [Barber 

B.] Conable came here, in one of the first meetings at lunch he had with a few people, he 

wanted to know, because his big theory was how to undo the Ernie . . . domination which 

had sort of. And my reaction to that lunch, the controlling device was to chair the CSP 

[country strategy paper] or CPP session, that's where he could have a determining voice 

in deciding what are the direction, what to do. I was wrong, but I used to see it that way.  
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But my memory of these meetings are two things. There were very little discussions of 

policies in these meetings at the ones I attended.  

 

LEWIS:  How big of a meeting was it?  

 

DUBEY:  This would be about ten, twelve people. Essentially there would be, in those 

days, Hollis Chenery who--then there would be somebody from P&B, this was a fellow 

called Horst Shulman, who became quite an important person later on, he was heading 

this institute here. Yes, Horst was one of the first people on that one. And if my memory 

Peterson used to be also. And of course, Burke Knapp, the regional vice president under . 

. . then director, division chief. It was sort of  . . . 

 

LEWIS:  And the regional vice president was there?  

 

DUBEY:  Yeah, what I meant is, on the region side it's just one regional, concerned 

regional vice president, his division chief, the chief economist, and maybe one or two 

economists who would be different. It was about eight or ten.  It used to take place in his 

office.  He had a conference table, and so one had a chance to go to his office and he 

would . .  

 

LEWIS:  In McNamara's office?  

 

DUBEY:  Yes, in McNamara's own office. He kept his conference table there. When, I 

don't remember--Clausen, I think--they moved it, the conference room became separate, 

it was moved separately. And then, I think when Conable came, he moved it back into the 

room, but he didn't use the room, he used a separate office. But McNamara in fact used 

the office.  

 

And I remember sometimes there were very good meetings, and everybody, everybody, 

took his cue from McNamara. The first comments of McNamara decided the tone of the 

meeting of all the meetings I attended, the first comments by McNamara.  He would say, 

“Well, this doesn't make sense,” and then immediately--most of the discussions were on 

the lending program. They were not on the policies. Once in a while they may be on 

policy, but always, if I was asked, I would say 95 percent of the time was spent on 

lending. If there was an occasion like a country for graduation, okay, then, of course, they 

would discuss the graduation strategies. Otherwise my memory is of 90-95 percent of the 

discussion.  

 

Now, I didn't go to the LAC [Latin America and the Caribbean Region] discussion.  I'm 

talking EMENA [Europe, Middle East, and North Africa Region], so to that extent one 

can say that maybe EMENA countries were, you know, not that sort of policy-centered.  

 

LEWIS:  How much were these shared with the client?  

 

DUBEY:  Nothing. At that stage, none.  That didn't exist.  
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KAPUR:  Non-lending was never discussed? Did you know about Iran in '74, '75 when 

the Bank had this (?) . . .  

 

DUBEY:  No.  Yeah, I know, but I was not party, this was not done during a CSP 

discussion.  It was done ad hoc, and the Iranians got a very, I think, I don't know, let's call 

it justified perception that they had been discriminated against, and I think it has led to 

very bad blood. I was working on Iran in those days so I had some first-hand exposure, 

but I was not party to the meetings where these kinds of decisions were made. But I think 

I was amazed at the amount of resentment and the--I have a feeling that [I. Peter M.] 

Cargill had a negative role in that one. By that time he must have moved to Finance, if 

I'm not wrong, if I'm not wrong.  

 

LEWIS:  I've told these people that the first set that I ever saw of CPP's was Pakistan in 

the middle '70's, and there there's a lot in the sense of policy content but it was real 

animus against Pakistan for what it had done in the eastern side, as well as unhappiness 

as too soft macro policies.  

 

DUBEY:  No, but if you'd read the CPP's they would have policy content, but they were 

not discussed. They were not discussed.  Just like that economic sector work, the policy 

work would be done and it would be reflected, the projections were there. Now, 

sometimes we did discuss the projections because McNamara was interested in numbers. 

He had a lot of interest in numbers.  

 

LEWIS:  I should know this by now.  Isn't there two separate series of documents, the 

CPPs papers, in the records of the meetings of the review you've just been talking about? 

There are notes kept of what was decided at that meeting.  

 

DUBEY:  That's what I mean, they were very opaque, they were very limited, just say, 

“No increase in exposure.”  

 

LEWIS:  But the motivation apparently was essentially political in these Pakistan cases, 

I thought.  

 

DUBEY:  You see, his--if he had a strong reaction about something--in this case Cargill 

did have a very strong negative reaction to Pakistan at that time, and maybe it also, you 

know, McNamara may have been quite unhappy with . . . but I was not . . .  

 

LEWIS:  In discussing the lending programs, when it came to pushing poverty 

objectives, this was all done in terms of the projects?  

 

DUBEY:  It was all done in projects, yeah, it was done in projects.  And in a sense we 

would argue that this project has so much poverty orientation and we are to do this and to 

do that.  

 

KAPUR(?):  Didn't sort of general policies might have affected poverty?  
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DUBEY:  No, my memory is hardly.  

 

KAPUR:  So public expenditure reviews were simply not part of it.  

 

DUBEY:  No, they weren't there. At that time there were no public expenditure reviews. 

There were some in Latin America. And Latin America led the way. This is Jerry 

[Gerald M.] Alter. Jerry Alter, he was ahead of his time. And nowhere else in the Bank 

were the public sector expenditure reviews done.  And the public sector expenditure 

pattern become a key issue in policy discussion. But that was a pure--we discovered them 

in the '80s when we came to adjustment lending.  And we then discovered--we thought 

we had a new discovery, and then of course anybody from Latin America pointed out that 

this was old hat and Jerry Alter so on and so forth.  

 

LEWIS:  We picked up on that.  

 

DUBEY:  I personally feel that the adjustment loans made a big difference to the Bank.  

They made a tremendous difference to the Bank because, you see, we did have something 

called program lending. And program lending, if you look at it, in theory it was supposed 

to be linked to the implementation of a program. And the program, in principle, the Bank 

was supposed to have approved of it.  

 

Now, the definition of a program was, number one, fairly flexible. Anything could--I 

mean, in the case of Egypt we drew up the program, gave it to the government, they gave 

it back to us. I mean, we had this idea that we needed to give them some quick disbursing 

aid. In the case of the Indians, all those series of credits, every time you--because it was 

an annual affair. I mean, the Indians knew it, the Bank knew it, and you just managed to 

give some sort of sectoral--there were not conditionalities but there were supposed to be 

sort of. So for the first time, adjustment lending did bring the link between policy 

conditionality and the money.   

 

And I think that had a big change on the economists.  You see, for the first time the 

country economists began to have a role in the money disbursement. Before that he never 

had it. He wrote a report, he had a nice time discussing it with the government and so on, 

but he had really very little to say--except perhaps in an exceptional Latin American 

situation or so--on the actual lending business.  And for the first time he got it with 

adjustment lending. And that, I personally think, it was a sea change for the Bank. In my 

experience it was a sea change for the Bank. It really was. For the first time--I mean, we 

may not have done it well, we may not have done it effectively, but the country 

economists began to be at the center or brought into the center of the lending discussion, 

and in a sense his contribution began to be sought.  

 

KAPUR:  Do you recall Ben [Benjamin B.] King?  

 

DUBEY:  Sorry?  

 

KAPUR:  Do you recall Ben King?  
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DUBEY:  Oh, yeah! Ben was one of my early benefactors.  

 

KAPUR:  Now Ben strongly, feels strongly against the holding of adjustment lending for 

the Bank because he argues that, you know, there was another instrument which used to 

be taken by the Bank, which is non-lending. We don't lend a . . . if you don't have a, if 

you don't agree with the general policy of the country, but do not get down to the 

specifics of thirty, forty things. If you have a general sense you come to an agreement 

that you get the program going or whatever. You don't put any conditionalities on them 

formally, but you don't lend, period. And that non-lending as a device can be as effective 

as SALs [structural adjustment loans], money pushing and so on. And then, because the 

idea being that money is fungible, it does not matter how you got the money.  

 

DUBEY:  No, in theory I think he is absolutely right. I think in theory--I mean theory, 

please--I think he is absolutely right that in principle, I mean, wherever you give the 

money, if you insist on the policy before you move in, you've got it. But I think, you see, 

it's difficult way to approach.  My memory of it is we were only in the so-called program 

lending business, it was said.  

 

And it's interesting if you look at project as structural adjustment lending.  In the first five 

years, at least, in the first five years the structural adjustment lending proportion of total 

lending was no different from that program lending of total lending. So in a sense--and 

program lending was stopped--so in a sense, if you ask me, I would say that is a net gain 

to the extent that the program lending, which was really non-conditional, was replaced by 

some similar volume of adjustment lending which had some conditionality. And I think I 

would also say that the Ben King option of not lending was more or less a theoretical 

option in the McNamara Bank.  It may have been an option in the earlier situation, 

certainly, but, let me--there are two other factors which come in here.  

 

I was present at meetings where this kind of thing was discussed in country 

circumstances. In 1981, so this is before the Mexico debacle, '80 or '81, it was definitely 

twelve to eighteen months before the Mexico fiasco.  

 

KAPUR:  Late '80 or '81.  

 

LEWIS:  Early '81. It was August of '82.  

 

DUBEY:  Then it would be about it.  It would be in the middle, when I was talking I was 

thinking this must have been '81, so in that case it may have been late '81. It was about a 

year before Mexico. I was in a meeting where they discussed the case of Mexico and the 

whole, the point that was discussed was that if the Bank begins to sort of pull back, it 

would trigger exactly the problem which it is supposed to try to--and it was consciously 

discussed.  And it was a conscious decision that at this time we do not pull the rug. So 

what I'm saying is that the option of non-lending in a sense, in that situation, how do you 

call it, was not an option because it would bring about exactly what you were afraid of.  It 

will bring it about right away, maybe you are going that road.  
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KAPUR:  But wasn't that case in the '70s, if you look at the numbers. The Bank's share 

of disbursements to LDC between 1970 and 1980 do not change at all. To the extent that 

all the LDCs, especially after '70, had all their reports to, free or not freedom, but  . . . 

 

DUBEY:  They had others so severe.  

 

KAPUR:  So if you did not have a McNamara, you had a Guy Wustafa(?), it would not 

have mattered, they would still have gotten most of the money from other sources, they 

would still not have changed anything, how would it have mattered?  I mean, that's the 

one thing, in other words could any other president have done anything else?  

 

DUBEY:  That's a good question. I haven't really given too much thought to that because, 

essentially . .  

 

KAPUR:  I mean, most of Latin America's debt was contracted not to the Bank.  The 

World Bank's share was 3 percent.  I mean, how would it really make a difference if the 

Bank says yes or no?  It is trivial.  

 

DUBEY:  Now the question really is that if the Bank said no, would it have had any 

effect on what the others were doing in those countries? In other words, would the 

absence of Bank there give them the sense that something is wrong and therefore they 

would have pulled back?  I don't know whether that was true in the '70s.  '80's, that 

certainly was true. I mean, this was explicitly discussed on Mexico, and I remember 

Ernie making that point very strongly--he was then Vice President, Operations--and I 

used to see exactly Ernie taking the exactly opposite position and then he . . . I mean, you 

speak from the perspective you come from, and that was what he preferred.  

 

LEWIS:  Once adjustment lending began and you had these instruments, what did it 

link?  

 

DUBEY:  Initially it was conditionality. 

 

LEWIS(?):  What are the cases you would think of where the Bank, where this 

instrument really did make a difference in, where the conditions really . . .  

 

DUBEY:  I was being very egocentric.  I was thinking not of the country, I was thinking 

of the institution.  I think for the institution it made a difference. I'm not so sure to what 

extent we were good at designing programs and the programs we designed we gave the 

right advice. I would be, because one of the things that one discovered was that designing 

a program that is to be implemented . . . 

 

(END OF SIDE ONE)  

 

DUBEY: . . . knew how to go about that, and I think adjustment lending has been studied 

and studied by all these various reports, so one knows, obviously . . . but you see, I mean, 
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in the case of India, I feel that if the Bank had taken a hard line in '85 we would have 

had--you know, for five years we kept India on the path that it went because the Bank 

was not prepared to, so in '91 came the crisis.  

 

LEWIS:  They should have been tougher in '85, that's what you're saying?  

 

DUBEY:  That's right. And in fact I remember the Indian ED [executive director] in '84 

telling me what a wonderful people we were--I mean the Indians--because the Bank 

suddenly had found that it had some shortfall at the end of the fiscal year in the lending 

program and he pulled six projects off the shelf and, you know, the lending to India went 

to $3 billion. If you look at it, the first year lending went to $3 billion was because these 

six projects or five projects . . . . He was very happy about it. I understand that recently 

all those projects have had to be canceled, recently, just recently. I was told by a friend of 

mine that recently there was a big cancellation of a lot of projects and so on. They were 

never--they were not well prepared; they pulled them off the shelf; they were the lending 

target. So we were giving the wrong signals to the Indians. I think we are responsible for 

delaying the Indian reform process by at least five years.  

 

KAPUR:  McNamara had already left . . .  

 

DUBEY:  No, no, he had nothing to do with it.  

 

LEWIS:  No, no.  

 

KAPUR:  But in a sense . . .  

 

DUBEY:  Even adjustment lending sort of may have been his concept, but I think--I 

believe really it was Ernie's.  

 

KAPUR:  But in a sense, this example you give of India, which was the equivalent of the 

Bank in the '70s, right?  

 

DUBEY:  
 

KAPUR:  For going on target, lending target and so on. How . . .  

 

DUBEY:  But the world looked very different.  You see, to us the world looked very 

different in the '70s. In the '80s, I mean you are talking '85, '90, you are talking the debt 

crisis, all those fiascos. That time it looks much more odd to me than it does in the '70s 

when we were also probably taken up by the wave of optimism.  

 

LEWIS:  Could I just follow up on something? The volume of other commercial bank 

lending that exists during the '70s obviously undercut the Bank's leverage, so it's a bit 

academic to wonder whether if there had been adjustment-type lending then or non-

lending then could really have changed things much. What I wonder is to what extent the 

same happened in the '80s. In the '80s you have an apparently very different picture 
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because you have all these other monies disappear. But the Bank is caught with its own 

portfolio problems, so it is driven to lend in some cases.  Plus, even where it doesn't have 

a portfolio problem, there's a sense of . . 

 

DUBEY: No, you are absolutely right.  That is very perceptive, I must say. 

 

LEWIS:  . . of emergencies in countries that the Bank clearly has to go in and . . . 

 

DUBEY:  Clearly it was a consideration which was explicitly discussed in a number of 

places, in a sense that if we were to want to avoid default essentially, without increasing 

exposure. You know, this notion that you basically push it out, give the country . . . 

because while you are making it available some money, which is roughly enough to 

enable it to pay us back, we have not raised exposure and we have delayed the problem 

for a year.  

 

LEWIS:  This is what we find the Bank, most at the top management, most sensitive 

about.  

 

KAPUR:  Because we wrote that and . . .  

 

DUBEY:  I may be making some people very unhappy, but you see the point is very 

simple. There are mirrors to it. It's not the fact, it's not the fact that senior management 

was taking this line up against somebody's advice in the sense that there was. If I'm 

country director for the country, I want to have a lending program, so I will come up with 

this argument.  So, I mean, basically I'm making the argument; it's not the finance people 

making the argument.  

 

LEWIS:  You're making which argument?  

 

DUBEY:  The argument that if, look, if, unless we lend . .  

 

LEWIS:  Oh, yeah, yeah.  

 

DUBEY:  . . and then of course, we also make the point that this doesn't raise exposure, it 

doesn't do this, it doesn't--I mean, I spell out all the advantages. I basically say they are 

poor, it's in a sense the preferred option to block lending because that will trigger, in a 

sense, the argument.  And also I can be even more altruistic:  this will raise the costs of 

Bank borrowing and will harm the poor countries which are doing a good job of 

adjusting. So I mean, I am very clever.  

 

LEWIS:  Let me just ask you a footnote question. I don't really want to detract, derail the 

main discussion, but is, do you have cases in mind where agricultural credit was used as a 

money mover?  

 

DUBEY:  No, I don't have anything.  
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LEWIS:  You don't have any?  That's not something that sticks in your mind 

particularly?  

 

DUBEY:  I don't have a case.  It doesn't trigger.  There may have been, but I don't have 

one.  

 

LEWIS:  It's been sort of evaporating as I've worked on it, so I wasn't sure.  

 

KAPUR:  I mean, when you think of some specific cases, do any specific cases come to 

mind, about the so-called . . . I know like the . . . was one of the most obvious ones, 

because they had to be the idea of the country's . . .  

 

DUBEY:  No, but sometimes even IDA could be used to . . . but that of course was . . .  

 

KAPUR:  Is a very, very often . . . 

 

DUBEY:  And that's very often, it seems to be very often.  

 

KAPUR:  But now in fact it's institutionalized in the fiftieth dimension or whatever they 

call it. But the IDA only, where the real difficulties of the problem, do you recall any?  

 

DUBEY:  Look at Brazil.  

 

KAPUR:  That's more around '85, '86?  

 

DUBEY:  No, I'm talking even later.  

 

KAPUR:  Even later.  

 

DUBEY:  I heard the case mostly being made in Latin countries.  

 

KAPUR:  Would that include Mexico?  

 

DUBEY:  I don't recall.  

 

KAPUR:  Now you're thinking in the, later on in the ES [economic and sector work] and 

before that the CPPs, you were also looking at the African adjustment loans.  The African 

adjustment loans really begin to take off '83, '84, and then you really see this.  

 

DUBEY:  Yeah, you see, the point is the Bank used the sector adjustment lending 

instrument to really undercut the whole concept, which is that we didn't feel it was 

structural adjustment loans we had to go and get a new lending instrument approved by 

the Board and they put the ceiling of 10 percent. But under sectoral loans, we did sectoral 

adjustment loans, and we felt that they were not included, and in a sense they were 

smuggled in. And the Board, I think, woke up to that pretty late in the day.  
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KAPUR:  And that was used much more in the African case?  

 

DUBEY:  It was used much more. It's the SECALs [sector adjustment lending 

programs] which grew, if you look at the growth of, it's the SECALs. And the SECALs 

were in principle not, you know--they had never been discussed, and when the Board 

woke up to it I think they were told, “Look, this is just a sectoral loan which you have 

approved.  You approved sectoral loan lending long ago.”  

 

KAPUR:  The adjustment was one of the things I find in non-African countries, Guinea-

Bissau, whatever, you find that one loan is 25 percent GDP.  

 

DUBEY:  Yeah, this was discussed, very often.  

 

KAPUR:  Here I see, even last week, (?) Congo you know, 7 percent of GDP one loan, 

once a single catch.  

 

DUBEY:  Some of the small countries, partly it's the small countries, you know, because 

I recall there was some little island economy of West Africa--I'm trying to remember 

what they called it . . . 

 

LEWIS:  Equatorial New Guinea?  

 

DUBEY:  No, even some very . . . 

 

KAPUR:  Comoros?  

 

DUBEY:  No, Comoros is on the other side. It was Cape Verde.  

 

LEWIS:  Cape Verde.  

 

DUBEY:  The person making this case would be very often--I feel I could ask . . . I'm 

letting out here, but this is, you know, he was vice president, and he said, “If, on a per 

capita basis, you were to give me the figure, what you are giving to this country or that 

country, this would mean a lending program of $40 billion for India in the next five 

years, and then you come and ask me what kind of policy changes I can deliver to you.”  

Yeah, I mean, this was, especially in the African context time and again it would come 

up, but partly it's the small countries.  

 

KAPUR:  But also, I mean, one hardly sees--I mean, just the macroeconomic 

implications in the--I mean, how can you . . . 

 

DUBEY:  I thought they would appreciate the exchange rate . . .  

 

KAPUR:  It was never discussed that our own loan might actually be contributing to the 

very exchange rate appreciation which we are decrying on the IDA.  
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DUBEY:  Let me put it this way. Two things.  Firstly, you are right. I don't--I would say 

that this issue was not discussed very much even in the long-term . . . At one level I 

would say even perhaps there was not sufficient awareness of it, even though we all of us 

were aware of the Dutch disease syndrome and so on, but there was not sufficient 

awareness of it. Frankly, in the case of Turkey, I myself had not paid attention to it until 

it was [William H.] Branson's (?) report on the Turkey loan when he brought that issue up 

as one sort of, to that extent, maybe this was a bit of a Bank--but Africa adjustment 

lending, you see, the thing which we never, I mean time and again I try to make that--and 

I'm not boasting at all.  It was simply that I, you see, I genuinely feel that in many 

situations we are not helping the country by making a loan to the country, and therefore 

in a sense if one is viewing oneself as trying to assist the country, at one level you can say 

it's the breakeven (?) point, though the break even point was made in a different context. 

It's not--he was not thinking of you are doing good for the country by not lending, you 

are not doing good to the country by lending.  

 

And that point, unfortunately, in the African context, was not accepted. It was not 

accepted at all because there the feeling was, I would say, essentially that it was a matter 

of resources.  And that, I think, has been very much a matter of pride in them, otherwise 

they would starve, or they would go--very emotional approach, let's call it.  

 

KAPUR:  Was it also the fact that, especially mid '80s onward, when you had the floors 

for IDA sharing for Africa. I mean you begin to see words like "entitlement," “Zambia's 

entitlement is X.”  Once a country has an entitlement to resources, then of course what 

does policy, support the policy . . . 

 

DUBEY:  Yeah, you see, to some extent I would say it was a very successful effort by 

Jaycox.  I think Jaycox was very effective. You may date it to his move to East Africa. 

Very successful, I think.  I think he genuinely believed.  I mean, why do you think, any 

questions, I mean, he has an emotional involvement, as you know.  He was--after all, he 

was a, he was in this, what is it called, program, peace program, Peace Corps? 

 

 LEWIS:  Oh, that's right, in Africa.  

 

DUBEY:  In Africa.  So he has a deep emotional, I think--but I feel that it was right. I 

think we have AID and, really, AID has probably destroyed, helped to destroy Africa.  

 

LEWIS:  You don't have any . . .  

 

DUBEY: Let me tell you this story. This is in a back-to-office report by Stan [Stanley] 

Fischer when he came back from Tanzania.  

 

LEWIS:  
 

DUBEY:  Isn't it remarkable? I mean, I just never forget that one.  

 

KAPUR:  Where they sat down waiting for the landslide to be cleared . . .  
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DUBEY:  But that is what has happened to Africa. And we had very, very dynamic 

directors like Ismail Serageldin and so on who were absolutely brilliant people, bright 

people, great emotional attachment to. One could not convince them that lending was not 

helping. Two are not synonymous.  

 

KAPUR:  But then was it the same syndrome in the '70s that you were to see how many 

SALs you made?  

 

DUBEY:  The 70s there were no SALs.  

 

KAPUR:  No, I'm saying just like in the '70s, how many loans you made got you the 

attention . . . 

 

DUBEY:  But that was different. Here it was, that was more in terms of a--how do you 

call it--well, two things. Firstly, of course, the entire, and one was very different, you had 

no sense, I mean the '68 report had never been released to anybody, never got anywhere, 

so this sense that they could be dangerous, we were not sufficiently awake to that. And I 

think the way the '73 crisis had come and gone had made us feel more optimistic, frankly, 

because everybody had made very dark predictions after '73. And the fact that in '73 had 

come and gone and we were, let's say, up to '78, '79 doing pretty well, . . . these flows 

were emerging, shall we call it this way, from the oil countries to the banks, from the 

banks to the countries. So in a sense none of us were sufficiently aware of that.  

 

And I think there is a difference between, to that extent, the notion was if you are making 

a loan for good projects and you are doing your project evaluation right, which thanks to 

[Herman G.] van der Tak and Lyn Squire in theory we were supposed to have done. 

Then this notion that we could have been adding to debt without adding to a country 

capacity to pay wasn't there. By the '80s we were aware of it, sufficiently, both because of 

the worsening international environment as well as the fact that the policy links and so on 

were much more explicit. I feel, I mean, I'm talking of--I'm trying to look at your 

question when I'm coming to it.  I'm trying to talk of it from my mindset as I--because 

after all I did live through that, and the concerns did not emerge in my mind in the way in 

which they did, though if you were to ask me totally, I had some skepticism on the 

project evaluation methodology, but I did not have the skepticism on contribution to the 

ability.  I mean I somehow . . . Am I right in saying that perhaps a growth rate even 

accelerated a bit in this period?  

 

KAPUR:  The countries in your region, yes. But actually in sub-Saharan Africa, no.  

 

DUBEY:  Oh, it didn't? '73-'78?  

 

KAPUR:  Actually, some did, like (?) and so forth, but I was quite surprised myself that 

twenty sub-Saharan African countries had negative growth rates even in the '70s. 

Negative growth rates.  
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DUBEY:  That's interesting.  

 

LEWIS:  Let me translate what I think I hear you saying, which is that if you take the 

two cases of the sort of bandwagon effect of moving money into good projects in the '70s 

and going for SALs in the '80s, the behavioral similarities are quite similar. But I think 

you are saying, in the case of the first, you had people who had a sort of gut feeling that 

transferring resources from the rich to the poor was a good thing to do. That was a way of 

coping with these gross disparities that (?) says that development was all about. And 

there was not that same moral underpinning to the bandwagon stuff in these. I think 

there's, did, the first piece of behavior may have been sort of simplistic and naive  . . 

 

DUBEY:  Naive, yes.  

 

LEWIS:  . . but the motivation, I think, was somewhat different. There was an overlay or 

an underlay of kind of social purpose. In each case there was personal aggrandizement in 

trying to play the game.  

 

KAPUR:  Was there a sense if you looked at--where at least, it's been argued ,that 

successful banking will have been reformed, in policy reform, in the '70's, '80's, let's say 

the '80's where you had the SALs?  If you take China, Indonesia, most of East Asia where 

it really occurred, you know they had one or two in most of these, but that's about it.  

 

DUBEY:  Yeah, the Bank was a very minor role in this.  

 

KAPUR:  Right, but actually the Bank used other means, like EDI [Economic 

Development Institute], a lot of sort of quiet, personal dialogue, so on and so forth. About 

the relative efficiency of such, of sort of different roads to go about reform than SALs. 

Was there much of a . . . 

 

DUBEY:  No, there was no discussion. I think the point which was--somehow or other it 

was felt that essentially two things. One, I think (if I'm not mistaken), was that you 

needed--I mean, the seat at the table argument was used quite often.  You needed to have 

the money to--and myself, I remember, for instance in the case of Turkey, the plan and 

budget, or who did the plan, the plan organization, the director of that task telling us, he 

says, “Look, you are coming with $300 million, $250 million and you want to screw all 

these kinds of things. Just come to me with $1.5 billion and then we can talk.”  He said 

that to me. Now, over five years we did give them $1.5 billion, but in one loan you 

couldn't, or we couldn't $1.5 billion and say it isn't . . . and we're crunching subject to 

your, you know, but he. So in a sense, their debt factor was quite definitely, I think, I 

mean rightly or wrongly, because theoretically Fischer made a convincing demonstration 

to me, although in my heart of hearts I still couldn't buy it.  Til today I haven't bought it. 

But theoretically he was able to show very categorically that the only justification for 

adjustment lending for the Bank is if the country has balance of payments problem.  

 

KAPUR:  But then the Bank began to, because I went to Stan Fisher and he is quite 

definitely unhappy with the way balance of payments deficits were being manufactured 
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in some cases, especially in Latin America, especially post '87, Columbia, Argentina, 

which I think led to a lot of problems . . . But that sort of philosophical . . ., if that's the 

right phrase.  

 

DUBEY:  Yeah, but you see, the problem was that, you see, that in this case all of the 

Fund [International Monetary Fund] is also there. Our predictions have to be consistent 

with them for the next two years . . . otherwise we get in trouble. So, I think for the next 

two years, usually, the Fund was in the driver's seat. So if Fischer was unhappy he has to 

be unhappy with our friends across the street, not with our . . . 

 

LEWIS:  He can settle scores now.  

 

DUBEY:  Yeah, he can settle scores now, exactly, across the street.  

 

LEWIS:  Let me ask about a contrast I've just become more sharply aware of because 

Devesh gave me the new OED report on Mexico, the Hunter report, and I have been very 

much interested in the procedural side of SALs, and the sort of Ernie syndrome, which is 

a very tough contractual mode, and writing it down in some detail, by God, and then 

checking performance. And I've been arguing with him for years that there is this other 

mode that is more relaxed, laid back, a dialogue where you sort of share the intellectual 

process and you let them make up their minds as long as they seem to be on the right 

track, you sign on eventually for some kind of supporting money. And lo and behold, 

according to this OED report, this is precisely the format that has come down in Mexico. 

This is the way they operated in the '80s in Mexico. They sort of worked their way to it, 

but then they, and you also find, Ernie, I think in '82, slapping down an attempt to use a 

sort of Stern SAL format in Mexico, saying, “Get lost, this other process is going.”  Is 

that--it's an interesting contrast, and I just wonder what you had to say about it. 

  

DUBEY:  He slapped on, by the way--I just saw, also--to India.  He told I. G. [Patel] in 

'81 (it must be at the Fund annual meeting) that too many—“A SAL to India would carry 

too much baggage. You can find other ways to get the money.”
1
  

 

KAPUR:  I don't, I mean, in a sense, what about the Mexico case?  Is surprising to you is 

that Ernie allowed it to happen?  

 

LEWIS:  Yeah, he actually--we understand that Ernie was hovering over the whole 

Mexico scene during this period. 

 

DUBEY:  Yes, he was.  

 

LEWIS:  And he not only allowed it to happen, but he rejected the bandwagon that he 

himself had set in motion for the other rigid sort of format. I think Ernie comes out in 

telling this story, but I just wonder whether you . . . 

 

                                                 
1
 “IG did not join the Fund in 1981.”   Note on transcript by Vinod Dubey, 2009-05-16. 
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DUBEY:  I wouldn't mind if Ernie came out pretty well in most situations, that's my view 

of him. He just happens to be brighter than anybody else around, and he seems to know 

more. But I think, you see, the second mode you are talking about can--it's very easy in 

that one to, in fact, descend into sort of rationalizing, and that is what Ernie really worries 

out when he wraps . . . It's not that he is against this approach, but I believe he would be 

prepared to follow it if he were to hover very closely, in a sense, so that he is absolutely 

sure that it's not a case where one is really not giving away the store under the guise of 

following this directive. And I think he did.  It's this that, you know, drove his harder line 

that he generally took.  

 

KAPUR:  Do you, I mean, this just comes to my mind because of a piece in the 

Washington Post, Zaire . . . 

 

DUBEY:  One of the keenest things about Zaire and the Bank is that McNamara cut off 

lending to Mobutu [Sese Seko], clearly, then he told Mobutu around '77, “You are not 

changing any policies; we've had enough experience with you.”  Tried again and again.  

Especially McNamara wanted the government of Zaire to actually, obviously . . . 

expenditure, put in much more money to agriculture. And the Bank by '82, '83 had two 

decades of Mobutu, roughly, slightly less, you know, and yet, it sort of really taught equal 

reform, right? And you go through the Zaire funds with [William] Diamond, the sort of 

rationalization that, “Look, it's really doing anything,” you know.  I guess he was signing 

on, of course, everything. Five years later, of course, six years later  

 

KAPUR:  When did Jaycox get to Africa?  

 

DUBEY:  Around that time. Because Jaycox, I think--it's unfair to Jaycox, but I think the 

emotional involvement in Africa is, I think--in one level I think well of the person for 

having that kind of belief, but it can sort of in this case, and you see, the point is that 

when he was having discussions, because I once remember being at a meeting where 

reporting on his having been with this gentleman on a boat for a pretty long trip for 

something. Of his personal revulsion for the man, and yet his sort of, on the other hand, 

and everything he stood for, and yet being able to deal with him thinking that he would 

be able in this way to have some authority . . . It was, it was.  

 

LEWIS:  So Mobutu put him in his pocket. Is that what happened?  

 

DUBEY:  No, I don't know. He told us the story. No, his point was, no, he was simply 

basically saying that he had made some sort of a deal that Mobutu would do certain 

things . . . if he did certain things, and how it went on for a pretty long time on a boat, he 

reported in this one, and both his personal dislike for everything that this person was 

standing for, plus at the same time the fact that if he were to do those things then we 

should be ready to rush in with . . . and so on and so forth.  

 

LEWIS:  Now, Ernie would let that go through? '82, '83?  
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DUBEY:  No, no, this is post-Ernie. But he let those go through in this sense--he was a 

member of the Loan Committee, obviously.  

 

KAPUR(?):  Because lending jumped in the early '80's, '82, '83, '84.  

 

DUBEY:  Oh, then, those times it was Ernie. But I wouldn't have . . . because if they 

were not policy loans I didn't have any . . . 

 

KAPUR:  I'm talking of policy loans.  SALs, too.  

 

DUBEY:  Then this is okay. '84 is when I took over, 1 January '84. Before that it was 

Stanley Please so I wouldn't know.  

 

LEWIS:  When did Jaycox get working in Africa?  

 

DUBEY:  East Africa, he was not involved in Zaire. East Africa was Zaire, yeah, Zaire 

was East Africa. He was East Africa.  He came--I wish I could remember--I would 

believe it would be around '82, '83. He was director for China, and then he moved as vice 

president, East Africa, and [Willi W. A.] Wapenhans, he replaced Wapenhans, that's what 

happened. Sorry, I've talked too long at any rate.  

 

LEWIS:  No, no, no. We're sorry so much of your time. We're insatiable.  

 

DUBEY:  No, it's not that, I mean I don't have very much to add to this except that I 

think, yeah, I mean, I was reading part of this Bretton Woods report, or rather the staff 

report and some of the staff report and some of the background reports for the last two 

days, that's what that is. My . . . with this institution is really of efficiency. Efficiency in 

terms of, purely as internal efficiency about the institution. . . . and to that extent the fact 

that the report gives . . . to the Fund as a lean and mean institution, a big score for in the 

Bank, I believe that's true.  

 

KAPUR:  I think some things become clichés so fast.  If you telling John Urcheck (?) 

you can do a search on this Internet, you know, it's world-wide. We use the word search 

phrase "bloated bureaucracy," 1987 onwards, and the World Bank was picked out . .  

 

DUBEY:  My god.  

 

KAPUR: . . by that phrase most frequent number of times along with Ugandan . . .  

 

DUBEY:  My god.  

 

KAPUR:  It's just become part of the, almost the folklore, when you talk of the World 

Bank, we use the word “bloated,” we are getting large, inefficient, et cetera, Denton and 

people were not fitting in the backyard of IBM or Citibank, or any of these.  
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But one thing I was wondering, I mean which we . . . which is slightly different, is that, a 

number of times we've sort of heard now, especially this liability of Bank staff to signal 

this, that some people believe it was inevitable because of the increasing dominance of 

the YP's not being grounded in particular disciplines, more generalists as opposed to the 

agronomists, you know, sort of. There's a plus and a minus side, obviously.  

 

DUBEY:  There is, there is.  

 

KAPUR:  That over time as this particular group became more and more dominant in the 

institution's management, particularly after '87, that sort of affected a lot of . . .in the 

institution. Is that, in any sense . . . 

 

DUBEY:  Yeah, I'll tell you two things. One is I think the Bank does miss--and I hate to 

say it, I'm being the ex-colonist (?)--I think the Bank got, following the, you know, 

independence of lots of countries, lots of ex-colonials who joined the institution, but 

many of them were technicians in a sense, agronomists, agriculture, transportation, 

hydropower. These people really had a solid background. And I frankly, also--again with 

some sort of hesitation--I admit that I found a degree of, they were practical people, they 

didn't have big fancy degrees, many of them, but they had an understanding of things. 

And they had a sort of a nose or a feel which in a sense only comes from a lifetime from, 

shall we say, dealing with some of these things. That dimension gradually the institution 

has lost. So that, I feel, has been--not, I mean, when you talk about the gradual increase, 

the other side of it is this one, which I think also has got to be recognized, that was, I 

think. But there were many other things, I feel. It's not just that.  

 

I think clearly the YPs syndrome does exist, but I wouldn't single out the YPs, many of us 

are all very career oriented because I think when the Bank started expanding career 

opportunities and so on, that's when lots of us jumped up and so on.  And then when it 

stabilized and we started--how you say--cutting each other's throats or stabbing each 

other in the back, sort of bureaucratic fights.  

 

LEWIS:  Do you think the terms of employment make for a workforce that is more 

fearful of leaving? Maybe that it's tougher on average for the professional to quit the 

Bank, to resign, to turn in his suit and go off to other activities?  

 

KAPUR:  I mean to add to John's comment, but surely for, I hate to say this, but for LDC 

nationals, working in the Bank is . . . 

 

DUBEY:  Absolutely, I mean, no, in that sense, raw price would be about significantly 

lower. And I think I would say that sort of a group with many people from industrial 

countries, I believe (he is whispering).  

 

KAPUR:  The last part of this thing was, you saw the Ernie-[Moeen] Qureshi divide on 

both sides. Pre-'87 and post-'87.  
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DUBEY:  Yeah, I worked for both and I must confess, this shows I must be an 

unprincipled character, I developed an admiration for both.  

 

KAPUR:  Did that at all affect the institution's . . ., their own  

 

DUBEY:  No, my feeling is, clearly, Qureshi had a sense that the developing countries 

needed to get all the support that the Bank could provide.  I think he clearly had that. 

Now this was not very different from what Ernie thought, in my view, except that by now 

Ernie was on the other side.  Secondly, the countries were in much deeper difficulties. So 

in a sense maybe what Ernie thought in the early '80s and wasn't difficult to hold, maybe 

was more difficult to hold in the late '80s when Moeen held the same view, sort of 

circumstances.  

 

No, what I liked about Moeen was, incredible gentleman--I've never worked for a more 

thorough gentleman, decent person.  And what I think his weakness was he wasn't hard 

enough on his managers, and he should have been much harsher on some of his people. 

And I think what affected his effectiveness was also, I think, Conable didn't give him the 

support that he--I mean, once he had selected him for that position, I believe he should 

have .not made him laughing stock, practically publicly. You must have seen some 

proceedings of memos he wrote, which were, I know they went up to the Fund, and my 

Fund colleagues would laugh at them.  

 

KAPUR:  By Conable?  

 

DUBEY:  Written by Conable to Moeen. A couple of them, basically, you know, he was 

trying to assert the fact that he made the decisions and he would therefore say, “Therefore 

I want this, I want this,” and so on. And the amazing thing is, that, I mean, this would be 

copied to other members of the President's council and then somehow it would end up 

with others, and the next I know is Jack Boorman telling me from the Fund and there was 

a sort of snickering about it. So that undercut his effectiveness very much, I believe.  

 

LEWIS:  Hmmm. Not what I would have expected from Conable. Well, hardly.  We 

talked to him a couple times on, he seemed . . .  

 

DUBEY:  Conable was very strange. I don't know.  I didn't care for him, I must confess.  

I was--and it's my problem; it's not his problem--but . . . very much.  

 

LEWIS:  How about Conable versus Clausen?  

 

DUBEY:  I thought in terms of impact on the Bank Clausen was a zero, Conable was a 

negative.
2
 

 

LEWIS:  Okay, that's alright. I'm sorry, there's just one more thing I'd like to, because 

you touched on this efficiency managerial . . . 

                                                 
2
 “My negative comments on Conable were only referring to his impact on the Bank.  He was an extremely 

decent person.”  Letter, Vinod Dubey to Archives, 2009-02-05. 
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DUBEY:  Yeah, I think some of these leftovers from the McNamara days. Basically, I 

think McNamara instituted lots of things which grew into, I believe, monsters. One was 

the structured meetings, so we have an enormous number of structured meetings which 

have been legislated by operational directives, so these meetings, attendances are laid 

down and so on.  So you'll find meetings where thirty people have to be invited, even for 

the most confidential documents you'll find twenty-five people have to be invited to the 

first review then there's a second review. So there's an enormous amount of time which is 

spent in these various stages.  

 

In contrast, in the Fund if you have any policy subject we have produced, it goes through 

one review, it goes through the department draft, and it is sent to anyone and everyone at 

one time, including the Bank and other places, anybody. Comments are asked for in 

writing in three working days; in the Bank we can ask for five working days, ten working 

days, and they have to be in writing. Now, I have been--not I; people will tell you--you 

go to umpteen meetings of this kind, thirty people, twenty-five people are in the room, 

one or two make a contribution, the rest sit there, either make a bureaucratic contribution 

which is that, “I, representing the irrigation division, have this to say: da da, da da, da 

da.” That's one type. Secondly, in meetings lots of people make comments which are not 

really, they may take time to deal with, but they are not really--I mean, if you asked for 

written comments they wouldn't dare put that down because in a sense they have, written 

comments, you have to be much more careful. So from my angle, you want to get rid of 

all the structured meetings and have one review process and written comments.  

 

Second thing, I think, is another cultural one, which is somehow or other the culture that 

all disagreements have to be resolved at these various levels. You know, you have the 

white cover review, and then you have the yellow cover review, then you have the green 

cover review. Sometimes we even have a situation where we have a dirty white and then 

a white, you know . . . . So attempt to get at a consensus, which means going back and 

sort of really doing non--really very non-productive work instead of which a culture in 

which basically one could say if manager X is accountable, then manager X basically 

gets a report saying that, “Look, we've had it reviewed, these are the four or five 

comments that were made, these were taken into account, these two we haven't taken into 

account because for these reasons we disagree with them.” Now let the manager decide 

and finish with the damn thing instead of me and the other division chief working with it 

for the next two weeks, or three weeks, or four weeks, trying to work out some sort of. 

This is not done in this institution, never. In a sense, when we go to McNamara we don't 

say that, “A thinks such, and B thinks such, and now you, Mr. McNamara, decides 

whether A is right or B is right.”  We go to him with some sort of fudged up compromise 

which in a sense . . . 

 

So that culture, these are two things which if one could get rid of, in my view, one could 

get rid of 15-20 percent of our staff straight away. Because 15-20 percent I just wouldn't 

be missed. Secondly, I think there was one other damaging--again, these are things, 

initially they were good developments.  When they started they were positive 

developments. But you see the point is, I believe, outlived.  They were probably good 
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disciplines in the initial stages when the institution had been used to working in an 

informal structure in an informal manner where, maybe, I don't know but this is how, at 

least, I would like to see it. And sort of--I'm saying “third.”  Did I say “secondly”?  

 

LEWIS:  You said “secondly.”  You've got a third one, I think.  

 

DUBEY:  I have one? Oh god, what was I saying? There was one more point I wanted to 

make in this . . . 

 

LEWIS:  One was the structured meetings.  You wanted to get rid of those.  

 

DUBEY:  The structured meetings.  The second thing is this tendency to come to . .  

 

KAPUR:  Seeking compromise.  

 

DUBEY: . . seek this compromise or consensus which sort of goes up . . 

 

KAPUR:  You realize, of course, that . . . 

 

DUBEY: Sorry?  

 

LEWIS:  No, let him get to the third.  

 

KAPUR:  I was just saying that, actually, by the Bank's . . . attention for what it's 

pushing for, it's been on the cutting edge. Participation is the buzzword you see . . . So the 

more structured meetings, the more a consensus, well, the Bank has had an incredibly 

participatory structure.  

 

DUBEY:  Yeah, one could probably argue that. But I think that in a sense, if one were to 

apply the test to just value added, that is the test I would apply and I would simply say 

that . . . 

 

LEWIS: I think that, well, we're getting now to the point of our speculation but we won't 

bother with that. 

 

(END OF TAPE)  
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