Independent People's Tribunal on the World Bank in India : Press
Release

PRESS RELEASE

500 academics, activists and experts on the World Bank including experts from abroad such as
Alejandro Nadal, Professor, Colejio de Mexico, and Bruce Rich, Executive Director, will gather
at JNU (21 - 24 September) at the “Independent People’s Tribunal on the World Bank Group in

India”, and will hear experts and victims give testimonies on the role of World Bank in India.

The Jury will consist of eminent persons including Mahasweta Devi, Arundati Roy, Justice P.B.

Sawant, Aruna Roy and 11 others. Attached is the programme.

Given below are preliminary notes on two of the issues which will form part of the
deliberations. Note 1 is on sample contracts between the World Bank and State Governments.

Note 2 is on Government Officials serving at the World Bank.

Note 1

SAMPLE WORLD BANK AGREEMENTS WITH STATE GOVERNMENTS SHOWING HOW THE WORLD
BANK FORCED STATE GOVERNMENTS AS A CONDITIONALITY FOR LOANS TO AGREE TO CHANGING
LAWS, PRIVATISING, REDUCING THE PUBLIC SECTOR ETC.

LOAN AGREEMENTS FOR ORISSA’S HEALTH SYSTEM

1. A condition of a loan to Orissa to make changes to its health system was that Orissa would
continue to follow a policy of ‘user pays’ and more importantly, that it increase its charges.
Such a measure invariably affected the poorest members of society and is in direct contrast
with the World Bank’s stated aim to alleviate poverty. In this case, amongst many others, its

policies hit the poorest the hardest.

“Orissa shall continue to implement a program for collecting user charges at district hospitals,
such program to focus, inter alia, on: (a) strengthening collection of existing user charges and

management arrangements; (b) implementing revised user charges in a phased manner within



six months after completion of the renovation and extension of each hospital and adoption of

staffing and technical norms at such hospital...”

LOAN AGREEMENT WITH ORISSA ON POWER

In the Orissa Power Restructuring Project of 1996 the World Bank also mandated privatization.

In the loan agreement for that Project the Bank specified:

Orissa shall, with the participation of GRIDCO and OHPC [the publicly-owned Orissa power
distribution companies]:

(a) offer a part of its equity in GRIDCO and OHPC for sale to the public under terms and
conditions satisfactory to the Bank with the objective of divesting such equity in accordance

with a program and timetable satisfactory to the Bank;

If the Government of Orissa was unable to sell the company at its asking price it was required

to revise the conditions of its sale to make it more attractive for sale:

(c) where no tenders are received in response to such offer or those that are received are not
deemed responsive by Orissa, revise the terms and conditions of such offer in a manner
satisfactory to the Bank and take such other steps which shall, without prejudice to the
interests of Orissa, GRIDCO and OHPC, be adequate, in the view of the Bank, to making such

offers attractive for acceptance by the public.

LOAN AGREEMENT FOR ANDHRA PRADESH ON WATER PRIVATISATION

2. In return for a World Bank loan to Andhra Pradesh, the World Bank stated in its loan
agreements that Andhra Pradesh would introduce a charge system for water. Again, it is

evident that World Bank’s policies adversely affect the poor.

“Andhra Pradesh shall implement a system for water charge collection on a volumetric basis by
WUAs on at least a pilot basis (i.e. covering about 40,000 ha) by March 31, 2001”.

In addition to introducing a ‘user pays’ system in which the government of Andhra Pradesh
could not be held democratically accountable, the World Bank also made it a condition of the

loan that Andhra Pradesh would cut jobs in the state government and reduce salaries of the



state government’s employees.

“Andhra Pradesh shall take all the necessary measures, satisfactory to the Association and the
Bank in order:

(c) to reduce employment in the state government (excluding primary education) by 1.9
percent each Fiscal Year beginning with FY 1998-99;

(d) to reduce the ratio of salary to GSDP from the estimated 5.3 percent in FY 1997-98 to no
higher than 5.0 percent in FY 2002-03”

LOAN AGREEMENT WITH HARYANA ON POWER

The Haryana Power Sector Restructuring Project was a 1998 agreement between the World
Bank and the Government of India and Government of Haryana aimed at restructuring and
upgrading that Haryana power system. One of the ultimate goals of this restructuring was
privatizing the distribution of power in Haryana. This is made clear by the conditions of

subsequent loans for this project as outlined in the project’s appraisal document:

The Second Haryana Power Sector Restructuring Project (APL2; indicative amount of $ 150

million) would be considered when . . . The Government of Haryana has:

* achieved satisfactory progress in privatizing one of the distribution companies (East Zone) as

a joint venture with private majority ownership; . . .

The Third Haryana Power Sector Restructuring Project (APL3) (indicative amount: $ 200
million) would be considered when . . . The Government of Haryana has:
* privatized at least two-thirds of the distribution system, e.g., at least about two-thirds of the

electricity is distributed by private companies, licensed by the Regulatory Commission;
One or two additional loans (APL4 and APL5) (tentative total amount: $ 190 million) would be

considered when:

* the distribution business has been fully privatized;

LOAN AGREEMENT WITH MAHARASHTRA ON WATER



The World Bank continues to try to dictate its own market-driven ideology to India even today.
In 2006, the Government of Maharashtra and World Bank entered into an agreement for a loan
to reform the Maharashtra water supply system under the Maharashtra Water Sector
Improvement Project. The loan conditions as outlined in the Project Appraisal Document

included that the Government of Maharashtra shall:

(vi) start implementation of bulk water supply and volumetric charging of irrigation water to
WUAs as per their entitlement in six selected pilot schemes by no later than December 31,
2006.

(vii) rationalize water charges including irrigation charges to meet full O&M costs by no later
than March 31, 2007.

Note 2

NOTE ON SENIOR GOVERNMENT OFFICIALS WHO WHILE SERVING GOI WENT ON DEPUTATION TO
THE WORLD BANK ON HUGE SALARIES AND PENSIONS AND THEREAFTER RETURNED TO GOI AND
ALTERED POLICIES OF GOVERNMENT IN ACCORDANCE WITH THE WORLD BANK POLICIES

The Revolving Door of the World Bank
Suborning policy and decision makers by its pocketbook

By Prashant Bhushan

Joseph Stiglitz, the Nobel laureate and former Chief Economist of the World Bank in his frank
critique of the World Bank and IMF, “Globalisation and its discontents”, notes that “The
institutions are dominated not just by the wealthiest industrial countries but also by
commercial and financial interests in those countries, and the policies of the institutions
naturally reflect this”. This, he says, happens because the World Bank and other Multi-lateral
financial institutions are controlled by the wealthy countries. For the WB/IMF, these countries
are represented by their Finance Ministers and Central Bank Governors. He goes on to say, “The
Finance Ministers and Central Bank governors typically have close ties with the financial
community; they come from financial firms, and after their period in government service, that
is where they return. These individuals naturally see the world through the eyes of the
financial community. The decisions of any institution naturally reflect the perspectives and

interests of those who make the decisions; not surprisingly, the policies of the international



financial institutions are all too often closely aligned with the commercial and financial

interests of those in the advanced industrial countries.”

Though an insider with impeccable credentials and credibility like Stiglitz has laid bare this fact
which was known by most people much earlier, yet it is obvious that the government of India’s
policies regarding the revolving door between the government and the World Bank/IMF are
totally oblivious to this. How else would one explain the fact that for much of the last 20 years,
and particularly since 1991, many if not most of the top economic policy makers including
members of the planning commission, secretaries of the Finance Ministry and Governors of the
Reserve Bank have been staffers of the World Bank/IMF. They have moved smoothly and
seamlessly between the World Bank/IMF and the government of India, as if the government of

India were just a division of the World Bank/IMF.

Since the mid 80s it has become common to find World Bank staffers occupying key policy
making positions in the Government of India. Starting with Montek Singh Ahluwalia, and Bimal
Jalan, the vast majority of the key officials of the Finance Ministry and the Reserve Bank have
moved seamlessly back and forth between the World Bank/IMF and the Government of India.
They include such influential policy makers and Finance Secretaries such as Shankar Acharya,
who like Montek started with the World Bank in the 70s and then again like him joined the
government as Economic advisor in 1985. In 1990 he was back at the World Bank as Chief of the
Public Economic Division till 1993, when he was appointed Chief Economic Advisor to the
Government of India. He was thereafter appointed to the Board of SEBI, the EXIM Bank and

various other policy making bodies.

We then have Rakesh Mohan who also initially worked with the World Bank (1976-80, 1983-86)
and later became Economic Advisor to the Ministry of Industry, Government of India. He then
served in top positions of many policy making bodies of the government including Deputy

governor of the Reserve Bank, Secretary of the Department of Economic affairs etc.

We have Parthasarthy Shome who worked at the IMF for most of the time between 1983 and
2004. In between he was called in as Chairman, Advisory group on Taxation for the 9th 5 year
plan, then as Chairman of the Advisory group on Tax policy, and most recently as Special
advisor to the Finance Minister (2004-2007).

We also have other persons like Ashok Lahiri, who worked for many years in the IMF before

being brought in to the government as Chief Economic Advisor and then sent to the ADB as



Executive Director in 2007. These are only some examples of persons who started their careers
with the Bank/IMF and were brought into influential policy making positions of the
Government, then allowed to move back and forth between the bank and the government as if
the Government of India were just a division of the Bank/IMF). Such examples could be

multiplied endlessly.

This revolving door with the Bank/IMF and the filling of most economic policy making positions
of the government by these Bank staffers has allowed the bank to impose its ideology and
policies on India. It has not only ensured that these policy makers are schooled in the World
Bank school of economics, by allowing them to move back and forth but also ensured that the
Bank/IMF retains a complete stronghold on these persons wherein they step out of line only at

the cost of losing their lucrative jobs/assignments with the Bank/IMF.

In fact, key officials of the Finance Ministry and other important Ministries dealing with World
Bank proposals and projects have been freely allowed to negotiate and take up jobs at the
World Bank while in service and immediately after retirement. Many of them are deputed by
the Government of India. These deputations also work through the network of Old boys of the
World Bank occupying key positions in the government of India. Apart from deputations, there
are hosts of other jobs, consultancies, assighments, even travel grants and huge honoraria paid
for attending meetings of the World Bank and associated agencies. Thus, R.A. Mashelkar as DG
CSIR went on at least 50 trips abroad during his tenure which were paid for by the Bank or the
World Intellectual Property Organisation. For most of these trips, he was paid an honorarium of
around 500 British pounds a day. As a result of this, he got more as honoraria for these trips
than he got as salary from the Government of India. As DG CSIR, he presided over several
policy-making committees and advised the government to (for example) amend the Patents Act
in line with the needs of multinational corporations of the West. He says that he honestly
believes that it is in the best interest of India as well. But, when one knows that juicy junkets,
honoraria and assignments depend on whether he falls in line with the Bank and similar
agencies, it is easy to convince yourself of the righteousness of the course that is likely to land

you with these juicy assighments.

The officials are selected eventually by the Bank and their salaries and honoraria are decided
by them, depending on their level and “utility” to the Bank. However, in all cases they are
several times, usually ten times or more than, the salaries they get in India. This creates an
enormous incentive for the Officials to seek World Bank jobs, assighments, consultancies and

even travel grants. Since it is obvious that one is more likely to get these if one toes the World



Bank line, it creates an enormous incentive for Officials to fall in line. This is particularly so for
“honest” officials who see these jobs and assignments as the only legitimate way of doubling or

trebling their savings in a very short while.

The Foreign Contribution Regulation Act which makes it an offence for a government official to
accept any material contribution from a foreign agency also exempts the World Bank and other
“United Nations agencies”. This has further smoothened the path of those seeking World

Bank/IMF/ADB jobs, assignments and travel grants.

This is why there is no critical evaluation of World Bank policies and projects at the
government level and they are all virtually accepted uncritically and pushed through. All this
has had an enormously deforming effect on policymaking, particularly economic policymaking
in the Government of India. It would not be incorrect to say that it is the World Bank, which
runs the Reserve Bank, the Finance Ministry and other economic policy making bodies of this

country.



