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Manthan Adhyayan Kendra was set up in year 2002 to
research, analyse and monitor water and energy related issues,
with a special focus on the developments resulting from the
liberalisation, globalisation and privatisation of the economy.

In last several decades, resource use and developmental
activities have given rise to fierce debates and intense struggles
raising issues of social justice, equity, environmental
sustainability. human rights. Serious concerns have been raised
about the efficacy in delivering benefits of the existing
developmental paradigm. In recent years, enormous
transformations in the global and national economic and financial
structures have made these concerns even more relevant.

It is necessary, for those working in the public interest and
public policy arena to fully understand these transformations,
along with the concerns of equity, human rights, environment and
so on. Yet, most information, information sources and analytical
capacity remain with governments, international financial
agencies or private corporate sector.

There is a critical need for independent groups committed to
public interest that can carry out high quality research and
analysis. Manthan has been set up as an attempt to address this
need.

The studies carried out so far include a comprehensive post
facto evaluation of the Bhakra Nangal dam project and ongoing
monitoring of privatisation and commercialisation in the water
sector.

Manthan raises resources from people and institutions that
share its political and ethical vision. So far, Manthan has worked
solely on contributions from individual supporters.
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Prefoce

The‘Other’ Bank

“ Development knowledge is part of the ‘ global commons':
it belongs to everyone, and everyone should benefit from
it... The Bank Group’ srelationships with governments and
institutions all over the world, and our unique reservoir of
devel opment experience across sectors and countries,
position usto play a leading rolein this new global
knowledge partnership. .... We need to become, in effect, the
Knowledge Bank.”

James Wolfensohn,

(then) President of the World Bank,
Welcome Address to the Annual General Meeting, 1 October 1996

THEWORLD BANK has been engaged in producing knowledge. This
knowledge has been produced and used to design, plan and justify
policies, programs and projects all over the world. The Bank is
recognised as the biggest research institution working on
developmental issues.

In 1996, James Wolfensohn, then President of the World Bank,
took this role to a new level. Calling for the Bank to become a
Knowledge Bank, he placed this ‘other’ side of the Bank on afooting
as important as that of its financial side. The announcement was
backed by a Strategic Compact and the roll-out of a plan that was to
cost over 50 million US$ over next several years.




Why is being a knowledge provider so important to the Bank?
Ostensibly, it is to better tackle the challenges of globa poverty
eradication and improving peopl€e slives. However, there appear to be
other reasons.

It is an open secret that the World Bank directly intervenesin the
policy making processes of the countries to which it lends money. It
forces countries to make sweeping changes in their policies, laws,
programs and projects. It compels structural adjustments of their
economies. It imposes a host of conditions which determine, often to
the smallest detail, what a country should do or should not do. In the
last 15 years or so, the Bank has been consistently pressurising
Governments along the path of Liberalisation, Privatisation and
Globalisation (LPG). This involves forcing open more and more
sectors of the economy to global private capital, while simultaneously
pushing for the ‘commercialisation’ of these sectors, that is, the
operation of these sectors along commercial lines, as a market, so as
to create an enabling environment for privatisation. This package is
often euphemistically called ‘reforms'.

The Bank and the Governments (at | east the Government of India)
vehemently deny this interference. In the make-believe world which
they expect the citizensto accept astrue, al these changes are proposed
by the host country and the World Bank only agrees to them and
funds them.

On the ground, however, these policies pushed by the Bank have
had terrible impacts, especialy on the economically weaker sections
of the society. There is tremendous resistance to these changes and
these policies are facing intense protests al over the country (and all
over the world). It is therefore necessary to have strong justification
for thenew policies. It hasto be shown that what the Bank issuggesting
will benefit the people, will help eradicate poverty, will lead to
strengthening of theloca economies. One of the most important ways
in which this is done is through the use of knowledge.

VIII / WB as Knowledge Producer



The Bank produces and uses vast amounts of knowledgeto justify
and argue for the policiesit is recommending. This is the creation of
the‘intellectual’ support, therationale and justification of privatisation
and glaobalisation.

The Bank produces its knowledge in many ways - through its
own in-house research, through the many surveys and studies carried
out as a part of project preparation, and through experience gained
from the implementation of its projects al over the world. The Bank
is particularly proud of its ahility to bring knowledge of international
best practices to the table. As the Bank’s Country Strategy 2005-08
for India? says:

The Bank Group offers a number of strengths. First among
these is the Bank Group’s ability to gather and share global

knowledge and experiences with Gol and other important
audiencesin India

Consider, for example, the water sector. It is precisely such ‘ global
knowledge and experience’ that the Bank has used to justify and push
policies of privatisation, globalisation and commerciaisation in the
water sector in the country. Since late-1990s, a tremendous
transformation ison in the water sector with reforms and restructuring
goingoninmany states. These are dismantling the social responsibility
foundation of the sector and changing it into amarket. Thereisaso a
spate of privatisation in water supply projects al over the country.
Most of these changes are being carried out as a part of one or more
World Bank and / or Asian Development Bank funded projects.

Knowledge clearly isthe ‘ soft power’ of the World Bank, a power
that is asinfluential asis its money power.

An examination of this knowledge and experience brought in by
the Bank however raises severa questions:
1.  Howisit that the knowledge and experiences of the Bank

somehow always lead to the path of privatisation and
globalisation?
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2. Why are knowledge and experience that militate against these
options missed out or ignored?

3. Areknowledge and experience that could lead to other
courses of action excluded, intentionally or inadvertently?
4. How istheBank’s knowledge produced?

5. Whoisinvolved in producing this knowledge? What is the
role of highly paid international consultantsin generating this
knowledge?

6. Who are excluded in the process of producing this
knowledge? In particular, are people directly affected by Bank-
influenced policies and projectsinvolved in this?

7. Isthe Bank’sknowledge privileged over other streams and

bodies of knowledge? If so, why and how?

These questions assume greater importance and urgency as
evidence accumulates that these policies have cut people’s access to
water, led to environmental destruction, resulted in displacement and
destitution of people, stifled better options for water resource
management, have had huge opportunity costs, and privileged
corporate profits over socia responsibility and equity.®

The importance the World Bank gives to this role of creating the
intellectual base for pushing its formulation of development policiesis
clear from Country Assistance Strategy (CAS) for India for 2005-
2008. This CAS determines the strategies and priorities of the Bank’s
lending to India for the three years. Among the three key “Strategic
Principles’ which “under pin the Bank Group’swork” in Indiais the
one that

The Bank will also aim to substantially expand its role as a
politically realistic knowledgeprovider and generator .* (Emphasis
inoriginal).

In spite of theimportance given by the Bank itself, and the growing
excellent work around this role of the Bank, studies of the Bank as a
Knowledge provider remain limited, especiadly in India. This paper is
an attempt to fill part of this gap.
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We look at the Bank’s knowledge producing machinery at the
global level, and in India. We then look at severa case studies of the
use of knowledge by the Bank to promote specific policies in the
water sector. These case studies illustrate how unsound knowledge
is being used by the Bank, through flawed processes, to push its
desired policies. We a so draw out an overall critique of the Knowledge
Provider role of the Bank.

This study has benefited greatly from the comments of Michael
Goldman, Nandini Oza, Peter Bosshard, Shamali Guttal, Shefali
Sharma and Vicky Cann. We would aso like to thank the planning
team of the Independent Peopl€e's Tribuna on the World Bank Group
inIndia, where a paper based on this study was presented, for detailed
and stimulating discussions on this subject. In particular, we would
like to acknowledge the inputs of Prashant Bhushan for his revealing
study on the ‘revolving door’, Suchi Pande and a researcher who
would like to remain anonymous.

Wewould like to thank the World Bank and PPIAF officesin India
and John Briscoe of the World Bank for the prompt and detailed replies
to our queries.

We remain responsible for any errors and interpretations.

We are aware that what we have been able to put together are at
best some glimpses of the World Bank as a knowledge producer. Far
more detailed work on thisis called for, not only on this aspect of the
Bank, but on how to create, strengthen and sustain alternative systems
of knowledge.

Badwani (MP) - Shripad Dharmadhikary
March 2008
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Ervecutive Swmmary

The World Bank as a Knowledge Producer

THE WORLD BANK has been engaged in producing knowledge, using
it to design and justify policies pushed by it al over theworld. Recently,
the importance to this side of the Bank has been increasing.

The Knowledge Bank

In 1996, James Wolfensohn, then President of the World Bank, called
for the World Bank to become a Knowledge Bank. The Bank’s latest
Country Strategy for India puts “expanding the Bank Group role asa
politically realistic knowledge provider and generator” as one of its
three strategic principles.

Why Knowledge?

It is an open secret that the World Bank directly intervenesin the
policy making processes of the countriesto which it lends money. In
the last 15 years or so, the Bank has been consistently pressurising
Governmentsto privatise and commercialise their economies and open
them up to global financial capita - euphemistically called ‘reforms’.

These policies have had disastrous impacts especially on the
marginalised sections of the society, leading to world-wide protests
and resistance. The Bank is therefore increasingly being called upon
to present justification for these policies. One of the important ways
inwhich thisisbeing done is through the use of knowledge - in effect
the creation of the ‘intellectual’ support of privatisation and
globalisation.

Where is the Knowledge Produced
The Bank is one of the biggest research institutions working on
developmental issues with around 100 research staff and an annual




budget of US$ 25 million, and an additional US$ 20 million for statistical
capacity building.

Research is aso produced at the 6 Regions and the various
Networks within the Bank. Research output is in the form of journal
articles, books, Policy Research Working Papers, Data Products,
Special Flagship Reports, the World Devel opment Review and annual
conferences. In addition, the World Bank publishes two peer-reviewed
research journals, the World Bank Research Observer, and the World
Bank Economic Review.

Bank researchers and their consultants produced nearly 4,000
papers, books, and reports between 1998 and 2005 including more
than 2,000 articles in peer-reviewed journals.

The World Bank Institute (WBI), founded by the Bank in 1955, is
one of the Bank’s capacity development instruments.

In addition to research, the Bank produces enormous amounts of
knowledge in its economic and sectoral work, technical assistance,
country level assessments, project preparation studies, project
evaluations, capacity building work and so on.

The Bank’s Knowledge Networks

As important as the Bank’s in-house system are the many and
extensive linkages and networksthat the Bank has created with external
researchers, research ingtitutes, professionals, like the Consultative
Group on International Agricultural Research (CGIAR) and Globa
Development Learning Network (GDLN)

These networks potentially offer a mechanism for the Bank to
gain legitimacy for its knowledge, as also to build long lasting
institutions that will perpetuate Bank style research and its
internalisation.

The Knowledge Producer in India
In India, the Bank produces knowledge in the form of short pieces
of sector work to formal pieces of analytical and advisory work,
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technical assistance, conferences and workshops. In terms of policy
impact, by far the most important are the thematic and sectoral studies,
caled AAA - Anaytica and Advisory Activities. For the years 2005-
08, the Bank has planned 22 magjor studies to be undertaken.

A significant part of the knowledge generation work is carried out
by the Bank in collaboration with other multi-lateral or bilateral aid
agencies like the Asian Development Bank (ADB), UK Government’s
aid agency Department for International Development (DFID) etc.

Flawed Knowledge
This study looks at the role of the World Bank as a Knowledge
Producer in context of the water sector in India.

The Water sector in India- including urban and rura water supply,
industrial supply and irrigation - is undergoing a tremendous
transformation and new policies and laws are attempting to turn it
into a market with commercial operation, with an increasing role for
the private sector. These policies are being promoted by the World
Bank and other international financia institutions on the basis of
knowledge generated by them.

Unfortunately, the Bank’'s process of generating knowledge is
flawed and exclusionary. It excludes common people, and their
traditional expertise and knowledge. The Bank’s knowledge is
frequently created by highly paid, often international, consultants,
who havelittle knowledge of local conditions. The knowledge creation
is mostly directed towards arriving at a pre-determined set of policies
- privatisation and globalisation. This knowledge creation is often
selective, in that information, evidence or experiences that do not
support these pre-determined outcomes are ignored.

Case Studies

The study presents several examples of this. It shows how the
Bank hastried to promote a market in water entitlements, but has not
revealed crucial evidence of the negative impacts of this. It shows
that the Bank is promoting privatisation of urban water supply based
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on knowledge presented in misleading ways, or by ignoring important
information or with prematurely reached conclusions. The study finds
that the Bank isjustifying large dams, showing they are benefiting the
poor the most. The Bank is making this claim based on a study it has
not yet made public though it has been using it for more than 2 years.
It shows how foreign consultants have written water strategies of
the state of Madhya Pradesh, without proper consultations.

Larger Critique

A recent independent evaluation of the World Bank’ sresearch shows
that the case studies presented by this study are not merely anecdotal.
Rather, they are typical of the way knowledge is produced and used
by the Bank. Among other things, the independent evaluation said that
“One criticism that was made repeatedly is that research tended to
jump to policy conclusions that were not well-supported by the
evidence” and found that “in some cases, the Bank proselytized selected
new work in major policy speeches and publications, without
appropriate caveats on its reliability”.

This study also notes severa cases in which the Bank’s policy
prescriptions have failed, with disastrousimpacts on people, and have
been acknowledged by the Bank to have failed. These include the
push for privatisation in the water sector. In spite of such dramatic
failures, the Bank’ sknowledge maintains its dominance and hegemony.
The study explores mechanisms behind this, including the Bank’s
financia muscle.

One of the key functions of the Bank’s knowledge has been to
create the TINA myth - There Is No Alternative - no adternative to its
policies, no alternative to the knowledge created by it.

The study lays out the challenge for the citizens of this country to
break the hegemony of the Bank on knowledge production, democratise
the creation of knowledge, detach it from the interests of excessive
profitsand reform it to addressissues of common good, equity, justice,
environmental sustainability. 0
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One

The Global Knowledge Bank

“The World Bank is one of the most important centres of
resear ch in devel opment economics today. It spends
approximately two and a half percent of itstotal budget on
research and its research department, including 93
researchers and more than 30 support staff, is by far the
biggest single group of high-quality researchersin
devel opment economics.”

Abhijit Banerjeeet al
An Evaluation of World Bank Research, 1998 - 2005

THE BANK has truly a vast research machinery. Analytical work at
the Bank includeswhat iscalled ‘ research’ and * economic and sectora
work’. Research is defined aswork that has wide applicability across
countries or sectors, and is in general more academic in nature.
Economic and sector work is more application oriented, applying
research results to particular project or country settings.®

The World Bank’s Research Organisation

The Development Economics Vice Presidency (DEC), isthe main
centre for research. The Development Research Group (DECRG)
(the largest group within DEC) is the most important research unit in
the Bank, and currently has approximately 80 full-time staff researchers
and 15 other long-term researchers, as well as around 30 support
staff.




In order that research maintains links with the operational side of
the Bank, researchers have a target of 30 percent of their time that
they must spend in ‘ cross-support’ to operations.

Research is also produced at the 6 Regions and the various
Networks within the Bank. Research output is in the form of journal
articles, books, Policy Research Working Papers, Data Products,
Special Flagship Reports, the World Devel opment Review and annual
conferences. In addition, the World Bank publishestwo peer-reviewed
research journals, the World Bank Research Observer, and the World
Bank Economic Review.

Bank researchers and consultants produced nearly 4,000 papers,
books, and reports between 1998 and 2005 including more than 2,000
articles in peer-reviewed journals.®

The Policy Research Working Paper series is meant for
disseminating the findings of work in progress. Approximately 330
working papers are published each year, with nearly 4100 published
since inception.

The Bank also brings out a large number of data -products, most
important one being the World Development Indicators, which
aggregates economic, environmental, and social data on over 150
countries.

There are several flagship reports, and its annual World
Development Report is among the best known knowledge products
of the Bank.

The Bank al so hosts many conferences and workshops, including
the Bank Conference on Devel opment Economics held twice a year.

Thetotal research budget of the Bank is about US$ 25 million (FY
2005)’, and the Data Group has an additional US$ 20 million for
statistical capacity building.
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Other Places of Knowledge Production in the Bank

However, this is only a part of the huge knowledge production
system of the Bank. All the above figures pertain essentialy to
‘research’. In addition to research, the Bank produces enormous
amounts of knowledge in its economic and sectoral work, technical
assistance, country level assessments, project preparation studies,
project evaluations, capacity building work and so on. Indeed, in terms
of influencing policies and outcomes, this part of the Bank’s
knowledge is probably far more important than the ‘research’ part.

Considering that in 2004, the Bank was involved in about 1500
active projects we can see the extent of the project related knowledge
generated by the Bank - in terms of the on-ground experience during
implementation, aswell as the studies done for project preparation. In
addition, the region and country offices of the Bank produce large
number of sectoral and thematic studies and carry out innumerable
policy dialogues. We shall seethisin detail in the Indian context in the
next chapter.

The Bank’s Knowledge Networks

As important as the Bank’s in-house system are the many and
extensive linkages and networksthat the Bank has created with externa
researchers, research institutes, professionals and others. Some of
these were built up as a part of the initiatives taken by then President
Wolfensohn to establish the Knowledge Bank. Others were a part of
the Bank’s earlier working.

The Bank had been involved in producing and using knowledge
even before Wolfensohn' s initiatives.

In 1955, the World Bank founded the Economic Development
Ingtitute (EDI) to train government officialsfrom devel oping countries
in general development, as well as economic analysis and
implementation of development projects and programs. In 2000, the
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Ingtitute was renamed the World Bank Institute (WBI). WBI describes
itself as:

The World Bank Institute (WBI) is one of the World Bank’s
capacity development instruments. The World Bank Institute
worksclosely withthe Bank’ scountry teamstointegrate capacity
development activities into country assistance strategies. WBI
helpsincrease its clients' capacities to access knowledge from
multiple sources, both local and global, and to usethat knowledge
to develop strategies, and to make and implement policies. WBI
delivered morethan 700l earning activitiesto some 75,000 clients,
and awarded 211 scholarships in fiscal year 2007. WBI has
representationinthefieldin BurkinaFaso, China, Egypt, Ethiopia,
France, Ghana, India, Nigeria, Senegal, Tanzaniaand Turkey.®

Interestingly, in the early 1960s, one of the key problems for the
Bank was the limited number of projects presented to it for lending,
because the studies and analysis needed to prepare a project or a
program was often beyond the capacity of less developed countries.
To address this, then President Eugene Black set up the Devel opment
Services Department and Devel opment Advisory Service*that offered
advice and technical servicesin preparation of loan applications.”® In
other words, the Bank would provide advise to countries on what
kind of projectsthey should undertake and what kind of projectsthey
should seek loans from the Bank for.

The beginning of Bank’'s massive foray into producing
developmental knowledge is attributed to Robert McNamara's
presidency of the Bank. Soon after McNamara took over in 1968,
“[T]he World Bank ... became the central headquarters for research,
economic modelling, data collection, report writing and dissemination
of information on the so-called less developed world.”*° Goldman
(2006) details the process of how teams of professional staff and
consultants went on missions to conduct economic research, leading
to in-country economic analysis and policy discussions with
borrowers.
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In 1971, McNamara was able to persuade the Board of the Bank
to support an annual grant for a Consultative Group on International
Agricultural Research (CGIAR). This was the culmination of a long
process of negotiations in which certain agricultural research
institutions run by Rockefeller and other Foundations (some of which
were responsible for developing the Green Revolution seeds) were
adopted into this Group.!

The CGIAR describesitself asastrategic partnership of countries,
international and regional organizations and private foundations
supporting thework of 15 international agricultural research Centres.2
As per the CGIAR, from its very inception,

... theWorld Bank has provided the CGIAR withits Chairman,
who is the primary source of System |leadership; the CGIAR
Executive Secretary, a position subsequently transformed to
Director, the System’ sdefacto Chief Executive Officer; the CGIAR
Secretariat; and funding.t®

Another example of a Bank founded and supported network isthe
more recent Global Development Learning Network (GDLN), a
partnership of over 120 learning centres (GDLN Affiliates) in nearly
80 countries around the world. GDLN Affiliates collaborate in holding
events that connect people across countries and regions for learning
and dialogue on devel opment issues.

GDLN wasinitiated in June 2000 under the leadership of the World
Bank. Today the World Bank provides support to Network-wide central
strategy, communications, processes and systems, and is also an
important client of the Network.

Most GDLN Affiliatesarelocated in developing countries, typicaly
hosted by universities, think tanks and other loca institutions that
work on development policy and programs. Some Affiliates were set
up through World Bank loans or grants, notably in Africa, and afew
are co-located with World Bank offices.*
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These, and other networks set up by the Bank involve thousands
of professionals, policy makers, researchers and many institutions
producing and disseminating knowledge.

Equally important, these networks potentially offer a mechanism
to the Bank to disseminate its knowledge, build long lasting ingtitutions
that will replicate and perpetuate Bank style research, accord legitimacy
to thisknowledge, and ultimately lead to internalisation of such methods
and such knowledge.

Q
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Twor

The Knowledge Provider in India

Three Strategic Principleswill underpin the Bank Group’s
work: (i) focusing on outcomes... (ii) applying
selectivity...and (iii) expanding the Bank Group role as a
politically realistic knowledge provider and generator.

World Bank’s Country Strategy for India for 2005-08

WITH THE BANK placing generation and provision of knowledge as
one of its three strategic priorities in the country the importance of
these activities is increasing. How and where is knowledge being
created by the Bank in India?

The Bank’s India Country Assistance Strategy, 2001 says:

The Bank Group will employ various tools to develop and
disseminateknowledge: from short piecesof sector work toformal
pieces of analytical and advisory work, technical assistance,
conferences and workshops. Workshops and conferences, to
be organized in collaboration with the World Bank I nstitute, will
be used to facilitate the national debate on economic reform and
to disseminate domestic and international experience.’

Apart from these, knowledge is also being created in the form of
project preparation studies, studies undertaken as part of project
implementation and assessments on project completion. The now
infamous report of Price Waterhouse Coopers (PWC) on the reform
of Delhi water supply system - nothing less than a comprehensive
plan for its complete commercialisation and privatisation - wasactually




a Project Preparation document under the Bank’s Delhi Water Supply
and Sewerage Project.'®

However, the key knowledge creation activities are the thematic
and sectoral studies, called AAA - Analytical and Advisory Activities -
in Bank parlance.

Analytical and Advisory Activities

The Bank’s Country Assistance Strategy (CAYS) is prepared for a
period of three years. The latest CAS for India, for the years 2005-
08, lists 15 mgjor studies to be undertaken in the CAS period. These
include studieslike Land I ssuesfor Growth, Strategic Issuesin India's
Water Sector, Agricultural Marketing and Vaue Chain Development.
While 10 of these have been completed, another seven studies have
now been added.!” Among the most important studies is the
Development Policy Review (DPR) which is the flagship report into
which many of the AAA reports feed in.

These studies involve many consultants and “several of the main
reports recently completed have been prepared through joint work
with Indian policy and economic research institutions and think
tanks.”18

The fundsfor these studies are separate from the money spent on
the Bank’s project lending. However, the Bank did not give us any
figures for the amount spent on these activities saying:*°

Themoney for AAA usually comesout of the administrative
budget and we do not have ready figures of amounts spent, as
the budget is different for different tasks.

The use of the AAA for influencing policies is of great relevance
to our enquiry and we will come back to this after we look at other
AA activities.
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Technical Assistance
Technical assistance is of two types - Non-Lending Technical
Assistance (NLTA), and Technical Assistance (TA) loans.

Unlike the ADB, it appears that very few loans of the Bank are
classified as Technical Assistance. The Bank’s website gives 7 such
projectsfor India. Theseinclude the ongoing US$ 45 million “Technica
Assistance for Economic Reforms” and the 1993 project “Technical
Assistance (Private Power Devel opment) Project”. Several other loans
have components classified as Technical Assistance. For examplethe
Kerala Rural Water Supply and Environmental Sanitation Project has
two TA components, namely technical assistance for comprehensive
state-wide planning, development and management aspects and
technical assistance to the Central Government to foster sector
reforms.

The NLTA is also an important means of developing and using
knowledge to promote specific policies. TA and NLTA both appear to
have been used frequently to promote capacity building or reforms.
For example, the Bank notes, in a self-assessment of the FY 2002-
04:20

The country team [of the Bank] continued a dialogue on
reforms and provided non-lending technical assistance in UP
when further adjustment lending was put on hold as the state’'s
reform processfaltered. Substantia policy advice and non-lending
technical assistance have also been provided in states where
adjustment lending has been under preparation, namely AP,
Karnataka, Tamil Nadu and Orissa.

In the current CAS period aso, TA work in particular, and AAA in
general is being used to promote reforms (LPG) and enabling
conditions for the same. For example the mid-term review of the
current CAS?! lists advisory and TA activities being used under the
key themes of Improving Governance and Service Ddlivery, Promoting
Private Sector Led Growth, Fostering the Competitive Economy.
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Other examplesof TA includeregulatory reformsfor private sector
development in Orissa and joint work with Government of India to
provide technical assistance on resettlement and land acquisition
policies.

The World Bank Institute (WBI) isalso involved in TA work, with
its program in India focussing primarily on capacity building and
technical assistance in five areas. urban management, public sector
management, PRIs, health and HIV/AIDS, and investment climate.

Knowledge Work with Other Agencies

A significant part of the knowledge generation work is carried out
by the Bank in collaboration with other multi-lateral or bilateral aid
agencies like the Asian Development Bank (ADB), UK Government’s
aid agency Department for International Development (DFID) etc.
Moreover, the Bank also manages some of the multi-donor funding
agencies (agencies which are created by several donor organisations
coming together) like the Water and Sanitation Program (WSP) and
the Public Private Infrastructure Advisory Facility (PPIAF). Most of
these, like the Bank, promote LPG policies.

Asian Development Bank and DFID

The Bank and ADB are engaged in broad policy diaogue with 12
Indian states that have the largest number of poor.?? Thisdialogueis
focussed on cross-cutting reformsin all 12 states.?®

In April 2004 DFID and the Bank signed an agreement, setting up
the World Bank-DFID Trust Fund to Enhance Bank Effectivenessin
Enabling Reforms and Poverty Reduction in Support of Government
of India s Five-year Plan (TF054784) in September 2005. According
to the Bank,?*

The trust fund has helped to support the expansion of the
Bank’s dialogue and TA to statesinterested in reform...

An interesting example of the World Bank-ADB-DFID collaboration
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in promoting privatizsation and commercialisation is in the state of

Madhya Pradesh. DFID gave agrant to ADB of half amillion dollars,

which ADB gaveto the Government of M.P. to develop an integrated
water resources management strategy. The contract for thiswas given

to a British consultancy firm Halcrow. Halcrow’ s report formed one
of the important basis for developing the World Bank’s Madhya
Pradesh Water Sector Restructuring Loan (US$ 396 million), sanctioned

in Sept. 2004. This loan aims to convert the whole sector into a
market based commercia operation, and introduce privatisation in

key areas like irrigation. The Bank-DFID Trust Fund aso provided

money for part of the project preparation.

Water and Sanitation Program

The Water and Sanitation Program (WSP) isamulti-donor program
of the World Bank. It is involved in many knowledge production
processes that promote reforms (LPG) in the water and sanitation
sector. The WSP describes itself asi?®

We are ableto share best practices across regions and place
a strong focus on capacity building by forming partnerships
with nongovernmental organizations, governments at all levels,
community organizations, privateindustry, and donors. Our work
helpsto effect the regulatory and structural changes needed for
broad WSS [Water Supply and Sanitation] reform.

WSP' s programsinclude studies around reformsin Rural and Urban
water supply and sanitation (RWSS and UWSS). Some examples of
its projects are ‘ UWSS Reform Frameworks: Assistance to Govt. of
Gujarat (GoG) in Promoting Public-Private Partnerships (PPPs)’ or
‘Enabling Environment and | ncentives: Development of Public Private
Partnerships (PPP) in RWSS'.

Public-Private Infrastructure Advisory Facility
The Public-Private Infrastructure Advisory Facility (PPIAF) is
another multi-donor agency, set up with the express purpose of
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promoting privatisation in infrastructure. PPIAF is managed by the
World Bank and carries out or promotes essentially knowledge
activities. Thisis what the Bank has to say about PPIAF in its mid-
term review of the CAS:26

A multi-donor technical assistance program managed by the
Bank, the Public-Privatel nfrastructure Advisory Facility (PPIAF)
supports nine ongoing activities in India, ranging from support
to the Planning Commission to foster the creation of world-class
infrastructure and to maximize the role of public-private
partnerships (PPPs), to activities covering ports, highways, river
basin planning for hydropower, water and sanitation service
delivery, and reform. The PPIAF provides advisory, knowledge,
and capacity-building support to facilitate the development of
PPPs, and has proven to be aval uableresourcefor furthering the
Bank’s effortsin infrastructure development.

The support to the Planning Commission for example, is to the
Secretariat for the Prime Minister’s Committee on Infrastructure,
which is based at the Planning Commission. The Secretariat is
undertaking work aimed at improving the enabling framework for
PPP in the infrastructure sectors. The PPIAF project is providing
assistance to this Secretariat “so that this high level policy, legal and
regulatory work benefits from international experience and good
practices. The activity will helpinitiate policies ... to develop structures
that maximize the role of public-private partnerships.”?’

Conferences and Workshops

Conferences and workshops are critical to using knowledge to
create environment conducive to the desired policy measures. It is
not surprising therefore that they form a very important part of the
knowledge activities of the Bank. According to the Bank,28

Several seminars/conferences/workshops are organized in
Delhi and other citiesby different units, oftenin partnership with
other organizations, around AAA reports and we do not have a
central registry/count of these events.
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A samplelist given consisted of Labor Market Conference, Linking
Farmers to Market Conference (co-sponsored with University of
[llinois), Conference on Decentralization, Conference on PPPs.

An interesting example is that of a series of three workshops
organised by the WSP and the World Bank and several other agencies
titled “Willingnessto Charge’. The workshopswere held in September,
October and November 2002 in Hyderabad, Bangalore and Kolkata.
Thereisconsiderable political resistanceto increasetariffsin the water
sector asthisis likely to impact the poor significantly. The argument
often made by the Bank is that while people are willing to pay higher
tariffs, politicians are not willing to charge higher prices for water.
The workshops were expected to “provide an understanding of the
underlying reasonsfor ‘willingnessto charge’ and... lay the foundation
for follow-up analytical work, which will be useful for promoting the
much needed tariff reform in the WS& S sector.”?® Tariff reformisa
euphemism for sharp increases in tariffs to ensure full cost recovery
and high profits for the private sector, and is a key element of the
LPG program.

Dissemination of Knowledge

In addition to publications and conferences and workshops, the
Bank has several other meansto disseminate the knowledge generated
by it. As per the Bank,*°

The Bank has intensified its communication, consultation,
and outreach activities...

Overall efforts to disseminate AAA findings have been
intensified through wide consultations with a range of external
audiences (government officials, civil society groups, academia,
media, stakeholders), greater engagement with the editorial heads
of key national publications, and mediaworkshops.

Sub-national outreach has been an integral part of
dissemination initiatives and in addition to Delhi and Mumbai,
regular events are being organized in Hyderabad, Bangalore,
Patna, Bhubaneshwar, Ahmedabad, and anumber of other centers.
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Using Knowledge to Influence Policies

Itisinstructive to see in some detail how knowledge activities are
being used to push policies of liberalisation, privatisation and
globalisation.

The CASfor 2005-08 decided to substantialy increase the Bank’s
lending to India, and called for an expanded effort at the central level
for actualising this scaling up.

A large part of thisexpansion will beintheform of AAA: for
instance the series of major reportswill primarily addressissues
of national consequence.s!

Another important focus of the Bank at the central level was in
terms of creating a environment conducive for the LPG policies.

At the Center, the Bank could selectively use investment
lending, coupled with AAA to foster competitiveness. ... The
Bank could also offer its AAA to provide knowledge support to
build consensusfor key reforms, such astrade and tariff reforms,
FDI regulations, improving corporate restructuring and
bankruptcy procedures, SOE [State Owned Enterprise] reform,
and competition policy. IFC, through programs such asthe South
Asia Enterprise Development Facility (SEDF) and the Foreign
Investment Advisory Service, could providetechnical assistance
for more detailed diagnostic work, and to support i mplementation
of reformsaimed at improving the investment climate for foreign
and domestic investors.?

A similar effort was envisaged at the state level, where

Building on the considerable analytical work completed in
analyzing the investment climate across India’'s states, in the
coming yearsthe Bank will usethe survey resultsto help advise
on critical reforms ... and will offer technical assistance for
implementation of reforms to improve the investment climate.®

After pushing LPG reforms at the central level from 1991, the
Bank turned its attention to the states. The strategy earlier seemed to
betofocuson‘willing' states, but now this has changed to proactively
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pushing reforms in states which may be reluctant to undertake such
reforms.34

Asaresult, the Bank planned to initiate a dialogue on cross-cutting
reforms with 12 of the largest and poorest states. This was to be on
a voluntary basis, but in four states - Bihar, Jharkhand, Orissa and
U.P. - the Bank had decided to work proactively. Statelevel ‘ adjustment
lending’ was expected to continue and “ such lending would be preceded
by in-depth analytic work, and the Bank would provide technical
assistance to help states as they implement their comprehensivereform
programs.”3®

All this shows that a key role had been planned for knowledge
creation and its use in promoting reforms at the central and state
levels. The actual implementation also has been as planned. As per the
mid-term review of the CAS3®

The Bank and the Asian Development Bank (ADB) have
engaged in dialogue on cross-cutting reformsin all 12 states, the
latter focusing on Assam, Madhya Pradesh, and West Bengal.
The Bank has intensified its ongoing dialogue with Andhra
Pradesh, Bihar, Karnataka, Orissa, Ragjasthan, and Tamil Nadu,
ranging from increased analytical and advisory activities to
enhanced lending.

The Bank’s approach to engagement with the four poorest
states has been based on dialogue leading, in three of the four
cases, to preparation of acomprehensive state economic report
to analyze the major reform areas.

These activities of the Bank, leveraged by severa loan projects

have seen many clear policy shiftsin the states towards liberalisation,
privatisation and globalisation.®”

A key AAA output has been the Development Policy Report (DPR).
As the Bank notes:®

As asynthetic report, the DPR was able to draw on therich
array of AAA work-including recent reports on labor markets,
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agriculture, thefinancial sector, water, decentralization, individual
reports on lagging states, and reforms in service delivery-and
bring the key results together in a high profile document that
received wide dissemination and has influenced policy
discussions.

Moreover, the DPR wastimed to be avail abl e beforethe policy
discussions around the 11th Plan, a key document for framing
government policy directions, and we believe many found the
DPR helpful inthisregard. Moreover, the DPR themes and the
evidence it could present (both new and from other AAA) are
influencing many academic and civil society policy debates (for
instance, it has been adopted as a key document for training of
senior |AS officers, designed jointly by the Indian Institute of
Management, Ahmedabad, and Harvard).

Thus, we see that the Bank has numerous means of creating and
generating knowledge, which it then uses to justify and push policies
of globalisation, privatisation and liberaisation in every part of the
economy.

Unfortunately, the knowledge created by the Bank has several
serious flaws. The process of generating this knowledge is
exclusionary: it excludes common people, it excludes their traditional
expertise and knowledge. The knowledge is created mostly by highly
paid, often internationa, consultants, who have little knowledge of
local conditions. The knowledge creation is mostly directed towards
arriving at a pre-determined set of policies - the LPG package. Most
importantly, this knowledge creation is often selective, in that
information, evidence or experiences that do not support these pre-
determined outcomes are ignored. All this makes the policy influence
of the Bank’s knowledge activities a serious cause for concern.

In the next few sections, we shall ook at some specific examples
from the water sector of knowledge creation and use by the Bank to
illustrate these flaws.

Q
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Three

Water Sector Review 1998
A. Creating Knowledge to Push Policies

TILL THE EARLY 1990s, World Bank lending to India for the water
sector was essentially project lending - that is, it gave money for
specific infrastructure projects. These included various Water Supply
and Sewerage projects in Punjab, UP, Maharashtra, Gujarat, and
hydropower and irrigation projects like Upper Indravati, Koyna, Sardar
Sarovar, Subernerekha, Periyar-Vaigai, Mahanadi, Godavari Barrage
etc.

Even during this time, there was an attempt to influence policy.
For example, describing the “Rationale for Bank Involvement in the
Sardar Sarovar (Narmada) Project”, the World Bank’ s Staff Appraisal
Report3 in 1985 stated:*°

This project represents one of the best opportunities to
achieve the Bank’s objectives of setting standards for the
modernisation of the Indian Irrigation Sector.

In the 1990s, after the liberalisation, privatisation and globalisation
of the economy in 1991, this role of the World Bank became more
direct. The Bank’ slending to India swater sector changed from project
lending to sector lending. One reason for thiswas that project specific
lending was easy to critique and target, and the Bank faced huge
opposition on specific projects like the Narmada project. However,
the main reason was that the sector lending provided more opportunities
to directly influence sectoral policies with the help of stringent
conditionalities accompanying the loans.

Thus, the mid-1990s saw a series of Water Resources
Consolidation loansin stateslike Orissa, Tamil Nadu, Haryana, which




essentially were focussed on creating Water Users Associations for
irrigation projects, and devolving onto them the responsibility to collect
revenue and maintain the system. This was a part of the agenda of
cutting down therole of the state and shifting water systems towards
acommercial operation.

The Consolidation loans were followed by the Water Sector
Restructuring loans in other states like U.P., Rgjasthan, M.P.

These Restructuring loans were specifically aimed at the
transformation (or ‘reform’, as it is euphemistically called) of the
sector to market based and commercia operations, with centrality
given to private sector participation. This is not surprising, as the
World Bank and IMF were aggressively pushing every sector of the
economy in thisdirection since 1991. However, the water sector was
among the last of the sectors to see large-scale and comprehensive
reforms.

The process to aggressively bring in LPG policies into the water
sector was initiated around the mid-1990s with a key knowledge
activity. Around this time, the World Bank began a comprehensive
and wide-ranging review of India's water sector - caled the India
Water Resources Management Sector Review. (We shall refer to this
as the Water Sector Review 1998 for brevity). This review is a
remarkable demonstration of the use of knowledge to influence policy
and we shall focus on this process in detail.

India Water Resources Management Sector Review

The Water Sector Review was a* sector-wide program undertaken
in partnership between the Government of India and the World Bank,
also with contributions from the Governments of U.K., Denmark and
the Netherlands.”*! The purpose was “collectively assessing and
establishing a Reform Agenda and Action plan for India’'s Water
Sector.”4?
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The Review wasinitiated in 1996 when a series of missionsvisited
India. Subsequently, a World Bank team, with inputs from the
Government of India and many consultants, finalised five specialist
reports, dealing with

(1) Intersectoral Water Allocation, Planning and Management

(2) Groundwater Regulation and Management

(3) Irrigation

(4 Rura Water Supply and Sanitation

(5) Urban Water Supply and Sanitation

A sixth report, synthesising all the above was also prepared. These
were first published as World Bank reports in 1998.

While the process was called a * partnership” effort of the World
Bank and Government of India, in redlity, it was an initiative of the
World Bank, and controlled by it. As the Synthesis Report points
out:*

The review was commenced and sustained under the
leadership of: Heinz Vergin (Department Director), Robert Drysdale
(subsequent department Director) and Edwin Lim (IndiaCountry
Director); John Williamson (South AsiaChief Economist); Shawki
Bargouti (Division Chief), succeeded by Michael Baxter and
Ridwan Ali (Sector Managers- Rural Development) and Frannie
Humplick.

All the above were World Bank officials. The overall team leaders
for the mission and report preparation were a so from the World Bank.

This was clearly a part of the World Bank’s role as a Knowledge
Generator and Provider. It initiated, funded and coordinated amassive
effort to review the water sector and prepare ‘expert’ reports, all of
which were to lead to reforms and action plans to implement them.
These experts, which included World Bank staff, officials from
Government of Indiaand alarge number of consultants, pulled together
knowledge and information from all over the world to present and
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justify a program that was in essence a full blown commercialisation
and privatisation of the water sector.

Why the World Bank?
Writing his preface to one of the five reports, the then Additiona
Secretary, Ministry of Water Resources said:**

The present report represents the culmination of a joint
exercise undertaken by the World Bank and the Ministry of Water
Resources, Government of Indiain reviewing thewater resources
sector with a view to evolving policies, strategies and Action
Plan for its future devel opment and management.

Thevery first question is- what isthe World Bank doing in “evolving
policies, strategiesand Action Plan” for our country? Policy formulation
should be done by our people and peopl€e's representatives. If the
Government wants to partner anyone in the process, it should be the
people, not multilateral financial intitutions. Y et, the Government does
not seem to think it is doing anything wrong.

What Is the Need for New Policies?

Another important question that arises is why the need to revise
the water polices, that too so drastically? After all, the National Water
Policy had been adopted in 1987 after a lot of debate and discussion.*®
The World Bank had itself done a comprehensive review of the
Irrigation sector in 1991. So what was the need for a new process?

The answer given by the World Bank is very interesting.

The National Water Policy (NWP) [1987] and other
government policy statements... arebroadly intheright direction.
For the NWP, now ten years old, it would, nevertheless, be
appropriateto revisit thisdocument and updateit inthelinewith
further evolution of thinking in India and internationally.®
(Emphasis added)

And what is this new evolved international thinking? A footnote
explains this as “ Refer, for example, to the World Bank Water Policy
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Paper 1993.” Thus, the Bank argues for revising the Water Policy on
the basis of “new” national and internationa thinking - which turns
out to be nothing other than the Bank’ s own thinking. In other words,
what the Bank is effectively saying isthat “our thinking has changed,
and so India must change its policies accordingly”.

Does the Bank have reasons for why its thinking has changed?
The Water Sector Review 1998 tries to present knowledge, research
and international experience to justify this shift. But this process has
many serious flaws. We look at the following examples from the
Water Sector Review 1998 to understand these.

B.Tradable Water Rights

One of the far reaching recommendations made by the World
Bank in the Water Sector Review 1998 is the introduction of tradable
water rights or water entitlements. Theideaisthis- that all (or at least
some) people have a defined water entitlement. There is also a
developed market of such entitlements, in which these can be sold or
bartered. The economic logic isthat thistrading will ensure that water
isallocated to the highest value user - thus ensuring efficiency of use.
The World Bank is pushing this as an easy way (that is, where political
resistance will be least) of inter-sectoral alocations.

The Water Sector Resources Strategy of the World Bank, adopted
in 2003, states*’

....thoserequiring additional resources (such ascities) will be
...able to meet their needs by acquiring the rights of those who
are using water for low-value purposes.

....there are strong incentives for those using water for low-
value purposes to voluntarily give up their rights, making
reallocation politically attractive and practical.

The Water Sector Review 1998’ sreport on Intersectoral Allocation
makes this approach even more clear, giving an example of Chennai.

Water Sector Review 1998 /21



It says:*®

Asin all parts of the world, the value of water for irrigated
foodcrops is a fraction of the value for urban and domestic
purposes. Rough cal culations suggest that the value of water in
irrigation in Tamil Nadu islessthan Rs. 0.5/ cubic meter. Even if
Metrowater [Water Supply Company for Chennai] could pay
several times this amount, it could obtain additional water....

The potential for voluntary inter-sectoral transfer of water to
urban users from irrigation provide a promising low cost
aternative...

Thus, the Bank argues that in a water market, the farmer would
find it more profitable to sell his share of water to the city (or an
industry, or a golf course) than to grow crops.

Of course, the World Bank does agree that “some see this as an
unhealthy commodification of apublic good”,*° yet, it is pushing this
idea 5

To justify this policy, the Bank presented the experience of other
parts of the World as a part of the 1998 Review. One of the key
examples was that of Chile.

The report says:>!

Intermsof practise, formal, managed water markets have come
into use in a number of countries (e.g. Chile, USA, Australia.)
These experiences show that markets offer a practical, tested
aternative for the voluntary reallocation of water.

The Chilean experience, where such a system of tradable water

rights has been established in 1981, is described in detail. This says
that substantial economic gains were produced.®?

The report argues for putting in place a regime of tradable water
rights in India, emphasising the example of Chile where “regulated
water markets, based on an explicit water rights system, exist and
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have reportedly proven to be effective as a means of alocating water
resources to their most productive use...”%?

Y et, al thisleaves some questions unanswered. Any such system,
where market is the arbitrator, normally benefits the rich at the cost
of the poor. In India, this would be a big concern. From the Bank’s
description of the Chilean experience as well as the way it is used at
severa placesto justify this tradable water rights system, one would
think that there have been no adverse impacts of the model. The only
negative element among all the detailed descriptions of the Chilean
experience at severa places is just one line. This line states “There
were some instances of high financial but low economic gains to
society from some inter-sectoral trading”.%*

Thus, in line with its Knowledge provider role, the Bank bringsin
this international experience and knowledge to advocate and justify
the tradable water rights policy. By itself, there is nothing wrong in
this, till we discover that serious negative experiences about the Chile
model have been concealed and ignored in drawing the above
recommendations.

As mentioned earlier, the Report on Intersectoral Allocations does
not mention any negative element in the Chile model. However, we
find a completely different angle to the Chile experience in a totally
different report in the series.® The Report on Groundwater says:>®

According to somereports, theestablishment of tradablewater
rights in Chile has encouraged efficient agricultural use and
increased agricultural productivity per unit of water... Recent
reportsindicate, however, that the model encountered problems
as well as successes.... Although benefits have accrued,
significant negative impacts have been felt by farmersunfamiliar
with legal processes or lacking the money to participatein markets
for water (the poor). Significant conflicts have also emerged
between different groups of users, and many social and
environmental externalities have yet to be addressed....
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The Irrigation Report, another in the series, says®’

The main disadvantage, or risk, of the new system is
monopolisation of water rights. A couple of power companies
and asingleindividual have been accused of accumulating some
70% of all water rightsin Chile.

Thus, the Report which deals with inter-sectoral allocations and
which advocates tradable waters rights as an important mechanismis
totally silent on any negative impacts of the model, which the Bank is
aware of. The Bank could argue that the negative impacts have not
been concealed but have been given in another report in the same
series. However, thisis not good enough. It isimportant for both, the
negative and positive impacts to be given at the point where the Chile
experience is being used as an example to recommend a particular
model.

We should keep in mind that the five reports have been prepared
separately by separate teams and would often be read in isolation and
not necessarily as a whole set. Clearly then, the team that prepared
the Inter-sectoral Allocation report - the report that recommendstrading
in water entitlements, and the report most relevant to thisissue - has
ignored the serious negative impacts of trading in water rights in
Chile. Is this because with the inclusion of the negative impacts, the
justification of the same policy in India would be very difficult?

C. Justifying PSP in Urban Water Supply

The Water Sector Review 1998 makes a strong push for
privatisation, or Private Sector Participation (PSP) in the water sector,
especially urban water sector. The report on Urban Water Supply
(UWSS report) recommends a strategy with three key elements:>®

B Demoacratic decentralisation - allowing municipalities to make
the choices for water supply
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B Commercialisation of urban water supply providers and
private sector participation

B Market oriented financial systems

It also states that “tariff rationalisation” - setting tariffs to ensure
full cost recovery, is a prerequisite.

The Bank has relied upon knowledge of international experiences
to justify these policies. However, an examination of this knowledge
shows significant parts of it are presented in misleading ways, or
important information is ignored, or conclusions have been reached
prematurely.

A major criticism against privatisation has been that it harms the
poor the most, and this is the issue that the UWSS Report is at pains
to defend.

It says:

Itisimportant to dispel the misconception that PSP will affect
the poor adversely.... Experience with recent concessions such
as in Buenos Aires and Manila illustrate that, with efficiency
improvements, better coverage of quality affordable servicescan
be achieved (See Box 3.4)...%°

Box 3.4 in the report, titled “Private participation and the poor:
International Experience’ gives several cases of privatisation of urban
water supply, showing how it results in tariffs decreasing, coverage
increasing, service quality improving. The cases given include Metro
Manila, Buenos Aires, Puerto Rico, Chile, Guinea, Trinidad and Tobago.
Almost every one of these projects has faced serious problems, or
subsequently collapsed, mainly due to problems of high tariffs, or
failure to meet contractual obligations.

We look at some of the key claimed benefits of privatisation and
the supporting international experience as presented in Box 3.4 and
show how the claims of the World Bank in Box 3.4 are mideading,
ignore conflicting information, or draw conclusions prematurely from
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untested projects. We look at the cliams separately for the three claimed
benefits of privatisation - decrease in tariffs, increase in service
coverage and improvement in quality.

It isimportant to keep in mind that the Bank’s report was written
in 1998. So first we indicate information that was aready availablein
1998 and compare it with the Bank’s claims. We then also draw upon
subsequent events. We place the original Box 3.4 below to show the
kind of claims the Bank has made.

Box 3.4
Private participation and the poor: International experience

Tariffs: The efficiency gains from
private sector participation often result
in tariff decreases. For example, in
Buenos Aires, tariffs were reduced by
17% following privatization. In Manila,
the price reduction was around 50%
for half the city, and 75% for the other
half. In some cases where existing
tariffs levels are below cost of efficient
service providers, private participation
need not result in tariff increases to
the poor. Generally the efficiency gains
of PSP are enough to counter tariff
increase, enable subsidies to be
reduced and service quality increased.
In Puerto Rico, pre-existing implicit
government subsidies were made
explicit, and continued once the UNSS
provider was in private hands. In Chile,
a direct government subsidy is paid to
poor households.

Coverage: Since many poor areas
do not have piped services currently,
system coverage is even more
important than tariff levels. In the first
three years of the Buenos Aires
concession, water service coverage
was increased by 9%, and sanitation
coverage by 6%. In Manila, the

concessionaires are required to
provide universal water service
coverage, and a seven-fold increase
in sanitation coverage, by the end of
the 25 year concession period. In
Guinea, the number of water supply
connections was doubled in the 7 years
following private participation. Service
quality. Poor water quality leads to
sickness. Unreliable supply increases
the coping costs experienced by
disadvantaged groups. Private
management and finance can reduce
these problems. In Puerto Rico, the
private operator is required to comply
with tough US environmental and
drinking water quality standards, and
is liable for large fines in case of
default. In Trinidad and Tobago, the
operator is paid a bonus for increasing
the number of households with at least
a 12 hour daily supply. Since private
participation, Buenos Aires no longer
suffers from water shortages in the
summer months. In Manila, the
concessionaires are required to comply
with drinking water standards from the
outset, and by 2000 to provide
uninterrupted 24-hour service
throughout the city.

*Reproduced from World Bank(1999f): ‘Urban Water Supply and Sanitation’,
World Bank, Washington D.C. and Allied Publishers Limited, Mumbai.(Page 36)
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Comments on Claims in Box 3.4: International Experience

Claim of Box 3.4

Comment

Efficiency gains from private participation reduce tariff

1. Buenos Aires -17%
reduction after privatisation.

2. Manila - 50% reduction for
half the city and 75% for the
other.

The Bank did not tell us that prices were
hiked before privatisation by the
government in February 1991 by 25%, then
again in April 1991 by 29%. In April 1992 a
goods and services tax was added to water
supply bills, which was set at 18%. This
was further increased by 8% a few months
before privatisation. These increases
allowed the company to offer 27%
“manufactured reduction” in costs to
consumers within a few months of
privatisation. In reality, the prices went up
by 20%_60,61

Tariffs kept increasing even after this.

Contract was finalised in 1997. Just before
privatisation, in August 1996, the water
tariffs in Manila increased by 38%.52

So the real reduction was lesser. Still, the
tariffs bid by the private companies were
significantly lower than the existing tariffs.
But soon after signing the contracts, the
tariffs started rising sharply.

By 2003, tariffs had gone up by about 500%.
In the West zone from 4.96 Ph Peso per
cubic meter in 1997 to 24 PhP, and in the
East Zone from 2.32 PhP in 1997 to 14 PhP.
(Pre-privatisation rate was 8.78 PhP)®

The Bank’s conclusion that tariffs were
lowered due to privatisation in Manila was
highly premature. The Bank was drawing
conclusions from untested experiences as
the project had barely started operation
when the Bank report was prepared.

In 2002, one of the two private contractors
asked for a 100% tariff increase and when
this was refused, it gave a notice of
termination of contract in December 2002.54
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Claim of Box 3.4

Comment

3. Puerto Rico - Pre-
privatisation subsidies were
continued.

Need to continue subsidies indicates that
efficiency gains - if any - were not enough to
lower tariffs.

Privatisation leads to increased service coverage

4. Buenos Aires - Water
supply coverage up by 9% in
first three years.

5. Manila - Private operators are
required to provide universal water
service coverage by end of 25 year
period.

The private company was reluctant to invest
in expansion to the poorer areas. Ultimately,
a universal service surcharge was added on
to all the consumers to finance these
extensions. Over and above that, the
materials for the extension were provided
by the municipality, the labour by the
community and company provided
essentially the technical input. The service
extension is a success “despite, not
because of, the involvement of the private
sector.”s®

Moreover, the cost increases being borne
disproportionately by the poor households,
the non-payment for water and sanitation
services reached around 30% with service
cut-offs becoming increasingly common.%®

A requirement imposed by the contract on
the private service provider was already
being cited by the Bank as proof that
privatisation can provide better coverage,
without even waiting to see whether it could
and would be implemented. It should be
recollected that the Manila contract was
finalised in 1997, just the time that this
Bank Review of India’s Water Sector was
being completed.

25 years for full service coverage is also
not a very laudable target.

From 1997 to 2001 the population
connected increased from 67% to 70%, still
below the private operators target'’s for
2001, i.e. 77% for the east zone and 87%
for the west zone.5”
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Claim of Box 3.4

Comment

6. Guinea - Water supply
connections doubled in 7 years
of private participation.

Connection charges remain prohibitive for
majority of the poor households.®®

All this shows that the Bank jumped rather
hastily to the conclusion that private sector
can provide increased coverage.

The water supply connections did rise from
16,500 to 33,500 in 7 years of privatisation.
However, the water prices went up 750% -
with citizens paying more than the people of
Paris, Milan and London, and 10,000
connections (a third of the total) were
disconnected for non-payment.

So the connections increased, but a large
number of these were “inactive”! ®°

Private management and finance can reduce the problems of poor
water quality and unreliability of supply.

7. Puerto Rico - In Puerto
Rico, the private operator is
required to comply with tough
US drinking water standards.

In August 1999, the office of the Comptroller
of Puerto Rico brought out a report severely
criticising the services provided by the
private water supplier, namely Professional
Services Group (PSG), a Vivendi
subsidiary.

In May 2001, another report came out which
charged PSG with 3,181 deficiencies. The
US Environmental Protection Agency (EPA)
slapped a US$ 6.2 million fine on Puerto
Rico Aqueduct and Sewer Authority
(PRASA), operated by the private company,
for non-compliance with the US law. 7°

To top it all the operational deficit of PRASA
jumped threefold to US$ 685 million. Vivendi
had to go in May 2001, but replaced by
Ondeo Suez. Soon, the company asked for
additional US$ 93 m, and in two years, the
company was asked to go due to serious
deficiencies in performance.™
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Claim of Box 3.4 Comment

10. Manila - Private suppliers Even in 2003, the services in many parts of
required to comply with drinking  the city were poor with:"?

water standards and by 2000,
provide 24 hour supply
throughout the city.

= weak water pressure

= water supply for a few hours in the day

= families having to wake up at midnight
or dawn to store water since supply
was not reliable and continuous,

especially in populated and elevated
areas

= heavily silted water
Water quality also remains a problem.”

Thisisthereality of the “international experiences’ that have been
presented to paint a rosy picture of the benefits of privatisation and
justify privatisation of urban water supply in India

Interestingly, the example of Buenos Aires was used to justify
privatisation in Manila. Then Manila and Buenos Aires, aong with
Guinea, Trinidad, Puerto Rico and others were used to justify
privatisation in India by the Water Sector Review in 1998. Even in
1998, there was a host of critical information about these projects
that the Bank chose to ignore. In case like Manila, the project had
barely begun operating at the time of the Review, but the Bank wasin
a hurry to conclude about the great benefits it offered.

In the years following the review, amost each of these projects
collapsed, and the private players exited - Trinidad in 1999, Manila
(West) in 2002, Puerto Rico in 2003, Buenos Aires in 2005. Thus,
even the limited benefits that had come from the privatisation in these
cities, benefits that had come often at the cost of sharply increasing
tariffs, were not sustainable.

What happens when a particular course of action is justified on
the basis of certain ‘facts’, which later on prove to be quite the
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Jumping to Premature Conclusions
Case of Orissa Power Sector Reforms as a Model for Irrigation Reforms

The World Bank’s Water Sector Re-
view 1998 suggests sweeping reforms
in the irrigation sector, and says that
“Power sector reforms in states such
as Orissa contain many of the features
ultimately desirable in irrigation.” (World
Bank 1999d: Page 42) Giving details, the
World Bank says:

Orissa, asapioneer among the States
in India, is restructuring and substan-
tially privatising its power sector. The
government’s ultimate objective is to
withdraw from the power sector... and
initiate competitive privately managed
utilities to take over the operations...

This sector reform model should be
seen by theirrigation sector asacom-
prehensive one, demonstrating a
method for achieving sectoral restruc-
turing, corporatisation, commerci-
alisation, privatisation, competition,
tariff rationalisation and autonomous
regulation. Theseactivitiesall directly
pertain to the future of irrigation sec-
tor reforms in India. (World Bank

1999d: Page 89-90)

The Orissa power sector reforms
were initiated in 1996 with the World
Bank loan of $350 million. Key part of
the reforms was privatisation. Three out
of four distribution companies were
handed over to BSES and one was
handed to an American company AES.
AES also got the controlling interest in
the generation company OPGC.

Recollecting that the World Bank’s
water sector review was written in
1997, it is obvious that the process of

power reforms had just begun in Orissa
when the water sector review already
presented it as a desirable model for the
irrigation sector. Rather hastily, as sub-
sequent events show.

Just within a few years it was clear
that the Orissa model of power sector
reforms had failed miserably and with
disastrous consequences. In May 2001,
the government of Orissa appointed a
committee headed by Mr. Sovan
Kanungo to comprehensively review the
power sector reforms.

The Kanungo Committee Report
points out that no benefits have resulted
even after spending billions of rupees
and 5 years. T&D losses, expected to
come down to 21%, remained at 45%
even after five years, bill collection effi-
ciency dropped from 84% to 77%, the
loan burden on Orissa government
owned central transmission company
GRIDCO increased from Rs 820 crores
to Rs 3300 crores, i.e. four times, elec-
tricity tariffs increased sharply at the
rate of 15% per year for several years,
but the power sector continued to make
losses of about Rs. 400 crores per year.
The Private companies neither brought
in additional capital nor made adequate
provisions for working capital require-
ments as promised to the government.

Interestingly, huge expenses of Rs.
300 crores had been incurred as pay-
ments to foreign consultants for the re-
forms program.

The World Bank had suggested the
Orissa example as a model for the irri-
gation sector to follow!

*(Kanungo committee details from India Power Sector Reforms Update Issue |11 _
May 2002 published by Prayas, Pune http://www.prayaspune.org/energy/
31_India_Reform_Update_May02.pdf Accessed on 20 Dec 2007)

Water Sector Review 1998 /31




contrary? Clearly, the need is to review the course of action. But the
Bank has not revisited its recommendations. So what has it done?

First of al, thereisan inferred or indirect admission that the Bank
was wrong in its push for privatisation. There is talk about how too
much was expected of privatisation - so thefailureis of expectations,
not of the private sector. Of course, the Bank conveniently forgets
that these expectations were raised by its own claims made on behal f
of privatisation.

In a presentation during the release of the World Bank’s India
Water Sector Strategy in New Delhi in August 2004, John Briscoe,
then Senior Water Advisor to the Bank talked about the “ naive view of
therole of the private sector” - that the private sector would take care
d infrastrutuei nestmaté In an interview to the International
Consortium of Investigative Journalists, Keshav Varma, Senior Water
Supply officia for the World Bank in Asia said that “dissatisfaction
with privatisation was caused only by high expectations’.”

Thisistantamount to rubbing salt into the wounds. First, the Bank
pushes a particular strategy. This results in not just lost time and
opportunity, saddles countries with huge debts, but also causes great
traumaand misery, with hundreds of thousands of people affected by
high tariffs and disconnections. Then, the Bank says, “May be we
were a bit wrong there”. And then continues to promote the same
policies of privatisation and corporate control and profits, may be
with a somewhat changed rhetoric or language. Privatisation is now
replaced by the Public Private Partnerships, which in reality means
that the risks and costs are borne by the public and the profits go to
the Private. And again, we have ahost of knowledge products, tomes
of consultancy reports, heaps of international experience to justify
this new panaceal

a
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Fowr

The Case of PPIAF

Engineering Consensus on Privatisation by Hiding
Inconvenient Facts

THE PPIAF - Public Private I nfrastructure Advisory Facility has been

set up with the express purpose of promoting privatisation in
infrastructure. The PPIAF describes itself thus:’®

The Public-Private Infrastructure Advisory Facility (PPIAF)

is a multidonor technical assistance facility aimed at helping

devel oping countries improve the quality of their infrastructure

through private sector involvement. ... PPIAF pursuesitsmission

through channeling technical assistance to governments in

developing countries on strategies and measures to tap the full

potential of privateinvolvementininfrastructureand identifying,

disseminating, and promoting best practices on matters related

to privateinvolvement ininfrastructure in devel oping countries.

In other words, it isfully dedicated to production and dissemination
of knowledge to promote privatisation. The PPIAF is managed by the
World Bank.

The PPIAF categorises its support into several different Types.
Among these categoriesis avery interesting category of assistance -
‘Consensus Building'. The rationale behind this seems to be clear.
There is huge opposition to privatisation of infrastructure, especialy
water. PPIAF aims to diffuse the opposition and create agreement on
privatisation as part of the effort to fulfil its mandate. Describing this
category, PPIAF says.’’

Consensus Building
Sector reforms that expand the role of the private sector ...

can bring broad benefits to society. But without the
understanding, cooperation, and commitment of a range of




stakeholders-consumers, service providers, government officials,

politicians, trade unions, nongovernmental organizations, and

domestic and foreign investors-change will not be possible,

whatever thelong-term benefits. To engage these groups, PPIAF

has supported consensus building activities ranging from

workshops and seminars to study tours and public awareness
campaigns.

On 24 November 1999, the PPIAF approved a Consensus Building

grant of US$ 55,000 to Indiafor “ Private Involvement in Water Supply

and Sanitation”.”®

Certainly, it is important to strive to build a consensus, but can
one have a consensus building process with a pre-desired, pre-
determined outcome? Can one get “understanding, cooperation, and
commitment of arange of stakeholders’ when one has already decided
the conclusion, a conclusion about which one knows that many
stakeholders are highly apprehensive?

Unfortunately, PPIAF' s Consensus Building Projects in generd,
and the Indiaone in particular, are doing precisely this. The reason is
simple - PPIAF s mandate clearly means that the desired end result
has to be Private Sector Participation in infrastructure. The India
project was precisely so titled.

So how does one build a consensus on an approach whose benefits
are hotly disputed? The answer seems to lie in the selective use of
knowledge.

With the PPIAF grant, and a co-financing of US$ 56,000, the
Ministry of Urban Affairs, Govt. of Indiaand the World Bank organised
a Seminar on Private Sector Participation In Water And Sanitation on
February 7-8, 2000. The objectives of the Seminar were clear:”®

... to seek waysin which the private sector could participate

with the public sector in bringing an end to this crisis in water
supply and sanitation.
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Further,

More than 200 delegates from Centre, States, municipal
authorities, private sector and bilateral & multilateral agencies
attended the seminar to discuss presentations on theinternational
and Indian experience on the use of private sector to assistinthe
financing and managing of water supply and sanitation
investments.

Nearly 40 experts of international agencies/private operators
attended the seminar.

In fact, out of the total 134 participants, 44 were from state
governments and municipalities, 27 from central government, 41
international and 22 from the World Bank. Almost like “Each One
Teach One’!

The program showed that over half the presentations were made
by the private water industry and the World Bank. More importantly,
the only experiences presented seem to be the positive ones. The
Conclusions provided to us by MoUD say:

The private sector experience which hasalready beentriedin
Latin America, Africa and the Philippines was discussed during
the seminar. The success storiesin Argentinaand Chilein Latin
America; Senegal and Coted’ lvoirein Africaand in Manilawere
discussed during the seminar.

Note that only the “success stories” seem to have been presented.
Even by the year 2000, when the seminar was held, there were many
serious issues with privatization of water supply and sanitation. In
Argentinaitself, the privatization of water supply in Tucuman province
in 1998 collapsed when Aguas del Aconquija, controlled by France's
Vivendi, abandoned its concession contract due to legal wrangling
over different interpretations of the contract, and public protests over
tariff hikes. Problems had begun in Manila. Trinidad had refused to
renew the privatisation contracts after 1999 due to unsatisfactory
performance. Several contracts in Malaysia were terminated in 1996
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and 1997 due to poor services by the private contractors. In 1998,
Pune had attempted to implement privatisation of its water supply (a
Rs. 740 crore project) but this had to be cancelled due to lack of
political support. Yet, none of these case studies seem to have been
discussed.®®

Moreover, many serious questions were being raised around that
time about the impacts of privatisation on tariffs, on the poor, about
the actual performance of the private sector in terms of efficiency,
delivery and in general the approach of privatisation in water supply
sector was being fundamentally challenged. None of the groups or
people raising such issues seem to have been called for this Seminar.

In other words, examples, experiences or people that raised any
doubts, any issues about the desirability of privatisation in the water
supply sector were left out of the meeting. Only the rosy picture
seems to have been presented.

Not surprisingly, the seminar reached consensus about the need
to introduce privatisation in water supply. Its Conclusions state:

The seminar concluded that there are many private sector
participation options and that each city and each State will have
to select the one that is best suited.

The seminar consensus is that regional workshops should
now be organized in cities or States to encourage private
participation for better efficiency and service quality.

This is clearly a case of engineering consensus towards a pre-
determined conclusion by concealing inconvenient facts, of Knowledge
carefully selected to fit the desired agenda.

a
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Five

Undisclosed Study Justifies Large Dams

A LITTLE BACKGROUND would be necessary to understand this
example.

Falling Support to Big Dams

The 1980s and 1990s saw the growth of alarge number of intense
struggles against large damsall over theworld. Many of these struggles
came together to form powerful and extensive transnational alliances.
The World Bank, as the largest single financier of large dams, was a
primetarget of these movements. The World Bank came under severe
pressure and itslending for large damsfell sharply. Whereasthe World
Bank financed 3.5% of dams constructed in the 1970s, this fell to
less than 1% in the 1990s.8! Dam building globally also saw a
downward trend. According to one estimate, the average number of
dams built per year in the main dam building countries dropped from
ahigh of 443 during 1975-1990 to 300 after 1990.82

Alarmed by this, the Bank, along with the International Union for
Conservation of Nature (IUCN), initiated the World Commission on
Dams (WCD) in 1998 to review the devel opment effectiveness of the
large dams. The WCD report (released October 2000) was a strong
indictment of large dams and upheld many of the issues being raised
by those challenging large dams.

Fearful that this could further impact the construction of large
dams, there was strong reaction to the WCD report from several
Governments, especially those countries with significant large dams
program. The World Bank too did not accept the report. According to
the Bank, these Governments were concerned about “the reduction




(prior to the WCD) in World Bank support of dams'® and were
afraid that this would further fall in wake of the Report. So these
countries started pushing for renewed World Bank support for large
dams.

The Bank itself was possibly not averse to this, considering that
its support for large dams had declined only due to pressure. However,
the Bank did need to provide some justification for any renewed and
increased assistance, especialy in view of the report of the WCD.
Here again, Knowledge Creation was one of the important means
used by the Bank.

Knowledge Creation to Counter WCD

A part of the Action Plan initiated by the Bank asafollow up to the
World Commission on Dams (WCD) was the commissioning of studies
of four dam projectsin theworld under the name of “Multiplier Effects
of Large Dams’. The justification given was that the WCD itself
recognised that “A simple accounting for the direct benefits provided
by large dams... often fails to capture the full set of social benefits
associated with these services. It also missesaset of ancillary benefits
and indirect economic (or multiplier) benefits of dams project”.

The topic chosen - to show that total impact of dams was much
bigger than the visible, direct impact, and the dams chosen - dams
which have a larger than life image, clearly indicated that the effort
was to ensure that dams came out looking good. Thiswasto try and
offset at least to some extent the damage done by the WCD findings
to theimage of dams. Clearly, Knowledge Creation was to be used as
atool to counteract the WCD report - itself a product of painstaking
work of several years of knowledge seeking and creation.

By itself, this is not objectionable. But what is interesting is how
the Bank went about creating this knowledge.
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The Bhakra Dam Study

One of the dams selected was Bhakra Nangal project built in the
1950s in the north Indian states of Himachal Pradesh, Punjab and
Haryana. The Project includes a 550 feet high dam on the river Sutluj
at Bhakra, abarrage at Nangal, left bank and right bank power houses
and an extensive canal network.

The Bhakra Nanga project has become a legend in India. It is
credited, variously, with solving India s food problem, making India
self-sufficient in foodgrains production, making Punjab and Haryana
highly prosperous and surplus states and so on. Interestingly, there
were no studies that tried to put estimates in place of the general
assertions for the project’s claimed benefits, nor were there any
assessments of the social, environmental and other costs of the project.
The contribution of the Bhakra project was assumed to be self-evident.
Such is the image of the project in the Indian psyche - Jawaharlal
Nehru, India s first Prime Minister had called it the secular temple of
modern India - that people unquestioningly accepted al the claims
made for the project.

In India, when an important political figure has to fight a crucial
election - an election that he or she cannot afford to lose - then a
‘safe’ constituency is selected. If the Bank was looking for a ‘ safe
project to study - it could not have chosen a better project in India. If
it waslooking for abig dam project wherethere was greatest assurance
that the findings would be positive for dams, this was probably the
project.8

The selection of the project to be studied itself isthe first problem
in this process of Knowledge Creation. The selection itself was made
with aview to ensure a particular result.

Not surprisingly, the results of the Bhakra study, carried out by
Ramesh Bhatia and Ravinder Malik extolled the great benefits from
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the project. This study was then used by the Bank in India as a
justification to go in for more dam building.

In 2005, the Bank’s New Delhi office brought out an extensive
study on “ Strategic Issuesin India’ s Water Sector” which later came
to be known by a somewhat more catchy name “India’s Water
Economy: Bracing for a Turbulent Future”. Among other things, this
report called for a dramatic increase in building large dams in the
country. It said that there is®®

A need for large investments in water storage... major
investments need to be made to i ncrease capacity to store water,
in both surface and groundwater reservoirs, in projects small
(suchaslocal rainwater harvesting) and big (such aslargedams).

But how to justify more large dams against the background of the
serious issues raised by many including the WCD report? This is
where the Bhakra study has been used as a key argument.

First of al, the Bank argues that the benefits of dams have been
underestimated.

The report (Turbulent Future) enumerates the benefits of large
dams (irrigation, hydropower, industrial growth etc.) and says that
“important as these direct effects are, they tell only part of the story
of the impact of major infrastructure” .8 The direct impacts result in
many indirect benefits like “increased output of some agricultura
commodities encourages setting up of food processing (sugar

factories, oil mills, rice mills, bakeries) and other industria units.”

The Bhakra Study is now used as evidence of the large indirect
benefits..

A recent, major study by Ramesh Bhatiaand Ravinder Malik
has[made] an... assessment of theimpact of the BhakraDam....
The study found that the direct benefits were higher than
anticipated when the dam was built and that the dam did, indeed,
serve to transform this region of India. For every 100 rupees of
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direct benefits, Bhakra generated 90 rupees of indirect benefits
for the regional economy and ripples well beyond the region.®

The issue of the inequitable distribution of the benefits of large
dams is another particularly important one.

The Bank says that though amajor criticism of large damsiis that
they benefit the relatively better-off landowning households and non-
land-holding and poor households are left out, there is evidence that
“revedls a quite different reality”.

This evidence is again provided by the Bhakra study - which the
Bank calls a“sophisticated analyses’. The Banks says that this study:

... showsthat the rural poor have benefited hugely from the
project. (And this analysis, being confined to the regional
economy, does not include the benefitsfor the very poor and on
seasonal migrants from Bihar, or the urban poor who benefited
from lower food prices.)

..shows that it was the indirect effects which had the major
impact on urban areas (and therefore on urban poverty
reduction).8®

In general, the Bank concludes by saying that:

... therecord is overwhelmingly clear - investmentsin water
infrastructure in India have resulted in massive reductions in
poverty, and it is actually the poor and landless who have been
the biggest beneficiaries.

Large part of this conclusion is based on the BhatiasMalik study
of the Bhakra dam.

Thus, the BhatiaMalik study of the Bhakradam isakey Knowledge
item produced by the Bank to show that large dams bring massive
benefits and that the poor are the biggest beneficiaries. The World
Bank has then used this to argue for and justify a big increase in
building large dams in the country.
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Study Remains Undisclosed

It isinteresting, then, that a study which is key to so many of the
Bank’s conclusions and arguments, is still not in the public domain!
The study has not yet been published, and preliminary publications of
the study available in public domain merely give the findings, not the
detailed methodology, data and assumptions. The Bank wants everyone
to take the findings of the study as a matter of faith.

The report “Turbulent Future” was brought out in June 2005.8°
The BhatiazMalik Bhakra study had not been published as of the time
these lines are being written - August 2007, that is, a full two years
after the Bank had been making many claims based on it, and using it
widely to justify more large dams. Peers, public, policy makers all
have had to take these claims on face val ue as they have not been able
to examine the data, assumptions and methods used by the study.*°

Producing and using knowledge to justify and push big dams -
but not allowing anyone to examine this knowledge; is this not
tantamount to saying “Big Dams are Good, Because | Say So?’ %!

a
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Sw

The Brain on the Plane

International Consultants Writing Public Policies and
Strategies

“ Traditionally, the [World] bank thought that the important

knowledge was * the brain on the plane’: the bank officer or

consultant who flew into a country to give locals the benefit
of their superior expertise” .

James Wolfensohn

then President of the World Bank
At the 2003 Knowledge Forum organised by the Bank

“EIGHT YEARSAGO, the bank thought it didn’t have alot to learn
from poor people, from indigenous people” continues Mr.
Wolfensohn's confession.®? Unfortunately, things have not changed
much. Highly paid Bank staff and exorbitantly priced consultants -
especialy international consultants - seem to be the key creators of
Bank’s knowledge. And local people - poor, indigenous, or otherwise
- remain conspicuous by their absence.

Consultants are being used by the Bank at every stage of its
knowledge creation exercise. When we asked the World Bank’s New
Ddhi office for a list of consultants involved in the anaytical and
advisory activities (AAA), we were told that:*3

Consultants are hired by several teams for AAA and other
tasks and may run into hundreds.




Clearly, there are so many of them that even the Bank does not
bother keeping a centralised listing.

There are three important stages where consultants are being used.

Thefirstisat the AAA level, where consultants are being called in
mainly to prepare sector level assessments, address key policy issues
or carry out broad thematic level work. Examples would include the
1998 Water Sector Review or the 2005 “ Strategic Issues in India's
Water Sector” (later called “India’s Water Economy: Bracing for a
Turbulent Future™.)

The next stage is preparatory work for specific projects. Examples
include the ‘Delhi Water Supply and Sewerage Project - Project
Preparation’ study by Price Waterhouse Coopers carried out in 2004.
The last stage is when consultants are engaged to carry out specific
tasks as a part of implementation of various projects. But thisis often
the least important stage as the key policy decisions have already
been made at the earlier two stages, and at this stage mostly the work
on actualisation is to be carried out.

Let us see how consultants are writing public policies with an
example from Madhya Pradesh.

MP Water Sector Restructuring Project

In 2004, the World Bank sanctioned aloan of US$ 396 million for
aproject called Madhya Pradesh Water Sector Restructuring Project
(WSRP). As the name suggests, the project is aimed at a full scale
transformation of the water sector in the state. This transformation
effects sweeping policy changes in the water sector in M.P. in line
with the Bank’s larger policies of Liberalisation, Privatisation and
Globalisation. The Bank’s Water Sector Review in 1998 had already
laid the grounds for this kind of transformation.

The WSRP has very interesting roots. They illustrate not only
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how the Bank and consultants operate to create knowledge, but also
how the Bank works in close coordination with other agencies like
the Asian Development Bank (ADB).

In 2001, the ADB sanctioned a Technical Assistance grant (TA) of
half amillion dollarsto the Government of Madhya Pradesh to prepare
an Integrated Water Resources Management Strategy. This amount
of US$ 500,000 was actualy a grant from the British Government
(through DFID) to the GoM P routed through and administered by the
ADB. The contract to prepare this Strategy went to Halcrow, aBritish
consultant. So the first achievement of the TA was that British ‘aid’
money went back to support a British company, fairly typical of World
Bank and ADB projects.®

ADB decided to coordinate this TA with the World Bank which
had just initiated preparatory work on its Water Sector Restructuring
Project for the state. As per the ADB, “The WB defined the scope of
its project preparatory studies in coordination with the work plan of
the TA in early 2002....Intensive coordination was maintained with
the WB so that the TA output could be effectively fed into WSRP.”*
In other words, the TA effectively became a part of the process to
prepare the World Bank [oan.

ThisTA illustrates the process of creating ‘knowledge' or ‘analysis
to push a pre-determined policy package.

The TA consultants were given very clear indication by the ADB
of what kind of output ‘strategy’ was expected of them. The ADB’s
Project document for the TA, in describing the rationale for the project,
talks about the need for structural and institutional changes and asserts
that “ADB’s water policy will provide effective guidance to these
processes.” ADB Water Policy, Water for All had been released in
2001, and virtually mirrored the approach of the World Bank. Since
ADB’s water policy talks essentially about privatisation and
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commercialisation of the water sector, the direction expected for the
final water management strategy was clear.

Nor was ADB disappointed. As ADB’ s Project Completion Report
for the TA states.®®

The TA delivered all envisaged outputs..... These outputs
weredefined broadly, but comprehensively and consistently with
ADB’sWater Policy...

TheTA analyses....followedthe approach promotedin ADB’ s
Water Palicy...

Theseoutputsprovided abasisfor the ... reformsand priority
investments, which are now being implemented under the WSRP
that was approved in 2004.

The WSRP - with measures like full cost recovery, elimination of
subsidies, retrenchment, tariff increases, creation of awater regulatory
commission to determinetariffs and privatisation of irrigation projects
- isset to convert the water sector into amarket with full commercial
operation.

Who Creates the Knowledge
The TA put the entire process of developing the integrated water
management strategy in the hands of consultants, led by Halcrow.

It might be good to pause and ask a question here - why do we
need a British consultant who does not know the language, the people,
and the land to develop the water resources management plan? We
have many organisations and individuasin India, in Madhya Pradesh
with the expertise and experience, and with the knowledge of local
situation as an added advantage. The choice of a British consultant is
typical of the ‘brain on aplane’ approach. The Halcrow team was led
by an “international water resources management speciaist” livingin
Geneva.
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Foreign consultants are also valued more than Indian counterparts
- acontinuation of the fetish for the ‘brain on a plane’. International
consultants were to be paid roughly US$ 21000 per month while
Indian counterparts were to be paid about US$ 4700.%” The selection
and recruitment of the key consultants was to be done not by GoMP
but by the ADB “in accordance with ADB’ s Guidelines on the Use of
Consultants and other arrangements on the engagement of domestic
consultants satisfactory to ADB."%8

A more important issueis why should the development of such an
important strategy be left only to consultants, whether foreign or
Indian? A water management strategy for astate where overwhelming
proportion of the population depends on agriculture should emerge
out of a process of debate and discussion with mass participation.

The Farce of Participation

The TA called for active engagement of stakeholders, organisation
of three stakeholder workshops and several meetings in various river
basins. However, at best, the nature of this engagement made the
involvement of the stakeholders superficia as they were to merely
comment on the drafts prepared by the consultants.

The experience of these‘ consultations’ showsit’ sfarcical nature.

Asper the TA agreement, the consultants had to prepare an inception
report

which is the document containing the consultant’s

understanding on the development context of the State and

various issues ....such as detailed methodology to execute the
TA®

The consultants then had to

arrange a workshop to discuss the inception report so asto
consolidate more elaborately the terms of reference.
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The Contract with the consultants had been signed on 2 May
2002, the work started by them on 23 May 2002 and the inception
report had been submitted on 16" July 2002 and was sent to various
line departments for their comments on 18" July 2002. The workshop
to discuss it was held on 23 July 2002. Thus, only 4 days were
given to the various departments to study areport that was critical to
finalise the methodology and other issues.

In the workshop, 7 out of the total 38 participants were NGOs,
mostly from Bhopal, the state capital; two were journalists, and rest
were Government officials (19), consultant staff (9) and one World
Bank representative. However, even for the officials present it was
not ahappy experience. A note by the Chief Engineer, Water Resource
Department on the Workshop states:1%°

The presentation of the Inception Report by M/s Halcrow,
consulting firm was limited....As the presentation was
inconsistent with the objectives, it could not fetch participant’s
interest on many issues...

Some of the Chief Engineers of the department were also
present in the Workshop but since they didn’t have the copy of
the draft inception report with them in advance, they were not
prepared for expected input. Similar was the case with NGOs...

Itisexperienced that thetime givento go through theinception
report was inadequate for the line departments.

In other words, the consultation had been carried mostly as a
ritual.

This author (Shripad Dharmadhikary) had an even more strange
personal experience with the consultations carried out under the TA.

In December 2002, this author received a letter from Halcrow
informing him that the GoMP and ADB had asked it to form a
“consultative body drawn from civil society to work with Government
asit beginsto shift” its approach of managing the water sector under
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the above mentioned TA. Hewas aso informed that he/ his organisation
wasincludedina‘long list’ of potentia participants. He was asked if
he was interested in the process, and was to respond within a few
days.10?

The letter to the author was dated 28 Nov. 2002, and was received
on 5" December. If interested he was asked to respond to several
queries and the response was to be received by Halcrow by 6"
December!

Interestingly, the letter said that:

At the express wish of Government and the ADB, this
invitationisnot limited to ‘friendly interests' . Onthecontrary we
havebeen specifically asked toinclude some of the Government’s
more active and vocal criticsin thisexciting and timely initiative.
Accordingly, for those of who (sic) consider yourselvestobe‘in
the other camp’, please do make it clear in your response why
your dissent isimportant.

This author sent in the responses to the queries and expressed
interest to be a part of the process, but aso raised the issue of the
short notice; he also asked a few questions of his own about the
process. This set off a series of exchanges, with the person from
Halcrow starting with a highly condescending, patronising letter that
could barely hide his disgust and didike for the critics. Halcrow's
response to the short notice was also interesting:1°2

Finally, | note your point about the late despatch of thel etter
of invitation. Thiswasintentional, any respondent with existing
expertise and opinions would be able to respond instantly, to
allow alonger response time would render a potentially useful
initiative little more than abandwagon for anyone that took time
to bone up on the jargon and buzzwords.

This author was ultimately called for the meeting, but again with
such a short notice that he could not attend. He requested Halcrow to
keep him informed, but he never heard again from them - about what
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transpired at the meeting and whether any consultative committee
was ever set up.

Another person, representing Jal Biradari, a loose network of
groups working on water related issues in the state, was also invited
and could attend as he is based in Bhopal. He reports about the
meeting:103

A meeting was organised by Halcrow Water at Nur-us-Saba,
aposh hotel of Bhopal to present and discussthereport prepared
by Halcrow entitled “Madhya Pradesh Integrated Water
Resources Management Strategy ADB TA 3715-IND. Volume 2:
Integrated Water Sector Profiles.” They invited meto participate
init, asan associate of Jalbiradari, Madhya Pradesh.

When asked for the document for some preparation, they
gave me a copy of the document of 102 pages typed in 8pt font
just a couple of days before the meeting. It was not possible to
go through the entire document full of technical details and
analysisin such ashort period.

Most of the participants were representatives from Govt.
Departments and from ADB.

Representatives of a few NGOs, including me, were also
invited, but hardly any NGO, other than that of mine, had water/
irrigation in their agenda.

Entire proceeding was in English that too was not audible
properly dueto defective sound system. Since most of the NGO
reps. were not comfortable in English, they failed to understand
the proceedings.

Not asingle NGO was given timeto expressits views.

There was nothing as discussion, simply one sided
presentation by the organisers. It seemed that the sole motive of
the organisers was to show that they have invited the NGOsfor
participation and have had their views.

No body did ever get back to me after that meeting.

Even the Fina Report seems to have comments only from the
Government and ADB, as per ADB’s Project Completion Report.*%4
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The key input into the whole TA process, outside of Government,

ADB and consultants seems to be “useful lessons from a range of

ongoing interventions .... assessed and presented through a
participatory survey undertaken by locally engaged non-government

organizations, covering the perceptions of the poor .....”. Documents
obtained by Manthan under the RTI indicate that these NGOs were
actually engaged as paid consultants for carrying out the surveys.

This TA is typical of what happens. Critica policies, plans and
strategies are being written by heavily paid consultants. The desired
outcomeisalready indicated, and it isno surprise that these consultants
come up with plans that incorporate the privatisation and
commercialisation package. Communities, local knowledge and loca
expertise are ignored - as is any knowledge that goes against the
desired outcomes, what Halcrow calls “the other camp”. At best,
there is superficial engagement.

Madhya Pradesh is not an isolated case. Water sector restructuring
programs, water management strategiesin large number of cases are
being drawn up by consultants - mostly foreign - in many states
supported by the World Bank, ADB and bi-lateral funding agencies.
The Delhi water reforms package was prepared in 2004 by Price
Waterhouse Coopers (PWC) with World Bank funding. PWC also
prepared the Position Paper on Water as a part of Infrastructure
Development Action Plan for Chhattisgarh, and it also prepared the
draft bill for the water reforms Act for Delhi. Castaliais preparing the
plans for privatisation of Mumbai’s water supply under the name of
Water Distribution Improvement Project. Bangalore BOT water supply
project was prepared by WS Atkins. The Scoping study for Orissa
Water Resources was done by Scott Wilson Kirkpatrick & Co. Limited.
The Water Sector Review of 1998 by the World Bank involved many
consultants. These are only some examples from the water sector
out of the hundreds of consultanciesbeing used by the Bank to ‘ create’
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knowledge. As seen in the TA in Madhya Pradesh local knowledge
and expertise is left out of the whole process.

How Are the Consultants Selected?

All thisraises the question - are these consultants sel ected because
they have some superior expertise on the issue at hand? Or are there
other considerations?

One consideration is clearly the ability - or readiness - to produce
knowledge that will be in consonance with, justify and promote a
predetermined set of policy prescriptions.

The country from where the funds to support the project originate
seems to be another important criteria for the selection of the
consultants! Take the Water Sector Review carried out by the World
Bank in 1998. One of the key consultantsfor the Ground Water Report
of the Review was a Dutch consultant. The Report was partly
supported by the Roya Netherlands Embassy. The Rural Water Supply
Report of the Review was partly supported by the Government of
Denmark (through DANIDA -Danish International Development
Assistance) and some of the key consultants were Danish. Funding
for the consultants for the Urban Water Supply Report of the Review
came from the British Government (DFID) and the Netherlands
Government. Not surprisingly, London Economics, UK was one of
the mgjor consulting organisations involved in the preparation of the
report with four consultants in the team, while another consultant
came from the Netherlands.1%®

It is an open secret that the assistance given by ‘aid’ agencies of
several countries often flows back to them via consultancies and
other contracts generated under the projects.

A study by the World Development Movement, London has
painstakingly put together evidence to show that:1

Under the guise of what iscalled ‘ technical assistance’ DFID
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isusing aid money to pay range of largely UK - based consultancy
firms to prepare the ground for privatisation of water and
sanitation in developing countries.

And what is the record of these agencies?

A look at the projects and programs where these consultants have
been involved either in design, management or in advisory capacities
shows that many of these have failed or have been facing tremendous
public opposition. For example, Halcrow has been involved in the
privatisation of water supply in LaPaz and El Alto in Boliva, projects
which have collapsed.1%” It has also been involved in water privatisation
projects in Ghana and South Africa which are now facing strong
public opposition. The Bangalore BOT project designed by WS Atkins
has been shelved. The Samut Prakarn Wastewater Management
Project, Thailand where it had been involved both, in planning and
management is one of the most disastrous examples of the failure of
a development project. Castalia has been involved in the water
privatisation projects in Trinidad and Tobago and Metro Manila. In
the former, privatisation was terminated by Government, while the
|atter is one of the most glaring examples of the failure of a showcase
project. Castalia called the privatisation of water supply of Conakry in
Guinea, designed by it as a success.'®® This is a project where the
unaccounted for water went up from pre-project 40% to 47% after
the project was implemented, the water prices went up 750% - with
citizens paying more than the cities of Paris and Milan, and 10,000
connections (athird of thetotal) were disconnected for non-payment!

This list gives only some examples and is by no means
comprehensive. If one considers that there has been extensive failure
across the world of water privatisation projects and reforms leading
to commercialisation,’®® and the fact that almost al of these have
been designed by such highly paid international consultants, then one
can imagine what the complete record of these consultants is really
like
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How PriceWater houseCoopers (PWC) got the
contract in Delhi to preparethe Water Reforms
Package for Delhi

Delhi Jal Board (DJB) approached
World Bank for a water sector
loan in 1998.

World Bank suggests hiring a
consultant, who would tell DJB
what to do.

The Bank offered 2.5 million dollar
(Rs. 12 crore) loan to DJB for
hiring the consultant.

DJB invited Eols, 35 consultants
applied, 6 of them were short
listed. PWC was ranked 10th

PWC was brought up from 10th to
6th position, by treating it as an
Indian company under Bank
issued guidelines.

Technical and financial proposals
were invited from the six short
listed companies.

When the technical proposals
were evaluated by the committee
as per World Bank criteria, PWC
scored less than 75%, and again
failed. Only Deloitte of USA and
TAHAL of Israel got more than
75% marks.

The results were sent to the
World Bank for “no objection”, but
the Bank was not satisfied.

The Bank directed DJB to change
the criteria and sub-criteria of
evaluation and do a re-evaluation.

B DJB shocked, passed a resolution

to request World Bank to
reconsider its position. But the
Bank refused.

The Bank “suggested” to DJB to
reject all bids, return all the
proposals and call for fresh
proposals. DJB had to comply.

Fresh bids were invited. A new
Evaluation Committee was
formed. The new committee
was careful this time. At every
step, they obtained Bank’s
approval.

The Bank interfered in the
formation of the Committee. The
composition, structure and
procedures were all laid down
in great detail by the Bank.

However, PWC again failed to
get pass marks. The Bank was
again dissatisfied. It called for
the detailed scores given by
each member of the committee.

The Bank demanded that scores
given by one of the evaluators
Mr. RK Jain, be dropped
because they were at
considerable variance with the
evaluations made by other
evaluators.

DJB was “requested” to recast
the scores accordingly.

DJB obliged and PWC came out
the winner.

*Prepared by Manthan based on information from Parivartan, New Delhi.
Based by Parivartan on Official Documents Obtained under Right to Information
Act. See alsoParivartan’s website - www.parivartan.com
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In sum, one of the key means used by the Bank to create knowledge
is highly paid international and national consultants. The knowledge
produced by these consultants is - not surprisingly - in coherence
with the Bank policies, and it justifies and promotes a predetermined
set of policy prescriptions - mostly those of commercialisation and
privatisation. In this process, all other forms of expertise, knowledge,
local and traditiona understanding are ignored. Even after al this, the
projects and programs emerging from these show a high degree of
failure, and face tremendous opposition from the common people.
Y et, the Bank keeps going back to these consultants because it is an
assured - and probably the only - way of creating knowledge that will
support its agenda.

a
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Sevew

An Overall Critique

Bank researchers have also done extremely visible work on
globalization, on aid effectiveness, and on growth and
poverty. ... But the panel had substantial criticisms of the
way that this research was used to proselytize on behalf of
Bank policy, often without taking a balanced view of the
evidence, and without expressing appropriate skepticism.
Internal research that was favorable to Bank positions was
given great prominence, and unfavorable research ignored.
Abhijit Banerjeeet al
An Evaluation of World Bank Research, 1998 - 2005

THE EXAMPLES discussed earlier are not merely anecdotal. Rather,
they are typical of the way knowledge is produced and used by the
Bank.

An Independent Evaluation

The Senior Vice President and Chief Economist of the World Bank
requested an independent evaluation of all research activities carried
out by the World Bank between 1998 and 2005. The evaluation was
carried out by a panel consisting of Angus Deaton (Chair), Princeton
University; Kenneth Rogoff, Harvard University; Abhijit Banerjee,
M.I.T.; and Nora Lustig, Director of the Poverty Group at UNDP.
The Pand in turn took assistance of ateam of highly quaified experts.**
Thisindependent evaluation, published in September 2006 shows that
the issues our examples have highlighted are not rare or infrequent
occurrences.




The Evaluation had substantia praise for the Bank’s research, but
it also has very serious criticism. Some of the important points made
by it include!!

Much of what we read was of very high quality, was directed
toward issues that are of great importance to the Bank, and was
executed to the highest standards of the profession. ... Its
research has had a major effect on the way that development
issues are discussed by practitioners, policymakers, and
academics.

At the same time, we found a number of deficiencies.

A small fraction of prominent Bank research is technically
flawed and in some cases strong policy positions have been
supported by such (non) evidence.....and the panel believesthat,
in some cases, the Bank prosel ytized selected new work in major
policy speeches and publications, without appropriate caveats
onitsreliability.

There is remarkably little work co-authored by non-Bank
researchers from developing countries.

Onecriticismthat was made repeatedly isthat researchtended
to jump to policy conclusions that were not well-supported by
the evidence.

These are seriousissuesindeed. Equally important are the extensive
criticisms of specific studies that have had great influence on
developmenta policy and thinking and it is worthwhile to look at
them in more detail.

... the evaluators and the panel were less concerned with
flawsinthelower level and non-influential work than with flaws
insomeof the higher profile papers, including some of thosethat
were praised on grounds of widespread influence and relevance
to the Bank’ s mission.

Globalization, aid, and poverty
All of thiswork [of the Bank on gloablisation, aid and poverty]
hashad an enormousinfluenceon theintellectual debates about
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globalization and poverty reduction and, to many around the
world, it is seen as defining the World Bank’ s position on these
issues, aswell as establishing the Bank’ sintellectual leadership
in the globalization debate.

....however, we seeaseriousfailurein the checksand balances
within the system that has led to Bank to repeatedly trumpet
these early empirical resultswithout recognizing their fragileand
tentative nature. Aswe shall argue, much of thisline of research
appears to have such deep flaws that, at present, the results
cannot beregarded asremotely reliable, much as one might want
tobelievetheresults. Thereisadeeper problem herethan simply
awrong assessment of provocative new research results. The
problemisthat in major Bank policy speeches and publications,
it proselytized the new work without appropriate caveats on its
reliability. Unfortunately, asonereadstheresearch morecarefully,
and as new results come in, it is becoming clear that the Bank
seriously over-reached in prematurely putting its globalization,
aid and poverty publications on apedestal. Nor hasit corrected
itself to this day.

Similar issues with other influential studies related to growth and
poverty, pensions, infrastructure etc. also discussed. L ater, referring
to these examples, the Evaluation calls this the area with

...the most widespread and troubling issues. Enormous
problems can occur when not-very-robust research results are
sold as irrefutable truths to the countries in the form of policy
advice, technical assistanceor as part of the conditionality of the
lending programs.... Even when the underlying researchisvalid,
the Bank’s desire to get out a message through external
communications can givetheimpression of crisp black and white
results, with too many important nuances | ost.1*?

It should be kept in mind that all the above isin the context of the
Bank’ sresearch (as against the economic, sectoral and thematic work,
the country level assessments, project preparation studies etc.). Given
that research is subjected to more rigorous reviews than the other
analytical work, we should find that these problems would be even
more widespread in the latter case. Moreover, these other Knowledge
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products are used more directly for policy advise and justification,
and we find all the problems - selective use, not-very-robust results
being sold as irrefutable truths, and jumping to (pre-desired)
conclusions not warranted by the evidence.

Animportant evidence of thiswith direct relevance to Indiacomes
from an internal memo of the Bank. This memo, from the Senior
Water Adviser based in New Delhi, dated December 11, 2001, talking
about the Bank’s knowledge work in the water sector, is self-
explanatory:113

THE BANK’SROLE IN KNOWLEDGE: The Bank hasdonea
lot of sector work onwater in India, including, inrecent years, the
largest single piece of sector work inthe Bank. [Thisreferstothe
Water Sector Review 1998] Thiswork, together with WBI work,
has helped raise awareness of the water resource challengesin
Indiaand in some cases has hel ped to move the focus of debate
towards important reform issues and new approaches. But the
analyticwork hashad seriousflaws. A firstimportant shortcoming
isthat there has been little critical assessment of the Bank’ sown
(considerable) role. TheBank’ sroleis(conveniently) not analysed
in any depth, but rather, “new approaches’ are proclaimed as
solutions (and past shortcomings not assessed). Inpartitisalso
because there have been few systematic data collected in Bank
projects. Despitethis massive sector work, and despite aspecific
recommendation from QAG on this 18 months ago, there is still
no short, coherent statement of the Bank’s strategy for water
resources management in India.

Legitimacy and Dominance of Bank’s Knowledge

The Bank was strongly pushing for privatisation of the water supply
all through the 1990s. In September 2004, John Briscoe, Senior Water
Adviser, made a presentation on behal f of the Bank to the International
Water Association’s World Congress at Marrakech. Among other
things, lamenting the lack of adequate investment in water
infrastructure in the previous decade, he said that “The last decade
has been alost decade [partly] due to the naive view that the private
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sector will take care of the infrastructure” .4

This may be a rare occasion when the Bank admits it, but it is
certainly not thefirst timethat policies pushed by the Bank have led to
tremendous turmoil, trauma, deprivation and displacement for millions
in the world, only for it to be realised later that the policies were
wrong and years or decades have been lost.

The 1980s saw the imposition of structural adjustment policies by
the WB-IMF combine on many countries. These harsh measures, led
primarily by severe cutbacksin public expenditures had huge adverse
impacts on people and devel opment. This period is now widely called
the ‘lost decade’ in development literature.

In 1997, many countries in Asia saw the sudden flight of foreign
capital bringing down the economies - what is cdled the Asian financial
crisis. This flight (and the excessive vulnerabilities of these

“And then we realised that it was a mistake....”

I sabel Guerrero, then newly appointed India Country Head of the World Bank,
in an interview to Sankarshan Thakur, Tehelka, October 13, 2007

“Well, probably we sometimes get
accused for well-deserved
reasons.... There has been some
truth in the past to allegations. We did
push privatisation. | was myself part
of the team that went to the former
Soviet Union, post-collapse, and we
all said privatisation is a very good
way out. And then we realised that it
was a mistake. First of all because
there were no institutions in the post-
collapse Soviet Union and we did not
realise the importance of
institutions..... Right before | left
Mexico, | wrote a paper saying exactly
that: privatisation of the early 1990s,

31007PRIVATISATION.asp

Sour ce - http://www.tehelka.com/story_|

probably supported by the World Bank,
resulted in a few people becoming very
rich, getting too much. And they hurt.

“l was part of these missions
where we really believed that
structural adjustment loans were
good. We imposed conditionalities and
disbursed loans and liberalisation
went underway. It took maybe 12
reviews for the Bank to realise that
conditionalities were not really
working....We did a lot of soul-
searching on this, and then about four
years ago, it started to get accepted
that conditionalities do not work.”

main34.asp?filename=Bul
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economies) was a direct result of the financial liberalisation pushed
by the IMF, the World Bank and others.**> Another half adecadelost,
at least.

A decade lost here, a decade lost there, trauma for millions - yet,
the policy advice of the World Bank, and the knowledge on which
this policy advice is based, till holds sway. Why? And how?

What are the factorsthat account for the legitimacy and dominance
of the Bank’s knowledge and analysis even after the glaring evidence
from spectacular failures and many smaller ones?

Clearly, the financial muscle of the Bank is a crucial factor. As a
lead operation officer in the European and central Asiaregion said:*'6

The Bank’s ability to convene people derives significantly
from the money it can lend. Money makes it possible to act on
knowledge, ... The combination of money and knowledge is
powerful and flexible. Some client regions and countries would
not be able to undertake certain projects without loans from the
Bank. For others - South Koreaand Chilefor example - accessto
theWorld Bank’ sknow-how ismuch moreimportant than access
toitsmoney.

In many countries, implementation of projects and programs is
not possible without the money that the Bank would bring in. The
Bank’s financial muscle is not limited to the money that it itself
distributes. There is strong interlinking and coordination between the
world's multilateral and bilateral donor agencies and the sources of
private capital. Thus, World Bank’ s lending often opens the doors for
the rest, and an indication of exclusion by the Bank can turn off the
tap from the other sources too.

Moreover, the huge interests of global capital, big businesses and
MNCs are strongly linked to the Bank’s lending and knowledge
dealings. Lending by the Bank generates contracts and consultancies
worth billions of dollars every year for them. Not only that, the kind
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of projects and programs that the Bank promotes on the basis of its
knowledge and analysis generates orders worth many times more.
The Bank is proud to advertise this connection to corporate profits -
literally. In 1995, when the Bank’s own funding came under severe
attack as activists lobbied the US Government to cut funding to the
Bank, the Bank issued a series of advertisements in the New Y ork
Times and Washington Post. A sample pitch from one such ad:*t’

TheWorld Bank isjust what issaysitis- abank that invests
intheworld. ... it helpsdevel oping countries becometomorrow’s
markets.....

Just ask McDermott International Inc of New Orleans...
Thanks to a smart World Bank investment in Africa five years
ago, McDermott brought home a$255 million contract for offshore
oil and gas construction...

Developing countries now purchase almost $200 billion in
US exports, creating 4 million American jobs....

Over 40 years, many of those countries have become new
markets.

No wonder, global capital and corporate lobbies have a strong
interest in supporting the kind of policies, projects and programs that
the Bank promotes, and the knowledge that is produced and used to
justify these.

All this makes it possible for the Bank to force its knowledge, its
diagnoses and its prescription on client countries. Of coursg, it is
often achicken and egg situation. The Bank’ s prescription itself consists
of high cogt, highly capital intensive programs, necessitating access
to Bank’s capital.

The question then is - can such countries create their own
knowledge, and solutions that will not require them to queue up to the
Bank and other lenders/donors? Breaking the Bank’s hegemony on
knowledge is among the biggest challenges for many countries
including India.
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Part of the reason for the dominance and hegemony of the Bank’s
knowledge is the vast networks it has created for generating and
disseminating knowledge. These networks can potentially not only
bring legitimacy to Bank’s knowledge but help internalise it in many
nations' own knowledge production systems. As Michael Goldman,
in hisincisive study of the Bank as a knowledge producer says:*'8

The Bank must deploy professionals around the world to
help mainstream Bank-style development into government
agendas, investment portfolios, civil-society activities and the
global political economy. Bank staff cannot do the job alone or
by relying solely on the Bank’sfinancial muscle...

Oneof the Bank’ sgreatest accomplishments has been to make
itsworldview, itsdevel opmental framework, and its data setsthe
ones that people around to world choose above others.

The Bank’s knowledge producing processes and networks draw
in people from research institutions, academia, professionals, NGOs
and bureaucracy in many countries, helping it penetrate national
knowledge production systems. A related phenomenon hereisthe so-
called ‘revolving door’. Inthis, amiddle or high ranking bureaucrat is
offered deputation or short / medium term assignment with the World
Bank. These assignments are hugely lucrative - paying many times
more than the bureaucrat’s job - and also hold out the possibilities of
longer term jobs and hefty pensions. The problem with this is that
often, these very bureaucrats deal with the World Bank in their official
capacities - before or after such assignments. This raises the very
important question of potential conflict of interest, and whether such
bureaucrats would be able to resist any suggestions and policy advise
from the Bank even if it was not beneficia for the country.

For those who are a part of the Bank’s developmental networks,
or part of the revolving doors, generating knowledge that goes against
the grain of the Bank’s thinking is not likely to be very profitable. On
the contrary, it is likely to jeopardise future possibilities of lucrative
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consultancies or postings.

In avery interesting article, Robin Broad, professor at the School
of International Service at American University, describes six
mechanisms by which the World Bank performs a “paradigm-
maintenance” role, privileging work that ‘resonates’ with the Bank’s
thinking and dis-incentivising work that does not. While Broad istalking
about the Bank’s internal mechanisms, one of the mechanisms that
applies more broadly is!®

...the Bank’ sgenerous pay scale and benefits ... Thisiswhat
aformer Bank economist terms “the golden handcuffs’. While
the Bank claimsthese are necessary to attract the best staff, what
they actually do islimit dissent by increasing the “opportunity
costs” of any dissidence.

Challenges

The Bank’ s own knowledge production processes and its extensive
knowledge networks - closely entwined with corporate interests -
have spun a golden web, if not put golden handcuffs, around many
people and ingtitutions engaged in knowledge production in countries
like India. Knowledge produced by this elite section has been accorded
legitimacy to the exclusion of other forms of knowledge. This
knowledge is being used to justify the policies of Liberalisation,
Privatisation and Globalisation in amost every sector of the economy,
transforming natural resources of the country into marketable
commodities with intent to boost corporate profits.

One of the key functions of this knowledge has been to create the
TINA myth - ThereIsNo Alternative. No alternative to these policies,
no alternative to the knowledge created by the Bank.

Yet, we have seen that this knowledge - and the process of its
production - is highly flawed. Not surprisingly, this has resulted in
lost decades, or terrible, catastrophic system failures like the Asian
financial crisis. Yet, it is naive to believe that the Bank will be even the
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slightest perturbed by all this, for there are strong interests behind
this process.

Therefore, it isachalenge for the citizens of this country to break
the hegemony of the Bank on knowledge production, to liberate the
process from the control of the elite.

To do that, the first thing is to realise that the Bank is only one of
the players. It may be the most visible face, but the entire nexus
includes corporate, business, bureaucratic interests. Today, the lines
between research ingtitutes, academia, think tanks, governments and
corporate profit interests are getting blurred, whether it is the latest
Indo-US Knowledge I nitiative on Agriculture or the more conventiona
consultancies in water sector.

The second important thing isto democratise not only the creation
of knowledge but also the process of determining its objectives.

In a somewhat amusing email, a senior world bank official
associated with the proposed privatisation of the water supply in the
K-East ward in Mumbai, writes thus to the CEO of Castalia, the
consultants who are preparing the privatisation plan under a PPIAF
grant, in reference to the communication plan:12°

The draft plan avoids any direct consultation and
communication with consumers - it focuses on ‘influencers’ like
politicians, NGOs and media. It isabsolutely essential that there
beformsof direct communication with consumersthrough street
corner meetings, formal consultations, aspace... for consumers
tointeract directly with project authorities etc. Depending entirely
on influencers can be a gamble - the influencers can also be
influenced by othersaswe saw in Delhi. [Reference hereistothe
protests against Delhi water privatisation.]

The Bank wants to communicate directly with the consumers to
avoid protests, but it does not feel the same need when designing the
project, defining the objectives - in general when creating knowledge.
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During this process, the Bank is content with “influencers’ for it
wants to control the process.

The challenge for citizens is to involve meaningfully the common
people - farmers, labourers, women, small businesses etc. - in the
process of analysis, determination of objectives, creation of knowledge
and generation of solutions, and make it into a palitical force. When
we make this suggestion, we do not want to romanticise ‘local and
traditional knowledge'. We need to understand its strengths as well as
limitations. We aso need to do the same for ‘expert’ knowledge.
Equally important, the process of knowledge creation needs to be
detached from the interests of excessive profits, and needs to be
reformed to address issues of common good, equity, justice,
environmenta sustainability.

Ultimately, it isabout controlling our devel opment process. Control
isthe key reason why the World Bank is placing so much importance
on being a Knowledge Bank. As the external Evaluation of the Bank’s
Research states:*?!

Asiswell known, thereisan on-going effort to reposition the
World Bank as the ‘ Knowledge Bank,” with lending operations
playing a reduced role, and the Bank playing a more important
role as a source of policy knowledge. In many ways this is
responding to the changing demand for the Bank’ s services. We
aready seethat anumber of middleincome countrieslike Mexico,
or even countries approaching middle income, like India, either
do not really need the Bank as a lender or are moving in that
direction.

TheBank is preparing for the future. Are concerned citizens doing
the same?

a
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surveys, reports - to justify the policies it is
recommending. This is the creation of the
‘intellectual” support for privatisation, commercia-
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On the ground, however, these policies of the
Bank have had terrible impacts, especially on the
marginal and the economically weaker sections of
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This raises serious concerns about the
knowledge produced by the Bank.

This study examines the World Bank's role as a
knowledge producer in context of the water sector
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producing machinery at the global level, and in
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