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The Root of All Evil

S. A. A. PINTO

IN its size, scope and varied manifestations, corrup-
tion in India has assumed surrealist proportions. Wit-
ness the Antulay affair and the installation of the
Bhajanlal ministry. The description “surrealist” may
be questioned on the ground that such events have
become so common and universal as to be regarded
as the natural order of things.

Mr. Nani Palkhivala has been distinguishing cor-
ruption here from that elsewhere by saying that in
India it has become an accepted way of life. Today,
it is more than that. In many walks of life, people
find that it is dangerous to be honest.

There have been many explanations and theories as
to how this appalling state of affairs came about, but
few have ben prepared to point a finger at the real
culprit. The truth is, that all that has been happen-
ing is the entirely predictable outcome of socialism,
its instrument, centralised planning, and the economic
system—if it can be called a system—that they have
spawned. : o

~ Let us first examine what planning has done to us.

Development expenditure is admittedly inflationary to
the extent of the time lag between investment in
assets and production of goods. Such inflation can
only be justified and mitigated by the value-added ele-
ment of the gross national product, ultimately result-
ing from the investment and its simultaneous distri-
bution as measured by the benefit accruing to the less
privileged members of society.

When, however, the expenditure exceeds the coun-
try’s own resources, i.e. income generated by the state
enterprises (including the railways) and that mobilised
by government loans, taxation of all kinds and sav-
ing schemes, and there is a resort to printing of new
currency (deficit financing), inflation is reinforced and
prolonged. The duration of that time lag itself makes
a qualitative difference.

When that investment is predominantly in capital-
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intensive heavy industry, the demand for funds
increases, and they need to be supplemented even fur-
ther from external borrowing and/or printing of new
currency. Secondly, the gestation being longer, the
delay in the arrival of the goods which would other-
wise absorb some of the inflationary pressure is fur-
ther extended, and the opportunity for preventing
the triggering off of the inflationary chain reaction is
lost.

Thirdly, and what is most important, by its very
definition capital-intensive heavy industry uses techno-
logy that is labour-saving. Hence, whatever increase
there is in employment potential continues to be out-
stripped by the rate of accretion to the labour forec.

As the increase in the supply and circulation of
money arose in our case out of investment in heavy
industry, which did not immediately increase the sup-
ply of goods, their prices had to shoot up. Vote-
sensitive politicians had to impose controls. As con-
trols cannot and did not reduce the shortages, the
rewards of evading the controls and indulging in black-
marketing became attractive, generating black money.

This made bribery a highly profitable investment
generating, in its turn, more black money. It called
for further controls, enforcement personnel, an ex-
panding machinery and bureaucracy for administra-
tion. Side by side, price maintenance and other sub-
sidies became politically unavoidable.

The tragedy is that planning failed even in its pri-
mary objective of promoting the basic industries in
the key sector and the consolidation of the industrial
infrastructure: power, transport, coal, steel and, until
it was recently decontrolled, cement have been in acute
short supply.

The problem has been further compounded by the
fact that, since controls were concentrated on the
prices of essential commodities, the manufacturers
were not left with sufficient margins to re-invest in
expansion (the black market benefited only the middle-
men). Therefore, private investment preferred the
manufacture of non-essentials where profits were
higher because there were no controls. For several
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