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S
o the country is in a mess, our

institutions stand tarnished in

the public eye, and the gov-

ernment faces a credibility crisis.

People are right to be both disillu-

sioned and worried about where mat-

ters are headed. The transition from

unreal optimism to cynical gloom in

just a few weeks is breathtaking. This

is a time for leadership, not vacil-

lation and hiding in corners.

What are the issues to be ad-

dressed? First is the quite incredible

paralysis of Parliament, with belief

in the efficacy of its functioning so

low that there is no discernible pub-

lic response to the loss of a whole

session; what kind of democracy do

we have that it does not matter if Par-

liament is non-functional? Second

is the growth of crony capitalism in-

to a national cancer that corrupts any

and everything in sight. The third

is linked to the second, namely the

shady sourcing of election funds

— which, in turn, has become a cov-

er story for unchecked loot on an un-

precedented scale. Fourth is the chaot-

ic style that has come to mark coali-

tion governments, whereby each

minister thinks he is a law unto him-

self. And fifth is the state of affairs

in the judiciary, with even the

Supreme Court and former chief jus-

tices coming under a cloud.

There is a second set of five trou-

bling issues. One is the steady ema-

ciation and co-option, if not down-

right subversion, of supposedly au-

tonomous institutions that could keep

the rich and powerful in check, like

the Central Bureau of Investigation,

the Lok Ayuktas, the Central Vigi-

lance Commission…; the result is

not only that the country’s rulers are

effectively above the law, but also

that they can invade the privacy of

private citizens through gross ac-

tions like telephone tapping. Two,

there is the suborning of the bu-

reaucracy, which now mostly com-

prises willing accomplices in the

shenanigans of political masters, and

which asserts itself only to corner

privileges for itself. Third is the de-

fence brass, whose reputation and

image have taken a severe knock af-

ter the Adarsh scandal, not to men-

tion the general assumption of its in-

volvement in corrupt purchase deals.

Fourth is the media, whose credi-

bility has reached its lowest point

ever, in the wake of paid news scan-

dals and now the Radia tapes which

show up some leading media per-

sonages as completely compromised

individuals. And last, there is the

growing feeling that the state’s ca-

pacity to deliver is fundamentally de-

ficient, at a time when the state is be-

ing asked to do ever more.

These 10 overlapping crises — 

involving politicians, civil servants,

judges, businessmen, armed service

officers, journalists and publishers

— have boiled over at the end of a

long process of deterioration in ef-

ficacy levels and standards of pro-

bity. It has reached the point where

business cannot go on as usual;

the system must be rescued because

it is at risk — many countries that

seemed on a rapid growth track have

been arrested in mid-stride by cor-

rosion from within, resulting in vi-

olent implosion. Think Indonesia.

But with such a daunting list of

challenges, you could be forgiven for

asking where one begins. In fact,

though, the task is not very difficult.

All that the prime minister and oth-

er leaders need to do is to tap the la-

tent desire for a change from today’s

dreadful situation. If they are seen

doing that, there will be a groundswell

of support that itself creates an en-

vironment which facilitates other

corrective action. The specific steps

are in themselves not difficult to de-

sign. If our leaders cannot or will not

take these steps, then they deserve

to go. The country deserves better.

Seize the Moment

T
he daily revelation of various

scams suggests rent-seeking

is alive in India. In fact, one of

the puzzles about economic

liberalisation was how it could

occur in a country, which, for nearly four

decades, had created an equilibrium

of rent-seeking interests which had mired

the economy in the dismal Hindu rate of

growth. Many observers saw little hope

of a seemingly dysfunctional Indian

democracy being able to deliver eco-

nomic liberalisation. In an important

book (Democratic Politics and Economic

Reform in India, Cambridge, 1999), Rob

Jenkins showed how the political play-

ers, particularly at the Centre, used both

a rearrangement of the previous spoils

system, and the various conflicts of

interest within the numerous rent-seek-

ers, to both institute and consolidate

economic reforms. In terms of my preda-

tory state model (The Hindu Equilibri-

um, Chp.13.2), the improved produc-

tivity of the economy resulting from eco-

nomic liberalisation provided larger

rents to the predators. They got an un-

changed share of a larger pie. It is these

new forms of rent-seeking which are the

source of all these scams. But this rais-

es its own puzzle, whereas the earlier

pre-1991 form of rent-seeking had led

to growth rates well below potential, the

new forms of rent-seeking have been

accompanied by phenomenal growth

rates. What explains these differences

in outcomes, and is this new corruption

likely to damage growth like the old?

To answer this question it is useful

to outline the sources of economic “rent”.

My UCLA colleague Armen Alchian pro-

vides a succinct discussion in The New

Palgrave Dictionary of Economics. Eco-

nomic “rent” is the payment for any re-

source “the supply of which is indestruc-

tible (maintainable for ever at no cost) and

non-augmentable, and hence invariant to

its price. In the jargon of economics,

the quantity of present and future supply

is completely inelastic with respect to price,

a situation graphically represented by a

vertical supply line in the usual “Mar-

shallian price-quantity graphs”. Land, dis-

tinguished by its location, provides one

such resource. As at all prices the sup-

ply is constant, a tax on land rents does

not affect any marginal decision by eco-

nomic agents, and hence does not af-

fect economic efficiency. It is (in econo-

mists’ jargon) a lump sum tax.

If in the future, the aggregate sup-

ply of such indestructible resources

can be increased in response to a high-

er price, even though the short-run sup-

ply is inelastic, there would be “quasi

rents” accruing to the resource. An im-

portant form of “quasi rents” is what Mar-

shall called “composite quasi-rent”. “When

two separately owned resources are so

specific to each other that the joint rent

exceeds the sum of what each would re-

ceive if not used together, then that joint

rent to the pair was called ‘composite

quasi-rent’.” This is important when the

“resources that have been made spe-

cific to each other in the sense that the

service value of each depends on the oth-

er’s presence, the joint value of composite

quasi-rent might become the object of at-

tempted expropriation by one of the par-

ties, especially by the one owning the re-

source with controllable flow of high al-

ternative use value”. Various institutional

and contractual arrangements can be de-

vised for the distribution of these “com-

posite quasi-rents”. As with pure eco-

nomic rent, given the short-run inelas-

ticity in the supply curve of at least the

specific resource which does not have “a

controllable flow of high alternative use-

value”, the “taxing” of this specific re-

source will not affect the efficiency of the

economy. The arrangement for the di-

vision of the “composite quasi- rents” will

represent a purely distributive outcome.

W
e can now see why the recent scams

have not affected the productivity of

the economy. Most of the scams involving

pure “economic rent”, as in the alloca-

tion of housing perpetrated by the armed

forces in the Adarsh scandal, have no ef-

ficiency consequences. Though these may

be social losses from the expenditures

by “rent-seekers” to acquire these rents

through political or administrative means.

Similarly, the scams involving the allo-

cation of the 2G spectrum, the various min-

ing-related scams and those involving

infrastructure projects like roads, all relate

to the distribution of “composite quasi-

rents”. These will again affect the distri-

bution of income but have no effect on the

productive efficiency of the economy. Again

with the proviso of the social losses involved

with the expenditure on “rent-seeking”.

There is a third category of rents: “mo-

nopoly rent”. These are created by artifi-

cial restrictions on other potential com-

petitors to favour some economic agents.

The Indian Licence-Permit Raj with its im-

port quotas, industrial licensing, price con-

trols, etc created these “monopoly rents”.

As the government intervention creat-

ing these rents affect the marginal deci-

sions of consumers and producers, they

lead to substantial efficiency losses, in ad-

dition to any of the deadweight losses

associated with the “rent-seeking”. They

are equivalent to the levying of distor-

tionary taxes-cum-subsidies, unlike the

lump sum taxation associated with vari-

ous forms of rent-seeking to obtain pure

“economic” or “composite quasi” rents.

Economic liberalisation in former high-

ly controlled economies like India (but

also China and Russia) reduces or elimi-

nates these monopoly rents. With the boost

given to economy-wide productivity by lib-

eralisation, the value of “economic” and

“composite quasi” rents will rise. This al-

lows the polity to substitute an even more

highly valued source of rents to compen-

sate the losers from the abolition of mo-

nopoly rents, but without any damage to

the productive efficiency of the econo-

my. This explains the paradox that post-

liberalisation rent-seeking has been ac-

companied by high growth rates in these

predatory states, and an increase in the

rents garnered, whilst the pre-liberalisa-

tion rent-seeking had led to growth rates

well below their potential.

There is, however, one continuing ma-

jor source of “monopoly rents”. This is the

colonial labour laws creating “monopoly

rents” for the small aristocracy of organ-

ised labour. By limiting entry and exit, and

artificially raising the price of India’s most

abundant resource, they have damaged

labour-intensive industrialisation in India.

This situation will be made worse by the

minimum wage and other purported labour

rights being implemented in the unorganised

sector. Much worse, the proposal to in-

troduce minimum wages in the rural em-

ployment guarantee scheme will remove

the main reason for the efficiency of this

poverty-redressing policy: self-targeting.

Though the immorality of rent-seeking as-

sociated with pure “economic” and “com-

posite quasi” rents may be reprehensi-

ble, it is less damaging to growth than

the continuing “monopoly rents” generat-

ed in the labour market.

W
hatever the circumstances, Rus-

sians have never lost their deep

love for literature. In fact, the

worst of times, the best of books as its

great 19th century literature stands tes-

timony to: Pushkin, Gogol, Dostoevsky,

Tolstoy, Turgenev, Chekov and a galaxy

of several others. And the same tradition

continued after the Revolution under the

excesses of collectivisation and the Great

purges of the 30s with writers like Gorky,

Anna Akhmatova, Osip Mandelstam,

Isaac Babel, Marina Tsvetava and Boris

Pasternak, whose persecutions were both

“brutal and exquisite”.

In Molotov’s Magic Lantern: A Jour-

ney into Russian History (Faber, Special

Indian Price `1,132), which is history-

cum-travelogue, Rachel Polonsky, a Cam-

bridge academician, asks whether “there

is a set of secret maps to be found among

a person’s books, a way through the for-

tifications of the self” that would explain

why a person’s deep love and appar-

ent appreciation of literature (and cul-

ture in the larger sense) can be respon-

sible for the execution of so many writ-

ers during the purges. Is this because,

as the Russian scholar Dmitri Likhachev

said, “the Russian people perish from an

excess of space” that makes its litera-

ture “the most significant, the most trag-

ic, the most philosophical”? These are

the underlying questions, often asked

about the relationship between suffer-

ing and literature, that Polonsky pursues

in her book as she travels around the for-

mer Soviet empire to revisit the ghosts

of great Russian writers of the past. 

But first the book and its main char-

acter Vyacheslav Molotov, a commissar

and foreign minister who signed the Nazi-

Soviet pact on the eve of the Second World

War. But Molotov here is Stalin’s hench-

man  who “personally approved 373 doc-

umented executions containing the names

of 43,500 people during the Terror of 1937

which made him the most lethal of all So-

viet officials. Even Stalin did not personally

condemn that many human beings”. Like

many of the Soviet elite who had fallen

from grace — he was packed off as am-

bassador to Mongolia for a while — he

lived his last years in a block of apart-

ments near the Kremlin. Decades later,

Polonsky and her husband find them-

selves in the same block of flats.

“You’re the scholar, and you’ll know

what to make of it all,” said the American

banker who had bought the apartment

from Molotov’s daughter to Polonsky

as he handed over the keys to her. The

flat was stacked with works of writers,

along with a magic lantern that provides

the title to this book. Some were first edi-

tions, signed and dedicated to him but all

the great works of literature were there

along with classics of western litera-

ture — Dante, Edgar Allen Poe, Shake-

speare, the Bible and others.

That Molotov was a voracious read-

er was evident because the books were un-

derlined with comments on the margins,

especially Churchill’s History of the Sec-

ond World War which had been trans-

lated for the Party elite. Molotov had un-

derlined a passage from Churchill’s His-

tory where he has been described as “fit-

ted to be the agent and instrument of

the policy of an incalculable machine…

I have never seen a human being so much

like a robot”. Polonsky identifies the most

acute ironies of all — that of the “nightin-

gale poets”, as Polonsky describes them,

who were executed or sent into exile as

“enemies of the people” but whose songs

the Party could not silence. To which

she adds her comments: “History is sly and

shapes strange reciprocities.” 

Just as Polonsky describes Moscow

with the Kremlin “like the round centre of

a compass with road leading out from it to

the north, east, south and west”, she us-

es the Moscow apartment as the centre for

a journey into Russia’s literary and polit-

ical history. After all, she says, “a look back

at the past is a magic lantern show”.

So, she goes to Staraya Russa where

Dostoevsky was placed under police

surveillance as he wrote the final instal-

ments of Demons; to Taganrod, the home

town of Chekhov, Molotov’s favourite and

indeed of a great many contemporary writ-

ers; to Vologda, where Molotov was exiled

in 1910; to Murmansk and Irkutsk on

the Siberian steppes which Stalin had de-

scribed as places “to which all human scum

and rubbish should be sent”.

But no matter where Polonsky trav-

els to, she always comes back to base, that

is, to Molotov, his Jewish wife who was

herself tortured and sent into exile because,

as Stalin said about his aunts, “they knew

too much and talked too much”. But Molo-

tov couldn’t do much to help her which

says a lot about a system that provided no

room for manoeuvre even for the privi-

leged elite. Some critics would say that this

was Stalin’s concept of justice; others that

it was ruthlessness that gave no second

chance even for miscarriage of justice.

Polonsky is preoccupied not just

with the past; she comes down to 21st

century Russia-Putin, the culture of lux-

ury, corruption and the sweeping away

of “old” Russia through endless reno-

vations that often make for needless

waste. After all, Polonsky writes, “his-

tory does not move forward... It moves

not in a line, or a circle, but in an

arabesque, which is not always a line

of beauty”. Because of the crooked tim-

ber of humanity, she might have added.

I
n the confusion of the Wik-

ileaks affair, we’ve learnt the

average US diplomat is

markedly undiplomatic in private

communication. He or she would

also benefit greatly from a reme-

dial course in basic English.

The candour is unsurprising

in intra-departmental memos.

The lack of clarity of expres-

sion is deplorable. Sentences are

mangled, nouns are “adverbised”,

and usages like “we have de-

marched Britain” abound.

Much of what we’ve seen so

far is trivial. Dagestanis get drunk

at weddings. Mehriban Aliyeva,

the First Lady of Azerbaijan,

“wears dresses that would be con-

sidered provocative even in the

Western world” and “has difficulty

showing facial expressions, after

substantial cosmetic surgery”.

Qadhafi travels with a voluptuous

Ukrainian nurse.

It has also become obvious that

the establishment in the world’s

most open democracy is deeply

committed to the principles of free

speech — so long as it is not at the

receiving end. The US Govern-

ment (USG) has gone ballistic,

trying to suppress the leaks and

to nail Julian Assange’s hide.

After pressure was brought to

bear by the USG, Amazon.com

kicked Wikileaks off its servers

for unspecified violations of Terms

of Service. Paypal, Visa and Mas-

tercard have stopped process-

ing Wikileaks transactions. In re-

taliation, hackers have hit those

sites, leading to fascinating bat-

tles in cyberspace. In effect, the

USG has discovered that it can’t

shut down information flow

though it could quite conceivably

drive Wikileaks into extinction.

A comparison with the Pen-

tagon Papers affair shows how

attitudes have hardened over 40

years. In 1971, The New York

Times started publishing ex-

tracts from a stolen US De-

partment of Defence Study on

US-Vietnam relations, (the Pen-

tagon Papers). The Washington

Post and several other newspa-

pers also got into the act.

The papers showed that the

USG had lied and suppressed in-

formation. The USG made a le-

gal attempt to block publication.

When that failed, it let go. There

was no witch-hunt targeting the

media institutions concerned.

In contrast, one mainstream

US newspaper published a recent

editorial calling for Assange’s as-

sassination. His bail in the UK will

reportedly have to be posted in

cash due to the reluctance of cred-

it card  issuers to provide service. 

The fact that he is in custody at

all has nothing to do with Wik-

ileaks, at least officially. The charges

are about sexual misconduct and

that’s a different can of worms. In

August, Assange slept with two

Swedish women in quick succes-

sion while staying with them.

Some of the sex was consen-

sual, some apparently wasn’t. On

one occasion with woman A, he re-

fused to use a condom despite her

protestations. With woman B, who

was asleep at the time, he initiat-

ed “un-comdomised” proceedings

if one may borrow from the lexi-

con of US diplomatese. It is, of

course, their word against his.

In many jurisdictions, this

would be considered bad be-

haviour even if true, but not crim-

inal. However, Sweden has ex-

tremely nuanced laws of sexu-

al harassment. It recognises with-

drawal of consent during a sex-

ual act where consent has been

previously given.

Assange, therefore, faces

four criminal charges of vary-

ing seriousness. There was

much back and forth in the

Swedish legal system with one

prosecutor deciding this was-

n’t worth bringing to trial, while

two others thinking it was.

Given the timing and the zeal

with which the case has been pur-

sued, one can’t help thinking that

this is just very convenient. As-

sange would probably have been

arrested without bail if he had just

shot a traffic light.

Regardless of what the

Swedish courts decide, the case

has turned into a geopolitical

cause celebre and conspiracy

theorists will have a field day.

It’s a pity because the implica-

tions of that Swedish law are in-

teresting in themselves. One good

thing about the affair is that both

the theory of free speech and the

nuances of sexual misconduct

will get a public airing.

POST-REFORM RENT-SEEKING

A journey into

Russian history

Free speech and sexual misconduct
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R
ussel Street, off Park

Street, is among the posh-

est addresses anyone in

Kolkata can think of. Queen’s

Mansion adorns one corner, the

venerable Bengal Club resides

opposite and a little down the road

rests the old world elegant offices

of the Royal Calcutta Turf Club,

or used to.

Today the edifice is a shab-

by shadow of its formal self and,

as if to add insult to injury, there

springs up on the road before it

through late night and early morn-

ing a massive garbage dump that

takes up a third or more of the

wide road. By about 10 o’clock

most days, the garbage is gone

and the road is washed. Then cars

jostle there for scarce parking

space, but the stain shows and

the stink faintly lingers.

Then as evening turns into late

night, people from around the area

come and deposit garbage there

and in the morning, it is again of-

ficially a garbage vat where

Kolkata Municipal Corporation

(KMC) sweepers come in a steady

stream with carts full of garbage

of every conceivable kind.

Close on their footsteps fol-

low the ragpickers who busily get

down to sorting the trash and re-

covering whatever is recyclable.

Between seven and nine or so,

usually two full truckloads of

garbage gets carried off and an-

other day in the life of a belea-

guered city with creaking mu-

nicipal services is underway.

It’s not as if nothing has

changed. If you look around, on

the opposite side of the road, next

to the rear entrance of ITC’s

landmark head office, on a por-

tion of the pavement stands the

archaeological remains of what

used to be the original garbage

vat. It is marked by low side walls

as vats usually are. These are now

blackened with age but through

most of the day there is no

garbage to enclose.

It seems in the mid-2000s the

ITC people were able to get the

KMC to remove the festering sore,

but all that they succeeded in do-

ing was to shift the vat to the oth-

er side of the road, on the road it-

self, where ragpickers get more

space to do their sorting more

thoroughly. Today, through the

night, many bring and dump

garbage in the new vat as well as

old, out of habit.

But the old vat is cleared and the

space washed very early, and by

daybreak, long before the ITC peo-

ple come to work, the vat that was

gone for another day comes back

again in the darkness of the night.

The bottom line is that in place of

one vat earlier there are now two,

one official and one unofficial, one

in daytime and one nocturnal.

If you want the statistics, about

20-25 tonnes of garbage gets tak-

en away daily by three trucks, two

for the new vat and one for the

old, owned either by the KMC or

private contractors, manned by

either KMC employees or those

of the contractors. The city has

602 such vats from which around

5,000 tonnes of garbage is re-

moved daily. Those unfortunate

enough to live near a vat with its

stink and health risk cry their

head out trying to get the vat to

go somewhere else.

When teachers at the reputed

Lady Brabourne College heard

that my friends and I were trying

to clean up a corner of the city,

they pleaded with us to do some-

thing about the vat behind the

college whose stink had vitiat-

ed their lives for long. Being teach-

ers, their own efforts did not even

have the partial success that the

ITC folks had. All we could do

was study the product life cycle

of the daily vat so that one day, if

someone in authority wanted

to rid the city of these atroci-

ties, she would have some factu-

al contours to go by.

It is not as if the

city was always like

this. I remember

seeing garbage vats

dot the city from my

schooldays. But

change came in the

early 90s through

the efforts of a dy-

namic municipal

commissioner, Asim

Barman, who trans-

formed the conser-

vancy department and changed

the face of the city, ridding it of

the filth on its streets. Then Sub-

rata Mukherjee, on becoming

mayor, took a step forward and

till 2005, garbage collection and

vat clearance took place every

day promptly, and some who still

tried to dump garbage on the road

actually got booked.

But after Mukherjee, under

the Left Front’s stewardship of

the KMC, things slid back. Today

there is a bit of change again, with

the KMC passing into the hands

of the Trinamool Congress.

Garbage clearance has improved

a little, vats are getting cleared a

bit faster and earlier in the day.

But nobody is claiming that

the problem is anywhere near so-

lution. An unresolved big issue is

ragpickers. In the age of recy-

cling, they perform a socially high-

ly useful function, but the middle

class simply wants them banished,

never mind how they will eke out

an existence. Those

Kolkata’s vats that

linger and get

spread out have lit-

tle armies of rag-

pickers working

diligently on them,

doing a thorough

recycling job.

For vats to go

away and recycling

to move forward

what you need is

sorting of garbage at

the origin (at homes and business

establishments), its quick trans-

portation to the dumping ground,

another round of sorting there by

ragpickers, taking away of the re-

cyclables (metals, plastic, glass),

treatment of bio-degradables and

finally burial of the residue.

subirkroy@gmail.com

A day in the life of a garbage dump

In the age of

recycling,

ragpickers perform

a socially highly

useful function. But

the middle class

simply wants

them banished
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