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Preface
	“If you can learn to work within the system, you are far more likely to get things done than if you set out to pioneer and change the rules” – Edward de Bono
 


This is a book about changing India’s system. 
As I could not learn to work within the system, I had to leave it, with a view to ultimately reforming it. I believe that at times, not working within the system can be the right thing to do. 

Paradoxically, it was the opportunity for training and exposure to systems abroad
 provided directly or indirectly by the Indian public service, that was instrumental in my concluding that continuing within the system would mean my supporting practices that were responsible for poverty and systematic corruption.
 Combining a personal search for knowledge and truth, with information on how successful countries think and work, it became evident that I could not be party to India’s mis-governance. 
I had to change it. 
It dawned on me in February 1998 that this change had to begin through reform at the very top: political reform. Without that reform, the rest of the change would not gain coherence and momentum. Therefore I resolved to form a political party that would, if successful, implement the reform I wanted to see in India. Three failed attempts later (my failures are mine alone), I have decided to pause and write a book instead, outlining the change I’d like to see in India. Initially started in February 2005 to support my second political effort, this book now stands alone, lost somewhere in time. But that is all I can reasonably muster at this stage.
I expect this book to appear quite outdated to some readers, and it possibly is. These people have long broken free of Nehru, at least in their minds, and will wonder why a book has to be written on a historical curiosity such as this. They are partly right. Numerous changes to economic policy have taken place in India since the early 1990s, and some of these changes appear to have left Nehru’s legacy ‘in the dust’. 

But if breaking free of Nehru were merely a matter of economic policy change, I would not need to bother with resigning from the civil service, or thinking of starting a political movement, or writing this book. Economic policy changes had commenced in 1991, well before I concluded, in 1998, that I could not support the system. 

In fact, this book is not about economic policy at all, but freedom. Many outstanding treatises already exist on economic reforms and I will not add to an area where many knowledgeable Indian experts have far better credentials than me.
To another group of people, this book may appear to be an irreverent and even rabid attempt to undermine the good that Nehru did and represented. This book may be seen as an attempt to drive India further down the path of super-corruption that liberalisation has come to represent.
 
But in my mind this book is neither antediluvian nor irreverent of Nehru, and is targeted at eliminating, not increasing, corruption. This book is about is building a case for change, a case for a great India, not a mediocre India. But we need a theory of change.
I believe the change we need must begin with an increase in our understanding of the concept of freedom, and by appreciating how ethics and integrity, that are both a pre-condition and a concomitant of a free society, can be strengthened through building appropriate institutional arrangements. 
I know that freedom in the abstract does not sound important enough or even relevant as we spend our energies fuming over the chronic problems of mis-governance, corruption, poverty and population in our daily lives (this last one, of population, is definitely not a problem from my perspective, I must demur at the outset). 
But it will be my goal in this book to show that it is freedom we need more than anything else today. There is a plane of existence, of individual accountability, that we must juxtapose at each stage while looking at our reality today, a dimension that sits just a little above the hubbub of urgency we feel when considering issues of economic policy or governance. 
This subtle but very crucial dimension, not factored into our decisions and discussions as a regular requirement today, is the missing ingredient of thought that will deliver to us the elimination of poverty, drastic reduction in corruption, and the provision of equality of opportunity to our population.

It is to acquire an understanding of this critical missing ingredient that we must put on a critical (not negative) hat to first find out where we are, and then to determine where we should go next. In de Bono speak,
 we could begin with a yellow hat, then black, then white, and finally the green hat that will show us enormous opportunities for change and improvement that present themselves today.
* * *

I will also show that we need to break free of Nehru. In order to acquire freedom. Not because we dislike Nehru. 
But first, I must explain why have I felt it necessary to be critical of Nehru in the first place, and set him up as my centrepiece, my leitmotif around which this book finds a coherent story?

I am aware that we Indians do not find it easy to criticise anyone, and do not like someone else being criticised, more particularly if they are the elderly or are dead. We believe, as Vivekananda pointed out, that we should “criticise no one, for all doctrines have some good in them”.
 While Vivekananda was referring to religious doctrine, in our culture this applies to everything, whether personal, political, economic or social. We put garlands around the necks even of those we disagree with. Everyone is a hero. A soul to be respected.
On top of this natural bias towards acceptance of everyone’s ideas rather than questioning ideas that do not work, is the deep admiration almost verging on veneration that many people in India feel towards Nehru. I am ‘almost there’, myself, holding Nehru in high esteem for a number of things he did for us, not the least of which were his outstanding contributions to India’s independence. The nine years he spent in jail were a hard price to pay for his goals for India. And I admire his deep faith in and hope for democracy in this vast, illiterate country that no one thought would be able to adopt the path of democracy successfully. As Raj Mohan Gandhi wrote, 
“As Prime Minister for seventeen years he [Nehru] strove hard to coach Chief Ministers, MPs, MLAs and the masses in the norms of democracy.  The letters he wrote to the Chief Ministers almost every fortnight are for the most part lessons in democratic procedure.”
 
That the democracy Nehru fostered has spread far and wide in India is now obvious to all and something to be proud of as a nation. As Pranab Bardhan points out,
“democracy has clearly brought about a kind of social revolution in India. It has spread out to the remote reaches of this far-flung country in ever-widening circles of political awareness and self-assertion of hitherto subordinate groups.”
 
Indeed, the spread of democracy and the awareness among the peoples of their democratic privileges and power has enabled our governments to acquire an enormous, and unprecedented, legitimacy, which provides the country with invaluable stability.
There is also a widely held view and one that is correct, I believe, that during Nehru’s period there were very few criminals in the Parliament and state legislatures but that “with liberalization, criminalisation in politics has reached its peak” (the words I quote are my father’s, who entered one of the central civil services when Nehru was still Prime Minister). 
And on top of these contributions, that should be more than enough for any one to be hailed as a national hero, Nehru went out of his way to promote science and rationalism, two things extremely close to my heart.  
For all these things, and many more, he must be admired, praised, and remembered.

* * *

But we must pause to wonder what could have gone so wrong that despite Nehru’s relentless efforts and leadership, India continued to perform miserably on many fronts for decades, and subsequently, today, has gained global notoriety as one of the world’s most corrupt countries? 
Were most, if not all, of our systems and practices, not put in place during Nehru’s time? He had nearly 17 years to kick-start India. That is nearly one third of all the time we have had since independence, and easily our most crucial years. 
So how did his good systems lead to such poor outcomes? Were the systems he designed for us unworkable in the first place, or was the implementation of these systems bad? Either way, we can’t avoid concluding that the responsibility for things not working out must fall on Nehru and his followers who controlled both the system design and its implementation.
Therefore, we must take some time to pin down, to its root cause, the paradox of poor outcomes in India despite Nehru’s unquestionably good intentions. The mystery must be cracked. The edifice of Nehru’s wisdom and judgement must be questioned where appropriate. That is a part of the purpose of this book, and hence Nehru figures so prominently in it.

Most Indians do not commonly like to attribute India’s failures to Nehru but to his daughter Indira, or maybe to someone else. However, I think we should trace the failures to the source.

* * *

I argue, in hindsight of course, the systems Nehru designed were unworkable. In other words, these systems could never have delivered their intended outcomes, no matter how hard people worked to deliver on these policies.

The root cause of this poor system design relates to Nehru not having fully understood the purpose of the independence movement, namely, to preserve our freedom, not merely to get us independence. Either that, or, if he did understand what freedom meant, he seems to have deliberately avoided the dictates of freedom in the policies he advocated. 

The primary requirement of freedom is that citizens be left to do whatever they wish to or can, on their own initiative, and support them only when it is critically obvious that a government must do so, as in the provision of security, law and order, justice or some infrastructure. Going beyond this, ie. using people's hard earned money (taxes) to create bread and shirt businesses operated by government, that will invariably be inefficient and non-competitive, thus destroying both the wealth and opportunities of citizens, is not the way of freedom. Seizing people's lands and property with a view to redistribution, preventing people from establishing their own businesses, laying down barriers to people's creative power and free movement and commerce, and so on, are not the ways of freedom. 
But these are some of the things Nehru’s regime did. Preserving our freedom was not the sole driver of his decisions.
In Nehru’s world, rapid economic growth had to be brought about first through the government (not people) achieving the commanding heights of the economy. Thereafter the redistribution of the (expected to be high, but in practice insufferably low) output would set everything ‘right’, quickly.  And whether anyone became less free as part of this frantic ambition did not matter. Freedom, the means (and end), the very basis of an independent country, could be sacrificed if the ends (of growth, and poverty alleviation) were achieved. 
Nehru’s intentions were good. We all need growth and poverty alleviation to happen on the way. But the means he chose were wrong. And it did not matter to him that his chosen method of wealth creation through the commanding heights of the economy was in stark opposition to the logic of wealth creation of nations that Adam Smith had explained very clearly nearly 200 years earlier, in 1776. 
The fact remains that the opposite of Nehru’s ambitions came to pass ─ low production, bottlenecks, losses of government operated business undertakings. This entire outcome could have been easily predicted by the application of any first year university textbook in economics. Our population was kept illiterate and poor for decades, as it is even today, and it therefore kept growing in size.
 Large and educated populations are never a ‘problem’, but ours is seen as one, and there are perhaps some reasons for that, even though one can never have cause to see any other human being as a problem unless there are individual issue of accountability with a person. 

To me, this indicates a colossal failure of judgement, indeed, of wisdom. Nehru failed to abide by the fundamental message of Gandhi: that if we pay importance to the means, the ends take care of themselves. Nehru’s motto should have been: “Let the citizens be free; let their natural genius blossom and create hitherto unseen value”. He should have been a facilitator and enable people to achieve their highest potential, rather than a blocker, and destroyer of public funds.
If one were not in a liberal and forgiving mood, and being merely objective, one could even speculate Nehru’s propensity to curtail the freedom of people as a failure of his character; of an arrogance that believes it knows best for the so-called 'common man' than what the common man knows.
India has by now wasted six decades in poverty and squalor and untold misery; with hundreds of millions of lives lost from avoidable disease and ignorance. These things could have been easily fixed (and can be easily fixed even now) in less than a decade of pure, ie. undiluted, and unadulterated, capitalism. But Nehru chose socialism instead, and therefore neglected the task of building institutions of governance that are crucial for the development of freedom, capitalism, and thus for the creation of wealth. 
As Nehru was the single most powerful source of socialism in India, its beacon visible for thousands of miles, we cannot pass on this ‘credit’ of being the Messiah of Socialism to anyone including to his socialist successors. 

* * *
In the end, in this book, and in my mind, Nehru is merely convenient shorthand for a lot of things that happened in India under socialist principles over the past six decades. I would like to classify the entire period since independence, till today, as Nehruvian. His epoch definitely did not end with his death. Nehruvianism continues today, so-called liberalisation notwithstanding. 
Where Nehru himself did not create socialist policies, his successors did the rest for him, and in fact made his policies even ‘sharper’. They must be classified as Nehru’s god-children: his daughter and grandchildren, his political contemporaries (except for the Swatantra Party), and his political successors like BJP, Congress (I), or communists of various shades; all Nehruvians. Not one Indian Prime Minister in the past six decades has stepped out of Nehru’s shadow, at least in my view.
In fact, we hear the strong echoes of Nehru’s voice in their conversations and actions. They talk of the mixed economy (whatever that means
), and ‘liberalisation with a human face’ (what did that mean?). No talk of freedom. Freedom is lost in the wilderness. No one has yet heard any of our leaders tell us that their policies are designed to preserve our freedom. That sums it all. 
Little do these people realise that freedom with equality of opportunity and complete elimination of poverty is the finest human face, being just and compassionate at the same time. Only societies underpinned by freedom and justice have the capacity, through wealth generation, of being compassionate and providing everyone an equal opportunity. All the socialism in the world cannot bring about the outcomes of  wealth, education for all, and elimination of poverty. 
All muddled up ideas in the Indian panorama seem to have one original source in India: Nehru. 
* * *

Regrettably, there was never a significant political discourse on freedom in India. Whatever little discourse had commenced with Rajaji’s Swatantra Party was nipped in the bud by Nehruvian collectivism, and remains nipped. 
Nehru therefore unwittingly (I trust) divested us of freedom in his desperate search for objectives that are never achievable without freedom. 
And by the time he left, we had all forgotten what freedom meant in the first place. 

So much so that if today I were to argue that freedom stands for the subordination of the state to the individual; that therefore the state is our servant, paid to protect us and to provide us justice, I suppose I will be met by an astonished sense of surprise. Nehru made the government so important and so large in our daily lives that it became our modern god. How could I possibly argue its demotion to being our mere servant? 
I suspect that we are so well-tutored now, and cast into a collectivist and socialist mould, that apart from the Indian flag the only other thing that binds us together is socialism. 
And so if I were to question socialism would that not destroy India? 
This is the kind of weighty burden placed on my mind and small shoulders as I attempt to pierce the veil of Nehru's legacy. But even then, of this I have no doubt: that India still needs to break free of Nehru’s legacy of socialism. 
That is indeed the only way to freedom, and ultimately to greatness.
* * *

The reader will note the nowhere do I ask that we abandon Nehru: we must retain his statues and honour him, and we should follow the democratic traditions he set for us. 
By no means was Nehru a Lenin or Stalin that we should topple him! 
He was truly, and of that I have no doubt whatsoever, an honourable man. Even honourable men can make profound errors of judgement, which is what he did.

Indeed, there is even some evidence that Nehru may have chosen to do things differently had he acquired more personal knowledge. There were moments in his life when he even seemed to be amenable to considering a more pragmatic view (such as that of Deng Xiaoping who said, “whether a cat is black or white makes no difference. As long as it catches mice, it is a good cat”; while that is not the way of freedom, at least it has the merit of being pragmatic). Dr. V.K.R.V. Rao reported in A Study of Nehru that Nehru once said, 
“It is not a question of the theory of communism, or socialism or capitalism. It is a question of hard fact. In India, if we do not ultimately solve the basic problems of our country ... it will not matter whether we call ourselves capitalists, socialists, communists or anything else.” 
Regrettably, he did not find enough time to examine the hard facts and how these problems are best solved. 
	Box

Evidence of Nehru’s errors of judgement
Despite many good things happening to India over the past six decades, we are, today, in some ways close to becoming a ‘failed state’ that Pranab Bardhan characterised India as already being one.

I have chosen to let a member of Nehru’s own political party, a staunch defender of socialism,
 Mr. P. Chidambram, speak, of the massive failures of socialism.
In his K.R. Narayanan oration at the Australian National University in 1999,
 Chidambram first began by refusing to compare India with others (we are, for mysterious reasons, always somehow different from others). 
“[W]hile comparisons with East Asia and China could certainly help in analysing India’s economic trajectory and the success or failure of its policy responses, such an approach suffers from obvious limitations.” [what is obvious to him is not obvious to me at all, as basic economic and political principles of freedom apply equally to all human beings anywhere, and we all react in the same way to the incentives of freedom!] 
He then outlined the terrible consequences of socialism: 
“the quality of India’s human resources is abysmally poor... a third of all Indians are poor, malnourished, illiterate and in bad health.” 
He also highlighted some of the distortions of our Constitutional arrangements: 
“India suffered a phase when the Centre encroached upon the powers and autonomy of the States. The States in turn usurped the powers of local bodies. This was a logical fall-out of the centralised model of planned development India chose in the mid-fifties, which ensured that all economic decisions were directed by the Centre. The result was that the Centre sought to assume a larger responsibility for development than assigned to it in the Constitution.”
Having said these things against his own party’s actions of the past, Chidambram then tried to pass on the blame of socialist failure to the states: 
“Before the economic reforms of 1991, the States had little autonomy in attracting private domestic or foreign capital”, and: “To deliver on the development front, the States will have to perform and not just rest content with acquiring more powers. The overall record thus far has been uninspiring.” 
He forgot to mention that both in the states and at the centre, Nehruvian socialist parties, largely the Congress party, have ‘ruled’ since 1950. A pot calling the kettle black!

The Economic Survey 2005-2006, under his Ministry, published by the Ministry of Finance points out numerous deficiencies such as “Indian labour laws are highly protective of labour, and labour markets are relatively inflexible.”
 Well: who made them so? 
Could we now fix the country, please, and give socialism a public funeral? And shouldn’t people like Chidambram learn to to call a spade a spade?


But enough of this post mortem. 
The point is that even honourable men can make serious mistakes. No one is infallible. We will break free of Nehru not by casting him aside but becoming freedom-loving persons, and moving forward, learning from the mistakes of the past. 

* * *

And in any event, this is not a book on Nehru. The focus of this book is on tomorrow. Most of this book is about the future of freedom in India. 

As freedom is too important to be left to economists or even political thinkers, all of us need to put on our plain ‘citizen’ hat and think of the underlying principles and requirements of our own freedom. I would even suggest that we start thinking afresh once again, as if we were once again in 1947, and dare to become truly free for the first time in our history. 
I do understand and appreciate that for some of us, bombarded from all sides for decades by sermons on socialism, and the statist perspectives that still inform much of the writing in our press and the speeches made in our Parliament, this will be a very hard thing to do. 
But we can try. 

In fact, that we have in many ways already left Nehru’s legacy behind is obvious from a cursory look at the rapidly changing economic policy. 
Rajiv Gandhi started the change, as he was middle-of-the-road and not a communist at heart. That helped a bit. He allowed new technology to reach India almost as quickly as it was being generated elsewhere in the world, even though customs duties were still sky-high. In that environment some of our most successful IT companies were able to start and to flourish.
But that was not, and is not, the way of freedom. It was merely a trickle of freedom incidentally let loose by controllers of our freedom who were manipulating our economy’s vitals. 
The way of freedom is that it is we who delegate our powers to the governments in a trickle; and ask them to use that limited power for adjudicating the accountabilities of our freedom and providing us with common infrastructure and public goods. 
We do not pay governments to usurp this power and deny us our maximum possible freedoms.
Economic reform, reform of governance, and the maximisation of freedom in a society are a closely integrated whole. We cannot compartamentalise freedom into economic reform on the one hand, and political or governance on the other. 
I am asking for the complete works. Not for powerbrokers to release trickles of freedom to us at their whim.

* * *

If all we all want to do in our life is to abide by simple principles, and we have no personal axe to grind; and we are ready to apply our mind to India’s best interests (and I mean to the whole of India, not to a section or group, and not for today or yesterday but for tomorrow), then we must be willing to expose our ideas to the test of democratic debate and discussion that Nehru has taught us, and leave it to the people to pick freely judge whatever they find of value.

I therefore expose in this book, without self-censorship or self-consciousness, and without any fear of criticism (for I am not perfect), many of my ideas, solutions. Some of the ideas may appear to somewhat far-fetched, even fanciful, but I believe they should make sense ultimately since each of them is based on the inexorable logic of individual freedom. In fact many of these ideas are fully road tested, things I have seen (and experienced first hand) as practical working solutions in the USA and Australia. Some of the ideas actually beyond the levels of freedom experienced in these countries, as I note the even these countries are not as free as they could be.

It is my view that if we put to work these ideas we will discover that an entirely different India was simply hidden behind what we see today. "Many fail to grasp what is right in the palm of their hand" (Heraclitus, 500 BC). The new, resplendent, clean and beautiful, wealthy and innovative India sits right below our nose, even today. It has always been there waiting to be discovered, to be released from bondage simply by waving the wand of freedom. 
I aspire to, as I am sure all of us aspire to, one overarching achievement: for India to become the world's greatest country ever, measured not only through wealth, which we must of necessarily acquire, but through respect for life and humanity. 

A country so great that it would influence the entire world into breaking down all barriers to human freedom, including national boundaries, till the world can finally live in peace and focus on the best that the human species can create and deliver for itself and for this planet, in harmony with nature, and without reference to tribal affiliations of any sort such as geographical, religious or national.

And so this book sits like a painting, pensively waiting on the wall, for the observer’s inner voice to speak up and shape a new understanding of the future.
Sanjeev

Note: This book was started in February 2005 while I was an Indian citizen. Since then, things have changed and I am now merely an ‘overseas Indian citizen’. Diaspora. While the writing of this book bridged a shift in identity (and that is a question I wonder about; how can one’s identity as a human change merely by virtue of a different passport), I have decided to continue expressing myself in the tone I started the book with, namely, as a citizen, and therefore speak throughout this book as an Indian citizen would.
 There is a second book, on the history of freedom, that I was conterminously writing during this period, to which this approach will also have to apply.
Chapter 1 Freedom in Indian life 

Our independence was a blessing on many counts. Even with the rudimentary democratic accountability that our system allows, we have been able to put an end to famines in India. Letting a famine take place is guaranteed to lose a political party the next election, no matter how hard it may then try to buy our votes or stuff ballot boxes. 

Independence also meant that our economic growth rates woke up from their fitful slumber of the British period
 and began to canter at the so-called Hindu growth rate of 3.5% till 1980, before being spurred into a trot with some erratic internal liberalisation in the 1980s
 and finally to a gallop at 8% by semi-capitalist medicine forced down our ‘socialist throat’ by the IMF after June 1991.
 
Montek Singh Ahluwalia argues
 that most of this medicine (a.k.a. ‘reforms’, whereby someone first distorts and then someone re-forms) was self-administered, but even so no one wants to publicly admit that (a) this was blatantly capitalist, not socialist medicine, (b) it was the right medicine, and (c) such a medicine has been freely available in every library of the world since Adam Smith first discovered it. Socialists first had to plunge us all into high fever before some of them agreed to put this ‘bitter’ medicine into their mouth. Why eat contaminated food (policy) in the first place?
This growth has not yet translated into a significant improvement in the quality of life of the people, as we continue to perform badly in key areas of governance. For India to aspire to much higher growth rates, to eliminate poverty and corruption, and preserve our environment we have to first internalise the requirements of freedom.

The key argument of this book is that India has not yet understood what it means to be a free people. Much of that has to do with the long shadow cast over 20th-century India by Nehru, either through his own policies or through those of his daughter and grandchildren. 

It is time to move away from the shadow into the sun and rediscover our freedom. 
1. Freedom in our history
To set the context, it would be useful to begin with a helicopter view of freedom in Indian life over the past 2,000 years or more. Broadly, there have been three phases in India’s understanding and application of individual liberty.

1.1 Pre-Plassey (1757)

We won’t lose much resolution and meaning if we club the entire period prior to the battle of Plassey into a single phase. It is during this period that the concepts of tolerance, individual liberty and accountability with reference to extra terrestrial entity (eg. the theory of karma), elementary development of individual dignity within the rigidly prescribed social system, and various attempts to limit oppression and tyranny by kings, were developed.

However, these were also times when freedom of action was generally circumscribed by limited opportunities and inflexible social structures.  It can be argued that Indian rulers generally followed voluntary accountability as a norm, and that oppression of the masses by kings was a relatively infrequent phenomenon.
 A sort of stalemate had been established, with kings being passively acknowledged as a natural part of the society, but also their excesses being taken as part of life and accepted without retaliation. Obedience to royalty therefore became deeply embedded in the Indian psyche. 
“From Manu onwards, the King was an indispensable, integral part of a sanctioned social order and was not subject to competitive challenge … All this led, naturally, to religious sanction for royal absolutism and passive obedience to the King became a highly valued prerogative of a commoner.”

All said and done, there was no truly major advance in the political theory or practice of freedom in India, of the sort that started raising its head in England from the time of the Magna Carta.

In reviewing the later part of this period we notice that despite India being a major trading power in the world, with extensive commercial relationships, there seemed to be an insularity of thought in the subcontinent that precluded a discussion and analysis of the momentous changes taking place in England and elsewhere in the world. It is difficult to put one’s finger on any single causal factor for this insularity, but it probably was a combination of the focus on the more immediate problems arising from a series of intrusions by foreign powers, the low levels of literacy in India, and possibly some innate haughtiness among members of a higher castes who had much higher levels of education than average but a very limited incentive to look outside India and learn from others.

1.2 1757 to 1947

The strengthening of British influence in Bengal with the battle of Plassey in 1757 coincided with very significant developments of thought in England (John Locke in the 1680s,  Adam Smith with his monumental book in 1776, and Edmund Burke who became influential from the mid 1700s) and in the USA (Thomas Jefferson, John Adams and Alexander Hamilton, among others). 

The English language came to India in 1603 in Akbar’s time but there doesn’t appear to have been any pressing economic reason for people to learn English at that time. Also, there was no natural curiosity to find out about these traders and the society from which they came; no tendency to hitch a ride to England, learn their language, make notes of what was happening there in the manner of a Heun Tsang, and report back to the people of India. It was only after the consolidation of Bengal by Robert Clive and the extension of the East India Company into the Indian political landscape, that the demand for learning English began to grow.
 While the British may have preferred to teach English only in order that Indians became useful to them as petty clerks, once a Pandora's box of knowledge is opened, its consequences are unavoidable. People who learnt English quickly became aware of its literature, including the rapid evolution of Western political thought. This greater awareness of the advances in freedom laid the seeds for the demand for self-rule.

But India was facing a steep learning curve. It had not paid attention to what was going on abroad for many centuries, And now the world had almost imperceptibly but rapidly changed.  People power was on the rise as never before, and kings were on the wane. 
Given the late start, it would have been impossible for Indians to advance to the forefront of the theory and philosophy of liberalism at that stage. While people like Raja Ram Mohan Roy (1772-1833) were beginning to articulate elements of these political arguments, no one was in a position to explore and articulate new insights. All they did was, and possibly could have done, was to catch up with key liberal ideas and begin implementing some of these advances in thought through their demand for greater freedom in India. We must remember that things like ‘independence’, ‘nationhood’, and ‘representation of the people’, were brand-new concepts even for the West at that time.

By the time the Indian mind had caught up, Western thought was even further on the journey towards freedom, despite the impending onslaught of socialism that, misinterpreting aspects of advances in the industrial revolution, advocated that the baby, namely freedom, be thrown out with the bath water. To advance freedom, Bastiat wrote The Law in 1850 and John Stuart Mill his essay On Liberty in 1859. The Austrian school then refined numerous concepts, particularly in economics, and these ideas came to be advanced in the early 20th century by people like Friedrich Hayek. Throughout this time, while the West was firmly embedding its new political institutions, or battling the growing forces of socialism (which had overpowered parts of the feudal and aristocratic West), the Indian intelligentsia was grappling with the challenge of the first major task ahead of it, namely independence. 
Apart from Raja Ram Mohan Roy, contributors to political thought on freedom in the 19th century in India included Dadabhai Naoroji (1825-1917), Mahadeo Govind Ranade (1842-1901), Gopal Krishna Gokhale (1866-1915) and Pherozeshah Mehta (1845-1915). 

Another thing was distracting the Indian mind at that time: a doubt that they were somehow racially inferior to the West, given the conquest of a huge country like India by a very few British troops. The British also had hastily come to the conclusion, no doubt supported by the arrogance natural to victors in battle (or intrigue, as in India’s case with the battle of Plassey), that there was nothing for them to learn from India. But that learning is a two-way street became apparent to them when a few European scholars discovered a many-splendoured Indian past using a modern method of historical analysis that had hitherto never been applied to India. This brought renewed confidence, particularly to the Indians educated in English. 
Unfortunately for the advancement of freedom in India, with the advent of this scholarship of Indian language and history, a lot of navel gazing began. The Indian mind began to spend an inordinate amount of time in reconciling its undoubtedly multi-faceted and exciting past with its unhappy present (though, on a pure economic calculation, there had been no noticeable change to the lot of the common man over the past 2,000 years). The increasing arrogance and racism of the Western rulers did not help Indians in focusing on the ‘big ticket’ ideas of justice and liberty, and to contribute to advances in political thought.
Even when these issues were considered, particularly in the earlier part of the 20th-century, the focus remained on independence, and against racial discrimination. That this mental energy, devoted to independence, led to an awe-inspiring independence movement in India is too well-known to need recounting. It was an exemplary movement, far ahead of its times in the standards of political protest. The British rulers, many of them ridden with imperial arrogance that assumed their technological advance (and therefore their political power over the colonies) to be rooted in racial superiority instead of being the natural consequence of the greater freedom that its people had fought for over hundreds of years, a freedom that enabled its society to become more creative, were taught new lessons on freedom by Gandhi (1869-1948).

Gandhi demonstrated through a humane, non-violent, and dignified protest, that all humans were equal and should be treated equally, including their being given the opportunity to govern themselves. The message was sent out loud and clear that free peoples of Britain should not be diminishing the freedom of others. This was a major advance in the theory and practice of freedom. The consequence was that the age of imperialism and the age of racial discrimination came to an end throughout the world.
While arguing for national independence and opposing racial discrimination, Gandhi also placed importance on individual freedom and independent action. However, this was largely framed abound his faith in Hinduism, which does have an undercurrent of individual responsibility. As a result, he was forever against communism. For him the individual remained the maker of his own destiny, and the state had only a limited role in these affairs: his preferred state was decentralised almost entirely. Villages that ruled themselves. 
It is worthwhile citing Gandhi at some length at this stage, for he remains the best proponent for liberty and classical liberalism in India in the first half of the 20th century. The page numbers cited in the quotations below are from Fisher 
 and my comments in square brackets. 
 “I look upon an increase of the power of the State with the greatest fear because, although while apparently doing good by minimising exploitation, it does the greatest harm to mankind by destroying individuality which lies at the root of all progress” (p.304). [liberalism is the philosophy of individual self-respect and accountability]

“[The] means to me are just as important as the goal, and in a sense more important in that we have some control over them, whereas we have none over the goal if we lose control over the means” (p.305). [liberalism focuses almost entirely on the ethics of the means; the ends are always a natural consequence of the means]

“Submission ... to a state wholly or largely unjust is an immoral barter for liberty... Civil resistance is a most powerful expression of a soul’s anguish and an eloquent protest against the continuance of an evil state” (p.165). [liberalism demands resistance to tyranny; Gandhi’s method of non-violence is supremely ethical as it hinges on openness, transparency and responsibility. There is no secrecy about the protest nor is there any threat to somebody's life. Freedom assumes by default that everyone's life is important and significant. The way to change people's approach is not by harming them in any way, but through persuasion and showing them the better way.]

“I hope to demonstrate that real Swaraj will come not by the acquisition of authority by a few but by the acquisition of the capacity by all to resist authority when abused. In other words, Swaraj is to be attained by educating the masses to a sense of their capacity to regulate and control authority” (p.202). [liberalism calls for participation of the citizen in the regulation and control of government, including through aspiring to become, through the electoral process, a member of government.]

“Let people only work programs in which they believe implicitly. Loyalty to human institutions has its well-defined limits.  To be loyal to an organisation must not mean subordination of one’s settled convictions. Parties may fall and parties may rise; if we are to attain freedom our deep convictions must remain unaffected by such passing changes” (p.169). [liberalism does not countenance being untrue to oneself no matter what the circumstance]

While Gandhi spoke about resisting undue authority, he perhaps did not fully see the next step in independent India, of creating systems by which governments of free India were made accountable. He was not a systems thinker, and did not write much about the design of institutions of governance. That is not a criticism of Gandhi, perhaps a cultural trait that applies to most us of even today. This gap in systems thinking has been partially fulfilled in the second half of the 20th century by Western economic theory including that of public choice. The key message is that the design of systems must be sensitive to the incentives of people who mange them, namely our government and bureaucracy, and that checks and balances need to be built into the system itself.
Nehru, who was very well-educated and fully aware of the history of liberalism, seems to have had surprisingly little faith in an individual’s ability to think and take responsibility for himself or herself. Nehru did not emphasise the importance of each individual undertaking self reflection and choosing among ethical alternatives. Possibly, in his view, making these ethical choices was too difficult for the common man. He definitely believed that these choices were best directed through state level dictates laid down by governing elites. Through planning. His personal aristocratic background probably made him see himself as superior to the common citizen, somewhat in the manner that the ruling British thought themselves superior to the people they ruled over. In any event, he veered toward collectivist and socialist thinking where decision making power is concentrated in the state. Decentralisation, where power and freedom vests with people at the lowest levels, was anathema to Nehru.
His analysis of the Indian Liberal Party in his autobiography demonstrates that he was aware of the classical theory of freedom, of classical liberalism: 
“One is apt to be misled by the name ‘Liberal Party.’ The word elsewhere, and especially in England, stood for a certain economic policy - free trade and laisser-faire, etc. - and a certain ideology of individual freedom and civil liberties. The English Liberal tradition was based on economic foundations. The desire for freedom in trade and to be rid of the King’s monopolies and arbitrary taxation, led to the desire for political liberty. The Indian Liberals have no such background.  They do not believe in free trade, being almost all protectionists, and they attach little importance to civil liberties ...”

This observation, for a moment, may give the impression that Nehru was a fiery liberal, condemning the weak knead liberalism of the Indian Liberal Party, and wanting to forge ahead with the true demand for civil liberties and free trade. But Nehru had no such intentions! 
Elsewhere in the same book he confirmed: 
“socialism is thus for me not merely an economic doctrine which I favour; it is a vital creed which I hold with all my head and heart.”

Nehru was absolutely pivotal in India choosing socialism as its political ideology, and planning as its preferred policy framework. In his autobiography Nehru discussed his preference for Russian socialism despite the violence he acknowledged exited there:
“I had long been drawn to socialism and communism, and Russia had appealed to me. Much in Soviet Russia I dislike – the ruthless suppression of all contrary opinion, the wholesale regimentation, the unnecessary violence (as I thought) in carrying out various policies.”
 

To prove he was right, he went overboard and made absolutely unbelievable claims about the alternative system, capitalism: 
"Violence was common in both places, but the violence of the capitalist order seemed inherent in it; whilst the violence of Russia, bad though it was, aimed at a new order based on peace and co-operation and real freedom for the masses. With all her blunders, Soviet Russia had triumphed over enormous difficulties and taken and great strides towards this new order.” 

I am unable to determine first, which capitalist societies Nehru was referring to. Second, why he refused to draw attention to the advance of freedom in capitalist societies over the many hundreds of years; the battles those people fought against feudalism and all sorts of vested interests, and continued to fight, even as democracy was being spread into the deepest levels of society. Third, why he failed to see that in striving for freedom, no capitalist society had approached the ideal, yet. Fourth, where was the comparison between the violence (by which I presume the racial discrimination or imperialism practised in some capitalist societies then) subject broadly to the rule of law and accountability of governments in capitalist societies, and the Russian system of governance where there was no regard at all for human dignity and freedom, where life was taken at the slightest whim of a communist party leader, and where no protections whatsoever existed of the rule of law. 
If violence was inherent either of the two systems, it was clearly inherent in the Russian socialist system, even at that time, and is completely unavoidable, arising from its fundamental premise of equality (which I will discuss in section 1.1.2 of chapter 3).
That this violence of the Russian system was right in his face must have annoyed him, for his model was being shown up to be at least somewhat imperfect.  Given that the “disturbing reports of violent purges in the Soviet Union ... repelled Nehru” he then moved to a different brand of socialism, what is called Fabian “pragmatic” socialism.
 

One cannot lay the blame for holding a blind-spot towards the excesses of socialism entirely on Nehru. There was also something ‘in the air’ in the first half of the 20th century, a kind of consensus of writers like Harold Laski who taught in complete freedom from the highest academic portals of capitalist England. A consensus that said that capitalism was based on false premises; and that freedom was not the end in itself. Capitalism was also somewhat on its back foot with the Great Depression being attributed to its failures, and with Keynesianism and big government consequently on the upsurge. 
Not surprisingly, our industrialists (with their Bombay Plan) sided with Nehru on a socialist pattern based on the Russian 5-year plan model. This probably happened as big business has never liked the competition of freedom and capitalism, and would like to, if left to itself, distort capitalism through controls and government sheltered monopolies, and thus make a caricature of it. It is always small business, farmers and independent thinkers, the ‘small fish’ in the pond, who promote capitalism and freedom.

Stalin remained a personal hero for Nehru.
 Speaking on Stalin’s death in 1953 Nehru said:
“When we think of Marshal Stalin all kinds of thoughts come to our minds, at least to my mind… All of us here are children of his age… And so looking back at these 35 years… many figures stand out, but perhaps no single figure has moulded and affected and influenced the history of these years more than Marshal Stalin.” (Nehru in the Parliament, March 6 1953.) 

Thus, according to Nehru, it was not Gandhi who influenced the world the most between 1918 and 1953, but Stalin! Surely this statement is a telling commentary on the way Nehru saw the world, and himself. Our role models speak for what we would like to be, but haven’t yet become.
Similarly, Nehru quickly warmed towards Mao who had risen to the world stage in 1949 as another ‘capable’ communist butcher. That Nehru’s great passion for communist China did not continue for long has much to do with the realpolitik of which of them would occupy greater prominence on the world stage, and the events leading to the 1962 war, rather than to his principled disagreement with Mao’s methods. 
Once they realised what Nehru was determined to impose some form of socialism on India, close colleagues of Nehru like Gandhi and Jayaprakash Narayan tried to temper his problematic fascination. Jayaprakash who had started his career as a Marxist, but changed his mind, declared:
“History will soon prove that Communism, instead of being the final flowering of human civilisation, was a temporary aberration of the human mind, a brief nightmare to be soon forgotten.  Communism, as it grew up in Russia and is growing up in China now, represented the darkness of the soul and imprisonment of the mind, colossal violence and injustice. Whoever thinks of the future of the human race in these terms is condemning man to eternal perdition”

But Nehru’s colleagues could not make change his mind. 

Despite the environment in which socialist thought was flourishing, India was fortunate to enjoy at least a few liberties even before independence. The advances made in political institutions in England as a result of liberalism were imported and embedded into India over the decades by British rulers. For instance, that powerful people like Robert Clive could be impeached (he was acquitted, though censured, leading him to take his own life), must have sent clear signals to India about the meaning of the rule of law, a concept foreign to India’s history. The experiences of India after 1757 led to the creation of a quasi-liberal intelligentsia that began to see the benefits of freedom-based liberal institutions like democracy. Things like the right of assembly and protest under reasonable circumstances, the right to property, and freedom of expression ─ with a relatively free press, became a part and parcel of Indian political landscape before independence. 
So we had this curious situation in India with a foundation of liberal institutions laid by its British (and thus hated) rulers in India not being understood and expanded, while socialist ideas arising from Fabians in the self-same Britain were being assimilated rapidly. Indeed, our broadly liberal but very confused Constitution is an outcome of this soup of contradictory ideas. 
1.3 Post independence

While I discuss India’s current experience of freedom in some detail in the subsequent chapters, a quick sketch at this stage would help to set the scene. 
Through our 1949 Constitution we gave to ourselves some of the rights that the British and Americans had come to expect by then. In addition, we extended franchise to everyone: all adults had the right to vote in the Indian Republic. That was better than what most developed countries had at that time.
But because the philosophy of freedom had not yet been internalised, almost complete silence descended on the subject of freedom, after independence. It was perhaps implicitly assumed (a) that independence and freedom were synonyms,
  and (b) that freedom did not need any special thinking; anyone who is independent is automatically free; or at least, that its requirements emerge magically in our heads the moment we become independent.  

That freedom is not so easy to obtain should be obvious from even a faint acquaintance with the history of mankind. Freedom has required constant attention, enormous vigilance, and contest. Brown sahibs are not likely to allow more freedom than white sahibs just because of the colour of their skin. 

But we let down our guard completely on 15 August, 1947.
Anyhow, the community seemed to have no appetite for discussing freedom. And so there was very little debate, if any, on socialist policies and no attempt to systematically improve governance. Everyone got busy dealing with the so-called urgent problems that our country continuously throws up, while pushing anything that was important, such as thinking about freedom, to the 'too hard', or 'irrelevant', basket. It is possible that Indian leaders were too tired, and many of them too old, to start thinking of anything new. (Rajaji and Masani, among others, and economists like B.R. Shenoy did advocate the principles of freedom, but no one really paid attention to them.) 

In such an atmosphere, India would now blindly adopt Nehru’s socialist model. 
Oblivious to the dangers of socialism, confident in their own ability to solve other people’s problems, the leaders of our independence movement suddenly found themselves catapulted to the leadership of the worlds’ second largest nation, and were itching to apply their untested thought experiments on millions of captive Indians eagerly waiting to be experimented upon. 
The first action was to curtail our freedoms and increase government interference in our lives.  Untested whims and policy preferences became gospel, and we quickly lost some of the freedoms that had been allegedly been assured to us in our Constitution. For instance, property rights were severely truncated and we were officially declared a socialist country, just to make sure that no one misunderstood what was being done. 

I suspect that our feudal past, that never faced a serious challenge, had a lot to do with the absence of careful discussion on each policy decision of governments after becoming independent. 
Over many centuries, our village folk got used to the idea of living in a small corner in a tiny crevice below a small rock at the bottom of the power structure. It was ‘programmed’ into them that in the overall scheme of things they were essentially beasts of burden whose primary occupation was to carry, often literally, the aristocrats, landlords, kings or their cronies around on their backs, grow their food, pay for their luxuries, and possibly get beaten and humiliated after doing this, as bonus. When a relatively benevolent aristocrat or bureaucrat came their way it was natural for them to be so beholden to little mercies that they called these functionaries their ‘mai-baap’, their parents! Subservience was the order of the day. Freedom was not even a remote possibility for them. These village folk were therefore definitely not at the vanguard of the demand for freedom. Yes, they joined Gandhi in demanding independence, but to say that they had a plan in their minds of how things would become different after independence, or that they would become equals of each other after the British left, would be an exaggeration. 
As a result of the paternalistic attitude deeply entrenched in the Indian aristocratic mind, it did not seem incongruous to anyone in post-independence India for governmental ‘rulers’ to direct or supervise every aspect of our business, trade, and life, and to demand ‘baksheesh’ at will for this unsolicited favour. Aristocrats, even journalists, spoke of and wrote of us dusty and smelly people as ‘the masses’, but we did not even know that we were being insulted. To know that, we had to first realise that we were a natural equal to the President of India in dignity in free India. But Nehru never told us that, as the ‘Imperial Darbar’ and paraphernalia continued intact with all its fanfare.
But now, today, after decades of experience of voting in elections, feudalism has now been considerably weakened. Many villagers are, finally, mentally prepared to say to our politicians: “We, dear politician, are not masses of voters waiting for your little mercies. We are your employer, and you had better learn to talk and think of us as an equal,” as a first step, and therefore leave with us the decisions that matter to us.
In 1947, however, the paternalistic ethos of feudalism blended seamlessly into the Nehruvian ideology of the government directing the use of all productive resources in India. The new nation quietly substituted its own brown sahibs for the white. The vehicle of government remained exactly the same. The civil service simply renamed itself IAS from the previous ICS. The ‘imperial’ offices of the Deputy Commissioners, where not a single functionary had ever been accountable to the people of that district, flourished as usual, with elected politicians becoming somewhat comparable in power to local feudal lords. The ever powerful Patwaris continued to misuse their powers unchecked, abetted by the local feudal establishment.
 

In this netherworld, feudalism, industry seeking monopolistic favours, and socialist methods adopted by the same old imperial government machinery, fused into a collusive and collectivist regime, oiled by nepotism and bribes. Thus began an unprecedented onslaught of government heavy- and high-handedness that no one has been able to check in India till today. Unhindered by any systemic check on corruption,
 political leaders quickly began to use the government as a vehicle to gorge themselves with public funds. 

Government then practically declared that it wanted to operate businesses instead of governing. That would help it reach the ‘commanding heights of the economy.’
 Government factories sprung up quickly and began churning out shirts, watches, fridges, scooters, bicycles, milk, bread, cheese, and practically everything else. But of course these factories made huge losses
 and so there was no money to invest in justice and the rule of law. Astronomical backlogs began to build up in the courts, and even lip-service was no longer paid to the rule of law. By 1975, the government literally entered our bedrooms and began to sterilize some of us by force, like we sterilise unwanted dogs. There was no protector of freedom left in 'free' India.
There was also little incentive for providing this justice and security. After all, it can become very difficult, even embarrassing, to be a corrupt politician if the police are breathing down your neck! Having an efficient police force would backfire very badly against political leaders. So it was allowed to degenerate quickly.
Till today, we are lulled into believing by a frenzy of celebrations that take place on Independence Day, that we are free and that independence was enough. We do not come across a new Gandhi organising protests against the destruction of our freedoms by the absence of the rule of law and rampant corruption. No satyagrahas are seen for these mundane things! You lost your land? No problem! You lost your trade? No problem at all! And what, you were put behind bars without trial, and beaten? Too bad, you should have a paid a bribe!! 

But ever eager to obtain some of the spoils of self-rule, we keep on voting our feudal and socialist classes back into power. 

* * *

For a while at least, everyone genuinely celebrated. Even the poor. This was good! Jobs were being created at an amazing rate, almost all of them in government. All you needed to get one was to bribe a politician and a handful of bureaucrats, for which you could borrow money if necessary. Once you had the job, you could take life really easy. Relax for life! There was never any expectation of real work, no inconvenient questions asked for non-performance. Of course, if you annoyed a politician you were in trouble, but why would you do that? Just give in!
The poor also probably thought that it was a cracking good thing for the feudal and rich urban folk to attend a periodic election festival held with lots of loud mikes and the release of lung energy, attired as ordinary villagers to a fancy-dress ball, and humbly beg them for votes. Large cut-outs of politicians in obsequious postures, if not yet sprawled on their knees, dotted the landscape. 
What fun! This must surely be a revolutionary new theatre! Not everyone in the villages knew that the British had actually gone (some didn’t know they had come in the first place), but surely the heroics accompanying this new festival were worth every bit of time spent listening to the boring speeches! In due course, villagers found themselves being paid good money and given food to be transported free of cost to big cities for 'rallies'. That was a pretty neat too improvement to their entertainment program, too.
But this initial euphoria probably ended rather prematurely with a whimper as a kind of cussed stalemate, reminiscent of the many prior, thousand-year long stalemates seen in Indian history, soon set in.

Despite being touted loudly in the speeches and the ‘many point programmes’
 painted on large billboards, development simply did not take place. 
Despite all the excitement and hubbub, results were spectacularly absent. 
Getting jobs for our relatives who had no capacity for work, enjoying the sight of high and mighty politicians and bureaucrats living off practically no official salaries,
 chanting the mantra “Garibi Hatao”: none of this seemed to do any good. The existing feudal classes merely got richer along with corrupt and officials and politicians at all levels. Corruption escalated dramatically and moved right to the top, much of it in Nehru’s time itself. 

The 'masses' never had an expectation of the accountability of their governments.  And they found it difficult to obtain answers to their questions about why none of the commitments were being met. A solution was to upturn governments during elections. Indira Gandhi’s losing her family’s sinecure in 1977, even after being worshipped in some circles as a goddess, was a turning point of sorts, that demonstrated in no uncertain terms that the Indian voter had of come of age, and expected some accountability. 
But changing a government through elections often meant nothing. A pyrrhic victory at best. For nothing quite changed. All that happened was that new ministers came to power, desperately hungry for their share of the spoils. While some of the ‘older’ ministers had probably become somewhat satiated (ie. ‘eaten enough’), new ministers greedily dipped their snouts into the trough to hog their ‘fair share’ of the loot.
 The swindle and fraud on public funds and the rape of freedom went on relentlessly.

Given this mayhem, urban ‘gentry’ quickly stopped bothering about democratic participation. Corruption haunted the urban middle classes, too, but many of them simply decided to sell their souls and most of them ‘adjusted’.
 They procured whatever freebies they could through ‘influence’, but realised that that they were mere cogs in a giant wheel that no one could ever see end to end, or on the propulsion of which they had no influence. So they decided to opt out of the political process. While adjusting to corruption, say, by giving bribes under ‘unavoidable’ circumstances, most of them continued with their personal ethical standards, which also prevented them from joining the fray of democracy, that has increasingly depended upon funds raised through unpalatable means (in chapter 5 I explore the political counterpart of Gresham's Law where bad character drives out good).
On the other hand, village folk continued to participate in the new democracy in great numbers, because appointing ministers or getting rid of them, gave them some solace in the dark recesses of their poverty-stricken life. When measured by the participation levels of a previously dis-empowered population, independence and democracy in India have been an unqualified success, awakening the self-respect of the people. 

In the midst of all this, by about the early-1970s, the urban elite simply began abandoning India to its fate. A large number of them began to groom their children to leave India, some more accidentally than by design. 

Things were getting bad. This stalemate was rapidly deteriorating, into a lose-lose situation for everyone in India. Even Nehru’s children and grandchildren were no longer safe in his socialist haven. Indira Gandhi’s life was cut short, as was Rajiv Gandhi’s. Fear and terror raised their ugly head wherever anyone looked. And communal rioting kept the country ablaze. A sense of despair fell like a dark cloud over India. We were losing generals, commissioners, deputy commissioners, and thousands of policemen to the unending rebellions and anti-national revolutions. 
My personal experiences in the late 1980s and early 1990s, with chronic terrorism in Assam, of bodies blown apart in buses, of ambushing terrorists, of escaping from a bridge on fire, of moving about with the police in pitch darkness at night, revolver in hand, probably reflected the mood of the country. Even now, terrorist organisations remain very strong, having developed networks among frustrated Indians in every walk of life. No one is truly safe, anywhere.

Today, our nation offers few opportunities for its children, a society that lives in constant fear, where law and order is a dream, not an expectation, and where everybody has learnt to survive on ‘connections’. 
Many of India’s young people now simply accept corruption as part of life. They do not question why it has come into being, and why it should be our national trait. There is no idealism today. More painfully, almost every educated young person in India wants out. And their parents probably support it today, even if very reluctantly, as their plans for old-age go awry. 

The fearful, besieged government is in retreat. After so many politicians and officials have been killed over the years, governments are afraid of citizens equally as citizens are afraid of governments. While we are a free nation, we have physically shut down almost all doors and entrances to government offices, even those that the British built and were open in those ‘bad’ days for people to freely come in and meet the relevant functionary. Our leaders (called ‘VVIPs’) are escorted by armed gunmen with masked faces. ‘Free’ Indians, with the poorest of us being the most vulnerable, are stopped daily at numerous check posts by the police or watched at zigzag barriers by our ‘big brother’ government. It is perhaps fair to say that our government today is not the exemplar of approachability.

But even with all this we never seem to tire of socialism but instead, ask for more! “Whip us if you will, please, O Divine politicians!” we say. “Be as corrupt as you like, take away our property and wealth and even our childrens’ lives! We will not demand anything from you; in any event, not our freedom and security.” I wonder what else was the purpose of having political leaders in the first place?
Not much difference between feudal serfs and us today, the so-called free Indians. 
Except that the feudal serfs did rebel from time to time but we love our tyrannical governments, or more likely, believe that it is the best of all possible worlds “under the given situation”. We always have ‘special circumstances’ to explain our failures. Or maybe we don’t protest since we have at least one relative who holds an important position in government, and therefore we simply manage to negotiate our way through this mess when in need, instead of demanding professionalism in government by which everyone should be treated in the best possible way. 

I’d like to suggest that ‘managing to live’ within an un-free, shackled, society is not the way of freedom. It is cowardice. Rebellion is the way of freedom.  We may try to change things and miserably fail, but ‘managing’ or adjusting to the reality is not the way of freedom. 

The one key advantage we have had in India is our almost instinctive sense of tolerance, which is a fundamental requirement of a free society. Unfortunately, in recent times, we have not ‘walked the talk’. We have killed each other, sometimes on a massive scale, using real or imagined trifles as an excuse. We have not demonstrated through our actions that we value human life sufficiently, and that we tolerate, if not respect, each other. 
All the results we are facing today are a consequence of our inadequate emphasis on the requirements of freedom. 

We needed thinkers in the past to battle socialism imposed on us by Nehru and his followers. We need thinkers today to show the world the future of man’s journey towards freedom, and what it takes to advance on this journey. But the great vacuum in our demand for freedom, the great vacuum in thinkers who can articulate the imperatives of freedom, continues till today.
 
Finally, there seems to be a growing clamour largely from educated Indians born after independence, for greater freedom. We may not yet have our Hayek, Ayn Rand, or Jefferson. But I believe that it is about to change. We should hopefully start seeing our own philosophers of freedom soon enough, people who will show the entire world, not just India, how human freedom and dignity support wealth creation and produce the best results for every life form on the planet.

2. Rediscovering Rajaji

Let me spend a moment on man we all call Rajaji. In reviewing India's post-independence history of freedom, we must briefly dwell on this amazing person. 

This man, whose full name is Chakravarthi Rajagopalachari, the second Governor-General of India, and a Bharat Ratna, was a close colleague of Nehru during the independence movement. 

But soon after independence he quickly began to see the risks to India of letting Nehru’s fervour with socialism go unchallenged. He saw that Nehru was creating a leviathan that would strangle the initiative and creativity of the people and squander their limited resources. Despite having fought for independence by Nehru’s side, and without regard for his own advanced age (Rajaji was 80 by then), Rajaji decided to act to block Nehru’s onslaught on freedom. He formed the Freedom (Swatantra) Party, to oppose Nehru's policies.
For the next 14 years till his death in 1972 he waged a battle with Nehru’s Congress to advance freedom. But as Nehru was extremely popular at that time, and also had the resources of the government at his command, Rajaji’s was inevitably a losing battle. 
Nehru’s socialist Frankenstein grew and flourished unchecked even after Nehru’s death in 1964. In fact, socialism seemed to get an entirely new lease of life with Nehru’s daughter’s ascension to India’s throne in 1966. Claiming Nehru’s legacy, and being a much more fanatic socialist than Nehru, Indira Gandhi embarked on a frontal assault on our freedom. Property rights were further diluted. She dismantled many private organisations (by the way, in my dictionary of freedom, ‘private’ means organisations run by us, the people) and nationalised almost everything in sight, including banks and cloth manufacturing mills. She also drew an iron curtain over the Indian economy by shutting it down to world trade. Kicking out IBM with a flourish that would do Beckham proud, she switched off the flow of technology to India. 

This caused our share of world trade to plummet to less than a quarter of what it was at the time of independence. 

Huge shortages became chronic to India’s life. People could not get things like cement to lay bricks in the walls of their homes, leave alone aspire to ‘luxury’ items like electricity, water or scooters. Nehru’s gift to India was his daughter’s bringing India to a halt. At exactly the same time as India reeled under Nehruvian socialism, Japan, Singapore, Taiwan, Hong Kong, South Korea and others were powering their way to developed-country status, exporting through the roof, getting wealthier in leaps and bounds, by merely following the commonly known dictates of freedom found in every library since Adam Smith. 

As I must remain as objective as I possibly can, given the serious adverse consequences that Nehru’s policies have had on my life, and of millions of others, I must acknowledge that Nehru’s limited development of infrastructure was not as bad for India as his policy of aspiring for the commanding heights of the economy. All I complain about is that we got a short straw on infrastructure too, as the extremely scare resources of the economy were drained away on useless objectives. For every Bhakra Nangal dam (so called “temples of modern India”) we got a Modern Bread company that poured our wealth into the Indian Ocean.
If he and his daughter had not dumped a very significant portion of our hard earned money and GDP into government created black holes (government businesses), or shut down the flow of technology forcing us to produce Ambassador cars (Morris of the 1950s vintage) well into the 1990s, and focused instead on increased trade and good governance, like his counterparts in Southeast Asia did, India’s growth rates would have been in double digits since the early 1950s. Had he done so we would easily be six to eight times the economic size of China by now, with half the population we have today.
 We had come from such a low base that even a half-baked set of policies based on freedom would have boosted us like a vasopressin and adrenalin shot given to patients whose heart has stopped beating.

Rajaji kept plugging away against Nehruvian socialism. He wrote about his Party in 1960:
 

“The Swatantra Party stands for the protection of the individual citizen against the increasing trespasses of the State. It is an answer to the challenge of the so-called Socialism of the Indian Congress party. It is founded on the conviction that social justice and welfare can be attained through the fostering of individual interest and individual enterprise in all fields better than through State ownership and Government control. It is based on the truth that bureaucratic management leads to loss of incentive and waste of resources. When the State trespasses beyond what is legitimately within its province, it just hands over the management from those who are interested in frugal and efficient management to bureaucracy which is untrained and uninterested except in its own survival. 

“The Swatantra Party is founded on the claim that individual citizens should be free to hold their property and carry on their professions freely and through binding mutual agreements among themselves and that the State should assist and encourage in every possible way the individual in this freedom, but not seek to replace him.” 

Rajaji’s opposition arguably helped India minimise the excesses of socialism. His party held 44 seats in Parliament in the Fourth Lok Sabha (1967-71). Swatantra was also part of the opposition to the Nath Pai Bill
 that advocated primacy for the Directive Principles of State Policy over Fundamental Rights.
 There were many other occasions when Swatantra acted as the voice of reason in a very unreasonable time. Making use of the free press and democracy, Swatantra pressed on for freedom, regardless of the difficulties it faced, but ran out of steam in 1973.

3. What is happening today?
Even after six decades years of our allegedly trying to catch up with the rest of the world, Western societies have left India in the dust on every indicator of the quality of life. Even poor ‘pseudo-communist’ societies like China have powered far ahead.

And, what do we find instead? 
Many progeny of our freedom fighters have taken full citizenship of other countries. Isn’t that a strange outcome of independence? Were our freedom fighters sacrificing their present merely for the right to send their children and grandchildren permanently abroad? 
Our Constitution continues to tout socialism and our Finance Ministers continue to reiterate India’s commitment to socialism
 (Chidambaram in the Time magazine, March 2005). All this even as we are clearly reaping the benefits of the IMF’s freedom enhancing capitalist policies of the 1990s, of the sort that Rajaji fought for but never got to see in his lifetime. In another context, Chidambram is quoted
 as saying: “Let me tell you very frankly, when I went to the Harvard Business School I was more or less a committed socialist. ... I must confess that I still remained quite pink when I was there.” Which probably means he is not one now? Right? So do l hypocrisy in the air?
Why does the country not remember Rajaji and reject Nehru’s socialism openly? Why do we remain in a state of doldrums? Fresh winds seem to be unable to get through to our minds. It is time for change, and yet India is lost for words, hesitant, even confused. 
Sharad Joshi
 has summarised the state of mind of many Indians very well. I quote him at length:
“Nehru opted for national planning, industrialisation by making the public sectors reach the “commanding heights”, license-permit raj, protection for industries and expropriation of the peasantry. It serves little purpose to argue if Nehru was sincere in his socialist conviction or if he had any real choice. Clearly, he was not dragged to statism by the upper castes and the bureaucracy. He showed no signs of reluctance, much less of resistance. He behaved like a latter-day Emperor Ashoka, spreading the gospel of socialism. It took less than forty years for Nehruvian socialist structures to crumble. Yet, there is no de-Nehruvisation campaign; no pulling down of old icons. Even the more ardent advocates of liberalisation and globalisation start their discourses by bestowing encomiums and paying tributes to Nehru.

“The forty years of socialism saw a phenomenal proliferation of governmental machinery. The license-permit raj brought unprecedented prosperity to bureaucrats, blackmarketeers, smugglers and criminals. They are alarmed at the prospect of any erosion of their ‘privileges.’ Labour unions are organising strikes to resist privatisation. Smugglers and criminals are getting into politics directly to subvert any attempt at thinning of the forest of rules and regulations. Well-known business houses are mounting massive, vicious and expensive campaigns in defence of their right to maintain their stranglehold over Indian consumers and pilfer foreign inventions. Socialists are an extinct species the world over; in India they are still very much alive and kicking.

“Failure of the socialist experiment did not generate any intellectual debate on the lessons of the Nehruvian misadventure or on the options available to the country. Private sector and profiteering have been words of abuse for so long that most people are reluctant to hand over the reins of economy to traders, industrialists and agriculturists. A confused and frightened people are reluctant to jump out of the sinking ship of statism. The socialistic government failed in India but people continued to dream of a government that dispenses charities and provides security nets. Political parties and their leaders make populist promises of cheap food and free lunches to win elections. Even most reformers and liberals
 stoutly hold that government must have a major role to play in areas of health, education and social justice.” 

4. So what is the way out?

I wish I could say that we have learnt our lessons about the grand failure of socialism, and a book such as this is totally irrelevant. I wish I could say that we are now very clear about the need to reform our outdated public administration system and clean out political corruption. I wish we could agree on simple things like asking that the government focus on its basic responsibility of closing the loop of accountability in the society.
 
I wish we could all say in one voice to our governments: 

“Provide us good policing, ensure our safety and give us justice, and leave us alone after that! Please stop doing things that we can do best for ourselves! Laissez faire!” 

But very few people that I have come across in India have made a very clear (stark, black and white) link in their minds between the socialist policies and imperialist administration adopted by Nehru on the one hand, and the frustration they experience in their daily lives on the other. It is extremely confounding to people to have such a large population surrounding them, and so the blame is commonly directed at the population itself, or at the abysmal poverty, at the intolerable squalor of our public places, and at times, even at the unbearable weather. These things hit our minds and blank it out. One problem is offered as the cause for the other problem! And so on. But what started it? Who started it?
What distresses me the most is that almost all the solutions I have heard of promoted in India still ask the government to do something about ‘the problem’! which amounts to feeding a Frankenstein even more human heads! 
Can we please stop running around helter-skelter, pointing fingers in every direction, and understand the root causes of our grief? Increasing the role of government is not the way to help ourselves out of this situation. 
Your role and my role is to advance freedom, which will help bequeath to our children a country that they can be truly proud of. The only way out of this mess is to break free of Nehru! 
Our challenge now, in S.P. Aiyar’s
 words, is to find “solutions appropriate to given situations but only those compatible with freedom.”
The good thing about what is happening today is that while the Indian government is not the best protector of freedom in the world, it does not censor books of this sort. It does not prevent people talking about their views. Its laws almost fully protect freedom. We are almost there! Just a little nudge, including (i) making our governments get out of things where they have no business, and (ii) rebuilding our institutions of governance to make them compatible with the transparency and accountability which are the fundamental tenets of freedom; and we would have the freest country in the world, thus ultimately the greatest. Many other parts of the world have a much longer way to go than us, and one can only wish them luck. 
It is imperative therefore, I’d suggest, for all of us to actively participate in the democratic and political processes in India. In particular, organisations like the ULFA that believe that the Indian system does not provide them the level of freedom they want for the people they allegedly represent, should lay down arms which are a sure sign of weakness in argument and totally violative of the concepts of freedom, and talk in public forums about what can be done to improve India. The way of freedom is to persuade through discussion and debate. Let such organisations write books and show us precisely how we can all work together to enhance the freedoms of people who come under the fold of India. 

The rest of this book is my take on the way out of this mess.
I first cover the key elements of what I believe a free society looks like and how it works, then I discuss the systemic defects in our political and administrative systems, and end with my recommendations (for whatever these are worth), of how we can break free of Nehruvian socialism and finally become a free nation.

Chapter 2. What does a free society look like?
Before we consider how to take India to freedom we need to know where to take it.  We could examine some characteristics of a free society to get an indication of how India would look when it came free.
I have therefore outlined, rather impressionistically, a picture of what, in my view, a free society looks like.  As the complete package of freedom has not yet been fully enunciated anywhere in the world, let alone fully applied, therefore no society in the world today is organised entirely on the principles of freedom, and we will have to search many societies to find where they are more free than others, to determine what free societies look. In the real world, therefore, there are many relativities of freedom, and some indicators of such freedom have already been developed. 

My list below is more impressionistic than such indicators. However, on a matter as intangible as freedom, I suspect that one's own impressions are likely to be more or less consistent with what an academic researcher will arrive at. 
1. Free societies are magnets
First, we find that free societies appear are extremely attractive from the ‘outside’, much ‘greener’. Free societies are perceived to be ‘a land of opportunity’, and most people from all over the world want to live in such societies. 
While economic reasons do impel people to work in Saudi Arabia or Libya, for the most part migrants Move not merely from a desire for a better standard of living, but a desire for the opportunity to achieve their (and their children's) highest potential.  In fact, we note that when people move for work to shackled societies that pay good money, they are unlikely to, by and large, take their children with them.
By virtue of institutions that support equality of opportunity and justice, free societies act as powerful magnets, continuously sucking in the brightest talent from societies that are less free. The USA acts as a super-magnet for millions of people from across the world, largely in recognition of its relatively high levels of freedom and low levels of governmental oppression.
I would therefore put the attractiveness of a society to potential migrants at the very top of a list of indicators that give us the most glowing report of a free society. What is a society’s net balance of migration? Does a society attract more migrants or do more of its citizens emigrate? The less the freedom a society has, the greater the exodus. People fled, often at great personal risk, from the former Soviet Union, erstwhile East Germany, and Mao’s China, and flee from North Korea today. 
Indians too were fleeing in fairly large numbers from socialist oppression till very recently when the economy has opened up a bit, stemming the exodus slightly. In fact, there are reports that many talented Indians are not only willing to stay on in their own country, but that quite a few of our previous emigrants are even coming back! That’s good news for India, and is comparable with what happened in East Asian countries where initially, under conditions that were very disorganised and not quite free, many people left for the USA, but after good governance had been established, a large number of Koreans, Taiwanese, and others, returned to the native countries from the USA, further accentuating the virtuous cycle of development and freedom.
It would be time for us to declare India relatively free when it receives more migrants than people who leave its shores. When hundreds of thousands of from the currently more free countries in Europe, Australasia and North America stand in a queue in their respective countries outside the Indian Embassy, wanting to obtain permanent residency in India, we would have no doubt about India’s level of freedom (and whenever that finally happens, I assume that we will be honoured and will readily invite them into our country with open arms, as we have, all streams of migrants to India in the past). 
A consequence of this people-magnetism is that free societies are almost always multi-cultural and multi-ethnic melting pots, which means that at one time, India must have been a much more free society than what it is today. Mass migrations took place into India from all over the world and India has been the world’s largest melting pot for thousands of years, well before America became one, followed now, partially, by Australia and UK. It is only under the socialist regimes of the past five decades that not only did no one else want to join our party, but our own people started abandoning India in large numbers. Independent India has not been the world’s greatest land of opportunity. We have not been the beacon of freedom, tolerance and respect that attracts the world to our doorsteps. It is more accurate to say that today we are a land of missed opportunities. 
Countries that do not become melting pots are likely to be less free, possibly in subtle, hard to see, ways. That many people do not choose to migrate even to a country as wealthy as Japan should lead us to suspect, as a foremost cause, its potential lack of freedom. Such a supposition seems to be well-supported by evidence, as its migration policies are reportedly not transparent and possibly racist.
 
It is not the run-of-the-mill civil servants like me leaving India on finding that they are effectively restricting the freedoms of their people by participating in government, that we should be worried about. It is the engineers and scientists we have lost since the 1960s, many of whom have produced outstanding products and created great wealth both for themselves and for the citizens of other countries. While some of them may now want to contribute a mite to India, or send remittances, that is not the same as their working in India, providing useful training and employment to thousands of people within their own country. 
The exodus has generally been accelerating, as seen in the tables below. India loses a net 7 people out of 100,000 each year to migration (after taking into account those who return to India), which may not sound much, but these are very often its more, if not the most, talented people. “Indians in the United States are almost 20 times more likely to be college educated than Indians in India.”

Indian emigrants to the United States

	Year
	Number
	Percentage of total immigrants received by USA

	1998
	36,482
	(5.6)

	1999
	30,237
	(4,7)

	2000
	42,046
	(4.9)

	2001
	70,290
	(6.6)


Indians emigrants to Australia

	Year
	Number

	1992-93
	3553

	2001-02
	5091

	2002-03
	5783


Indians form the largest single group of migrants to Australia in 2006. The number of new students from India coming to Australia to study also exceeds 25,000 each year. Most of these well qualified students will become eligible to become permanent residents of Australia after completing their studies. With western societies rapidly increasing their intake of skilled migrants, high quality talent has opportunities everywhere now, and the new generation in India will decide what works for them best. 
Corruption and bad governance are major issues for India to deal with. 32 year old Anand Akolkar who migrated from Gujarat to Australia in May 2006 was quoted in The Age on 30 July 2006 as saying, “[Australia] is much better than India. In India, you see a lot of corruption and its getting worse day by day.” If India does not reform its governance and become a free nation, we can expect to see many of its best people leaving India even today, particularly those who are both intelligent and honest; in other words the most valuable people of India.  
While recent reports indicate that half our IIT graduates are now finding satisfying and challenging work inside India (earlier it was only 10 per cent – 90 per cent used to leave India), 50% is still not good enough. Losing half the country's top talent remains a serious concern. 
We are in no way close to the time when the best American scientists will want to come to our universities to study, or people from across the world will line up for our own ‘Orange Card’ permanent residency. 

2. Free societies are socially flexible and relaxed
Free societies are socially mobile. By this I mean people moving up and down the economic and social ladder, quickly, even over a single generation or two. In other words, in a free society each generation is able to gather its wits about itself, reflect on its own capability and interests, explore all opportunities that are available to it, and maximise its creative contributions in the direction for which it is best equipped. 
A free society does not stifle the creative talents of its younger generations. It does not distinguish between its people on any predetermined characteristic, eg. caste, tribe, sex, or age. Everyone gets an equal chance to display their talent. As a consequence, in a free society children usually work in occupations different from their parents, live in cities different to where they were born, and create new cultural lifestyles for themselves. Therefore, free societies are extremely dynamic and capable of rapid advances in all realms of knowledge and human activity.
Free societies allow each generation the full liberty to explore the knowledge and wisdom both of the past and present, and choose to abide with things that are found to have eternal value. For instance, a free person could easily go well beyond the ethical standards of the past in a search for greater freedom, equality of opportunity, and human dignity.  Members of a free societies are not constrained by the fact that some time in the past, their ancestors were head-hunters. Through a critical examination of the past, new and higher standards of freedom and justice are invoked.
As an illustrative corollary, free societies have only a minimal regard to age (seniority) as a factor in determining social respectability. Far more important than a person’s age is that person’s creativity, innovation, and contribution to society (merit). Just attribution of social value requires that the actual contribution and action be valued, not a person’s personal characteristics such as what they eat, drink, or how many gray hairs they have.
Similarly, free societies put limited, if any, restrictions on behaviour. It is not possible to have a truly free society if people are forced into a mental straightjacket. The living, breathing, fun-loving people in a free society are able to let their hair down at the beach, or simply lie down on a bench in a park.
 Freedom is a state of mind of relaxed tolerance, and even appreciation, of the world around us in all its strange diversity.
This leads, or should lead to, in the end, a contented or even happy expression on the average person’s face in a free society. I suspect that a bird living a free life flies and chirps differently from a caged one. Solemn, sad, and weary faces on the average citizen are not symptomatic of the highest levels of freedom. This is not a measurable yardstick and I leave it to individual judgement to determine whether a society such as Australia has more happy faces on average than a society like Hitler’s Germany would have had. Numerous measures of happiness are being devised by academics now. Some of these measures confirm the hypothesis that societies that are freer, and thus generally more well-off, are also happier.
 This is of course a very difficult area of research, and happiness, at the end of the day, remains a personal choice. 

Social flexibility in India

Economic mobility and dynamism, including occupational mobility, seems to be increasing, and has accelerated after the reforms of 1991. The same cannot be said of social mobility.
India’s dominant religion has institutionalised discrimination through caste. But beyond this there are numerous other social constraints within India, including linguistic barriers that make social flexibility in India a bit hard. For instance, Indian citizens generally do not feel comfortable in migrating from one part of the country to the other; there is often a doubt that they will be able to adapt. There also seems to be no place in India for people who have renounced their traditional culture. While some migrate to metropolitan cities, the intermingling that is crucial if India is to become a truly welcoming and free country is just not happening enough. 
While the advanced Western societies are debating the challenges of being multicultural with migrants from up to 140 countries, we have not yet had the debates that lead to a reduction in strong parochial pressures within the country. Someone needs to robustly challenge the very existence of the totally unsustainable shackle on freedom, for instance, that we call ‘son of the soil’. Everyone in a free India should feel very comfortable and welcome in migrating to other parts of India. 
It is untenable for a free country to have numerous zones where ‘others’ are prohibited from buying land or even visiting without permits. 
An Indian sitting in India can buy land in Australia (subject to minor policy requirements
) but not in Meghalaya, Kashmir, or numerous other Indian places. An Indian tourist can visit any part of Australia but an Indian citizen can’t go to Arunachal Pradesh without a permit. 
Alternatively, if our religious, caste, tribe, and geographical based loyalties, verging on xenophobia, are so vitally important to us, we should bring these out in the open, declare ourselves to be a primitive country, reverse our aspiration to be a free nation, fight and kill ourselves, and split into a million poverty ridden, warring, foolish nation states. 
Becoming a modern free nation will need us to grow a big and fearless heart that accommodates, and even welcomes, all kinds of diversity.
In sum, we are not yet close to levels of social and economic flexibility that will indicate that we are a free society. 

3. Free societies do not breed terrorists

I want to throw in what to me is an important indicator of free societies, at this point. This indicator is not a positive indicator; but is demonstrated by the absence of something. Free societies do not breed large-scale terrorism.
 
Why is a free society antithetical to terrorism and violent political discourse? That is because its people are well-educated, prosperous, aware of their obligations, as well as conscious of the great importance of life and freedom. People in a truly free society can attain their individual potential, ie. obtain the most that is possible for them in their life, through their hard work and diligence. They don't need to take recourse to crime and terror.

Many people have found it interesting that India has the world’s second-largest Muslim population but our Muslim brothers did not participate in the wave of global terrorism that was unleashed by some Muslim fanatics in 2001, something that finds support in neighbouring Pakistan. This is not something that has happened by accident. Despite its low levels of freedom displayed on some indicators, India does have a significant portion of the mechanics of freedom, such as (an imperfect) democracy and a (relatively) free press. Even these limited measures have been therapeutic, and, so far as large scale terrorism is concerned, preventative. 
Mechanisms that enable voice in free societies act as a vent for frustration that we all naturally experience at some time or other with aspects of a society’s functioning. Even though our vents for dissent are not quite satisfactory, it is a fact that our political processes have engaged all categories and classes of citizens in consultations. Muslims have been consulted both as individuals and as a group. Some of their aspirations have been included in various policy platforms, even as  debates rage on regarding things like the uniform civil code. Individuals of all denominations and predilections have had an opportunity to contribute to the political process in India, despite a number of systematic weaknesses in the system. 
And therefore, even though India’s partition was based on an ill-advised denominational criterion, our democratic and secular framework has prevented extreme unhappiness and frustration from festering among most minority religious groups. And yet, we continue to generate terrorist outfits like the ULFA and the Kashmiri militancy. 
To that extent we can’t be called a free country and have a lot of work to do to demonstrate that we really value life and freedom. This includes being willing to talk as equals and with patience, with those who advocate terrorism as a method of solving perceived problems. Going out of the way to offer them a platform to join in an open and public discussion, debate, and political process, would be the way of a free society; for instance organising television debates with terrorist organisations. 
I am confident that a Gandhi would not hesitate to engage in debate openly and publicly with anyone who is displeased with the way a society is functioning, and brainstorm ideas for identifying and solving perceived problems. If the focus is kept solely on issues, and not on the persons involved, then there is no reason why any human problem can’t be solved amicably. 
The reason why we don’t even try these things is because we don’t have leaders of the calibre of Gandhi any longer who could engage in calm and objective discourse with people who believe in the path of terrorism. The other reason is that we have not yet got our own house in order, and have a muddied slate to show, with nepotism, corruption and disregard for the rule of law rampant in our dealings with each other. We are probably guilty of some of the things that terrorists point fingers at us for.
4. Free societies are innovative

This fourth, and the next two indicators, to my mind, accompany free societies but may also, for a short while, accompany societies that are not so free. These: fourth, fifth, and sixth indicators, could therefore be called the ‘necessary but not sufficient indicators’ of freedom to distinguish them from the first three, which together, seem to me to be sufficient indicators of freedom. 

Innovation depends upon the free exercise of our intellect, perhaps as no other human activity does. Innovation comes from fresh, new thinking, which needs a mind to be free of ‘hangovers’. While necessity is reputedly the mother of invention, we know that necessity cannot foster invention in primitive tribal societies that do not permit individual creativity and wide ranging thought. 
In a free society, citizens are free to think without the slightest fear of retribution. Indeed, free societies encourage citizens to think, to explore and throw up as many new ideas is possible, that can be then debated and incorporated into the society if found useful. Thousands of books like this one, each preaching its own set of possibly different solutions, is an indicator of a free society, as that will lead to innovation and greater freedom. Abundance of ideas must come first. It all begins in the head.
As a consequence of this radically different mindset towards life and its opportunities, free societies are constantly churning up a storm of new ideas in every sphere of life. Innovation does not merely mean invention or discovery. To create a new process of production is innovative, as is the marketing of an existing product in a different way. I do not claim that Australia is a completely free society (it would be classified as close to being free), but for a society of this tiny size, its constant flow of new ideas and useful innovations in a wide range of human activity is a strong indicator of its level of freedom. 
Societies that are truly free do not resist new things or new ideas, and give them a chance to be considered on merit. Free societies are distinguished by the existence of large and productive networks of individuals both within a particular category of activity, and across many categories. For instance, such societies are literally bubbling with energetic organisations both professional and social that permit and encourage significant sharing of knowledge, even within areas that would, in closed societies, be deemed off-limits, such as defence technology. And a tiny society like Australia finds an adequate market for the successful publication of tens of highly specialised magazines on a range of issues, such as gardening, painting, cars, computers, cooking, boats, travel, geography, electronics, rock climbing, orchids, dogs, horses, cricket, and so on.
At the same time, it is possible to cite instances of ‘innovation’ in societies that do not enjoy anything resembling freedom. However, such ‘innovation’, if we can call it that, has almost always been limited to warfare, and even there fostered through the theft of intellectual property. The erstwhile Soviet Union was often dependent on its spy agencies for its ‘innovations’. Nazi Germany and imperial Japan also come to mind where a fanatic nationalism harnessed through emotive brainwashing led to some people focusing their intellect single-mindedly on warfare. That focus, a kind of ‘evil genius’, does not have much breadth of vision and invariably digs its own grave. It was impossible for modern Germany or Japan to have become as innovative as they are today, in their post World War II avataars without their democracy, open economy, and attendant freedoms.

Innovation in India

Scientific papers are only a crude shorthand or proxy for innovation, which is much broader in scope. But we can get some idea about our innovativeness from them. 

First, some quantity rankings of India’s research output. Nature reported in 1996
 that between 1980 and 1995 Indian research publications in science literature of the world plummeted by 32 per cent. India’s ranking declined from 8th in 1980 to 13th in 1995. S. Arunachalam confirmed in 2004
 that India’s rank in world output of scientific papers covered in the Science Citation Index (SCI) had slid from 8th in 1980 to 15th in 2000.
	No.
	Country
	Papers published
(2000 SCI CD-ROM)

	1
	USA
	2,62,892

	2
	Japan
	68,056

	3
	UK
	63,972

	4
	Germany
	63,365

	5
	France
	44,990

	6
	Canada
	31,929

	7
	Italy
	31,673

	8
	Russia
	23,041

	9
	PR China
	22,061

	10
	Spain
	20,546

	11
	Australia (pop. 2 crore)
	19,067

	12
	The Netherlands
	18,826

	13
	Sweden
	14,278

	14
	Switzerland
	13,828

	15
	India (pop. 100 crore)
	12,127

	16
	South Korea
	12,013


Source: “Is science in India on the decline?” in Current Science. Vol. 83(2). 25 July 2002.
A second indicator, quality rankings of research (a much better indicator), hit a 81st position in 1989 from 57th in 1985 according to the Nature article cited earlier, which pointed out that “lack of motivation, a feudal work culture and absence of dynamic and inspiring leadership are equally important” factors leading to the decline in Indian science. We have all heard of stories of machinations and politics that take place within the walls of Indian science and research.
Third, let us look at our innovation in industry. As our private industry was so sheltered in the past under a mixture of mercantilism and socialism, it was able to cruise along, right into the 1990s, on Western inventions of the 1950s. For a long time we failed to produce even a new car. That has changed with liberalisation. Indian innovation has significantly increased as a result of opening our economy in 1991, particularly in the information technology industry, which was fortunate enough to completely short-circuit bribe-hungry government babus by sending out intangible products, electrons, that they could not see and thus laid their hands upon! 
In summary, we remain a remote backbencher in innovation as measured by research output and quality per capita, or business innovation.
Australia, with one-fiftieth of India’s population, not only produces world class athletes in swimming, cricket, hockey, even football, but also produces more research papers than India and has also produced 9
 Nobel prizes with eight of them in science and one in literature, as against 8,
 including three in science, in India. On this scale we are less than 1/50th as innovative as Australia. 
All this evidence points to India not being free. 
5. Free societies are wealthy

A free society is necessarily wealthy. In fact, it is impossible for a free society to be poor.

Openness and competition are the critical drivers of wealth generation in non-oil rich societies. Through free trade and internal competition, free societies create huge amounts of wealth on the formula ‘patented’ by Adam Smith. Western societies that have adopted classical liberal principles, even if partially, over the past 200 years are now world leaders in wealth. 
India’s wealth

South Korea’s GDP was one-twentieth of India’s in 1965 using standard measures of income comparison, ie. not using PPP.
 In other words, the South Korean economy was smaller than an average state of India back then. Our GDP should therefore have been at least 20 times that of South Korea’s by now on the same criteria but it is not. By 2005, the South Korean GDP was in fact slightly greater than India’s, with both being around $790 billion (World Bank estimates). In other words, South Korea grew 20 times more than India did in the last 40 years.

If we use PPP measures, India’s GDP was $3.8 trillion and Korea’s $1 trillion, in 2005. Comparable calculations for 1965 are not readily available on this indicator, which was developed later, but there is no compelling reason to believe that there was a significant difference in per capita incomes of the citizens of these two countries, 40 years ago. That still means that an average Korean earns 6 times what the average Indian earns, at $21,850 compared with $3,650. In other words, South Korea grew 6 times more than India did in the last 40 years.

Either way, South Korea has significantly outperformed India in the past 40 years, or slightly over one generation. As South Korea has 500,00,000 people, it is not a small country by any standard, so we can’t explain this performance by simply waving our hands about in the air and saying that South Korea’s case doesn’t apply to us.
 
In fact, this is one more proof of Adam Smith's fundamental formula for the generation of the Wealth of Nations being correct. Korea merely followed standard text book models of economic and political freedom. It freed the shackles on its economy by becoming a full-fledged capitalist democracy and reaped its natural rewards. Not only did it produce enormous wealth, but it is recognized today as one of the most innovative societies in the world.
As India continues to be appallingly poor, we deduce without any possibility of contradiction, that it is not free. 
6. People in free societies live longer, are taller and smarter
Now, economic success or wealth, that is usually an outcome of freedom (except in cases like Saudi Arabia) drives things like health and height, primarily through its impact on nutrition.

If we take two plant seedlings from the same genetic stock but give them different amounts of sunlight and nutrition, their growth and ultimate heights are seen to be entirely different. The effects of nutrition (wealth) on human height are similarly well-documented, and quite startling. It does not come as a surprise to us, therefore, that young South Koreans, who were the same height as their North Korean counterparts before these countries chose opposing levels of freedom, are now found to be as much as 8 cm taller, on average, than their North Korean counterparts, or change seen in merely two generations. Further, that wealthier countries are generally healthier, as measured by longevity, is another commonly acknowledged statistic.

However, not merely height, even intelligence is affected by the level of freedom in a society (or family).

	Box

How freedom impacts IQ

IQ is a much harder variable to impact than health and height. Some argue that it is completely invariant and that no one can change it over a lifetime.

That is however, no longer believed to be true.

The current measures show that the average IQ of people in India is about 15 points lower than those of Western, free country, populations.
 What does this mean, and where does this disparity come from?

There is a full-fledged research industry that is currently exploring the relationship between IQ and national income. For instance, in 2002, two academicians tried to ‘show’ that IQs of countries ‘predict’ their economic success after they found (small) correlations between the two series.
 
But I suggest that drawing such a conclusion is a fallacy of the sort committed by beginning students of statistics. Just because two variables have a small correlation, it doesn’t mean that causality is involved. Or if there is a causality, it is not in the direction speculated by the beginning student. We wake up when the sun comes out. Does it mean that the sun's rising is caused by our waking? The fundamental requirement for an econometric model is a theory to explain the model; else one can start proving causality of the most absurd sort in a matter of minutes.
Now, I actually think that there is a (relatively distant) relationship between these two variables, but that it works the other way around, namely, that per capita freedom and consequent economic success, is a partial predictor of IQ. In other words, I suggest that it is our lack of freedom that has made Indians relatively less capable than people in the free, developed world. 

This is how a theory of this relationship could work: 
The brain needs a lot of good food to grow, and a lot of stimulation to create connections. Freedom impacts our brains through the following pathways:

1. Wealth creation, a natural product of freedom, leads to a nutritional advantage for children, and improved education and opportunities for learning. IQs have increased by up to 21 points in 50 years in some countries in the West (Flynn effect) as these societies have grown wealthier. As western nations have not been visibly mutating at an alarming rate in this short period of 50 years, nutrition and prosperity are most likely causing this change. Parents in wealthier countries are able to provide more intellectual stimulation to their children, with the consequent across-the-board increases in IQ. Studies also show that when children from very poor families are adopted into wealthy families, their IQs become, on average, dramatically higher than their parents. Wealth spurs intelligence to higher levels.
· The culture of openness and discovery in a free society encourages innovative thinking; The greater the flexibility in thinking, the greater is the number of brain connections formed, and hence IQ. The difference in the mode of teaching in India and countries like Australia where each child is encouraged to be as creative as possible and to conduct independent research virtually from kindergarten, as opposed to rote learning used in India, is another critical cultural driver that impacts IQs. Just like in everything else, for example with our public administration where we still follow outdated British models, there has been virtually no change to Indian educational practices over the past 200 years.
· The respect for the individual found in free societies also improves IQs. Its opposite, caste discrimination has been shown ‘to reduce’ IQs. For instance, the Buraku, the ‘lower caste’ in Japan, do as well as other Japanese upon migration to USA where they do not face discrimination. In other words, when discrimination is removed, IQs rebound. Intangibles like dignity and respect, that are determined by the level of freedom and tolerance in a society, therefore impact IQs.
I therefore believe that once India adopts a package of freedom of the sort suggested in this book, it should only take another generation or two for the observed gap between the average IQs of Indians and the Western countries to be significantly closed. 
If thereafter, India were to aspire to become the world leader in freedom, its average IQ would increase even further, probably exceeding average IQs in the West, on the pattern seen in the West today, where children of parents of Indian origin in these countries generally outperform the average Western child. 

A very strong virtuous cycle can then be established, with freedom leading to wealth generation, better nutrition, greater intelligence and innovation, and these in turn leading to greater freedom.
Regrettably, India continues to pay a very steep price, in this case through the stunted intellectual growth of the vast majority of its people, for Nehru's socialism.


In conclusion, India has enormous scope to become many times freer than what it is today, and enormously better off physically and mentally. As freedom can never be newly created, but only restored back to us, a lot of freedom is being destroyed in our country today, and this destruction of freedom and thus of our potential, needs to stop. 
There are a few simple steps to stop destroying our freedom that I will touch upon elsewhere in the book, particularly in chapter 7. It would then take a decade of serious work to completely shift India's level of freedom, and therefore its outcomes and further potential. In the next chapter, though, I spend some time to unpack the inner workings of a free society. That is the ‘operational’ end of freedom, and it will guide us on how we can get to a point where the indicators of freedom discussed in this chapter will all light up, and declare us free.
Chapter 3. Inner workings of a free society
Now that we know what a free India will look like and feel like, it is time to open the innards of a free society to observe how it works. We need to find out how the independent energies of people, impelled freely in the most diverse directions and un-co-ordinated directions, are co-ordinated freely, and problems arising on the way such as cheating and deception, are resolved, in order to produce the great globs of wealth, health and innovation that we have commented on earlier.
A working knowledge of these processes will help us write our 'prescription' for how India has to get there.
On opening up a free society we find a healthy hustle and bustle of arterial processes such as free markets and organs such as free press and governments. All these seem to play a role in managing the energies of the millions of people who populate this society. The entire package, known as capitalism, and the philosophy that underpins it, classical liberalism,
 is the basic model that drives free societies. The model runs on the oxygen of freedom.
This model, when understood in a functional sense, will be able to get us to the point we want to go to. But its detailed application will prove a bit more tricky than simply making notes of these mechanics, due to 'path dependence'. Depending on the state of the patient (eg. India's freedom indicators, processes, and institutions), and what the patient has been eating (type of socialism), a good doctor has to incrementally rebuild the patient's capability and allow it to first start walking, before letting it run.
As battles for a free press have been more or less won in India
 I will skip discussion of this crucial organ of a free society. However, as arguments in favour of an effective democratic model and free markets have not been widely internalised in India, there is value in observing these two processes in some detail. 
I begin by highlighting some of the key issues that arise when creating effective governance and wealth creation models.

1. Generating and sustaining a good government. A non-predatory and wise arbitrator of individual accountability, and protector of our security, is far more difficult to create and maintain than is commonly understood.
 Good governments do not arise magically from our natural tribal state, but need a lot of hard thinking and hard work. The fact that we have not bothered much about the mechanics of governance is, in my view, the primary cause of our extremely shoddy machinery of governance.  It could be said without being too theatrical that in 1947 we sat down on the seat vacated by the British in the Imperial ‘horse-driven carriage’ that they had been driving around for 90 years, replaced the horses with bullocks pulling in different directions (Directive Principles of State Policy, in 1950), added upside-down aeroplane wings (Nehruvian socialism), and now expect this contraption to fly. It won’t.
2. Fostering innovation and wealth creation. Innovation and wealth creation is also difficult to generate and sustain, given the inborn resistance of ‘rulers’ to let people do what they want to do. We (particularly once we are anointed into governmental positions) are nature-made busybodies, wanting to interfere in everyone’s affairs. ‘Free markets’ sounds like a terrible cop-out to politicians.  What would they do if everyone did everything by themselves? 
There is thus a mental roadblock when thinking of free markets. That people could buy and sell voluntarily without ‘our’ supervision sends shivers down our spine. We elegantly call it market failure to shield our interfering urges and addictions from sounding personal. In doing so we shut our eyes to the blatant failures of government, that keep raising their head wherever governments take the slightest step. 
At other times, we may be challenged emotionally. We may be unable to reconcile in our minds the outcomes of a free market, namely, far greater wealth but also far greater inequality, with our preferred position on equality. We’d like everyone to have exactly the same amount of money (except of course that it doesn’t apply to our maidservants,
 with whom we negotiate very hard and pay only the ‘going market rate’).  

In fact, given the very important role played by the concept of equality (or its variant, equity, or egalitarianism) in driving political debate everywhere in the world, I plan to briefly discuss the concept of equality, and to show that it has simply no meaningful content even though it is very shiny and attractive from the outside. I will then briefly discuss equality of opportunity, which is the driver of a free society. 

Of the two major topics covered in this chapter, I begin with that part of the mechanics of freedom which creates innovation and wealth.

1. Wealth creation through free markets 

No society can be free without its markets being almost entirely free, at a level which can still be free market. The qualification on ‘free’ is something I’ll come to a little later. 
When many of us talk of ‘free’ press, and advocate more of it, we feel a sense of righteousness, even pride in our position. More of this particular ‘free’ thing is better. Well, it turns out that the same holds true with free markets.
An adult human being, unless seriously challenged mentally, is expected to be competent enough to determine what is, broadly, in his or her self interest. The citizens of one or more nations, when voluntarily (ie. without coercion
) exchanging goods and services produced or sourced by them, and valuing these goods and services through the exercise of their unhindered judgment, are said to constitute a market. Markets are thus agglomerations of two or more trading people (including organisations of people) at a point in time, and cover a vast majority of our interactions with others.
 
There is no obligation for markets to be located near each other. In other words, if when living in Australia, I buy a book from Amazon.com which ships it to me from USA, I become part of the online market. A market is therefore a fairly general concept. It can refer to a shop or shopping centre, a web site, an auction centre, a foreign exchange interbank market, and so on. Effectively, a market is any interface or platform of voluntarily agreed, commercial, interaction. Similar principles that apply to a market can also apply to non-commercial exchange or ‘trade’.
 
We are able to reasonably assume under this non-coercive arrangement that people agree to buy something only if they are made better off by the purchase.
 Similarly, they do not sell unless they are made better off. 
Note that these assumptions relates to the point in time when a trade is agreed upon. Both the buyer and the seller feel better off at that moment.  If this were not valid, it would mean that some people are deliberately choosing to make themselves worse off, which is irrational, and doesn’t make sense. There remains the 'limiting' case, when trade is agreed to by someone who is not made better off, but remains as well off as before.
 This limiting case is a mere mathematical curiosity, as I'm not aware any trade in my life where I could conclude that I have traded something without becoming better off. Even when I give something in charity, I receive some benefit, utility, in return. 
It is safe to assume, for all practical purposes, that trading in markets always make us better off
 at the point in time when we agreed to the trade. 
I must highlight here that for trade to genuinely make someone better off, both parties are assumed to conduct the trade in good faith.  If one, or both, of the parties intends to deceive the other, then it becomes cheating rather than trade. The smooth flow of markets depends on integrity.

In the simple market I have outlined, individual choice is given full regard. Each of us determines the outcomes that are finally observed, through our choices. That is very democratic. I cite a succinct passage from Ludwig von Mises about this market democracy:
 

“Within the market society the working of the price mechanism makes the consumers supreme. They determine through the prices they pay and through the amount of their purchases both the quantity and quality of production. They determine directly the prices of consumers’ goods, and thereby indirectly the price of all material factors of production and the wages of all hands employed. . . In that endless rotating mechanism [i.e., a market society] the entrepreneurs and capitalists are the servants of the consumers. The consumers are the masters, to whose whims the entrepreneurs and capitalists must adjust their investments and methods of production. The market chooses the entrepreneurs and the capitalists and removes them as soon as they prove failures. The market is a democracy in which every penny gives a right to vote and where voting is repeated every day.”

Problems do arise when discrepancies are discovered between what was agreed to  and what was delivered. In some cases even, human life can be limb harmed through negligent transactions. In other cases, the buyer or seller, or both, may pass on costs to others who were not involved in the trade. In each of these cases, it is possible that deliberate negligence or deceit may have taken place, and if so, a free society requires that accountability be upheld. 
I briefly discuss these failures in accountability below and derive from these ethical (not market) failures a role for government in markets, primarily as a provider of justice. 
Failures of accountability (justice) in the marketplace

Three types of failures of accountability (and hence of freedom) are sometimes observed in a marketplace. 

i. Variation in promised economic value

At times, we go back from a shopping trip and find a rotten egg, or a seller inadvertently under-quotes and finds he will make a small loss because certain inputs turn out more expensive than he first thought. It is usual for the buyer to ignore one rotten egg and for the seller to sell at the agreed price even if he makes a small loss. 
Departures of this sort from what was planned and what took place subsequently do not make us angry or upset with markets. Bona fide errors or agreements made in ‘mild’ ignorance, or accidentally, are natural to all humans and do not undermine our 'faith' in markets. 

This is perhaps as good a place as any to highlight that a vast majority of market transactions are completed honestly and without incident. This happens because a trader’s (whether buyer’s or seller’s) reputation becomes crucial in extended transactions. It is surely possible to cheat once, but not easy to do so repeatedly, and a trader who wishes to succeed beyond the first week in business is aware of the critical significance of reputation and character.
 Indeed, in the more advanced markets like USA and Australia, reputational effects are so strong that a vast majority of large franchises and trading organisations will commonly take back the products they have sold and fully refund the price, no questions asked, for up to a month or more from the date of purchase. This is always done, even for items returned by unethical customers who have used and damaged the product. 

There are other situations, where what was supplied was not as per the original specification. Many of these can happen despite good faith, if the buyer or seller  have not been careful enough to understand what was agreed to. Misunderstanding what was agreed to can create litigation and conflict and waste a society’s resources, and is best prevented. In most cases it should be possible for the players in the market to minimise these failures by proper analysis, such as through a more explicit statement of what was agreed to. Consumers can become better educated about what they are buying and businesses can come together to resolve information problems. 
In keeping with the need to minimise costs of litigation and to avoid losing good customers through badly designed agreements, businesses are known to formulate voluntary codes of practice and other standards, or accreditation mechanisms for that member businesses agree to comply with in order to minimise needless misunderstandings.

However, and no matter how few, there do remain some errant traders, including some who are blatantly deceptive. Generally comprising less than one per cent, perhaps, of traders whom we come across, these traders could be sellers such as large companies or small, but also buyers who steal from shops. Large department stores invest heavily in security because if left untended, about one per cent of the buyers will steal. Let us not forget that trade is a two-way street, and that buyers (consumers) are also traders, and they need to be as ethical as the seller in their behaviour. In other words, about one per cent of the human race may suffer from chronic failures of character.
 
It is important that we label these failures precisely as the failures they are, namely human failures, and not see these as a characteristic specific to markets, for this failure would applies to all human interactions. 

However, this deception by a minority of human beings, representing a breakdown in accountability, is violative of freedom.  Clearly, freedom cannot be a license to cheat and deceive. Freedom fails to work wherever accountability falls short. Therefore accountability must be built into the market system, to protect and preserve our freedom. Failures in accountability are part of the reason for our wanting a good government and system of justice in the first place. 

Voluntary effort can even prevent deception. It may be in the interest of a business association to know which of its members are participating in unethical behaviour, as such behaviour can adversely affect the repetition of the industry.  In such cases voluntary effort to identify,  prevent, and ostracise members who practice deception, is likely to be undertaken. If such effort is not being undertaken, it may be productive use of the taxpayer's money to encourage business and consumer associations to specialise in such preventive work. 

On top of this effort, if government performs its proper role adequately, namely, the provision of justice once a failure has taken place, it would act as a deterrence, and is in fact the best form of prevention. To facilitate the delivery of justice, governments, as umpires, can also establish ‘rules of the game’ such as prudential norms and audit standards that will unerringly point to the deception when it take place. 

ii. Unintended but preventable damage to human life and health

The other failure in accountability occurs when a trader (buyer or seller) compromises the life or safety of the other party through actions that are preventable with due diligence involving the application of caution and appropriate knowledge. This is a fertile area for business self-regulation through voluntary standards and codes of practice. If a failure in freedom (accountability) that causes injury or death occurs despite full knowledge of how to prevent it, and a warning of its impending possibility, then there is strong case for its being treated as criminal negligence. 

Life is the ultimate yardstick of value, and we have created governments primarily to help preserve our life. This responsibility placed upon our governments gives cause for restrictions being placed on our actions that may lead us to accidentally injure others if we are not diligent enough.  For example, a coal mine owner merely pays for the services of a coal miner, not for the right to take away the coal miner's life.  If a coal mine owner has adequate knowledge for the prevention of a coal miner's death, but does not take the appropriate preventive steps, thus killing the miner, there has been a breakdown of the freedom of the owner. The owner was not free to demand the life of the coal miner as part of the package of work. Accountability calls for severe punishment of the owner. 

But over and beyond the deterrent effect of swift and effective punishment, the government as an umpire can set prudential rules (such as the obligation of the mine owner to fully understand the risks created by that type of work, to the safety of employees) and audit standards (such as keeping records of mine safety) that will unerringly point to culpable negligence when it takes place.

Thus, regulations relating to traffic safety,
 occupational health and safety and public health that seemingly restrict our freedom, are usually the prudential rules and audit standards that government as an umpire must set in order that the ‘rules of the game’ enable the clear attribution of accountability. These regulations are supplemented by the criminal and civil justice system that will punish the errant party and compensate the citizens harmed through cuplable negligence. 

iii. Damage to those not involved in a transaction: A third type of failure in accountability occurs when either individually, or through collusion between the buyer or seller, costs are passed on to others in the community. This is the area of externalities, where freedom fails, that has become increasingly more important with the mounting evidence of the adverse impacts of our activities on our planet. 
Freedom is not license to harm others through our actions.

In the case of externalities, the problem of freedom (and hence of justice) can become complex. The party or parties who engaged in such a harmful transaction (including trade) never come forward to the justice system to complain. It is others, who are not party to the ‘trade’, that may complain, if their voice is ever heard.

We are all guilty of this breakdown in freedom, to a lesser or greater extent. For instance, each time we buy a tree, or products prepared from a tree, that has not been fully replaced, we pass on the following costs to others:

· to those who live downstream of the forest, who now have greater flooding and siltation of their fields from reduced protection of topsoil;

· to those who survive on the other products of the tree, such as leaves (we must also consider loss to the food chain in the wild through loss of habit the tree provided to birds, bees, or other animal and plant life);

· to all citizens of the world of us who now have slightly less oxygen to breathe, and more carbon dioxide; and

· to all citizens of the world who may now face a slightly higher temperature and climatic variation as a consequence of reduced absorption of carbon dioxide.

Most of these affected parties are not prepared to complain, or we don’t care for them anyway (eg. they are too poor ‘to matter’ in our calculations), nor is it possible to identify parties affected.

The mere existence of an externality, though, does not necessarily call for a government to step in. A number of externalities can be left to affected parties to resolve through mutual negotiation.
 This works when the affected parties are identifiable. 

For a wide range of externalities, the government, as umpire and judge, is well placed to do a number of things to ensure accountability.
First, compensation for damage caused: Where possible, a government can attempt to compensate those affected by taxing the parties that caused the damage, For example, on each product made by trees, a tax proportionately equal to the amount that the government would have to spend to clean up the siltation, and replenish oxygen into the atmosphere. (In chapter 7, I argue against taxation on products, in favour of taxes on income. However, where clear externalities have been identified, taxes on products that make the buyer and seller to pay for the true cost of the product including damage they do cause others, merely constitute part of the system of justice, and do not form part of usual revenue generation).
Second, where it is not possible to identify the parties that caused the damage, or to levy a tax, or the damage done is greater than the cost of the original transaction, then there it seems unavoidable that a government must prohibit that transaction in the future. An example of this would be the prohibition on smoking in restaurants, where the damage caused by smokers who cannot be identified as being the directly culpable party, to the health of persons working in those restaurants, can never be compensated, nor smokers directly prosecuted for criminal negligence. 
Third, there is the very difficult case where damage is done to a person or persons by people living across the international border. In the case of the emission of greenhouse gases, countries that were the first to use coal and oil products and to make technological advances are ‘guilty’ of the greatest amount of emissions of these gases.
 The cost of their emissions are now borne across the globe, including by Eskimos who had no role in these emissions. Rich countries are not free to pollute the world (nor are the poor ones, if I may add). But justice in such cases usually fails, in the absence of cross-border taxation or enforcement. Various alternative models have been proposed, such as trading on carbon emissions, within agreed limits, but each of them works only to the extent that all countries agreed to participate in these programmes. 
My view on this is that the rich countries, responsible for a disproportionate share of greenhouse gases, even today, are required by the principles of freedom to compensate the poor countries for the damage caused before even dreaming of asking the poor ones to join in the new carbon trading order; absence of a clear compensatory principle will make this a tit-for-tat race to the bottom. I see no reason for ‘foreign aid’ by the rich countries at all; instead, that money should be allocated towards ‘compensation for greenhouse gases’, and directed straight into subsidising the growth of new forests, to remain under private control, across the world. Poor countries like India have always been able to transform themselves rapidly through the application of the principles of freedom. That they did not or do not, and thus choose to remain poor and corrupt, is a problem of their own causing. Throwing money at poverty through foreign aid will make it worse.
 If battling poverty concerns rich countries, they should fully enable free trade and promote classical liberalism.
Underlying issue

I must re-emphasise that these three issues are ethical problems, not problems of markets. Humans fail ethically when they do not consider the consequences of their actions on others. Markets do not fail. We do. 
Having explored some of the reasons for a government to regulate (establish rules of the game) markets to minimise ethical failures, we can call markets that are minimally regulated in this manner, for failures in accountability, ‘free markets’. This is what was meant by the qualifier 'almost free' applied to the word ‘markets’, in the beginning of the section.
1.1 Wrong reasons to regulate markets
Beyond the free-market level of regulation, there is invariably a great downside to government involvement. 

There is compelling evidence, including from the experience of India’s history over the past six decades, that many regulatory bodies created by government protect entrenched businesses (these bodies are usually captured by such entrenched businesses), and generally increase the costs of goods and services to public without any commensurate benefits.
 
For instance, in India, our problems of scarcity of goods and services arose directly from the government’s active prevention of competition in markets through a tightly controlled licensing and quota system that benefited the few who heavily bribed the government.
I touch upon two other major reasons cited for government intervention in free markets and why these are, for the most part, very bad reasons. These two reasons are: a quest for (a) perfect competition and (b) equality. 
In my view, these are very flimsy pretexts for the expenditure of enormous amount of public money to create a spaghetti of regulations,
 cases, sub-cases, special exemptions, etc., that reduces our wealth as a society, apart from curtailing freedom needlessly. 

1.1.1 The red-herring of monopoly
Free markets do not talk of, or in any way require, the so-called ‘perfect competition’ of text book economics that many are seemingly mystically, attracted by. That concept, introduced purely for analytical purposes to model the theory of price and market organisation, has confounded many of us by somehow becoming an ideal.
 
Mathematical and geometrical models are convenient, highly simplified constructs, to be used as shorthand to summarise some elements of the real world. They are not intended to tell us what is desirable, or even to explain the range of complexity we see around us. Just as the models of physics and evolution can tell us nothing about the meaning of life, so also the models of economics tell us nothing about how a life should be lived, or how freedom can be preserved. Economics is about economisation,
 not freedom.
To be able to live freely we do not need perfect competition. We need only the much ‘weaker’ condition: that everyone, including buyers and sellers, be free to choose. 
It doesn’t quite matter if the shop or the trader that I am buying from is somehow ‘perfectly competitive’. If I need a particular product or service, and I can go to the marketplace and find what I need at a price (quoted by the seller) that I am willing to pay, I am a free man and I ask for no more favours from anyone. At times I may have to do with something else that is similar to what I need, if the price charged for what I wanted is too high for me, or simply live without it; but that is perfectly compatible with my freedom of choice. 
My paying my hard-earned money as taxes to the government to forcibly twist the organisation from whom I am buying goods or services into an allegedly ‘perfectly competitive’ mould, not only reduces my economic welfare, since I am forced to fund the newly appointed bureaucrats’ salaries and also the litigation and useless paperwork such regulation always attracts, but I become guilty of forcefully reducing another person’s or organisation’s freedom to sell whatever it wishes at whatever price it chooses to. Wealth reduction takes place through the allocation of taxes into completely unproductive use (deadweight loss), in addition to reduction in freedom.
We need to remember that freedom cuts both ways: I cannot demand the freedom to buy whatever I wish, but at the same time force the seller onto his knees through coercive force I can get the government to apply on my behalf. The ethics of freedom does not allow the coercive force of governments to be applied on any citizen (or organisation of citizens) unless crucial failures of accountability have occurred. Such a simple and logical argument overrides economic models such as perfect competition.  

Very often when this argument to prevent the market setting its own prices is further explored, we find citizens’ personal preferences regarding prices influencing the discussion; not basic principles of freedom or even of perfect competition. We may spend thousands of rupees each year on the purchase of cigarettes and alcohol without any complaint about prices. We may take overseas holidays that cost tens of thousands of rupees, and not complain about prices. But when the time comes to pay for our electricity, water, public transport, school and college fees, telephone or petrol, we want the government to step in and control them immediately. Indeed, the very feasibility of controlling a price through government intervention seems to explain the demand for the control of ‘so-called monopolies’.
Further, the concepts of ‘price gouging’ (scams) or collusion are commonly bandied about to justify interfering in market established prices. 
We must remember that while collusion admittedly does occur, it is by no stretch of imagination a violation of anyone’s freedom. It is somewhat smelly, but its impact is a price rise, not an injury, deception, or crime. A seller must always be free to set any price he or she wishes to set, whether through rational judgement, whimsy, even collusion. By setting the price of oil through a cartel such as OPEC, sovereign nations exercise their right to set prices in any way they wish. We are always free not to buy the product at that price, or to buy less of it. 
That cartels, and ‘monopolies, are never sustainable is another matter.

Can monopolies and cartels exist?

Let us ask, do true monopolies exist? Have they every existed anywhere? 

I suggest that if a market is truly free (ie. minimally regulated, for failures in accountability), then there is no possibility of a sustained monopoly or cartel coming into existence. That is because (the explanation is in smaller font size):
First, raising prices most often reduces revenues for the seller as people reduce the quantity purchased, and becomes counter-productive except in extreme monopolistic situations. 
For if a price is high, and if governments leave the marketplace open for competitors to enter, it is not possible that someone who charges more than what the market ‘allows’ will survive when fresh blood steps in to take advantage of this opportunity by supplying goods at lower prices. 

The problem is that it is very economical for a business to bribe a government to regulate a particular industry, particularly in a ‘boutique’ manner that puts in place trivial conditions that can shield the local industry against foreign competition which cannot possibly tailor its products to each different market. This regulation happily provides local businesses with monopoly profits! Therefore, on various pretexts such as the market not being mature enough (infant industry argument), the market being too small, the investor not belonging to our country, and so on, governments usually prevent competition,
 being driven by business lobbies that strongly oppose competition. Without government support, businesses cannot become monopolies. 

At other times, we seem to confuse monopolies with ‘bigness’ or the large size of a business. Surely we cannot be against ‘bigness’ per se, if it is a fairly contested ‘bigness’. That some organisations have become large through our purchasing their products because we get better value from them, does not imply any problem with free markets. It implies nothing. 
If governments were to simply let markets work their way out, then someone with a bright idea will always contest, and frequently trounce, the biggest of the big businesses in the marketplace. 
But whether someone trounces a large company is a matter of curiosity rather than a concern, in relation to freedom. Thus, if the alleged collusion or ‘monopoly’ is ever an actual problem (I can’t think of a single case of this sort), then a bit of patience may resolve it, not creating a new law or a Commission. 
Using government machinery to interfere with pricing and production decisions will always prove very expensive for the society, not merely in terms of the costs of bureaucracy, and unproductive use of public funds, but through the loss of innovation. Much better to let markets resolve prices on their own. Through this, brand-new forces of innovation and competition will spontaneously arise in every market situation. 

Laissez faire is the single policy needed both to promote freedom and ‘perfect competition’.

 By leaving things alone, particularly things that bureaucrats or politicians cannot possibly understand (I explain why they can’t understand these things in section 1.3 of this chapter), governments can enable the free people who appointed them to create more efficient outcomes for everyone, and more importantly, to let people be free.

One of India’s challenges, going forward, is to restrict the role of government in business purely to matters of accountability. Fortunately, many of the absurd regulations created by earlier governments in India have begun to be dismantled with liberalisation. But the battle has only now been joined. Keeping the itchy fingers of politicians and bureaucrats (and businesses who dislike free markets) out of our pockets will be an ongoing struggle!
1.1.2 The deadly lure of equality

If two people manage to achieve an equal level of income through the operation of free markets, it is a statistical coincidence that means little or nothing. The meaningful question is: did they get to operate in a free society with equality of opportunity? If they got to do things fairly then the equal outcome they achieved is fair, even though coincidental.
 
While each of our lives has an intrinsic value that underpins the very concept of freedom,
 our economic value is largely determined by the demand for our services and the proportionate reward that we receive.  This value could arise from a beautiful voice that people like to hear singing, a practical philosophy (like this book) that people like to read, or a drug that saves people’s lives. Either way, the fair and just price for a service is its price negotiated in a free marketplace. That is the only just, and therefore moral, outcome.
Now, while extreme poverty diminishes our ability to be free, and so we need to eliminate poverty, economic equality, on the other hand, is neither desirable not undesirable through any logically consistent argument. In fact, I have begun to see equality as being completely bereft of meaning, particularly where its context is not specified.  Just because 234 = 234 it doesn't tell us why the 'equal to' sign is important.  In fact, once its context is that are understood, one is led to wonder what the fuss was all about.

Societies that are free and have unequal incomes, also are marked by the absence of poverty, or a minimal level of poverty. In USA or Australia, some are extremely rich, but others are at least merely rich. More problematically, equality tells us nothing about the level of freedom, opportunity, and support for life, in a given society. 

The point to note is that inequality is not the same as poverty.
If inequality is derived through just means, it is a good, not a bad thing. As John Ruskin
 wrote, “the beneficialness of the inequality depends, first, on the methods by which it was accomplished; and, secondly, on the purposes to which it is applied.” Where wealth is acquired through trading one's services, and all trades were able to make both parties better off, then the outcomes are just and therefore highly desirable, irrespective of what the Gini coefficients and Lorenz curves look like. 
In looking at Ruskin’s second point, we notice that left to themselves, the wealthy do demonstrate altruism and promote the arts or sciences, even if they may do so merely to buy our popularity. The main thing is that they are able to be altruistic without shame, unlike some of our Chief Ministers who could not with a straight face establish science museums in their own name, and from their own money (no matter how much black money they possess). Honestly acquired wealth is virtuous wealth. It must be applauded.
Apart from showing how equality is meaningless as a concept, I want to show how equality is strongly associated with ideologies that oppose freedom. Indeed, at this stage I would like to introduce the much stronger argument, namely, that equality is a dangerous concept. 
This is so because the only mechanism available to us to create equality is to redistribute wealth (ie. plunder those who are richer). And plunder is a crime, no matter if it is committed by the government.
Collectivist ideologies like socialism (and collectivist facism is part of these ideologies) are driven by a number of aspirations, one of the primary ones being the aspiration of complete equality. In order to bring this about, socialism needs to abolish property rights and vest all property in the state. For, if people are allowed to hold on to their property, even when if it is completely equal, the very act of using property differently (eg. spending it for enjoyment, or investing it for the future), will instantly recreate inequality, apart from the natural tendency for inequality to arise through the differential uses of people's capacity, knowledge, and skills.
Second, a socialist society must loot and plunder, even kill, in order to continuously redistribute the wealth that, like the infinite arms of an amoeba, keeps forming in society, no matter how hard it is pushed into a straightjacket.
Third, socialism forces people to produce what the government (not us, the people, individually) wants to be produced, but then it takes away what is produced under its coercive regime. We could have somehow, in a very distasteful counterfactual discussion, been enticed to tolerate this anti-freedom ideology had it been demonstrated, in practice, to unequivocally increase our wealth to absolutely astounding levels ─ well beyond what free-market capitalism routinely creates. But socialism fails so bitterly on this front, that it is best not to even attempt a discussion of the obvious evidence to the contrary. Human beings are not robots. We do things such as generating wealth only if we are free to produce, and free to decide what to do with our talents. Creativity, innovation, and output inevitably declines precipitously under socialism. 
Let us look at real examples of societies allegedly driven by the cause of equality.
· When the Soviet Union tried its experiment of collectivisation of agriculture to make every farmer an equal worker for the ‘national’ cause, the country quickly came to its knees; it could not produce enough to feed itself, and tens of thousands perished of starvation. The mighty forces of the Soviet Union could compel its defence and space scientists to produce (or steal from USA the design of) weapons and spacecraft but to its very end, it was simply unable to produce, in sufficient quantities, such a basic a thing as bread. 
· Taken to the extreme, as in the case of the ideology of communist Naxalites, socialism kills. The number of people directly killed by socialist ideology over the years easily runs into the many millions, as we must not to forget collectivist ideologies that have similar aspirations (fascism). If to that are added the indirect killings, namely the deaths from poverty and preventable disease caused by socialist mismanagement and poverty, the number of people killed in the cause of the quality runs into the hundreds of millions. 
· It is not that socialist countries do not have any inequality. They have even higher levels of inequality than free countries; the difference being that the inequality in socialist countries is based on the misuse of power and corruption, and is not moral inequality, but immoral inequality.  Socialism
 gave me innumerable opportunities to misuse my enormous power as a senior civil servant, which I did not but many of my fellow officers did, to acquire untold wealth, and thus create inequality. This unfettered misuse of power is taking place right below our nose in India even today: our socialist ministers rake in untold personal wealth by looting even those funds intended to alleviate the poverty.
 This outcome of socialism: inequality of the corrupt, and rule by gangsters, is the exact opposite of what it claims to be doing, namely bringing equality.
One of the most apt descriptions of the forms of socialism, some of which continue to be practised even in many so-called free countries, comes from Frederic Bastiat (1801-1850) who said, in 1850, just as the influence of Marx was beginning to grow, that: 
“legal plunder can be committed in an infinite number of ways. Thus we have an infinite number of plans for organizing it: tariffs, protection, benefits, subsidies, encouragements, progressive taxation,
 public schools, guaranteed jobs, guaranteed profits, minimum wages, a right to relief, a right to the tools of labour, free credit, and so on, and so on. All these plans as a whole ─ with their common aim of legal plunder ─ constitute socialism.” 
Message for us: be very wary of the concept of equality, that not has no definite meaning, but more importantly, can be implemented only through blocking freedom. 
Freedom is as basic to us as life itself; equality is nowhere in that league, in fact, it is trillions of times less important, if that, a trivial statistical pastime at best. To consider destroying, or even slightly reducing freedom, in order to promote equality, is like exchanging a priceless pearl for an unbelievably cheap plastic imitation.

Despite this, socialism has remained hypnotically attractive by chanting the mantra of equality. Using it, power hungry and criminally inclined politicians have lulled us into giving them political power. Socialism has a natural following amongst us. We tend to find the arguments of capitalism (freedom) with its 'invisible hands' and ‘moral inequality’, either unattractive or confusing. It is my goal to make these arguments clearer and simpler through this book.
I must add that the disease of equality strikes everyone. Even I, when younger, was enamoured by equality. Who wouldn’t be fascinated by an ideal world where all of us are somehow blissfully equally competent and well resourced? 
It is difficult, when young and innocent, to imagine that this natural desire for equality only leads to a very negative outcome: plunder, and at times mass-murder. But the thing I was actually aspiring to, of course, and continue to so aspire, was the elimination of poverty in India, a matter very dear to my heart. And it is to a discussion of poverty that I now turn.
1.2 Poverty elimination

Eliminating poverty is a natural aspiration for each of us to hold to. We cannot be truly free without equality of opportunity, and we cannot have equal opportunity without a minimum standard of living and a decent, high-school education. 

But first, let me summarise why freedom is compromised when equality of opportunity is compromised. 

The most basic requirement for freedom is for us to be fully human. Unlike animals, which are not capable of freedom and free choice, we are, but can do so only when our bodies and minds are fully functional, and when we possess a reasonable knowledge of the world. This includes the development of our thinking capacity and skills relevant to life as a modern human. Only then can the choices we make be informed, and we can become genuinely capable of being held to account as free citizens for our actions.

While I am not implying that illiteracy and malnutrition are in the same class as mental incapacity or disability that can legally limit our liability for actions we choose to take, these do impact very fundamentally on our ability to be free. Poverty destroys the basis of our humanity in many ways. When an illiterate poor mother does not administer oral rehydration therapy to her child with dysentery, thus causing the child to die, we wonder if the woman was free in any meaningful sense at all. While she does face the consequences of her free choice made in her ignorance, we know that with informed choice the outcome would have been dramatically better. Therefore it is correct to say that informed (human, not tribal, or primitive) free choice is the way of freedom.

Being poor also reduces an individual's freedom by making the person vulnerable to exploitation and discrimination. 

Poverty is therefore a serious hazard to freedom. 

While most of the poverty, illiteracy, and low intelligence (as we saw in the previous chapter) of our population is directly attributable to the socialist policies adopted by Nehru and his followers, it must be noted that even in capitalist societies there will always be some people who are not in a physical or mental position to produce sufficiently for the marketplace to support their own life or the lives of their children. In the philosophy of freedom, however, they are equally valuable, honourable, and worthy of our respect as any other fellow human being. If such people, after having done their best within their ability, fail to reach a minimal level of earning as agreed to by each society for itself, other, more capable people, should be able to support them in achieving a minimal level that ensures that their children are provided an equal opportunity to grow into free adults. 

Further, if we seek to become three times the economic size of America in a hundred years, which we can, and must, because we have three times the number of ‘brains’ than America has, we must treat our people as the precious gems that they are, with dignity, respect, and consideration. This includes not only ensuring that no one goes hungry in India, but also that everyone who can, is provided the opportunity to acquire a decent high school education. Only then can will each of us genuinely understand the world around us and utilise our talent, which is crucial if we are to become truly free, and thus innovative and ultimately prosperous.

Having therefore demonstrated unequivocally, therefore, that while equality is a very dangerous concept, equality of opportunity is a necessary requirement of a free society, we now have to examine how poverty can be eliminated in India. 
And this is where progressive income taxes come in, where able-bodied and able-minded people who are enabled by a free society to achieve their highest potential, and rewarded fairly for their efforts, are then asked to contribute a small share both for the provision of justice and security to the country, but also the provision of equality of opportunity. The wealthier people are in a position to contribute a little bit more than those on more moderate levels of wealth and income
Indeed, such taxes are not only critical to providing justice and security and building high-quality infrastructure, but also act as a ‘premium’ for universal insurance against critical adverse events that are uninsurable in the marketplace, such as natural calamities or terrorist attacks. 
There is always a chance that some people middle-class families will regress into a position of grim poverty in the course of a lifetime given such incidents, even as the very poor move into higher income brackets with the opportunities thrown up by good governance. Once a family falls into poverty, it loses, among other things, the capacity to self-insure against further economic and physical losses. A portion of the taxes paid by everybody as premium to insure against such a situation are then applied to provide an equality of opportunity to families that fall into deep poverty. 

The way to foster equality of opportunity is: Produce the maximum possible wealth that free markets will naturally produce at a point in time, and then transfer a socially agreed sum necessary for ensuring equality of opportunity, directly to the poor. 
I must emphasise the word ‘direct’. This transfer involves the direct provision of such assistance through a tax-funded process, as any ‘fooling around the edges’ and trying to help the poor indirectly is not only unjustified, it is likely to interfere with the free market apart from being wasteful. 
In this argument, considerations of so-called ‘equity’, but more validly equality of opportunity, come into a society’s decision-making only once,
 namely, at the point of the free market outcome when we are ready to directly fund the poor to rise above a poverty line (including the associated requirement of providing a decent educational opportunity directly to all children who wish to study, and are able to, up to high school). 
However, this is one area where every policymaker's pet fancies have led to the creation of the most complex and inefficient regulations and taxes that do not equalise opportunity but merely destroy wealth.  Interfering with markets is rampant, such as by forcing private builders to produce houses for the poor, preventing rents from rising, preventing the production of cloth by power looms, public distribution system, subsidies of all sorts, and so on. All these methods merely reduce a nation’s wealth and deplete its ability to provide equal opportunity. 

	Box

Eliminating poverty in India

Poverty in India can, and should, be easily eradicated. We need to, in principle, do these five things:

1. identify the people needing such assistance during a given year, in advance of the actual requirement;

2. find out how much is needed to completely meet the gap in order to get the income of these people above a particular number;

3. then tax the rest of the community in a way that will meet this requirement, or borrow this money against future government income; 
4. transfer this money directly to these needy people; and, finally

5. stop our enormously wasteful expenditures on illogical, unproductive and corruption ridden subsidies, poverty alleviation programmes, and equity-based distortions
 in every productive endeavour.

The detailed implementation of these things is a practical issue for a society to consider. In the case of India I am confident that there are a number of effective ways of implementing this. 

I wrote a little paper on an implementation plan a few years ago, based on Milton Friedman’s arguments, and called it the negative income tax (NIT for short).
 My preliminary calculations showed that if the money India wastes annually in the name of the poor is spent directly on eliminating poverty, we can abolish poverty virtually overnight. 
In my suggested model, I proposed an information technology (IT) based method to implement this. Being a member of the civil service at that time, I thought it was my mandatory duty to propose this idea to the highest levels possible in the Indian bureaucracy that I had access to.  I submitted a proposal to the Chief Secretary of Meghalaya, who marked it down to the Planning Commissioner of Meghalalya. I also spoke to the senior-most officers and advisors in the Planning Commission, but was told that as political pressures will prevent step 5 from happening, there was no value in piloting steps 1 to 4 to verify the feasibility of this model. 
If I may say so, without offending anyone, I sometimes wonder if we now have a strong lobby of academics, journalists, and bureaucrats who would rather prefer to see poverty institutionalised and continue for ever, thus  assuring them of livelihood for a lifetime, than design ways to apply the simplest and most direct path possible that guarantees the elimination of poverty.  


1.3 The mechanics of the market
I now come to the formula for wealth creation through free markets and an ‘invisible hand’ discovered by Adam Smith in 1776. While things like division of labour are a natural by-product of the market system, I would not view them as its deepest, underlying, mechanics. Its mechanics is essentially freedom coupled with a ‘natural’ signalling system.
The signalling system of a free market that enable the 'tracks' of billions of little trains filled with trading and exchanging people, not to collide with each other, and to move in a co-ordinated manner, is the intangible and informal (ie. not coordinated in a central ‘control tower’) price system: the invisible hand of freedom.
In addition to the price system, I also explore a few other aspects of the market, some of which may not be not its mechanics, strictly speaking, but its by-products, or even in some cases, mere explanations of some common misunderstandings. 
1.3.1 The price system

The price system is the autonomic nervous system of a free society, automatically managing millions of transactions in the society every second. One of the best descriptions of this system is found in Friedrich Hayek’s paper of 1945 on “The Use of Knowledge in Society”.
 
In this paper Hayek showed how the price system is able to capture information not only of our personal (ie. localised) preferences, relative valuations and knowledge of local conditions and special circumstances, but to then transmit it to everyone else in the world through almost instantaneous sequence of negotiations and trades that mutually factor in all relevant preferences, valuations, and knowledge in the world. He then showed how the knowledge of continuous changes to this information set cascade rapidly into the prices that we pay locally.
It is worthwhile to capture the essential argument in Hayek’s own words:

“[T]he economic problem of society is mainly one of rapid adaptation to changes in the particular circumstances of time and place.” 

“In a system where the knowledge of the relevant facts is dispersed among many people, prices can act to coordinate the separate actions of different people”. “Through it not only a division of labour but also a coordinated utilisation of the sources based on an equally divided knowledge has become possible.” 

Prices act as “a kind of machinery for registering change, or a system of telecommunications which enables individual producers to watch merely the movement of a few pointers, as an engineer might watch the hands of a few dials”. In this way, “a solution is produced by the interactions of people each of whom possesses only partial knowledge”.

The price system is not the product of human design, but one of the ‘natural’ laws of the human world, something like language. As Hayek said, if the price system “were the result of deliberate human design, ... this mechanism would have been acclaimed as one of the greatest triumphs of the human mind". The beauty of the system is that it offers the right "inducements which will make the individuals do the desirable things without anyone having to tell them what to do". Because of the exceptional power it commands over people, governments have always (and intuitively) attempted to influence behaviour through prices (eg. subsidies or taxes).  

Let me illustrate the price system with a hypothetical example. 

Let us assume that China has suddenly increased its demand for steel three months ago as the production of its new car has ramped up, thus bidding up prices of steel and diverting a chunk of the global production of steel from its usual use in household products into the manufacture of its cars. 
This information is not known to a poor housewife living on the outskirts of Yelwa, Nigeria who has been thinking of upgrading her terracotta cooking pot for a while now. Not that she cares for this bit of information, and even if she knew this trivia, she would have little direct use of it. But while she is mulling over a possible pot-upgrade, she notices that the price of steel pots has rapidly increased in the local grocery shop over the past month. 
Unknown to her, this information on increased demand in China has been passed on, through the Nigerian manufacturer of steel cooking pots who now has to pay more for steel inputs, to the local grocery shop. Given this higher price, by the time she has saved enough to buy a metal pot, she can now either pay more for the steel pot or, given her pressing domestic needs, choose an aluminium pot instead. 
Assuming that she buys the aluminium pot now, she becomes a little bit better off than before by becoming more productive in her domestic work (despite not being as well-off as what she originally intended to be when she would have liked to purchase a steel pot instead). The local grocery shopkeeper is made better off too as he has marked-up the pot at a price that will let him survive in business in the competitive retail market. 
Assuming that Nigeria is an ideal free society without any distortion of prices and incentives, the housewife’s choice is then communicated, very quickly, to various producers in distant parts of the world. Her action in purchasing an aluminium pot, by raising the demand for aluminium pots, whose price will then rise, sends a signal to aluminium suppliers in Australia to increase production of aluminium to capitalise on the higher prices of aluminium pots. 
The percolation of information from distant lands and people to the local level in every corner of the world is an amazing feat that only a free market can accomplish, through the intangible price system. No other system has the ability to always produce the locally best (optimal) outcome, down to the level of a single ice cream cone or balloon sold by a vendor in a distant village to a mother with child.
1.3.2 Risks of interfering with the price system 

As this flow of an unimaginable amount of information takes place across the globe extremely rapidly, no government body can imitate, or should try to imitate, the natural agility of markets. Alternatives to free-market capitalism, that logically do the opposite, namely, interfere and put brakes on the market, will always be hard pressed to prove how they can improve upon this agility, and merit based reward system, right down to the lowest level of everyday transaction. 
Merely by virtue of this agility and ‘super-intelligence’, being the agility and intelligence of all six billion of us taken together simultaneously, in each activity of our daily life,
 no alternative to free-market capitalism can, or has ever been able to co-ordinate the best possible deal (trade) for everyone, and not merely for those sheltered by the bureaucracy. 
However, it remains very tempting for governments to interfere with the price system.

Continuing with the example from Nigeria, let us now assume that Nigeria is now a socialist country.  Out of the concern felt towards this poor housewife who has now been forced by rising prices to buy an aluminium pot instead of a steel one, the socialist leadership in Nigeria decides to influence the market. 
· A first step of the government is to fix a low, Maximum Retail Price for steel pots, equal to the price prevailing earlier. As the Nigerian government does not have any control over the worldwide production of steel, the raw material prices for the manufacturer do not change. Each pot produced at the price fixed by government leads to a loss to the producer, and so the producer has no choice but to stop pot production, therefore throwing a number of workers out of work. 
· Quickly realising that that would lead to political trouble, let us say that the Nigerian government then decides that while keeping the price fixed, it will now start subsidising the steel pot manufacturer through a lower excise tax on steel pots. This means that some of the government's revenue is now reduced, which has a direct impact on the infrastructure that was planned for Yelwa town, leading to a protest from the local Council at Yelwa.

· Reeling from this protest, the government reverts the original excise duty, and declares a regulation by which the only private electric company in Nigeria, which has not yet been nationalised, must subsidise the electricity charged to all industries, including the pot industry. To continue to stay in business, the electricity company has little choice but to raise the home consumers’ electricity tariffs to meet the revenue shortfall from the compulsory subsidy to industry. The government then faces a nation-wide protest.

While it could have then nationalised all the industries and got 'rid of the problem', the Nigerian government was run by smart people, who finally realised that interfering with the price system was counterproductive. For, during these policy changes the government had to hire new bureaucrats to manage the new policies, and add to the existing thousands of pages of regulations. 
In this instance, it would have been best to let the housewife continue using a terracotta or aluminium pot, and save for a better pot in the future. That would encourage thrift and reduce dependence on government, which are virtues in themselves. Alternatively, if this particular housewife was desperately poor, the direct funding option (negative income tax, NIT) should have been applied. 

It was a very costly lesson in economics for Nigeria (India): That there is no free lunch. Somebody has to always pay for the ‘benevolence’ of governments. The happy ending to the story is that the Nigerian government was very quick to learn its lessons of freedom in capitalism, and is now the world's greatest capitalist society, and one of the world's richest. People stand in queues in all developed countries to migrate to Nigeria.
While this was a particularly surrealistic example, we will be surprised at the convoluted spaghetti of contradictory policies and regulations in force in most modern governments, including so-called ‘free’ ones. The only difference is that free societies are likely to protest and review these convoluted regulations periodically, while a country like India tends to continually add new regulations.
In summary, free societies do not interfere with the price system.

1.3.3 The role of profit

We have seen that in a free market the producer who gives us the most value at a given point in time gets our ‘vote’, and hence becomes profitable, while another that does not, is shown the door by us literally walking out of his ‘shop’. Profit is the direct signal that society gives to a business to continue working in that area. 
By continuously, and incrementally, rewarding the producers whose products purchased by us give us the most value for our money, and by continuously receiving more for the services (eg. hiring our skills in a paid employment) and products we that sell than what it costs us to produce, the entire society incrementally gains in wealth. That is how wealth is produced, very slowly, based on rewarding the best provider of services for each rupee spent, in each everyday decision.
1.3.4 Flexible labour market
In a labour market, the employer is the buyer and we are the seller. Within our cost parameters,
 we rent (sell) our services in the ‘labour market’, with a view first to break even (ie. to achieve subsistence levels of income), and second, to make a profit. 

The signals of supply and demand (through the price system) that markets use for products apply equally to our labour. 
Now, each of us would like to be paid what we think we are worth, but how do we know that the price we charge as a seller is reasonable? 
The first constraint is that we cannot charge more than the price generally achieved in the market for services of a similar sort, else no one will buy our product (service). We are able to look at the prices charged by people with similar knowledge and skills, and that guides our starting expected value.
We have two tools at our disposal to make sure that we are paid what we are worth. 

1. The first is walking out of a sale. If a buyer is offering too little, we can walk out, and go to another buyer. In fact, this is applicable even if we are currently employed. We continue to work for an employer only so long as we are paid equal to or more than what we think we are worth outside that employment. If we are unhappy with what we are offered or paid, we are always free to work elsewhere, so long as someone is willing to hire us at that higher price. 
2. Second, if we have the option of engaging in negotiation.  If we are being offered a price (salary) in the range of our starting expected value, we can enter into the negotiation phase.  
Our value: As always, there are two perspectives on the value of anything: the buyer's, and the seller's. In a negotiation, both the employer and us as the potential employee, operate from two different perspectives. 

· Employers seek to evaluate our worth to their business/ work by conducting an analysis of our knowledge, experience and personality, through the use of resumes, interviews, tests, and talking to our referees. They then make an offer as a buyer. 
· As an employee, I may, if I think I am negotiating from a position of strength, eg. if I am a famous film star, ask my agent to charge  a very high price, knowing that I can bring in significant returns to the buyer (producer). Alternatively, if I believe that I am simply an average supplier of services compared to the general market, I may accept the price offered by the buyer. But if I believe that, individually, my value will not be fully appreciated, I can join a union and allow the union to bargain collectively on my behalf (see Box). As the seller of a product I am free to hire an agent/ union to negotiate the price on my behalf. If I am represented by a union, which has a significant membership, the employer may factor in the overall benefits of keeping workers happy, to the business, in addition to the value of keeping an individual employee happy. Collective bargaining by unions on behalf of an individual is a natural extension of any negotiation.

In the end, our labour is rewarded in proportion to its perceived and negotiated value to the business (and hence to the economy). This is a merit based system, which is what we would expect, and hope for, in a just society. The greater the flexibility of decision making of the buyers and sellers in the labour market, the greater the probability that people will deliver the greatest possible value that they can, to society.

This system is dramatically different to a communist system where everyone is paid equally, irrespective of the economic worth of that person. That system creates disincentives for people of merit and competence to exercise their minds in the best possible way. 
	Box

Collective bargaining

Collective bargaining, which is a process of negotiation on behalf of workers renting their labour, is fully compatible with capitalism. 
It is true that, as Cameron has observed, "Most Western nations have passed through at least three phases in their official attitudes towards trade unions."
 As he notes, the first phase was of outright prohibition or suppression (till the early 1800s); in the second phase governments granted limited toleration to trade unions (after 1825), and in the final phase governments accorded full legal rights to working men and women to organise and engage in collective activities (early 1900s). 

Given that capitalism (as the operationalisation of the philosophy of freedom) is constantly evolving and getting better, all modern capitalist societies are now quite comfortable with collective bargaining. In fact, it is communist societies that do not permit trade unions (eg. China). Indeed, unions must even be encouraged to represent workers, as there are (or should be) few other checks and balances on the general or broader working conditions of workers in a free market. 
For instance, there is no natural law that determines the number of reasonable hours of work in a week. While I'm comfortable with working 12 hours a day (or more) without a weekend break at times for months on end, because work of the sort I enjoy exhilarates me, not everyone may think this to be reasonable, or even desirable. However, a free market must give me the freedom of working as long as I want to (obviously, without becoming so fatigued that I would create a risks to the health and safety of others). 
In other words, a free society leaves people free to join, or not join, trade unions, and agree to work conditions that are either individually tailored through negotiations with the employer, or agreed to through collective bargaining. 


1.3.6 Education

The theory of freedom, and capitalism, starts and ends with human beings in the centre, as the primary ‘asset’, if one can use such a word for real people, with nature coming a close second. Capitalism requires a society to develop and polish the knowledge and skills of its people, in some instances through compulsory school education.
 Capitalist (or semi-capitalist) societies like USA, Japan, Sweden, Finland, France, Germany, Netherlands and UK achieved very high literacy rates by the end of the 19th century. Some of these countries had done so even in the 18th-century, or earlier.
 
However, it is the total quantity and quality of education, not mere literacy, that matters in actualising an individual’s potential. In most free societies there has been a significant increase in the average number of years of formal education. Twelve years of education is often a minimum standard of education in most of the free nations of the world today.
 
For India to even hope to compete with societies like USA, where 27 per cent of adults possess bachelor’s degrees or higher, it will need to get fully abandon its obsession with socialism.

1.3.7 Entrepreneurship
Our mind has an astonishing ability to learn and change in dramatic ways. All of us are constantly capturing new information and assimilating it to create new knowledge. Our minds can accommodate this continuous churn, that often throws ideas in new ways without a precedent. 
Through this process, Edisons, Ramanujams, Bill Gates, Voltaires, and Hayeks and others constantly emerge, changing the world for ever. New commodities, resources, and services are such a normal part of life that we expect to see this flood of innovation pouring each year from around the world. 

A system in competition with capitalism for our loyalties must demonstrate not only super-intelligence and super-agility but also super-flexibility, the ability both to generate, and to cope with, rapid changes constantly arising from the human mind. 
But what really counts in the end is the ability of a society to convert these ideas into products.  That is the task of entrepreneurs. And this is one more area, of entrepreneurship, where free societies, or capitalist societies, have worked out a beautiful, economical model that deals very effectively with the risks of translating new ideas into products.

We know that a new invention or process is only one of the many things that an entrepreneur needs in order to succeed in getting us, the consumers, to buy that innovation. The first challenge for the entrepreneur is to produce sufficient quantities of the thing (product or process) to do a real-life test of whether this new thing works at all, and is of any value to us, the consumers. 
The first step in producing the new thing is to get some money. But no one has money to fund every half-baked idea that pops into someone's head. In any case, most of us will only ever buy successful and fully tested products. So this set up a  ‘Catch 22’ dilemma for the entrepreneur: can't sell until it is produced, can't produce until it can sell.
An entrepreneur therefore usually begins by putting in his or her own money (if he is lucky enough to have some), or borrows from friends and relatives, or someone else whom he can convince (banks are not generally ready to fund at this teething stage), to produce a sample or pilot. But thereafter comes the challenge of mass production. We know that full-scale production and marketing are usually very expensive. At that stage, the entrepreneur usually has no choice but to look for borrowing large sums of money. 

In a market, the refined and fine-tuned sense and judgment of those who own some potentially lendable, money comes into play.  Since the market essentially comprises of comprises all of us, taken together, with all our different skills and specialisations and resources, there are usually some of us who recognise the possibilities in a new product and are willing to take the risk to fund the entrepreneur. These people could be venture capitalists, or ordinary folk like us willing to subscribe to initial public offerings, or organisations to whom we have given our money to manage for us, such as bankers. In each case, the lender carefully does the due diligence to determine whether the risk of lending money to the entrepreneur is worthwhile.
Beyond persuading fussy financiers to part with their money, the successful entrepreneur has the unenviable task of attracting a range of workers to work for him or her to produce the product. He or she may also have to persuade them to learn a new skill. Then there is the persuasion of retailers to stock a new and probably untested product on their shelves. And finally, the entrepreneur has to persuade us, the consumer, to try out the new product. 

In a market these things happen through persuasion and appeal to our self-interest (which is quite magical in its properties), which is very democratic and respectful. 

In a socialist economy, though, nepotism and even force underpin such decisions. There is no persuasion. We have to take it or lump it: take a Bajaj scooter after waiting 3 years, bribe someone for a quota, or shut up. In socialist economies, the funding of innovation is determined by bureaucrats who sit in ivory towers and have not the slightest clue of how to run a business, or by a politician wanting quick publicity, liberally scattering our money around, which generally sees those new businesses drain out our limited resources. People who are incompetent but some influential person’s friends or relative, are appointed to run the production processes, and disinterested shops are established by governments to sell the shoddy products produced at a price totally unrelated to production costs. 

In a free society, anyway, as a result of the very careful (self-interested) filtering out of risks, and funding only of the potentially viable ideas, of probably 10 products that are conceptualised, one may get up to the test or pilot stage. Of these, one in 10 may get up to the stage of mass production. Of 10 that are finally mass-produced, only half will perhaps be found truly valuable by us, the consumers. Five out of the 10 new products in the market will probably lose money or barely break even, despite this careful filtering. Of course, the products that do earn money, usually recover the losses from all the previous money-losing efforts. In socialist societies one could say that only one out of many hundreds will probably break even. 

* * *

As if all this rapid change and innovation in the marketplace was not enough, the worst nightmare for a socialist is our constantly changing tastes. As hundreds of new products and technologies enter the marketplace in a free market, we the consumers sometimes decide to change our purchasing patterns. We give up certain products completely or switch to others that are not close even substitutes. Instead of buying cigarettes we suddenly decide to purchase fruits or a gym membership. Instead of a rich man purchasing a car he may buy a bicycle to improve health or to do his bit for global warming. Our demand may change as we grow older, gain new knowledge, become unhealthy, or due to peer pressure, fashion, or a simple quest for variety.
 The market continues to happily cope even with these changes.
In the end, in a market, each of us is free to do whatever we please, or as we are persuaded to do. In doing so, in choosing whether to eat cereal or fruit for breakfast, or the amount of milk or sugar we put in our tea, we impact the demand for all products in the world (not merely the ones we are consuming), and thus influence their profitability and likelihood of continued production. 
No system other than free markets can do all this, and free markets do much, much more.
  
Creative replacement, not destruction
Ongoing changes in the market mean that products that were once successful may no longer remain so; indeed, most products tend to become unprofitable after some time as substitutes or competitors enter the market. Somewhere in the range of 90% of the workers in the developed world today are said to produce their output using technology that was not even in existence 50 years ago. 
Schumpeter used the word ‘creative destruction’
 to describe this dynamic process but there is no (I really must highlight this!) destruction involved at all! Every machine used in production has its life anyway, and is usually replaced as it is worn out. By replacing it with a more efficient version (seen for instance in the renovation of steel plants) when it has finished its economic life, most change is merely an incremental replacement. 
In other cases, the economic life of a machine is cut short by competition, but that does not mean that the earlier technology did not provide value, merely that it is currently unable to provide the best value and must be dismantled. Sunk costs never count. 

Not everything is guaranteed to be profitable for ever. For instance, our replacing caves with modern houses has not in any sense ‘destroyed’ caves. We have merely moved on. Maximising our output, conserving our time and energy, and thus being able to do more in the same amount of time, can never be classified as a destructive exercise! Everybody in the market is in the business purely of creation and adding value. Schumpeter’s ‘creative destruction’ is a misnomer. I suggest we replace this misleading phrase by ‘creative replacement’.
In brief, we should never be forced to do things inefficiently or be asked to waste our effort, and thus destroy the limited time available to us in this life.  However, socialists in India have prevented our use of the most productive methods and access to superior technology, including books and education, as part of tight governmental control over these products, and thus destroyed our productive ability and efficiency over the past six decades.  
1.3.8 Unplanned planning
One of the logical consequences of the discussion so far has been that given rapid, unpredictable change, planning for the future, and in particular directing an entire country to use its resources in particular ways, is likely to be futile, if not counter-productive.  We can individually plan our own little projects, but beyond that, at a country level, we have to be happy with forecasts of broad trends, with a huge margin of error.

The issue I am getting act here is that free societies do not plan their economies. Indeed, given that free markets are perfectly capable of handling rapid change, are in fact beautifully ‘designed’ for it, it is very unfortunate that Indian governments have spent, and continue to spend, considerable energy in ‘planning’ India’s economy. 
It is a mystery to me, that given the enormously complex changes that are always occurring around us, how could anyone dream of planning the economy? But of course, socialists are seemingly gifted in rushing in “where angels fear to tread”. And so Nehru set up a ‘planning’ commission almost immediately after independence with the explicit purpose of interfering with the free flows of the market and forcing the visions (delusions) of ignorant planners down India’s throat.
We have noted that anyone who tries to interfere with the free processes of the markets immediately faces a Herculean challenge. How is this person or organisation ever going to gain even an approximate understanding of what is happening ‘out there’? As Hayek has shown (in the paper I cited earlier), this kind of detailed knowledge is of the “kind which by its nature cannot be entered into statistics and therefore cannot be conveyed to any central authority in statistical form. The statistics which such a central authority would have to use would have to be arrived at precisely by abstracting from minor differences between the things, by lumping together, as resources of one kind, items which differ as regards location, quality, and other particulars, in a way which may be very significant for the specific [local] decision.  It follows from this that central planning based on statistical information by its nature cannot take direct account of the circumstances of time and place".

My personal experience and knowledge of studying and using planning models including modern computable general equilibrium (CGE) models in an academic environment has confirmed to me that while they are very impressive on paper, and are commendable works of economic logic, they remain flawed in concept. They fail to throw meaningful light on our world because human beings are not atomic particles with predictable properties but an amazingly complex thinking organism. While they may, in the aggregate, closely track what is known, even possibly for a year or two, they start diverging rapidly from ‘statistical reality’ thereafter because of the unseen currents of innovation and change that are constantly occurring below the surface of aggregated statistical indicators, apart from the enormous changes that are taking place outside the economies being observed. 
No CGE model, for instance, could have predicted the global changes arising from information technology, nor of India’s global dominance in this largely unregulated niche of industry. Past data is almost completely irrelevant to the future of an economy as a whole, even though for individual variables, it is true that a random walk model (which uses the immediately previous value of a variable to predict the next value) is perhaps the best model. But planning models do not merely forecast the economy: they actually use the models to invest precious resources, and to prevent production in areas that businesses believe will yield profits. As input-output coefficients of the past cannot predict future patterns of consumption, and must necessarily misallocate productive investment, precious resources are thus squandered.
As no one can even closely approximate the natural abilities of the price system, operating through minimally regulated markets, to foster creative replacement, no economist worth his salt, in my view, should have ever participated in the hoax of planning that Nehru set up. The only saving grace for the reputation of Indian economists is that Mahalanobis, who strongly influenced Nehru’s planning commission, particularly the second Five Year Plan was not an economist but a physicist and statistician, confident that his mastery of mathematics would tell him how the world runs.
 Yes, God probably does use a single set of simultaneous, conditional, equations in n dimensions with perhaps a trillion terms, and uses billions of angels who continuously feed data into these equations of what we are thinking or dreaming, to determine everything past and present, and allocate our energies appropriately in order to successfully achieve His future growth and equity objectives without error. But we do not have access to this allocation system. 
But I would argue at the more basic level, beyond the technical argument of whether economic planning works or not, no matter how allegedly imperfect the marketplace, its alternative, which involves diminishing our freedom through restrictions placed on our choices by bureaucrats and politicians on our legitimate activities, insults us as a free people, and ‘speaks-down’ to us. The use of planning models to make policy is therefore fundamentally violative of our freedom itself. 
The job of government is to provide justice and facilitate our accountable interactions with each other, not to tell us what to do and what to buy. That means it is quite legitimate for a government to establish the rules for the framework of a market, through laws essentially based on justice, but also dealing with matters like where shops or houses can be established, but beyond that we don’t want government policy, particularly on matters that we can determine for ourselves, individually. 

If our planning commission wanted to sustain Indian poverty and reduce freedom, it could not have done a better job. The socialists are a little better behaved now, after almost bankrupting us in 1991, but an end to socialist arrogance is not in sight.  I would therefore request them: Out, planners! Please begone from our sight!!

In fact, Gandhi, who intuitively had an excellent grasp of the limitations of human knowledge, and the natural incentives of people, was on the money when he wrote to Amrit Kaur on 19 June 1939 about the National Planning Committee set up by Nehru in 1937: “the whole of planning is a waste of effort... It has appeared to me that much money and labour are being wasted on an effort, which will bring forth little or no fruit”.

A free economy does all the planning it needs, in the most elegant manner possible, without the slightest need for human direction. 
* * *

The way to generate wealth is to create institutions that enable markets to function as freely as possible, which itself is not a trivial task. We will need institutions that: 
(a) respect life; 
(b) enable the maximum possible level of freedom to everyone in a society subject to accountability; 
(c) close the rampant gap in voluntary accountability that has developed in India’s social fabric; 
(d) ensure that these institutions themselves are fully accountable to us; and 
(e) forbid unwarranted interventions in the lives of people by  presumably well intentioned bureaucrats and politicians who will run these institutions. 
That is our great challenge going forward.

1.4 Summarising capitalism

Capitalism is infinitely better than what Karl Marx portrayed in his Communist Manifesto of 1848. It may surprise some, but Marx actually said many good things about capitalism even as he was trying to paint a picture of its allegedly insurmountable shortcomings. 

Marx said that ‘capitalists’, a word which to him included industrialists, landlords, shopkeepers and pawnbrokers, were part of (comments in square brackets are mine): 
“the modern bourgeois society that has sprouted from the ruins of feudal society” [sprouting from the ruins of archaic feudalism must surely be counted as a thing in the right spirit]. 
“The bourgeoisie cannot exist without constantly revolutionising the instruments of production” [innovation is good], and that it has “the need of a constantly expanding market for its products” [this, again, is quite unexceptionable, being a highly competitive and productive endeavour]. 
“The bourgeoisie, by the rapid improvement of all instruments of production, by the immensely facilitated means of communication, draws all, even the most barbarian, nations into civilisation” [is not that a great achievement, being a civilising force?].

“The bourgeoisie has ... created enormous cities, has greatly increased the urban population as compared with the rural, and has thus rescued a considerable part of the population from the idiocy of rural life” [here’s another interesting, and I would argue, important feature of capitalism, though this statement needlessly insults people who may choose, given other options, to live in rural areas]. 
There is nothing problematic about these parts of Marx’s characterisation of capitalism at all.  In fact, all these things sound very positive.  So, why did Marx strongly oppose capitalism and desired to topple it (his view was that it would topple by itself)?
Having acknowledged these advances, Marx began questioning, quite erroneously and without any sustainable research basis, whether a worker in a capitalist society could ever acquire ownership over property. He wrote, 
“we Communists have been reproached with the desire of abolishing the right of personally acquiring property as the fruit of a man’s own labour, which property is alleged to be the groundwork of all personal freedom, activity and independence. ..Hard-won, self-acquired, self-earned property! ... does wage-labour create any property for the labourer? Not a bit.”
We can see that Marx was either not aware of the growing evidence of the improvements in the lot of workers,
 or was simply dissimulating. In any event, it is better to compare the situation now, 150 years after Marx had formed his conclusions based on observations of England.  In 1848, both the theory of capitalism (freedom) and its practice had only had barely 100 years of experience; today we have 250 years of information.  We should be able to draw more valid conclusions now then Marx could do in 1848. Today, the facts are that:

a) The average worker in a capitalist society is much better off than he or she would have been under any other social and economic system. 

b) At the same time this average worker is certainly relatively less wealthy than say,  he or she would have been under socialism. Let me explain: in a feudal and socialist societies, all workers would have been equally poor, except for the Lords or communist party leaders, respectively. In capitalist societies, while relative incomes become unequal, the bulk of the people become far better off than ever before. A Professor in a good university, and a good plumber, earn about the same in a modern capitalist society (eg. both earn a little over $100,000 in Australia today), given the extensive training that a plumber undergoes, with the consequent greatly increased productivity.  All occupations therefore pay almost equally well. As Morarji Desai found in 1958 much to his surprise, capitalist societies are far more equitable than socialist India.

c) In capitalist societies, which reward merit and the value of contributions made by people to society through market prices, not by what someone is born as, it is very rare that a worker’s children will continue to be ordinary workers. In many cases, they will become entrepreneurs and prosper even further.  At the same time, it is not uncommon for a wealthy person's children to become ordinary, well-to-do, workers.  I have also commented on this feature, of social mobility, in a previous chapter. Capitalism is therefore a fair and reasonable system that gives everybody an equal chance to excel.

Marx then concluded that workers need to come together and revolt: “Workers of the world unite; you have nothing to lose but your chains.” Workers, according to him, needed to divest the capitalists of their wealth (through violence, presumably), and take charge of production. He did not give directions on how this would be done: would the management who were skilled and knowledgeable in the organisation of production have to be demoted and workers without knowledge and ability promoted? Was merit to be turned upside down? (That of course did happen in India’s socialist model, at least in government bodies and enterprises).
His implicit recommendation seems to have been to allow us to plunder.
 Anyone with some wealth was game for our envious passion. And so many of the followers of Marx diligently, and often ritually, continue to plunder and kill even today. Given half a chance communists seem to prefer the use of force to obtain their objectives. Indeed, the motto of a famous communist, Mao, was “all political power flows out of the barrel of a gun”
. Despite that, in not a single case has Marxism or socialism of any sort led to the creation of wealth or the preservation of the freedom of the people. 

Very strangely, though, from the time of Marx, the word ‘capitalism’ seems to have acquired a bad odour about it. Nehru too joined this bandwagon of always carping about capitalism, without evidence.  The misinterpretations of Marx, had, in his mind, almost become God's word. As a result, the true meaning of this word, meaning an economic and political system based on freedom exercised with accountability, a system founded on ethics, morality, and justice, seems to have come under threat. 
It is true that in some primitive or incipient capitalist societies, these characteristics were not always self-evident. Arrogance, racism, and imperialism were often displayed by ‘capitalists’ who did not always understand the moral philosophical underpinnings of the system that was responsible for the generation of their wealth. The gap between people such as Edmund Burke who was able to articulate many of the principles of freedom in the British parliament, and the common business leader of England in his time, in the grasp of the logic of capitalism, was enormous.
But it is easy to criticise people whose standards were different to ours. Even Thomas Jefferson had slaves.  The shortcomings of people, which give us cause to create governments in the first place, can only be ironed out over the course of many generations. Even today, capitalism is evolving, and refining its understanding of the environment.
But we must be very careful to distinguish between these two: capitalism as ever-improving systematic operationalisation of a philosophy of freedom that is getting stronger in each century, and 'capitalists' who are common humans with little idea of the political philosophy that propels their wealth. 
I conclude that the word capitalism remains the best descriptor of a free society where free individuals are able to retain their dignity and eq to hundred and of uality of opportunity, where everybody can aspire to becoming significantly better off through hard work and meritorious effort. 

Instead of arriving at the conclusion that capitalism needs to be overthrown, I believe that had Marx promoted collective bargaining and worked on ways to improve the incipient capitalism of the 1800s, through a greater focus on accountability in society, and democratic expression both in society and in business, he would have been acknowledged in a positive light as we might acknowledge the work of persons like Robert Owen, William Thomspon or  Thomas Hodgskin, who, despite their limited understanding of freedom, did attempt to solve the problems thrown up by a mixture of feudalism and capitalism that the first 150 years of the Industrial Revolution can be best characterised as.
The early 1800s were exploitative of workers, at least by our current standards. As the poor had very limited political and economic rights at that point in time in England’s history, it was the work of trade unionists and writers such as the ones cited above, who exposed the contradictions between the arguments of freedom raised by political thinkers and the grim reality of exploitation on the ground, that helped to improve the models of accountability that are now routinely embedded in capitalism.

Capitalism also depends critically on a high quality democracy to debate a range of issues that arise during the evolution of a free society. A range of measures to improve the level of freedom in the British society began to be implemented as the British Parliament evolved and became a forum for debate and dissent over the 19th century. Apart from the abolition of slavery earlier in the 19th century and the extension of suffrage to working men much later, the voice of women began to be heard in the early part of the 20th century. Under these situations, the entrenched vested interests that had long resisted freedom for all, and consequent accountability for all, were brought under some control through reforms like the Factories Act, and more recently the Occupational Health and Safety Act, and the modern system of industrial relations system. 

All these areas, which focus on greater accountability, evolved despite Marx, not because of him. As a result of these reforms, the working conditions of workers in the capitalist world are now getting better than ever before. For instance, their safety is much better looked after than in socialist countries such as India and China. 

I believe that the damage done by Marx to the world, including the many millions of lives lost or cut short in advancing his distorted vision, has only been temporary. As always, the truth triumphs in the end, and today capitalism (or rather, the 'best' capitalism that we can achieve through giving careful regard and attention to the preservation of freedom in our decisions a as society) shines brightly, ready to be acknowledged by the whole of India as representing the philosophical and economic system of freedom that all Indians can aspire to. 
Capitalism has come out ‘smelling like roses’ at the end of ideological battles that have lasted nearly a hundred and fifty years. It is time to move on. 

Before closing this summary, I must re-iterate that capitalism is not merely the economic system of freedom. It refers to the entire system of freedom. Capitalism presupposes that people are free and the society is open. As John Chamberlain wrote,
 “Capitalism presupposes an open society in which the ends are determined by individuals, or by voluntary associations of individuals.” And this freedom and openness always lead to capitalism. These are intertwined. 

Further, a society grounded in freedom demands not merely respect but love of life, and assures genuine dignity and equality of opportunity to all its citizens. In the modern context, the philosophy of capitalism will also help preserve our environment since that is what will ultimately sustain all life on earth.
Thus, we have seen that capitalism has, among others, the advantages of:

· freedom in all respects (subject to accountability), including free markets and its consequent generation of wealth, freedom of expression and creativity, freedom to bargain collectively and create working conditions that workers agree with;
· innovation and entrepreneurship;
· democracy, and the opportunity for people to raise and resolve their concerns;
· equality of opportunity through education and the elimination of poverty; and
· justice and accountability, including regard for safety and the environment.
While some of us may find the idea of ‘rehabilitating’ capitalism a bit unpalatable, largely due to this word creating an image in our mind of fat and wealthy but arrogant individuals called 'capitalists', we must remember we are talking about a truly impeccable theory of freedom with credentials grounded in the greatest achievements of mankind, achieved without recourse to violence. 
Nehru played a significant role in creating a confusion in our minds about capitalism. He wrote in his autobiography,
“The part that many capitalist elements have played in India during the past few years has been scandalous”. He was referring to a few members of the financial and business world who opposed the campaign for independence. By no means did such people represent capitalism. Capitalism is a theory and world view, not a representation for traitors in any country. 
It is therefore time to ask hard questions of our socialist leaders. 
Have they ever talked about our freedom? Why do they always talk about equality and fan our flames of envy? 
In the end, it does not matter what a system is called so long as it delivers genuine freedom. I call it capitalism and am proud to call myself a capitalist. To be a capitalist is not to be an industrialist or a moneyed person. It is like being a socialist is to socialism.
2. Creating and sustaining good government

The other major task that presents itself to a free society is developing democratic institutions and processes. Creating markets and supporting them is much easier than providing good governance. Why should this be so? Because operationalising a free market largely calls for a much simpler task, of rolling back a number of needless policy interventions that seem to spring up spontaneously from time to time, and re-focusing the spotlight on justice and accountability. Once that has been done, the price system takes care of the rest. 
With democracy, though, there is no ready-made, or natural ‘voting system’ that captures the information of people's preferences on the vast number of issues that potentially affect them. We are therefore faced with a huge, seemingly insurmountable, gap between what we would like as individuals to see happen, and what our political leaders decide to do, on our behalf. 
The other important issue with democratic representation is a lack of adequate engagement on decisions. We are personally involved when buying or selling things in the market, but we do not receive enough direct information on political and policy decisions that are under way. Therefore, we are unable to influence in a timely manner the decisions of governments that are elected by us. There are also problems of inadequate accountability. We can simply walk out of a shop when a product doesn't suit us, but we get to choose governments only once in five years and have to stomach a number of policy actions during this period that we simply do not agree with.
The field of democratic representation is therefore full of arbitrariness. None of its institutions are solidly backed by theory, though all of them are attempts to be reasonably representative and balance a number of competing objectives. The concepts of simple majority, 2/3rd majority, first-past-the-post, proportional representation, direct representation, indirect representation, and so on, are as arbitrary as drawing a line in the sand on the beach. Much of this arbitrariness is merely an attempt at economising: building institutions that minimise the costs of electing governments. The other thing that their design addresses is a need to allow for some continuity in government policy. We may change our choice of the ‘best’ film heroine literally overnight on watching a new film but government policy needs to be more stable than that, else it will confuse us and prevent us from planning for the future. But at the same time, the design also needs to provide an opportunity to people to change government policies.

Given these factors that drive a seemingly arbitrary design, even the most advanced countries continue to wrestle with democratic processes, and no nation can claim to have got them perfectly right.  Therefore, democratic institutions must be reviewed and re-designed and continuously improved on the foundation of the theory of freedom, as their unavoidable imperfections are grounded in severe information and accountability problems. 

Now, on reviewing the history of freedom, we find that the struggle to create accountable governments has gone through some of the following stages:

· Struggle to minimise the tyranny of autocrats

· Reduction in linkages between the church and state 

· Discarding the divine right of kings

· Reduction in inherited powers of all types
· Creating parliaments with limited representation (eg. where poor men or women, and blacks, were not represented)
· Creating democracies with universal franchise (when all adults finally were able to vote)
· Preventing democracies from degenerating into majority-rule mobocracies through a comprehensive network of checks and balances supported by vigilance from citizens.

The great challenge with most modern democracies is to prevent them from degenerating into mobocracies. Democracies that are not structured very carefully tend to degenerate rather quickly into mobocracies, or worse (Nazi Germany was notionally a democracy, as was Soviet Russia where the Communist Party regularly received over 99% of the votes polled). 
Democracies tend to have disinterested voters, who are rather busy with their day-to-day lives, and are not easily persuaded to examine the broader public interest. While they may vote once in a while, not all of them exercise sufficient vigilance on the goings-on of a government, unaware that this slackness can cost them significantly, including costing them their lives. 
Second, these voters (all of us, as humans) are often swayed by tribal interests (by this I include all ‘group’ interests). Discord based on ethnic, racial, language and religious competitions and distinctions comes easily to us humans. All this can easily result, if thoughtful and appropriate systems are not put into place, in our having elected representatives who harbour strong ill-feeling toward certain sections of the population, as in the case of Nazi Germany. 

The lack of vigilance often starts with lack of understanding of the most basic institution of a free society, its social contract or the constitution. Not only should this document be uncontaminated by social issues that can be used to generate a majority based control over minorities, it should be very clearly focused on freedom, and provide an outline of institutions that a free society will have. Democracies need citizens to be critically involved in the design of these constitutional institutions, as well as in the supervision of these institutions. It is quite easy for politicians to hijack these institutions if adequate vigilance is not exercised. While attempts to create independence amongst institutions can assist, there is no substitute for active citizen involvement.

So what can we say about state of health of our democracy?

Unfortunately, our democracy shows very strong signs of degenerating into a mobocracy, with communal elements rising to very high positions in government and among all political parties. By communal elements I mean people who are constantly dividing our citizens by caste and religion, and often publicly commenting upon these issues with a view to gaining or retaining political power. Other elected representatives specialise in stoking the tribal undercurrents in our nature. They divide us on the basis of language, caste and tribe, place of residence (rural or urban), and ride the waves so generated to buy themselves our votes. 
As a result of these ‘divide and rule’ policies, unchecked by active opposition from alert citizens who participate in the political process, India seems to burst into mob driven frenzy and flames at periodic intervals even after 55 years of democracy. That surely is a very clear early sign of the onset of mobocracy.
 

The particular characteristic of India's governance model is that it was never well thought out, particularly its detailed mechanisms. There was no overarching principle underpinning the design of the detailed institutions, as freedom should have been. So, while we had electoral democracy, we simply didn't care whether the details added up into a consistent whole.  By not clarifying what was intended from these detailed documents, we managed to get the structure, but not the spirit, of democracy. But the tragedy is that we fail to do so even today. 
I suspect this lack of attention to the purpose of our structures has something to do with our leapfrogging stages from primitive monarchies into a Westminster style democracy in 1950. When a society leapfrogs crucial stages of political development and mutates into a different form without having undergone a lengthy evolution, it may fail to understand the reasons why the later stages of democratic governance came to being what they are, and not be able to adequately grasp the challenge of constant vigilance, and of building appropriate incentives to minimise the inevitable misuse of power.
 

In India, the linkages between religion and politics were never teased out and broken over the centuries, nor the divine right of kings ever questioned. Inherited roles continue to be accepted quite readily across the Indian society even today. These feudal characteristics create a significant risk in India of political dynasties arising from time to time, but also of the constant explosive mixing of politics and religion. On the other hand, old democracies like the British, which had to contest and even fight each step of the way, for hundreds of years, to build institutions supportive of freedom, have become strongholds of freedom and life. 

Governments elected under such conditions of ill thought out institutions which are not supervised by citizens, are unlikely to be good governments. 
Today, most Indians are reconciled to living with high levels of corruption and poverty as a natural part of the deal of independence, but this is not the way of freedom and democracy.  Indeed, all these problems can be fixed, if we are serious about it.
In other words, all is not lost for India. Our having missed a number of stages in the development of individual freedom is not likely to prove fatal if we now dispassionately review the successes and failures of the past few decades and make the necessary changes. 

First, a brief comment on what I would suggest are needless debates on alternative representation models. Looking for quick shortcuts, many people have proposed a variety of these models. But does the form of democratic representation, whether Westminster or presidential, whether proportional or first-past-the-post, really matter? 
Not really.

In my view no model is perfect, and in any case, the model per se is not the critical determinant of good governance. Two democratic frameworks that look exactly the same on the surface can operate quite differently and lead to radically different outcomes, based on the incentives arising from the supporting structures of the model. The Devil is surely in the detail. In my view, also informed by a comparison the Indian system's performance with the Australian, India needs to focus its efforts almost entirely now on understanding and refining the incentive structures that support our existing democratic representation model.
To find out how we can make our model work much better, we will need to unpack the incentives that come into play in our democracy. If the right incentives are built in to prevent the misuse of power (including corruption), it will not matter which representation model we opt for. I therefore support the existing model, but with a number of relatively simple improvements.
At this stage I propose to examine two important mechanisms of democracy in order to demonstrate my point that if things of this sort are fixed, we will become significantly better off right now, irrespective of our problematic experience of governance and representation over the past six decades. These two mechanisms are:

· keeping policy making (and ideology) separate from the social contract; and

· providing the right incentives to elected representatives, and holding them accountable. 

2.1 Keeping policy making (and ideology) separate from the social contract

As indicated in the passing, above, most modern free societies possess a written and justiciable social compact (a social contract, or constitution) that lays down the principles of government and guarantees the freedoms of the people. England is an exception to this as it developed and internalised its principles of governance and individual freedom over hundreds of years.
 

That our freedom is innate and that governments are created by us for the protection of our freedom should, on reading a constitution, become obvious even to a politician or bureaucrat with the meanest intelligence and ethical standard. This document should state that a government’s primary function is to close the loop of accountability
 through the provision of justice, such as policing, and to ensure our defence. There are very few activities outside these basic functions that a government can be relied upon to perform with integrity and accountability. Therefore, a good constitution must necessarily be extremely minimalist and not be contaminated by aspirational statements
 regarding alleged social justice or concepts of welfare which can then be easily used to create barriers to freedom. Such a document should also acknowledge our rights to the fruits of our thinking and labour (ownership of property), and to our parents’ thinking and labour in the form of bequests we may receive. 
It also should make explicit the conditions under which the society (through its government) can take away our freedom. It can be fatal to our freedom for the specific conditions under which freedom can be taken away, to not be very precisely defined in the social contract, as we found when Indira Gandhi took our freedoms away completely on 26 June 1975.
 We have to be wary of the natural tendency of all governments to dispense freedom to us in a trickle instead of treating it as our innate right. 
It is also crucial that this basic document be brief, and written in plain language readily understood by an average secondary school student. Complexity creates ‘interpreters’ and ‘priests’ (constitutional lawyers) and distances the social contract from the people for whom it was made in the first place. Not only should it be readily understood, but the reasons why it was so crafted should become apparent on reading the document. 
A constitutional document does not have to go into intricate details of how the various institutions such as a parliament or judiciary or whatever it may be that is required for preserving our freedom, will function; merely that certain key deliverables will be ensured, as specified in the constitution. Each parliament and generation of citizens should then have the opportunity to enact appropriate legislation to refine and streamline these institutions.
Now, a cursory scan of the Indian Constitution shows that India cannot aspire to high levels of freedom and good governance by virtue of its rather mediocre constitution. While I will discuss this Constitution at length in chapter 4, a couple of highlights may be worth mentioning here,

One, our Constitution has created opportunities for virtually unlimited intervention through aspirational statements called Directive Principles of State Policy. 
Two, it classifies all of us along primitive tribal lines (eg. caste, religion, tribes, etc. ─ one is either 'in' or 'out') freezing the primitive groups that may have existed in the past which do not have to be encouraged through explicit acknowledgement by the state. In any event, these aspects of our individual identity off-bounds for the state; the objective of the state must be to provide equal opportunity and treat everybody equally and justly. 
Three, India has the more immediate task of reversing the mammoth blow to freedom that Indira Gandhi delivered through the 42nd constitutional amendment in 1976. During the Emergency, the faithful daughter of Nehru that she was, Mrs. Gandhi placed Nehru’s aspiration of socialism directly into the Constitution. An ideology premised on fictitious equality and the destruction of individual freedom by a collectivist state, now sits like an interloper along with genuine classical liberal elements in our Preamble. After Mrs. Gandhi passed away her faithful party brought an amendment to the Representation of People Act 1951, coercing every political party that wishes to register with the Election Commission of India to swear allegiance to socialism (“bear true faith and allegiance to ... the principles of socialism”). How can India force the creed of socialism on every political party, and still call itself a free nation?
While the near-bankruptcy of 1991 forced India to follow IMF conditionalities which fortunately brought us back from the brink, our shame is that it is foreigners who forced this relatively tolerable position on us, in which we now, at times, take pride. Our recent growth rates have only come from discarding the more explicit forms of socialism (while retaining most of its governance-related manifestations, such as centralisation in policy making, the planning commission, and many public sector undertakings). However, most parties including Nehru's Congress party, continue to refuse to admit this publicly, and socialism continues as our national ideology, unhappily embedded into the front page of our Constitution. 

This is, among other things, dishonest.  Let's have a Constitution that does not contain subterfuge, and definitely not economic and social policy, but focuses entirely on protecting our freedoms.
2.2 Incentives for elected representatives and political parties 
Almost all free societies find the design of their electoral system, in particular the process of representation and the type of representation, to be the most difficult institution of freedom to get right. India does this particularly badly. 
A good electoral system must deliver on at least the following three objectives:

a) At least a good proportion of the candidates who are attracted to the challenge of representing people, must possess a tolerable understanding of the role of governments, particularly in terms of protecting our freedoms. Advancing freedom hinges on having governments that understand its requirements. India, however, faces a chronic shortage of people who bring a tolerable understanding of freedom and wish to represent us. Those who represent us today, the socialists, couldn't care less about freedom. 
One of the key barriers to people who can help us protect our freedoms, is that they are pretty much ‘manic’ about maintaining their integrity, and are unable to participate, with integrity, in the current electoral processes without effectively going bankrupt. A good electoral system must provide adequate rewards to people who successfully step forward to represent us; in particular, it must not compel those who are honest to go bankrupt as a condition for contesting elections. I elaborate on this problem in chapter 5. 

The second reason we can’t get these good people to contest is that they will almost certainly earn far more, while maintaining integrity, in other occupations.
 A good electoral system values the role of a peoples’ representatives by paying them appropriately. These rewards must be sufficiently high:

· to be commensurate with the magnitude of decision-making involved, but also, 
· to prevent an average person (with perhaps only a moderately developed moral sense) from being attracted to misuse, for personal gain, the enormous power that being in government provides.
 
Benchmarking political representative compensation or rewards for somewhat similar work and responsibility in the marketplace, would be a good starting point. This benchmarking must be done by those who have no personal interest in the outcome. An independent body to set the remuneration for elected representatives is perhaps the best way to do this.

b) People who apply to represent us and potentially form a government should expect scrutiny of their private lives. The highest standards of accountability must apply to people in government, because in order to assist us in seeking accountability in society, our representatives must have themselves demonstrated the highest levels of personal accountability in their own lives. Not only must persons forming our governments be completely honest, it should be readily verifiable that this is so. An honest person has nothing to hide, and therefore a high standard of disclosure should not worry such a person. 
As misuse of power is so frequent, and so easy to be tempted by, we will need to use the past as a predictor to find out whether our future representatives have at any point in time enriched themselves through misuse of power. We need to know everything about them including what is in their bank accounts, whether they have Swiss bank accounts, and when necessary, the phone numbers they may have dialled from their mobile phones, in order to exclude the possibility of their being in regular touch with thugs and gangsters. 
A good governance system would include an independent body that will ensure that personal details, such as the level of affiliation of a peoples’ representative with criminals, are collected on a regular basis but not necessarily disclosed or used in any way unless reasonable doubts regarding the representative’s integrity are raised.
We note that this higher level of scrutiny is one more reason for compensating our representatives far more than an ordinary person of their calibre.

c) Since participating in elections is expensive, no matter what the form of representation and elections, we need to know the source of these funds to find out who is influencing the candidates, but also to ensure that only legal funds are being raised and spent. Therefore there must be complete transparency in resources raised and deployed during elections. Candidates known to be agreeable to the misuse of power for ulterior motives quickly become magnets for certain types of generally despicable people. Funds that are not accounted for, or even stolen, are likely to be sought and used during elections by such morally challenged people (MCPs). In addition, MCPs are also likely to use ‘hired guns’ to threaten and scare off candidates who are not agreeable to misusing power similarly. 
Simply asking for transparency in such a situation will not create real transparency; ensuring such transparency is a hard task. However, through building carefully crafted audit, investigative, and intelligence organisations, much higher levels of transparency can be ensured than we have in India today.

* * *

But above all, freedom demands constant awareness, thinking and vigilance on the part of citizens. It calls on us to look around us and find out what is preventing us from achieving the highest levels of freedom, and then to bring about necessary changes to ensure that barriers and blocks to our freedom are removed.
As it is relatively easy to the fix problems with markets in order to make a country more free, I will not spend more time on this issue. Many of the details of free-market reform can be readily picked up in most standard textbooks of economics, But I would like to add a word of caution that many economists do not necessarily think about implementation of policies that they recommend; eg. they may recommend significant 'fine tuning' in a particular area and motivate the creation of new regulations to implement these details, but these things do not work as perfectly in reality as in their models, being implemented by self-interested bureaucrats (which does not have the same magical properties that self-interest displayed by common citizens does). Second, they look at the world with the perspective of efficiency, not freedom. Some of them even add the thing called equity into policy advice, which is completely meaningless and creates a myriad of tiny, inefficient, regulations. Therefore, while advocating standard (neoclassical) economics, I do believe that less is more; the less the policy rigmarole, the more free the economy, the more free we can become as citizens, free to innovate and achieve.
I therefore would like to focus on two bigger problems, in chapters 5 and 6, namely, (a) why we are unable to attract people into the political process who better understand freedom, and (b) why is our machinery of governance (the bureaucracy) so inefficient?
But first, in the next chapter I discuss our Constitution and examine its weaknesses and strengths in the light of the imperatives of freedom. 
Chapter 4 Our social contract – the Indian Constitution
The constitution of a country comes closest to representing its social contract, the primary purpose of which is to preserve our freedoms. It may arguably be better to label it explicitly, such as calling it the “constitution and social contract.”
On 26 January, 1949 the 299 members of our Constituent Assembly delivered a reasonable quality product that could be graded as a 'pass' or 'C' if it were a thesis for a degree. It was given effect on 26 January 1950. There were some good parts and then there were some very ordinary parts. In particular, the original fundamental rights in articles 19 to 22 were reasonably well crafted, being based on the classical liberal philosophy of freedom. This could be said to be are born of sorts, given the rather low starting point of awareness of freedom in India.  
But a little more than a year after the new Constitution been given effect, Nehru found reasons to start tinkering with it. It was perhaps fortuitous that Sardar Patel, who had a much stronger grasp of the fundamental principles of freedom and governance than Nehru did, and who would have almost certainly have opposed Nehru's  approach to the economy and to amending the Constitution, had by then passed away in December 1950. That left Nehru with the power to open the floodgates of his cherished dream of socialism.
By 2005, the Indian Constitution had been amended 93 times. Despite that, and due largely to the many legal and Parliamentary battles that have been fought in the past decades,
 our Constitution still broadly resembles its original form and structure, and retains many of its founding principles.
However, by now the 1950 Constitution has clearly passed its ‘use-by’ date. I argue in this chapter that the time has come to completely review and rewrite our social contract, while noting that there has been a significant net improvement in the awareness of democratic principles in India as a consequence of this 1950 Constitution.  
By providing an agreed set of rules that we were willing to work under in 1950, this Constitution was the glue that kept the country together. Its ability to change in response to social and political pressures, without letting go the principles of parliamentary democracy, a federal structure, the rule of law and judicial review, has enabled India to move relatively successfully from a feudal to a more open society that is now, perhaps for the first time, ready to understand and demand the next level of freedom.

Some would argue that as the Constitution is not yet fully dysfunctional, and “ain’t broken” we don’t need to fix it. But a document as important as this one needs to represent today’s expectations, which are far more stringent and called for a break from many confusions that existed in the past. This document therefore must be completely freshened up, not merely further amended. 
In this chapter I suggest some areas for review, and provide suggestions for a simple way forward.

1. Inadequate understanding of freedom

First, our Constitution doesn’t have a uniting theme, something that centres it and provides it firm foundation.  In particular, it is not centred around freedom, but dabbles with a number of mutually incompatible ideas.  It is a veritable ‘khichri’ where the sum of the parts does not add up to a whole. The debates
 of the Constituent Assembly show that (a) forces in favour of individual freedom were relatively weak when it was drafted (9 December, 1946 to 26 January 1949), and (b) there were too many vague aspirations in the minds of these 299 people, coupled with a very poor understanding of how some of these ideas stood in opposition to the basic principles of freedom that were enshrined in the fundamental rights.
Ideas that were founded on freedom (freedom of expression, property rights, habeas corpus) were liberally mixed with ideas that opposed freedom (some of the directive principles, and splitting up the single category of Indian citizen into a multiplicity of types). The Constitution we got appears to have been a political compromise of some sort, a muddle drafted by committee, not a clear document uniquely focused on our freedom.
Our Constitution’s architecture is ungainly, with, metaphorically speaking, irregular shaped precariously balanced balconies jutting out at odd intervals, marked by the absence of an underlying coherence of design.  The piercing depth of understanding of freedom and simplicity of expression that people like Alexander Hamilton and James Madison brought to the writing of the American Constitution in 1787 is not evident in the Indian product. 
Let me discuss one simple example here. 
As an admirer of simplicity, I do not know why we had to use such high-sounding jargon as ‘fundamental rights’. While I can see the great importance of the contents listed under this high sounding title, I do not see how any of these is fundamental in any logical sense. I am unable to deduce, in isolation of freedom, any role for these so-called ‘rights’ at all. I cannot figure out how our freedom gives as any rights.
The language of ‘rights’ is very confusing and always misleading, for it conjures up a ‘free lunch’, something created from nothing. I do not see any basis for demanding anything from anyone ‘for free’, even from our governments, and that includes our so-called ‘fundamental rights’. 
What we can derive instead, logically, from basic principles of freedom, is that the ‘Nash-equilibrium’ of repeated games
 in a society is intimately hinged on justice (eg. ‘tit for tat’ in a sense
). Thus, in a free society we are free to do whatever we wish subject to its complementary accountability being met. Our individual freedom mingles inextricably with our individual accountability like Yin and Yan mingle into a single whole, and are complete one with each other. That is the only logical foundation of a society where people do not go about ‘ripping off’ or ‘taking advantage’ of each other (in a negative sense).
I believe therefore that a social contract needs the following simple fundamental principle: a guarantee of our freedom and a complementary guarantee of the enforcement of accountability where it is not voluntarily forthcoming. Concepts such ‘property rights’ (which is a mere specification of the ‘who’ in the actions we undertake) or ‘freedom or speech’, are trivially derivable from this fundamental principle.
 Once we have stated this clearly, we would not need ‘fundamental rights’ but a simple list entitled “illustrative examples of an Indian citizen’s freedom guaranteed in free India’. That would make clear to all and sundry, that freedom is the fundamental principle driving our social contract, not a bunch of its logical corollaries.
2. Inflexible

Second, our Constitution has frozen our governance frameworks in great detail, such as our civil services. This makes it virtually impossible to change institutions that are now increasingly out of date. A social contract should be flexible enough to allow each generation the freedom to create institutions appropriate to its understanding and needs. For instance, countries with flexible constitutions have experimented with and been able to continuously improve their public service structures to create more accountable governance, but we are stuck with an anachronistic model. 
3. Citizens not to engage in a business of their choice
On 10 May, 1951 Nehru brought to the provisional Parliament the first Constitutional Amendment Bill, which became an Act on 18 June 1951. Its purpose was to amend Article 19 of the Constitution. Nehru wanted to curtail our freedom to trade by not only empowering government to enter into any form of business it liked, but also preventing an ordinary citizen from undertaking such business.  While in some extreme cases, there might be such a justification such as when a government establishes rules for the oversight or prevention of citizens from starting a nuclear plants or arms factories in their own backyards,
  this amendment was not brought in for these extreme reasons, but merely to enable the government to operate ordinary businesses like bread-making and running buses to the exclusion of citizens.
 
Catching thieves and ensuring justice and the rule of law, was not exciting or challenging enough (or too hard, for this is the one thing socialists hate doing). Therefore Nehru wanted government to buzz around in buses, like Thomas the Tank Engine Train, picking us up from one bus stop and dropping us to the next, tootling away at the horn. So Nehru told Parliament: 
“The citizen’s right to practise any profession or to carry on any occupation, trade or business conferred ... is subject to reasonable restrictions. While the words ... are comprehensive enough to cover any scheme of nationalisation which the State may undertake, it is desirable to place the matter beyond doubt by a clarificatory addition to article 19(6).” 

The amended Article 19(6) reads as follows: “nothing ... shall affect the operation of any existing law in so far as it relates to, or prevent the State from making any law relating to ... (ii) the carrying on by the State, or by a corporation owned or controlled by the State, of any trade, business, industry or service, whether to the exclusion, complete or partial, of citizens or otherwise.” 
The fact that freedom to set up a business or engage in a legal trade is a most basic freedom of a citizen, was somehow lost on Nehru, so engrossed was he in taking us to a new level of equality, but an equality where only government could drive buses! 

Now that citizens could be excluded at will by government from operating businesses, ended Indians' freedom to engage in a trade, business, industry or service of their choice.  Not only could the state produce shirts and bread instead of providing justice, it could forcibly oust others from that business. 

State created monopolies were declared to not deprive us of freedom. On the other hand, a great fuss was made about the tiny businesses that we had in the private sector in India at that time, such as the Tatas and Birlas which were by no means significant in terms of the size of various multinational corporations that existed in the world, but which were labelled as monopolies under the MRTP Act, and watched closely by ‘open-handed’ (as opposed to ‘even-handed’) bureaucrats with nothing else to do.

It was through such frontal assaults on the 1950 Constitution that Nehru laid the foundation of socialist India, that his daughter Indira Gandhi spent her life in building upon.

4. Abolition of fundamental right to property

To Nehru, socialism meant “the ending of private property, except in a restricted sense.”
 The restricted sense was left to his personal discretion and interpretation, making it difficult to pin down what kind of socialism Nehru had in mind. However, we do know that Nehru’s views on property strongly reflected the opinions of Harold Laski, according to whom, 
“the existing rights of property represent, after all, but a moment in historic time. They are not today what they were yesterday and tomorrow they will again be different.  It cannot be affirmed that, whatever the changes in social institutions, the rights of property are to remain permanently inviolate.  Property is a social fact, like any other, and it is the character of social facts to alter”.
 
According to Laski, therefore, property is not a natural concomitant of freedom, but a mere cultural artefact.  Very strange indeed, but such were Nehru's Muses. 
That many other political leaders in India also shared Laski’s views does not diminish Nehru’s primary responsibility in promoting these absurd ideas in India, given the enormous stature he commanded, and continues to command, in Indian life. 

His fellow partyman S.S. Ray Suggested that life and liberty are innate natural rights, but ownership of property and freedom of contract are not. According to him, these derivative (and necessary) 'rights' of liberty did not pre-exist the Constitution and would therefore of lesser import, to be knocked off one's list.
 Also, some of our judges did not distinguish themselves as protectors of our freedom. Justice Hidayatullah reportedly said that “it was a mistake” to have property as a Fundamental Right.
  
Now, for argument’s sake, assuming that ‘modern’ freedoms including things like property rights did not pre-exist our Constitution, was it not obligatory on the part of our leaders to ensure that freedom was strengthened rather than weakened in independent India? If freedoms did not exist in a feudal, imperial India, did that justify not having them in independent country? Was the purpose of our struggle for independence merely to continue with the limited set of freedoms that the British (allegedly) endowed on us, and merely substitute an arrogant, brown, S.S. Ray in place of the erstwhile imperial, disdainful, white rulers? If we, presumably, wanted to drive away the British rulers for not protecting our freedoms, should we not have stood firm to protect our freedoms when we finally got the opportunity to make our own decisions?

I am frankly unable to distinguish between Nehru and his followers, and the imperial British rulers of India. It is difficult for me to determine who was worse for our freedom.

Nehru set the ball rolling on the abolition of property rights by first enacting land ceiling acts – called, euphemistically, ‘land reform’. I will touch upon these in section 6. But after his passing away, Congress leaders were quick to advance his agenda against property rights to limit freedom. The argument introduced was that the undefined and completely meaningless thing called 'social freedom' is more important than individual freedom.   Mohan Kumaramanglam said
 in relation to the 25th amendment in 1971 that got rid of the concept of ‘compensation’ when acquiring people’s land for use by government: 
“The clear object of this amendment [25th] is to subordinate the rights of individuals to the urgent needs of society.” 
Through this amendment the government was no longer obliged to compensate for and land it acquired; the socialist flood was now in its fullest season. All stops had been opened: nationalisation, land acquisition, land ceiling.
“In the months after the amendment [25th] ... coal, coking coal, and copper mines were nationalised, along with steel plants, textile mills, and shipping lines – totalling hundreds of nationalisations”.

Not surprisingly, as this plunderous flood was supported by almost all political parties in India, and is so supported even till today, the biggest blow to property rights was delivered not by Nehru or his Congress party, but in 1978 by a rag-tag of socialist factions calling themselves Janata Dal. While we remain indebted to this motley group for having reversed some of the impositions against freedom brought in by Indira Gandhi during the Emergency, they were comfortable with progressing many elements of her socialist agenda. 

Despite the fact that land ‘reform’ legislation, that treated people's property as if it belonged to the state, had been successfully enacted by then (and sheltered under the Ninth Schedule of the Constitution from judicial review), the very idea of a citizen potentially using the Constitutional right to acquire, hold and dispose of property was so repugnant to all Indian political parties, that they had to get rid of it.  And so, with their 44th Amendment of 1978, the Janata party repealed Article 19(1)(f) that guaranteed to the Indian citizens a right to acquire, hold and dispose of property, citing the reason that: 
“Property, while ceasing to be a fundamental right, would, however, be  given  express recognition as a legal right, provision being  made that  no  person shall be deprived of his property save in  accordance with law” [which is an enormously weaker protection to our freedom]. 
Today, all Indian citizens hold property in their country at the whim of their ruling governments, not as part of their social contract.

5. Forcing policy choices of the past on today 

Our Constitution suffers from the flaw of a multitude of enabling policy provisions called the Directive Principles of State Policy. These principles are a wish list of the policy whims of the 299 members of our Constituent Assembly,
 who obviously did not have any faith in the capacity of future generations to make policy choices for themselves. 
These types of policy lists would be fine in someone’s personal writings such as books like this, but are simply unacceptable in a social contract that must leave each generation of citizens free to contemplate their reality and make their own considered policy choices. 
In addition, some of these provisions stand in stark opposition to freedom as they literally invite governments into social and religious areas that are never the business of governments to get involved with, but matters for us, individual citizens, to resolve for ourselves in our personal lives. I even believe that some of these provisions have contributed to the exacerbation of existing divisions in the Indian society.  For instance, the natural tendency to suspect the intentions of other communities and religions, finds encouragement through aspirational policy statements such as the universal civil code (UCC, discussed at length below). 
In the same vein by which they disregarded fundamental rights, a number of political leaders, including Nehru, advanced the absurd claim that directive principles have a higher status than fundamental rights, thus nullifying the very point in having a Constitution. Nehru would have completely removed any protections on freedom, if he could have, and replaced them with the whimsical policy preferences of any two-penny Third World country dictator. He declaredin 1955, “It is up to Parliament to ... make the Fundamental Rights subserve the Directive Principles of State Policy”.
 
Very mercifully, and almost by the grace of random chance factors, the ‘basic structure’ of the Constitution still remains intact. And therefore, the people of India continue to have at least some freedoms.
5.1 How a uniform civil code violates freedom

I will now demonstrate how the Article 44, that states: “The State shall endeavour to secure for the citizens a uniform civil code throughout the territory of India”, diminishes our freedom. 
To the extent that we are merely talking about torts or other matters of civil compensation or justice in relation to contracts and the like, this is completely unexceptionable, and indeed, India already had a fairly consistent framework for such matters. So what was the reason for this Article to be included? It is obvious that the matter relates not to civil law relating to justice, but to personal law. To be precise, it relates to "matrimonial matters, guardianship, adoption, succession, and religious institutions".

Now, an individual’s choice of a particular religion (if any), and actions under that religion, if applicable, is a purely personal matter that is bound through an extensive socially acknowledged chain of accountability, that long predate modern governments. For instance, the institution of marriage predates institutions of modern government by tens of thousands of years. 
We don’t need governments to tell us how to marry. Marriage is a primeval human relationship in which, unless a very good case can be made for it, the state has no business to meddle. The state is a servant of our convenience, established through a contractual arrangement to ensure that our freedoms are guaranteed and justice enforced where accountability has failed. The justice we delegate to the state relates primarily to matters that have some commercial bearing, or matters that are criminal. We do not want governments to be poking their nose within our family unit without a very good reason. 

Indeed, the matters where legislation can become completely absurd.  Institutions of marriage and related personal 'laws' touch upon matters that are often discretionary. We cannot legislate the amount of affection that a husband must feel towards a wife.  We cannot legislate that a father must invariably leave an equal bequest to all the children, irrespective of the care and effort that different children took of the father when alive.

Most of the accountabilities that are established in these personal matters are a creature of social consensus within the boundaries of a particular religion or other social structure.  It is not up to the government to decide which mode of consensus is appropriate for an entire society.

In other words, all societies have developed their own norms of marriage, including rules of accountability, either explicit or implicit, accompanying these norms. These personal rules of accountability are widely known to, in some manner or other, balance the economic liabilities of the two families or communities that come together through such marriage. There is no uniquely ‘correct’ way to draw these economic and other liabilities together, and so there is usually scope for negotiation within these broadly accepted social mores, and I should be in a position, as a free citizen, if I am party to a marriage, to negotiate suitable understandings and agreements which would then bind all parties involved.
 The key point is that as long as a group of free people voluntarily accept a particular commonly understood mode for balancing their liabilities, no outsider has any business to get involved. 
If I cannot choose my religion, my culture, and my way of life, then what is the point of my existence? We must be free to live as what we are or want to become, not what others coerce us into becoming. The state has been created for our convenience; we are not born for the convenience of the state. A free citizen must be free to choose amongst competing suppliers of marriage laws, religions, cultures, just as we choose between different brands of biscuits. 

This also means that those who are not satisfied with their society’s traditional norms (as I was not) are free or should be free, to explore, create, and adopt alternative norms. I may even decide to follow a general set of rules for marriage (eg. Special Marriages Act) prescribed by a government for people who are not willing to accept traditional mores, but do not have the expertise or inclination to create their own the detailed rules of accountability. 
Monopolistic supply (a uniform supply is the same as monopoly supply) of marriage laws and procedures will simply place roadblocks on innovation, and reward existing suppliers. Uniformity among all ‘personal laws’ is therefore not a virtue of any sort, but an imposition.  Those of us who are concerned about freedom must be very suspicious indeed, of attempts to impose a mythical 'best' way to marry, or to pass on our inheritance.

It can even be argued that Article 44 was possibly introduced to disguise a demand for Islamic laws to be restructured to suit the views of the majority religion, which, if true, is a really insidious way of imposing majority rule in a democracy.

Either way, the whole thing of a UCC is incompatible with the tenets of freedom and democracy and must be scrapped.
But then, just as there is no smoke without fire, I gather that there are some legitimate concerns that sit below this directive principle. A few areas of policy discussion (not Constitutional discussion!) therefore arise, that I propose to examine using the lens of freedom.
a) 
If certain accountabilities are framed within the parameters of ‘standards of civilisation’ below which actions are unequivocally deemed to be criminal, there will be no further dispute about uniformity, for all citizens will be held to the same standard. 
Let me elaborate a little bit. Just as being free does not that mean we have a license to murder, go head-hunting, or to hold slaves, so also each society can reasonably abolish certain primitive, or clearly criminal social norms that are no longer compatible with modern civilisation.  Sati and child marriage are cases in point. These prohibitions are limitations on our choice in the interest of accountability and thus freedom. 
Bigamy is a potential candidate for such prohibition, but it has a number of gray areas, and I discuss it separately (Appendix 2) rather than spending time on it here.

b) 
In addition, we can also have laws that promulgate minimum standards regarding things like marriage, based on socially acceptable ethical boundaries, without necessarily being the lowest common denominator. Instead, some of more empowering and freedom generating cultural standards could be used to frame these minimum standards. People may, of course, and should, if they so choose, deliver to themselves higher standards than these.  
In the context of modern civilisation, the terms of a divorce settlement that protects the rights of the participants in marriage, and particularly the children, will not amount to a violation of freedom as it would establish a minimum standard of accountability. 
However, needless complexity on this matter has been introduced in India by the government’s enacting Hindu laws which defined these standards for a portion of the population.
  I will presently come to that, separately.
The point here is that both these issues are examples of matters for possible policy debate, to be discussed by each generation independently in a Parliament or otherwise, without someone getting excited about a policy reference made in a Constitution written two generations ago.
	Box

Suggestion on a personal law framework compatible with freedom

I am making a few suggestions here, based on a preliminary analysis of India personal laws and the theory of freedom.

I believe that laws such as the Special Marriages Act
 are fully within the purview of a free nation’s government, as such laws provide a framework of accountability for marriages that are not performed within a religious or cultural setting. 

However, The current systems are extremely limited and inflexible, and there is no reason whatsoever for that to continue. For instance, there currently remains the problem of people not covered under existing Acts, but also why should these few, and therefore monopolistic ways of marrying, be acknowledged by the state? 
Section 5 of the Hindu Marriage Act 1955 does not allow a Hindu to marry a non-Hindu under Hindu custom. So, if a Hindu male were to choose to undertake a semi-customary marriage with a Muslim woman using a Hindu priest somewhere in India, their marriage will not be valid under the Hindu Marriage Act. It consequently also cannot then be registered under s.15 of the Special Marriage Act. The Muslim Women (Protection of Rights on Divorce) Act, 1986 would not protect such a woman, as it only covers Muslim women who were married according  to Muslim law. A Muslim woman marrying a Hindu in this manner would have no ready access to justice if abandoned. Of course, this whole problem could have been avoided by marrying initially under the Special Marriage Act.
Nevertheless, why should any one be bound by a very small and limited set of customary or secular agreements that are so inflexible? 

Once a society has agreed to minimum standards for personal law, as suggested above, a Marriages and Marriage Norms Registration Act can be enacted by which any religious or non-religious organisation, or group of persons including a couple, that meets the minimum standards prescribed, and abides by the general laws of the land, could register its unique set of Norms with the government, which could then be cited at the time of marriage. 
If such an Act comes into existence, the entire body of the Hindu Marriage Act could simply be registered as a Hindu Marriage (type 1) Norm by the government, provided it meets the minimum standards. That would leave the field open to Hindu competitors who are willing to supply other types of Hindu Norms. This flexibility will preclude raising the status of a particular brand of ‘Hinduism’ through state acknowledgment. There could easily be forthcoming over the years, I would imagine, many variants to be registered by government as Hindu Marriage Norms (type 2, 3, ..., etc.), with their uptake being determined by ‘market’ forces.
A couple could also create and register their own negotiated accountabilities (Private Norms) that meet the minimum standards. In the case of the marriage of the Muslim woman with a Hindu man cited earlier, this couple could marry under a specifically designed Norm suitable to their needs and understandings, and register it appropriately. Then, when divorced, the Muslim woman would have access to those basic legal protections. 

A registry of these registered Norms could therefore be maintained on the internet, potentially allowing hundreds of different Norms to get registered, and allowing couples the freedom to pick whichever they like, and register their marriage by citing that Norm.


5.2 Constitutional meddling in religious matters

At various places in the Constitution, too many to discuss here, the government is enabled to generally dabble in religious matters.

But as indicated above, a government has no business to intrude into my house, temple, or mosque. So also, have government simply does not have any role in specifying religious standards. 
However, the Indian state has been actively meddling in religious law, particularly the Hindu laws
 promulgated by Nehru’s government in the 1950s. It is beyond me to speculate why a free country’s Parliament enacted Hindu laws, as this action completely confounds the roles of the state and of religion, a serious concern in a fledgling democracy. But more problematically, it creates a monopolistic boon for certain suppliers of religious norms to the detriment of others, particularly competitors who may arrive in the future. 

Religions have always shown, as have all other cultural accoutrements, a very strong tendency to evolve. If left alone by the state, Hinduism would continue to evolve in myriads of different directions as it has done over the centuries. 
If left to themselves, there is a fairly high chance that some religions will also become extinct, as happened to the Egyptian and Greek religions. Others continuously re-form, in the light of changing community expectations. But by codifying Hindu laws Nehru effectively froze Hinduism into its particular form and shape prevalent in the 1950s, preventing its further natural evolution. This must of some (academic) concern given that Hinduism has never been a monolithic religion In the first place, and has never had a single set of practices, but a range of sometimes radically different marriage patterns practised by an assortment of often considerably diverse groups, or sects.  These monolithic Hindu laws also commit the blunder of clubbing independent regions like Buddhism, Sikhism and Jainism together under Hinduism.

Nehru (who personally avoided religion, and definitely its excesses) thus set up barriers to competition against a particular form of Hinduism that is codified in these laws, by which a person like me is deemed to be a Hindu despite my refusing to advocate any religion that does not meet my standards of non-discrimination, among others.
 As usual, all long-term monopolies are always created by governments acting in a misguided desire to ‘do some good’, without first enquiring whether it is the right thing to do. Not only that, it is quite exasperating, and even embarrassing, that in a secular country the government actively manages, or deputes its officers to manage, religious bodies.
 This constant meddling in religious matters is a blot on the fair name of our nation. 
In my view, already cited, a free country’s government has no business to acknowledge or ask for the nature of personal choices that people make so long as their consequences of the interactions and choices are managed amicably between the parties involved. For instance, a government should not be asking me questions like whether I am a Hindu, Christian, or agnostic, whether I shave my beard or eat mangoes, carrots, rabbits, cows or pigs. Such private matters must always remain out of bounds for a government as these personal choices are not related in any way to the functions and responsibilities of a government. 
By enacting religious laws, Nehru, and more generally, the Indian state, have ended up promoting bigotry and created comprehensive confusion among people about the role of the state, and risks our becoming a mobocracy that seeks to control the religious and cultural choices of people who do not belong to the majority.

In fact, so deep has this confusion about the proper role of the state becomes that the religious card is now played in every election by every political leader who wants  a quick route to power in India. The BJP’s repeated demand for a UCC
 is a case in point. The interesting thing is that originally, Hindu leaders opposed the enactment of Hindu laws and the UCC. The original position of the RSS is outlined by K. R. Malkani in his The RSS Story (1982): 
“Shri Guruji [Golwalkar] went so far as to say that Muslim Law could continue separately, without being replaced by a Uniform Civil Law, as laid down in the Directive Principles of State Policy. When subsequently asked whether uniformity of law would not promote national integration, he said, ‘Not necessarily.’” 
But now, moving far from this original position, which was, in fact, compatible with freedom, and motivated perhaps by the fact that Hindu law is a fiat accompli, the RSS and BJP are demanding that other religions must follow suit. I suggest that they move back to their original position, which will enhance the freedom of all Indians.
 Instead, let every religion determine its own Norms that comply with minimum standards (standards that can evolve over time). 
The net result of these changes would be that (a) no uniformity would be imposed on anyone, (b) government would never prescribe any religious process and never talk or write about religion in any of its laws or statistics, and (c) ever-evolving minimum standards of accountability on personal matters would be established.

6. The injustice of a ‘justice of yesterday’
To justify socialism, particularly to justify diluting property rights, Nehru argued for “not just the justice of today, but the justice of yesterday”.
 In doing so, Nehru, a barrister, made perhaps the most unforgivable error any lawyer can make, namely, of arguing that accountability transmits over generations, to people who had nothing to do with the alleged injustice in the first place. 
According to Nehru, the guilty are dead, so we, who were not born when the alleged crime (under today’s laws) was committed, have the freedom and power today to punish the innocent children (who were not born when the alleged crime took place) of those who were allegedly guilty of these alleged crimes in the past but were never caught or punished then! It is therefore ‘right’ to punish people today by taking away their lands, property, even the right to equal consideration in law.

Had Nehru applied his distorted sense of justice to himself, he may have found that, possibly 50 generations ago, one of his ancestors had treated a low caste person criminally, but was not caught by the law at that time (there was most likely no such law at that time). Under Nehru’s definition of justice, he should have, using modern laws as the basis for admitting his ‘complicity’ in his ancestor’s crime, given himself up for punishment (without trial of course, for such are the laws of socialism) for being the progeny of this alleged criminal. That this idea of ‘justice’ is nonsensical is obvious even to a toddler. 
But India is indeed a strange place. Nehru was not the only advocate of intergenerational justice. Such arguments are made even today. Leaders of BJP applied this spurious reasoning to encourage their followers to  tear down the Babri Masjid. If it were indeed true that there is a ‘justice of yesterday’, then the world would never be at peace. There would be no end to the cycle of retribution. We would also fail to explain why USA, Japan and Germany are close allies today after what happened in World War II. 
Freedom depends on, in fact critically hinges upon, justice. Justice in our lifetime; not the justice of yesterday. 
Social freedom

I must also elaborate for a moment on the associated Nehruvian misconception that he called social freedom, a presumably collectivist form of freedom.
 In his view the “concept of individual freedom has to be balanced with social freedom ... and the relations of the individual with the social group”.
 
Lumping the rock solid concept of individual freedom (and accountability) with a spurious concept of ‘social freedom’ that is never definable, is unsustainable, first, because there is no possible method of seeking social accountability, and second, because it has no systematic origin or link with our individual life.
 
As there can be no freedom of any sort without its strictly matching and equivalent accountability, Nehru’s social freedom also needs its matching ‘social accountability’. But we search in vain for ‘social accountability’ as a concept, or we find its 'practical' forms that we cannot digest. The fact remains that in a just order, societies are never accountable for anything, individuals are. Only a spurious argument would hold Germans as a whole to be accountable for Hitler’s massacres of the Jews. Only those individuals who participated in these massacres can be seen to be accountable. 
A crude form of social accountability, called collective punishment, is said to have been practised by some officers in British India by which all men in a village were punished for the crime of one of them.
 If we never thought that such a practice was just at that time, how can such a thing be found to be just in independent India?

Social freedom, social justice, and the ‘justice of yesterday’ are concepts without logical content, and very easy to distort for any whim that someone may arrive at. Despite that, they have been used, and continue to be used, by ruling elites in India, to trample the liberties of ordinary citizens. 
6.1 Example 1. Land theft

Let me, for convenience, lump together the abolition of the Privy Purses and Zamindari, and the so-called land reforms (land ceiling legislation), and bundle them into an objective called, 'abolition of feudalism'. 
Some would argue that a feudal society that sits in opposition to freedom may need some ‘rough handling’ as happened in England with the beheading of Charles I in 1649. Freedom does not necessarily take a linear path, and those who gain from an (unearned) status quo have rarely hand over their powers voluntarily to the people.
However, I cannot possibly see how freedom can be advanced through any form of injustice.  
I can see clearly my mind how India could have abolished feudalism in a much better way through the advancement of freedom, not by becoming primitive brutes ourselves, and misusing power in a similar manner as feudal zamindars or kings may have used in the past.  If they were thieves and treated our ancestors badly, we do not set the problem right by become thieves ourselves.
I'll focus here on the example of land ceilings, but the same principles apply to everything else done in the name of abolishing feudalism.

Nehru’s First Five-Year Plan first articulated the socialist argument of plundering those with land holdings above a particular 'ceiling', and redistributing them to the poor. This plan was implemented quickly, and by 1960, most states had introduced fixed ceilings on land. 
Land ‘reform’ legislation was not about the individual accountability of specific Zamindars who had recently grabbed some people’s lands, but was about advancing the idea of a justice of yesterday. This legislation forcibly sought ‘reparations’ for the alleged crimes committed by the ancestors of those living at present. Land was taken away, without trial, from people who had not committed alleged feudal crimes; the alleged crimes were committed by their ancestors. It was an involuntary, non-negotiated, unjust, seizure of land. Theft. A violation of individual freedom. The fact that the state had legislated this theft did not make the state’s crime less of a crime. That is the whole point of mobocracies, where plunder and crime is legislated by the majorities. 
We must pause and ask: what had we not achieved through our independence that caused us to attack innocent members of our society and divest them of property? 
Had we not already divested the princes of their monarchic powers and constructed a republic? Had we not declared adult franchise and empowered the entire community? Could we not have, through application of equal opportunity and the rule of law, made Zamindars completely redundant to our economy, if that was our objective?

I believe that in the favourable environment for the advancement of freedom that existed after independence under the tutelage of people like Gandhi, Sardar Patel, and Rajaji, we had the opportunity to set the highest standards in the world on the behaviour of democratic governments.  We had the opportunity to build a culture of freedom, and a culture of justice.

But Nehru squandered this great opportunity by allowing the baser elements among the majorities, those who call out for plunder merely because they see a person holding wealth, to override the very basic reason why we wanted to become independent (or at least I hope that was the reason why we wanted independence): to bring freedom and justice to the people.
I believe that instead of choosing the path that Nehru did, he should have focused on applying the standard tests of accountability to every citizen irrespective of their background. For instance, if a Zamindar committed a murder or rape, that Zamindar should have been tried and placed behind the bars. Unfortunately, he chose to do the opposite. Instead of bolstering the rule of law (which is a very hard job that Indian governments have always avoided), through which ‘bully’ Zamindars and princes would have been quickly made to behave like ordinary, decent, citizens, Nehru chose to diminish their freedom without trial. 
In doing so he weakened freedom for everyone and fostered a muddle in the minds of people in India about what is right and wrong. For if a Minister could order seizure of someone’s ‘excess’ land, it was not a big leap of ‘deduction’ (and which could even be disguised as righteousness) for a politician or bureaucrat to force money out of a trader or manufacturer, the alleged ‘capitalist exploiter’, for personal use. 
Nehru's times were in fact similar to the times in France after the French revolution of 1789 in many ways; mobs controlled the government and the only savings grace is that they pretended not to be mobs. The use of the Parliament disguised the basic principle of revenge (not freedom) that has underpinned our entire governance since 1950. Nehru’s times are best characterised as the time of ‘justice by stereotype’, as crude and as brutal as racism in impact, in the broad-brush defamation of people that took place in those times on the basis of their visible characteristics. 

Every rich person ─ every trader, money lender, or zamindar, was deemed to be an evil ‘capitalist’, without looking into each individual as the sole and unique locus of responsibility. We may be rich or poor (often both, in the same lifetime), but we must be equally free (and accountable) in free India.
Justice deliberately denied by the state to even one citizen diminishes the freedoms of all of us. That, unfortunately, has happened for so long and in so many ways in ‘free’ India, that most of us have lost our sense of justice, and hence of freedom. 
As expected, though, India’s land ‘reform’ experience quickly went to seed. Not having strengthened the government’s machinery to enforce the rule of law, even the land ‘reform’ legislation quickly became unenforceable. As all of Nehru’s socialist functionaries
 necessarily had to be paid very poorly
 as there was never much money left to pay policemen after feeding loss-making public sector undertakings, the lower functionaries fell easy prey to the ‘manipulations’ (in self-defence) of the same feudal lords whose lands they were supposed to acquire. 
Corruption grew in leaps and bounds. Wrong ends. Wrong means. Wrong results. Failure is writ large on all policy attempts of socialism in India, because its policies drove (and still drive) people into corruption to escape its unjust rules. Just as integrity and morality are the hallmark of a society underpinned by freedom, namely capitalism, so also subterfuge, hypocrisy, corruption, and deception the hallmark of a collectivist society underpinned by revenge, namely socialism. It is easy to blame ‘bribe-givers’ for the rampant corruption in India, but the truth is that corruption has been almost inevitably an action taken in self-defence by people against a system that never give them the confidence of its being run on merit and integrity.
Indira Gandhi, who had little of Nehru’s intellectual depth, blindly continued Nehru’s ‘justice of yesterday’ tirade in 1971: “Compensation for what,” she asked, “[C]ompensation for land ... for a palace or big house? ... [W]hat about compensation for injustice?”
 
The deadly poison that Nehru has administered India of a ‘revenge’ to be administered through the coercive power of the state but without reference to individual justice, has by now seeped into our DNA and channels our minds into endless discussions of ways to redistribute poverty, and how to pull back anyone we see as being wealthy, rather than seeking the arguments of freedom or new ways of creating wealth.

Instead of commencing  a land theft movement, Nehru should have focused instead on building a very strong police, judicial, land records, and tax system.
 Then, through the use of progressive taxes (particularly wealth taxes) he could have captured some of the historical rents accumulated by feudal lords and princes. This would have been done fairly and transparently, and would have applied to everyone's total income and wealth, and not be limited to land, thus being seen as fair. By assuring everyone that the laws of the land would be equally enforced, the evils of feudalism would have been wiped out without impinging on anyone’s  freedom. Very strangely, though, most taxes do not even apply to people living in rural areas, which means that feudal zamindars continue as they were six decades ago.
6.2 Example 2. Reservations

Our Constitution has institutionalised social inequality through Part XVI that has provisions relating to certain ‘classes’ on the same ground of the ‘justice of yesterday’. 
We note once again how a great problem is created by putting into place provisions based on tribal or religious affiliation into the Constitution.  By acknowledging these distinctions in the Constitution, we effectively freeze these 'classes' for ever.  But pouring concrete in any way on the natural evolutionary process of cultural change is incompatible with freedom: every culture should be free to evolve and change.  In particular the evolution from tribal (collectivist) models to modern (individualist) societies needs to take place sooner than later in order to enable each tribal individual to achieve his or her highest potential. And so, while the use of words like tribes and castes is fine for sociologists, this is not the language appropriate in a social contract.
But these Articles went far beyond the mere categorisation of people.  These are affirmative action clauses, based on the concept of ‘the justice of yesterday’, that perpetrate grave injustice today. The most distressing part of this injustice is that it finds a place in our Constitution itself. 
Affirmative action in the form of reservations is based on the argument that the present generation should hand over its equality of opportunity to compensate for ills allegedly committed by their forefathers. The fact that the present generation was obviously not even born then makes this patently untenable. Children can never be held accountable for the actions of their parents. 
As inequality buttressed by government amounts to coercive discrimination, the entire society loses its freedom, even those who are being discriminated ‘positively’. It is therefore unacceptable to institutionalise such inequality of opportunity and to reduce freedom by creating reservations for people that over-ride merit. Setting right past inequalities can never be done by institutionalising new inequality of opportunity. Two wrongs do not, ever, make a right.
Members of the current generation who may be actually doing the work of bringing about higher standards of freedom and equality for all, or have drifted free of religious moorings, are now are legally held to be less than equal. One outcome of this method of ‘setting right things’ is that people who are treated poorly in Hinduism will find it extremely difficult to walk out of Hinduism, given that they will lose these unequal benefits. If anything will perpetuate the caste system effectively, reservations will. Affirmative action does not get rid of the underlying problem, but exacerbates it.
I am not denying that caste disadvantage or other forms of social discrimination were rampant in India, and continue till today (the Hindu caste system is one of my childhood reasons for dissent with Hinduism). However, similar discrimination or stereotyping has occurred in every part of the world (which, of course is no justification for its continuance anywhere – but let me finish my point). We know that even as George Washington read out the American declaration of independence in 1776, he personally owned hundreds of slaves. Thomas Jefferson, the man to whom we owe the American Declaration of Independence owned over 180 slaves even as late as in 1824. Similarly, providing equality to women in simple matters such as adult franchise has taken a very long time coming. 
The point I am making is that the solution to social discrimination is not to muddy the waters and damage freedom, but for social reformers to initiate community-based voluntary action to educate people, including socially boycotting those who demonstrate bigoted behaviour. If we are concerned that discriminatory practices are not changing fast enough, then we need to take steps, individually, to form reformative associations that educate people against these practices. There are many other forms of individual protest that can make a difference. We could use 'non-caste' titles, reform the religion, or even abandon the religion. Ensuring perfect equality of opportunity is a largely matter of social reform and awareness, something to be done by social reformers, not government. 
For instance, I would hope that by now, as a result of my education and experience, I am no longer as bigoted as my ancestors were. However, can anyone force me to not be bigoted merely by passing a law? No, for what will happen then is that my bigotry will go ‘underground’.  

But the removal of which through social reform should not be task given to the government in any case. What the government can do, and should to effectively (which means it needs to build the capability to enforce such a law), is to enact an Equal Opportunity Act “to enforce everyone’s right to equality of opportunity; to eliminate, as far as possible, discrimination against people by prohibiting discrimination on the basis of various attributes”.
 Such a piece of legislation will clarify, extend, and enforce Articles 15 and 16 of the Constitution. Having prohibited blatant discrimination, and provided opportunities for redress of such discrimination, a government should then focus on enforcing equality of opportunity (that includes a total revamp of the school education system) and leave social reform to social reformers. 

I can hear an outcry at this stage: but the government must do something about it!

Many people will still continue to argue for a more active role for government in ‘reforming’ the society. We all feel bad for the myriads of things that are wrong in our society and want someone (government, mostly) to do something for these things. I would like to suggest to such people that they undertake the following 3-step process:

1. Begin by setting aside, in little green jars labelled ‘Eliminating Caste System’, ‘Funding Disadvantaged Peoples Associations’ etc., all the money that they were willing to let the government take away from them as taxes (say 1% of their income?). Normally, all that money would go to establish bureaucracies that have a total of zero interest in eliminating the problem (for if the problem goes away they will lose their jobs). Therefore, funding the government may not be a great idea, particularly if an alternative can be found.
2. Instead of funding the government, let these concerned people get together with others who believe in a similar cause and form associations to promote the cause. There may already be such associations in existence that merely need strengthening. 
3. Finally, once they are satisfied about the quality of work possible in such associations, let them bring along their jars of money and contribute the money to such associations.
 
They will be pleasantly surprised to find that social causes are impacted far more quickly, efficiently, and effectively by volunteers and social associations than by asking governments to do such things. 
The fast track to an excellent social contract
Given these and numerous other shortcomings that I have not touched upon, the Indian Constitution needs to be complete re-written to simplify its language and drastically reduce its length while at the same time focusing on the basic principles of freedom and creating institutional flexibility that will enable each generation to arrive at its own policy choices. It may then start by saying simple things like: 
“We, the consenting adults of India, jointly decide to hand over our the powers of self-defence and enforcement of contracts vested in us as sovereign individuals, to a government elected by us from time to time, that we jointly agree to pay, as a society, an amount of money reasonable for achieving its objectives. 
“Its primary objective will be to ensure that our national boundaries and individual freedoms are preserved and protected in the most effective and economical manner. More specifically, by doing so, we also assure ourselves of the following (illustrative) derivatives of our freedom: ownership of property, freedom of expression including freedom of religion [and so on ...].
“While we commit to individual accountability for our actions, we are willing to let the state intervene as a provider of justice when we fail as individuals to uphold the accountabilities and liabilities that we create through the consequences of our actions or inaction.” 
“If funds are left after fulfilling the primary objective, the government will also ensure equality of opportunity and the provision of public goods in the most effective and economical manner.” 
And then, things like:
“To protect our freedoms, we agree to create, through legislation enacted from time to time, mechanisms that deliver us the following outcomes:

· equal representation is provided to every adult citizen in the law-making process through a first-past-the-post Westminster model and through referendums where reasonably practicable;
· courageous, knowledgeable and responsive fellow citizens seek to contest elections to be our representatives;
· when accountability it is not voluntarily achieved, both in the civil and criminal matters, it is enforced;
· decisions on our society are always taken by the level of government that is closest to the people and best informed on such matters; 
· an effective machinery is created to effectively and efficiently deliver the decisions taken by our representatives;
”
ending this list with provisos that:

· “This new Constitution will come into effect upon receiving a majority of 51% of the votes polled in a referendum to which this social contract is being put to;
 and coterminous to legislation that delivers on each of the above processes, to be separately and simultaneously enacted by Parliament. The Constitution of 1950 will be deemed to have been repealed on this Constitution coming into effect.
· The Supreme Court of India will be the arbiter, when questioned by a citizen, of whether legislation enacted by Parliament is compatible with our individual freedoms;
· These are the emergency provisions [list them
]
· This is how this Constitution can be changed [a 51% referendum each time, with at least 60% of the people voting].
· This is how the constitution will be renewed by each generation [51% referendum every 30 years]
· This is how a part of India can ask to form a new state if it is not happy with being part of an existing state [a 75% referendum with at least 70% of the people voting, and through public persuasion ie. without recourse to any violence]
· This is how a part of India can secede if it is not happy with India [a 95% referendum with at least 90% of the people voting, and through public persuasion ie. without recourse to any violence]”
A bare-bones Constitution of this kind will ensure that it almost never needs to be amended, but that the relevant processes for protection of our freedom can be improved upon by each subsequent generation through the simple means of ordinary legislation.
The great advantage of having a much simpler Constitution is that we will all be able to understand it easily, and have ownership over it through a referendum. The other thing it does, though, is to ask us to trust the adults of each generation, who will ultimately constitute membership of the Parliament, to devise legislation that is seen by them to be prudent and effective in protecting their freedom. 
I am suggesting, below, a three-step process below that will give us this new and much more and effective, Constitution. 
1. 
As a I first step, a new Constituent Assembly should brainstorm and arrive at about five pages of ‘high-level’ principles of the sort outlined above. These five pages should be put to vote in a referendum, and once passed by a majority, should be declared the Social Contract and Constitution of India. It is crucial that these five pages talk of basic things that can be easily understood by a person, or fully explained in detail to an illiterate person in a public meeting lasting about one hour.
2.
Simultaneously, the Parliament should translate (without any substantive change) the institutional framework currently prescribed by the existing Constitution into numerous Acts of Parliament, eg. President of India Act, Legislative Bodies Act, Courts Act, Election Commission Act, Civil Services Act, Reservations Act, Directive Principles Act (yes, even this one!), Responsibilities of Governments Act, and so on. These should commence on the date when the new Constitution is declared enacted through the referendum. Thereafter, upon the enactment of the new Constitution, India will get a durable Constitution with flexible laws that can be refined over time to protect our freedom.
3.
As a final step, all these new Acts can be reviewed by the Parliament in a prioritised manner (each review taking up to one year of extensive India-wide public consultation; thus finishing in about two years each) and re-enacted, amended, or repealed. The Directive Principles Act and the Reservations Act would presumably be repealed. Acts that would be significantly modified may include the Civil Services Act, Comptroller and Auditor-General Act, and Election Commission Act. Acts that are likely to remain unchanged would include the President of India Act, Legislative Bodies Act, and the Courts Act.
I admit that this approach, if not executed with extreme care, risks creating a situation in India where legislation inimical to freedom can be easily enacted by a Parliament. 
But if our leaders are not ready to protect our freedom, it can be taken away from us irrespective of the ‘rigidity’ of the Constitution. Even our ‘cast iron’ and ridiculously long Constitution was found, when the crunch came, to be completely porous and unable to withstand the assault on freedom launched by Indira Gandhi through declaring an Emergency on a flimsy pretext. Hitler was not stopped by the German constitution in taking away his people’s freedom, nor have Pakistani dictators been so prevented. 

Freedom is never protected ultimately through pieces of paper, no matter how long and tedious we make them. Freedom is protected through our participating actively in the political process and demanding the preservation of our freedoms at each stage. The best way to protect our freedoms will always be to find representatives for our Parliament who deeply understand what freedom means.

Chapter 5 An analysis of political corruption in India 

While no one sees a non-democratic future for India, despite hiccups now and then, we seem to be struggling with the quality of representatives that we are able to find. 

Now, a truly free society should be able to find for itself “representatives in any intellectual respect superior to average”, as John Stuart Mill said in his essay on Representative Government (1861). In addition to their being intellectually superior, we should be in a position to expect our MLAs and MPs to possess at least an average person's prudence and moral character. Finally, we should expect at least some genuine dedication to the public cause and public policy, and easy approachability.
But something is clearly very wrong. Our democracy simply doesn’t throw up such leaders. 

I  believe that we should not look at the success or failure of democracy in India by using the very lowest of benchmarks, such as comparing ourselves with Pakistan or China. It is true that even our not-so-good representatives have allowed for a wide range of aspirations to get engaged in, and to play a role in our democracy.  This has meant that we have managed internal conflict relatively well. But really, this stuff is a basic requirement of all democracies. Every democracy does that, namely, manage a lesser or greater diversity of political opinion. It is tautological. But not every democracy generates corrupt political leaders like ours. And while leaders in the democracies of free countries inspire their people to greatness, our democratic leadership fails to inspire anything but contempt.
Prior to the inception of Transparency International in 1993, it was widely acknowledged that India was an extremely corrupt country, but there were few comparisons. Since then, with its relatively rigorous international benchmarks, we have been found regularly to be one of the most corrupt countries in the Third World, apart from being rated highly corrupt in comparison with developed countries. Between 2001 and 2006 we have been found to occupy somewhere between the 70th and 90th position in the world on this scale. Even communist China, drug-infested Colombia, and genocide-ridden Rwanda are seen to be generally less corrupt than us. 
Therefore, whatever else we may be today, we are definitely not a role model for anyone in the world on ethical standards. 
On hearing this, our politicians routinely smirk from ear to ear, and following the World Famous Defender of Corruption, Indira Gandhi's noble footsteps, report to us that corruption is a worldwide phenomenon. As if that (even if true) absolves them of their responsibility of identifying its causes and eliminating corruption.

But more than that, corruption is not a global phenomenon.  I experience a radically different culture in Australia every day of my life here. Corruption is not an acceptable part of life here or in other free countries. It is recognised for what it is, namely, a deadly disease, and combated with enormous effort focused on eliminating any trace of corruption, both in the public and private sectors. 

* * *

Some of the recent business leadership literature has veered around to a view that there are 5 levels of leadership (Jim Collins
). If I very ‘ham-handedly’ extrapolate what Collins has found in the business world into the political sphere, we can say that the lowest level of leader (Level 1) has a large ego but mediocre ethics, while the highest, namely Level 5 leader, has a very low ego (ie. is humble) with very high ethics and a firm determination to achieve great results for the country. Gandhi or Abraham Lincoln come to mind as examples of Level 5 leaders in the political sphere. I suppose that we should be quite pleased to get, on average, Level 4 leaders as our representatives. 
Using this leadership framework of Collins which appeals to me in more ways than one, we could say that by and large, India is only able to attract Level 1 (or lower, up to Level -3. In my extrapolation, negative levels of leadership is possible, as ethical standards deteriorate) leaders as our representatives. These are power- and money- hungry people, who are not reflective on their use of power, unaware of the concept of freedom, and unwilling to listen to expert policy advice of innovation designed to create a great India. 
We therefore experience a depressingly corrupt and ineffective democracy where the qualifications for being given a ‘ticket’ to contest elections are: possession of a modest intellect topped up with serious moral defects, especially (a) the ability to play fast and loose with public money, (b) close association with genuine, mafia-type criminals,
 and (c) ability to threaten honest candidates to prevent them from contesting elections. 
As the leaders elected on this ‘ticket’ lack any sense of shame, calling them corrupt does not jar their nerves or make them lose any sleep. They probably laugh out loudly on hearing that at corruption is considered by some people as an issue worth discussing at all! Of course, we must be grateful that such leaders are very generously letting all of us experience the semblance of a democracy, and a semblance of the rule of law. For instance, they actually hand over power each time they lose elections. Now, isn’t that truly amazing!  What more can we possibly want?
And therefore, in the land that produced Vivekananda, Tagore and Gandhi, and the land to which at least some people in the world look up to, even now, as representing the perennial search for Truth, our political leaders look the other way. Not the followers of Gandhi and resplendent sources of wisdom and values, are our leaders today, by any stretch of imagination. As they resemble humans in shape and size, and are actually elected democratically, we have leant to tolerate them as part of the scenery, but we point them out to our children as specific examples of what not to become.
Even if all of us may not face corruption directly every day,
 this malaise exhibits itself in other, more insidious ways. For one, our internal and national security is potentially threatened by corruption amongst the police and armed forces, which is driven by corruption in their political leadership. 
But more frequently and much more chronically, Level 1 (or lower) leaders who devote their entire waking energy to thinking up ways of making more money through the infinite number of ways to misuse power, tend to delegate the development of policy and strategy of their allocated portfolio to career bureaucrats
 whose objectives are oftentimes badly compromised by their unholy partnerships with these Ministers. There is evidence of this policy neglect, everywhere one looks: the ramshackle hospitals, schools, roads, justice system, or police. Our representatives simply do not care to perform their allotted jobs. 
No society can prosper, despite economic liberalisation and free markets, if its leaders are both dishonest, and not passionate about their vision of greatness for the country. 

We have therefore to build systems that will attract some of our best people to run for government. Or else we are destined to perpetual mediocrity, or much worse. 
As mentioned in section 2.2 of chapter 3, it is not that India does not have good people who can become Level 4 and Level 5 political leaders with training and effort, but such people currently do not wish to contest elections. That is because there are numerous barriers to their contesting elections. There are in fact numerous compulsions for dishonesty built into our electoral system, which rule out the possibility of good people stepping forward to represent us.

So what are these compulsions? 
1. No reason to be honest 
Good governance, like most good things in life, does not come for free. That is perhaps the most basic operational message of this book.
What we buy through the services of our elected representatives is the ongoing preservation of our freedom.  And of all the things we can possibly buy in the world (and freedom can't be bought in that sense, only allowed to blossom), freedom has never, ever, come cheaply.  Throughout history, preserving freedom has often demanded the greatest cost, including death while opposing tyranny.
 
Freedom is therefore without any doubt the single most precious, and therefore expensive, 'product' in the world. Ask any refugee from anarchic Afghanistan, Iraq, Rwanda, Somalia, or Ethiopia, and these people will attest to the truth of this statement. Our lives, and the lives of our children, depend in a manner that we cannot even begin to imagine, on good systems that will preserve and protect our freedoms.
To ‘buy’ freedom, including things like the rule of law, defence, and justice, we must get used to the idea of paying quite steeply. Freedom must precede everything else in our calculations, well before public goods like roads, infrastructure, education, and so on. Leaders who understand and defend our freedom are priceless, as they preserve our lives and let us create new and unprecedented synergies. A good Prime Minister and her Cabinet could generate gains for us as a nation, easily worth well over 1 trillion US dollars (45 lakh crore rupees) every 10 years.

Therefore about one rupee out of every hundred rupees that we earn should perhaps be allocated towards the 'purchase' of high-quality political representatives who will fiercely defend our freedoms. That would amount to 1% of our GDP (say, Rs. 3,500 thousand crore rupees). This cost is actually a very small price to pay once we factor in the benefits we will get from good representatives. On the other hand, a bad PM can sink us and cost us trillions of dollars in present and future lost opportunities. We cannot afford cheap representation. 
Second, freedom has never been known in human history to befriend the blind or those who don’t care much for it. Only those who are vigilant and mindful of the details of how their own society functions can hope to attract the angels of freedom to their side. Good process matters the most in determining the quality of any outcome, much more so in determining the outcome for the intangible product called freedom. 
Let me drill down a bit more into these broad principles, and set them against the reality of India's electoral system.
1.1 Incentives of candidates and political representatives

While conducting a general election may cost the Election Commission many hundreds of crores of rupees, this expenditure has our unqualified endorsement as a citizenry. But we balk at the likelihood that candidates too need to spend similar, or even greater, amounts of money to bring their message to us. 
Organising and paying for large numbers of public meetings, paying for hundreds of workers involved, transportation, posters, pamphlets, etc.; the costs mount very rapidly. And then there is an expenditure that is particular to India, namely, that once candidates are elected, they need to spend further sums of money to support their large, primarily illiterate, electorate, many of whom land up at their doorsteps each night for succour (if we go to an MP's house, we are likely to find 'guests' from villages and towns from the MP’s constituency sprawled in the house as if it were a railway platform). But that is not enough. There are ongoing costs of retaining followers for the next elections. Many MPs and MLAs feel they have to distribute significant amounts of funds to various organizations, such as youth clubs in remote villages, particularly in their constituencies, in order to raise manpower for their future campaigns.

Many questions therefore arise:

· Who pays for this money?

· Are there limits on this expenditure, if so why, and how are these monitored?

· What is the penalty for breaking these expenditure limits or not accurately reporting the details of funds raised and spent?

· What take-home salary does a political representative receive at the end of the process? Is it, therefore, financially rewarding to be a political representative?

But first, let me discuss a problematic issue that reeks of arbitrary socialist barriers to freedom, namely, election expenditure limits.
* * *
The limit on expenditure in a parliamentary constituency election is now Rs. 25 lakhs.
 If authorised by the candidate, a political party can spend the entire amount. 

Are these limits (or any limits) compatible with freedom? The answer must be, No.
A citizen of a free country, so long as she is spending money that can be legally accounted for, and which is publicly disclosed, is free to spend whatever she or her supporters wish to, on any legal activity.  Contesting elections is very much a legal activity for a citizen. And so, limiting expenditure on elections is like telling a manufacturer how much to spend on advertising. That should be the manufacturer’s decision, not the government’s. There is nothing so unique about the job of a political representative that would require any limit to be imposed on a person wanting to contest such an election.

If we try to limit this person's expenditure on promoting her ideas, we must somehow not trust the ordinary voter (free citizen) to form his or her judgement in an objective manner.  For if the voter were to form such an objective assessment of candidates, it would not matter how much money was spent by a candidate.  
I doubt if any candidate can win an election merely by virtue of the huge amount of money spent on elections. While such expenditure is a factor, it is not the only one. I would argue that the Indian voter, who is by and large capable of managing a complex household without divorcing the spouse, bringing up children, earning a livelihood, and making a number or rational decisions on a daily basis, is capable (even ‘smart’) enough to enjoy the hospitality offered by rich candidates, but then use the secret ballot to vote against these rich candidates if the voter does not support their policies.  The important thing is to ensure complete secrecy of the ballot. 
Finally, there is the even more problematic operational issue, of enforcement of these limits.  We ‘know’ by now that almost all candidates, and particularly from the larger political parties, exceed these expenditure limits by a vast margin, making these limits a total farce. I will discuss this particular issue in section 1.2. 

* * *

But for the rest of this chapter, I assume that expenditure limits exist and explore what happens with the interplay of the following factors in our system:

· expenditure limits; 
· the actual expenses;

· accountability standards; and 
· compensation of political representatives. 

I am then able to, in my view, clearly demonstrate how 3 very effective filters have been established in our system to ‘screen out’ good and honest candidates.
1.1.1 Filter No. 1: Monetary losses to keep the prudent out

The largest of these three filters gets rid of the prudent, the middle classes and the poor, leaving us with only 1% of the population as potential candidates.

Let us consider the case of Mr. Aaaj-ka Harishchandra, a person of modest intelligent, decency and good character, who, as is often the case with such people, is only moderately endowed financially, being a junior accountant which earns him Rs. 10,000 per month; a member of the middle class. 
Mr. Harishchandra had acquired some basic knowledge of economics while in school, and has been an avid reader of the fortnightly Sunday column of Gurcharan Das. He now believes that he can significantly improve the country even with the limited knowledge he now possesses, and so he is desirous of contesting elections and becoming a political representative. 
Mr. Harishchandra happens to have a house on mortgage and is able to financially maintain his small family, but does not have the ‘spare’ Rs. 25 lakhs needed to propagate his message to the Parliamentary constituency he wants to represent. 

When elections are announced, a hopeful Mr. Harishchandra, being the prudent person he is, whips out a pen and paper and makes a calculation of the financial costs and benefits of contesting the election. 

He can contest elections only if he has a reasonable chance, if successful, of earning an income that will be sufficient for him and family to maintain an existing middle class standard, after paying off the expenses of the elections.  

He rules out his supporters providing any contributions of black money, and is determined to abide by the electoral limits. From a thousand supporters he believes he can collect small donations worth a total of Rs. 2.5 lakhs. Five big donors have also agreed to, unconditionally (for Mr. Harishchandra does not believe in any strings being attached to the contributions he receives, cherishing the freedom to think independently once elected) fund him for a total of another Rs.2.5 lakhs. 

As he doesn’t belong to any major party because he doesn’t agree with their ethics, methods and policies, he has to pull out the remaining Rs. 20 lakhs from his mortgage or take a loan, and invest this money in the election. 

As it is early days and he doesn’t know how many candidates will contest, he assumes that “n” number of candidates will contest in all, giving him (all other things being equal
) a 1/n chance of winning the election, in the most simplistic calculation. 

If successful,  he expects to be able to represent the constituency for 5 years, and assumes that he will not be assassinated during this period. He expects to live for another 25 years after retiring from Parliament.

He estimates that he is likely to lose his security deposit of Rs.10,000 if more than 6 candidates contest, but that if up to 6 contest, he will scrape through by getting just one more vote than 1/6th of the total. In a simple model he therefore does not factor in the security deposit. 

As being an MP is nearly a full-time job if it is to be performed well, he expects to give up his current full-time occupation and will need to live on what he will get paid an MP. If successful, he will receive a take-home salary of Rs.12,000 per month
 (Rs.1.44 lakhs per year) and on retirement, a Parliamentary pension of Rs.3,000 per month (Rs.0.36 lakhs per year). 

The expected present value (PV)
 of his expected ‘return’ from being an MP is therefore:
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Mr. Harishchandra is quite shocked to find out that in the scenario where he is guaranteed to win, being the only candidate, he can expect to lose Rs.10.4 lakhs, placing his family in jeopardy! Of course, if that were the case, ie. he was not the only candidate, he need not invest in marketing his message and save the Rs.25 lakhs, but all the posters would have been paid for, and advance payments to organisers of his public meeting, workers, hire of jeeps etc. will have been made, by the time this information is known on the last date of withdrawal of nomination; so the loss would only marginally reduce. 
When he factors in more than one candidate, his expected losses increase rapidly. Given that at times people contest elections to become MPs merely for one year when casual vacancies arise, or if the Parliament is suddenly dissolved, and given that most candidates will never get elected anyway, it means that there is simply no hope for the recovery of any candidate’s cost of contesting elections, unless all, or almost all, of the expenses are funded by a major political party [state funding is another option, which I refer to later].

A more complete analysis would include a number of other factors, such as: 
· opportunity cost of a potentially well-paying career forgone for 6 years (one year before elections, to familiarize the people with one’s policies, and 5 years as MP);

· risks to life such as attacks by goondas or terrorists;

· reduced focus on one's children's  education during these six years; and last but not the least: 

· an increased risk of divorce since the spouse can become extremely annoyed with the continuous infux of people into the house!

Doing these calculations and finding that representing the people of India is a recipe for the bankruptcy and ruin of his family, Mr. Harishchandra cancels his plans to contest the recently announced elections. This therefore eliminates all those people in India who do not have the spare money (which they can afford to lose) of about Rs.10 to 25 lakhs. 
But is this calculation really correct?  Is it true that all our representatives actually lose big money by representing us? Well, this simple calculation certainly indicate so, and it is based on information on costs and benefits that is publicly available. If I'm proved wrong, and it is indeed found to be financially viable for people or ordinary financial means, or otherwise prudent people, to contest elections, if nothing else I’ll at least be able to review my future plans, and hopefully return to India earlier than currently feasible, to contest elections. 

* * *

I therefore believe that we are living in a ‘fools paradise’ if we expect any responsible, prudent person to lose money in order to represent us. While a few people may find spiritual bliss in ‘serving’ us by going bankrupt, no normal, prudent person can afford to do so. 

We attract primarily two types of people into the electoral process: 

1. Imprudent people (such as some rich erstwhile maharajahs and feudal zamindars, who have so much money that they can’t spend it otherwise).

2. Unethical people, namely those who have never had nor will ever have the slightest compunction in misusing their elected office to capture rents from the government machinery, and business, in order to more than adequately recover their (unaccounted) investment in contesting elections. 

We note that only 1% of India’s population is rich enough to afford to lose well over 10 lakh rupees in contesting elections, and for whom losing this money does not matter. The second group eligible is of the morally challenged people (MCPs) who probably constitute another 1% of the population (an overlap exists between the rich and MCPs in socialist India). A maximum of 2% of the population is therefore eligible to contest elections. However, since only very few of the rich who are not MCPs, are imprudent, this really boils down only to the 1% who are morally challenged.

There is actually a very small third category, comprising of genuine, ethical representatives, who by virtue of their hard work and continuous presence at the grassroots, manage to get elected despite all odds. These are often candidates of political parties that have an excellent grass-root network such as CPI(M), and are personally committed to a life of poverty. Whether they are competent at all, or competent to run a huge, free country, is seriously debatable, though. 

Two points to note here:

1. No free country can expect to run on imprudent people; in fact, imprudence is probably a personal characteristic that then transfers to the use of public funds, which are used imprudently. 
I would even think that we, the free people of India, do not want anyone’s charity. Charity is always demeaning. These rich people demean and insult us by throwing their money at us. We want no favours. We want good services and are willing to pay for these services. If anyone wants to represent us we should be willing and happy to pay that person what that service is worth. Also, we should insist on paying these persons adequately if only to remind them unequivocally that they are our representatives and agents; and in a very real sense, our employees.

2. On the other hand, the moment the unethical ones become Ministers, all hell breaks loose! They immediately commence the urgent task of not only recovering their election investments, but of making sure they will be able to build enough reserves for future elections, some of which they are bound to lose. Public policy is secondary for them. Departments become a vehicle for recouping investments; hence the horse-trading that takes place after every election for ‘lucrative’ departments such as public works, education or rural development. These politicians then capture the bureaucracy whereby corrupt bureaucrats are given the ‘more important’ (presumably more lucrative) departments. Bureaucrats are selected strategically, based on their ability to ‘service’ or at least connive with the ulterior demands of these Ministers. 

However, if recovering electoral expenses and building a reserve was the only thing these people wanted, there would eventually be some respite, once these Ministers get back, say their Rs. 25 lakhs, plus a 25% return, multiplied by three. But these are truly unethical people, and many of them will build large mansions in all corners of India and even the world during the few years they stay in office. Their families will flourish in hitherto unprecedented ways. And many of them will open bank accounts in Switzerland. Therefore, there is no end to the looting of the public exchequer by these MCPs.

1.1.2 Filter No. 2: Low salaries to keep out the competent 

The second filter eliminates the highly competent.
Now for the good part, at least as long as we can imagine it. Our friend Mr. Harishchandra fortuitously comes to acquire Rs. 20 lakhs a week before the elections are to be notified by the Election Commission. His very dear, old aunt, has died and left him this money, with a condition that it must be used only for contesting elections. He now becomes part of the 1% of the rich people in the population eligible to contest elections. 

While sorry to hear of his beloved aunt’s demise, he is now in a position to contest elections, which he promptly does, indeed as he is required to in his aunt’s will. And as luck would have it, he gets elected, despite competing against political parties with massive black money balances.

By joining a coalition government he becomes a Minister. But then, while representing us in his first international conference, Mr. Harishchandra suddenly becomes conscious of the fact that the world political stage is studded with absolutely brilliant minds, people with enormous intelligence, quick wit and humour, literary feints and flourishes, and exceptional persuasive skills. All across the free world, some of the most exceptional human minds enter and succeed in politics and become great world leaders. 
In all conversations that he has with his counterparts from the developed free world, he feels out of his depth, outclassed, out of his league. He isn't able to negotiate confidently with brilliant ex-Professors like Kissinger who bring enormous strategic capacity and knowledge of world affairs to the table.

That then leads him to realise that the levels of knowledge, skills and competence he possesses are grossly inadequate to take India into the higher levels of development and freedom that he was aspiring for. The last I heard of him was his mumbling to himself in his during his return flight to India: “Why is this so? Why do I have to face off such brilliant people? Where are India’s brilliant people hiding?” 
Well, this is why:
Rationally speaking, only those who can expect to earn equal to or less than what an MP earns, ie. Rs. 12,000 per month, will think of joining politics. That is the standard we should rationally (ie. prudentially) expect. For someone with a more profitable ‘opportunity set’, it would make little sense to aspire to electoral politics in India. No one of the calibre of Mr. Aziz Premji (of Wipro), say, when tossing up career options at the beginning of his career, would think of running for electoral office in return for this small amount of Rs.12,000 per month (of course, an average Minister receives a little more, say about Rs.20,000 per month,  but even with this higher income, a vast majority of the truly competent people are filtered out). 

By ensuring that salaries of our Ministers are well below what an educated young man of slightly above average ability in India can command, often at the commencement of his career, our democratic system attracts to politics only those who are rather modestly endowed intellectually. 

We can still hope to get some Level 3 leaders like Mr. Harishchandra, even amongst people for whom Rs.12,000 a month is a great amount of money, if their rich aunts die at the right time. We must note though, that the likelihood of our getting Level 4 and even Level 5 leaders is zero at these compensation levels.  

At this stage, a reader might well ask: Why this big fuss about getting very competent leaders into government? Shouldn't our best people be providing services as doctors, engineers, and lawyers? 
While a response to this has already been touched upon earlier, it is worthwhile reviewing this issue again. Having people in government who not only deeply understand freedom but also its entire package including economic and political aspects is actually priceless; no price is too high to get such people. Such people will be able to very quickly get rid of inefficiencies in the economy and remove barriers to freedom in all spheres of our lives. The outcomes of these actions in terms of removal of poverty, equality of opportunity, and wealth creation are immense, and will always be way beyond whatever we pay them.
We wouldn’t fly an on airline that pays its pilots cheaply
 or buys the cheapest used planes in the market. Why then do we want to pay our political representatives, people who are effectively given the ‘steering wheel’ or reins of our mammoth country, very meagrely?

In fact, one of the unintended consequences of this reward system is that our bureaucracy, comprised of individuals who on average are ‘smarter’ than our representatives, is often able to manipulate political representatives for its personal gain, or at the least succeed in ensuring that nothing gets done, as nothing is expected of it by such representatives anyway!
Given that we insist on being niggardly, India simply does not get Level 4 and Level 5 leaders into its government. We have never had one such in independent India’s government, and will never have them till we become a bit more sensible and open our tight fist. Even if the actual costs of contesting elections were managed through state funding of elections (as should be the case), even if all limits on the total expenditures were removed (as they should), we still will not get Level 4 and 5 leaders into politics with the kind of miserly salaries we pay our MPs.

And with mediocre leaders (at best, if we are lucky) we cannot aspire to be a great nation; only mediocre. 

Buy I can hear a voice of dissent at this stage!  I hear people pointing out the names of Indian leaders whom they believe are world-class leaders, leaders who have been thrown up by this self-same mediocre and corrupt system that I am critical of.

I would like to remind us that Level 4 and Level 5 leaders are not merely exceptionally competent, but exceptionally honest. None of our leaders since independence qualifies on both these counts, as they will need to, in order to qualify.

Level 4 and 5 leaders are not able to trade their integrity for office. For instance, they cannot connive with political parties that are grounded in unethical practices and corruption. So, first of all, they do not join any of the existing political parties. Second, these leaders do not perjure themselves each time they are elected (I’ll explain this presently).

In my view, therefore, we do not have them. Level 4 and 5 leaders. Not even Level 3, or 2. These type of people do not enter politics today.
1.1.3 Filter 3: Perjury as a qualification

This last filter removes those who don’t perjure themselves. 

Now let us say, that Mr. Harishchandra, instead of getting only Rs.20 lakhs, received a bequest of Rs. 4 crores, and, therefore, spending any amount of money for contesting elections was not a problem at all. 

In fact, let us imagine a new Harsichandra (not the modest accountant). An improved version. Very highly educated, very experienced, very competent. Dedicated, humble. What more could we want. Close to being a Level 5 leader. Very desirable!

But this is what happened to him at election time. 
He tried his level best to ensure that the expenditure he authorised for the election fell within the Rs.25 lakh limit. However, due to a price hike in petrol on the last day of campaign, the cost of filling up his petrol tank tipped the total expenditure exceeded beyond this limit by Rs.1. 

Now, this became a very serious issue for Mr. Harishchandra. A dilemma, a nightmare.

Exceeding the election expenditure limits, even if accidentally, was something that he could not possibly tolerate.  He was committed to abiding by the laws of the land. By breaking the law, in his mind, he had lost all moral rights to represent the people. His ethical standards would not allow him to sign on doctored accounts of election expenditures, which he was advised to do by his weasel account-keeper who said, “Destroy the petrol receipt and pretend you did not go to canvass on the last day”. But he couldn’t perjure himself. 

Mr Harishchandra could not bear the thought of having broken the electoral expenditure limit. 

Immediately at that point, Mr. Harishchandra did the unthinkable (at least in India). He decided he could not violate the laws of the land and represent the law of the land at the same time as a MP, and therefore, before the end of the campaign he sent a message to all his supporters that he was withdrawing from the elections, even though his name remained on the ballot paper, and that they should advise the voting public accordingly.

Despite having withdrawn from the election at the last minute Mr Harishchandra did have to complete the electoral accounts, and he faithfully recorded that he had exceeded the expenditure limits by one rupee. 
Upon receiving this, the Election Commission had no choice but to commence a major proceeding against Mr.Harishchandra, which they found to be a great bother, a great pain in the neck, and as great an irritant as anyone could possibly think of, as no one in India had ever before officially exceeded the expenditure limits.
 They were soon at their wits end and tore out their hair in despair.

For the first time in their life they had come across a Level 5 leader.
The point of the story is that these three filters collectively have managed to block all the truthful, highly competent, and prudent in India from contesting elections. What we are left with is a small group of, generally unethical, people who do contest and win elections, but who would qualify as Level 1 leaders at best. Most of them are Level 0, Level -1, Level -2 and Level -3 leaders.
One may well ask, how am I so confident about this claim that election expenditure accounts are usually doctored? Where is the evidence to show that these limits are flouted? 
As statements of expenditure submitted by candidates after elections always show that the limits have been complied with, how do I know what’s the truth? 
Well, a number of reputed reports
 provide the necessary evidence. Indeed, many candidates spend well over Rs. 1 crore in a parliamentary election. Mr. Seshan himself spoke of cases where the actual expenses, as informally gathered by him, exceeded the official limit by some orders of magnitude.
 Finally, I know from the personal experience of organising, supervising, and observing many elections between 1985 to 2000, that electoral expenditure limits are almost certainly flouted. My evidence includes (but is not limited to) things such as: 

(a) observations of the misuse of the government machinery by ruling party candidates to collect thousands of supporters for various gatherings in buses in a manner that illegally subsidises the cost of elections for ruling party candidates;

(b) the preferred use of hard currency (instead of cheques) during elections, with  a visual report of a briefcase full of currency from a person who worked for me;
 which also indicates the difficulty of verifying expenditure statements; 
(c) conversation with one of my more friendly Ministers on a long road and air trip to Delhi who disclosed information that I can’t talk about here; and 

(d) observing the behaviour of most of my Ministers who were continuously engaged in collecting funds through corruption; eg. I was summarily dumped from a role as Director of Rural Development in Assam when I did not follow a particular Minister’s command to give fake reasons to award the contract to a higher bidder in a tender running into the crores of rupees, and somehow ‘fail’ the lowest bidder.

1.2 Funding, and accounting, election expenditure

Turning now to the colossal failures in accountability of electoral receipts and expenditure, we find our system is well designed to pull wool over our eyes.

As all of us ‘know’ that accounting laws are invariably violated, not many of us bother to inspect a copy of these accounts (required to be declared under Section 77 of the Representation of the People Act, 1951) even though a copy only costs Re.1.
 

I spent this princely sum on 1 December 1999 while a registered voter in Shillong to get a copy of election expenditures declared by candidates in the 1999 Shillong Parliamentary Constituency elections. A short letter of request to the Returning Officer, and one rupee lodged with the appropriate government account, did the job, and I received a full photocopied set of the accounts on 3 December 1999. 
The data was illuminating, indicative of potentially serious problems with the accounting and audit system. I have summarised these accounts in the table provided in Appendix 4.
  It may be noted that in this hill constituency with a small population, the permissible expenditure limit was Rs.13 lakhs, not the usual Rs.15 lakhs then admissible in larger constituencies. 
I quickly found out that these accounts raised more questions than they answered, and could not determine how to verifying their veracity. My cordial discussions with the then Chief Electoral Officer of Meghalaya, a colleague, and a Deputy Chief Election Commissioner who was not so cordial, did not alleviate my doubts. While I note some improvements have been made to the system in the five years since then, most of my comments of 2000 would still be valid today. These were some of my findings and comments:

· One of the candidates spent Rs.4.5 lakhs from his or her own personal account, while that candidates’ political party reportedly spent nothing. That is not quite believable. Why would a candidate agree to represent a party that does not offer even the minimal financial support for the campaign? 

· There was a candidate whose party spent Rs.6.05 lakhs while the candidate spent nothing on his own. I don’t quite believe this either, as political parties tend to demand at least some co-contribution from their nominees. 

· Five of the nine candidates provided incomplete accounts or accounts that were improperly filed, with three of the nine not having submitted their accounts at all, or at least by the date I received a copy. 

· There was no candidate whose accounts seemed completely beyond question.

· The information provided by the Returning Officer was inadequate for me to cross-check whether the authorised expenses incurred by political parties were being actually recorded in the expenditure statements of the parties, as political party accounts are not published; even the Election Commission does not get them.
· I also wanted to find a way to cross-check these accounts, to find out whether receipts and payments mentioned in the accounts had been made by cheque, or were otherwise traceable. But one can’t do that with the data available. 

· The Election Commission does not audit these accounts, nor asks for them to be audited, not compares any of these expenditures with the statements of accounts submitted by political parties to the Income Tax department.
 

· Of particular interest to me was that the Deputy Commissioner of Shillong informed me on 24th of April, 2000 that till then only one other person had bothered to requisition these accounts from his office.
· He also informed me that no action was being contemplated against any of the prima facie violations I had noted, which were of two types: (a) failure to submit accounts and (b) improper accounts. 

· For the failure to submit accounts, which is the easier thing to detect, the Election Commission, could, under section 10A of the ROP Act 1951, disqualify such candidates for a period of 3 years. As of 1 March 2004, 114 persons have been so disqualified in the entire country from contesting the Lok Sabha elections, although, in my opinion, many more would probably be eligible for disqualification if there were a more diligent scrutiny.
· For submitting improper accounts the matter gets trickier. Were an inquiry to be actually undertaken, after due process, the Election Commission could at best seek prosecution of the errant candidate under s.171 I of the Indian Penal Code
 that would at most impose of a fine of Rs.500! Expenditure limits: Rs. 25 lakhs. Penalties: Rs. 500! As the IPC is not quite clear about what ‘keeping accounts’ means, I suspect the Commission has not yet tried to prosecute anyone under this section, as it is too hard, and simply not worth the effort.

For the philosophy of freedom, deeply grounded in accountability, this entire situation is a totally untenable. While I disagree with the imposition of limits on election expenditures, we must demand complete and comprehensive disclosure, and systematic accountability of the receipts and expenditures of all funds related to elections, and the audited accounts of political parties. Where these accountability requirements are evaded, very serious penalties should apply. 
Accountability should not be made into a plaything, joke, a farce.
2. What can be done?

Summing up, under the current dispensation, there is no reason to believe that we will succeed in getting competent and honest persons to contest elections in India. Level 4 and Level 5 leaders will simply not enter a system which requires them to falsely swear allegiance to socialism, lose money in the process of serving the country, tell lies in the election spending statement, and compromise their personal integrity in many ways at numerous points in their career. 

We the citizens must take responsibility for these fatal flaws of our democratic processes. Unless these roots of corruption which have now gone quite deeply into our system are pulled out and burnt, no amount of economic liberalization will help us in becoming a great country. 

The solutions, that must be compatible with freedom, are obvious. Fix the incentives, and strengthen transparency and accountability. Just as there never was a ‘Hindu growth rate’ simply shoddy economic policy grounded in socialist rhetoric, the pathetic governance in India is the consequence primarily of our ill-designed electoral system, in which many of the arguments of socialism are strongly echoed. 
The following four actions, if taken, will significantly improve governance in India. 

Raise the wages of MPs at least by a factor of ten; probably more, while getting rid of most of their ‘perks’.
 The Prime Minister must be paid least what a middle level business executive of a very large multi-national firm gets, say Rs. 1 crore per year. As it is unpopular for MPs and MLAs to raise their own salaries, we can help them by setting up an independent commission that would determine these wages.  The other is that journalists can raise this issue in the media more often.

	Box

Media’s role in helping us pay appropriate salaries to political representatives

Increasing compensation for politicians is unpopular in all countries, as not many citizens quite understand  what they receive in return. However, in Australia I notice that the mainstream media is willing to boldly speak up in favour of providing an appropriate remuneration to political representatives. An extract from a recent article in The Age is cited below as an example of how the media can help bring some sense into our governance model.
“Transparency needed. By Katharine Murphy. September 8, 2006

“AUSTRALIA needs a more honest debate about the pay and perks of our politicians instead of the strange smoke-and-mirrors exercise that passes for public discussion now.

“The simple fact is senior federal politicians are underpaid compared with their private sector counterparts.

“John Howard earns a base salary of $118,950, a “salary of office” of $190,320, and an electorate allowance of $27,300, bringing his annual pay packet to $336,570. Compare that with a chief executive such as Macquarie Bank boss Allan Moss, who pulls in $21 million.

“Federal politicians get around their relatively low salary by bumping up the plethora of allowances and entitlements that are much harder for the public to keep tabs on. These little treats are rarely announced. The process looks furtive and secretive and dodgy — and it is.

“If Allan Moss deserves $21 million, then the bloke or (God forbid) woman actually running the country, who decides whether we are at war or peace, whether we regulate or leave it to the market, whether we embrace the world or turn away, perhaps deserves a bit more than $330,000.”


1. We must fund our elections differently – through state funding of elections. No matter how much we pay a candidate, these wages will never cover all the expenses they will incur during elections. As getting good candidates is a vital public good, we must agree to a simple formula that will help reduce the cost of contesting elections. A simple and effective method is illustrated in the box below.

	Box

State funding of elections

State funding of elections is a very effective solution, and easy to administer. 
If we go back to Mr. Harishchandra’s calculation that I introduced earlier, we find that a small payment made for each vote polled by a candidate will radically shift its dynamics, and dramatically open up the field to candidates, from the current 1% of the population, to almost the entire adult population. 

Let a payment of Rs.X be made per vote polled, with n = 6 and 
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=0.07, as before.
 Mr. Aaaj-ka Harishchandra expects 10 lakh voters to cast their vote at the election. His expected
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With a government payment (X) of Rs.11.05 per vote, Mr. Aaaj-ka Harishchandra finds that he can expect to break even. A payment of between Rs.15 to Rs.20 per vote will make it quite practicable for Mr. Harishchandra to dip into his savings or borrow money to contest the election, even with 6 serious candidates. He is no empowered to take a calculated risk.
We know that despite all this, Mr. Harishchandra may still hesitate, as corrupt candidates continue to spend huge amounts of black money and threaten people like Mr Harishchandra if they try to contest. Over time, though, the new incentives created by state funding will allow many more honest and good candidates to contest, and then the morally challenged and corrupt candidates will be overwhelmed and ejected, as the public will be able to appreciate the benefits of electing only from amongst the good candidates.

By the way, a very similar system to this operates very successfully in Australia, where currently, $2.05 (about Rs.65) is paid per preference vote.



2. Third, we need to stop putting barriers to freedom and abolish election expenditure limits, while simultaneously building very strong audit systems for monitoring the receipts of funds and expenditures incurred during elections. 
3. Finally, a wider set of reforms of the electoral system will also be required, such as making the property returns of our representatives public for greater transparency, and so on. 
In summary, this is perhaps as good a point as any in this book to let the people who live outside India and use the Transparency International ratings as a guide, know that not all Indians are moral dwarfs. India is in the untenable situation today simply because our electoral system propels all our corrupt people right to the top (and maybe a [very] few others), and breaks the back of the honest. A good system would do otherwise. 
With the adoption of sensible reforms, that will cost the public a significantly higher amounts of money than they spend at the moment, I see no reason why India should not once again become the least corrupt country in the world, as it surely must have been in the distant past. This is a pre-requisite to becoming the world’s greatest country in the world.

* * *
As indicated, in chapter 7 I will outline a few more suggestions that, if taken together, will reduce, if not almost entirely eliminate, political and other forms of corruption in India. But before that let us explore at some length why our bureaucracy is so inefficient. 

Chapter 6 Why is our bureaucracy so inefficient?

Preserving our freedom requires a vehicle to deliver on the decisions made by our representatives on our behalf.  This vehicle is the bureaucracy, also called the public services or public administration.  The individual accountabilities of citizens, that come along with freedom, are upheld, when required, by the support of bureaucrats who are the worker bees of government. Public goods of all sorts are also ultimately delivered by the bureaucracy. While the political leadership resembles the captain of a very large ship, its vast team of sailors and workmen of all sorts who support the captain in running in maintaining the ship, is the bureaucracy.  

In other words, a good bureaucracy is as important as having good political representatives. Great results are not obtained by mediocre teams, whether political or bureaucratic.
Pranab Bardhan has been among the few economists who acknowledge the critical importance of a high-quality bureaucracy in the delivery of governance services in India, including economic reform.  He very rightly suggests that we should focus the reform on increased competition and creating appropriate incentives in its internal organisation. 
“It is anomalous to expect [economic] reform to be carried out by an administrative setup that for many years has functioned as an inert, arbitrary, heavy- handed, often corrupt, uncoordinated, monolith. Economic reform is about competition and incentives, and a governmental machinery that does not itself allow them in its own internal organization is an unconvincing proponent or carrier of that message.”

I propose to use a backdrop of economic principles, juxtaposed with my lifelong public sector experience in two countries, one of them near the bottom end of the Third World on many indicators, and the other near the top end of the First World, to provide an analysis of the state of our bureaucracy, and specific suggestions for its reform.
One of the distinct differences I have found between the Indian and Australian public service is the significantly higher quality of personnel holding leadership roles in Australia. I would describe this difference in quality as a combination of leadership skills, extensive specialist knowledge, and impeccable personal integrity. Simply put, the Australian delivery of governance services is so good because its public service leaders are so outstanding.
 While we pay attention to the principles of competition and merit in assembling our cricket team, which therefore is internationally competitive and can even beat Australia once in a while, we do not apply these basic principles to our bureaucracy, with the consequent vast chasm between the performance of the two bureaucracies, also evident in the day-to-day governance of the two countries.
An Indian trait of lack of action mindedness has been cited by Paul Appleby and more recently by Gurcharan Das to argue that Indian governance is marked primarily by failures at the implementation stage, not so much at the policy-making stage. This view sees project management as the primary constraint in India.  I would agree with this view to some extent, as the Indian bureaucracy is definitely deficient in good project management, but I believe that the primary failure in India is poor policy and strategic conceptualisation, and policy enunciation. 

Policy that is unable to pierce the veil of incentives and predict (and therefore control) what will happen during implementation, policy that believes that issuing an order will get the job done, is simply bad policy. The design of good policy requires analysis that anticipates and overcomes all reasonably foreseeable barriers to implementation. 
We do not anticipate in our public policy design, for example, that lurking below a public servant is a full-fledged human being with predictable self-interested behaviour (that need not be unethical). While the self-interest of private players in the market can lead to amazing outcomes of coordination and efficiency, as discussed in chapter 3, bureaucratic self-interest can often go in the opposite direction of public interest. 
In fact, the checks and balances and risk management needed in the design of policy in India exceed similar requirements in developed, free countries. For example, there are various incentives that come into play in remote geographical locations in India such as in small towns, blocks or villages. The financial privations, political pressures, and even threats to life faced by many low level village functionaries need to be considered. Finally, policy that does not factor in the powerful suction on public funds exercised by corrupt politicians operating at all levels in India will fail to deliver its intended results. While many of these factors are caused by problems in political leadership, the net result is that policy that rolls out from New Delhi or state headquarters, is generally weak, wishy-washy, and unimplementable.
And so, the Indian bureaucracy performs poorly both in policy development and implementation. Why should this be so?

I believe that the primary cause is the 'lazy non-competitive incentives' of the rigid, tenure based, civil service system that quickly drains out any desire or scope for world-class performance. 

Advanced, largely free countries have taken on board the latest learnings from agency and public choice theory, knowledge management and innovation, and human resource management literature including leadership theory, in the past 40 years to help them to build appropriate skills and also competitive, merit based systems, that reward expertise and leadership. By doing this, they have transformed their public servants into dynamic agents of change and excellence, from what appears to have been a similarly lazy or lackadaisical bureaucracy as we find in India today.
However, there is no reward or value placed on such thinking in India, but instead many rewards for corruption and sycophancy, and no punishment for lack of delivery on even the most basic outcomes. We therefore seem to specialise in studiously refusing to imbibe new knowledge, or, more commonly, listen to it with one ear, and let it pass out through the other. 
This combined ‘national’ package of political corruption (chapter 5) and bureaucratic inefficiency is a sure-shot recipe for disaster if not total mediocrity. 
We need to design a world-class public service system that will motivate public servants to keep abreast of the world's best-practice, and to demand nothing but the best in their day to day work. Such a design requires hard work and hard thinking, which we are not in the habit of putting in, preferring to tinker at the margins.
We will have to begin the story at the beginning, and see while the incentives for our bureaucracy are so 'lazy'.
* * *
Our system design went awry when Sardar Patel persuaded the Constituent Assembly to keep the old ICS structure almost entirely intact. "Remove them [the ICS] and I see nothing but a picture of chaos all over the country", he argued. 
Nehru, who was, interestingly enough, not a votary of the ICS, but who did not have any alternative structure in mind, therefore agreed with Patel and invited the civil servants to partake in India’s development. "In the difficulties ahead our Service and experts have a vital role to play and we invite them to do so as comrades in the service of India", Nehru said.
 [ ‘comrades!’]
And so we came to be saddled with the bureaucratic machinery designed for revenue collection and enforcement of law and order in a colonial administration.

But why is it that our ‘steel frame’ that worked well for British rulers can't work for us? After all, many writers have commended India on the excellent civil services it inherited on independence. India was one of the few liberated developing countries that had a well-established and fully functional bureaucratic system. Many of these new countries were envious of us.
I have no doubt that Patel and Nehru were both quite right in 1949 to stick with the bureaucratic structures India inherited. Their great blunder, which we can see in hindsight, was in incorporating these outdated public service structures into the Constitution of India. There was no problem at all with starting off with the ICS. But then we should have been able to innovate and experiment with more flexible and efficient structures over the years. However, today our hands are largely tied behind our backs, and change is almost impossible with the vested interests for the status quo having become for quickly they bring deeply entrenched.  Something that was fine for us in 1950 is now our bane, dragging us back from economic growth, preventing high-quality public infrastructure from being developed, and in general, proving itself to be a roadblock to progress with almost no redeeming feature to show. 
Once the ICS (which then became the IAS) became part of Nehru’s socialist formula, boom times commenced for the civil services. The public sector grew rapidly and threw up many prominent positions with numerous perquisites that kept the civil services salivating with pleasure, even as the buying power of their salaries started dropping precipitously under the socialist banner.
 The Fifth Pay Commission (1994-97) ‘set right’ some of this salary decline and acknowledged that: 

“The erosion [of salaries] was a consequence of a deliberate policy followed for a long time under the mistaken impression that impoverishment of the higher bureaucracy was an essential ingredient of a socialist pattern of society."
 

However, there has been no change in principle to the structure that the British left behind.

In the meanwhile, the British and others in the free world have rapidly innovated and moved away from this kind of static, ineffective model, while  we nurture the ‘guard dog’ that they left behind with us, and allow it to devour our precious resources without any commensurate benefits. 

But before unpacking in detail into issues that affect the capability and performance of the Indian bureaucracy today, or suggesting how its outcomes can be taken to a higher plane, I propose to set the context by summarising the history and development of Indian and other public services, more broadly, including recent advances in Australia and England. 

A short history of public services in India and England
The Indian system of public administration is said to be one of the world’s oldest, barring perhaps the Chinese. The land revenue model designed by the administrative genius, Sher Shah Suri, in the 1540s is acknowledged as the first major milestone in the development of a systematic bureaucracy in India. The Sher Shah model was broadly  adopted by the Mughals and its successor, the East India Company. 
The East India Company, like any good modern private company (it was one of the world’s oldest joint-stock companies, a pioneer) had built its own set of rules and procedures by 1757 to ensure that policies laid down by its Board of Directors were complied with across its entire jurisdiction. But not having been designed to govern vast numbers of people and extensive areas of land, it had to quickly evolve new policies after 1757 to deal with its new functions.

The Company created a Covenanted Civil Service (CCS), members of which were directly appointed by the Company’s directors. Initially, with a view to saving costs, members of the civil service could conduct their own commercial activities on the side.  They were paid poorly but allowed to take commissions on trading activities, to make up. But given the lucrative opportunities created by applying political patronage to commercial activities, corruption began to flourish in Bengal (we recall the impeachment of Robert Clive on this ground).

The newly evolving British Parliament (the Glorious Revolution of 1688 had taken place less than a hundred years earlier) took adverse note of these corrupt activities, but as it exercised little direct control over the Company, it could do nothing about it initially. For a few years, that is, till the Regulating Act of 1773 created a new role of Governor General, and the India Act of 1784, which laid down the principles of governance of India through the Company.
Empowered by the Parliament to address the problem of corruption, the second Governor General, Lord Cornwallis (1786-93) can be said to have laid the foundation of the Indian public service system that we see today. His key reform was to split the Company bureaucracy in two parts, one responsible for governance and the other for commercial activity. An officer of the East India Company could now opt for one of the two: the commercial or the political branch. As commercial officers retained access to substantial commissions based on their trading activity, those who opted for the political branch were compensated for the loss of commissions through a dramatic increase in salaries. 
With this, corruption was brought to a grinding halt. Thereafter, for the next 160 years, the higher echelons of the British India bureaucracy remained almost spotlessly clean, and indeed remained so into the early years of Nehru’s regime in independent India.
The high salaries of civil servants also helped to make the Indian civil services extremely attractive to a host of highly talented middle-class professionals with scholarly tastes. Wonderful writers emerged from amongst them, penning elegant and mostly accurate depictions of the lives of the ordinary Indian peoples they had been given charge of. In many cases, the civil servants proved pivotal in the development of local languages by compiling dictionaries, and even assisting in the creation of scripts for some of them. The role of the District Collector, perhaps found only in India, also evolved and became the hub of administration. It was particularly important given the poor means of communication available in those days.
To systematise the policy matters that civil servants could independently decide upon in their remote districts, Cornwallis created a civil service manual that was incorporated into the Charter Act of 1793. 
A few years later, to ensure that new entrants shared a common understanding of their role,  Lord Wellesley set up the Fort William College in 1800 to train recruits to the CCS, which was later replaced by the Haileybury College in England in 1805. Among the teachers at Haileybury was the famous Thomas R Malthus, its first professor of Political Economy, who taught from 1805 till his death in 1834. The Lal Bahadur Shastri National Academy of Administration at Mussoorie continues this tradition by imparting a two-year training package to new recruits to the civil service.
In the meanwhile, up to 1853, appointments to the civil services continued to be made by members of the Company’s board of directors. Given increasing concerns about appointments made by nepotism, not merit, the Indian civil service was made openly competitive in 1853. This was a significant reform that even Britain's own civil service did not follow suit for another sixty years.  
At this stage, a healthy exchange of ideas was underway in England, between the public service experiences in the British Indian colony and mainland England, and the reform of the British civil service was heavily influenced by this Indian experience. For instance, in 1854, William Gladstone commissioned Northcote and Trevelyan to report on the future of the Civil Service in England. After studying the highly evolved East India Office as a model, and also some other offices in England, they recommended that civil servants in England be recruited by open competitive examination and that  promotions be based on merit and not seniority. The frequently cited concepts of a permanent career service recruited on merit rather than political patronage, and offering impartial advice to the political leadership, arose from this report. When Gladstone became Prime Minister in 1868 he put these recommendations partly into practice, with competitive entry into the Home Office and Foreign Office in England starting only in 1914. 

In the meanwhile, the (then) progressive (British) Indian civil service kept up a strong lead in reform. In 1861, the first Indian Civil Service Act was passed. Next, the recommendations of the Public Service Commission of 1886-1887 were implemented. Then, the British allowed Indians to appear for the entrance examination to the civil services, first with England as the examination centre in the 1910s, and then in India from 1922. The number of Indians in the ICS thereafter began to rise steadily. 
At the time of independence, India had evolved, in addition to a civil service that performed governance and key policy functions, nine other ‘central services’ that performed managerial functions in a number of specialist areas.
* * *

It would appear that the Indian civil service, shaped into its current form by the East India Company, was perhaps at the cutting edge of public administration in the world in 1850. 
But, then, while India stood practically still and stagnated, particularly from the 1880s, the rest of the world continued to evolve and change. The overarching change in public administration across the world since the 1880s has been a great increase in flexibility and responsiveness. And it is to a review of these changes that have taken in the world since our bureaucracy was last reformed in the 1880s, that I now turn to.

Flexibility and efficiency of modern public services 

I focus primarily on Australian reforms here, but this is merely an illustration of the kind of widespread reforms in public administration that have taken place elsewhere in the world.  Many of the more recent reforms have originated in New Zealand, with Australia being an early follower. 

Australia has been able to follow these reforms, if not innovate on the margins, by virtue of the flexibility that its constitutional arrangements of 1900 provide. This flexibility has enabled it to periodically review its administrative arrangements since then 1900 and come out with its Public Service Acts of 1902, 1922, and 1999 that provide the framework for the structure and operation of the Australian Public Service (APS) at the Commonwealth level.  Given its constitutional arrangements, with each state having its independent constitution, the states have been able to separately promulgate their own public service or public administration legislation. The first thing to note is that there is no sharing of senior executives between the states and Commonwealth, as in the case of India with its all-India services.  
The Act of 1902 laid down principles of recruitment by open competitive examination wherever practicable, merit in promotions, and created a Public Service Commissioner (PSC) to inspect departments to promote efficiency. To a large extent this mirrored the state of knowledge in public administration that was also applicable at that time to the ICS from about the 1880s.
But over the next hundred years the APS has been transformed “from a centralised system with a complex classification structure based on permanent positions to a decentralised, simplified structure based on continuing employment and contracts.”
 
The principles I have enumerated below, that apply to the modern APS, liberally intermingled with those that apply to the state of Victoria, have been particularly selected to illustrate the contrast between the inflexible principles which apply to our fossilised IAS and the agile Australian public services. These principles show how flexibility and efficiency can be extracted from even seemingly moribund public service institutions. 
1. Market competitiveness of remuneration

The fundamental objective of the APS remuneration has always been “market competitiveness.”
 For instance, the APS reacted to shortages of skills in government in some areas in the 1960s by conducting pay surveys that led to competitive pay rates.
 In fact, the Whitlam government of the early 1970s decided to raise salaries and other work conditions slightly above the competitive level in order to set an example for the community on working conditions: 
“In some instances, employment conditions improved in advance of community standards, including paid maternity leave, increased annual leave, the extension of annual leave loading, flexible working hours, and changes to workers compensation and long service leave.”

When in the early 1980s, this pay competitiveness eroded somewhat, the Public Service Board reviewed salaries again in the early 1980s to ensure competitiveness with private market salaries, except in the more senior positions where it was deemed to be not practical to match the private sector. 

To further throw open the government to competitive pressures, particularly in response to rapidly changing economic forces, and the growth of specialisation, since 1999 the APS is no longer treated as a single labour market with common employment standards. Each department and agency now develops its own remuneration policy within certain very broad parameters. 

2. Abolition of tenure at senior levels
Following the old Indian and British models, the senior public servant in Australia was originally expected to be neutral in demeanour and willing to serve successive governments. Appointments to the higher civil service were usually drawn from the ranks of career officials. 
However, the oft proclaimed principle of merit over seniority has actually never worked anywhere in the world in a meaningful way, including in Australia. The moment tenure is built into a civil service organisation, merit and seniority tend to become decoupled. Incentives within a permanent civil service strongly resist promotion by merit. Only the obviously depraved or insane are marginalised in a permanent civil service, with all the others receiving promotions at the predetermined chimes of the clock. 
The only effective way to reward merit was found to be the elimination of tenure, and throwing open everyone's career to the constant challenge of demonstrated value addition. The Australian public service now abides by the principle of merit over seniority through creating fixed term contractual appointments for senior executives.

The following four-step method was used to undo tenure: 
· The reforms started at the top. In 1994, the tenure of secretaries was abolished. The Public Service Act 1922 was amended to provide for fixed-term statutory appointments of secretaries. 
· Most existing secretaries were then transferred to five year contracts, which specified the performance measures and negotiated deliverables agreed to by the political executive. The secretaries were then given significant salary increases in lieu of the abolition of tenure. 
· Since 1999, individual workplace agreements (individual work contracts) using performance linked indicators, have been widely used across the entire senior executive service that includes a wide range of positions below those of secretary.

· These reforms have now started percolating to middle level staff. 
3. Open market recruitment by application for each position
Unlike in India, transfers are not a feature of the APS. “Mobility is generally at the discretion of the individual officer: they choose whether or not to apply for promotion, and which agency and location.”
 People have to market their own skills by applying appropriately and addressing selection criteria that are usually based on core competencies identified as being necessary for the job.
An associated difference between the Indian model and Australian is that the power of recruitment is fully delegated to each recruiting manager, assisted by a small selection committee. In other words, managers recruit the best person they can. This does not guarantee a bias-free recruitment, but it could be argued that even the existing systems of recruitment in India cannot entirely quite guarantee that, particularly in state governments where the state public service commissions are renowned for corruption. 
The main driver of good recruitment in this decentralised system is that bad recruitment will rebound rather quickly on the recruiting manager’s personal work performance. I have reason to believe that many managers here make a conscious effort to curb their personal biases and use their judgment in the most objective manner possible for them to use, to avoid recruiting a dud or ignoring a brilliant candidate merely because of a range of personal biases that all human beings carry.
A great advantage of competitive entry for senior positions and setting pay rates comparable to the private sector is that the APS is now attractive even to some of the better private sector managers during the middle stages of their careers. People can join directly close to the top in the public service, rather than going through a tedious to grind within the public sector. A good number of public servants in Australia now have private sector experience (and vice versa). This adds to the efficiency of the public service, and enables the exchange of best-practice concepts across the economy.

Another factor that supports this churn between the public and private sectors is the existence of compulsory superannuation (which is currently 9% of the wages of an employee) in Australia since 1992. These funds are transferred to privately managed superannuation funds, and the legislation applies to all employers including those in the private sector. 
To the best of my understanding, civil servants recruited after compulsory superannuation was implemented are not eligible for pensions, and are expected to provide for their old-age themselves, just like any other person in the economy, through personal savings and contributions made by employers on their behalf in their superannuation accounts. Unlike in India, where pension eligibility in government begins only after a person completes 20 years of government service, this enables a person to move between the private and public sectors without any loss of retirement benefits.

This flexibility in recruitment and superannuation benefits has also meant that new migrants are on par with local candidates in the recruitment process, and can aspire to rise, if found competent, to their highest level of incompetence (!). I can confirm that had I migrated to India as an Australian citizen at the late age when I moved to Australia, I could not have entered the government service for a range of reasons, particularly that no new recruitments at undertaken in India at that age, and non-citizens are not allowed to work in government any way. Second, I could not have risen to a modest level of seniority in a little over three years there, as in India it is the number of years one has sat at a desk that matters, not whether one produces any valuable output or not.
4. Graduate recruitment does not provide access to lifelong employment

Unlike the Indian pattern of a job for life upon recruitment, the graduate recruitment programmes in Australia recruit some of the better graduates each year, but only for a year or two, providing them a rotation across a certain number of jobs and departments. After providing them this on-the-job experience and training, the government has no further responsibility for them. 
Many of these graduates do subsequently apply for, and succeed in obtaining, positions at the lower levels of the public service (the lower, professional, positions are largely tenured even now, though this tenure is more-or-less notional as redundancies are a fairly common occurrence). 
There is no IAS here that provides fresh graduates with guaranteed permanency and rapid promotion to the senior executive levels. 

The up side of this system for ambitious and competent graduates is that they can aspire to advance very rapidly into senior executive positions within ten to fifteen years unlike in India where an IAS officer would take up to 20 years to reach similar levels of responsibility. There is no ‘ladder’ to climb here, rung by rung. Only a rope anyone can scramble up as quickly as their competence and ambition lets them. Some secretaries to the government here could be as young as 38 or less, while Deputy Secretaries (comparable perhaps to Joint Secretaries in the Government of India) as young as 35, or less.
5. Extensive delegation of responsibility
Australia has very few but extremely large departments, each managed by a single secretary.  For instance, the Australian government has 18 departments, and the Victorian government 10. In comparison, the Indian government has over 50 ministries and departments, and the tiny state of Meghalaya maintains 50 departments too! 
Further, there is often more than one secretary in many Ministries and departments in the government of India and in many states in India, thus creating up to 100 secretaries in most governments in India. If we add the rigmarole of all principal secretaries, commissioners and secretaries, additional secretaries, joint secretaries, deputy secretaries and under secretaries, the numbers quickly reach into the tens of thousands across the country.
The reason why Australia is able to manage with so few departments and the correspondingly fewer number of senior executives is that (a) these senior managers are far more productive than their Indian counterpart, and (b) they are able to delegate extensively, a delegation that is made possible because they directly recruit individuals who report to them. This gives them the confidence to delegate as far down the knowledge-chain as is reasonably possible. 
Therefore, most executive positions here are clustered at the Director level or lower, which is the operational level of administration (this does not mean that a Director here is a junior position; their pay is comparable to what general managers would get in mid-size private sector firms). The extensive delegation of responsibility means that Directors (or even Assistant Directors), advised by knowledgeable professionals, are able to brief Ministers directly on matters that do not have significant policy impact. 
This high level of delegation is radically different from India where practically all files to Ministers must move through the ‘proper channel’.
6. Contestability of policy advice to political leaders
By the 1970s, the bureaucracy was being seen in Australia as:

“too elitist, too independent, too unrepresentative and insufficiently responsive. The reaction of Labour governments, in particular, Whitlam’s (1972-75), and Hawke’s (1983-92), was to challenge the public servants’ monopoly over advice to ministers and to question their indispensability to the processes of government. The direction was made explicit in the White Paper Reforming the Australian Public Service (1983): ‘the balance of power and influence has tipped too far in favour of permanent rather than elected office holders.’”
 

It should be obvious after a moment’s thought that the delivery of a government’s policy or other commitments does not require a permanent civil service, or even any civil service at all. There is also no inherent virtue in political neutrality at the top in a civil service. To deliver on its commitments to the people, a political party needs bureaucratic leadership that is best suited to delivering these commitments. If that means finding a person with a very strong understanding of the theory and practice of freedom, so be it: a bureaucrat must be found who competently understands these principles, and can provide suitable advice to operationalise freedom, not some woolly minded, ill-read, bureaucrat with socialist inclinations.
The proponents of a so-called ‘impartial’ public service presume, rather dangerously, I would suggest, an independent role for the unelected bureaucracy in determining the public interest. We must not forget that unelected bureaucrats are only indirectly, and remotely, accountable to us through our political representatives, and therefore must not have major responsibility for policy-making. They are required to provide technically correct advice to political representatives to best operationalise the policy preferences and parameters committed to by these representatives. 
The political representatives themselves are, in effect, merely implementing what we, the citizens, have agreed that they will do. We are the ship’s (country’s) true owners, and so at election time we hire a captain (political representatives) and entrust him with the task of taking the ship where we want it to go. When the captain of the ship sets a specific direction in line with what have agreed to, as its owners, the sailors are not expected to start providing alternative destinations for the ship to go to: their job to strictly ensure that the ship reaches safely and speedily in the direction chosen by the captain.
By handing over the full control over these instruments of delivery (ie. the bureaucrats) to our political representatives, we are enabled to see more clearly the relationships between the quality of delivery of policy and the quality of political representatives. If the ship hits an iceberg and sinks, we know whom to blame: the captain, not its sailors. This ensures much greater accountability in the political and electoral system.
Over the years, in Australia, Ministerial staff (or Ministerial consultants) have now taken over many of the functions formerly performed by senior public servants. The duration of the job of a Ministerial Adviser is usually coterminous with the duration of the Minister’s own job. These advisers provide overarching policy advice and support to their Ministers. They also help set the direction for departmental secretaries, and monitor the delivery of the policy implementation commitments agreed to by secretaries in their contracts with the government. 

This is somewhat similar to what is called the ‘spoils’ system in the USA, where around 3,000 senior positions change with every new President. There are up to five levels of political appointees between career public servants and political leaders in the USA. If nothing else, this means that citizens know who to blame for ineffective delivery of policy, namely the politicians.
When this flexible system, which is based on contestability of advice, is used appropriately by Ministers, such as by hiring world reputed experts who understand very thoroughly the implications of the political philosophy held by the Ministers, governments are enabled to exercise control on the direction, efficiency, and responsiveness of the governance that they have committed to the electorate at the time of election. 
I believe that these reforms have been instrumental in the governments of Australia being able to provide a much higher quality of service than ever before. A shift in perspective in the minds of bureaucrats towards politicians has probably been propelled by these reforms. Instead of, as earlier possibly, seeing themselves as independent flotillas scurrying about arbitrarily to fix the country's problems as they saw best, with political representatives being the mere titular head of the overall project, there is enormous alignment of bureaucratic effort to advance the commitments made to the people by political representatives.  
In India, though, many Indian bureaucrats continue to think of Ministers as a nuisance to be tolerated than as people directing the efforts of the country on behalf of the public.
 This sense of being an independence locus of power probably arises from their sinecures under the Constitution.
7. Access to the latest technology, information and training

I now refer to one of the most important operational differences between the public service systems in India and Australia, one that adds to the vast gap between the two public service systems, one that adds to the vast gap between the two public service systems. 
This difference is like having a cricket team without giving them the best quality cricket bats and pads, and coaching. No matter how good individual players might be without these fixtures and training, we can't expect them to go very far without them (unless we prefer to live in the Bollywood dreamworld of Lagaan). For those who do are part of the (implicit) world competition to achieve the highest level of freedom and its consequent innovation and wealth creation, this might not matter. Mediocrity needs nothing: no training, not even education. But if India aspires to become the world's greatest country, which it should, now that it holds all the keys to its own house, the then it does matter.
In Appendix 5 I have provided an illustrative list of some of the electronic databases commonly available to a public servant in an Australian department, the point being that there is a constant effort here to upgrade the skills, capability, and support available to the public service. Access to up-to-date information can assist well-qualified and competent knowledge workers to formulate good policy advice. 
I am also impressed by a network of public servants in Victoria called the continuous improvement network (CIN)
 that has brought in people like Edward de Bono, the well-known teacher of creative and innovative thinking, and others, to talk to groups of public servants personally interested in their and professional development. Membership is voluntary, which means that a public servant puts the effort in self-development that he or she wants to, in order to ultimately advance or improve as much as he or she would like to. In addition, there are tens of specialised training courses available to public servants to choose from, to advance their professional interests and skills. Higher degrees such as MBA degrees from outstanding universities are also subsidised for public servants who display ambition, competence and commitment.
Not only are the departmental libraries well stocked, but are they also very well-managed by expert Reference Librarians. These libraries provide access to practically any book published anywhere in the world, usually within in a week or two. 
This contrasts quite dramatically with the library services that were available in the state of Meghalaya in 1999 and 2000 when I was responsible for the oversight of libraries in the state. Not to talk of a departmental library of any standard in any state government department, even the State Library was in shambles.
 Similarly, in my job, for a while, as the head of the newly created Information Technology department in Meghalaya in 2000, I had to struggle to even get primitive e-mail access to my computer (I never managed to get it before my departure and resignation) not to speak of getting access to the internet or world’s best academic journals or policy related databases. 
I would conclude that access to knowledge is neither sought or expected, nor available, to bureaucrats in India. How does India aspire become the world's greatest country, ever, with such deplorable facilities, and no access to high quality coaching and ongoing training?

8. Bureaucrats protected if they contest elections

One of the many ways of attracting talent into government in Australia is to leave the door open for public servants to test whether people are willing to accept them as public leaders. “A public servant must resign from the public service in order to contest a parliamentary election, but retains the right of re-appointment or re-employment if unsuccessful.”
 What this does is to provide Australia with a continuous supply of experience at the political level. 
I'm not sure how many people have taken advantage of this feature in Australia, indeed Ministerial advisers seem far more likely to advance to senior political roles, but the fact that re-appointment if unsuccessful is an option is a brilliant systematic feature that can enable talent to rise to the highest level of influence.
The next generation of reforms 
Further reforms of governance are being introduced elsewhere to consolidate some of this work, and bring in new agility. For instance, in a speech on 24 February 2004, Tony Blair outlined the elements of public service reform planned for the UK. 
To create an enabling government, the UK has recognised that its principal challenge is to shift focus from policy advice to delivery of outcomes, and greater use of project management. A few elements from the planned reforms cited below, give us an idea of how flexible systems such as these are continuously evolving, in comparison to the fossilised system of India:

· A smaller, strategic centre to be focused on strategic leadership rather than micro-management. 

· Jobs in finance, IT and human resources filled by people with a demonstrable professional track record.
· A civil service open to the public, private and voluntary sectors and encouraging interchange among them through recruiting extensively from outside the civil service to senior posts, including at the highest levels, and making it easier for civil servants to move into the private sector and back again.

· A more strategic and innovative approach to policy. On the matter of generating the best ideas, Tony Blair said something that Indian leaders may benefit from considering: 
“I find too often that civil servants have not put forward a proposal either because they thought it would not be acceptable politically or because it simply seemed too radical. I always say be bold in putting forward proposals; don’t be afraid to recommend ideal solutions that look impractical; it is my job and the job of ministers to decide whether something can and should be done but our thinking will be the poorer if too many ideas are ruled out before they get to us.”
· Organising government around problems, not problems around government. This includes more project working, more teams collaborating across departmental boundaries, more shared budgets cutting across departments. 
But let us revert back to India. What is going on in India today?

The current situation in India
Our bureaucracy, as it stands today, performs very poorly on every possible indicator of governance in comparison with modern bureaucracies in advanced free countries. To put things more bluntly, if it is at all possible to do so, in my 18 years in the IAS I did not come across a single officer who could compare in the quality of policy conceptualisation and implementation, with an average senior manager in the public services of Australia. There are very friendly, even individually brilliant folk in the IAS, but virtually none equipped to be modern public servants. The cycle of mediocrity set in place in the 1880s has now reached its nadir.
The Indian bureaucracy, which is in many ways more powerful than politicians in India because of its Constitutional sinecure, must shoulder a large part of the blame for India’s poor governance. In particular, inefficiencies at the operational level in India must at least be entirely almost attributed to it. 
What ails the Indian public service?
1.
Arrogant, irresponsive, and unsuitable to lead: R.K. Mishra is on a very sound wicket when he notes: 
“For the Indian civil service during the British period it was said that they were neither Indian, nor civil, nor public servants. It was expected that with independence they would be Indian in thinking and action. The general perception is that the Indian civil service has hardly changed a bit in terms of attitudes, mores and culture. A study of the overall perception of the officers of the IAS by members of the Indian Police Service, politicians, technocrats, and academicians points out that they project themselves as experts on everything. Their concern for, and focus on their own career is very high. They are self-opinionated, power-hungry, shrewd and manipulative, procedure and rule-focused, arrogant, inaccessible, judgemental and critical, and having concern for minor details. They have been rated very low on positive traits such as commitment to organisation, trustworthiness, risk-taking, conscientiousness, innovativeness, and creativity. Most of the studies have rated them lowest as visionaries and transformational leaders. They are considered to be no-change agents.”

Based on my personal experience, I endorse this finding. Even the best of  civil servants in India create an impression of brusqueness, of being self-absorbed, refuse to give people a patient hearing, are often demanding with perquisites and 'extras' such as small favours from businesses and subordinates, and so on. They are rightly perceived as people who think of themselves as being ‘above’ the rest of India. They stomp about, with their inflated egos, like starlets in a small-time movie. In many ways, I too was one of them.
2.
Huge gaps in policy knowledge: Senior IAS officers by and large are very poor at public policy analysis, as already highlighted. In this highly specialised world, most of them do not possess the skills and knowledge that can, at the very least, enable them to demand analytical reports and briefings of world standard to drive good decision making, even if they do not have the time or expertise themselves to research each issue they are faced with. 

3.
Not supported with information and knowledge sources. Further, and also already indicated, there is a critical gap in IT infrastructure and access to world’s best practice and international standards. But today, when most many policy documents of developed free countries are in the public domain on the internet, are these being actively used by civil servants in India to short-circuit the route to world's best practice? We must remember that one can only take the horse to the water, can’t make it drink. 
4.
No expectation to deliver results. The IAS is like a car that could have easily become a world-beating Ferrari with fine-tuning, so high is the raw intelligence of its recruits, but it has been used like a smashed up auto-rickshaw by politicians, and also senior officers within the service, for too long, and over the course of time has begun to see itself as a dilapidated auto-rickshaw.
This has happened because there is no expectation to perform. People learn either if they want to, or if they are kicked out for non-performance. As civil servants are promoted into senior positions without any requirement to deliver world-class results, there is usually no reason for civil servants to challenge themselves. Life in the IAS is a long, never ending holiday.
 The civil servants of India fiddle like Nero did, while India’s governance problems burn and grow unmanageable. 
Despite this, some people will always want to learn, either because it is in their nature or because they love the challenge of self-improvement. There are a few exceptional officers who have gone out of the way to educate and improve themselves. But after doing that, many of them leave or plan to leave, as a realisation dawns on them that the IAS is a mental dead-end.
5.
Not developed into leaders. Leading people to not merely good, but great, results, calls for Level 5 leadership (Jim Collins). India does not expect such leadership from its civil servants. 

The leadership that I'm referring to revolves around self awareness, reflection, understanding one's strengths and weaknesses, developing an awareness of what is going on around oneself, humility to acknowledge that one doesn't know much and therefore it is better to ask, seeking new ideas and constantly innovating, and a determination to learn how the rest of the world is able to outperform India consistently, for so long, in so many ways. A determination to make India the world's greatest country.

I want to particularly highlight the deep seated resistance in the IAS to innovation, and denial of the need to change. Instead of being in the front, leading change and innovation, many senior civil servants are seriously challenged by the thought of any innovative idea that could make them do things differently, such as suggestions made in this book! 

There is also a distaste for open debate and discussion within the civil service. But leadership calls for vigorous debate and open discussion on matters of critical importance such as ways to improve innovation, policy capability, knowledge management, and efficiency. Indeed, it is likely that, in response to books like this, senior civil servants will complain that nothing can be done and cite political pressures that operate on the IAS as a roadblock.
Not entirely true.  

There are innumerable things that the civil service can do on its own, if it begins to debate and discuss the requirements of leadership and policy capability. I know that its members are capable of producing outstanding research on these matters. Such research can be then shared with others in team meetings. Hiring private sector experts in these areas to coach the senior managers on a regular basis would help. And it doesn't take much to insist upon achieving or exceeding world-best standards in internal reports and policy advice. And then, there are the annual performance assessments. Ministers are involved in only a few of these. What stops performance discussions from being focused on discussions on individual development and capability building?
 

Doing these things does not need the support, or even awareness, of politicians.
The IAS must establish its sole mission as being the delivery of world-class standards of work to its clients, the political representatives and the people, and closely monitor this mission. Else it is practically dead, redundant, irrelevant, and it is only a matter of time when it will be simply overthrown, with those who have not taken this opportunity to rise to the challenge of leadership, being tossed out without regret. The time for mediocrity has long passed. 

6. 
Corruption: 
 An even greater concern now is that the IAS is perceived by the rest of the country as being corrupt. I recall an incident in 1991 when I was introduced to a young person in Delhi in a restaurant. On finding out that I was originally allotted the Haryana cadre, but then moved to the Assam cadre, this person asked me: was it because there is more money to be made in Assam? 
By now this perception that all members of the IAS are corrupt is probably even more widespread.

Though it is difficult to speculate on the magnitude of this corruption, I have absolutely no doubt that some IAS officers are corrupt to their very core. Indeed, I know of one person who joined along with me in 1982 who said that his sole objective in joining the service was to ‘make money’. Having been a member of the Indian Revenue Service (income tax) for two years prior to that, this person had already acquired a flat each in Bombay in Delhi. What this person did in the last 24 years can only be speculated, unless he had a change of heart in the meanwhile. 

But apart from hard-core corrupt IAS officers,
 who are hopefully only a few, I believe we have another category: which enters with integrity, but over time becomes corrupt.
In brief, it is my belief that the lack of parity in salaries between executive positions in the public and private sector has become a critical driver of ‘mid-career’ corruption. 

Anyway, back to the key argument. If the highest paid civil servant in India, the Cabinet Secretary, is paid less, today, than the starting salary of an average management trainee recruited by a multinational company, it stands to reason that there would be a significant disincentive for new, high quality talent, to enter the civil service. But the fact is that some such talent did land up in the civil services in the past, partly because of scarcity of good jobs in the private sector, and partly because some people will always want to be public servants.
For talented people who entered the service but have seen the constant devaluation of their relative net worth in a society where young children, fresh from college, earn more than they would do as senior government executives, at first, strong incentives to quit the civil service would build up. Naturally, many IAS offices, in particular many of those who diligently improved their knowledge and capability over the years, have managed to quit, something that was largely unheard of in the past. Their low salaries were at least one factor in their minds when quitting. 
But what happens to remaining talented people, including some who were diligent about their personal self-development but found no use whatsoever of this knowledge in the civil service, and who can't quit for a variety of reasons? These are the people who desperately need to be given pay rises, but the Pay Commissions cannot distinguish between them and the others. These are the people who need the support and encouragement of their seniors, but they are unlikely to get any. 
One can barely imagine the pressures upon them in a society that has always valued material success, leave alone the pressures to get their sons educated abroad or their daughters married (the curse of dowry still remains). At a stage in their life when they feel humiliated from all sides, and their corrupt colleagues are 'flourishing'; and when politicians are constantly scouting for senior IAS officers who can assist them in their plunder of India, one can only wonder how many officers are able to resist temptation and survive with their self-respect and integrity intact till the end of their career. 

So what can be done?

Given these, and many other, serious ailments, I believe that it has become inevitable for the Indian bureaucracy to be completely overhauled, rebuilt, reinvented. The fundamental principles for bringing about the desired change needed in India could be summarised as follows: 
· bring the best people to the top and provide them incentives to deliver on the world’s best standards; and
· further develop these people into great Level 5 leaders.
Our public administration system must ensure that some of the most competent people in the country (and perhaps in the world) are placed in leadership roles in the public sector, people with multifaceted leadership ability including highly quality people-management skills, significant academic knowledge and policy experience. I offer a few suggestions below, and will then consolidate these into an operational framework in chapter 7.
1.
Open intake in all senior positions (and abolition of tenure). The objective of such an open intake should be to recruit the best person for the job from across the country or even the world where possible.
 In fact, academicians with some industry experience have also been found to be successful in managing senior operational positions in government across the world, because they bring to bear the latest policy knowledge and comparative understandings. In a rapidly changing knowledge economy, we should be able to motivate even such academic experts to apply for senior roles in the public sector.
 This open market intake would help bring in the high quality strategic and policy thinking that is crucial for India’s superior performance. 
This open market intake should apply first to each executive position in government, but in due course to each position. Further, all executive positions should be contractual. This will permit greater movement between the private and public sectors, and help transfer high-quality management skills to the public sector. 
2.
Salaries must be comparable with the private sector. The public sector in India will not be able to attract such high calibre, well qualified, and experienced people if salaries between the two sectors are not broadly equalised. That is a fundamental principle, and will also impact on the reduction of corruption. It should never matter where a person works, whether in a public or private hospital,
 for instance. The reward must be commensurate with the nature of the work, but more importantly, commensurate with the quality of the results.
3.
Reducing the number of departments. Ahmed Shafiqul Huque has shown that:
“The number of departments in the central government of India grew from three (Public, Secret, and Revenue) in 1774 to eight in 1833, while the central secretariat was reorganised into four departments, namely, Home, Foreign, Finance, and Military in 1843. The number of departments rose to 10 in 1919, and 18 in 1947. These were subsequently re-designated as ministries. There were 20 ministries and departments in India in 1952, 54 in 1978, and 70 in 1993.”

Multiple departments and multiple secretaries have been created not to meet any genuine felt need, but in my view, merely to accommodate the very large number of IAS officers recruited from the mid-1960s, particularly in the late 1970s, who have been promoted to that level through the automation of seniority, and also possibly to ‘accommodate’ the large number of MPs and MLAs who demand Ministerial perquisites in return for continued support to shaky coalition governments. 

The solution to this fungal growth of low performing departments and senior officers would be to ensure much greater delegation to fully empowered executives recruited from the open market, thus significantly reducing the number of number of departments and positions of secretaries.
Won’t some of these reforms create their own problems? 
As no human institution has yet been invented that is perfect in every way, it is arguable, indeed likely, that reforms of this sort will throw up their own problems in due course. Many of these risks can be anticipated and managed during the detailed design of these solutions. For instance there is a risk that secretaries and CEOs of government organisations hired on short-term contracts, and who are driven by key performance indicators (KPIs), may focus on short-term results instead of focusing on long-term policy solutions that may take time to show results; this risk can be dealt with by designing KPIs appropriately.
What is important to re-emphasise is that the major problems faced in the public services in India today are inefficiency and absence of innovation. These reforms will speedily address these two areas. Any side-effects, or problems that emerge from implementing these reforms will then have to be addressed separately, in a next stage of reform. Human institutions will always have to be continuously reformed and we cannot, ever, expect to reach perfection.
The next chapter brings this book to a close, by pulling together many of the discussions so far, and a few other issues that I have not yet discussed, into a far-reaching and very ambitious plan for change, a plan for finally ‘breaking free of Nehru’.
Chapter 7 Breaking free − a blueprint
“As long as you’re going to be thinking anyway, think big.” Donald Trump.
I would add to Donald Trump's statement, that as long as one is free to choose, one should always choose to be the world's best. No point nearly aspiring for low-level things like poverty alleviation.  Go for being the world's richest country, ever. That should fix minor things like poverty!
In the last few chapters I skimmed over India’s parched landscape pock marked with enormous, gaping craters of corruption, of blackholes in government that suck in public funds with senior Ministers at the singularity, and vast deserts of poverty.  I also upturned some fungus coated rocks to find swarms of creepy-crawlies comprising faction ridden, communal, slothful, socialists and others under them. 
This was a journey performed as part of my personal search of freedom and meaning; it is therefore appropriate that I close of this search by disclosing the location of enormous underground reservoirs of freedom that I have found with my 'divining rod', reservoirs filled with crystal clear waters of freedom that can be brought above the surface using simple methods outlined in this chapter, and channelled into a gushing river of freedom that will irrigate the country with honesty, justice and equality of opportunity, thus dispelling all gloom and misery.
But first, a detour into the ‘style’ that I will use for the exposition of my secrets.  I am going to think really big here.  No hiding behind a bush of academic niceties.  Simply a bold, clear and well-defined way to freedom. 
The other day a globally admired Indian business personality had come to Melbourne. I knew this person had expressed frustration previously with the Indian political and bureaucratic system, and had expressed a desire for change. I asked this gentleman in a public forum after his speech whether he had formulated a plan for India to move ahead in the direction he visualised. On his replying that he had thought of one, I requested him to outline his plan briefly for the benefit of the audience, but he parried my request.  I later wrote to him asking for a copy of that plan.  No response. Either there was no plan or if there was one, it must have been a pretty well-guarded secret.  

Why I raise this matter is because Indians need to get out of their chronic habit of simply criticising, and learn instead to become systematic enough to outline a real, viable method of bringing about the change that they would like to see.  We need overarching, ambitious proposals with sufficient detail and understanding of the Indian context, that have at least some hope of succeeding, if implemented. Having done this thinking, we must then be willing to put out these ambitious proposals for wide, and open discussion. There is not much point in marking these plans ‘top-secret’ and filing them in a safe.

In this chapter I outline my proposal or blueprint.  This proposal requires seventy per cent of the reform to be led by high-quality political representatives, and the remaining thirty per cent of the momentum will come from a dramatically reformed bureaucracy.  Of course, none of these steps will occur without the people of India getting actively involved, and providing a mandate for this plan. For the moment, it remains mere wishful thinking.
I do not claim special wisdom (contrary to all appearances!) and so all I would expect is that what I am suggesting here be examined with an open mind just as I would examine similar proposals from other Indians.  While we are exchanging and examining each other’s plans, could I suggest that we apply tests such as the following: 
· Will the implementation of these proposals enhance the levels of freedom (and its obverse, accountability) in society?  
· Will these proposals help us in creating governments that are efficient and accountable?

· Will these plans encourage us to take responsibility for ourselves and reduce our dependency on governments?  
This chapter is therefore structured somewhat unconventionally around a thought experiment: what would I do if I became the Prime Minister of India today?  What would I do first, and what would I do next?

Such a thought experiment is probably familiar to all of us from school days when we wrote short essays on such themes. But I don’t see too many adults rushing out to write essays using this ambitious, highly challenging theme. We probably are a bit wary of being misunderstood, if we were to talk of the big picture in this manner.
 That is unfortunate, for innovation doesn't come about from being afraid of criticism.
And so, here goes!
What would I do if I became the Prime Minister of India today?   
It could be argued facetiously that we could improve things very significantly merely by dismantling much of what we have built in the past six decades. But while I see some, rather crude, merit behind such an argument, we really should be very cautious about dismantling anything without being aware of the possible impacts of such dismantling on freedom. In particular, we should not do anything that could jeopardise our already weak justice and police systems.  Being very wary of reversing any of the strengths that we have built so far, my objective is to develop a constructive blueprint, that incrementally, but very systematically, rebuilds and then strengthens the pillars of our liberty.

When someone finally gets to become Prime Minister, it is time for action, for results. No more sleepless nights thinking, planning and hoping. Years of hard work are a pre-requisite for delivering a truly Free India. Therefore, at least ninety per cent of the thinking would have to be done well before someone became Prime Minister.

Finding the right people

One of the greatest challenges for becoming a Prime Minister would of course be of finding the right people who can form part of a freedom-devoted team that will contest elections.  But we know that it is almost impossible (as we discussed in chapter 5) to find competent and motivated people to contest elections. Many of you who are reading this would potentially be very good candidates, but of the millions of good candidates who surely exist in India, it is an astonishing hard job to find even ten good people willing to contest elections in the current Indian dispensation of corruption and thuggery.

But over and beyond this obvious problem, I will require that candidates who can be allowed to represent the ‘political party’ that I would belong to abide by some rather stringent criteria. That their ethics must be impeccable and unquestionable would, of course, have to be bare minimum requirement. These candidates would have to be, in addition, wholly committed to freedom, and understand the philosophy and logic of freedom almost intuitively.  But that would only be a foundation requirement.  They must also be very competent, and able to formulate complex policy that is consistent with the logic of freedom. They must also be able to deal with very complex and challenging problems as future Cabinet ministers without panicking and running for shortcuts or politically convenient solutions. They would need to be at least Level 4 if not Level 5 leaders, people who are very superior
 and therefore humble enough to listen to others and assimilate the feedback they receive in a positive spirit. On top of all this, they would have to be great team players, willing to work in any capacity that the party asks them to work in. Groups or teams of expert individuals are generally wiser than isolated geniuses no matter how brilliant, and the party to which I would belong would follow the highest standards of internal democratic decision-making.
Finally, they would have to agree to wide public consultation on policy issues, and very high levels of transparency about themselves, at a level they may not have experienced before. Citizens need to be able to see virtually inside the minds of their political representatives, and know how they think.
I admit that I do not know yet how to motivate such good people to participate in elections. Good intentions are not enough when one’s family is threatened by armed gangsters. Therefore, over and above the qualities listed earlier, candidates who are willing to contest on my party’s ticket will have lion hearts and an unwavering determination to overcome the greatest adversity in order to achieve their goal. Hopefully, in a billion people, at least 1500 people of this calibre will be found.
Agreeing to a blueprint 
Presuming that I am fortunate enough to attract these 1500 outstanding leaders to potentially contest elections under my party's banner, the second major challenge before becoming Prime Minister would be for these candidates to agree to a high level policy platform supported by a detailed blueprint for action, well in advance of elections. To ensure we have a detailed blueprint, a well-balanced Shadow Cabinet comprising candidates who are particularly competent in certain specialisations, would be assembled up to three layers ‘deep’ to allow for drop-outs at election time and for some candidates inevitably losing elections. 
In any event, it will be crucial that all policy decisions and high-level strategies be agreed to within the party at least 3 years before the elections. Such clarity of thought would prevent mayhem breaking out with ad hoc decision making when the Ministry finally assembles. I imagine that the blueprint would run into a few hundred pages. The blueprint, to be available in a public website in full, will also inform the election manifesto. 

This policy platform and blueprint will then be linked to a major public education program to run for three full years prior to the elections. This education would explain to the people what is wrong today, why it is so, what can be done to improve things, and how the necessary changes will be brought about, and by whom. Simply going into an election under the banner of freedom without sufficient awareness among people of the key issues involved will doom the effort to failure. Freedom cannot, and should not be forced upon anyone (unlike the preferred approach of socialists and communists who believe in imposing their ideas, even by the use of force). 
In the hypothetical scenario being considered here, what I am proposing below are my current personal views, and a very highly condensed blueprint.  I must point out that if I were actually to be a Prime Minister, the suggestions I am promoting below may change in many ways (though not in underlying principles) after extended discussion, debate, and democratic voting within ‘the party’. 

Hopefully at the end of all this preparation, 300-350 outstanding candidates would win elections to the Parliament,
 and the party’s Prime Minister would, systematically and effectively, as already widely known to the people through the detailed blueprint, implement the well-panned Free India agenda, detailed below. 
Key decisions of ‘my Cabinet’
I’m structuring into a few artificial categories the decisions that will need to be taken to ensure a Free and prosperous India. These will be taken by the hypothetical Cabinet that I will hypothetically lead. I have neglected to mention here, primarily for the sake of brevity, a number of issues that will also need reform. Further, most of the matters discussed are within the more direct control of the central government.  
1. Raising resources for public goods

Advancing freedom calls for a very strong government that supports our security, provides law and order, and social and physical infrastructure, as paid for by citizens collectively. We need this government to be efficient, to manage its resources very prudently. And, we need it to be effective, to deliver high-quality, first-rate products that achieve their intended objectives. 
A cheap government will be guaranteed to be ineffective, as quality will be its first casualty. Today India has a cheap government. Only a little over 1/6th of our GDP is spent on services provided by government. That is less than half of what many advanced free countries spend. By spreading a very small amount of money over a very large number of public servants and services, the quality of each service provided by the Indian government is of an extremely poor standard. In fact, by providing cheap services, the very purpose of most of them is defeated as a number of forward and backward linkages break, and corruption takes root. 
Let me make clear at the outset that freedom will not and can never, come cheaply. I do not propose that my government will provide the thousands of socialist services currently ‘provided’, but what it will choose to provide, will be first-rate. In particular, my government will provide the highest level of freedom practicable, and selected social and public infrastructure, at market cost.

It is, in fact, expected that in the first two and a half years, the expenses of the government would increase very significantly as the strengthening of core functions of government, and building capability, will have to begin immediately, but tax revenue will lag for a while as vast restructuring that needs to take place in almost all current activities, will take its own time. 
Systems to radically improve tax collection will be put in place immediately, particularly strengthening the income, wealth tax, and corporate tax
 regimes, to bring the total ratio of taxes (both centre and sates) to GDP to 25%, equal to the chauth, a historical tax in India, from the current level of approximately 16%. The overall tax burden in most OECD countries is well over 40% of the GDP, and over time, India may need further increase its tax burden to around one third of GDP.

At the moment, given its very poor wealth and income tax collection regime, India has largely depended on expenditure taxes such as sales taxes (but also customs and excise duties
 that are paid ultimately by consumers). These hit the poorest the hardest and are regressive in their effect. For instance, the poor, who spend virtually all their earnings on consumption goods, face the full brunt of indirect taxes, with the rich facing a much lower ratio as a proportion of their income, since they save (and thus invest in assets) nearly all their income. If the rich spend 10% of their income on buying new clothes and cars, the incidence of indirect tax on them is one-tenth the incidence on a poor person, and if we factor the lower (marginal) value of taxes to the rich,
 this incidence becomes even lower. 
More importantly, as we need to be paying the poor (negative income tax), and indeed do so today in some form or the other with a large number of subsidies, indirect taxes are really problematic. There is little point in having a system of subsidies for the poor on the one hand while at the same time taxing them heavily through indirect taxes. We should make sure that the poor are never required to pay any tax until they rise above the poverty line.
Eliminating poverty hinges critically on clearly identifying who are the poor, in order that they can be directly funded by the rest of us through the government. That requires income tax returns to be lodged by all Indian families, including the poorest of the poor. 
Without a very strong income tax system we have no choice but to take recourse to indirect taxes and corruption-ridden policies like the public distribution system to raise resources and allegedly salvage the lot of the poor. These cannot work, and create confusing and contradictory hoops and hurdles, and enormous corruption.
The focus of the tax revenue reform will therefore be on ensuring a mandatory, ie. 100%, income and wealth tax base (wealth tax being a progressive tax on the net asset value of families, including fixed and financial assets). Lodging income and wealth tax returns by everyone will be made compulsory in three years, irrespective of the level of income. Today we only have 3 crore tax payers, only double the 1.34 crore taxpayers in Australia which has a population one-fiftieth of India’s! In the same ratio, there should be 67 crore tax payers in India within 3 years, even if a good portion of them will get advance payments of negative income tax to help them overcome poverty.

As it improvements in the capacity of the revenue collection machinery to generate taxes will only show results by the beginning of the third year, other methods will be used in the first two years to raise resources: 

· Borrowings by the government at market rates.
· Sale of public sector undertakings including government schools and universities (both discussed later).
· Disposing ‘government’ lands and property. Wonderful things can be done by citizens with lands lying fallow and unused with government.
·  Departments that own property, including the armed forces, particularly in urban or semi-urban areas
 would be required to work together to submit a plan within six months for restructuring their property ownership. Where possible, after selling such land, consolidated, large buildings would be built in strategic locations to form the new hubs of government. 
· We must remember that in a truly free country, it is people who own, individually, the country’s lands, not the government. The government, which is a creation of the people, has no ‘natural’ rights over our country’s land; individual citizens do. Government must therefore release all lands that were originally appropriated by it by force either in Mughal or British times. 
· If a government does need land for its businesses or activities, it must buy or lease it from the people, just as any other people’s organisation does, such as a company or registered society. That will ensure that the true cost of each government service is clearly understood by government functionaries. For instance, if a Military Dairy Farm owns 1000 hectares of land but does not factor the opportunity cost of that land to society, through its lease value, it will over-report its profits (or under-report its losses). Once the Army has to actually lease this land from people it would think many times before putting land to such use. 
2. Building capability to govern
The bulk of this chapter focuses on building capability to govern, which is our Achilles Heel. The primary objective of the solutions in this section is to bring in Level 5 leaders at all levels in government, whether political or bureaucratic, and thus increase our freedom. In particular, our unduly powerful bureaucracy will be held very firmly to account for delivering world-class results.
2.1 Enabling public servants to represent people

Members of India’s civil services are uniquely placed to bridge the divide between socialism and capitalism, and indeed to become initiators of political change if they possess leadership capability. Their detailed knowledge of existing rules of the game and our operating environment is comprehensive and can prove invaluable if they can use this knowledge to create solutions compatible with freedom. Therefore all public servants will be permitted to resign and contest elections if they wish to, and to return to their earlier positions within one month of the declaration of election results, if unsuccessful. 

2.2 Appointments of Cabinet Secretary and Ministerial staff

My Cabinet will set the ‘ball of bureaucratic accountability’ rolling by reducing the current, almost sole reliance, on the bureaucracy for policy advice and implementation. It will seek a contest in the provision of all services that have been so far generally provided by the bureaucracy. The Cabinet, as the ‘board of directors’ of India’s governance, will delegate the implementation of its policies to the best instruments available to it, including but not limited by the existing public services and agencies. 
As a first step, the position of Cabinet Secretary will no longer be held by the public service but by an elected representative in the rank of Minister of State without voting rights in the Cabinet. The new Cabinet Secretary will be located in the office of the Prime Minister and will be able to bring a politically appointed Cabinet Clerk to assist in minute-taking and disseminating information. The incumbent public service Cabinet Secretary will be offered retirement plus a redundancy package or given the option to revert to the state cadre. 

The Cabinet will then create a set of rules to enable Ministers to hire ministerial staff and advisers on short-term contracts. Public service members will not be eligible. 

2.3 Compensation for peoples’ representatives

Being committed to providing a squeaky clean government, I cannot afford to have my Cabinet members paid poorly. As an interim measure, to be quickly ratified through legislation, my Cabinet will promulgate a significantly increase in the existing wages of all members of Parliament and request state governments to provide similar increases for legislative assemblies.  The monthly wage of MPs would then go of from the current Rs 12,000 a month to Rs. 1,20,000, and proportionately for Ministers. Perquisites not directly related to expenses incurred on the job will be scrapped. 
In addition, a performance bonus linked to economic growth will be introduced. For every 1 per cent increase in per capita GDP growth beyond 3% per annum, all our representatives will get one-off 5% bonus. For every 1% permanent reduction in the number of people below the poverty line, they will get a 1% permanent increase in their base salary, over and above the annual adjustment based on the price index. Finally, for every 10 ranks that India rises on a sustained basis (of at least two years) in the Transparency International rankings, there will be a 5% one-off bonus, and a permanent 20% increase on the base salary, upon India becoming the world's least corrupt country for three years in a row.
Through these incentives, a ‘virtuous’ cycle will be established that will overcome the vicious, negative, cycles set in place by socialism over the past six decades.
Simultaneously, legislation will be introduced to create an independent Political Representative Incentives Commission with a permanent secretariat charged with research on, and making annual or occasional recommendations on: 

· the level and type of compensation and incentives for peoples’ representatives that will eliminate foreseeable incentives for corruption, and promote the freedom of citizens; and

· any matter related to the mechanism of elections and political representation.
The Commission would widely consult with the community in its research, apart from looking at international best practice, and make these research findings widely made known to the people. The recommendations of the Commission, made at its sole discretion and whenever considered fit, would bind the public exchequer; there would be no voting on these recommendations. This will prevent the political jeopardy and dilemma faced by political parties or representatives who attempt to vote in Parliament to increase their salaries, which is an unpopular thing to do, and creates all types of subterfuge in governance.
2.4 High priority electoral reform

Interim electoral reforms based on the reasons outlined in chapter 5 would be introduced in Parliament, such as:
· eliminating the requirement for political parties to adhere to socialism in the Representation of the People Act;

· eliminating limits on elections, or on any other receipts and expenditures by political parties or candidates wanting to represent us;
· very stringent requirements for detailed public disclosure by all candidates and political parties of funds for political purposes, received or spent, with this information to be placed for public scrutiny on the Election Commission website;

· rigorous audit of these accounts by full time experts appointed by the Election Commission; 

· severe punishments including jail terms of up to three year for failures to accurately report or otherwise declare all receipts and expenditures related to political activity including elections; 
· state funding of future elections by which candidates who secure more than one-tenth of the valid votes polled will be reimbursed Rs. 15 for each vote polled
 on a formula linked to the population and geographical extent of the constituency, normalised to an assumed 100% voting, subject to a minimum of 1/10th of the votes cast being polled; and
· security deposit for elections increased to 5 lakh rupees and forfeited when less than 1/20th of the valid votes are polled by a candidate, instead of the current one-sixth. This much lower forfeiture limit than the 1/6th at present will allow many candidates to contest, while the higher security deposit will prevent non​-serious candidates from contesting elections. There is some arbitrariness in these numbers which may need to be fine tuned to ensure that the gate is kept open for serious candidates who will also, then, receive a reimbursement per vote if they receive a fair number of votes and are thus considered to be genuinely serious candidates by the public, but shut for frivolous contestants.
2.5 Freedom Ministry and re-writing the Constitution
· A new Freedom Ministry will be created immediately, charged with promoting our freedom as citizens. It would deal with political affairs and advice Cabinet on the extent to which all new laws and regulations proposed are compatible with the freedom of the people. An advisory Indian Policy Organisation (IPO) comprising of a few, hand-picked, world-class professional experts in policy analysis who have demonstrated a capability to use freedom as the criterion for analysis will be created under the Freedom Ministry to conduct research as requested, and provide options that are compatible with freedom. Decisions on options would of course remain with Cabinet.
· The Freedom Ministry would then be commissioned to deliver a number of new Acts for improved governance, more particularly a new Public Administration Act and Superannuation Act by month 9 (details later). 
· In chapter 4 we saw how a re-write of the Constitution can be ‘fast tracked’. As this is an enormous task, requiring the consent of all States, processes relevant to such re-writing will be co-ordinated by the Freedom Ministry immediately, such as convening a new Constituent Assembly (with approval of all the states) within 6 months, and having the 5-page Draft Constitution so prepared put to a referendum within 6 months of its delivery. 
· The simultaneous translation of the existing Constitution into relevant Acts would be co-ordinated by the Freedom Ministry to ensure that, subject to the referendum being successful, the new Constitution can come into full effect on or before the first day of the 31st month. 
2.6 Phase 1 – Build up (first 2 ½ years)
To make clear the major shift in mindset, my government would make it clear in its first written communication to the public service heads that it expects the bureaucracy to examine all their current work in the light of freedom of the people, and explore ways to step back from some of the needless and interventionist activities they have performed (or supported inadvertently) in the past. Further, Departmental Corruption Surveys will be commissioned by the government through an independent body, and results made public every quarter.

The first two and a half years of my government are being characterised here as Phase 1, the Build up Phase, being the years needed to build up to the second half which is best characterised as Phase 2 - Breakthrough. 
By the end of the Phase 1, the number of departments would have been brought down to 10, with around 30 ministerial portfolios held by Cabinet Ministers. Each portfolio would be served by one of the 10 departments, with a total of 10 secretaries. Each department will have a lead Minister to whom the secretary will directly report, while also being responsible for other Ministers. Apart from the Freedom Ministry and Department (which will include policy matters such as economic, financial, social, consumer, and environmental policy), the other departments would be: i) defence, ii) justice (including police, and support to the judiciary) iii) external affairs, iv) public finance, v) physical infrastructure, vi) social infrastructure (eg. public health, poverty elimination through negative income tax, and the regulation, not direct management, of education and medical facilities), vii) commerce (including environmental and safety regulation of industry and agriculture) viii) social capital and community (fostering voluntarism and conducive social relations in the community) and ix) sustainability (managing the ecology). 

Two principles will underpin the change programme in the Build up phase: (1) the need to move the jigsaw of change in a systematic and effective manner, and (2) to do so in a way by which everyone involved is enabled to understand the rationale for the change, and through which nobody becomes financially worse off for up to five years of the end of Phase 1, or experiences personal stress. 
The second objective bears elaboration.  The idea is that nobody should experience financial and psychological duress as a consequence of this enormous change programme, for that would be violative of the principle of justice. These people were not directly responsible for the mess created by Nehruvian socialism, and therefore my government owes them a duty of care to ensure that they are given a reasonable time to readjust and rebuild their life where necessary. 

Further, a government must is accountable for setting the highest standards of behaviour and management; therefore ensuring the health and safety of employees involved in the restructure will be a major requirement for managers of the change programme.  Adjustments to the speed of the programme to more effectively manage change will be made when appropriate. Throughout this process, collective bargaining will be permitted and the views of government employees heard and paid attention to, particularly with regard to the organisational structures of Phase 2.

States will be encouraged through financial incentives to initiate similar reforms, as much of the improvement in governance can only occur if the states actively participate in the process.

The deliverables for Phase 1 will be:

· Month 1: We have seen in chapter 3 that using the coordinating mechanism of the price system is the only way of 'planning' compatible with freedom. Therefore, the Planning Commission would be shut down from day 1 with all its policy analysis functions transferred by the Freedom Ministry either to relevant existing ministries or to the new IPO within a month. All commitments made under any Five-Year Plan in place will be scrapped with immediate effect.  All committed funding would then be up for review by the concerned Ministry. 
All files of its mammoth secretariat would be sent to the National Archives. Its officials would be transferred to relevant ministries in New Delhi, and encouraged to start thinking afresh to produce knowledgeable, innovative and effective policy advice, firmly grounded in the requirements of freedom. Those among its officials that have displayed extremely high-quality thinking would be seconded to the IPO subject to the ongoing demonstrable quality of their output.
· Month 2: When new governments come to power in India, they generally reshuffle the set of incumbent IAS officers as part of their 'new-look' management team. Unfortunately, this merely ensures that the inefficiencies embedded in the IAS and other civil services continue, but with different nameplates outside the various offices. My government will not do this cosmetic refurbishment. To ensure an overhaul in analysis and productivity in the public services, the Cabinet would put in place a comprehensive rebuilding plan for top management in government departments. 
All deputations and postings to and from the IAS and IPS state cadres would be suspended indefinitely as of the 60th day of the government assuming office, and the system of transfers and deputation at senior levels above joint secretary would be permanently disbanded. New appointments would be held in abeyance until the reforms, outlined below, come into effect. Urgent requirements would be met by ad hoc contracting for relevant services. 

However, the annual intake of new recruits by UPSC will continue till all changes are phased in, to ensure that there is no shortage of trained personnel at the grass roots. New recruits will be treated on par with any other employee at the end of Phase 1, as discussed a little later, and be able to apply for Phase 2 positions, either in the central government or in the respective state governments. keeping in mind that ‘traditional roles’ such as sub-divisional magistrates and district magistrates would no longer exist in Phase 2 or at least in the states that agree to implement these reforms.
As I strongly believe that most of the young sparks that enter the Indian civil services continue to hold great potential and promise and need to be given the right environment to achieve world-class results, that environment will be facilitated through strengthening the leadership team that trains them. 
· Month 2: Secretaries of existing departments will be given two months to come out with a well-defined set of core competencies including knowledge and leadership standards, vetted by internationally experienced consultants hired by the Freedom Ministry within the first month of the government’s assuming office, for each position in the rank of joint secretary to the government of India and above (ie. ‘senior executive levels’). 
· Month 3: All civilian positions at senior executive levels, without exception, will be advertised publicly on the first day of the third month. In other words, there will be no reduction in senior positions in Phase 1, only a change in incentives and the quality of delivery.
· Except for civilian positions in the defence and external affairs Ministries, and some positions in the Freedom Ministry, positions in all other ministries will be open to anyone with appropriate merit from practically anywhere in the world, willing to immediately apply for permanent residency in India with a view to taking citizenship at the earliest opportunity.
 We need to attract the world’s best public sector talent to serve India’s governance needs. Also, most Ministries to not handle security matters, and so there can be no objection to non-citizen permanent residents working in such Ministries. 
· The compensation of these newly advertised positions would be on par with that of senior managers in multinational corporation positions in India, in the range of, say, Rs.25 lakhs annually. Members of the all-India services and others who currently hold these positions would have an equal opportunity to apply to these positions and provide proof of their capability to meet the core competencies designed for these jobs.
 Multiple interviews (using a variety of techniques such as public presentations) of those short listed would be conducted by a team headed by two Cabinet Ministers and one invitee Chief Minister (not from the cadre of the short listed candidates, where the short listed applicant is from an all-India service
).  
· Months 5 and 6: It is expected that appointments to these positions would be made within five months of the government being elected, with new appointees starting at the commencement of the seventh month (and the unsuccessful leaving on a day earlier). If some of these positions are not filled to the required standard, or if there are unforeseen delays in the recruitment, experts of international or national repute may be offered appointments on mutually acceptable ad hoc terms, possibly at a significantly higher cost, for a very limited period. 
· All these Phase 1 appointments will be on a 24-month contract, extendable by another three years if the incumbent is successful in obtaining (the much fewer in number) Phase 2 positions in due course. Members of an existing civil service who are successful in obtaining such a contractual position would have to resign from their civil service.

· Current incumbents who apply but are not selected, would be given the option of reverting to the rank of a Director on their existing salary, going back to their state cadres (where applicable), or given an individually negotiated redundancy package plus pensionary benefits under the relevant rules. No other permanent employee of government will be offered a redundancy package till the end of Phase 1.

· Month 8: Departmental strategic plans: Each of the newly appointed Secretaries would be given 60 days to work closely with their relevant Minister and the Freedom Ministry, both of whom would already have commissioned very significant background work over the past few months through the IPO, to prepare a 21 month high level strategic plan for their department by the end of the 8th month, that will be published after Cabinet approval in the 9th month. This plan would highlight the pathways to the restructure and contain sufficient detail to guide precise implementation. The plans will include the following deliverables:

a) Detailed review (by hiring world renowned expertise in that area) of each activity currently performed by their department. A 2-3 page summary on the review for each major activity will be presented to Cabinet in months 9 to 12. The following (illustrative) questions will be used to guide these reviews. 
	1) Is there conclusive evidence that citizens are (i) unable to resolve a particular problem on their own initiative, or (ii) have tried but failed, to solve such a problem?

2) If the answer to (1) is No, steps need to be initiated to close down all government activity in that area.
 
3) If the answer to (1) is Yes, The activity would need further analysis to determine whether the government can perform this activity better that what citizens are currently doing on their own, or can do with some support from government. 

3.1) If conclusive evidence cannot be adduced to prove that the government can deliver better outcomes
 than citizens acting on their own, then the activity should revert back to the citizens; it is preferable for citizens to continue performing that activity in a somewhat imperfect manner, rather than government doing it imperfectly at greater cost. 

3.2) There might be a coordination problem in some cases which can often be resolved by encouraging citizens to work together and jointly fund their own activity. In some cases, citizens may agree to set a voluntary standard for themselves that they abide by. This may be particularly attractive to citizens (such as businesses) where not doing so will mean that the government will have little choice but to actively get involved through a more heavy-handed approach. In a few cases, pooling information or making information available in a more coherent and explicit manner may be sufficient.
 Where government support for such voluntary work, including research, is critically needed, some government funding, subject to delivery of measurable outcomes, may be provided. 
3.3) If the matter relates to heath and safety or the environment, the government may need to enunciate agreed standards for society for all citizens to comply with (which it will then have to enforce consistently and uniformly). Where it is found necessary to regulate a particular activity, for example, occupational health and safety in workplaces, the most light-handed approach feasible would need to be chosen. For instance, self-regulation by the industry would be most preferred outcome, but where an industry fails to achieve its own, agreed, performance standards, enforcement against the standards would be precise, immediate, and proportionate. The days of roving inspectors who harassed industry for their personal gain are over.
3.4)  If it is found that citizens do require direct government support to preserve their freedom, and that it appears prima facie that a government will do that job better than citizens left to their own devices, despite the much higher costs and inefficiency usually associated with government activity, that job can then be given to government ‘on probation’. If a task is given to government, even on probation, arrangements for first-rate implementation would have to be made, but if adequate resources cannot be raised for such high quality delivery, the task would have to be put on the backburner. Having commenced that task, if the government actually delivers what was expected, within time, then the government can be allowed to continue, subject to annual exploration of other options starting from Q.1 again. 
3.5) There would be activities such as the effective provision of justice that strongly favour government involvement. Such activities will most likely need to be considerably strengthened from their existing levels. 
3.6) Constantly changing technology and the use of new economic analysis could throw light on innovative ways of managing problems of accountability experienced in society.
 Wherever possible, this new information should be used to redesign government activities that are otherwise justified, in order to make them more effective and efficient.
In addition, the questions cited in the introductory section of this chapter would need to be considered, in particular for new activities.


b) The second component would be a detailed plan for the implementation of the reform in the organisational structure and delivery of key functions. For instance, where regulation is shown to be absolutely necessary, appropriate independent bodies would be established where they don't already exist, to ensure that regulatory implementation is de-linked from governmental policy making.
 To ensure that these bodies are fully independent, appointments of their CEOs would be directly approved by Parliament from the beginning of Phase 2. That will avoid any perception of bias in the delivery of regulation.
c) The third deliverable will be a plan, by month 11, for each departmental public sector undertaking (PSU), including independent statutory bodies, banks and any manufacturing or service delivery undertaking (including those in the defence sector). Without exception, by the end of Phase 1, all PSUs including defence manufacturing undertakings will either be auctioned in the international market, or their shares sold to the people of India.
 Defence undertakings will be sold under a regulatory regime that ensures that only Indian citizens or companies fully owned by Indian citizens who live in India, will be able to own them. These buyers will also have to provide reports to the defence ministry, apart from allowing periodic or random inspections by defence officials.

d) A key element of the strategic plans will be the comprehensive modernisation of government administration. During Phase 2 there will be no opportunity to hire clerks, peons or drivers. Offices would be completely modernised, converted into open plan wherever possible, with permanent staff and executives sitting together for the most part, and provided with state-of-the-art technology and facilities, such as modern workstations, access to global databases and international standards, and fully computerised document management.
e) The plans will also deliver on the training needs. Very significant reskilling will have to be commenced for all levels of the public services. In fact, a knowledge of the potential of modern information and document management will be one of the important competencies used to select public service leaders in Phase 1. They must be able to understand and source the high quality skills to train all employees appropriately. Secretaries would train employees to facilitate their becoming suitable for placements in Phase 2. While redundancies at the commencement of Phase 2 would be an exception rather than the rule, the stringent competency requirements of Phase 2 will mean that those who don’t shape up will be terminated, with due process. 
These departmental strategic plans will be endorsed for implementation by Cabinet by the end of the 9th month. When the plans of all departments are added up, it should become clear how the jigsaw fits and how the restructure to the 10 departments would be completed, while ensuring that governance is continually strengthened in the interim.

· Month 9: A new Public Administration Act. The Freedom Minister would bring to Parliament in month 9, a new Public Administration Act. 

· This Act, to come into effect at the beginning of the 31st month, would allow the Prime Minister to appoint Secretaries on the recommendation of the Departmental Lead Minister and with agreement of Cabinet, based on a contractual agreement for three years, that would specify the performance indicators and deliverables by which the Secretaries’ performance would be measured, and linked to bonuses as appropriate.
· The Act would require each Secretary and heads of regulatory bodies to demonstrate through the Departmental annual report that they are aware of and compliant with, or exceed the world’s best-practice in accounting, economic and regulatory policy, and health & safety of employees; and demonstrate how their organisation is meeting community expectations and strengthening voluntary initiatives of the people.

· The Act would contain strong provisions to protect and reward where appropriate, whistleblowers in the government bureaucracy who bring to public notice through the Ombudsman or the media, any ethical discrepancies that may be taking place in their departments.

· Secretaries would have full delegation in making appointments to their departments under the Indian Public Administration (IPA) system. They would not be the appointing authorities for their department’s statutory regulatory bodies, appointments to which would be at the sole discretion of the relevant CEO (who would in turn be bound through performance contracts with the Prime Minister, as endorsed by Parliament). 

· There would two grades under the IPA system: 

a) Executive grades: This would comprise four contractual bands (E1 being the highest) for positions that require significant judgment and leadership skills, and eight permanent IPA levels. All positions at the contractual level will be under a three-year, performance-based contract. An Under Secretary would be at the lowest band, and the Secretary at the highest.

b) Permanent grades: This would comprise eight permanent bands (the 8th being a senior specialist level for people such as senior scientists, paid at the level E1, and with market ‘loadings’ to attract outstanding candidates). 
· All existing positions would translate into a grade or band based on a set of detailed core competencies, specified under the Act.
· The concept of promotions and transfer will end. Persons wanting to move to particular positions as part of their personal career aspiration will need to prepare themselves to meet the competitive requirements for these positions, and apply when such jobs are advertised.

· A well-defined concept of redundancy would be introduced in the legislation, ending lifelong job security at all levels, but with a requirement for Secretaries, upon a position becoming redundant, to find alternative positions wherever practicable for those who are in the permanent grades, failing which, certain types of payment would be made to employees made redundant.
· The Act would articulate a fundamental compensation principle, namely, that roles and responsibilities in the public sector are to be rewarded on the basis of the ‘comparable’ market value of the work involved (except at the E1 and E2 levels, where such parity is impractical).  The actual, ‘comparable’ market values, will be confirmed through periodic market surveys. This principle should lead to a significant increase in salaries in most public service positions in Phase 2. 
This principle to reward public servants at competitive market rates would not only prevent corruption but also ensure that governments commit only to delivering those things that they can provide, at the going market rate. 
· Secretaries would be permitted, indeed strongly incentivised through their performance contracts, to dismiss anyone including permanent staff for proven inefficiency while ensuring, full regard to the principles of natural justice. 
· Month 9: Superannuation Act: As indicated in chapter 6, one of the very significant barriers to occupational flexibility in India is the absence of universal superannuation arrangements. A Superannuation Act, upon the commencement of which the existing Central Provident Fund legislation and GPF funds would be disbanded, would be simultaneously initiated in Parliament at the 9th month. It would require that each employer including the government, place 10% of an employee’s gross salary, at a reduced tax rate, into privately managed superannuation trusts
 that would invest these funds in a range of financial instruments individually opted for by employees. This superannuation would be part of the employee’s contribution, and will be included explicitly in salary packages. Funds contributed would be available for withdrawal in the form of annuities, or under some circumstances, as a lump sum, at age 60. 
· As an associated step, the net present value of all eligible pension benefits of all public servants under current laws will be converted into an appropriate lump-sum superannuation contribution when the superannuation law comes into effect (by the end of the 25th month). For instance, the lump-sum contribution made for a public servant with 24 years of service would be equal to the net present value of the future pensions that would have been permissible had this person retired immediately for reasons not within his control.
 
· Thereafter the concept of pensions for existing public servants would be disbanded.

· Those who retire before the Superannuation Act comes into effect would not be affected, and their pensions will be paid as usual.
· The elimination of permanent appointments at senior levels, the introduction of the concept of redundancy applicable even to permanent levels, the Superannuation Act would bring in significant flexibility into the Indian job market, leading to major improvements in productivity. In addition, a number of other labour market reforms will be introduced, that I do not touch upon here. 

· Month 9: Constitutional amendment to abolish the all-India services: The Freedom Minister would introduce a Constitutional amendment in month 6 to wind up the existing civil services and to repeal Articles 308 to 323. This will ensure that all approvals by states are obtained, and the Amendment enacted as soon as possible, to come into effect from month 31.

· Month 22: Advertisement for Phase 2 jobs. Based on the details of the restructure, which should be emerging clearly by the 20th month, jobs for all positions (irrespective of the level of the job, and including those recently recruited to the civil services) anticipated at the beginning of Phase 2 will be advertised eight months prior to its commencement. Any one, including persons appointed though open selection to positions in the rank of joint secretary and above for 24 months in Phase 1 would be able to apply for these ‘final’ positions (which will, in general, be much fewer in number, more so at the senior levels). 
· The performance indicators for the Phase 2 Secretaries will become significantly more stringent than in Phase 2, and include an active use of corruption surveys and other independent surveys of their departmental services, as perceived by citizens. If an organisation is perceived to be corrupt by more than a certain proportion of the public (this proportion to be drastically reduced each year) Secretaries can expect to be dismissed instantly, and without compensation, despite not having been directly involved in their department’s corruption. Secretaries would also lose their jobs for other, relatively less important failures, but for such things they may be partially compensated for the remaining period of their contract. 
· Phase 1 employees to be made redundant with effect from the 31st month as a consequence of the shutting down of governmental functions would be compensated and directly supported by the Freedom Ministry for one year through training opportunities and assistance in setting up small businesses. It would also be ensured that in each case they do not become worse off for up to 5 years, by which time they should have found something useful to do. The Freedom Ministry will also closely monitor the health and well being of those made redundant for these five years. This entire function of the Freedom Ministry will end after five years.
2.6 Phase 2 – Breakthrough (second 2 ½ years)

· On the mid-night of the first working day of the 31st month, existing civil services will be simultaneously disbanded and all government functionaries transitioned to relevant functions and pay points under the IPA system, as planned and promulgated during Phase 1. Many public sector employees will probably move into brand new, sparkling and well-equipped modern offices that day,
 which will have no resemblance with their earlier offices. Presumably the states will also have transitioned in much the same manner, or will do so possibly a few months later. This would ensure that public servants across India will move into a far more dynamic, flexible, and challenging, but more remunerative, system.

· Under the new Constitution effective on the same day, the UPSC, to be headed by a Public Services Commissioner prescribed under the Public Administration Act, would shed numerous layers and functions such as its recruitment function, and convert itself into a body that researches and provides advice on world-best practice in public administration, including proposals for further streamlining the regulation of the public services with a view to increasing their agility, responsiveness, productivity, efficiency, effectiveness, and integrity. It would also establish newer, and usually better, working conditions every three years for the public services, subject to Cabinet approval, and the use of Pay Commissions scrapped. Departmental Secretaries would need to comply with these improved working conditions. 
· All roles transitioned to Phase 2 would be deemed to be fresh appointments, with the relevant Secretary being the appointing authority. Service records will be started afresh by Secretaries, and earlier records largely archived, while retaining information on prior disciplinary proceedings, health and safety matters, or other information that may have a potential impact on operational management.
· Among other things, each Secretary would be responsible for setting in place performance management systems that document and pro-actively deal with underperformance and in each such case work explicitly towards the earliest possible termination. While free citizens pay a government for high quality services, they should never be short-changed. There are no intrinsic rights to be a government employee without delivering on the requirement of the job.
· Some Ministers appointed to various portfolios in Phase 1 may no longer have those portfolios at the commencement of Phase 2, with the consolidation of the original portfolios. These MPs will be tasked with working with the Freedom Minister in completing a full-scale review of all existing policy and laws, supported by specialist teams from the Indian Policy Organisation.
2.7 Local government reform

A major action of the Cabinet, brought before it by the Freedom Ministry in consultation with other Ministers by the third month, would be initiating the reform of local governments in India.
 
The unregulated growth of ill-equipped and ill-planned cities poses a serious threat to India’s progress. Smoggy urban areas resemble garbage dumps with running streams of sewage, racked by erratic electricity supply and polluted drinking water. Some Indians take pride in this ‘functional anarchy’ as a sign of our ‘freedom’ and resilience, but this is not the way of freedom. We must distinguish between freedom, which is always coupled with accountability, and anarchy, which has no such requirement. 
Today, super-sized municipalities like the Municipal Corporation of Delhi
 or the Calcutta Municipal Corporation manage, or rather mis-manage, our urban areas, and are at best very remotely accountable to citizens. Urbanisation is going to get much worse unless action is taken urgently. Local governments that are professionally run and efficiently supervised by citizens have to be immediately put into place; governments where local citizens regularly get to input into the decisions, and are able to veto decisions made about their local environment. 
As local government is within the purview of state governments, the states would be provided significant financial incentives over two years to create Councils [Parishads] of a manageable size on the pattern of advanced free countries like Australia or USA. Thereafter all ‘imperial’ districts and municipalities will be disbanded. The ‘imperial’ Collectorates will be dismantled by the end of month 30, and land revenue staff transferred to the fully elected local Councils. The concepts of division and subdivision will also be scrapped, with administrative control of local areas being given to elected Parishads, which will be empowered to raise land taxes and rates.
Each Council would be able to choose its local revenue sources and compete for wealthier residents through its independently determined set of incentives such as better parks or infrastructure. Land planning will be managed directly by Councils with the help of professional land planners, environmental scientists and landscaping specialists, who will be fully accountable to their elected local Councils though contractually appointed CEOs. World-standard zoning and other international standards would apply to all activities conducted by Councils, to be specifically provided for in the relevant legislation.
There will remain, for purposes of record-keeping of land use (only), a regulatory role for state governments over local governments.  States could also levy a tax on land over and above the Council’s land taxes. 
The ratio of elected local representatives to citizens would be in line with international standards (eg. Delhi will get about 300 elected Councillors (including Mayors) in about 60 Councils, each with its specified responsibility for providing civic amenities). While many state inspectorates will be dismantled as part of Phase 2 reform, some of them, such as food inspectors, will be transferred to the Councils.
Given the very significant shift in the way governance provided through highly empowered local governments, the local government legislation will be fully reviewed after five years. 

3. Increasing transparency 

The Official Secrets Act of 1923 was designed for an imperial, secretive, suspicious, foreign government, often hated by Indians. It was certainly not designed for democratic, free India. It talks about not disclosing “secret” official information which is “likely to assist, directly or indirectly, an enemy or which relates to a matter the disclosure of which is likely to affect the sovereignty and integrity of India, the security of the State or friendly relations with foreign States”. However, it is cited far too often, even in situations where none of these provisions apply.

I believe that since independence, socialist governments have used this law to protect their corruption and misdeeds, but my government will not need this support. I know for a fact that there is amazingly little information in most departments of government that is ‘potent’ enough to affect the sovereignty or integrity of India even by the remotest stretch of imagination. India’s defence and security has been compromised infinitely more by politicisation and rampant corruption, including in our armed forces, than by problems of transparency in our records. In fact, greater transparency will further reduce incentives for corruption, and thus directly increase our security. 
In summary, almost all information handled by the Government will be made accessible to citizens through the internet. The Official Secrets Act will be abolished but some of its provisions will be integrated with the Penal Code, to deter public servants in the very rare instances where the country’s security can actually be compromised by them.
Once the new Constitution has been adopted, the provisions for the Comptroller and Auditor-General Act will also be changed. The office of the Comptroller and Auditor-General will be made more oppositional than it is. "That which opposes produces a benefit" (Heraclitus, 500 BC). Transparency needs someone to have an incentive to demand it. Who has the greater incentive to poke around into the affairs of a government than the Opposition? The full value to citizens of having a Parliament elected directly by the people is not being extracted through the current system. 
Therefore, one of the first legislations to amend the Acts arising from the translation of our existing Constitution in Phase 2 would be to hand over this position to an MP elected by the Opposition. This parliamentarian elected by opposition MPs would not only be able to appoint senior executives to this office but also be completely free to commission enquiries on any subject that he or she wishes to, and a rather liberal budget will be provided to this person. This strongly oppositional, and therefore more valuable verification of the implementation of my government’s policies, would lead to much greater transparency than India has ever experienced before.

Further, by month 48, in order to further increase the levels of public supervision of the government machinery, each public sector organisation including departments will establish Local Boards in each regional and local centre where their offices are physically located (details in Appendix 6).

4. Strengthening the delivery of core functions

All governments need to ensure the highest quality delivery of outputs in at least these four core areas: defence, justice, police and education. These functions must be done outstandingly well; and where need be, to the detriment of all other government functions.
· Justice: Justice is perhaps the single most important core function of a government after defence,
 and one which India, as usual, performs very poorly. A society that constantly disregards the tenets of freedom cannot perhaps expect better. 
To begin with, processes (eg. through an Amendment to the Constitution if necessary, or through negotiation with the Supreme Court) will be set in place for appointing as many judges to the Supreme Court as needed, on three-year contracts, to dispose judicial backlogs. Grants will also be made out to states to enable them to initiate similar increases in the High Courts and lower courts. Grants would include provision for significant expansion and upgradation of the court infrastructure. Further, the salaries of judges would be brought up to a level of around two third of what the best lawyers at that level of court, are able to command, as evidenced in income tax returns.

· Police: The third important core function of a government is providing internal security, and law and order. The changes being made to recruitment at the executive levels in the central government and in the administrative system will also directly apply to the central government’s police forces. Further, very significant (market-based) increases in salaries, and funds for infrastructure reform, will be provided for the police forces, through targeted grants to states. The conditions imposed would include that senior officers in the police services be recruited through open competition including internationally wherever possible (there will be no requirement of citizenship, except for its internal security branch). A complete modernisation of our policing systems would be initiated, including very significant strengthening in capabilities, while terminating unskilled police who do not meet international competency standards. 
· School education: The fourth core function of government relates to the provision of equal opportunity for all. This primarily translates into funding school education for everyone to year 12. 
A recent Goldman Sachs report showed that 44.5% of China’s mammoth population has achieved 9 years of education. Further, almost all over the world, 10 years of schooling is considered to be the bare minimum to equip children to face the highly competitive modern world.  My government will guarantee educational support to anyone who wants to study up to year 12 or age 18, including equivalent vocational training (noting that this is not the same as compulsory education
). 
Today, about 16% of children in the age group 6 to 14 do not go to school in India, a number possibly in the tens of millions. Under this situation, getting every Indian to complete year 12 sounds almost like a dream. But it can be done if we get it done. Not if we want to do it ourselves, as a government. 

Using the criteria for the analysis of existing government activities, outlined in section 2.6 of this chapter, it is obvious that a government does not need to actually own and operate schools in order to educate everyone to year 12.  Indeed, while funding the education of children is crucial, equally more crucial is that government stay out of managing schools, not only given its well-known inefficiencies, but also given that governments invariably find it very hard to regulate themselves, and are very soft on their own failures. A government regulator is likely to apply a far more stringent standard to a private school than to a government school.
While what is outlined below will apply to central government schools, the states will be provided significant incentives to follow this model. 
So-called ‘free’ education
 to year 12 (or subsidised education, where a school charges amounts over what the government funds) will no longer be delivered through funding and managing schools, but through funding each child, individually.
 
The first step would be for government to get out of school ownership and management. This is how the entire package will work:
· Over the course of the first 30 months, all existing government schools would be privatised completely. Their land, buildings and equipment will be sold at market value through competitive bids in which consortiums of teachers and educationists working in these schools will be encouraged through a small preference in the terms of the tender. A few conditions would apply to the sale, for example, that the school’s land cannot be sold for 50 years,
 and that while other businesses can be established and operate from the school campus after school hours or to share its infrastructure,  only businesses that are approved both by parents and the local government Council will be allowed.
 Similarly, the other condition would be that no existing staff are disadvantaged for up to 5 years.
· It doesn’t matter whether these privatised schools are run for-profit or not-for-profit. Today, the lands and buildings of government schools are not being utilised in the most efficient manner. This privatisation will ensure much better resource utilisation. Further, by giving ownership in most cases (through educational consortiums) to teachers themselves, their commitment to the direct maintenance of buildings would be enormously strengthened. If at the end, of maintaining the schools and providing high quality educational services, schools consortiums can make a modest profit, this will only help, not hinder, the supply of more schools, and indeed, increase the competition and quality in this market.
· We know that in general parents prefer to send their children to private schools today because the standards of accountability in private schools are much higher. Parents know that they get full value for the extra money they invest in their children's education in private schools. 100% privatised schools will ensure that all schools become accountable.  In fact, only the most efficient providers of school services, that are fully accountable to parents for the quality of education provided, will survive in this competitive market; else they will be forced to sell off the school to other, more efficient and competent suppliers.

· The funds raised from the sale of schools will form part of a one-off increase in government revenues and will be used to fund other core services of government, as well as the significant changes to the top management of public services in Phase 1, outlined earlier. 
· There would be no limit to the number of schools that can be established. Subject to quality assurance requirements enunciated by an independent education regulator, anyone could set up a school anywhere, charge whatever fee they wished, and try to attract sufficient students to the school, and seek funding on a per-child basis. This would create an extensive, and very agile, competitive market for schooling.

· By month 31, each child in India up to age 18 would have been allotted a unique identification number, and a new number allotted to each child born subsequently. This number will be linked to an annually generated voucher of a value that will be linked to the income tax return of the child's parents. Depending on the information provided in the parents’ income tax returns, vouchers would differ in value, with children of very poor parents being entitled to a much higher value voucher.

· All parents would then be able to choose to send their children to any school they wish, and pay only amounts over and above what the government voucher will reimburse (the school) for that child. In most cases, particularly for children of poor parents, the parents would not pay anything. Richer parents will pay an additional top-up, on the same principle as a progressive tax, also given that they are likely to send their children to the most expensive schools.
· Given that some corrupt schools and parents will attempt to rip off the government by lodging the identification numbers for children who have died or dropped out for some reason, or transferred to another school, the management of the voucher system would be outsourced to a range of service providers under very strict conditions of well-designed and tested accountability. An independent education regulator would then monitor the quality of these contractors and the integrity of the voucher system. 

· To prevent the possible financial collapse of some schools through mismanagement or other such risks, schools would be required to purchase compulsory bankruptcy, fire, workers compensation, and public liability insurance from reputed private sector insurance companies, reinsured initially by the education regulator, until the rates of school collapse are better assessed, and premiums reviewed accordingly. When buyers of schools in Phase 1 turn out to be bad managers, or worse, this insurance would prevent the schools from going belly up.

· Education departments and directorates, as well as inspectorates of schools, would be disbanded by the end of month 30, and the only responsibility of the social infrastructure department will be to manage the overall budget for school education and work closely with the education regulator.

· Higher education: While school education is critical for providing equal opportunity and a level playing field for each individual to achieve his or her highest potential, public funding beyond that is inappropriate. The university is usually an excellent ‘fishing net’ for trapping the society’s ‘cream’, people much more talented and gifted than the average person. Those who successfully complete tertiary education earn, on average, significantly more than those who were not academically talented enough to enter universities. This means that the benefits of educating these talented people are captured almost entirely by them (in exchange for services they provide to society when they join the workforce). Given that these people will also, on average, live longer and healthier lives than the less talented members of their cohort, there is no reason whatsoever to subsidise them.  
And yet we must be mindful that not all of them can afford the enormous costs of university education. However, that defect is very easily overcome, at only a moderate cost to the public exchequer.
Any Indian citizen (not overseas citizen of India), irrespective of caste or religion, who gains admission into an approved university course will be eligible for a loan from government to cover all fees and reasonable living costs, at the Reserve Bank rate of interest, to be repaid through the tax system after the student starts earning above a particular level.
 This loan will be much cheaper than any comparable private bank loan, and will be repayable only after the student starts earning enough. This amounts to a significant subsidy for higher education students, particularly the administration costs, and the risk of non-payment. This funding is more than enough to encourage higher education in any society.
Further, just as in the case of schools, there is no reason whatsoever for a government to be managing tertiary education. Therefore, all government managed technical colleges and institutes will be privatised on the same pattern as schools.  For universities, similar provisions will apply except that, after making a small amendment to the Corporations Act (that universities under the Act would be unable to sell their lands for 999 years), existing universities would be converted into for-profit corporate bodies with the sole business objective of providing tertiary education, with their shares listed on the stock market. Universities would function like private corporations and set any salary structure they consider appropriate to attract the best academic professionals and students. They would also independently set the quality of service that they wish to provide, the mix of subjects and activities they offer to students, and any other matter that universities generally look after.
Consequently, from the 31st month, the government will issue debt instruments to the market against the total amount of student loans expected to be issued each year, and will incur revenue expenditure equal to the difference of interest repayments between its debt instrument and the Bank rate used to finance student loans.  Significant current revenues will thus be released for allocating to more productive uses. Universities will become much better funded than before as they will be able to charge full fees and pass on all their costs to students, or subsidise some of these costs to students through private donations from alumni or partnerships with the private sector. The government will issue loans to students for any amount that higher education institutions charge; therefore the quality of university education and infrastructure will receive a desperately needed boost.
The reason why universities will not hike their fees to astronomical levels is because of their desperate need to attract high quality students willing to take loans, in a very competitive tertiary education market. Students will always look for good quality and cheap education, forcing the prices down to competitive levels, and only that much higher education will be provided as the market (students, anticipating their ability to repay loans through future earnings) believes is needed.
There is an argument in some circles that such privatisation will affect the supply of courses in general arts and philosophy. This argument is without basis as modern private sector corporations recognize the great value of a liberal education in broadening the perspective and horizon of managers. In fact, it appears to me that more arts graduates now prosper in modern businesses than technical graduates, Because innovation does not depend upon technical skills,  necessarily. Therefore there is no basis for a subsidy for particular academic courses.
5. Environmental sustainability

A large population size is usually the consequence of low levels of freedom in that country. In other words, Nehruvian socialism in India has directly contributed to our large population. The pathway from low levels of freedom (and its consequent bad economic policy) to the demand for children is shown in the Box below. 

	Box

Freedom and population growth

Without going into the many debates that this subject has raised over the 200 years since Malthus’ theory, I’m summarising here the mortality and economic arguments that have been found, empirically, able to explain a very significant part of the number of children demanded by parents (‘wanted’ by parents, in plain English), and thus population growth.

Parents are aware in the back of their minds that not all the children they have will survive due to infant and child mortality. They look around them and form an estimate of how many of their children, born today, are likely to survive. In poor countries (often driven by bad economic policy such as socialism) high infant mortality usually prevails. Therefore parents rationally choose to have five to seven children, on average, with the hope that about two to three of them will at least survive into their old age. This, then, is the first pathway from freedom to high population growth, particularly when the parent’s estimates are wrong, and more children survive than estimated. 
But second, parents also project the economic condition of their society into the future, and estimate what their surviving children will earn in that society when they (the parents) become old. 

Parents in countries without old-age pension or welfare systems,
 as in the case of India, need to take into account, either implicitly or explicitly, two economic returns from their children: one, as labour to help them when their children are young, and two, as 'insurance' in the event of parents needing to be looked after in old age. This insurance comprises of a financial return when needed, and ‘old age care’ when needed as in sickness. 

Parents therefore choose between one of these two options: (1) have few but well-educated children, or (2) have a larger number of children but not educate them, and instead use them as labour when young.

To determine which option is best for them, parents estimate the returns that children can provide in the future, and compare these with the costs of educating the children, including the opportunity costs
 of income forgone by parents from the labour of children. That parents do decide ‘broadly’ on this basis is seen to be statistically valid in aggregates, even though no parent does a conscious calculation of this sort.

They choose option (1), namely to educate their children today and therefore lose the current income that children can generate by working, if, through educating their children now, the future income of these children becomes significantly larger than without education. 
Now, in socialist India, at least till the late 1980s, future incomes were very weakly impacted by ‘ordinary’ educational effort, say school education in a village, and often more affected by nepotism. Jobs requiring education were very scarce anyway.  Many Master of Arts degree holders also reputedly did not get jobs beyond that of junior office clerks. That sent the message to people down the line that education was essentially a waste, as far as they were concerned. 
Therefore parents choose to avoid educating their children, and chose option (2), ie. a larger number of uneducated children, to be used as workers in agricultural fields. 
However, parents began to see, with liberalisation and its greater job opportunities for skilled people, that in the future the education of their children will make a genuine difference, and therefore switched to option (1). 
Policies compatible with freedom therefore lead to (a) an increased demand for education, and a consequent (b) reduction in demand for children. 
The final ‘balance’ in a free society will be for parents to have one to two very highly educated children per family, which will also be eminently sustainable for the planet. 


As we can see had India not followed socialism, its population would have been much smaller and wealthier now. That would have also meant leaving a much smaller footprint on the environment. 

However, now that we have a 'backlog' of a large but illiterate population, we have to prepare for a significant increase in pressures on the environment, particularly after the economy has been opened up, as it should be. With even a slight increase in income, as has been happening for a while now, energy and transportation usage rises, and the consumption of manufacturers, that are often based on chemicals.

Had governance structures of freedom been in place, much of this could have been managed, as accountability was placed squarely on the polluting parties.  However, under the current governance scenario, the costs of pollution are being largely passed on to the society without any remedy to the society. There is another factor at play, namely, that a society begins to pay attention to pollution only once it becomes reasonably rich. After incomes become sufficiently high, funds are then available for research and technological improvement which then reduces pollution. 
Today, we can generally expect the environment to get much worse for the next 30-40 years before it gets better in India, as India does not have the resources to clean up its rivers, lakes, and to rehabilitate its forests. 
But freedom is not license to pollute the environment. Passing on costs to the rest of the society is not acceptable, and these costs must be recovered from the polluters.  To the extent that the polluters can be easily identified, these costs need to be recovered from them directly. To the extent that polluters cannot be directly identified, taxes may have to be imposed on the activity that closest approximates the activity of the polluters. Carbon tax on electricity production by coal is an example of a tax imposed on producers who can be identified. A range of economics based solutions are also available to reduce pollution.
Being conscious of the need to reduce the problematic environmental impacts of population that will consume more products over the coming decades than ever before, my government will act swiftly, as follows.  

· Rapidly phase in, through regulation, of the world’s highest standards in the use of non-polluting technology wherever it is available. 
· A range of other policies that do not call for direct government expenditures, but transfers of funds between the polluters and the community that is affected by the pollution, would be put in place. Developed countries, that have been primary polluters so far in terms of carbon emisions, will be asked to fund some of this subsidy.
As an example, funds will be collected through carbon taxes from electric and petrol companies and paid as subsidy to companies that commence massive afforestation in India, based on the actual growth of these forests, as confirmed through satellite imagery. 

This subsidy will also be provided to private sector investors to encourage them to build nuclear power stations while meeting the world’s highest standards of safety and security, under government (and international) regulation. 
A portion of these taxes will also be provided to industry and universities based on demonstrable results, to increase research in, and application of, non-polluting methods.
6. Eliminating subsidies and poverty

My preliminary estimates, a few years ago, showed me that the cost of existing subsidies in the name of the poor in India is broadly equal to what is needed to directly pay the poor and lift them out of poverty.
 
But even if the expenditure on elimination of poverty is found on detailed analysis not to be precisely cost neutral, it is something that must and will be done, as the mind-numbing poverty experienced by millions of our citizens has to be abolished if we want to provide everyone with an equal opportunity to live life the way it should be led, and not reduce their human existence and potential through malnutrition and illiteracy.

As indicated in chapter 3, in discussing a negative income tax (NIT), a direct mechanism to transfer funds (using electronic technology) to the millions of poor people in India will be established, based on annual income tax returns filed by each family. The world’s largest IT companies will be invited to propose methodologies and systems to implement the mechanics of this system. About half a dozen pilots will be rolled out by the end of Year 1 and the most effective (not cheapest) method will be selected for national implementation. 
NIT payments will be fully operational in the 4th year across the entire country, and once successfully implemented, all subsidies and the entire public distribution system would be simultaneously phased out.  

Over the subsequent years the rapid growth of the market economy and improvements in education and infrastructure (including public health) would make this policy largely redundant as most people will no longer be poor. However, there will always remain some people who are unable to cope with the demands of the market. For such people the NIT will continue.

7. Enhancing innovation

The fundamental driver of innovation in any society is the unhindered flow of technology and knowledge. A concept of ‘appropriate’ technology has haunted India’s socialist and collectivist corridors for too long now. By this is largely meant the deliberate and planned, dumbing down of technology to provide a small productivity gain while using primitive methods of work; essentially stone age tools, rather than promoting innovation through the free flow of the world's best technology.
 A typical example is the use of hand-made roads in India that take hundreds of labourers months to make, and then crumble with the slightest downpour.
I would suggest that there is no reason why the market cannot decide what is appropriate for its needs, and why anyone should plan for this. For instance, Microsoft or Intel did not require a government subsidy for their innovations, which were found to be quite appropriate by the market. Appendix 7 discusses this issue in further detail, and reminds us that technology is nothing but the distillate of the most creative human minds yet born on this planet. By not always using the best (or optimal, in the case of private consumer decisions) technology at every step, we go backwards in time, and reduce our potential. This is of particular importance in infrastructure and similar governance services, which need to be first rate or not done at all, but also in the core functions of government.
Professor Ludwig Von Mises wrote of India’s urge to use primitive technology, as follows (underlining mine): 
“American wages are higher than wages in other countries because the capital invested per head of the worker is greater and the plants are thereby in the position to use the most efficient tools and machines. What is called the American way of life is the result of the fact that the United States has put fewer obstacles in the way of saving and capital accumulation than other nations... The economic backwardness of such countries as India consists precisely in the fact that their policies hinder both the accumulation of domestic capital and the investment of foreign capital. As the capital required is lacking, the Indian enterprises are prevented from employing sufficient quantities of modern equipment, are therefore producing much less per man-hour, and can only afford to pay wage rates which, compared with American wage rates, appear as shockingly low.”

In order to ensure that India is able to get access to the world’s best technology in everything it needs, the socialist man-made barriers to our self-actualisation, including all restrictions on investments, barriers to trade, controls on the currency, and any limitation on the importation or use of technology, will be abolished on the first day of ‘my’ new government.
Openness is not only critical to wealth creation but for the rapid increase in our knowledge, both as a nation and as a human species. This openness, as a way of thinking, may also give us new insights and the opportunity to learn about ourselves, and become truly free as a people. Only by achieving that state of mind can we become the world's greatest country, ever.
Final comments
This, then, was a very high level outline of some ways to break free of Nehru, and to make India the world's greatest country, ever (sorry for the endless repetition; but that is the ultimate reason for this book, and one cannot repeat it enough). 
Once we find ways to implement the principles outlined here, we will be transported into infinitely open spaces of endless beauty that are found in Tagore’s “Heaven of Freedom” (Gitanjali 1912).
Where the mind is without fear and the head is held high 

Where knowledge is free
Where the world has not been broken up into fragments 

By narrow domestic walls

Where words come out from the depth of truth
Where tireless striving stretches its arms towards perfection
Where the clear stream of reason has not lost its way 

Into the dreary desert sand of dead habit

Where the mind is led forward by thee 

Into ever-widening thought and action
Into that heaven of freedom, my Father, let my country awake.
In the end, this Heaven is more of a personal vision, a state of mind, that each of us can aspire for, irrespective of whether the society one lives in chooses this vision. Despite much frustration and pain, I believe I have been able to experience many of the promises of this Heaven in my own life by following the principles of freedom diligently and overcoming many barriers to self-actualisation imposed by the society in which I was born and lived most of my life. 
Aspiring and working for freedom, and for the knowledge it brings, is something that each of us can choose as the central beacon of meaning in this life. The good thing is that India's history gives us many role models to guide us, outstanding people who chose this path of individual freedom, responsibility, and self realisation, including people like Tagore, Gandhi and Vivekananda. 
* * *

I am aware that I have offered solutions (that I believe are compatible with freedom) that not everyone will agree with. Those who strongly believe in reservations or the universal civil code, or are unable to imagine that Nehru could ever have been wrong, may not see value in many of my suggestions. There will be others who cannot see schools being run successfully by qualified teachers and people without the crutch of government bureaucracy. And so on.
I would therefore suggest that, following the democratic model nurtured so well by Nehru himself, let us have an open discussion on some of these dissenting views. For who knows, I may actually be wrong in many of my deductions.  The free man doesn't claim, can never claim, complete knowledge and understanding. My ignorance remains unfathomable. I look forward to hearing about gaps in my arguments, and remain open to persuasion through better argument or evidence.

In the meanwhile, it may be worthwhile to extract for possible use anything that is found to be of value from what I have offered here in good faith. I am happy to assist people in India, whether in the government or elsewhere, in clarifying the details of some of the things I had in mind, if that will be useful to anyone.
At the end of implementing these processes that will unleash our freedoms, our billion people will be fully enabled to use their minds freely and innovatively. I can then see, not very far away then, the Indian economy becoming at least three times larger than that of USA, and becoming the world's greatest country in many more ways than that. Now, wouldn’t that be something to write home about?
* * *

In the meanwhile, too, I plan to continue work in my spare time on detailed expositions on similar, or related ideas, in the coming years, and so it is possible that we will meet again. Au revoir!  
But even if we don’t, it might be worth the reader's pondering over, and acting upon wherever possible, how we the people who were fortunate enough to be reasonably well educated in India despite the obstacles to acquiring a high quality education, can become, or produce, “leaders of ability, vision, and moral character”
 to represent the citizens of free India in their governance.
Appendix 1. Freedom and accountability
Freedom becomes a concept worth discussing only when there is more than one thinking person in the universe. We are talking of human thinking, here. 
Animals are born free but due to their lower brains are unable to comprehend the options available at each step, and to choose, after a deliberate consideration of the future, a course of action that they believe is appropriate. Instinctive behaviour does not allow for a meaningful discourse on freedom. 
Unlike animals or children who are not deemed to be responsible for their actions as they engage only, or largely, in instinctive behaviour, adult human beings who are gifted with a thinking mind, must take full responsibility for their actions. We are unable to cite instinct as an excuse to assault someone we don’t like, for instance as a chimpanzee may assault another chimpanzee, in the wild. We control our actions through our intent. Psychiatrically unstable persons may not be able to shoulder such responsibility.
The challenge faced when there are two or more of us thinking, and hence responsible, people in the universe is to be able to do what each of us would like to, while also letting others to do what they would like to. This leads to a Nash equilibrium of freedom, where the equilibrium condition is justice, or accountability. 

The exercise of our thought-based freedom of choice and action therefore enjoins on us the obligation to carefully consider the consequences of our actions, both on ourselves and on others. 
Freedom demands that we think before we act, and think again. Thinking is the enabler of our freedom. We are required to constantly and quite consciously, ie. explicitly, balance the forces of physical energy in our interactions with others to make sure that no one else is made worse off through our free choice and actions.
 
Note that while I may choose to go out of the way to help others, I am not obliged to. The main thing is I can’t make someone else worse off, for that would diminish the life (including health, of wealth) of others. This is measured through accountability. 

Each of us is fully accountable and is called upon to rise and receive the just deserts of our actions, for better or for worse. When these deserts do not balance our actions, and outcomes are determined by a random allocation of reward to effort, we object to this diminution of justice. That the fastest runner should be declared a winner in a race, is our belief. Not a person selected by lots. That is our understanding of the forces of justice and freedom. 

Beyond this requirement that we think before we act, and remain accountable, attribution or the recognition of ownership of consequences is written all over freedom. Namely, the ‘who’ of accountability. Who is responsible, eg. who has won a race, or who owns a piece of land or a piece of bread. 

I call this package, the combination of free choice, accountability and attribution, briefly, the loop of accountability, and have used this phrase in a few places in the book. It is demonstrated through the diagram below, and through the Yin-Yan symbol earlier in the book.
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Accountability means keeping of detailed, precise accounts, with the word ‘accounts’ being used in its most general sense. Accounts of whether an action was called for and appropriate (ie. existence and level of responsibility), duly carried out (level of action), what were the consequences, and to whom do these consequences apply (attribution, and the precise debiting or crediting of outcomes). This is also known as justice.

Let us take a very simple case. I walk into a grocery shop and ask for a bread from the grocer. The grocer hands me a bread, and I pay the grocer. 

The entire loop of accountability has ‘closed’ for both parties. Being responsible for myself and my family’s survival, I have freely and of my own volition stepped into the shop that belongs to someone else, and chosen to perform two actions: (a) to ask for a bread, and (b) to receive the bread. Having done that, I am accountable or my actions and I am expected to perform a third action, namely, (c) to pay for the bread. I then act to pay for it. The ownership of the bread changes hands after my third action. Its use is now in my discretion. The bread as well as what I do with it is now attributed to me, even though the grocer did not write my name on the bread, nor did I register my ownership of the bread with the government. 

Freedom is therefore always accompanied by an expectation that we close the loop of accountability that is instantaneously generated through each of our interactions with others (even indirect interactions). 

Appendix 2. Polygamy

Freedom has a consistent message of accountability, what varies are the common understandings of what is acceptable at a particular point in a society’s development. 
I believe that it is distasteful, today, to human sensibilities, and oppositional to equality of opportunity that a person should have more than one spouse at a single point in time. Our regard for women (who were rather looked down upon the past, and not provided the equality of opportunity) leads us now to withdraw our support for arrangements of this sort, just as we withdrew support to other primitive tribal practices like slavery. 

Therefore, a Prohibitions Act could reasonably prohibit bigamy (and by implication polygamy), just as it would things like sati or child marriage. Such a prohibition is in favour of the life and freedom of women who are likely to have good reasons to be apprehensive about their fate in a polygamous marriage. 
However, I am aware that Muslims brothers in India may see this as an ‘external’ imposition on their religion. 
Therefore, my inclination is towards letting them arrive at their own understanding of this issue in the light of the evolution of Islamic thought itself, which is constantly evolving. 
· We know that Tunisia, a Muslim republic, has prohibited polygamy since 1956, and Turkey which is secular but almost entirely Muslim, has prohibited polygamy since 1926. 

· Millions of Muslims who live in Western countries have adjusted to western laws and do not participate in polygamy.  In the USA, England, Australia, and Canada Muslims can face criminal prosecution if they contract a polygamous marriage. In other Western countries such as France, Germany and Japan such marriages are deemed null and void. 
· In addition, “There is a growing tendency towards monogamy in Muslim countries and this is the ultimate goal that various women’s organizations are encouraging” (Sudargo Gautama (1991). Essays in Indonesian Law. Bandung. p.158). 

· The Sisters In Islam group of Malaysia issued a press release in 2003 entitled “Campaign for Monogamy”. 
Muslims in India could listen to their sisters and consider their views. Either way, a democratic discussion on this issue is very important. A very broad consensus is needed. 
If, after discussion and debate, Muslim brothers do not agree as a society to enforce such a prohibition, then the situation should revert to the point in time when every male in India could potentially have more than one wife. It is not sensible to have a prohibition on some citizens and not on others.
 Either 51% of the Muslims voluntarily agree to the abolition of polygamy or all citizens in India are given this 'right'. When a society is fully prepared, a suitable prohibition can be put in place; it cannot be done on a piecemeal basis. Whether this means that an entire society will go 'backward' is a matter for social reformers to fix, not for governments. The whole thing started with the inappropriate Hindu Acts that were not the business of a government to enact in the first place. 

This may be a potentially 'regressive' solution. But we are concerned here with principles of freedom and justice, and demarcating what a government can and cannot. Not with social reform, which must remain with social reformers.

Appendix 3. Salary and allowance of MPs
The latest statement showing the salary, allowance and other facilities admissible to Members of Parliament is available at http://mpa.nic.in/append17.htm.
 I have clustered this information into three types of benefits, with only the first of these being actually available to an MP to ‘take home’, the others being compensation for the expenses specific to the MPs job.
‘Take home’ component 
· Salary Rs. 12,000

Set offs against job related actual expenditures and travel
· Daily allowances Rs. 500 per day (meant to cover actual costs of meals and accommodation on travel, if I understand it correctly)

· Constituency allowance: Rs. 10,000 per month (meant for discretionary spending for work within the constituency but often spent on the endless stream of visitors from the MP’s constituency and state)

· Secretarial allowance: Rs. 10,000 per month (paid directly to the secretary; not received by MP)

· Stationery allowance and letters: Rs.4,000 per month (possibly a bit much!)
· 32 free air journeys per year (rest out of the pocket; many clearly travel much more than this)

· 100,000 free telephone calls per year (rest out of pocket; many MPs possibly spend more – after all they need to continuously be talking to the citizens they represent)

· 1st AC coach, free to anywhere in nation any number of times (that is a bit rich, again, and quite needless, given the air tickets!)

· In addition, an MP gets a house in Delhi with practically free furniture, water and electricity, but we must remember that an MP has to maintain two establishments, one his/ her normal home and one in Delhi.  
Discretionary quotas: 
An MP is (or was) also allowed to issue gas and telephones to people. These things are probably less relevant in the liberalised environment than they were before. The quota for gas connections was raised from 100 to 160 and the phone connections from 25 to 50 (I suspect my data is not a bit outdated).

Implications
If the on-the-job expenses were used appropriately, as an MP should, 95% of the ‘extras’ could not quite add to the take-home salary of the MP. In truth, it is perhaps only through the misuse of some of these expenses that MPs can add some extra cash to their take-home salary. An honest MP, though, probably gets to take only a little above Rs.12,000, which is what I have used in the calculations.
Appendix 4. Analysis of declared election expenses  of a parliamentary election

The table below is fairly self-explanatory; it is related to section1.2 in chapter 5. 
	Name of Candidate
	Party
	Funds from Party
	Funds from other organization/s
	Funds from other individual
	Funds from candidate
	Total expenses
	My findings

	S.S.Cajee
	People’s Democratic Movement
	3.0
	2.0
	1.0
	3.35
	9.35
	Part III, IV (I) not filled properly 

	S.D.Khongwir
	United Democratic Party
	0
	0
	1.38
	4.58
	5.96
	Part IV(IV) filled improperly

	P.R.Kyndiah
	Indian National Congress
	1.0
	-
	0.51
	3.03
	4.54
	-

	H.S.Lyngdoh
	Hill State People’s Democratic Party
	N.A.
	N.A.
	N.A.
	N.A.
	N.A.
	Part III, IV and V improper and unacceptable

	K.S.Lyngdoh
	Ajeya Bharat Party
	0.34
	-
	-
	0.12
	0.46
	Part IV (I) not properly filled out

	T.H.Rangad
	Bharatiya Janata Party
	6.05
	0
	0.77
	0
	6.82
	Part III nor filled out

	D.Saioo
	Independent
	-
	-
	-
	-
	
	Returns not filed by 7/11/99 as required in S.78 of R.O.P. Act,1951

	D.Dympep
	Independent
	-
	-
	-
	-
	
	

	A.Lanong
	Independent
	-
	-
	-
	-
	
	


Appendix 5. Illustrative databases available to public servants in Australia

These electronic databases are merely illustrative. Departments and organisations in Australia (as I am sure elsewhere in the developed world) subscribe to whatever is most appropriate for them.
	Austlii
	Australian legislation

	Australian Public Affairs
	Contains Australian journals and information online. It provides access to thousands of full text articles from 300+ journals across arts and entertainment, education and research, health (medicine), history and heritage, law, crime and justice, social sciences and community issues.

	Ebsco host research databases
	Academic Search Premier is the world’s largest academic multi-disciplinary database providing full text of nearly 4650 serials Business Source Premier is the industry’s most used database with over 8800 serials full text.

	Emerald
	Emerald is a UK-based journal publisher. The database consists of more the 100 journals in full-text format. 

	Gartner
	Research and analysis on the global information technology industry.

	Info trac onefile
	Contains nearly 3,000 full-text titles, five newspaper indexes, a total of more than 6,000 titles in all with 20 years of back file coverage from 1980 to present.

	Source OECD online
	Direct desktop access to OECD online books, periodicals and databases. Contains 1,500 books from 1998 onwards in 20 themes 19 periodicals in full text including OECD Economics 32 interactive statistical databases including National Accounts.

	Standards Australia 
	Including many local versions of international standards.


In particular, I find the JSTOR database (academic journals available to researchers in universities) to be particularly useful. It enables me to conduct research sitting at my desk even at home, and not have to go libraries to look for important journal articles.

Appendix 6. Local Boards

Due, in part, to poor supervision, our laws are violated today with impunity on a daily basis. 
Now, the implementation and supervision of our laws and is usually vested with Ministers and senior public sector managers. In addition, our political representatives constitute various committees in the Parliament and state legislatures to review the enforcement of laws.

However, it is quite impractical for our elected representatives to fully supervise the operation of government organisations. Even after implementing the much better incentives for the bureaucracy, as discussed in chapter 7, the great divide between what is planned by political representatives and what happens on the ground will not completely eliminated. 

A key problem is that our democratic representation is very thin. 
At the national level, one person out of every twenty lakh people represents us. At the state level, this is a little better, around one in about two lakhs.  Compared with this, in Australia, each member of the Parliament represents only about 1.4 lakh persons. In addition, there is much deeper representation in the State assemblies. Finally, Australians are represented in large numbers in the third tier of government, the local Councils.

As I don’t think it is practicable or necessary to increase the number of representatives in India’s legislative bodies, the solution must lie elsewhere. To overcome the sheer impracticality of supervising our enormously large government machinery in this extremely populous country, I am suggesting the creation of ‘local boards’ that would essentially be a small group of interested citizens attached to each government office. 

Once the contentious process of framing laws is resolved democratically, each citizen should be able to take back some of the power delegated to our elected representatives and personally verify that the laws and rules framed by these representatives are being complied with. 

Each such local board would comprise of say, three persons, whose names will be publicly drawn by lots from among applicants who fulfil two requirements, namely, that they are eligible voters of the city or village in which the office is located, and are willing to perform their duties diligently while being mindful that some documents cannot be shown to them due to the need to maintain the privacy of other citizens, or in rare cases, national security. 
The sole function of these local boards would be to supervise the procedural aspects of the functioning of the governmental organisation to which they are assigned. They would be authorised to inspect records with due advance notice, verify errors of omission and commission in procedure and report these to the concerned elected representatives and to the people directly through the press, again, subject to their being accountable for maintaining individual privacy and being liable for prosecution for making false statements. Board members would, in addition, be invited to all statutory and significant procedural meetings of the organisations, where they would act as observers, such as at the time of opening of sealed tenders.
I believe local boards can ensure that the fundamental control of our country’s governance remains with its citizens at all times. In particular, this will be a good use of the time of many of our elders who have retired from work after gaining numerous insights and experience, and who may be willing to participate in exercising formal vigilance over the government machinery on our behalf.
Appendix 7. Mixing equity with freedom: Appropriate technology

This note illustrates the pitfalls of mixing considerations of ‘equity’ with any thing other than the direct elimination of poverty. 
Appropriate technology is usually one of these two:

1. high technology that is deliberately dumbed down to make it labour-intensive; or 

2. technology that upgrades tools used by farmers or manual workers, being a form of innovation.  

I am concerned about the first of these, that deliberately dumbs down technology on the pretext of giving more people employment. The second one is a form of innovation, and so long as no public money is spent on promoting it, there is nothing to comment upon. 
Technology, by definition, is labour-saving. By enabling us to do many more things in the time available to us on this planet, technology − embodied in the latest discoveries and inventions, latest machines and software, the latest management tools − multiplies our labour, improves the quality of our life, or increases our life span by helping us fight disease. Its economic effect is seen through lower costs, such as in the case of USA where it costs 20 times less in real terms to produce a bushel of wheat today than it cost 150 years ago. Ayn Rand very aptly called machine “the frozen form of intelligence” (Atlas Shrugged, Part 3, Chapter 7). 

This may not mean that the use of the latest technology is optimal for each situation. Factors such as cost and personal convenience (benefits) come into the picture.

In the case of private goods, we can say that the most labour-saving technology chosen by self-interested individuals facing a budget constraint can be defined as optimal, and hence appropriate. If technology of all vintages is freely available, then all individual decisions made in the marketplace of technology are optimal and thus appropriate, making the term appropriate technology tautological, merely representing free choice. It then does not possess meaningful content for a policy maker, leaving no scope to interfere with the forces of the market.

But for public goods, such as roads, the choice of appropriate technology may not be self-evident. For instance if an Indian bureaucrat has to choose between hand-made roads (labour-intensive) and machine-made roads, which should he choose? What does it mean for a bureaucrat to be ‘free to choose’? As in the case of private goods, factors such as costs and benefits will enter the picture.
In this instance, a simple cost-benefit analysis would show that a road built with high-quality machines would be built quicker, be of a higher quality and more durable (needing less repairs). Its higher quality would also permit the use of larger trucks of higher quality, and enable traffic to move faster, thus increasing societal gains. Higher quality roads would, if truly well-built, also prevent loss of lives by cutting down accident rates. The benefits from initial investment would almost in all cases be recovered fairly quickly through the direct and indirect benefits of the better road. 

Over and above the plan calculus of cost, factors such as human dignity and safety of the workers building the roads need to be taken into account. Using manual labour for tasks such as collection of garbage in cities, cleaning public drains, breaking large stones into gravel and carrying bricks up bamboo scaffolds, is inherently very unsafe. Since labour is cheap in India, the life of our ‘casual’ workers hired newly each day by contractors, is seen as being cheap, and little is heard of their injury, disease, and consequent lay-offs in government sponsored projects, except when a major accidents takes place and tens of them are crushed to death here or there. 

This consideration too points to the use of better technology to the hand-made option.

But despite the obvious benefits to efficiency and safety, there is always political pressure on the bureaucrat in a socialist economy (which has no other options for its armies of unemployed people) to provide jobs through building hand-made roads. 

At this stage, a policy maker would need to split the problem into two: the problem of transportation and the problem of poverty.  
For the first of these, factors such as cost benefit, human dignity, safety and standardisation of quality should be considered. For the second, the solutions are different (in particular, the negative income tax, discussed elsewhere). 
The problem arises when these two objectives are mixed up, and hand-made roads chosen. By doing that, our transportation capability and economic growth are compromised, not achieving either of these objectives.
So the solution is to separate the two issues. A society must produce the most it can through the application of optimal technology in each case, and then redistribute whatever it wishes to. Preventing the production of a country’s maximum output delays the elimination of poverty, apart from its ongoing cost in terms of the life and limb of citizens injured through outdated technology and poor safety practices.

As a very important spin-off, machines demand and indeed compel, the development of indigenous skills, both to handle them properly and to possibly build cheaper alternatives. In fact, vocational education of any sort can only become meaningful if government, usually a major customer for infrastructure projects, insists that its contractors always employ technicians empowered with the best tools. If all we want is hand-made roads, why do we need to train our children in technological skills at all? 

Finally, paradoxical though it may appear, societies that set incentives for the early absorption of the best technology generally enjoy lower rates of unemployment, as the technology forces an entire society to become intellectually competitive. Competitive societies then overwhelm other countries with their exports and ability to lower costs internally. Japan did not become a great competitor to the West on the foundation of khadi and pot-holed roads.

Only the world’s best technology is appropriate for us. We must put an end to the annual sacrifice of thousands of poor citizens at the alter of our Temples of Low Standards. 
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� See full oration in Raghbendra Jha (Editor) (2006). The First Ten K R Narayanan Orations: Essays by Eminent Persons on the Rapidly Transforming Indian Economy


� In paragraph 10.13. See http://indiabudget.nic.in/es2005-06/esmain.htm


� I would have preferred that India had not been niggardly with its citizenship and had the boldness to permit 'full citizenship' to its children driven overseas by Nehru’s policies. There is no logical contradiction in my wanting India and (now) Australia (since late 2005) to both be the world's greatest countries. Indeed, if the whole world itself were to one day become the greatest possible world, ever, wouldn’t the purpose of freedom have been fully served?


� Though there were periods in British India such as in 1913-1928 when “Indian industrial growth was above world average” (in Deepak Lal (1988). The Hindu Equilibrium, Volume 1: Cultural Stability and Economic Stagnation. Oxford).


� There is an argument that a critical break in growth rates occurred in the 1980s and not in 1991. See Dani Rodrik and Arvind Subramanian (2004). “From “Hindu Growth” to Productivity Surge: The Mystery of the Indian Growth Transition”. IMF Working Paper. However, its basis has been questioned by T.N.Srinivasan in his 2004 comments on the Rodrik paper (also available at the IMF web site). I personally consider the policy changes of the 1980s and 1990s as window dressing in comparison to the spring clean or total reform that is needed, and so don’t much care to classify either of them as a reform. I would like to see an explicit focus on the principles of freedom to underpin policy change. Such a focus on freedom would deal with a number of related governance matters, not mere economic policy, and would lead India to its true growth potential, which is much higher at this stage of its development than what is being achived.


� Socialist politicians bankrupted India in 1991, brought us down to our knees, and forced us to send our gold reserves to the Bank of England as collateral for an emergency loan from IMF of $5 billion. 


� In “Understanding India’s Reform Trajectory: Past Trends and Future Challenges”. India Review. October 2004. p. 269.


� Obviously, some may, with reasonable cause, dispute this assessment.  I have formed this judgement largely in comparison with what happened elsewhere in the world in those ancient times.  It does appear to me that India was in that period a far more civilised society in comparison with many western ones, despite all its weaknesses.


� Harish Khare (1973). “Restructuring of Values: Princes in 1971 Elections” in Comparative Studies in Society and History, Vol. 15 (4). 405-415. 


� By 1835, Indians were paying serious money to be taught English, as it gave them job openings in the Company. As T. B. Macaulay noted in his famous Minute “the natives” had become “desirous to be taught English” and were no longer “desirous to be taught Sanscrit or Arabic”. Further, those who wished to, seemed to picked up English very well: "it is unusual to find, even in the literary circles of the Continent, any foreigner who can express himself in English with so much facility and correctness as we find in many Hindoos." (see the Minute at http://www.columbia.edu/itc/mealac/pritchett/00generallinks/macaulay/txt_minute_education_1835.html)


� The Essential Gandhi. Edited by Louis Fisher. Vintage Books. New York. 1962.


� In the chapter on “The Liberal Outlook” in Jawaharlal Nehru - an autobiography. 1936. Allied Publishers. 1962 edition.


� ibid. p.361.


� E. Malcolm Hause (1961). “India under the impact of Western political ideas and institutions” in The Western Political Quarterly, Vol.14 (4). p. 883.


� The evidence for this is that political efforts in India to promote freedom, and thus capitalism, have rarely been supported by big business. JRD Tata was probably one of the very few business supporters of Swatantra Party, but he also contributing heavily to Nehru's Congress. Recent political efforts of Sharad  Joshi and his liberal Swatantra Bharat Party have failed to find any support whatsoever from big business.


� In a book entitled, Soviet Russia: Some Random Sketches and Impressions (1929), written after a visit to Stalin’s Russia, Nehru showed how he was enchanted by Russia. Nehru wrote, “no one can deny the fascination of this strange Eurasian country of the hammer and sickle, where workers and peasants sit on the thrones of the mighty and upset the best-laid schemes of mice and men.”, and  “Nothing is perhaps more confusing to the student of Russia than the conflicting reports that come of the treatment of prisoners… We are told of the Red Terror and ghastly and horrible details are provided for our consumption ... Our own visit to the chief prison in Moscow created a most favourable impression on our minds.” 


� Cited in Welles Hangen (1963). After Nehru, Who? London: Rupert Hart-Davis. p.216.


� On 15 August 1947 our stormy petrel Sarojini Naidu declared that “The battle of freedom is over” (!!! - these three exclamation marks are, of course, mine). (cited in R.K. Prabhu,1965. An Anthology of modern Indian eloquence. Baratiya Vidya Bhavan. p.149).


� Even today, you can be an ex-Prime Minister but if you are no longer in power, beware the ‘humble’ Patwari! Also, it is sometimes sad to see MLAs and MPs from villages, particularly from minor parties and those in the opposition, approach the smartly dressed young Deputy Commissioners (DCs) like supplicants since a DC’s powers remain all-pervasive, particularly if the young man is friendly with the CM.


� Nehru was a very popular person, but also shrewd at politically damaging the only serious opposition that arose in his time, the Swatantra party. Some examples are cited in H.R.Pasricha. The Swatantra Party – Victory in Defeat. The Rajaji Foundation. 2002.


� And it did reach the ‘commanding heights’ by investing 2/3rd of the country’s organised funds into the public sector. By 1978 of all firms registered under the Companies Act, the paid-up capital of the public sector firms was 71% of the total and of the private sector only 29% (Source: Lloyd I. Rudolph and Susanne Hoeber Rudolph,1987. In Pursuit of Lakshmi. The University of Chicago Press. p.26). 


� Returns on investment were very significantly below that of the private sector. The ratio of after-tax profit to capital employed in non-oil public sector firms was only 0.7% in comparison to the private sector return of 4.6% (Source: ibid, p.24). Public funds were being dumped into the drain at an alarming rate! As Jagdish Bhagwati pointed out in his 1996 oration for the annual K. R. Narayanan lecture,“the ... policy adopted in the 1950s ... spawned inefficient public sector enterprises ... which ... crippled the efficiency of the private sector ... since the public sector enterprises supplied, or rather failed to adequately and efficiently supply, infrastructure inputs such as electricity and transportation over which they  were granted monopoly of production.”


� Nehru’s 14 point programme in 1953, Sanjay Gandhi’s 5 point programme in 1976, and Indira Gandhi’s 20 point programme in 1980.


�  These people were told that to serve the public is reward enough! Living on air and good intentions should do.


� While in the civil service I have seen this happen practically each time with new governments, and can recount at least a few true stories involving new ministers, indeed new chief ministers!


� One of the first Deputy Commissioners I came across in Jind, Haryana, when I was newly recruited as an Assistant Commissioner in 1983, told me he wanted to make me a ‘practical’ person (read: willing to allow corrupt politicians to get their way). 


� During my last few years as a government official, I was beginning to avoid entering any government office (except mine) unless absolutely necessary, partly because of the abominable filth everywhere, but more so because of the difficult process of physically negotiating the security maze into a colleague’s office.


� We only have to look at people like Ayn Rand from the USSR who were first generation migrants looking for freedom in the USA, to realise that despite all the distractions we have had in India, there is simply no good excuse for us to not have had great thinkers in the cause of freedom.


� The inverse relationship between expectations of economic growth and demand for children was explored and confirmed in my PhD research. A copy of my dissertation is available at: http://www.sabhlokcity.com/almaak/Dissertation/sabhlok-disstn-1999-web.pdf.


� In “Why Swatantra” - see http://sabhlokcity.com/writers/rajaji1.html


� p.207.


� I’ll attempt to show in a later chapter why Fundamental Rights must always remain paramount.


� For an account of its denouement, see H.R.Pasricha. The Swatantra Party – Victory in Defeat. The Rajaji Foundation. 2002. 


� He said, “Socialist goals remain valid. What we are trying to do is device and invent better means to achieve those goals.”


� Devesh Kapur (2004). “Ideas and Economic Reforms in India: The Role of International Migration and the Indian Diaspora”. India Review. Vol. 3 (4). p. 372.


� In an introduction to The Law (1850) by Frederic Bastiat. 1998. Liberty Institute. New Delhi.


� Note: It is worth noting that those who “stoutly hold that government must have a major role to play in health, education and social justice” are not liberals in the classical sense used by me throughout this book. My use follows the European, Lockean or what is called the classical tradition. The word liberalism used here by Sharad Joshi, and indeed often used in the Indian press too, is in its American, ‘welfare socialism’ sense.


� I’ve changed the order of these paragraphs from the original sequence.


� The idea behind a government closing the ‘loop of accountability’ is that justice will be guaranteed by a government in our lifetime. I have briefly explained what I mean by this concept in Appendix 1.


� In “The Concept of Liberalism and its Relevance for India” in Freedom and Dissent. 1985. Bombay: Democratic Research Service.


� See the annual Index of Economic Freedom at � HYPERLINK "http://www.heritage.org/research/features/index/countries.cfm" ��http://www.heritage.org/research/features/index/countries.cfm�. 


� The UN Commission on Human Rights report No. E/CN.4/2006/16/Add.2 dated 24 January 2006 on "Racism, Racial Discrimination, Xenophobia and all Forms of Discrimination" by Doudou Diène confirms that "there is racial discrimination and xenophobia in Japan, and that it affects three circles of discriminated groups: the national minorities - the Buraku people, the Ainu and the people of Okinawa; people and descendants of former Japanese colonies - Koreans and Chinese; foreigners and migrants from other Asian countries and from the rest of the world".


� Devesh Kapur (2004). “Ideas and Economic Reforms in India: The Role of International Migration and the Indian Diaspora”. India Review. Vol. 3(4). p. 367. 


� http://www.nriol.com/content/articles/article62.asp


� http://www.indiatoday.com.au/coming_to_oz.php


� I cite the park due to a small incident in December 2000 in Hong Kong. On a beautiful sunny day in Hong Kong, I was playing with my children in a park, got a bit tired, and lay down on a bench to rest.  Immediately a uniformed person came to me and asked me to sit up. You can’t lie down on a bench in Hong Kong! Despite being rated as one of the most honest and economically free societies in the world, it hasn’t, in my view, imbibed the philosophy and culture of freedom. 


� Adrian White, from the UK's University of Leicester, analysed the responses of 80,000 people from across the world and mapped out wellbeing in 2006. “People in countries with good healthcare, a higher GDP per capita, and access to education were much more likely to report being happy.” 


� See http://www.firb.gov.au/content/Publications/Buying_a_Home.pdf


� A few home-grown criminals with political agendas will probably remain unavoidable, eg. the Oklahoma bomber in USA.


� “India’s declining ranking” by N. Raghuram & Y. Madhavi in Nature 383, 572 (17 October 1996).


� As reported in “Decline of science in India”. Current Science. Vol. 86 (9).10 May 2004.


� http://studyinaustralia.gov.au/Sia/en/WhyAustralia/NobelPrizes.htm


� The 8 India Nobel prizes include Rudyard Kipling, Hargobind Khorana, S. Chandrasekhar, Mother Teresa, Amartya Sen and V.S. Naipaul, noting that some of these people were originally foreigners who lived and worked in India, while others were Indians who lived and worked abroad for most of their lives, some of them becoming foreign citizens and losing Indian citizenship. When does an Indian no longer remain an Indian? I think never. But as we would never let Hargobind Khorana or S. Chandrasekhar vote in an Indian election, so it is worth asking: why do claim that they are Indian Nobelists despite their not having worked in India? By the way, I will have less of a problem with these claims provided we allow for the simple concept of full dual citizenship.


� On the other hand, some shackled or ‘un-free’ societies can be rich, eg. Saudi Arabia.


� Purchasing power parity (PPP) takes into account the relative prices of goods and services such as haircuts, for which I most recently paid $20 (Rs.650) in Melbourne and Rs. 30 in an air-conditioned shop in Janakpuri, Delhi. Using the PPP measurement, an Indian earning Rs.10 lakhs per year would be richer ‘overall’, by probably a factor of 5, than a person earning the equivalent $30,000 in Australia.


� It is worth recalling Chidambram's hand-waving cited in a box in the Preface to this book.


� There could be other (genetic) factors at work in this case, too. Therefore, it is conceivable that some societies that are not free may also do relatively well on this variable, just as some shackled societies may do well in defence technology.


� These are scientific valid measurements conducted by a range of different, independent researchers, at different points in time, and therefore I have no reason to question the existence of this IQ difference.


� See scattergram at http://en.wikipedia.org/wiki/IQ_and_the_Wealth_of_Nations


� As distinguished from liberalism of the American sort, which is a form of socialism, being ‘welfare socialism’.


� There are ongoing issues with the continued use of censorship by government, as well as ‘self-censorship’ by our cowardly press which forced D.N. Jha to publish the Myth of the Holy Cow  outside India, and forced Deepa Mehta to produce Water not in India where it is situated, but in Sri Lanka.


� The recent events in Iraq should suffice as an example, though thousands of others abound.


� “Now tell me how many of you have servants in your homes? [They said a servant in each home.] And you could yourself Socialists while you make others slave for you!  It is a queer kind of Socialism which, I must say, I cannot understand." (Gandhi, 1947, in a written conversation on a day of silence when he communicated through writing on slips of paper; cited in The Essential Gandhi. Edited by Louis Fisher. Vintage Books. New York. 1962. p. 306).


� Marketing and advertising is not coercion, no matter how ‘distasteful. Nor do the so-called ‘hard sell’ tactics of a second hand car dealer amount to coercion, for we can always choose to move on. 


� Working in paid employment is a part of market exchange, for instance, where someone (a bureaucrat, hiring me on behalf of an elected political representative) has contracted to rent my policy knowledge and skills. If I don’t like what this person or organisation pays me, or the way it treats me, I can rent my services elsewhere. 


� Our going to a church or temple is a form of ‘market’ exchange, where we receive spiritual services in exchange for our contributions in either in the form of money or allegiance. And so on.


� In almost all cases where a transaction is based on exchange of some service in lieu of money, we would be willing to pay a little bit more than what we usually end up paying. That extra bit that we would have paid but did not have to pay is the 'consumer surplus' of economics. The richer we get the greater the consumer surplus we receive, as we are asked to pay a ‘market price’ which is often less than what we would have been willing to pay.


� This entire argument is called Pareto optimality.


� The Edgeworth box commonly found in elementary books of economics is a beautiful illustration of this logical analysis.


� In his Omnipotent Government: The Rise of the Total State and Total War. New Haven, CT: Yale University. 1944. Copy available at http://www.mises.org/etexts/mises/og.asp


� Daniel B. Klein shows how “A habit of deceit is a mark of bad character, and bad character has a way of revealing itself no matter how cunning the individual. Deceit is both bad karma and bad business. I am inclined to agree with Montesquieu, Adam Smith, and Friedrich Hayek that commerce elevates manners and probity” (in Klein’s “Trust for Hire: Voluntary Remedies for Quality and Safety” in Reputation: Studies in the Voluntary Elicitation of Good Conduct (University of Michigan Press, 1997), pp. 97-133). Information on an individual’s character is spread through a range of modes of communication including gossip, newspapers and electronic media including chat groups and blogs on the internet, legal case law, or even information that we pay for such as the magazine Consumer Reports in USA. 


� Economists assume that a vast majority of humans possess a mild version of this ‘deception’ or ‘cleverness’, namely a thing called ‘opportunism’, and may short-circuit strictly ethical behaviour if there is no risk of detection.


� Traffic safety is not a market related regulation in general, being ‘rules of thumb’ of convenience, but there are elements in motor safety such as seat belts, that ‘impinge’ on markets, in the interest of safety.


� This proposition was clarified by Ronald Coase in his The Problem of Social Cost, in 1960.


� They are similarly ‘guilty’ of making the technological advances that have saved the lives of hundreds of millions of people and extending our longevity as a species. So, this is not a blame game.


� Peter Bauer’s extensive writings on this subject confirm that foreign aid exacerbates poverty.


� This area of economic study is well researched and documented with George Stigler, in 1971, leading the way. In his paper, “The Theory of Economic Regulation”, Stigler found that “as a rule, regulation is acquired by the industry and is designed and operated primarily for its benefit.”


� Even in so-called ‘advanced’ societies, no one appears to know how many regulations apply to whom and what they mean. Tens of thousand of pages of laws pour out of parliaments like storm water after a cyclone. When we are told that ignorance of the law is no excuse, we must ask if anyone knows all the laws of a country? Such a person should raise their hand, and we should award that person the highest national award!


� For those not familiar with this simple mathematical model, it is the logical opposite of the model of monopoly in which the monopolist exercises full control over the level of production and the price charged. In a perfectly competitive world, the seller does not exercise any control on the price and hence cannot aspire for the allegedly ‘super-normal’ profits that a monopolist presumably can.


� The definitions of ‘economics’ talk about allocation of scarce resources, not about preservation of our freedom.


� Governments like to interfere in many subtle ways; eg. there was a rule that required government officers to use Indian Airlines for official journeys, even as competition was officially allowed to sprout in the Indian market. Such rules clearly violated freedom and a level-playing field competition. 


� The most common outcome, though, is a vast increase in overall wealth and health, including individual wealth, but with significant inequality of incomes. 


� I plan to explore this important argument in more detail in a separate book that I am currently working on.


� John Ruskin. 1862. Unto This Last.


� We are a socialist country, as declared in our Preamble.


� I can talk at length about this from personal experience, including one involving a Chief Minister, but if you live in India you don’t need my evidence. Practically every person in India has, in some way or the other, experienced the ongoing socialist corruption and the inequality created through this corruption. 


� On this specific matter of progressive taxes, I differ from Bastiat, as I see progressive taxes (as opposed to flat tax) as being compatible with bringing about equality of opportunity and the elimination of poverty, two conditions which are, in my view, required for informed choice and hence true freedom to flourish. I have discussed this further in a footnote in the section on raising resources, in chapter 7, how progressive taxation is compatible with the principles of freedom. 


� It is not merely India that has a fascination for creating enormous policy complexity based on equity concerns, reducing the economic potential of the society. An example of equity based policies in Australia can be found at http://www.healthtranslations.vic.gov.au/ (search for “Welfare benefits and services”).


� It can be argued that a NIT will also distort the economy through taxation (at the moment it is cost-neutral). It is true that all taxes have some impact on incentives and freedom, but the question before us is not merely one of the type and level of taxation, or even if we need a tax of this sort, but of being clear about the purpose of this taxation. The purpose of a negative income tax is to ensure that fellow citizens are provided with the opportunity to keep their body and mind in a condition that enables them to contribute in the most productive way to society. It is the most direct and therefore the most economical way of doing so.


� See the paper at http://www.sabhlokcity.com/debate/Notes/NIT-paper.PDF


� In the American Economic Review, Vol. 35 (4). Sep.1945. The American Economic Association, Nashville permitted me on 19 November 1998 to publish it at the internet web site of the Indian Policy Institute (IPI) that I was then involved in running. IPI archives have been temporarily moved to my personal web site: http://www.sabhlokcity.com/debate/Notes/hayek_jstor.pdf


� Even our choice of the time we spend on leisure, on taking a holiday, is influenced by the price system.


� To produce our labour, we incur fixed costs including the cost of living; and variable costs including the capitalised costs of our specialist education and the costs of clothes and transportation for going to work.


� During any negotiation, the threat of walking out (going on strike if a collective bargaining model is being used) is always one of the strategies available to the negotiator, forcing the buyer (employer) to consider paying the highest possible share of the value created by an individual worker that is compatible with the continued existence of the business.


� Rondo Cameron. 1993. A Concise Economic History of the World. New York: OUP. p.218.


� Should a parent be completely free to decide whether to educate a child? In principle, the parent should be so free, as the parent is ultimately responsible for a child. But it is also equally true that we cannot expect a child to grow up into an adult capable of making informed choices necessary for the proper exercise of freedom, without having acquired at least some level of education. While there appears to be some basis for compulsion in this area, it is very hard to argue against freedom of choice. It is therefore best to leave it to parents. The good thing, as I will illustrate in chapter 7 in relation to the factors affecting population growth, is that once parents see the benefit of education for their children through the increase in opportunities for advancement opened up by educating their children in a free, open society, they themselves become very strong drivers for the demand for education.


� Literacy took time to full encompass all sections of society in these countries. For instance government financed education started in England only in 1870.


� Angus Maddison (1991).  Dynamic Forces and Capitalist Development.  Oxford University Press. p. 64.


 � The fact that our demand changes is not a very popular assumption in the economics literature. I do not propose in any way to challenge the simplifying hypothesis that has served economics very well till now.


� This is the competitive general equilibrium of all world markets operating simultaneously. At that point, indeed, at every instant in a market economy, it can be argued that we achieve our individual equilibrium, in which our marginal rates of substitution in n dimensions are fully equalised.


� In Joseph A Schumpeter (1911). The Theory of Economic Development. New Brunswick: Transaction Publishers. 1993. This is a genuine masterpiece, despite some of its conclusions having been proved wrong, written at an amazingly young age of 28.


� We see the craze of forecasting in the newspapers everyday. Tens of economists, like Don Quixotes, keep on trying to predict business cycles, and so on. If they can’t succeed, they simply write the whole thing off as an ‘external shock,’ which may be true in some instances but in most cases is man-made, such as the 1973 oil crisis or September 11 2001, but simply not anticipated in the equations of the forecaster. It is the repeated fate of such folks to get perennially surprised by ‘the East Asian Miracle’ one day and the ‘East Asian debacle’ the next, by the alleged ‘great success of Russian planning’ one day and ‘the sudden collapse of the USSR the next.’ I too am a well-qualified economist, or at least my degree says so, but (therefore) I wouldn’t wager two paisa on my ability to predict the future.


� Economists like B.R. Shenoy were attracted by the opportunity to work for their country, but found himself opposing the senseless interventions proposed by the Planning Commission and left the Commission during its early years, leaving it to clairvoyant pseudo-economists, and expectedly, some very bright but ill-qualified IAS officers!


� While an admirer of the professional output of Montek Singh Ahluwalia I cannot possibly understand why he has chosen to support the continuation of the Planning Commission by participating as its Deputy Chairman. His perspectives on India (eg. in “Understanding India’s Reform Trajectory: Past Trends and Future Challenges”. India Review. October 2004. pp. 269–277) also appear rather mechanical, rather than being grounded in freedom. I believe that such perspectives will not resolve India's burning problems, let alone our country becoming the greatest in the world. 


� Quoted in S. Gopal (1975). Jawaharlal Nehru: A Biography, vol. I. New Delhi: Oxford University Press. p.247.


� Writing about the changes to the conditions of agricultural labourers and factory workers during the early stages of industrialisation, which was simultaneously marked by significant developments in the theory of freedom as well as in the practice of democracy, Cameron notes “That factory workers received higher wages than either agricultural labourers workers in domestic industry there can be no doubt."  England also experienced a "rapid rise in population during the early stages of industrialisation", a clear indication that living conditions and public health had started improving, even if very slightly.  Finally, "the general trend of real wages was upward". (Rondo Cameron. 1993. A Concise Economic History of the World. New York: OUP. p.187-189)


� As Morarji Desai found to his astonishment on his first ever visit abroad in 1958 to Britain, USA and Canada. He told Welles Hangen, an American journalist after the trip, “In your country the manager in the worker sit together without any embarrassment.  Many times the worker’s clothes as good as his boss’s and the car he drives to work is also as good” (as cited in Hangen’s book, After Nehru, Who? Rupert Hart-Davis. London. 1963, p.43).


� When discussing this with a friend, he asked me a question: "The rich don't plunder?" to which my answer is: "Profit earned through just means including persuasion and voluntary exchange in which each party to the trade becomes better off, is radically and philosophically different from coercive force that socialist plunder frequently takes recourse to in order to 'even things out'. Further, we cannot take recourse to character assassination of the rich in general and must be careful to find out how each of them became rich in the first place. Those who have plundered, namely misrepresented, deceived, or used coercion of any sort, would be deemed in a capitalist society to have committed a crime and brought to book. There can be no sympathy for ethical dwarfs or those that plunder; it doesn’t matter whether they are rich or poor."


� Richard Madsen (1996). Review of Revolutionary Discourse in Mao's Republic by David E. Apter and Tony Saich. Contemporary Sociology. Vol. 25(2). p.187.


� In his The Roots of Capitalism (1959, p.67). 1976 edition. Liberty Fund.


� 1936; 1962 edition by Allied Publishers, p.367, in the chapter entitled, “Struggle.”


� That our police and politicians are often implicated in mob violence is by now well documented. See � HYPERLINK "http://www.sabhlokcity.com/communal/lbs-comm-notes.doc" �Data from Judicial Commission reports and case studies of numerous communal riots� – being notes distributed to IAS officers at LBS National Academy, at  http://www.sabhlokcity.com/communal/lbs-comm-notes.doc, and various publications by Madhu Kishwar cited at http://www.sabhlokcity.com/communal/riots.html


� The key lesson from the history of representative democracy is that freedom and democracy can only be built through a time-consuming process of internal reflection, debate, and understanding within society, possibly through some internal upheavals. Instant democracy of the sort that has been attempted in Iraq by the USA recently is not the typical way for democracies to develop and take root. One can't simply add water and stir to the ‘instant democracy masala’, to get a tasteful noodle soup of democracy!


� It may yet, indeed, have its written constitution, an agenda on its current political debates.


� See Appendix 1 for what I mean by the ‘loop of accountability’.


� Before we can utter the phrase, “directive principles!”, we can our freedom gurgling down the toilet!


� I had just completed my year 10 in Secunderabad, and still retain a copy of the special supplement of a local newspaper that came out that day. I have placed a scanned extract at: http://www.sabhlokcity.com/1975.JPG. 


� In the theory of economics we would say that the participation constraint is not being overcome in India and that the reservation wages are much higher. The Indian system therefore needs to think deeply about these incentives.


� In the theory of economics, this would be called the incentive constraint. As we the people (the principal) are unable to monitor the activities of our representative (the agent) we must provide sufficient incentives, as well as disincentives, to ensure that our representatives follow the right path and perform their duties diligently. By keeping these rewards at a much higher level than what this average person would have earned elsewhere, with the same amount of effort, we can ensure that the representative stands to lose significantly if removed from office for seeking or taking a bribe.


� For a competent exposition, but with a slight bias towards welfare socialism, see Granville Austin (1999). Working in a Democratic Constitution: A History of the Indian Experience. OUP Delhi (2003 paperback edition).


� On the web at http://parliamentofindia.nic.in/ls/debates/debates.htm


� My apologies for using this jargon, but it is the best way to explain what is in my mind. Glancing through an elementary book on game theory may help.


� Robert Axelrod (1984). The Evolution of Cooperation. BasicBooks. Harper Collins.


� These are some of the matters that I will address in a separate book that I am currently writing.


� Though, of course, nuclear plants and arms factories are compatible with being run as private businesses, as in USA.


� This amendment was motivated by Nehru’s desire that government operate a bus business in UP.


� See the “statement of objects and reasons” signed by Nehru, at http://indiacode.nic.in/coiweb/amend/amend1.htm


� In V. B. Singh (ed.) (1977). Nehru on Socialism. Government of India, Ministry of Information and Broadcasting. Publications Division, Delhi. pp.56-57, cited in Subroto Roy (1984). Pricing, Planning and Politics. The Institute of Economic Affairs, London, p.35.


� In his A Grammar of Politics, 1960, cited in Granville Austin (1999). Working in a Democratic Constitution: A History of the Indian Experience. OUP, Delhi (2003 paperback edition). Footnote at p.77.


� Discussed in Granville Austin (1999), cited in previous footnote. p. 244.


� ibid. p.205.


� ibid. p.254.


� ibid. p. 253.


� Even if these were the unequivocal aspirations of every citizen of India on 26 January 1949 – say, having been endorsed through a referendum, that would not justify including matters of social and economic policy in a social contract, for the aspirations of India on 26 January 2049 could be vastly different, and each generation needs to be able to formulate its own policy.


� Cited in Granville Austin (1999). Working in a Democratic Constitution: A History of the Indian Experience. OUP Delhi (2003 paperback edition). p.108.


� Sabrata K. Mitra and Alexander Fischer (2002). "Sacred Laws and the Secular State: An Analytical Narrative of the Controversy over Personal Laws in India", in India Review, vol.1 (3), July 2002, pp.99-130.


� This may seem to support existing negotiation frameworks of dowry in Hinduism, but I am not doing so. Instead, I tend to agree with Madhu Kishwar who has demonstrated that a dowry is often a way to prevent the equitable transfer of inheritance to daughters. I believe a system without dowry but with equitable inheritance, taking into account the extra costs incurred by the sons in looking after the elderly parents, is a fairer system. However, the point is not whether I choose to support these negotiations or not, the point is that I must be free to choose any mode I please, and not have government telling me what to do.


� The fact that a Muslim Women (Protection of Rights on Divorce) Act, 1986 had to be separately promulgated makes it clear that by interfering in one religious law, in this case the Hindu laws, a pandorra’s box of religious laws was opened up, each creating needless controversy. However, given this 1986 Act, and the Hindu laws of the1950s, it should now be possible for a standard to be enacted for divorce, for instance, and specific religious laws abolished, while leaving the option open for Norms (discussed a little later) to be registered that meet progressively higher standards.


� This is a misnomer, as there is nothing “special” about it. It is a very limited Act, perhaps best labeled The Indian Secular Marriages Accountability Standards Act, for it is on that understanding that I celebrated my own marriage under this law.


� These comprise: Hindu Marriage Act 1955, Hindu Succession Act 1956, Hindu Minority & Guardianship Act 1956, Hindu Adoptions & Maintenance Act 1956, Hindu Disposition of Property Act 1916, and perhaps the Dowry Prohibition Act 1961. These have a long history, with previous Acts that interpreted various elements of Hinduism, eg. Hindu Widows’ Remarriage Act 1856, the prohibition on polygamy among Hindus, Parsi and Christians (not Muslims) in the Indian Penal Code 1860, Native Converts Marriage Dissolution Act 1866, the Brahmo Samaj Marriage Act 1872, The Child Marriage Act 1929, and the Anand Marriage Act 1909, and Arya Marriage Validation Act 1937, among others.


� Despite that, according to s.2(a) Explanation (a) of Nehru’s Hindu Succession Act, 1956, I am a ‘compelled’ by law to be Hindu as both my parents are Hindu. That I have avidly and actively declined partaking of Hinduism or any other religion since I came to my senses makes no difference to this legal interpretation. By the way, my objection is, more generally, to the concept of religion itself (not to the concept of God, on which I have no evidence either way to make comments). This objection is largely rooted in inconsistencies in various scriptural with my expectations, but also the problematic behaviour of many followers of religions, and is not particularly stronger against Hinduism than any other. If any religion does arise in the future that meets my disclosure requirements and expectations, I may reconsider my decision to currently disavow all religions.


� The state actively manages places of religious worship, eg. a senior IAS officer is deputed to manage the Tirupati temple as an Executive Officer. See http://www.etirupati.com/services.htm


� Eg. See http://www.bjp.org/manifes/chap10.htm


� If necessary, they can demand the repeal of Hindu laws and abide by the secular, and freedom-based, model that I have suggested, instead.


� Nehru, cited in Granville Austin (1999). Working in a Democratic Constitution: A History of the Indian Experience. OUP Delhi (2003 paperback edition). p.654.


� I have referred to this misconception in the section on property rights, but it sits best within this section, as an associated argument to the ‘justice of yesterday’.


� Nehru, cited in Granville Austin (1999). Working in a Democratic Constitution: A History of the Indian Experience. OUP Delhi (2003 paperback edition). p.655.


� I hope to explain the arguments behind the second of these reasons in a book I am writing, and will only focus on the first issue here.


� I am unable to readily quote a specific example for such actions, but recall hearing about this during training in the National Academy. That this method has been practiced even after independence was also mentioned, apparently being used during a clampdown against Naxalites in northern West Bengal in the 1960s. The recent Saddam Hussain’s trial was all about collective punishment, too.


� Very technically, Nehru did not directly run the state administrations, which were operated by the state governments. But these were mostly Congress governments that he was able to influence directly. Even non-Congress state governments could easily be influenced in many ways.


� The pitiable condition of police stations, judicial courts, revenue offices, and the ‘lower’ staff manning crucial functions has meant that corruption is the only language of the police and the revenue system. Anyone with a bit of money can almost readily buy freedom, even after murder.


� Cited in Granville Austin (1999). Working in a Democratic Constitution: A History of the Indian Experience. OUP Delhi (2003 paperback edition). p.245.


� Public finance is hard, and setting up a machinery to collect taxes from all people of a country is very challenging. Till today Nehru’s fellow socialists have not built the machinery that can obtain an income tax return from all families in India.


� Paraphrasing from the Victorian government’s Equal Opportunity Act.


� And they should not forget (if they are a so-called ‘high caste’ persons) to clarify to their children that they would be equally happy if their children were to choose to marry a person from a social category considered by some un-enlightened Indians to be inferior.


� The entire paraphernalia of our civil services falls under this category, but this could include many alternative, flexible, mechanisms. This category also includes matters such as the list of subjects to be dealt with by state and central governments. It is inappropriate to have such matters listed in the Constitution as we currently have them, as many of these issues change over time, including through changes in technology, and it is not a sensible thing to waste time and money in changing the Constitution each time such an operational change is needed. 


� A social contract needs a majority to sign the document through voting.


� It is important to translate, virtually untouched, the existing Emergency provisions that were changed by the Janata government through the 45th amendment after the bitter experience of Emergency in 1976 to include among the causes for Emergency, “armed rebellion” as opposed to “internal disturbance” that was in the original Constitution. Had these (new) provisions been in place, it would have been impossible for Indira Gandhi to have got the President to declare Emergency for the relatively minor “internal disturbance” caused by JP in 1976.


� Corruption in the police in the state of Victoria has been reported in the media from time to time but I would agree with the former head of this the Special Operations Group in Victoria, Inspector John Noonan, who was quoted in The Age on 31 July 2006 as saying, “There is no grey area. If you take two bob, then you are a criminal – you have crossed to the other side. If you make that decision, you are one of them, not one of us.” and, “The truth is that 99 per cent of police are totally against corruption, and if they see it will do something about it.” There is no tolerance of corruption in Australia, at any level. It is seen as a very unwelcome aberration. Not so in India.


� http://www.jimcollins.com/lab/level5/index.html


� The N.N. Vohra Committee report (in full at my website: http://www.sabhlokcity.com/clearinghouse/notes/vohra-rep.PDF) on the nexus between politicians, bureaucrats and criminals is as explicit an official acknowledgement of our shameful reality as any one can get from within the secretive and circumspect Indian bureaucratic system: “In certain states ... these gangs enjoy the patronage of local level politicians cutting across party lines, and the protection of government functionaries.”


� The good news is that corruption that was systematically driven by government regulation of markets that resulted in scarcity, such as shortage of telephone connections or cars, has significantly reduced after liberalisation. Further, where IT and improved communications have been cleverly utilised, as in the case of railway ticket bookings, corruption has also come down, showing that corruption is almost entirely driven by defects in the design of systems that leave vast areas of information asymmetry with can be arbitraged through non-transparent, unaccountable, decisions.


� All I saw (and in some cases heard from colleagues) in my bureaucratic career, was Ministers taking an inordinate interest in low level appointments (reputedly for a fee), and consorting with tenderers to find out who will pay them the most. Practically none asked me any intelligent questions on the strategic direction of their portfolios. There was in any case no policy enthusiasm at all, no sense of excitement of the opportunity of making a difference, and no desire to seek out new and more effective solutions.


� A book I am currently wring on the history of freedom will clarify and explain this at length.


� Under Rule 90 of Conduct of Elections Rules, 1961, framed under s.77 of the Representation of the People Act 1951. Excluding expenses on account of travel of leaders of political parties, and unauthorised expenses on behalf of a candidate, all other expenses need to be declared.  However, according to s.171 H should anyone who incurs or authorises expenses on account of the holding of any public meeting, or upon any advertisement, circular or publication, or in any other way whatsoever for the purpose of promoting or procuring the election of a candidate “without the general or special authority in writing of a candidate” is committing a crime, punishable by Rs. 500.


� In reality, by spending only Rs.25 lakhs the candidate has already lost the elections as most others would spend in crores, but we leave that out of the reckoning for the moment.


� See Appendix 3 for an analysis.


� Present value is a convenient calculation that looks into the future and tries to add the value of future earnings or costs, as seen in today's value, this converting future earnings of costs into a single number of equivalent value today. To see the future earnings and costs in today’s value, these are ‘discounted’ by a term called the discount rate, which in the calculation shown, is the theta, or θ.


� An average Indian pilot gets a package in excess of Rs.20 lakhs a year in 2006. Experienced pilots get more. A pilot is merely responsible for a few hundred lives at best. A PM is responsible for a billion lives.


� Had all candidates been honestly declaring the actual expenditures they authorised/ incurred during elections, and regularly reported expenditures in excess of the limits, we would have surely heard about that by now in the Indian press.


�  For example, see pp. pp.296-298 of Arun Kumar (1999). The Black Economy of India.  Penguin. 


� As reported by Mr. M. V. Kamath in News India Times, February 4, 1994, “Seshan revealed that he had been personally told by a woman candidate for the Delhi assembly elections that she had spent Rs 55 lakhs on election expenses even while stating in the mandatory government form that she spent a mere Rs 483. Another candidate for a parliamentary seat had told Seshan that he had spent Rs 50 lakhs and one Telugu candidate reportedly confided to him that he had spent 8.5 crore rupees on his elections.” 


� It was my job to supervise the Guwahati Circuit House in 1984-1985. Rajiv Gandhi announced fresh elections in August 1985. The election fever was on and money was being distributed to local units by the ‘high command’. An experienced room bearer mentioned to me, in the passing, that he had seen a nationally renowned young central Minister with briefcases (or perhaps one, I forget now) full of hard cash in his room. As this was a common occurrence for the room bearer through his life, this was merely mentioned in the passing. I haven’t seen the ‘smoking gun’ of a briefcase full of cash personally, but I have witnessed the handing out of large denomination notes to people who came with petitions from villages, by political leaders’ offices. Whatever other things I have experienced during my career (and have similar reports from my wife, who held many similar roles) does not give me any reason to disbelieve the passing comment of the room bearer.


� Rule 88 of the Conduct of Election Rules, 1961 states: “Inspection  of account and the obtaining of copies  thereof.-Any person  shall on payment of a fee of one rupee be entitled to  inspect any  such  account and on payment of such fee as may be fixed  by  the Election  Commission  in  this behalf be entitled to  obtain  attested copies of such account or of any part thereof.”


� I would like to emphasise that by using a real case I am not in any way pointing fingers at the individuals who happen to be named, but discussing systematic issues that are applicable across India. As this information is readily available to any member of the public, at low cost and is therefore essentially published by the government, I have not hidden the candidates' names, but the point is that names are irrelevant to the discussion. If their names are relevant at all, would be to commend them for having the courage to contest elections despite the barriers that have been imposed in India on contesting elections, and for thus for keeping our democracy ticking.


� These are private and confidential accounts. The Election Commission of India does not have access to the details of accounts declared by political parties under the Income Tax Act. There is no public disclosure either, unlike in many of the free democracies.


� “Failure to keep election accounts: Whoever being required by any law for the time being in force or any rule having the force of law to keep accounts of expenses incurred at or in connection with an election fails to keep such accounts shall be punished with fine which may extend to five hundred rupees.”


� I believe that expenses incurred on the job of representing us should be reimbursed on actuals. For instance, expenses on travel should be based on reimbursement of actual expenses incurred, in which case there will we no possibility of selling these services, as some MPs are alleged to do today with a range of perks like the air tickets they get. 


� It is assumed as before that Mr. Harishchandra expects to poll one vote more than 1/6th of the votes polled, and therefore will not forfeit the security deposit


� See � HYPERLINK "http://www.aec.gov.au/_content/how/funding_payments/index.htm" ��http://www.aec.gov.au/_content/how/funding_payments/index.htm� and � HYPERLINK "http://theage.com.au/articles/2004/11/02/1099362144561.html?from=storylhs" ��http://theage.com.au/articles/2004/11/02/1099362144561.html?from=storylhs�


� In his 2003 oration – see Raghbendra Jha (Editor) (2006). The First Ten K R Narayanan Orations: Essays by Eminent Persons on the Rapidly Transforming Indian Economy. ANU E Press: The Australian National University. Available for downloading from http://epress.anu.edu.au/narayanan_citation.htm


� By no means am I implying that the findings of public choice theory are irrelevant to Australia. Most civil servants here, too, tend to behave in ways reasonably well predicted by theory. However, the design of incentives in this public service system ensures that their behaviour is predominantly directed towards achieving their stated policy objectives, and their self-interest is best served by serving the public interest.


� Quoted in Lloyd I. Rudolph and Susanne Hoeber Rudolph, In Pursuit of Lakshmi. The University of Chicago Press. 1987,  p.76.


� In his book entitled Corruption: India’s Enemy Within, (MacMillan. 2001) C.P. Srivastava shows how from Nehru’s time, the buying power of the salary of Secretaries started falling rapidly in comparison to their pre-independence salary. This happened as lower functionaries were compensated for inflation but senior bureaucrats were not. By 1985-85 the buying power of a Secretary’s salary had reduced to 23% of its 1947 buying power. 


� I do not believe that the Pay Commissions (including the new Sixth Pay Commission) are squarely dealing with reforms that are critically needed. The question before them should be: Higher salaries for what? 


� John Halligan (University of Canberra) in “The Australian Civil Service System”, paper prepared for presentation at Civil Service Systems in Comparative Perspective, School of Public and Environmental Affairs, Indiana University, 5-8 April, 1997. See: http://www.indiana.edu/~csrc/hallig2.html 


� As mentioned in “Serving the Nation: 100 Years of Public Service” published by the Commonwealth of Australia in 2001 (Public Service and Merit Protection Commission). p.174


� ibid. p.174.


� ibid. p.175.


� John Halligan (University of Canberra) in “The Australian Civil Service System”, paper prepared for presentation at Civil Service Systems in Comparative Perspective, School of Public and Environmental Affairs, Indiana University, 5-8 April, 1997. See: http://www.indiana.edu/~csrc/hallig2.html.


� John Halligan (University of Canberra) in “The Australian Civil Service System”, paper prepared for presentation at Civil Service Systems in Comparative Perspective, School of Public and Environmental Affairs, Indiana University, 5-8 April, 1997. See: http://www.indiana.edu/~csrc/hallig2.html.


� While acknowledging that many Indian bureaucrats must retain very legitimate concerns about the integrity of some of their Ministers, and be watchful of deceit and corruption.


� See http://www.vpscin.org/


� Being the responsible bureaucrat, I did attempt to repair the condition of the books, and introduce bar-coding of the records and membership, and a computerised reminder system, with a view to preventing the chronic mis-filing of books on shelves, but more worryingly, the massive loss  of books from the library. 


� John Halligan (University of Canberra) in “The Australian Civil Service System”, paper prepared for presentation at Civil Service Systems in Comparative Perspective, School of Public and Environmental Affairs, Indiana University, 5-8 April, 1997. See: http://www.indiana.edu/~csrc/hallig2.html.


� R.K. Mishra in “National Civil Service System in India: A Critical View”, Paper prepared for presentation at Civil Service Systems in Comparative Perspective, School of Public and Environmental Affairs, Indiana University, Bloomington, Indiana, April 5-8, 1997.


� I was involved in organising and conducting a 2 week mid-career training program for IAS officers in Mussoorie in 1994 where, as usual, experts were invited from all over India. One outstanding speaker had a stammer; most participants simply left the lecture mid-way. More generally, many participants repeatedly missed lectures and used the two weeks as a holiday instead of a learning experience. I must admit that many courses of this sort may not be relevant to all participants; hence there also needs to be flexibility in the kind of training people are asked to undergo.


� In fact, secrecy shrouds this area today, which is completely unhelpful.


� See also a term paper I wrote some years ago during my studies at the University of Southern California, a copy of which is now placed at http://www.sabhlokcity.com/debate/Notes/term537.PDF


� In my conversations in 1994 with people who taught at the National Academy for a number of years, I was told that the number of such 'hard-core' corrupt officers, who openly declare their intentions upon joining the civil service, had been increasing dramatically over the years, at least till then.


� This is not an argument for increasing salaries of the civil services across the board, through Pay Commissions. For the vast majority, who have not opened a single book after entering the civil service, higher salaries without a guarantee of radical improvement in productivity is not the correct solution.


� It is true that we have had a number of non-IAS people working in top positions eg. Montek Singh Ahluwalia and Vijay Kelkar in the Finance Ministry. But to the best of my knowledge, there was no open and contestable process for recruiting such people. Second, these are exceptions to the rule. The general practice is to draws lots out of the pile civil servants who are deemed eligible due to seniority.


� This also means that any semblance of parity between the salaries of academicians and the top civil service executive, that prevails at present in India, will have to go. It is quite reasonable for the chief executive of a large public sector department or organisation to be paid many multiples of the salary that academicians receive. The reason for this high salary is that the direct impact to society of competence in a public sector environment is huge, and immediate. While mediocre academicians can at worst only moderate the growth of knowledge in their academic discipline, having mediocre chief executives in public sector organisations immediately destroys crores of rupees of potential wealth for a country.


� Whether there should be public hospitals at all needs to be questioned. The government of a free society is not a baby-sitter or mother (‘nanny state’) but provider of justice, and people should not ask it manage their own individual health, a task which it can, in any event, only perform very poorly. Every mentally able citizen should be able to insure for diagnostics and hospitalisation with a competitive health industry which does a much better job of discriminating between people to prevent what is called ‘moral hazard’ than a government can ever do, apart from having the incentive to build a clientele by keeping its knowledge levels high and costs low. Even those below the poverty line should individually insure using the NIT payments which will factor in an amount to pay for such premiums.


� Ahmed Shafiqul Huque (1994). Asian Journal of Public Administration. Vol.16 (2). pp.249-259.


� As for myself, since early 1998 I have seen myself contributing to India not through the bureaucracy but through political reform, and such a thought experiment therefore carries shades of serious analysis for me, even though I'm a realist and do not over-estimate the likelihood of my being involved in the delivery of such a plan till the people of India decide to make it the greatest country in the world.


� Please refer also to my rather detailed article, entitled, “Who is a superior person?” in the Maharashtra Herald of March 21, 1982.


� A similar thought experiment would be needed for each state Assembly, but that is beyond the scope of this book.


� Once income and wealth taxes are fully implemented, corporate tax will be abolished, as these create needless paperwork, and resources will be raised for government services entirely by asking each real individual (not corporate entity) who is able to, to pay progressively.


� We should, in principle, be focusing instead on devising systems to ensure the transparent and accurate declaration of income and wealth. 


� The marginal utility of money declines steeply, by which a rich man cares far less for Rs.1000 than a poor person. This also explains why progressive taxes are a compatible with freedom. Taxes are a payment for services rendered, and it is reasonable to price discriminate, just as the similar products cost differently in the market. In the very long run, when people have accumulated wealth through the generations, a flatter tax system may be reasonable to aspire to.


� Government lands in villages will also be sold by encouraging state governments to do so.


� The specious arguments given by MPs in response to Sharad Joshi’s attempt to implement this through his private members’ Bill: The Representation of the People (Amendment) Bill, 2004 are available at: http://rajyasabha.nic.in/rsdebate/synopsis/206/s09122005.htm


� Funding candidates in advance of the election, as in the presidential elections of USA, is not a viable option, as there will be no scientific basis to withhold funds from any candidate. It is expected that serious candidates would be able to borrow funds to contest elections. This does raise the risk of booth capturing and stuffing of ballot boxes by thugs wanting to capitalise on the ‘returns’ of elections. The solution to that will be to strengthen surveillance at the time of elections through installation of video cameras and significant increases in the penalties for such activity, including long jail terms.


� Citizens of a few countries will be inelegible due to national security concerns.


� Those who have followed the suggestions in chapter 6 will be well placed to succeed.


� Incumbents from these services would also be encouraged to bring along with them conceptual strategic plans for their departments, as outlined elsewhere.  A discussion of such plans in the interview will help in demonstrating the incumbent’s capability to deliver on the new challenges.


� The benefits admissible on voluntary retirement from the original position held would be available in addition to the contractual benefits. Those successful in obtaining such a position but not yet eligible for voluntary retirement benefits, would be deemed as if they had completed 20 years of service.


� Employees in that area would be declared as 'reservists' in Phase 1 and paid usual salary to attend a long term training course approved by the Freedom Ministry. They would then be redeployed wherever shortfalls arise during in Phase 1, but where no such opportunities are found for them, or where these opportunities are not deemed suitable by these employees, they would be declared redundant under the Phase 2 package, outlined elsewhere.


� In general, research shows that governments are far more inefficient than citizens, possibly by a factor of two. In India, this factor is likely to be significantly higher in some cases where corruption means that the product, such as rural infrastructure, is never delivered at all. 


� For instance, while businesses are free to sell their products, they cannot sell less than what was agreed to at the time of sale, as that would amount to cheating and have consequences. It is crucial, particularly for complex products, that businesses explain very clearly and unambiguously what exactly they are providing (to the best of their knowledge), and what protections they are offering the consumer, so that the consumer can make an informed decision.


� A good example of using economic theory to minimise problems of accountability is the use of carbon trading to minimise pollution. Pollution is a situation where accountability has broken down, and where someone has transferred their rubbish to the rest of the world, and that someone is not fully paying for the cost of cleaning up their rubbish.


� As part of the regulatory reform to make regulatory bodies completely independent, the Reserve Bank would be tasked with focusing solely on inflation.


� Protection of financial outcomes of staff would need to be ensured by the purchaser for up to 5 years after Phase 1, as stated earlier.


� There are many reasons to use private management that is circumscribed by market competition and forces. One (and this is only one of many reasons, but I will highlight it here as I have significant personal experience of this reason) of them is that the management of such funds by government has proved completely incompetent. For instance, the General Provident Fund (GPF, to which currently a compulsory contribution is currently made by government employees) is controlled by government, but employees are unable to get their dues upon retirement or resignation. For instance,the government of Meghalaya has never paid (after various adjustments) my GPF dues, despite a request made immediately upon my resignation in 2001, and reminders thereafter. The account keeping systems in the government are also absolutely beyond repair. The Accountant General’s office in Meghalaya did not have the original documentation regarding my motor-car advance until I brought its existence to their notice. They also have no record of payments of this advance made to government over the years. My spouse’s Group Insurance dues have also not been paid upon her resignation. Government bodies expect people to spend weeks and months personally chasing up their dues after their resignation or retirement. I cannot think of a more blatantly shameless system than this. Private management will be accountable to the people through the delivery of services of international standard.


� A simple formula could be created depending on discount rates, for example, a multiplier by 14 of the annual pension would equate to such a net present value.


� As the government has been following a 'pay-as-you-go' system of pensions, using current taxes to pay outstanding pensions, this means that the new Act will impose a significant upfront burden on the government's financial position.  As the cost of pensions was to be met through future taxes, the government will be legitimately able to issue debt equivalent to the prevent value of future tax receipts that would have been raised to meet ongoing pensions, at a rate equivalent to the discount rate applied to these receipts. The interest payments on the debt would be met in the future through the originally anticipated tax receipts. 


� In most cases, though, these facilities will be temporary as most government offices will need to be completely rebuilt, from ground up.


� While my focus here is on local governments at the urban level, the same principles (with full control, including the employment of relevant experts and bureaucracy, to be exercised by elected representatives) are designed to operate everywhere else. This is a significantly stronger local government than envisaged by the 73rd and 74th amendments to the Constitution, which continue to give an enormous role to the permanent bureaucracy.


� Lutyens Delhi comes under the New Delhi Municipal Corporation, the cantonment under the Delhi Cantonment Board, and the rest of Delhi – a mind-bogglingly large area, under the Municipal Corporation of Delhi. This is extreme centralisation, which is incompatible with freedom. Freedom requires people to be free to mould their local environment as they please, subject to their joint accountability.


� I believe Indian defence needs the least reform In comparison to civilian governance, but many of the principles articulated elsewhere will have ramifications for the defence forces, that I have not dwelled upon here.


� Please see my comments in the relevant footnote in section 1.3.6 in chapter 3.


� Nothing is free.  In the end somebody has to pay for it; we must never forget that while demanding free things.


� This also has the enormous advantage of schools being incentivised to go out of the way to persuade parents in remote villages to send their children to school, for the more the children that these schools enrol, the greater the amount of money they will receive from government.


� The government would still need to retain the right to acquire this land for crucial public purposes when necessary, upon payment of the appropriate market value, and upon making suitable arrangements for the children so affected.


� This is also practiced in some Australian schools which rent out their common rooms or class room spaces for functions or other occasions on the weekend or after hours. Private partnerships to build schools recently in Australia also use this model. I see no incompatibility between having even a ‘proper’ shopping centre built on school land, or a gym, so long the funds raised from this help to keep the school running profitably and make its fees competitively priced, while meeting the quality assurance standards prescribed by the education regulator.


� This higher allocation would generally mean that establishing schools in rural areas or slums will become viable, including paying good teachers to teach in those areas.


� There will be a tendency, like in the past with graduates from IITs, to simply leave the country after getting educated, to avoid repaying the loan. To ensure that the Indian tax payer does not provide some students with the bonus of a lifelong income in another country without having to repay the cost of their education in India, the Passports Authority will be provided the full details of students who take such loans. These students will be unable to depart from India, even for a temporary visit, without, each time, furnishing a bank draft equivalent to the amount of their currently outstanding loan, as bond to be forfeited if they do not return.


� A more detailed discussion, theory and findings that support such an argument are discussed in my PhD dissertation, a copy of which is available at: http://www.sabhlokcity.com/almaak/Dissertation/sabhlok-disstn-1999-web.pdf


� For countries that have such pensions, the demand for children usually drops precipitously. In fact, some such countries will face potential extinction. One of the ‘solutions’ for such countries would be to eliminate, or significantly reduce, old-age pensions.


� The word 'opportunity cost' means that we need to add the benefits foregone because a certain action is taken.  For instance, having a large number of children will usually provide quite significant benefits to a farmer; but by educating them, instead, not only does the farmer have to spend on their education, but also does not receive that value of the labour of these children who now attend school.


� http://www.sabhlokcity.com/debate/Notes/NIT-paper.PDF


� There was a time when, at the peak of socialist policies, foreign-exchange reserves were plummeting and such a free flow of technology was not feasible. But even today, the full force of global technological innovation is not being let loose into the country.


� In Planning for Freedom. 2nd ed., Libertarian Press, 1962, pp. 151-152.


� J. Rufus Fears. Lectures on History of Freedom. The Teaching Company. Cited at http://www.teach12.com/ttcx/coursedesclong2.aspx?cid=480&id=480 


� Our actions may have different impact or consequences on different people, being perceived differently by different observers. Our actions are not necessarily going to be seen to mean what we mean them to be. But we remain responsible for being aware of these perceptions, and taking corrective steps to remedy the consequences where a distinct harm is caused. 


� Under s.5(i) of the Hindu Marriage Act, 1955, a condition of marriage for a Hindu is that “neither party has a spouse living at the time of marriage”.


� A previous one that I had used to first perform such an analysis is available at http://www.sabhlokcity.com/debate/Notes/mpsget.htm


� It must be remembered that as senior civil servants probably travel equally or more, and get similar benefits for actual expenses incurred on their job. 


� It is probably true, as pointed out in Lloyd I. Rudolph and Susanne Hoeber Rudolph, In Pursuit of Lakshmi. The University of Chicago Press. 1987,  at p.85, that MPs and MLAs have often used these perquisites for their family and friends.
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