Teaching A Hard Lesson

The best way to curbing corruptlon is to use the calculus of pleasure and pain

Sudipto Mundle

¢\ hehla Masood was killed in
S, Bhopalrecently, yetanother
\.__* RTIactivist who lost her life
In the battle against corruption.
The Lokayukta report has
brought down the chief minister
in Karnataka. A high courtjudge
is beingimpeached in Parliament.
The Comptroller and Auditor
General and the Supreme Court
~are in hot pursuit of mega
scams. The CBI has charge-
sheeted and locked up top
executive honchos, MPs, even a
cabinet minister. India is at war
againstcorruption.

Now we have Team Anna’s
much celebrated victory His hun-
ger strike and arrest galvanised a
whole nation. Nothing like this
had been seen since the freedom
movement led by Gandhi, except
perhaps the JP movement. Cong-
- ress leaders were clearly shocked.
As the rallies swelled and Team
Anna grew more stubborn, the
party swung from hard line to
softline to hard line again.

Finally, it was Prime Minister
Manmohan Singh — much vilified
in recent times even by his well-
wishers for neither leading nor
resigning, and presiding over a
corruptregime—-whodidtheright
thing. Athis instance, alternative
proposals for the Lokpal Bill were
discussed in Parliament, and an
all-party resolution passed that
supports the three key issues
raised by Team Anna. He then
reached out to Anna, requesting
him to withdraw his fast.

Annaresponded by congratu-
lating Parliament and breaking
his 12-day fast while the nation
rejoiced and heaved a collective

sigh of relief. The prime minis-
ter’s approach preserved the
authority of Parliament, vet
ensured that Parliament was
responsive to a popular non-

- violentmovement. Between Anna

and him, they have led the
people and the Parliament of
India to the finest moment of
our democracy as the world has
watched and applauded us.

The Parliament resolution is
agiantleapforIndian democracy,
but only one big step in fighting
corruption. The hard work starts
now. As the standing committee
gets down to the nitty-gritty of
drafting the revised Lokpal Bill,
it 1s a good time to look at the
insights on corruption contain-

Face that launched countless protests

It seems reasonable
“““““ ~ to suggest that
crimes like corruption
are indeed driven by the
criminal’s perception

of potential gain and
the loss if caught: .

L
by

pleasure and pain .~

ment offered by a cross-over sub-
ject called Law and Economics.
The organising theme under-
lying this approach is the plea-
sure-pain calculus attributed to
philosopher Jeremy Bentham.
The idea that all human beha-
viour is driven by this calculus
is controversial. But it seems
reasonable to suggest that
crimes like corruption are in-
deed driven by the criminal’s
perception of potential gain and
the loss if caught: pleasure and
pain. Much insight on how to

contain corruption derives from
this simple principle. However,
corruption takes many forms
and no matter how clever a
policy, the criminal mind can
be equally clever. Also, beyond
a point, the costs of further
reducing corruption could exceed
the loss from corruption. Hence,
corruption can be contained,
possibly minimised, but not
entirely eliminated. With this
caveat, the following broad
proposals can be made.

First, there is the widespread
phenomenon of citizens having
to pay a bribe to get what they are
entitled to by right, e.g., timely
delivery of pensions, ration
cards, passports, etcor the timely
restoration of power, phonelines,
water supply, and so on. In such
cases, the bribe payer isactually a
victim of extortion. In a recent

paper, economist Kaushik Basu

has proposed that acts of bribe-
giving in such cases of ‘harass-

ment corruption’ should not be
considered a crime, as at present.
Instead, the punishment for the
bribe seeker should be signifi-
cantly enhanced. Such an amend-
ment of the relevant law could
vastly reduce ‘harassment cor-
ruption’ because the potential
extortionist would be deterred by
his knowledge that bribe-givers
are likely to blow the whistle after
getting theirjob done.

For other forms of major cor-
ruption, the pleasure-pain calcu-
lus has generated three basic
approaches for containment:
high civil service pay tomoderate
the lure of illegal gratification;
laws prescribing very harsh

punishment and/or strong law

enforcementtoenhancetheprob-
ability and expected pain from
being caught, compared to the
potential gain; and strong com-
petitive structures with trans-
parent non-discretionary rules
tominimise theopportunities for

gain from bribe-driven decisions.

International evidence reveals
two cases of high civil service
pay and low levels of corruption,
Singapore and Hong Kong. How-
ever, both these places also have
strong laws against corruption,
strict enforcement and open,
competitive market structures.
Hence, the individual effects
of each of the three apprnaches
cannot be disentangled in either
of these cases.

Evidence from other coun-
tries indicates that strong laws,
strict enforcement and competi-
tive structures each individually
and significantly contribute to
curbing corruption. In most
developing countries, including
India, poor enforcement of
laws 1s the norm. Turning that

around would be very costly in

resources and a great adminis-
trative challenge. By compari-
son, enacting strong laws or
introducing reforms tostrengthen
competitiveness are relatively
costless and administratively
less challenging.

These should be our strategic
prioritiesinfighting corruption.
The former requires a revised
Lokpal Bill that provides for very
stiff punishment of corruption.
The latter requires other urgent
reforms to strengthen competi-
tiveness through transparent,
non-discretionary regulations
that are not unduly restrictive.

‘While these should be our

priorities, enforcement too has
to be strengthened to the extent
our fiscal and administrative
capacities permit.
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