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11 Money laundering and capital
flight

. . 1
Kannan Srinivasan

Introduction

i t does not
India’s capitalism is incompletely described when the bacsc;zlégs do
iEcllide thcf laundering of wealth: its concealment 1 o;the:[rh eus urplu; oo e

:2%s iyrisdiction in order to separaile

its fli m India’s jurisdiction 1n or lus extrase
1ftS ﬂlgtg:a f;:Ze of labour.? Although the customary understanding y
rom .

igi btained ille-
ing the origins of money 0
o is ‘the process of concealing : ed i
oy i 'tlzchrough a complex sequence of banking transfeils e
B o meactio I suggest it might be more usefully de

i tions” (OED 2002), . ' by definet
merilalcgigz:fment of assets acquired legally or illegally, 1pZe1r)1;1§eVOlen[; -
- leconsumption or beneficial heirs (whether the purpose 1

sona

Othlerwili?r.y here to show?® that the flight of Indian capital is one of three signi-
wi

S g

?

i i in India and abroad.
i traction and flight, both in !
lture of silence about €X ' : N
?fr;ldest: Zr(;ulittle discussed 1 suggest, because at a cerftamtﬁou;i ;cc;r;o;r;deﬁespznd
. . .
i i a significant motive 10T
acknowledging coercion as

states. different businesses. The
tantly between
All over the world, fuice ﬂowlecgois as vjhen individuals hide legally earned

i i ily concealed in the : B
l'uegal lst::rslsf};rring it abroad by arrangement w1th t.raders who mllli);;idiaries "
mcorl?e, corporations hide it by internal transfer pricing betwgeg s A
Orlv:egncomrganies Tax evasion must be conducted by laundering

rela .

? p p

wealthy and powerful w}m ‘
includes what is earned in busines .
trafficking in minors, womet, .narcotlcs

At one time, former sovereigns Were

fon 4
or extortion. : ‘
exiled so that their subjects would forg'gt
i 1d be the more easiy.
d the social surplus coul
they had once ruled and T
g:iiactezs This exile anticipated the conte;nporar};e?g;e;;l:r;;nd e
s i the surplus crea d an :
e site of extraction, such as : . . o et
fr(;:; glrissa to a zone of recreation like Kensington 1n London. Thi p i
ru

benefit from such silence. Money laundering ilzc; '
s that is entirely illegal everywhere, such a

Money laundering and capital flight 191

enforces an amnesia whereby we forget what we have once known as to where
such wealth originated. Such obfuscation better enables the most significant
laundering of money, tax evasion in weak jurisdictions, and capital flight from
them, both generally excluded from the category of money laundering, but as I
have suggested, incorrectly so. Indeed, subordinate jurisdictions may be so
powerless that they lack the authority or confidence to even offer their own legal
definition, or to attempt resistance to the departure of wealth from their borders,
even as they are crippled by the outcome.

When the concealment of income from taxation authorities in Nigeria by
over-invoicing payments to suppliers in London in order to bank those funds in
the Channel Islands is not called money laundering, while money paid by a
hawala dealer in Kochi to the relatives of a labourer in Abu Dhabi is (McCulloch
and Pickering 2005), this merely follows the arbitrary definition of crime by
dominant jurisdictions. That definition serves to legitimise the flight of capital
from the subordinate jurisdiction and to develop a policy towards crime that

assists the ceaseless expansion of the predatory sovereignty of the strongest
states in the international system.

Colonial origins

The separation of wealth from its origin in labour is evident in colonial drain
(Bagchi 2005; Banerjee 1990; Habib 2006; Patnaik 2002). Dadabhai Naoroji
(Naoroji 1901) employed the term to identify the transfer of surplus from India
by employing Indian revenues granted by the Dewani of Bengal in 1765 to buy
textiles in India. These were then sold in England thereby constituting an unre-
quited trade in that no money flowed from Great Britain to pay for cloth sold
there. In the second stage, Indian revenues were used to buy opium sold locally
in China with profits remitted to Britain. Finally, Indian revenues paid for the
subjugation of India by armed force (termed the ‘Home Charges’), as well as
numerous other activities deemed related to the ‘Defence of India’ (which meant
British interests in India and included expenses to do with Suez or the Mediter-
ranean Fleet (Palme Dutt 1940)), and for the development of the oilfields oper-
ated by Anglo Persians in the Middle East and the policing of the entire Empire
by Indian men in arms (Srinivasan and Gangoli 2005). The opaque official
accounts of this cross-border transfer of funds served to disguise what was really
tribute.

Such concealment was subsequently adopted by managing agencies that were
accused of cheating British investors when they did so. Accounts of such nature
also provided useful terms of reference for the multinationals that succeeded
them, and for the flight capitalists of today. For instance, F inlay Muir in Calcutta
Wwas appointed agent of Champdany Jute at the very incorporation of that firm in
1873, receiving a 5 per cent commission on sales irrespective of profit. In the
following two decades, during which Champdany performed poorly, this

arrangement suited Finlay Muir but not Champdany’s shareholders. In 1893 a
complainant alleged:
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as the home of flight capital from other parts of Europe, and Wall Street served
that same purpose for flight capital from France (Helleiner 1994; 2005).

Since then, this has become an important aspect of the City of London’s busi-
ness too, although nominally located in the Channel Islands or Overseas Territ-
ories. Money from business entirely illegal in every jurisdiction, such as the
trade in narcotics, or the traffic in persons, is laundered identically through such
tax havens.

Significant Indian money laundering and capital flight originates in corrupt
government contracts. Let us look at a couple of examples from my research on
how these work. In the first case my informant B explained to me how his earlier
employer, a law firm, organized the kickbacks for a contract for an important
new port. The contractor was a European multinational. The provision for arbit-
ration in the event of cost escalations concealed a secret understanding to allow
the multinational super-profits at the expense of the public sector port trust, and
ultimately the Indian taxpayer. Enormous escalations in cost were claimed. In an
elaborate charade, the port trust pronounced these to be completely unacceptable.
The foreign contractor, seemingly enraged, referred the matter to arbitration by a
panel composed of retired High Court and Supreme Court judges. The law firm
had meanwhile, for the purpose of arbitration, set up a Potemkin village of a
firm, comprising two associates who formed a bogus firm in partnership. This
bogus firm was set up at the old chambers of the real law firm. A nameplate of
the fictitious firm was set up at this office for a fortnight. The original firm
appeared in the arbitration for the foreign multinational, and its bogus firm asso-
ciates for the port trust, and the latter bungled the case. Without this elaborate

procedure, cost escalations would have been challenged by the Annual Report of
the Comptroller and Auditor General of India (CAG), which would have written
what are called audit paras about negligence, to be placed on the floor of Parlia-
ment, and provide fodder for attack by the Opposition. With this mechanism of
rigged arbitration, hundreds of such agreements went through unnoticed every
year.

One might also get a feel for such transactions by looking at Indian Navy
procurement. The Soviet Union supplied the Indian armed forces with techno-
logy and equipment, beginning in the 1950s. Its factories were very widely dis-
persed: a ship assembled in Vladivostok might require engineered supplies from
various Soviet states in Europe and Asia. When the USSR broke up, obtaining
spare parts required an intimate knowledge of the different factories, excellent
technical Russian, negotiating skills and of course incorruptibility, if the Minis-
try of Defence was not to be exploited by agents who now assumed a powerful
role.* My informant, a retired Rear Admiral, attempted to ensure that procure-
ment be undertaken competitively by government negotiating teams travelling
abroad, or by offering tenders to the very large number of high-quality Indian
engineering firms in both the public and private sector who could undertake the
work. He failed. The deals which went through were generally conducted
through intermediaries in London’ or New York,® perhaps owing to the proxim-
ity of private banks that facilitate the concealment of the money made.
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The third case shows how laundering services are solicited. I first met
private banker C through my lawyer informant B. In 1994, when he began
freelancing with C, B was operating out of the chambers of his old firm,
developing his own clients. People who he would meet either at work or on
the Bombay social scene who did not have assets abroad, or who had assets
poorly concealed and inefficiently deployed in terms of preservation of value
for the long term, he would introduce to C, and she would pass on
commissions. His networks developed, in Bombay, in Delhi, in Dubai and in
London. Today he is celebrated for the elegant parties he hosts and the
retreats and seminars he organizes for international businessmen seeking
Indian connections.

C had been an airline ‘stewardess’, as it was then termed, and was good at
dealing with people, and it was this that enabled her to build relationships and
cultivate clients which led to her becoming a private banker. She looked after
South Asia and the Middle East for a UK private bank nominally located in
the Channel Islands but actually run from the City of London. It was also a
subsidiary of one of the most respected investment banks. Channel Islands
trusts, she claimed, were much safer than Swiss accounts, their mechanisms
being far more sophisticated. She dealt with a lot of arms deals.

She asked me for contacts, businessmen and other Indian wealthy people
who wanted to keep wealth abroad out of the reach of taxation as well as cur-
rency depreciation. She was not like some private bankers who will only deal
with very large amounts. For her, $300,000 in cash or liquid assets was an
acceptable minimum from a client to whom she could offer something worth-
while. She could give an assurance of absolute secrecy, and absolute safety,
such that no government or other authority, no wife, no business partner, no
rival, could get at the funds of the client. Five years after I last saw her she
was killed when her farmhouse in Tuscany was blown up. Her death was little
discussed in Mumbai, although a London colleague had at the time remarked
on her involvement in a sensational arms deal, which must have meant that a
reasonable number of people in more than one country knew about it.

Many countries from which there is capital flight, whether Russia, Pak-
istan, Nigeria or India, are weak jurisdictions,” in even the nominally egalit-
arian enforcement of law, and therefore weak in resisting the ability of the
powerful to export their weaith. But weak jurisdictions that provide extra-

ordinary returns may also be an uncertain store of value. Political movements
or changes of government may challenge the settled order, as in the Philip-
pines or Indonesia, or Pakistan or Chile. The arbitrariness that has appropri-
ated the value created by others makes them a poor home for the long-term
residence of surplus. Recipient states receive the benefit of such capital
without having had to assist in its creation, generally offering no tax at the
point of entry. The destination economies of the US and the UK, the tax
havens connected with them, and neutral countries such as Switzerland and

Austria, are the most attractive both for the physical residence of flight cap-

italists and for their wealth.
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UK-connected jurisdictions dominate international tax-avoiding fund fi
and are of great importance both to the UK and to the US. Theri are twooc“;‘f :
;iorgli of these: the Crown I')ependencies10 and the Overseas Territories.!!
he UK, the Ovc?rseas Territories and the Crown Dependencies form one undi
vided rfzalm, which is distinct from the other states of which Her Majest Th1 .
Quec.:n 1s monarch (UK Government 2012). The Crown Dependenciés yh N
:1 ucrlngue system of 'taxation and secrecy in regard to non-residents is ;gl‘l,;rz:-:
I\f}:zrma};l ;iwihvgeé% I;heflted by the Sove.reign as successor to the Dukes of
omanc S.O TheO arliament has authority to legislate for them, but chooses
t | - The Queen acts on matters concerning them on the advice of her
m1n1'sters' acting in their capacities as Privy Councillors. This formula of
Ir;oomlnal %ndepen.dence permits the UK to employ the Crow;1 Dependen:i:s ?0
lengt }Iq;ir ;nmti;rz;l'onal funds while maintaining the fiction of being at arm’s

The Overseas Territories are more evidently administered by the government:

Iﬁs 'almatter of consti@tignal law the UK Parliament has unlimited power to
beg;sI ate fqr the Territories.... Governors or Commissioners are appointed
y Her Majesty The ng;n on the advice of Her Ministers in the UK, and in
(giirgrzl' ha:/};e res%).onmblhty for external affairs, defence, internal security
uding the police) and th i iscipli ’ i
Geludi p ) € appomntment, discipline and removal of public

(UK Government 2012)

Follof\;ivir.lg a public cafnpaign,12 the Labour government in 1998 commissioned
3(1:1;1 0 cllal report on issues of concern in the administration of trusts in the
annel Islands. This report, the Edwards Report (UK Government 1998), was

eager to find excuses for t )
Islands. Thus: or the sort of money that finds its way to the Channel

1[,I]t tr)na'y have r}othing to do with crime in any generally recognised sense
ut be illegal within the extreme laws of some repressive regime.

(Part I, ch. 14)

F .
Cllllgtrlzzz,l t;lj Rzporthrqczl,i)r(clied unquestioningly the statement of accountants in the
ands who had never heard of requests from i i
. ! abroad for informati
‘ ; on
‘:ﬁlciezmn.g tax evasion, or indeed of any tax-evading money. This contrasts with
at Assistant District Attorney John Moscow prosecuting BCCI (the Bank of

g is uns'eemly that these British dependencies should be acting as havens for
ansactions that would not even be protected by Swiss bank secrecy laws.!?
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) registered in Mauritius are exempt from pre-
paring an annual report, annual return of funds held anq in\./ested,.or ‘any state(i
ment of profit and loss; nor need there ever be any official inspection; nor.ne;c‘8
any corporate documents be held on record.. Such GBCS can be set up in >
hours. Although the Mauritius Financial Services Comrmssmn can tak'e actlotx'l i
a company is used to launder money, sipce QBCs are immune frox? inspection
the possibility of detecting wrongdoing 1s sl}g}}t. A request frorp a orel'grkl1 gov-
ernment for assistance must be processed within three years, within which time

ien investor may well have vanished.

theé(i)\r:ngrtlhl: general prlic concern in India, the goyernment was compel}ed to
issue a White Paper (Government of India 2012). This sees money laundering as
a vindication of the official policy of amnesty and finds proof in the nature of

direct investment:

Global business companies (GBCs

2.8 Has Money transferred abroad illicitly returned?... FDI statistics
perhaps point to this fact. As per data released by the Department of Indus-
trial Policy and Promotion (DIPP) ... the two topmost sources of the cumu-
lative inflows from April 2000 to March 2011 are Mauritius (41.80 per cent)

and Singapore (9.17 per cent).

Further, the earlier contention that PNs need not be laundered money has now

been abandoned:

Investment in the Indian Stock Market through PNs is a'lnothe.r way in whigh

the black money generated by Indians is re-invested in India. o The ulti-

mate beneficiaries/investors through the PN Route can be Indians and the
ir investment may be black money.

souree of el ’ (Government of India 2012: 17)

N

Wall Street

It is not just Asian economies’ official inves
US Treasury securities and corporate stoc
America finance its current account deficit. Laundere

part.? o .
Of the $3.86 trillion of foreign inflows int

tments in US instruments (such as
ks and bonds) that have helped
d funds have also played a

o the US at the end of 2012 (US

BEA 2013), deposits in US banks and financial institutions by foreign residents .

and banks and securities brokers amounted to $3.63 trillioq. However, another
important government report shows official and private holdings of US Treasury

securities by foreign residen . :
table K) were $5.57 trillion, 34 per cent of total outstanding Treasury securities.

Of course, China and Japan as important government investors of their own

liquid overseas assets are the largest. .
But it is also worth noting that Belgium, Luxembourg,

Kong and the Caymans are very si

Switzerland, Hong
gnificant; as are Belgium, Luxembourg, the

ts and banks (US Federal Reserve Bank 2013: 20,
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UK, Ireland, Switzerland, and Caribbean financial centres in the case of foreign
private holdings of US corporate and other bonds and equities.

Investment flows into the US from these financial centres ought to be a matter
of concern because a large amount of their holdings are in the form of bearer
securities, Treasury securities, long-term and short-term debt and equities, where
the identity of the owner is entirely unknown to not just the US government but
even unrecorded by anyone save his or her nominee, lawyer or accountant.
Those who invest in such bearer instruments are attracted above all by the
matching US assurance that non-resident investors may buy them, and thereby
keep their identity secret. Mere possession of such an instrument constitutes the
title of ownership.?!

Another reason that so much money flows into the US from tax havens which
assure anonymity is because US taxes that would otherwise be withheld at
source by the Internal Revenue Service (IRS) on earnings from portfolio invest-
ments® and bank deposits?® were in 1984 exempted for non-resident foreigners
by the US Treasury. Immediately a flood of international anonymous investment
flooded into the US, and thereafter in the past three decades these enormous
flows have comfortably financed the large trade deficits. The business economist
Lawrence Hunter claimed the portfolio-interest exemption:

(section 871(h)) is perhaps the greatest single example of Congress’s
attempt to attract offshore investment.

(Hunter 2002: 3)

He characterized this policy as being:

perhaps the purest example of enlightened self-interest and realism in
attracting foreign capital ... analysts generally believe that this provision
has attracted somewhat over $1 trillion in foreign capital to the United
States.

(Hunter 2002: 3;4)

What is true of the portfolio-interest exemption benefits is equally true of the
benefits assured by the exemption on taxes withheld at source for bank deposits.
Such investors often pay no taxes anywhere. This means that the world’s tax-
avoiding, corrupt and criminal money finds in the US as in the UK a welcome so
warm that it renders absurd any claim by their governments to be resisting the
laundering of money, since their external economic policies are directed to just
that purpose. I suggest that this mopping up of the wealth of the world is con-
cealed in euphemism and silence by today’s democracies and strong states.
David Hume’s price specie flow mechanism for adjustment* formed the basis
of one view of the nature of equilibrium in international trade. This view of the
nature of equilibrium represented an inherent challenge to the labour theory of
value. That is why it necessarily led to Jevons’ insistence that such a self-
adjusting mechanism could dispense with the labour theory of value, since value
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varied constantly with every transaction (Jevons 1866). Jevons believed that
value depended on marginal utility, which he saw as determined by taste, or the
market, from time to time.

Once labour was no longer seen as a source of value, free capital flows
became the new dogma, since the self-adjusting equilibrium would, it was
believed, arrive at the best outcome, substituting for political choice (even if this
is in fact deeply political). It is sometimes argued by those such as Hunter (cited
earlier) or IMF officials such as Rojas-Suarez (Rojas Suarez 1991) that such
flight may be a matter of the optimum deployment of capital, and in any case
cannot be checked by government fiat. That is the official view today of OECD
governments and the Bretton Woods institutions (although periodic crises
encourage episodes of self-doubt).

Locke and others had seen the fruits of man’s labour as value. Yet, as long as
the work of each labourer was in any sense unique, commodities in the modern
sense could not exist, and the labourer retained some autonomy; neither value in
use nor value in exchange offered a satisfying basis for valuing labour. It was only
when large amounts of identical commodities could be manufactured and
exchanged for money, and the role of each labourer could be reduced to a person-
ality virtually interchangeable with all others, that the leading exponent of classical
political economy, Marx, could deploy both use-value and exchange-value to offer
a modern definition of value itself. Today, the ultimate stage in the process he iden-
tified has been reached. Through instruments of great financial sophistication that

have been developed, and policies to support them that have been developed, the
entire wealth of a country can now vanish in a few days. It is this very environment
that enables the concealment and flight of wealth from any jurisdiction.
The labour theory of value compels us to remember that the wealth that has
appeared magically as stock in Wall Street or the education of a future genera-
tion at Harrow is actually the labour of a Dhanbad worker.

Trade mispricing
As the instances of rigged cost escalations, fake arbitrations, weapons deals and
private banking would suggest, systematic trade mispricing has undoubtedly

been an important mechanism for organizing capital flight out of India. Zdanow-

icz and others estimated that several billions of dollars were laundered annually
through Indian trade. They developed a global price matrix and analysed every
single India—US import and export transaction for the years 1993 to 1995, to

estimate abnormal pricing and the magnitude of consequent capital flight
(Zdanowicz et al. 1996). In the most recent year studied (1995), capital flight -
from India to the US effected through the mispricing of trade between the two -

countries was estimated as amounting to up to $5.58 billion. Were this maxinum

figure in the range to hold true for other countries with which India trades today, :

Indian money laundering through trade would exceed $50 billion annually. Isa
this guardedly. By examining trade data we can see how likely it is that there
capital flight. I am not confident about precise estimates as to how much.
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froipstein alnd othe.rs (Epstein 2005) have made serious estimates of flight
om Z(ief\‘;:rra tcountr;e.s. ]iut the most comprehensive recent studies of flight

ent countries based on trade data as well as other i

- methodolo

?Za(\)/leobeen. produced. by Global Financial Integrity of Washington, DC %(u:'
@0 ) e;tlmates India’s annual outflows at $16 billion and total out,ﬂow ‘since
o ;}:}f epc; at ne;rly half a trillion dollars ($462 billion). This would seem

er indicate that wealth tends to be laundered outsid jurisdiction i

further ; e the jurisdiction
:’iv(l)lrllch flt 1§ﬂ geperated. Kar d1c.1 not find (ibid.: 20-31) that inﬂaticj)n or expectzll-1
) hto T;l ation based on imprudent government policies induced capital
ght. The wealthy steadily took their money out following Independence;

and, when it became easier to i
take it out because of the a
control, they took it out faster. psence of exchange

Keynes, White, on setting up the WB and the IMF

(\3/:;% coun]t)ries do vt/(;l each other was the concern of Keynes and the American offi
arry Dexter White who at the end of the Second World .
! War worked to desi
gl:;f Xc;;ld“]?;lzk anf1 the International Monetary Fund. But their ideas were qslii:
: . ite, whose secret provision of information to the Sovi i
been confirmed by the Venona Transcri i empted t ight col
een confi scripts (Craig 2004), attempted to righ
nial injustice, prevent the exclusion of th i ion, DD s only
i X e Soviet Union, and set up significantl
gl%:tl.lateral arrangements employing the authority of the US to I::hefllcl ’ch:’zl 0};’
Lr1 aclim. Keynes on the other hand wanted to build a US-UK condominium with
01]13 on1 asa great_ global centre for finance. It was Keynes who prevailed
. hzlfr 936 EVhlte haq de.veloped a strategy for restraining incoming capital
megms o(r)ln;n(;t er cm;nl;lrll(e(s:1 into the US by imposing 100 per cent reserve require-
oming bank deposits (meaning that for each doll i
lent out another should be kept i i ing the it o ot
' pt in reserve, discouraging the soliciti
funds by raising the cost of acquiri : e et oo
cost quiring them) and taxing the foreign d i
themselves (Boughton 2002: 9-10). H ; ory of the Tntor
. : 9-10). Horsefield’s official history of the Inter-
Ir;e;t;ﬁnillgi\;[o(r;letaryﬁﬁlléld reproduces White’s design of the IMF in his Plane(zf
orsefield 1969: 37-96). Moreover, re i i i i
. , regarding flight capital, Whit
proposed that each country should a " deposits or
! gree first not to accept or permit deposits o
investments from any member country except with the permissionpof th .
country (Horsefield 1969: 44). "
Cleljfisr/lrgsUggn E{{OPOS?‘II ;)Cf il February 1942 for an International Currency (or
n (Horsefield 1969: 3—18) sets out so clearl
: Lo ‘ y to ensure an Anglo-
illnfnlzan cor’ldomlmum to.rule the world that White’s altruism shines by cgog-
ans . elynes Anglo—Amgrlcan condominium would have exercised a veto over
heyS o.rda‘l other countries in combination for the first five years (p. 3). This was
teen?}ll , ‘an at’fempt t.o recover the advantages which were enjoyed in the nine—’
o ;entury . In his merflorar}dum to the US delegation he proposed that it
¢ set up by the US ‘and its possessions (sic)’ and the UK and the British

Commonwealth (p. 15). Hi i ici
: . . His design anticipated that Britain
voting bloc that would include its Dominions and Empire: would control 2
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[T]he great advantage [with this arrangement is] that the United States and
the United Kingdom ... could settle the charter and the main details of the
new body without being subjected to the delays and confused counsels of an

international conference.
(p. 15)

A system such as he had in mind would preserve ‘the historical continuity of the
sterling area in the same form and with the same absence of restraint as hereto-
fore’ (Horsefield 1969: 17). While both Keynes and White wanted restraint on
the movement of capital, Keynes feared above all a flight of capital from a weak-
ened Britain to the US and therefore appealed to a common transatlantic culture.
His strategy required the continued subordination of the Empire, that Latin
America be discounted and that the Soviet Union be entirely excluded. He
sought to ensure that the Empire would be a voting bloc for the future world
order, enforced by an alliance with the US on equal terms so_;that each would

have an Empire to rule post-war.
The limited common perspective that united Keynes and White against the

view of Wall Street led them both to discourage capital flight. But since the .

1980s even that has been discarded. The very coercive authority that White had
wanted to vest in states to resist flight is now employed by the Fund and Bank to

encourage it.

The acceptance of coercion versus silence

The fact that coercive flight is not ordinarily investigated arises not just from the
nature of the discussion in political economy, but a failure to observe, itself a
form of coercion, and an agreement not to see. Bourdieu (1987: 194-195;
Bourdieu and Haacke 1994) speaks of ‘common knowledge’, ‘everyone knows’,
as preventing any serious discussion, for what passes for debate is actually a set

of coded instructions. This language of power universalizes a particular set of
interests that are claimed to be the interests of all, even though they only
represent those of a tiny elite. Euphemism is understood in Bombay where the
threat of violence is explicit at the time of extraction of value from labour, and
the subsequent unstated threat ensures the good behaviour of the journalist, and
therefore the opacity of all public record. This is evident in the absence of public
discussion about the source of Indian or Russian wealth now in London, or in
the City’s business of private banking. So many around the world have been
impoverished and their land and water ruined; perhaps we might ask not only
whether a surplus was extracted, but where it has gone.

Notes

1 I am indebted to the New York Public Library for access to its collections; and espe-
cially to Jay Barksdale who has enabled me to do my research and writing at the

splendid Wertheim Study.

3

Mumbai, to the UK and the US, © €y in which I was born and grew up, now

Ih i

o ;lx(/ie;l ;a(rlsl:irn grgued that there has been too little examination of international private
2 ivasan 1?)95%1;1 dapgi that' the laundering of Indian wealth by sending it

Vasan 2007} Y India’s pusilianimity and by the rapacity of the West (Srini-

The latest manifestation of such concealment is internet pornography, i.e. the traffic in

ttrz:;)nsfer t(})l the internet and sale there, enabling a
: € buyer that renders those loi

powerless just as those who exploit the o crted even more

Examples include the removalpof id AT Shay 1o o mtable.

oqtmde Calcutta, the removal of th

Klng of Burma to Ratnagiri.

A piston rod, for instance

in i . ion fi
formant, the senior officer of flag rank dealing with logistics at the time) rom my

Even when suppli i i i

Bali ggfyarff,pfﬁ??n”vfffeé“v’fe‘i?iﬁf?é‘i?i%“tﬁfolﬁﬁﬁ’ Frm such a5 M 8 By
ﬁlcclisgle é‘r;)hn; ;i;e;/i 1for spares for Fhe Kamov-28 helicopter was a tripartite one which
tored bt e y named Banking Investment Saving Insurance Corporation, regis-
Capital flight occurs in advanced Western states such as the UK, but very differently:

g g ng conces
overnments Ina) pelnnt Ie al tax a'OIdance b) the IlCh’ SUCh as allo“ 1 g

eqn§istent net capital flows; by contrast, in
arising from the collapse of state authority.
Jersey, Guernsey and the Isle of Man.

iozlebOf these Territories are not tax havens

ed by John Christensen of Tax Justice N i

. ' etwork, Austin Mitchell

g;;rlrslffn}; ia)lgi nl:(r;istior Prim hrsllll\(/[ka’ Professor of Accounting, UniversityN{)I; Efg;e)((} e
tant Attorney Jo 08Cow, quoted in the Observer, 22 Sept .

;J?,Gc;ied in Submissions to the Clothier Committee Jersey’s Revie,'w Pazgleg;b;;alcgga o

g oo negnl;ne.?é{ 26 June 2000, http://.visar.csustan.edu/aaba/Jerseyclothier.html e

Pt r:lu alr}g, Ugland House in the Caymans, was the sole registered office of

an:i . pRmes as of March.2008 through its only tenant, the law firm of Maple

Us s T {J eport to the Chairman and Ranking Member, Committee on Finap y

o nate, US Government Accountability Office (GAO 08 = 778)), ww sov/

ew.1terms.d08778.pdf (downloaded 10 December 2011). - gRo-gov
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15 These fluctuate sharply; those from Switzerland have consli)s‘ﬁrltly ‘t;eendp;)(s)i(;;\;? ggsi
) i 137 billion at end- ;
illi d-June 2009, down considerably from $ .
?rléllii)rllr:faﬁg have been negative for the UK; and those from Luxembourg have varied
iderably. . .

16 g)onlf;geé? C}(IJmmons Justice Committee — Eighth Report Crowaneg%%(;enI(—:Ilés 1%7167{
oral evidence on The Work of the Ministry of Justl(_:e, 7 Octol 66:;l 20 (’d ownloadeci
publications.parliament.uk/pa/cm200910/cmselect/cmjust/56/5606.

11 February 2014).
17
i here are many men who
eration of money. Do we not kngw that t .
gefitd;i?vgfo czfldeed hardly wait, the event of this prosecut10t111’,y tcf)\ le:hl:(c)(s)irigtg)lﬁ
’ i ired by the oppression of that country, for :
corrupt wealth of India, acquire 1 . o oo oo
iberti i Parliament with men who .
of all the liberties of this, and to fill the th 1 now the object
its indignati t Britain prosecute the qu
dignation? To-day the Commons 'of Grea duen
gg ﬁlsd;:: t(%flmorrow the delinquents of India may be the Commons of Great Britain

18 www.ft.com/cms/s/0/e20829f0-479a-11dd-93¢ca-000077b07658,dwp_uuid=a6dfcf08—
9c79—.1 ida—8762—0000779e2340.html (downloaded 29 July 2008).
19 N
i i i hrough the participa-
... which has been debated is the investment ¢ 2-
81:; 1(1:2’?;?]15"111\1) ro‘:lvte by Flls. The Government is of the opgué)g él;at as gg;ﬁl?}lﬁs
i i i ity they issue PNs to an can
tain records of identity of the entity they s 0 and o this
i y to persons w.
i tion. ... Further, PNs can be issued or trans erred ,
:'22?11121tzcioby an appropriate foreign regulatory authority. 'The Eels,:;et OB;l:lllct :
concern is that as PNs are tradable instruments overseas, this cou

i i i it di identify the ultimate holders of PNs.
layering which will make it difficult to identify the ?Reserve Mo 2009 356-357)

i downloaded 27 January 2014),
d Baker (2005), and www.gfintegrity.org, ( . : .
20 E;)gl:ﬁg leading iglternational authority, h'c'ls bec?n my guru in understanding not just
US policies and data, but so much about this entire issue.

21

Another problem in country attribution is that many U.s. §ecur1t1§s arle é:lslltlreg
directly abroad, with settlement and custody occurring at 1pterilla 110naest entral
securities depositories (ICSD).... Among the ten co;ntnestith tme tzlilreg o
i iti the most recent survey, five — Belgium, :
ings of US securities on : ; - Belgium, the Layman
d, and the United King
Islands, Luxembourg, Switzerland, Ut - e financial
i i i ties owned by residen
which substantial amounts of securi oy y :
zzrllftirrsielsnare managed or held in custody. If securities are issued 1nﬂtl)ear:erl,v2;
unregistered, form, the owners of such securities do not need to make them:
t &

i i i ion i ilable about them.
known, and typically little or no information is av& B o e ank 2013: 10)

. ce.
22 (Section 871(h)) Internal Revenue Code United Stateis I[Interrllall{le%:liréuseeiircv;c
i ited States Interna .
2)(A)) Internal Revenue Code Um.te S tert o
3431 ﬁg ;/sl (;Zlgls)(}llzr)ne, ‘the low price of labour in every nation’ that enables poori:ﬁ :ti::/ o
und::rsell the richer in all foreign markets d(Hun}[e.: 17158;;3:3&5:;;:;& e apprech
i ings from trade, national ¢ . er 2
ces ensured the greatest earnings fi rade, ' pprest
E‘f:: as trade remittances increase, raising prices and making each country ean{ctlt\lz ; o
ing trade remittances and an appreciating currel?c}; t!esid e;:q(;r;;gn equiiibrium
] —publi diture—price inflation
—trade—currency value—public expendit ce iry -
svrézezrgued Hume, entirely self-correcting, since equll,lbrlu.m must aéwazrisnt:: r;: o
on i’zs own — ‘prices adjust until supply equals demand’. This claim abou

trade was thereafter applied to the flow of capital.
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