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This paper examines different facets of accountability in India. It proceedsin three sections.
Section 1 (p1-5) discusses some theoretical issuesin the relationship between democracy and
legitimacy and argues that the relationship between these two concepts is contingent. In order to
produce accountable ingtitutions this gap needs to be bridged. But this gap can be bridged only by
taking into account the regulative idea of palitics citizens operate with. Section 2 (p.5-9) looks at two
features of the regulative of ided of politicsin Indiathat have enhanced the gap between democracy and
legitimacy. Section 3 (p.10 -36) looks at different institutional aspects of accountability and treatsin
turn questions of ingtitutiond design, eectora accountability, delegation, socid mobilization and
decentrdization. The paper treats dl of the questions smultaneoudy because its central argument is that
these different aspects of the accountability problem are related and attacking one in isolation aone
does not help.

SECTION ONE

Accountability, Legitimacy and Democracy: A Theoretical Point

The notion of accountability is admittedly very complex. At avery prosaic level accountability is
often defined as the ability of one actor to demand and explanation of another actor for its actions and
reward or punish the actor on the basis of its performance or its explanation (Rubin, 2005; Shepde,
2000). But this conception of accountability invites some prior questions. First, why do we care about
accountability? One can give various answers to this question. At aminimum we care about
accountability for prudentid reasons: if we could not hold actors whose actions impinge upon our lives
accountable it is very unlikely that our core interests, however defined will be protected. One could care
for accountability for mora reasons. The ingbility to hold actors whose actions affect is a violaion of our
mord standing and worth asindividuas. It places usin relations of asymmetry to other actorsin away
that fall to do justice to our equal mora standing. Second, even if we agree that there are many reasons
to care about accountahility, there is the immense chalenge of reconciling competing claimsto



accountability. Firg, thereis a question of ddinegting lines of authority: Who should hold whom
accountable and on what terms? Even if we had an answer to this question, there is the practica
chdlenge of designing indtitutions that make accountability an effective notion by indtituting a system of
credible sanctions and rewards. Later on in this paper | will giveatour d’ horizon of how inditutions of
accountability have fared in Indiain recent times. But | want to set the context for that discussion by
rasing a couple of theoretica pointsthat will | hope give some darity to what is & stake in discussons
of accountability.

Any discussion of accountability, especidly in democratic societies, misses agood ded if it does
not begin with some account of the relationship between two key concepts. democracy and legitimacy.
In many discussions the relationship between these two concepts remains obscure and often leadsto a
fundamenta confusion over the requirements of good governance. Indeed, it is my contention that the
fundamental challenge of creating accountable institutions is to bridge the gap between
democracy and legitimacy. But bridging that gap requires two things. It requires properly designed
ingtitutions which is the focus of the second part of the paper. But is dso requires an gppropriate
conception of palitics, an account of the norms and expectations that citizens bring to their politica
conduct. In thefirst part of the paper, | briefly eaborate on this point.

What do | mean by the gap between democracy and legitimacy? The association of the two
conceptsis largdy contingent. The concept of legitimacy concerns the reasons persons who stand
in particular political and social relations have for accepting those relations. Understood
normatively, legitimacy involves and answer to the question: Are palitica relations in which citizens sand
to each other or to those who exercise power over them acceptable to them? To put it in dightly more
utopian terms, the modern understanding of legitimeacy isthis. Legitimacy obtains when the terms of the
politica relations, the reasons given for the exercise of palitica power are mutualy acceptable and fredy
chosen.

Democracy is, in the first instance, a way of constituting and regulating political
relations, and the powers they constitute, such that these relations receive popular authorization.
In order for this authorization to be meaningful we tipulate certain baseline conditions. The fundamenta
vaues of freedom, political equdity and publicity enshrined in democratic congtitutions describe the
conditions under which popular authorization can meaningfully take place. Giving popular authorization
fullest expression through representetive inditutions is an enormoudy complicated task and | shdll resst
the temptation to talk about this matter here. Rather | want to focus on the gap between democracy and
legitimacy. Although there is some overlgp in the two concepts (they both acknowledge the vae of
political equality), these are neverthel ess separate concepts whaose relationship is contingent.

A proper theory of democratic governance will have to connect two things. It will have to
connect apolitica practice, namely popular authorization with astandard of justification, the idea of
mutua acceptability. To put it bluntly, democracy can be regarded as a source of legitimacy if
democracy can be conceived of as routinely producing justifications for policiesthat all can



accept. The question isthis: why will practices of popular authorization produce modes of governance
that al can freely accept? Isit necessary that democracy will produce mutualy acceptable justifications?
The chalenge for any conception of accountability isto show how practices of popular authorization can
be made to produce policies and standards of judtification that are mutualy acceptable to al citizens.
Popular authorization done cannot bear the burden of legitimizing the exercise of governing power.
Indeed, on the account suggested above it is possible that citizens may experience a certain kind of
dienation even from a political process where practices of popular authorization are well established, if
these practices do not produce outcomes that are mutually acceptable.

There are many ways of explaining the gape between democracy and legitimacy. Mot of these
explanations focus on the ways in which the workings of popular authorization are distorted by the
operations of power in any given society. On the view the practice of popular authorization does not, as
theided would lead usto believe, happen in the context of freedom, equdity and publicity. On the
contrary, actua democracies work in the context of agood of socid and economic inequaity and
manipulation that in turn bears upon democracy itself. Other explanations focus on the ways in which
the ingtitutiona organization of power within democracies can impede the production of mutudly
acceptable agreements. Thereis much truth in these cautionary tales as the empirica study of any
functioning democracy will reved. But these accounts miss out on one important dimension that | would
liketo stress here. For democracy to realize in political practice the requirements of legitimacy, it
is necessary that those participating in democratic politics share common beliefs about the
aspiration of democracy: reaching mutually acceptable agreements. These shared beliefs about the
ams of democracy must shape political conduct. It isimportant to stress, that there is nothing intrinsic
about the practice of democracy to suggest that citizens will in fact share the ambition of reaching
mutualy acceptable agreements.

The palitical theory of democratic legitimacy relies on aresource that democracy itself cannot
produce or secure: the practica and regulative am of those engaged in democracy to reach mutualy
acceptable agreements. How and when do democracies reach the point where citizens orient their
conduct according to this regulative ided of seeking mutually acceptable agreements? Democracies, like
India s for instance, can be stable for avariety of reasons. for instance, the contingent balance and
fragmentation of power amongst different groups may enable practices of popular authorization to take
place. But the fact that a democracy isinditutiondized does not entall that citizens share some regulative
idedls about democracy. But this poses a challenge for any conception of accountability. For if citizens
themsdlves are not motivated by the desire to find mutually acceptable agreements, but look upon their
relationships competitively, what content can we give to the notion of accountability? | want to
emphasize one point here: democracies can be quite stable and flourish because of competition between
groups. But whether these democracies produce socid and politicd relaionsthat are acceptableto dl is
another matter. For accountability to be possible the practices of citizenship, the ensemble of values by
which citizens orient their conduct towards each other, must take on board the desire to find mutudly
acceptable agreements. Otherwise the core question of accountability - accountability to who and what
terms — cannot be answered. In short, if citizens do not aspire to live in aworld governed by terms that



al can fredy accept, then it is difficult to give theoretica and practica content to accountability.

The political theory of democratic legitimacy relies on a resource that democracy itself cannot
produce or secure: the practica and regulative aim of those engaged in democratic policesto reach
mutudly acceptable agreements. Democracy cannot itsaf produce this aim because the public reasoning
of free and equa persons does not of its own accord tend to end in agreement. . Democracy cannot
itself secure this am because the vadues of equdity, freedom and publicity that condtitute the democratic
ided are not themselves sufficient to motivate pursuit of this aim to reach agreement isto grounded only
in terms of the values of equdlity, freedom and publicity that are intringc to an ided of democracy itsdf,
much more needs to be said about how apped to these vaues might ground the aim of pursuing
agreement. Each of these vaues can be interpreted in divergent ways, and what isrequired for the
redization of another , say equdity. Thus, while the apped to these values furnishes important common
ground, it isfar from clear that disagreement will not range widdly within this shared pace. The very
ided of interpreting freedom, equdity and publicity in such away that they support the aim of reaching
agreement itsalf seems to presuppose thisaim. If the aim of accountability isto produce policies and
relations we could, as citizens freely accept, then citizens have to be governed by the desire to
find mutually acceptable agreements. For democracy to produce agreement more is required than
that its participants share important but broadly concelved substantive palitica vaues; they must share
the regulative am of reaching agreement by coming together to reason publicly as fee and equa
persons.

Whether or not citizens find the idea of mutualy acceptable socid relations attractive depends
on what kind of social world they are attracted to. What makes the idea of |viign in a society governed
by mutualy acceptable agreements attractive? Here is a abstract sketch of an answer. One contrast that
illuminates the intringc normative pull of thisided isthat between aworld in which dl are to some
degree dominated by their unregulated association, and one in which dl are engaged in the shared
project of trying to make each equaly free. Here domination (or un freedom) is understood as
unjustified pervasive coercion or influence : a person is dominated, politicaly soesking, when sheis
affected by the actions of othersin significant an pervasive ways for reasons she cannot accept.
Domination is dissolved, and freedom achieved, when dl who share a socid world can accept the way
thisworld is condtituted. Thusthe idea of freedom is closely tied to a conception of socid autonomy as
the deliberative control of the most sgnificant circumstance of life. Those who subscribe to thisidea do
not want to experience the forces that structure their lives as alien, beyond their contral, or arbitrary.
Thisgod has been centra to the enlightenment conception of the technica control of nature through
scientific knowledge. But the exercise of deliberative control over the main circumstances of our livesis
aaso socid task, one that, unlike the technica control of naturd forces, can only be achieved through
socia cooperation with those with whom we share socid worlds. The pursuit of this god does not
require that we completely agree in interests or ideals with those with whom we share the socid world,
nor does it presuppose that the socid world is plastic, malesble or transparent, It does require,
however, that we undertake to remake the main orders that organize our socid existence so that dl can
accept their main effects. Thisisa socid project that hasitsindividua rewards for al concerned, for



only through struggling to redize the goa of cooperation can we come to inhabit asocid world that
does not thwart our efforts to deliberately control the main circumstances of our lives.

Another dimension of this contrast is between competition and solidarity as ways of reaing to
persons with whom one share socid  worlds. To fail to offer those with whom oneis unavoidably linked
judtifications for actions that sgnificantly affect them isto refuse abasic form of recognition, the
recognition of others as independent person who conceive of themsaves asfree and equd. It isinstead
to treat them in the way one treets a person with whom one stands in a competitive relation. In
competitive relations, each party seeks asymmetrica advantages over others that alows the stronger to
bypass the consent of the weaker to force them to accept disadvantageous terms of interaction. . In
cooperating with others, on the other hand, we take into account not only our own good but also their
assent to our conduct, which perspective centered on our own advantage-a self —centered perspective
—with a perspective from which the good of others matters. Socid interaction is not treated merely asan
opportunity for individual advancement, but as a context where al can gain a once, and , in so doing,
perhaps gain socid goods different fork and even greater than individua goods.

One such good is a sense of solidarity or civic friendship with those with whom one shares the
socid world. These associates have not been treated as competitors, nor have the consequences of
being unavoidable and sgnificantly linked to them merdly been ignored. Instead, they have been taken
into account as free and equd, independent persons and their garments has thus been sought. By
addressing those with whom we are linked in socid interaction with reasons we expect they can willingly
accept, willingly, that is, given both the shared goa of cooperating and the specific circumstances of
interaction, we aim to shape the character of our relationship. We want them to accept these reasons as
amember of a cooperative relationship and from afellow cooperator. In other words, in offering these
reasons we seek to smultaneoudly recognize others and to secure their recognition of us as co-
operatorsin asocid relaionship. We want al to consent willingly to the terms of socid interaction only

because each has good reasons to accept these terms, and “not just the kind of reason one might give
to an enemy for wanting to defeat him, which is not intended to give him areason not to ress. “ Those
engaged in the on-going project of trying to redlize the cooperative ided thus stand towards each other

in relations of reciproca recognition and mutud that gives concrete meaning to thetoo often vaguely
conceived idea of socid solidarity.

In redlizing the cooperative ided, socid relationships and the very structure of the socid world
are tranformed, making it a place more hospitable to many important practical idedls. Those who
gpproach the orders of their socia world and the relations they structure instrumentaly, seeking to
maximize ther individua advantage, are not & home in thisworld: its orders are experienced as
condraints on action, given conditions within which to pursue gods. Those, on the other hand, who
participate in the on-going process of identifying sandards that dl in their society can mutudly accept



and structuring the socid world to satisfy principles that can be justified by these Sandards, inhabit a
socia world they have made to reflect their will, opinions, and interests. They are a home in the socia
world for thisworld for thisworld is sructured reflect and enable their freedom.

| have emphasized these theoretica consderations because too often in technical debates over
accountability we lose sght of the overdl normative underpinnings of accountability. And these depend
on the practices of citizenship.

SECTION I

Accountability Legitimacy and Politics: The Indian Case

In light of the foregoing considerations | will divide the discussion of the Indian case into two
parts. Inthefirg part | offer some brief reflections on how the practices of citizenship have impeded the
cregtion of accountable ingtitutions. In the second part, | turn my attention to more ingtitutional aspects
of accountability.

In this section | will not dwell upon the manifest success of Indian democracy, but instead ask
the question | posed in the previous section. Do the practices of popular authorization produce policies
and judtifications that are acceptable to those affected by them? | argue that this question is difficult to
pose, because Indian democracy, deeply entrenched and competitive asit is, is not governed by a
shared ided of finding mutualy acceptable agreements. Instead of thisided, politicsis marked by a
conception of competition in which to hold the state accountable it to gain access to its power and the
goodsit provides. It is not to produce a palitics of accountability to dl those affected by the Sate's
decisons. | argue that compstitive ided of paliticsisaproduct of two things. first, historical legacies of
inequaity and second, a particular conception of the state. These inflect some of the parameters by
which the state is held accountable. But taken together they impede the creation of a society where
people are governed by relations they find acceptable.

Democratic aspirations are in some senses tied to the idea of equdity. The idea of equdity is
complex and immediately invites the question, “Equdity of What?' Income? Wedth? Politicd Equality?
Opportunity? But understanding the palitica trgectory of Indian democracy does not require beginning with
an answer to this question. In any society, especiadly democratic ones, the meaning and scope of equaity
will be fiercely contested and will be the basis for ideologica divisons. Rather, it is the psychologica
impulses that lie behind the demand for equdity; the existentid burdens that any demand for equdity seeks
to address that leave thelr imprint on politics. The variety of sructures, caste, dass, patriarchy, that maintain
and reproduce inequdity are dl too familiar, and Indian society exemplifies many of these to an
unconscionable degree. But inequdity is not amply a structura condition in which people find themselves;
acondition measured by such objective indicators as Gini coefficients or development indices. Inequality
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is resented, and becomes sdient for palitics, because it is experienced exigentia burden that inflicts complex
psychic cogts by diminishing a sense of sdf. Not dl forms of inequaity are unjust. And the waysin which
the experience of inequaity shapesthe sdf isacomplex subject. But fundamentaly inequdity imposesthe
profoundest exigtentid burdens when it seen as denying individuas the minimum regard due to them, or
when it congtantly puts them is Stuations that are experienced as humiliaing.

It is now a commonplace observation, thanks largely due to Rousseaul who most vividly wrote
about the psychic burdens of inequdity, that most human beings, unless they have been dehumanized to an
unimaginable degree, place some vaue upon themsalves. This does not mean that they are sdfidh; it israther
that they place some value upon themsaves and wish that this vaue be somewhere affirmed. The
ingtitutions and practices of most inegditarian societies deny individuds this basic form of recognition, the
recognition that they are vauable in some sense, that they have some mora standing. In most societiesthis
quest for having one sworth affirmed will take debased forms. The only way in which you can secure others
acknowledgement is either by seeking to dominate them, or by putting a convincing show of atributes and
accomplishments that are capable of winning the acknowledgment of others. Thisis because the only way
you can get acknowledged is by having power over them, by being able to say, “I know | am worth
something, because | have power over you.” Those not in a position of being able to dominate secure
acknowledgement in other more sdf debasing ways. They say something like, “Pay attention to me, because
| can make your comparative sense of self worth even more pronounced by debasing my sdlf for you, by
flattering you.”  Inegditarian societies where there is no public acknowledgment of individud’ sdf worth
will be characterized by both a fierce competition to dominate, and paradoxicadly, an exaggerated sense of
sarvility. These are the two strategies of securing acknowledgement. Both desire to dominate and akind
of saf abasement, Rousseau suggested, would lead usto lead inauthentic lives: lives that were not governed
by vaues our concerns that were properly our own. Such societies would aso give individuas frequently
reasons to consider their salf respect injured: inegditarian societies will routindy humiliate it members.

The aspiration to democracy isin part an agpiration to have one s mora worth acknowledged. The
charge that an arrangement or a set of proceduresis*undemocratic” carries moral resonance, not smply
because it describes a faulty procedure, but because it is accompanied by the sentiment that in being
undemocratic someone s mord standing has been dighted. Acknowledgment by others of your mora worth
isat least partly condtitutive of an individua’s sense of salf respect. A sense of salf repect is necessary to
have afirm sense of one's own vaue, to have the conviction not only thet life isworth living but worth living
well. The absence of sdlf respect can be corrosive; it can make most pursuits meaningless.

In some senses, equd voting rights are a dramatic expression of individud’s mora worth. But
unless the collective arrangements of society give individua's the minimum bases for socid sdf respect, of
which the equd right to vote, isjust one aspect, society islikely to be characterized by an odd combination
of afierce competition for domination on the one hand, and abject servility on the other, and when neither
Succeeds, violence asaway of announcing ones mord standing. What indtitutions and objectives can satisfy
the minima requirements of acknowledging people€ s mord worth is a debatable one. But a the very leedt,
freedom from abject necessity, remova of invidious and humiliating forms of discriminetion, some equdlity



of opportunity and access to set a of goods that are minimal requirements for being a capable agent in the
modern world. The greet liberd hope, embodied in the Indian condtitution, was that ameliorating serious
materid deprivation, and an effective equa standing in the eyes of the law would go some way towards
mitigating the desire to have one' s worth affirmed, either by dominating others, or by having one's own
sense of sdf fashioned by what we think might get others attention. Indeed, arguably, if the basis for socid
sef-respect is adequately protected, the existence of other inequalities might matter less, because they
could not be used as a base from which to dominate, despise, or negate others.

Conceptudly spesking, there are many different ways in which, equdity of mord worth can be
affirmed. One might say, for ingtance, that we are equd in the eyes of God. Within Indian higtory, rdigious
traditions, and traditions of dissent, these modes have dways been avallable; but they did issuein effective
and enduring demands for ordering the texture of socid relaionships. It is not indeed an impossibility to
assart both that we are equd in the eyes of God and that a hierarchical socid organization such as caste is
defensble; indeed the theoretica radicalism of so many clamsto equality in the past was compromised by
their practical conservatism. It can be granted that Indian history provides at least some conceptud
resources for affirming equality. But the introduction of democracy is radica. Democracy is a way of
affirming human dignity by granting individuas civic sanding, In a democracy the desre for having one's
mora worth affirmed, for emptying socia space of humiliation is given open socid legitimation and
expresson

But, paradoxicdly, the struggles to affirm one’s mora worth do not necessarily take the form of a
demand for judtice. Indeed, if Rousseau's diagnoss is plausble, the desire for having on€'s worth
acknowledged can expressitsdlf in dl kinds of debased forms, ones that require debasing others. Indeed,
the paradox is that while individuals and groups can be acutdly conscious of society’ sindifference towards
them, they can, in turn be acutely indifferent towards others. Indeed, you would dmost experience thisto
the casein highly inegditarian societies. The only meaning empowerment has in such a society is power
over others, some claim of power or privilege or access that sets you gpart, rather than a generdly shared
sense of empowerment as such. The paradox is that the more unequal the background institutions and
practices of society, the more likely it is that politics will be a struggle to displace the holders of
power rather than an ambition to bring about social transformation. The struggle to move a head will
not be a common struggle for justice— for little commondlity exists — but a competitive quest for power. A
society that is adept at humiliating its membersis, as Rousseau convincingly argued, more likely to make
them adept a humiliating others than it is to teach them about justice. This perhgps explains one of the
paradoxes at the heart of Indian politics. There are few other democracies where the universdist language
of injudtice, rights, even congtitutiondiam is 0 profusely used and has become part of so many paliticad
mobilizations. But it is a Sratagem for particular individuas or groups to gain access to power, not an
acknowledgment of the due clams of dl. Discourses of law, congtitutiondism, rights, justice, obligations,
do not signify that a particular set of vaues are being taken as authoritative and these set genuine mora
congraints for individuas. Rather, they are the languages in which particular grievances are expressed or
interests advanced without the least acknowledgment of reciprocal or paralel interests and grievances of
others. A sense of judtice towards someone presupposes a sense of reciprocity, it presupposes that you



acknowledge others. The more the socid distance, the lesslikely that such reciprocity obtains. It is quite
possible for a democracy to experience great clamor for recognition by particular individuas and groups
without these resulting in diffuson of norms of judice. Thisfollowsthe generd pattern of the waysin which
Indian society has been democratized. Democracy in India has advanced through the competitive
negotiations between groups, each competing for their interests, rather than, the diffusion of
democratic norms. It is, in some senses, a contingent outcome of social conflicts, not necessarily a
deep seated norm. The purpose of political mobilization has not been to make the state more
accountable but to get access to or sharein its power.

This conception of palitics was mogt dramaticaly manifest in the way in which ditizens often
thought of the gate. Given the commanding presence of the State, underwritten by an ideology of Sate led
development, access to Sate power became, for good or for ill, the principa means of improving the life
chances of individuas. In an economy with dow and duggish growth, averaging under three per cent, the
state became a disproportionate provider of opportunity. Even access to opportunities and resources
outsde the state were mediated through state influence. Indeed, in one sense palitics, through access to
dtate power has become the swiftest route towards socia mobility. In a strange kind of way, compared to
the market, or educationd inditutions, politics of dl kinds, from the most ambitious aspiration for power,
to the interest in gaining smalest benefits, came to be seen as a surer route to socid mohility. Accessto the
date gave jobs and a likely class status that was better than anything avallable outsde the Sate; the
discretionary power the state conferred on al its officids, was experienced by many as empowerment, or
a least an escgpe from the subordination that resulted from being a the recelving end of that power. Access
to State power was about the only way of ensuring that one counted for somebody. Big scams do not tell
the red sory of the connection between corruption and socia mobility. It isthe thousands of petty fortunes
that are made through the State that seemed to most citizens a surer bet of improving their class satus than
the uncertainties of a market. One of the peculiar features of Indian society has been that politica power
became dmodgt the sole means of socid mohility. Is there any other sphere of activity thet isless dratified
and more representative of Indian society than politics?

But the consequence of the growth of the state and its undoubted successin producing akind of
socid mobility is attended by aparadox. This paradox is, namely that once the Sate is seen as ameans for
socid mohility, it isnot, for the most part seen asthe provider of public goods. The date is adjudged to be
successtul, the more opportunities for large numbers of private individuas it can create through its own
gpending: if the number of government jobs expands for instance, even when not required, thisis adjudged
to be a palitica success, regardless of the opportunity costs this form of job creation imposes on others.

The date exigs primaily to satidy the privae interests of collusve interest groups. Although it is
undoubtedly true that the dominant proprietary classes will have a disproportionate share of the Sa€e's
resources, there is enormous fluidity in the nature of socid groupsthat have at different times gained access
to the gate. But the net result was that dmost never has that state been governed by a public philosophy;
it israther ahigh sakes competitive game in which individuds or groups seek advantages on particularistic
lines. Theraison d'etre of politics, the ams of public representation are no longer to respond to fundamental
issues impinging upon common life but to organize the &€ s power in such amanner thet its resources can



be channdled in the direction of particular groups or individuas to protect their exclusve interests. The
cumulative impact has been aview of the state and congtitutiona fabric that see them as inditutions to be
manipulated according to particularigtic interests. One can gppropriate Hegd’ s melodramatic phrase, ‘the
date exigs no longer.” What Hegd meant in his context tha the state and congtitution were being
manipulated to serve particular interests that the decisions that emanated from it did not carry the necessity
of principle, but only the arbitrariness of expedience. To be sure, there are restraints interna to expedience,
but how effective these restraints are will be a matter of some concern. It is extraordinary that the
association of the state with the “public” or the state with the “ common” the two sustaining associations of
the state are wearing o thin.

Thisform of comptitive politics can, as| argued, produce an equilibrium that sustains democracy.
But it is quite compatible with awide gap between democracy and accountable indtitutions. And this ggp
can be bridged only if citizens transform their conception of what politicsis about.

SECTION Il
Accountability: The Ingtitutional Story.

To begin with we operate with a basic and smple concept of accountability: For aperson or
ingtitution X to be accountable to an agent Y isfor X to act on behdf of Y, and for Y to be empowered
by some formd or informa mechanism to reward or sanction X for their activities.

While the basic concept is Smple, the inditutiond expression that makes accountability effective isfar
from smple. For one thing, the range of principas and the agents to who they are accountable is vast.
Second the mechaniams for diciting accountability are complex. For example, removing awhole range
of regulatory tasks from the direct control of eected representatives is often thought to reduce
accountability. Regulatory agencies like the Securities and Exchange Board of India, or the Reserve
Bank, or the Telecommunications Regulatory Authority are delegated specidized tasks over which
elected representatives exercise only very indirect control. But ceding direct control can enhance
accountability rather than diminish it. Independent agencies such as these increase the ability to commit
to desirable policies and increase trangparency in the sense that specidization makes the agent
responsible more easly identifiable. In this sense accountability is potentially enhanced rather than
diminished.

There are few smple formulas for designing accountable indtitutions. Thisis because thereisa
series of tensonsinternd to the concept of accountability. The autonomy required for an agency to act
properly on our behaf may beimpaired by the structure of sanctions we impose upon them. In
elections for example it is notorious thet there is a trade off between seeing eections asadeviceto
sanction the behavior of incumbents and seeing them as a screening device for selecting the best
candidates. Trangparency is sometimes in tenson with responsiveness and representation in tension
with both. The crucial point isthat harmonizng the different components of accountability
cannot be done by conceptual fiat. It isan empirical matter addressed by institutional design and
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the concrete work of politics. A proper discusson of accountability requires that, & a minimum,
atention be paid, both to the forma indtitutiona mechanisms by which sanctions can be effected and the
collective actions required to ensure that these sanctions are effected. The notion of accountability
mentioned above raises two sorts of questions: How does the design of indtitutions provide the
opportunity to hold policy makers accountable? What are the incentives and mechanisms of
accountability? The second sort refer to actions of the principasinvolved: What are the forms of
collective action that are required to take effective advantage of the opportunities that institutions
offer? These questions are andyticdly distinct but related at the same time. Often citizens will not
engage in public action if inditutions are desgned in ways that makes their prospects of responding
remote. On the other hand public action outside the forma confines of inditutionsis, in democracies at
any rate, aggnificant incentive that shapes ingtitutiona behavior. Our suggestion is that any study of
accountability tackle both aspects smultaneoudy. In this paper we can do no more than suggest some
of the questions that such a study ought to address. We divide this paper into two parts. In Part one we
focus effecting accountability through public action. This part of the paper has three steps. In step one
we examine how the electoral process manages or fails to produce accountability in India. We focus
on the strengths and limitations of the eectora process in having an impact on policy formulaion. We
acknowledge that dection and participation in regular forms of paliticsis only one form of public action.
Accountability can o be generated by numerous others kinds of public activity: NGO's civic
associations, the mediaand so on.  But our focus here is on palitica mechanisms. In step two we
examine the relationship between collective action and economic accountability and conclude that public
pressure has been largdly ineffective in forcing the state to make provision for public goods. In this
section we illugtrate the ambiguous and contradictory nature of the politica processin India by looking
at itsimpact on recent debates over economic policy. Step three makes an argument about
srengthening palitica accountability through decentraization of formad politica inditutions.

In Part Two we provide a framework for looking at the micro dynamics of accountability in
India s leading indtitutions. We dressthat thisis, asyet aframework an not an argument. It can be used
to generate research questions and is more in the nature of research aproposal. But we fed thet thisis
amongst the most neglected aspects of the study of policy making in India

The Importance of Institutional Design:

Although it is acommonplace observation that societies are well governed and well organized to
the extent that their public indtitutions can adequately manage the demands imposed upon them. The
Indian date, like al states, secures legitimacy and is held accountable through a diverse range of
inditutions: executives, legidatures, courts, police, regulatory authorities, bureaucracies, commissions of
inquiry, independent statutory bodies, development agencies etc. Sometimes a broad based ideologica
vison may impart to this myriad of interlocking inditutions, laws and agencies a degree of coherence
and semblance. But even under the most homogeneous of ideologica congtdlations these ingtitutions
often compete with each other, set bounds on what other indtitutions can do, interpret directivesin their
own peculiar way and provide the structures of accountability. Numerous studies of political and
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economic development in India have long recognized the important role the sate plays as an
autonomous actor -- i.e. its capacities to often act free from societa congtraints and manipulate them
and its capacities to set the agenda for society. In comparative politics, drawing from the insghts of
“new” inditutional economics (North, March and Olsen) and higtoricd indtitutiondism (Hal, Skocpol), a
congderable body of work exigts that emphasizes that ingtitutions matter and how. Combing the two
perspectives dlows an integration of micro incentive questions with larger structural questions (Weaver
and Rockman). Nonetheless, with the exception of the literature on central banks and more recently on
the judiciary, thereislittle sysematic andytica work on Indiathat examines the myriad of inditutions,
both formd and informal, the commitments to procedures, the forma and informal incentives within Sate
indtitutions, through which the sate is both congtituted and enabled to act on the one hand and
congtrained in its powers and capacities on the other.

Much of this neglect of the divergity of the inditutions within the Indian state, the mechanisms by
which they are held accountable, and the problems that arise from adverse incentives within inditutions,
has semmed from certain methodologicd prodivities. In Marxist or structurdist ingpired paradigms
which dominated the political economy of the Indian date, the state was smply considered
epiphenomend to socid forces. As such its own internal congtitution, rules, incentives and procedures
had a best margind bearing on outcomes. While there is a substantia body of literature that has
recognized the state as an important autonomous actor, it treats the "state" in aggregative and diffuse
terms. Although this literature pays consderable atention to the policy choicesthat states make and
demondtrating that the state can act autonomoudy from societal forces, comparatively little attention is
paid to the condtituent ingtitutions of the state itsalf. Economic gpproachesto the “state”’ have paid more
attention to the broad incentive structures that result from overextended and excessvely dirigiste states
but for the most part its focus has been to demonstrate how the state has been captured by interest
groups. The condtitutive inditutions of the state particularly in poorer countries, remain for the most part
a“black box”. There has been relatively little atention paid to the relationship between inditutiona
design and accountakility.

In the Indian case, take for example the indtitutions that enforce legal accountability. Agents
that enforce legal accountability include not only agencies of law enforcement like the police, or the
judiciary like the courts, but dso the investigative ams internd to bureaucracies and governments. In
India these indtitutions comprise of financia oversght bodies like the Compitroller and Auditor Generd,
investigative agencies like Centrd Vigiliance Commisson.

Thereisagenera consensusin Indiathese indtitutions of accountability, teken sngly and
callectively, have underperformed. The Indian Judiciary isacasein point. On the one hand the
judiciary has been extraordinarily active in caling the executive branch to account. The exploson of
public interest litigation has meant that the judiciary is a conduit through which citizens make the
executive accountable on awhole range of issues like hedth, sanitation, environment and socid justice.
But the overdl effectiveness of the judiciary is very much open to question. For one thing, asthe
limitations of public interest litigation has demondrated, the judiciary can a most provide immediate
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redressin a specific set of cases, but its power to generate enduring legidation that iswiddy enforced is
extremdy limited. But the main weakness of the judiciary has been its own judicial shortcomings rather
than its ability to sanction the executive branch. As the Maimath committee noted, using data from
India s Courts, there were a staggering twenty eight million cases pending in 1996. A survey of 1,849
companies that had pending cases in the High Court reported that fifty nine percent of these cases had
been pending for more than a decade. The causesinsufficient judicid performance are complex. Much
of the litigation arguably stems from poorly drafted legidation. The Courts inability to dispose casesis, in
part related to insufficient resources: “insufficient financia outlays of State Governments, lack of proper
manpower planning in response to workload increases, unduly cumbersome procedures of appointment
contribute to inefficient courts.” But most of the wesknesses are interna to the working of courtsand a
product of adverse incentive structures. Thereiswide varigion in the management of case loads
amongst different Chief Judtices. Other factors influence the disposal rates of cases consderably: the
extraordinary laxity in code of conduct of lawyers, the length of workday, norms of classfication and
alocation of cases amongst judges, the reiance on long ora arguments and procedures for taking
witness depositions, provisions for appedls, the schedule of court fees, the structure of payments to
lawyers can dl have vast impact on the performance of courts. All these measures, that were ostensibly
designed to render the courts more transparent have, by their cumulative effects, rendered them less
responsive.

The effects of judicid delays are momentous. Delays mean that the use of “extrgudicia
methods’ to dter the stakesin ajudicid dispute become more attractive, especialy since these methods
themsdlves are unlikely to be punished swiftly. The more extrgudicid ingtitutions like system of
patronage are resorted to as ameans of resolving disputes, the more fairness, transparency and
certainty are likely to be sacrificed. Uncertainty and delay in judicid decisions on economic matters
heightens uncertainty and raises the cost of investment. Politicaly, these ddays undermine the credibility
of the judiciary as awhole, because they give the pervasive impression that lega accountability can be
avoided. By and largethejudicid system has, because of its own internd micro-dynamics, been unable
to hold politicians accountable in an effective way. And politicians used to a system that protects them
from punishment are more likely to wesken the judicid system. Indeed, it is arguable that judicid reform
will be the lynchpin of any effective accountability. It isbeyond the scope of this paper to give a
detailed account of judiciad accountability. The example hereis meant to illustrate asmple point: the
micro dynamics of individual institutions can have system wide effects on accountability. A
gmilar argument can be made for awhole range of indtitutions of regulation (listed in Appendix One) in
Indialike the Controller and Auditor Generd, the Enforcement Directorate, the Revenue Service and 0
on. An interesting question to explore is the way in which inditutional design has enabled or impeded
accountability. | do thet later in the paper.

Elections and Accountability:

Indiais arobust and contentious parliamentary democracy. Elections are one of the principa
mechanisms of sanctioning the conduct of politicians in a parliamentary democracy such as Indiaand
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holding them accountable. But eections can often be a blunt instrument of accountability and the nature
of indtitutiona design can impact this process in different ways.

In order to hold governments accountable, voters must be able to assign clear
respongibility for government performance. But the ability to assign dear responghbility can be limited in
severd ways. Inthefirgt ingtance, voters need full information about how their representatives voted in
parliament on afull range of issues. It isarguable that in India voters do not have or do not seek much
of thisinformation about representatives.  The press and the public debate dmost never carry detailed
information about how members of parliament voted on particular bills or what legidation they
introduced as private bills. In some respect, thislack of information is not as serious as might first
aopear, because in a parliamentary system each individud legidator’ s record is less important than the
positions taken by the party. But even party manifestoes avoid catal oguing legidative accomplishment in
any sgnificant detail.

One particular aspect of the lack of information is particularly important in the Indian
case. Thishasto do with the time horizons of the eectorate by which they judge government
performance. Idedlly voters ought to be concerned about their welfare not only during the present term
of the government but aso the impact government decisions have on prospects of their future welfare.
This requires that they make inferences about the impact policy is going to have on their future welfare,
These inferences are notorioudy difficult to make and theories of voting behavior have tried to wrestle
with it. Theories of “retrogpective voting” argue that voters basicaly make inferences about the likely
conseguences of what government did based on whether these policies had beneficid impactsin the
current term of government.  The comparative evidence on thisismixed. In most economies
undergoing trangtion, it has been argued that voters treat inflation and wage leves inter tempordly (they
try and anticipate future gainsin these areas) but are risk averse about employment figures
(Pzewroski,1996; Stokes, 1996) There are however other sudies that claim the opposite (Rosg,
1996)

The question of the tempora dimension of accountability requires more study. But in the
Indian case two things are very clear. Firdt, theimpact of policies on well being isjudged less by
aggregate future expectations of the impact of policies. Notorioudy, aggregate measures like growth
have sldom been paliticd issuesin India Governments have routindy lost eections with high growth
rates. Because of the dominance of the agrarian sector, aggregate measures of employment have not
played apart. The one measure of well being to which the Indian eectorate is extremey senstiveis
inflation, especialy of essentid commodities. This measure affects alarge number of people, in adirect
and transparent way, but it aso indicates a preoccupation with present welfare rather than inter
tempora gains.

This has a profound effect on the incentives this sets up for paliticians. The time horizons
under which paliticians operate crucidly determines policy outcomes. Mogt interviews with paliticians
confirm that thisis how they understand their incentives. Paliticians have less of an incentive to enact
policies whose benefits are distant and uncertain. Arguably, this argument can be turned on its head: if
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the effects of palicies are distant and uncertain why don’t paliticians enact them? There are two
responses to this: one politicians are more likely to be worried about the particular interests these
policies hurt in the present than possible future beneficiaries. Second, even when present congtituencies
are not directly hurt by these measure paliticians have less incentive to pay atention to them. Most
Indian politicians operate with short time horizons; this makes them risk averse in that they are not
willing to sacrifice present condtituencies for possible future gains, unless those accrue within the time
horizon of the next eection.

Secondly, for reasons that Hamilton pointed out in Federalist 70 that accountability is
very difficult to assign in cabinet executives “But one of the weightiest objectionsto aplurdity in the
executive is that it tends to conced faults and destroy respongbility. The circumstances which may have
led to any nationa miscarriage or misfortunes are sometimes so complicated that there are anumber of
actors who have different degrees and kind of agency, though we may clearly see upon the whole than
there has been mismanagement, yet it may be impracticable to pronounce whose account the evil which
may have occurred istruly chargesble” In circumstances where the lines of decison making are
obscured, the questions of who isto be held accountable becomes notorioudy difficult.

The problem of assigning respongbility plagues not only cabinet government but the civil
srviceaswdl. A large class of decisons are “collective’ decisonswithin the civil service in the sense
that there are more than one signatories before afile can be approved. Often decisions are made
through “committees’ which makes accountability difficult. Ogtensbly committees serve to prevent
individud officers from acting arbitrarily. In practice the large numbers of committees make civil servants
dependent upon each other in that they know they will require the cooperation of their colleagues on
some future occasion. This leads them to sign on to decisions with which they might not individualy
agree. In doing 0, the decigon is granted collective legitimacy which makes accountability difficult. The
indtitutional mechanisms by which the line between one civil servant and another is blurred makes
accountability difficult (Das, 1998). The management procedures and the incentive structures of the
Indian Civil Service are such that individual responghility is very difficult to etablish. Indeed as a
general rule Indian institutions do not have clear lines of authority. Hence the lack of
accountability.

Third, in principa voters must be able to vote out of office parties responsible for bad
government. But the nature of the electoral system makes the connection between voter preference and
government formation more indirect. For onething, in afirst past the post system, the number of seats
that a party getsin parliament is not in direct proportion to the number of votes they receive; second
which parties form government is not a function of aggregate voter preference but of the way in which
votes are distributed geographicdly; third, under conditions where no party isin the mgority, the
making and unmaking of governmentsis even less adirect consequence of voter choice. Pasquino’'s
gatement with regard to Ity where the fact of codition governments led to a Stuation where
“governing parties seemed to expropriate the voters of palitica influence by the making and unmaking
governments a dl levels with very little repect for eectora results” has become more true of Indiain
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an eraof codition governments. In many instances, voters do not know what codition a party isgoing
to be part off, once dected. Codition governments will blur the lines of respongibility even further. In
ingtances where smdl parties are held responsible for arbitrarily bresking governments (as the
AIADMK wasin 1998) their conduct is cashiered. But whether praise or blame can be assigned for
policiesislessclear.

Fourth, dections as a mechanism require that the opposition both closely monitor the
government and inform the citizens. In principle the opposition has incentives to monitor government and
to inform voters about the performance of incumbents. 'Y et the existence of an opposition that can
effectively articulate a critique of government cannot be taken for granted. In some instance smaler
opposition parties can collude with government; in others the opposition may be too deeply divided and
preoccupied with interna fights to monitor incumbents. Such is now arguably the case with India's
parliament. Thereis compelling evidence that both the quantity and quality of deliberationin India's
parliament has declined substantidly in the last decade or s0. As one commentator pointed out,
opposition parties monitor only avery smdl range of issues and bills closdly; legidation related to most
departments passes virtually without debate or notice. One telling statistic about India s upper house of
Parliament, The Rgya Sabha, is very reveding in this respect. In 1985 this chamber of parliament spent
atota of saven hundred and ninety one hours discussing government bill; in 1996-97 this number was
down to amere saven hours. Similarly the time spent on short notice questions declined from two
hundred and seventy five hours to a mere thirty five. Most parliamentary committees have been weak or
moribund during much of the eighties and nineties.  The most crucid parliamentary oversight committee,
the Public Accounts Committee scrutinizes only a negligible number of government audit reports and
mogt standing committees have been serioudy hampered by lack of information provided by the
government. Under one party dominance, it was virtualy impossible for opposition members to get
parliament to censure the government for lack of information; fragmentetion of parliament has made it
difficult for parties to take collective action to rectify the weakness of parliamentary committees.
(Rubinoff, 1999). Thereisvirtual unanimity that Parliament has become very ineffective in its
monitoring functions.

Oppositions parties face another dilemma. They cannot aways oppose the government for
they may be blamed for obstructing business; nor can they let the government get away with credit for
enacting legidation. Opposition is effective when it neither colludes with, not dways obgtructs the
government. Arguably this dilemmais keenly pronounced in recent Indian parliaments. There are
numerous examples of legidation that are held up in parliament becasue @) either some smdl party that is
part of the codition government is exercisng veto power or b) many parties do not want legidation
passed not because they disagree with the contents of the legidation but becasue they do not want the
government to be able to garner credit for passing it. Given the fragmented character of parliamentary
compostion in India, the pace of legidation is extremdy dow, even when there is subgtantive
disagreement amongst the parties. For ingance, a hill to liberdize insurance markets in Indiawas first
introduced in 1993 and took afull Sx yearsto pass. (for details see Kapur 2000)

16



The lack of effective intra party democracy in most Indian political parties has
impeded accountability considerably. It isafamiliar point that voters choose their candidates from a
menu of options. How this menu of candidates on offer comes to be determined isitsalf a complex
matter: the motivations of those who enter, the probability of winning, the barriers to entry in terms of
costs dl have an effect. In some sense working through existing politica parties can lower the costs of
entry into politics and increase the probakility of winning. The mechanisms by which parties select their
candidates become important determinants of the menu of options. In most Indian political partiesthe
selection of candidates has been extremely centraized and thereislittle inter party democracy. Thishas
momentous conseguences for accountability:

Firdt, political partiesin generd are not transparent and deliberative forums. They do not
educate their membersin the issues and do not act as conduits of information for palitical activigts.
Whatever their other disadvantages, intrgparty primaries have a profound educative function on the rank
and file of voters. Elections campaign in India are relatively short and the lack of intra party democracy
implies that groundwork preparation is not done. Second, parties do not alow for the genuine
preferences of voters to manifest themsdves clearly. The criteriafor candidate selection un transparent
and uningtitutionlized. This often prevents key information about voter preferences from flowing up party
conduits and prevents them from sdlecting candidates that are the most appropriate for particular
locations. It isthe case that in the long run most politica parties pay the price for thislack of information
and trangparency. The most persuasive account for the decline of the Congress party in North India
stresses the degree to which lack of intrgparty democracy prevented it from incorporating newly
mobilized socia groups like the backward castes and the rising peasantry. Arguably the lack of intra
party democracy has contributed much to a fragmented party systlem. Newly mobilized groups usudly
find it more difficult to cgpture sgnificant power within existing parties, because there isno clear
procedure for doing s0. Hence they set up their own parties. But the long term interests of the party
and the short term interests of the leadership are at odds with one another. Party leaders like to pick
candidates who are beholden to them and can be used to shore up their power; they dread independent
voices. Hencethey, unlessin exceptiond circumstances it suits them, are resstant to genuine inter party
elections. The net result is that parties can impede rather than enhance representation. Given the high
cost of entry parties have the power to restrict voter choices rather than expand them. Rather than being
“indtitutions that knit the state and society together” (Kohli, 1998) the lack of interparty democracy can
help keep them apart. More subtle forms of accountability therefore require a pluralization of the
sites of accountability and a greater expansion of the forums for deliberation. If political
advancement of groups and individuals within party structures does not depend upon legidlative
or political performace or some measure of competence and ability but upon arbitrary rules, the
incentives to perform decline. The greet diguncture in Indian democracy is that the rules of politica
advancement within politicd parties are arbitrary and can circumvent accountability. Genuine intra party
democracy is an essentid component of restoring accountability to this process.
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The dectord processin India has produced two outcomesin the last few years that
merit atention. On the one hand incumbents find it very difficult to regain office. Aggregate incumbency
ratesfor dl legidative bodies have been around twenty five percent (Chibber, 1999) during the last
decade or s0, whereas the incumbency rates for Parliament have hovered around fifty percent. On the
other hand the margins by which incumbents are overturned have not been very subgtantid. In other
words most candidates lose elther because in the first past the post system the number of opposition
candidates can have an impact on their chances, or because candidates, while managing to hold onto
their core congtituencies, lose the support of asmdl but critica segment. Cumulatively, these have had
two effects. The incumbency rates of gover nments are extremely low; second, the party system has
become more “ethnicised.” Thisis taken to mean that at the loca level thereisagreat corrdation
between socid cleavages and party identification. Politica parties thus find it very difficult to transcend
socid cleavages and do so only incrementaly. This feature of Indian eections can be taken asa sign of
the relaively non-ddliberative character of the process. This palitics structured around socid cleavages
amsmore a advancing the cause of particular groups by obtaining access to state power rather than
at formulating sound policy. The effects of these two trends on government performance have not yet
been fully understood. One hypothesisin the literature is that high turnover in government is asign that
the electorate is cashiering policy makersfor their misconduct. But how are politicians responding to
these Sgnds. There is some good evidence that paradoxicaly, the high rate of turnover has increased,
or at least not diminished the rent seeking behavior of paliticians. If anything it has increased the need to
seek rents. The paradox here may be that too little security about on€e’s position is power can be
as corrupting as too much security.

The impact of high turnover in governments seems to again have had a paradoxicd effect on the
formulation of economic policy. At onelevd, palitica ingability (India has hed five Prime Minigters and
seven codlition governments in the last decade)has been helpful in promoting economic reforms. An
experience of power has forced most parties to confront the economic redlities, abeit with varying
degrees of enthusiasm. Frequent changes in government and the imperatives of codition government
have helped produce a convergence of economic ideologies across much of the political spectrum. This
however makesit difficult for voters to assgn accountability Sncein terms of economic ideology the
voters are faced with Hobson's choice.

But while ingtability has produced grester economic convergence, it also poses a serious
impediment to inter-temporal accountability. A government may give free water and eectricity to
current consumers a the expense of future ones. Ecologica issues pose the most obvious chalenge for
inter-tempora accountability; but so do issues of public investment in capitd projects. Policy inaction
on two issues discussed below pose a serious long term chdlenge for India. These issues are examples
of the consequences of lack of inter temporal accountability mechanisms that have only been
exacerbated by India’ s political structure.

Firg, with markets rather than the central government emerging asthe principad dlocaive

mechanism for investment, States which have been progressive, adminigratively transparent, and pro-
reform have been attracting more investments. In contrast with the past when the potentia for some
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dates to grow faster than others was circumscribed by federd palicies, thus reducing overdl growth,
India seems to be moving in the opposite direction with the variance in growth rates across sates
increasing. This hasits own implications, some positive, some less S0, as faster growing states become
resentful of the handicaps posed by dower moving sates. As aresult, regiond inequdities are widening,
whose long-term political consequences on the Indian Union are troubling. The saesthat are faling
behind are dso among India s largest and poorest states (principally in the North and East) which are
locked into a state-leve political equilibrium that is unlikely to change soon in the absence of shocksto
the sysem. A looming fisca criss and state bifurcation may, however, bresk this equilibrium.

Second, the reforms have largely bypassed the rurd sector, where the two-thirds of India's
population and poor live. One of the puzzling trends of the pogt-reform erais the lack of asgnificant trend
in the levels of poverty and inequdity. Robust growth does not seem to have trandated into a
commensurate decline in poverty, but neither does it seem to have led to amarked increase in inequality.

The most recent andlysis of poverty trends seems to indicate that the mid-1980s were a significant
watershed in the evalution of living sandardsin India Both rurd and urban poverty rates declined markedly
between 1973-74 and 1986-87, but nothing comparable has occurred since then.* The stagnation in rurdl
poverty seems largdly dtributable to the lack of growth in agriculture, while the moderate growth in urban
living standards appears to account for the decline in urban poverty measures. The post-reform record on
inequality seems marked by an equd absence of a significant trend in inequdity in either sector, athough
inequality at the nationd level islikely to have increased as aresult of grester urban-rurd disparity.

Low growth in the rurd sector has been hampered by declining public investment, which itsdlf is
avictim of India sinability to limit government consumption that has spilled over to subbornly high
revenue and budgetary deficits. Aggregate states grossfiscal deficit has increased from 2.8% of GDP
in 1991-92 to 4.3% of GDP in 1998-99.% These figures underestimate the magnitude of the problem
due to the rising contingent lidbilities by way of sovereign guarantees.  These off-ba ance sheet lidbilities,
nearly 10% of GDP, exceed the fiscal deficit and are equivaent to about one-eighth of the total debt
(domedtic and external) of the federd and state governments taken together. Article 293 of the
Condtitution of Indiamakesit mandatory for state governments to seek permission from the federa
government to borrow. As aresult, the states appear to have been subject to a hard budget constraint.
Article 293, however, merely advises state governments to exercise self-restraint in extending
repayment guarantees for 1oans mobilized by enterprises owned by it. Faced with mounting revenue
deficits that have crowded out budgetary capital expenditure, state governments have increasingly used
this condtitutiona |oophole to extend guarantees and move to off-baance-sheet financing. The
cumulative effect has been a slowing down of public investment in key areas such as
infrastructure. The sates contingent liabilities now exceed those of the federal government. However,
the latter’ s liabilities are aso undergtated if the contingent pension liahilities resulting from the Pension
Act of 1995 (which moved the pension provision from defined contribution to defined benefit, contrary
to the worldwide tendency in the reverse direction) are factored in. In the absence of new indtitutiona
mechanisms the structure of Indian paliticsislikely to prevent any sharp improvement in India s fiscd
hedlth. Robust growth has made the dangers of fiscd crisislessimminent. At the moment the
imperatives of coalition formation seem to be weakening rather than strengthening inter-
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temporal accountability mechanisms. Thisisreflected in the fact that capital investment by the
state, or facilitated by the state is still a diminishing proportion of overall budgetary allocation.

The closer link between socia cleavages and party identification has created a fragmented party
system which has in some ways enhanced representation. At one levd it has dlowed hitherto
margindized groups like the backward castes and scheduled castes more effective voice through their
own parties. The fact that no single nationa party is dominant and that the formation of government
depends crucidly upon dliances with the smdler regiona parties has effectively given regiond parties
more influence. This has had two beneficia consequences. On the one hand power in the Indian Union
has become more effectively decentraized. Second, some smdl regiona parties can, because of their
pivotal pogition in codition governments, wield inordinate influence over economic policy. In the present
government for ingtance, the Chief Minister of Andhra Pradesh, whose Telgu Desam Party is a member
of the ruling codition at the Center, has exercised just such influence in the formulation of Indid s policies
in the technology sector. Moreover, smdler partiesin the codition government have effectively vetoed
many of the policy ideas of the Single largest party in the codition the BJP. For insdtance, largely under
the pressure of its codition partners, the BJP has had to drop not only its fundamentalist agendas but
a0 its protectionist economic policy. On the hand many smdler parties have been able to block rolling
back subsidies and other discretionary grants to the states. The point is this. Policy formulation and
the character of accountability is crucially determined by the electoral system, the character of
the party system and the contingencies of coalition formation.

All thisis not to minimize the importance of eections but emphasize that eections are an inherently blunt
indrument of control. Ther effectiveness as mechanisms of accountability are contingent, fraught with
unintended consequences and the incentives they impaose upon policy makers need to be understood in
more precise ways.

Palitics and the Unresolved Question of Accountability

The reform and regulation of the waysin which eections are financed remains the sngle most
difficult challenge for Indian democracy. Arguably, al atempts at reform will come to naught unlessthe
question of palitical finance is tackled head on. The imperative to raise money for eections, combined
with unredigtic, unworkable and unenforceable existing laws on campaign finance produce profound
digtortionsin the working of Indian democracy. The need to raise funds for dectionsis one of the
primary motivations for collecting an estimated seventy thousand crores over afive year cycles of dl
elections. With politicians dmost required to use their office to raise such funds the entirety of
government becomes one giant edifice to collect rents. At least some of the roots of corruption liein the
imperdives to raise finance in a context where the cost of dectionsis high, the legitimate rewards of
office low, the chances of re dection uncertain, and the organizationd effort required to mobilize voters
ismassve. The repercussions of the existing ways of collecting campaign finance are felt across al areas
of public life.
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Most democracies atempt to regulate dection finance in four ways. Democracies can limit
political expenditures of parties, they can place limits on private donations and contributions, they can
offer public funds for contesting elections, or they can introduce measures that bring about transparency
in the process of generating funds. The idea behind the last measure is not so much to restrict fund
rasing activities, asit isto provide information to the voters on who is raisng money from whom.

The Indian effort to regulate eection finance has largely concentrated on limiting election
expenditures. But this measure has proved to be salf-defeeting for a number of reasons. Given the
complicated logigtics of most congtituencies acelling of fifteen lakh rupees for parliamentary
congtituencies and 9x lakh for Assembly congtituencies are arguably unredidticaly low. The Sate dso,
as the recent report of the National Commission to Review the Workings of the Indian Congtitution
raiterates, continues to try and micro manage campaigns by fixing the length of the campaign and so
forth. Most of these measures are ineffective in regulaing campaign finance.

The attempts to place limits on private donations, by for example alowing companiesto
contribute up to five percent of their profit to politica parties has proved ineffective for a number of
reasons. Most importantly, under the present lega dispensation both the donors and parties have very
little incentive to reved the extent of their donations. Monitoring and enforcing limits on individua
contributions isimpossible in the absence of any kind of transparency. But the chalenge for the Indian
dateisthat the widespread opagueness of our financia system dl across the board makesiit difficult to
monitor such financia flows. Arguably we cannot get redistic campaign finance reform unless whole
sectors of our economy like red estate markets that generate “black money” and the system of taxation
that more effectively scrutinizes the flow of money that makes eections possble isreformed. But we
arein avicious circle where we will not get reform of the Sate in part because of the need to generate
rents to finance eections, and an unreformed state will continue to be ineffective in regulating eection

money.

The third means of regulation, Sate financing of dections has not been much tried in India. In
amogt al democracies except the US and UK, the proportion of public financing of dections has been
condgtently rigng in reaion to private funding. The costs of public financing are not as high as might
seem. Lok Satta, the only organization that is doing imaginative work in this areg, has circulated a
proposd that evolves acomplex formulafor public supplement of private funding, that would cost less
than two hundred and fifty crores per eection based on an assumption that the tota ceiling for each
condtituency will be somewhere in the region of fifty lakhs. The good news isthat as percentage of
GNP, the codts of dectionsis probably going down substantialy and public funding, properly indtituted,
isnot entirdly unaffordable. Public funding can take not only the form of direct grants but aso indirect
subgdieslike free radio and televison time. The chalenge for public funding however isthis. It appears
from comparative experience that public funding, ironicaly, works better in sysems that are dready
effective and trangparent to some degree. For public funding formulas to be effective certain conditions
have to be met. Firgt, public funding must encourage rather than supplant private funding, because if
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seen as a subdtitute for private funding it becomes prohibitively expendve. Second, public funding
should be fair and trangparent. It should not be a means for dready exigting party oligarchies, which
usudly derive their power from their ability to raise funds, to strengthen their hold on parties. In short, to
be fair, public funding presumes that politica parties are trangparent, well run and consderably
democrdic in their internd workings. Mot Indian politica parties have no effective intraparty
democracy, and in the absence of serious reform in party structures, public funding is unlikely to yield
good results. Third, one should not overestimate the degree to which public funding can be a panacea.
Every single European country with public funding of eections, from Germany to Italy and Belgium has
continued to experience financid scandals relating to palitics.

The fourth prong of regulation, transparency, has been very weak in Indiaaswell. Although
party accounts are supposed to be audited regularly, these have proved to be an ineffectua check on
party finances. Much of the recent effort of bodies like the Supreme Court and the Election
Commission has been to try and strengthen the disclosure requirements for politica parties and
candidates. Declaration of a candidate’ s assets, regular scrutiny of part accounts that require the
disclosure of dl donors who contribute more than ten thousand rupees, and thefiling of party tax returns
aredl gepsin theright direction. A tax return is hardly the most reliable register of the true well being of
most Indians. Inducing trangparency in eection finance is parasitic upon the state being able to better
regulate other non-eectord indtitutions that impinge upon eection finance.

Any sengble strategy for regulating campaign finance will have to work on dl these four
dimensons smultaneoudy and bring them together in sustainable, redistic and imaginative ways.
Unfortunately, comparative experience suggests that there are no quick legidative remedies. Indeed
campaign finance reform al around the world is replete with an ever expanding universe of dead |etter
rules that cannot be enforced, though effective disclosure and transparency norms certainly help. The
redl issueis. can the costs of getting eected be held down? A subgtantia amount of spending on the
logistics of dectionsisinevitable and we ought to be realistic about these expenses. But evidence from
India suggests that a substantiad amount of campaign resources go into placating various condtituencies,
apolite way of describing “vote buying.” Ironicadly the codts of dections increases as the digtinguishing
characterigtics of individua candidates matter less and lessto dections. What increasingly distinguishes
one candidate from another, is moblizationa and fund raising capacity, not ideology or persond
competence. So long as elections remain largely about the former, campaign costs will continue to soar.
But unless a genuinely creetive solution to the problem of campaign financing is found, money will
continue to usurp palitics, or in Gibbon’swords, “ corruption will remain the one infdligble sgn of our

liberty.”

Non —dected | ngtitutions

One of the more profound paradoxes of democracy in our timesisthis. On the one hand
democracy as a practice has gained unprecedented legitimacy. The assartiveness of civil society, the
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pressure to devolve power in different ways directly to the people, the greater paliticization of socia
existence, demands for representation in the structures of power al suggest a great clamor for
democratization. On the other hand, there have been far reaching changes in the structures of
governance, dl across the world that are effectively transferring grester power and legitimacy to non-
eected inditutions. The prestige, authority, power and faith in the efficacy of inditutions that are not
subject to popular authorization, like courts, independent central banks, utilities commissions, market
regulators, independent human rights commissions and transnationd ingtitutions is dmost unprecedented.
We are living through what might be called a post democratic delegation revolution. If delegation is
understood as an authoritative decison that transfers policy making authority and powers away from
edtablished representative indtitutions like legidatures and executives to non-eected inditutions, then we
areindeed in the midst of a subtle congtitutiond transformation.

During the last decade or so India has aso created an unprecedented number of statutory
bodies that are designed, in theory at leadt, to have grester immunity from legidative influence and
control. The Courts are playing an unprecedented governing role in Indian politics. The number of
transnationd treeties and agreements that bind Indian legidature are multiplying rapidly and thereis greet
clamor to free even more agencies like the CBI from government control al together.

The increasingly widespread practice of congtitutiona democracies to remove certain types of
policy choicesfrom the direct control of dectoraly accountable office holdersis motivated by a variety
of concerns. Delegation represents widespread disenchantment with the mechanisms of dectora
accountability. Electord accountability is, on this view, too blunt an instrument with which to secure the
public good. Accountability itself has different components: transparency, representatives,
responsiveness and the power to sanction misdeeds. Electoral accountability may not always secure dl
dimensions of accountability effectively. For example, the fact that an inditution is representative does
not automatically make it repongive, transparency is not the same thing as effectiveness. In some
ingtances, delegation of powers away from ministries can apportion the lines of responsbility more
clearly and secure more effective accountability.

Second, policy choices involved in modern economies often require high leve of technical
complexity; good decisions depend on expertise and non-elected bodies empower experts. Third,
independent agencies and delegation by treaty aso dlow governments and legidatures to make credible
commitments by shielding decison making from short term pressures and lobbies. These agencies
provide palitica cover for taking decisions that paliticians have no incentive to take, but which are
neverthelessin the public good. Fourth, a greater number of independent agencies provide more
effective checks and baances. If the executive falls for instance, the human rights commission or the
courts can interveng; if politicians are economicaly imprudent, ahost of regulatory agencies can ensure
that the economy is not brought to ruin entirely. The separation of powers that the proliferation of non-
elected ingtitutions represents can be seen as akind of insurance policy, where we bind ourselves to
protect us from the worst possihilities of eectord palitics.
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Many of the consderations that lie behind delegation to non-dected inditutions are compelling,
and in many instances they help ensure that government by the people isindeed government for the
people. But it would be stretching logic to pretend that the proliferation of delegation is synonymous
with democracy itsdlf. Indeed, the congtitutional revolution of delegation is raises profound questions
about democracy itsdf.

Deegation often has serious disadvantages from a democratic point of view. One of the virtues
of democracy isthat we can sanction those who act in our name. The more independent an agency, the
more difficult it isto subject it to any kind of sanction, as the case of the Courts has demonstrated.
Democracy, to smplify somewhat, is a means of authorizing officids to exercise power over us. By
what means do non-elected indtitutions derive their authority? There are two possible answersto this
question neither of which iswholly satisfactory. Thefirst responseisto say that these ingtitutions become
authoritative by the quality of their decisons, by the output they produce. So long as the Courtsdo a
good job of protecting rights, regulators of taking economic decisons, they are legitimate. But this
response often begs the question of whether there are independent criteria of what counts as good
decisons.

A second response says that since these agencies and statutory bodies are themselves cregtions
ether of the congtitution or parliament, thereis no problem about their authority. But the difficulty is that
often these indtitutions are designed in ways that they are not directly accountable parliament. And the
minigtry in whose jurisdiction the redlevant agency comes smply deniesthat it has any respongbility, snce
after dl the rdlevant agency is independent. So on the one hand Parliament cannot easily hold RBI or
SEBI directly accountable; yet the Finance Minigtry is not responsible for their decisons ether. We
have yet to settle on a clear doctrine of how the democratic accountability of these agenciesisto be
secured. In the case of internationd treeties, most of the tregties India has been signing do not have prior
parliamentary gpprova and become amost afait accompli for the legidature.

In some cases del egation has impeded the ability of legidatures to make the relevant tradeoffs.
If everything from the price of utilities to the technology to be used in broadcasting, from interest rate
management to telecom regulation falls outside the ambit of legidative power, can legidatures make the
relevant tradeoffs that they have been authorized to do so? The virtue of independent delegation isaso
itsvice: it increases the number of veto points. In a curious kind of way we now have the possibility of
politicians being penalized for decisions that they did not take and were powerless to control. If
tomorrow the dectorate decides that it is unhappy with utility pricing or something, it svery likely that
politicians might be blamed smply because of the fact that they are the only ones subject to popular
sanction.

None of these concerns should be taken to imply that al forms of delegation to non-€lected
indtitutions are unjudtified. But ddegation to non-dected inditutionsis increasingly posing achdlenge to
the centra tenets of democracy. Representation isthe centra axis of a modern democracy. Decisons
have to be linked to the citizens by a chain of authorization. In a democracy we organize collective
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power through our representatives, and these representatives are also subject to sanctions we impose
upon them. The difficulty is that non-elected indtitutions are often not representative, the link between
ther authority and citizensis so remote that it is often meaningless, and their independence from the
legidature and executive dike makes it difficult to sanction them. The proliferation of non-elected
indtitutions could lead to a Stuation where government have very little incentive to mohilize consant,
since decision making power has been delegated. The proliferation of such delegation might mean that
there is no representative body entrusted with integrating different spheres of socia and economic life
and making the reevant tradeoffs. To each agency its own power becomes anew principle. And there
might be competing sources of law as we are aready witnessing in the contest between legidatures,
courts and transnationa bodies, dl of which are becoming sources of law in their own right.

Many countries undergoing the delegation revolution have taken steps to ensure a greater
modicum of democracy in delegation. For instance, parliaments of New Zedand, Australia and Gresat
Britain have democratized treaty negotiations in a manner that ensures that treaties do not by pass
parliament. Or they have, in some instances, made independent agencies directly accountable to
parliament. The future of representative government requires that we think imaginatively and
congtructively about these issues, acknowledging both the necessity of delegation, but dso the
chalengesit poses for democracy. It does not help to have a parliament that is deepwalking its way
through these profound changes in the structure of governance. But representative government is too
precious to be sacrificed to ether to the unsubstantiated claims of experts.

Economic Palicy, Public Action and Accountability

The manner in which economic policy functionsin India s eectord process is complex. Probably the
sngle most important puzzle a the heart of any study of accountability in Indiaisthe following. Why has
India s record at poverty aleviation not been better? Why is there less pressure on the government to
deliver awhole range of crucia services like hedth and education? These two questions are anayticaly
digtinct: the first can more readily be explained by poor policy choice; the second demands closer
scrutiny.  These puzzles are compounded by the fact that an old explanation for Indid s lack of falurein
this respect does not hold. This explanation suggested that either the poor do not vote, or some form of
coercive or clientalist relaionship prevents them from voting on their true preferences. In the India case
where there is now reasonably disaggregated data available on voter turn outs, the picture is exactly the
opposite of what this explanation hypothesizes. Firg, the incidence of coercion exercised by locd dites
in voting matters has gone done significantly and socid relations have been paliticized to the extent that
old fashion clientaligt reations are very difficult to sustain. Second, the poor in India have tended to vote
more than the middle classes and the rich, rurd turnouts are better than urban turnouts and in recent
years lower and backward castes have voted more than upper castes (Yadav, 1997). Yet they have
not been able to extend concerted public pressure in areas of hedth and education. One measure of this
is captured in government spending statistics on hedth and education. In educeation, the centrd and sate
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governments spent four percent of GDP for dl levels of education in 1996-97 or 13.4 percent of tota
government expenditures, which is below the developing country average of 17.5 percent for al
developing countries. India’s public spending on hedthis very low: 1.2 percent of GDP which places
Indiaamongst the lowest quintile of countries. There iswide variation anongst Indian sates on these
matters. State expenditures on education for example range from 3-7 percent of GSDP and from 16 to
29 percent as ashare of tota state expenditure. The reach of public criticism has been much less
effective in Indian democracy when the deprivations people face fal short of the extreme hardships that
say faminessgnify. The sat€ sfaluresin these areas are well known. What isless well understood is
the demand sde of the equation. Why is politica mohilization on these issues less effective? Can one
just assume that thisis Smply a product of the state’ s failure or is there something about the structure
and ideologiesin civil society that impedes the formation of effective demand for hedth and education?

There are complex reasons for this phenomenon that will bear serious scrutiny. Firgt of dl, as with any
claim with respect to India, there iswide regiond variation in the mobilization for collective action on
these issues. We would submit that empiricdly thisis the least well understood areain Indian palitics
and our understanding of the ways in which governments can be held more effectively accountable
hinges on an answer to this question. The range of factors that influence the extent of collective action
for the provision of public goodsis complex. It has been shown for instance that the Indian states
whose land digtribution arrangements have historicaly displayed the greatest inequdity aso have the low
collective action for public goods (Dreze, 1997; Kohli, 1988). Two large North Indian states of U.P
and Bihar both have the most inegditarian land distributions and the greatest palitica gpathy compared
to the souther states of Kerala, Karnataka, Tamil Nadu etc. The latter states historicaly had more
egditarian land tenure systems and were aso the beneficiaries of more effective land distribution after
independence. It appears that some degree of redistribution of assetsis necessary before demands for
public provison become more effective. The second key factor facilitating collective action for public
goods seems to be the existence of a cadre based party of the left that can facilitate mobilization on
classlines as Kerdaand West Bengd have had. These parties have been instrumentd in not only
producing land reform but aso increasing public provision (Sen and Dreze, 1998; Gazdar and Dreze,
1998; Kohli, 1988). Third, Indian states which have had alonger of history of socia mobilization, such
as resgtance to caste discrimination are also more successtul in collective action for the provison of
public goods. Again, South India, which has had a much longer history of anti-upper caste movements
compared to the North provides good evidence for this point. It seems that anti-upper caste
movements in the South were a precursor to more effective mobilization for tenancy rights, land reform
and education (Menon, 1992). It has been very clearly demonstrated that India s poor record in the
provison of education and the abalition of child labor owes something to the ritud dratification that
caste produced (Weiner, 1985) and a history of anti caste movements seems to lead to better public
provison in generd. North India has only recently begun to experience such anti-caste movements and
their outcomes are il indeterminate.

Perhapsthisis an appropriate point to raise a question that needs more study in the Indian context.
Thereis some evidence in the literature that in terms of the relationship between class and ethnicity the
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best results are obtained for the poor when mobilization along class and ethnicity coincide rather than
clash. The former, termed “ranked ethnic systems’ (Horowitz, 1985) seem in democratic settingsto
produce the most effective forms of collective action for the poor. The ditinction between ethnicity
and class does not mark the palitics of al societies but in Indiathese have been seen asriva locus of
mobilization. Ethnicity in general has been seen to be an easier locus of collective mohilization.
Mohilization aong class lines alone has on the whole been much less effective than ingances where
class and ethnicity have co-mingled. The Communist Party of Kerdawas more successful because it
was both an anti-upper caste movement and could draw upon a repertoire of caste symbols, aswell as
aclass movemen.

It is not the case that the exercise of franchise has not had a Sgnificant impact on economic
policy and poverty dleviation programs. But the nature of this sort of accountability has to be studied
more carefully. The three ways in which that impact is visble are the following. As Sen has very
effectively argued, India s ability to avoid significant famines in post-independence era has largely been a
function of democratic pressures being brought to bear upon government. Second, in comparative terms
India s aversion to inflation has been attributed to the workings of dectord politics. Inflation has been
the smplest measure of people' s current well being; itsimpact is direct and widespread. Third,
politicians have preferred what are known as “direct” methods of poverty dleviation. It has been shown
that in the case of food and agricultura subsdiesthereisavery direct link between increasesin
subsidies and dectora cycles (Chibber, 1999). Of course direct methods of poverty dleviation are
preferred for many other reasons. Direct monetary transfers are adminigtratively easer to enact than
long term Structura changes; they can be more eadily targeted at the discretion of politicians. But
cumulatively the kinds of pressures that have been brought to bear through the franchise suggest that
immedi ate benefits are eectoraly more sdient than long time horizon changes.

Surveys done on the eectorate’ s knowledge of economic liberdization point to one crucid fact.
While the e ectorate seemed to have detailed knowledge of pivota political eventslike religious
mohbilizations and ethnic conflict, they gave less evidence of being aware of economic liberdization. In
1996, hdf a decade after the initiation of economic reforms about thirty two percent of the urban
electorate clamed to have heard of them, while only twelve percent of the rura eectorate knew of the
reforms (Y adav, 1997) In some ways this is understandable: industrial policy regimes, tariff rate
reductions, exchange rate policies have only very indirect impact on the bulk of the electorate. These
electord pressures explain why by and large the first generation of economic reforms undertaken in
India have stayed away from critical areas that could have engaged mass politics: agriculture, labor
market reforms, privatization and restructuring of ate bureaucracies. (Varshney, 1999).

Accountability and the Politics of Reform
What about dominant interest groups' ability to impede accountability. There are, after dl

powerful groups who hold governments accountable to them, in the sense that these socid groups have
policy preferences and the power to sanction paliticians. 1t is commonplace that politicians, even when
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not self serving, need to raise resources. In order to win they have to raise resources. It is precisely
because voters do not care about policies that do not have a direct or only a margina impact on their
welfare that politicians can sl to interest groups policies that, taken individualy, inflict only asmdl cost
on most voters but which alow paliticiansto raise resources. A traditiona explanation of India's poor
economic performance was precisdly this: atripartiate colluson of rich farmers, public sector
professonds and industrid capitalists exercised an effective lock over governments policy. None of
these classes was powerful enough to singly dominate the state, while their combined fears about the
consequences of dtering state policy meant that change was structurdly inhibited (Bardhan, 1985;
1988; 1993).

This powerful and influential explanation accounted for much stagnation in Indian economic
policy. But this explanation has been less useful in thinking about the process through which India has,
during the last decade undertaken a serious economic liberdization program. Bardhan's explanation
suffered from two wesknesses. Fird, it was too deterministic and underestimated the political room for
manouevre possessed by poalitica eites. Second, Bardhan falled to follow through on the implications
of hisown argument. Bardhan posed the following question: “why the dominant classes, who have so
much to gain from long term economic growth, do not pull together in their long run collective interests
an cooperate in deredging the dtilted channds of surplus mobilization and investment which were in the
danger of being overrun by patronage and subsidies?” His answer wasthat it was difficult to mount
callective action in large and heterogenous coditions and hence elites took on action in changing the
system in away that would leaed to their long term interests. But the logic of this argument can aso be
turned on its head. This argument would also suggest that when government does take action it would
be difficult to mount collective resstance againg its palicies. In other words, the very phenomenon that
explained stagnation might aso explain how government could, with artful manoeuver, initiate change.
Governments can initiate change and it is often difficult to mount resstance againgt it. Governments can
exploit divisons between interests and take advantages on the ambiguities that surround the effects of
policy to seize theinitiative (Jenkins, 2000)

But these changes can be taken only under certain conditions that underlie the character of
policy making in India. Fird, the reform program has succeeded to the extent it has largely because it
has been graduad and has noticeably involved amgor public debate. Observers of parliamentary
debates over reforms have noticed that most governments have not acknowledged that they were
undertaking radica action. A broad vision that underlies the reforms has sedom been argumentatively
justified or explained to the public. In fact the rhetoric of continuity is more pronounced than the
acknowledgment of diguncture. On the one hand, this makes the government’ sintentions less
trangparent to the public and in that sense renders it less directly accountable. On the other hand by
avoiding debates on ideological fundamentas, the government aso avoids a potentidly damaging
polarization. Thisdlowsit to oddly enough, be more responsive. Second, gradudism has dlowed
governments to avoid shocks. The one sense in which economic reforms can become an issue in mass
paliticsisif they lead to amgor shock to the economy. Indian paliticians and policy makers have by
and large been risk averse, in part because dectord compulsions force them to avoid palicies that might
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potentially be experienced as a shock. It would be afair concluson to say that in the Indian case
electora accountability renders policy makersrisk averse.

Third, policy makers are risk averse in another sense. Politicians are concerned less with the
aggregate consequences of economic policy and more with the impact these have on their distributiona
coditions. They like in other words to manage the distributional consequences of their policies. This
does not mean that they are averse to change. What it hasimplied in the Indian context is that politicians
will use palicy to solidify new congtituencies and raise resources from new sources befor e they go
agang the interests of old ones. The decisive determinant of reform in the Indian context is not
a)whether the ate is granted autonomy from socid forces or as Haggard and Webb put it the “key
parts of the bureaucracy can be insulated from public pressure” or b)whether the elites can be
incorporated within the structure of the sate to facilitate systematic negotiations on economic policy and
produce a consensus as was the case in Japan or ¢) whether an economic ideology can be politically
sold to the dectorate a large. The key question is whether policy makers can use policiesto generate
new groups that can sustain reform and devise cregtive compensatory schemes that can dlow for divide
and ruletacticsto flourish. The critica hypothesisisthat neither structural constraints, nor open
accountability, nor electoral pressures, but political creativity determines the nature of policy
reformsin India.

Decentralization and Accountability:

To the extent that democracy is asystem of popular control over decision-making, an inverse
relationship between size and direct participation, means that popular control over decison making is
likely to decline with expanding size. This does not mean that citizens do not exercise control on their
agents, but rather that the processis more indirect. Smal size dlows for more direct participation and
greater representation of individua (as opposed to group interests). Moreover, the smaler the unit, the
greater the likelihood of homogenous preferences which in turn dlows for greater collection action
driven accountability. Moreover, snce informationa asymmetries are often at the heart of accountability
problems, the smdler the Size the less such informationd asymmetries. Small democracies dlow for
both more local observation of problems---the people solving the problems are actudly there, watching
and experiencing them---and better communication among citizens and their representatives, snce there
areless of them.

On the other side of the ledger for Size are economies of scale and scope. Another advantage, the
greater pecidization of skills that comes with Size, has become lessimportant with internationa trade.

And while divergty may hamper collective action, it could enhance crestivity —the homogenety of
Tokyo cannot match the creetivity of the Tower of Babd that is Silicon Valey. Moreover size diversifies
risk. Smal democracies are more prone to single-party dominance, which carries with it the risks of any
monopoly.

To the extent that the evidence on the benefits of centraization versus decentrdization favors the
latter, an important question remains. What is the optima sze and number of sub-nationa units that
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would baance efficiency, representation and accountability? Condder for ingtance that India with four
times the population of the US, has half as many states. Would India s economy and democracy be
enhanced if the number of states were to increase? If decentrdization is good, transferring greater
power from the federa government to more rather than less states seems preferable to the present
gtuation of a smal number of states over whose jurisdiction runs over avast number of people. What
then isthe limit to this scenario? If Indiawere to have the sameratio of sub-nationd units to population
asinthe US, the number of sub-nationd units would have to increase eight-fold. Not only would this
make coordination at the federal level much more problematic, but there is dso appearsto be little
correlation between the Size of sub-nationd units and economic dynamism.

While externdlities and scae economies come with large Size, the advantages of smdl sze are
organizationd and informationa. Large organizations face three problems: limited human ability to gether
and process information, incomplete transmission of information, and the inevitable possibility of human
fdlibility. Human ability to gather and process information is limited, thus the greeter bulk of it involved,
the less accurate the decisions based on the gathering and processing will be. Second, transmission of
information is inevitably incomplete, so that the more levels between decison-makers and information
makers, the more “noisg’ in the information. Furthermore, there may aso be additiona advantages that
accrue from the inverse reationship between size and the number of sub-nationa units. More sub-
nationd units would alow for greater amount experimentation with different tactics for solving problems,
leading to innovation. It would aso induce greater competition (on the likes of Weingast’ s “ market-
preserving federdism”) among states, with the supposed benefits that accrue from competition. These
theoretical questions can be addressed only by more concrete study of the mechanisms of
accountability.

The seventy third and seventy fourth amendments to the Indian Congtitution have sought to
strengthen accountability by decentrdizing power to the locality more than had been the case in the past.
The devolution of power towards loca government has been implemented very unevenly and it istoo
early to say what the results are. But the experience of decentraized governmentsin states like
Karnatakais promising. Loca governments ought to be the locus of discussions of accountability. It has
been clearly demondtrated that there is a high degree of correlation between the participatory character
of loca government and the more efficient ddivery of public goods like health and education. (Jain,
1998; Dreze, 1998). The Indian experiment in devolution is striking for one other reason aswell. Fully
onethird of al seatsfor these councils will be reserved for women, which makesit the largest
reservation scheme for the representation of women anywhere in theworld. Again, itis too early too
tell what the precise implication of these reservations will be; much will depend upon what other changes
are introduced to complement this enhanced representation. But despite the dow nature of the process,
the reservation of seats for womenin loca government is showing papably that enlisting women's
agency in the politica process directly will have a subgstantid impact on palitics and accountability in
India (Jain; 1998; Yadav, 1999) Thistopic will bear further exploration in the near future.

What were the key features of the change brought about by the 73rd and 74th amendments?
The bills retained uniformity in the number of tiers across different states. Only the smaller states with
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populations below 2 million were exempted from this structure. There is now athree tier structure
(village, intermediate block/taluk, and didrict) in large states, including those such as Kerda, which,
after much experimentation and debate, had chosen to have two tiers of local government prior to the
amendment. The crucid change in the new acts is the reduction of state government discretion in the
holding of dectionsto loca government bodies. Under the new laws, dections to panchayats must be
held every five years. Elections to congtitute new bodies must be completed before the term expires. If a
panchayat is dissolved prematurely, dections must be compulsorily held within Sx months, the new
body to serve out the remainder of the five year term. These provisonswill prevent Stuations such as
that in Tamil Nadu, where at one stage panchayat eections were not held for fifteen years, being
repeatedly announced and then postponed by successive state governments. With regard to urban local
governments, thereisa amilar strengthening of the eectora requirements, preventing lengthy
supersession of local powers by the state government, and replacing appointed posts with elected ones.
Cumulatively these provisons will make loca governments more regular in their functioning.

The 73rd amendment gives condderable attention to the nature of eectionsfor the three levels
of panchayats. Direct elections are specified for seats a dl levels. Seats are reserved for scheduled
castes and scheduled tribes in proportion to their population, and offices of chairpersons at dl three
levels are aso reserved in proportion to their population in the state. One third of the seats and of
offices of chairpersons are reserved for women. Chairpersons at the intermediate and didtrict levels are
to be eected by the panchayat membership, while ether direct or indirect eections of chairpersons are
permitted at the village level. State level dection commissions are to be created to supervise and
manage the eectora processes. At the intermediate and didtrict levels, chairpersons of panchayats one
level below can be made members, as can MPs, MLAs and MLCs (Members of Legidative Councils).

The act provides for one additiond potentiad avenue of representation and accountability of loca
government. Each village or group of villages will have agram sabha, comprising al registered votersin
the area. The functions of the gram sabha are left up to the states, and are not further specified, but the
Karnataka panchayat act of 1983 provides some indication of how these may function. This act (now,
of course, superseded) provided for periodic meetings of gram sabhas, to consider the report of the
panchayat, proposals for new programs for village development, implementation of sanitation and
drainage schemes through voluntary labor, programs of adult education etc.

Another vitd feature of the reform isits atention to the financia resources of loca government.
State governments are expected to provide adequate funds for local governments, through grants, the
assgnment of tax revenues, and authority to collect taxes, tolls and fees. Thiswill not be entirely
discretionary, sSnce in each state a finance commisson must be established (with five year terms, asis
the case with the centrd Finance Commission) which will determine the principles for providing loca
governments with adequate resources. This cregtion of state level finance commissionsis particularly
ggnificant, Snce it has the potentid to enhance the independence of loca governments. The envisaged
gructure paralelsthat of the central Finance Commisson, aswel as being smilar to the provisons of
the Karnataka panchayat act of 1983. States will retain considerable discretion and control, but the

31



experience a the center-date level suggeststhat Sate finance commissons, though advisory in nature,
will have an important role. States will dso be responsible for making provisions with respect to the
maintenance and auditing of lower level government accounts. The way this schemeisimplemented will
turn out to have crucid implications. Traditiondly the problem with loca government has been that it
received asgnificant proportion of its funds by way of discretionary grants. Discretionary grants are not
only unpredictable, they effectively relocate power a higher levels of authority. Studies have shown that
the more well defined the assgnment and sharing of revenues between leves of government the more
successful the local governments have been. Kerdais a sgnificant example.

Other aspects of the reform include the creetion of a new (eleventh) schedulein the
Condtitution, of 29 subjects (including agriculture, anima husbandry, land and water management,
irrigation, roads, education, eectricity, and welfare programs) as panchayat responsibilities, specific
responsibilities for preparing development plans; the creation of digtrict planning committeesto
consolidate the plans prepared by panchayats and municipdities; and additiona provisions concerning
eigibility for and compostion of rura local governments. All of these provisions have been debated, and
often criticized, in some detall.

The 74th Amendment, known as the Nagarpaika Act, provides a parallel set of reforms for
urban and trangtiond areas. For areasin trangtion from rurd to urban, nagar panchayats are to be
condtituted, and, for most purposes, are combined with municipalities. The compostion of municipaities
remains under the guidelines of the states, subject to the population categories outlined in the
amendment (5,000 to 10,000 for a nagar panchayat, 10,000 to 20,000 for a municipal council, etc.). A
noteworthy festure isthe legidative crestion of tiers within larger municipdities, in the form of wards and
zones, with their own committees. As noted
above, akey feature of the legidation isthe strengthening of local eection procedures, with members a
the ward and municipa level being chosen by direct eections. The zond committees are more of an
intermediate leve, their compostion being the chairpersons of the ward committeesin the zone.

Many of the provisons of the Panchayat Act, including composition, reservations, duration, and
the role of gtate finance commissions, are directly applied to municipditiesin the Nagarpalika Act.
Pardlding the crestion of the deventh schedule in the Condtitution, the legidation also creates a twefth
schedule for municipdities, including public hedth and sanitation, communications, and various welfare
services. Law and order are not on thislist. Findly, the act requires the condtitution of planning
committees at the level of digtricts and metropolitan aress.

It s;ems that the strengthening of local government can do two thingsin the direction of greater
decentrdization, greater responsiveness to loca preferences, and, hence, greater efficiency, despite an
argument that it strengthens the center by weakening state government control. First, it provides an
easer route for channding centrd funds directly to the locd level. While this may not seem to get away
from "top-down-ism”, it can have two positive effects. It reduces the possibility of "skimming" of funds
as they pass through multiple levels of paliticians and bureaucrats, and, furthermore, the politicd
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influence equation is different between the center and alocdity, versus the center and amedium-sized or
large gate: no Single locdlity or digtrict matters paliticaly in the way alarge entity such as a ate can.
Thus, two types of influence costs might be reduced. It may aso be noted that the more genera
economic reforms have increased the power of the states, for example, by freeing them to attract private
investment, and reducing centra control over the location of indudtrid activity. Obvioudy thisclam
needs to be tested more empiricdly. At one level, the more the layers of government the more potentia
points there are for corruption. Indeed classcdly, concern over corruption was used as an argument for
centraization. Manor (1999) argues that though thiswas his ex ante hypothes's, his investigation
yidded paradoxica results. But decentrdization "made the palitical process much more transparent and
the theft of funds and the sale of influence far more visble™ One of the mechanisms by which
decentraization achieves this is that the more the parties that have information about budgets etc., the
more difficult it isto conced how funds are managed.

Thereis aso arguable till enough monitoring by higher levels of  government which retain
congderable power over locd government: for example, MLAS can Smultaneoudy be members of
panchayats, and states will set the terms of reference for their finance commissions. Thus, the perception
of the 73rd and 74th amendments as weakening the ates vis-avis the center isimplausible.

The second positive consequence of stronger loca government, one that may be more
important from the perspective of aacountability and responsiveness, is that such governments may be
able to raise funds more effectively. While there are dways potential economies of scalein rasng
revenue, the Indian fiscad system has been marked by a greater degree of centrdization of revenue
relaive to expenditure than in other federations. At the center-state level, this has meant that states rely
heavily on transfers from the centra government. Thisislesstrue a the sae-locd levd, with 10-25% of
urban locd governments funding coming from grants and other transfers. However, while loca
governments do not rely heavily on externd funding, it has often been noted that the level of services that
they provide is quite low on average. Expanding the authority of loca governments, by giving them a
firmer legd status and more certain terms of office, may help in opening up avenues of railsing revenue.
Thiswill complement the potentidly firmer position of fisca transfers to loca government bodies through
the working of state finance commissons. In thelong run, and if financid markets continue to develop as
one would expect, based on the ongoing and proposed reforms in the financid sector, local authorities
may aso be able to borrow from the market for capita expenditures. One of the chief defects of
revenue sharing schemes has been that there have been few incentives for loca cooperation in revenue
callection. Didribution of revenues by origin, while it runs some risk of regiona imbaance, enhancesthe
incentivesto ad in collection.

Expanding fisca capacity is by itsdf not sufficient. Fisca effort dso matters. For example, the issues of
tax enforcement, of incentives to restructure taxes, and of user charges are critica. Will local
governments be any better at this than they have been, and better than state governmentsin the past?
Three things should hdp. Firdt, the firmer politica footing for local government should increase
accountability to local congtituencies. Thiswill increase the pressure to deliver public goods and services
more effectively, and to raise the resources to do s0. Second, local governments may now have greater
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freedom to access and manage their funds: even a seemingly smdl change such as the ability to maintain
fundsin locd banksinstead of the state treasury can provide considerably more effective control, and
increase the incentive to raise funds. Third, the smdl Sze of local congtituencies, relative to the Sze of
dtates, makes it easer to impose hard budget congtraints on loca governments, forcing them to look to
internal sources of funds. In genera the thought here isthat the larger the unit, the more power of
blackmall it has over higher levels of government. Decentrdization may make fiscd discipline less
hostage to political expediency. Fourth and findly, incredible asit may sound, the problem in some of
Indias poorest dates like Bihar and U.P has been an underutilization of funds especidly in aress
alocated for education and hedth. In part this may have been a consequence of the fact that
information about these funds till does not trickle down to itsintended target; hence, there isllittle
effective pressure to spend them speedily. Decentrdization may potentialy solve this problem.

None of thisis going to be automatic. There are serious issues about the structure of governance
than will il need to be thought through. In the case of rurd areas, in many cases the panchayats will be
garting from scratch in developing revenue sources. Again, thiswill not be easy, but there are successful
examples of villages that sustain a high level of corporate organization when there are net materid
benefits to be obtained from such organization. To ad this kind of outcome, severd complementary
agpects of reform, in addition to politica responsiveness and managerid efficiency, will need attention.
There is now condderable evidence that the more distant the monitoring agency from the targeted
location of particular programs, the less accountable they are to the intended beneficiaries. One small
example illusratesthiswell. One of the problemsin rurd schools has been teacher absenteaism.

School teachers for government schools were recruited by the state governments and were judged,
evauated, transferred and fired by them. It has been noted that in the case of teacher absenteaiam,

local populations had not other redress but to gpproach the state government for disciplinary action. The
procedures for doing so were cumbersome, the likelihood of punishment remote and the response time
was too long. It has been shown that delegating accountability of government employees to the locality
of their targeted beneficiaries (giving villagers the right to recruit and fire school teachers) has a dramatic
impact on teacher absenteeism (Dreze 1998) Madhya Pradesh has made great stridesin this area.
Again, Crook and Manor's study of Karnataka found that absentesism amongst government employees
decreed congderably after the introduction of effective panchayatsin Karnateka. Herelocal
accountability enhanced effectiveness.

That the 73rd and 74thth amendments have dtered the nature of local politics and the incentives
governing politiciansis without doubt. Aswe had suggested earlier, the principd problem in the past
has been the extraordinarily confused assgnment functions between states and loca government.
Despite having the authority to do so on paper, in practice loca governments required avast array of
goprovas from the state. Arguably, local eected officids would have more incentives to make sure that
projects (infrastructure for example) are carried out than a higher level state bureaucrat or elected
officia does. Obvioudy some projects require economies of scae and technicd and financid assstance
that only the states can muster. Nevertheless, it is true that the absence of regular loca government has,
on baance, diminished, the incentives that states have to respond to local needs and queries. Almost dl
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sudies of loca government where these governments have been dlowed to function stress thet the
speed, quality and quantity of responsesto local needs increased considerably. Elected councillors
were easer to contact at the local leve; they had more incentive to pass requests for officid action, and
the flow of information between locdity and the civil servants was greatly enhanced.

Another political benefit of decentrdization may be the following. We know that a credible
opposition and the prospect of a viable dternative have an important role in determining the
accountability of government. We dso know that the larger the unit of governance, the configurations of
socid cleavages produces more uncertainty about what the dternatives are. James Manor (1998) has
argued that "decentrdization made the political process much more trangparent and the theft of funds
and the sdle of influence far more vishle. A lively two part-system ensured that it was not |eft to citizens
to detect and protest against corrupt acts.”

Much of the analysis of India s economic reforms and decentralization has been conducted in
separate forums. The latter dways invariably focuses on adminigrative decentrdization — from the
center (thefirgt tier of government) to the states (the second tier) and from sub-nationa governmentsto
local governments (the third tier). This shift, discussed earlier has been pronounced, especidly the latter.
However, another Sgnificant consequence resulting from economic reforms is the decentrdization in
economic decison-making inherent in greater role of markets. Markets are a decentralized dlocative
mechanism. Accountability in this case, assuming competitive markets, is based on Hirschman's “ exit”
and “loydty” principles. If aproduct or service is unsatisfactory, the consumer exits and shifts his’her
loydty to another supplier. At least in the case of commercia services, dlowing competition and a
greater role of market forces, has increased accountability.

Unfortunately, for most of India s population, a host of services are not subject to market forces;
indeed, incomes are o low, that even if markets are completdly liberdized, a scenario of competitive
marketsin awide range of socid and public services would not materidize. Nonethdess, just as fears that
decentrdization would result in a“ corruption irruption” have proven unfounded, fears that a greater role for
market forces would inevitably be inimical for the poor are dso exaggerated. For reasons documented
ealier, the Indian state is much less accountable to its citizens than is either desirable, or expected, given
the deep roots that eectora democracy has taken in India. Wedlthier citizens seek out markets for the
provison of public services, be it hedlth, education and even security. The poor neither have the resources
to “buy” such services from the market, nor the ingtitutionad means to hold the state accountable for the
provision of such services, despite the ostensible expenditures by the state on such services. In this blesk
scenario, giving direct cash transfers to the poor in lieu of indirect government services, thereby alowing
the poor the option of “buying” public services, @ther from the Sate or from the market, might give the poor
the critical weapon they lack to press for improved accountability: choice. Either way the prospects for
accountability look less than sanguine in the neer future.

But fundamentally, the debate over decentraization returns us to the question | started with: what
conception of palitics do we operate with? It ssems to me that the fundamenta issue in the decentrdization
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debate is not technicd inditutiond design but “trugt”. All the arguments used againgt decentrdizing power
— lack of capacity, locd dlite capture — are arguments that could equally be leveled againgt Indian
democracy, and are essentidly paterndigtic. Imagine if our founding fathers had heeded the advice of
European Socid Theory againg introducing universal suffrage based on these grounds. What we need is
agmilar “legp of fath”. Decentrdization will not be the panacea for dl ills, but it has the potentia for
transforming the structure of palitics, from a palitics of identity to a politics of public goods.

In Lieu of a Conclusion

This paper has highlighted different facets that go into making of a palitics that is more accountable and
responsive. In particular, it has emphasized that the norms and expectations citizens hold each other to,
the design of indtitutions and the manner in which power is organized, al matter for accountability. But
the paper is dso a cautionary note againgt any quick fixes. Indeed, any purely administrative solutions,
that by pass the messy process of politics, are not likely to succeed or be enduring. The only dternative
is cregtivity and improvisation that uses the small openings and incentives that entrenched structures
provide and transforms them into virtuous cycles of hope. While this chapter has dedlt largely with the
chdlenges of inditutiondizing accountability, there are many experiments underway to empower citizens
more effectively. For indance, the right to information, while not a panacea, will certainly help citizens
monitor the delivery of socid services better. But in the finadl andys's, accountability is only possible
when the romance of a particular kind of politicsis restored, a palitics that recognizes that the good of
citizenship isimpaossible without reciprocity.
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