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When Local Government Strikes It Rich:
Generous Funding is Necessary but Insufficient

Alongside an ‘Accountability Deficit’

by James Manor

Over the last 25 years, dozens of governmemitsss Asia, Africa, Latin America and
eastern Europe have experimented with democratierdialisation — with the devolution of
powers and resources to elected local councils dbe of the fashions of our time. But in
most of these cases, local councils have do na Bagugh money to operate effectively.
Far too little funding has been passed down to threm above, and they have been given
few (or no) powers to collect revenue.

This is a deeply serious problem because adedunding is one of the three things that
are essential if democratic local government iwaok well. The other two are adequate
powers and reliable accountability mechanismaanif of these three ‘essentials’ is present
but weak, the local councils will limp along. Hais absent, then they always fail.
Inadequate funding is often a deeply serious props® it is common to find democratic
local government limping along or utterly crippled the scarcity of funds. This is true
even in industrialised countries — in for exampletain and much of the U.S. at present —
but it has reached epidemic proportions across¢ieloping world.

But what happens when a startling policy cleamigpvides elected local councils with
substantial new funds? We need to consider thisder to anticipate opportunities and
problems that will arise if governments in devetgpcountries decide to pass substantial
resources to democratic institutions near the goats Several governments with growing
economies (and thus growing revenues to spendjoaigdering such steps — partly because

1 J. ManorThe Political Economy of Democratic Decentralisat{gVorld Bank, Washington, 1999).



they have become interested in a programme thgidwaed immense sums into elected local
councils in Indig

This is the Mahatma Gandhi National Rural Eogpient Guarantee Act (or MGNREGA)
which since 2005 has given every rural househaditfht to demand and receive 100 days
of employment per year at (in India terms) a reabbngenerous minimum wage. It has
provided many tens of millions of poor families a hedge against destitution during
seasons in which the demand for labour is slacloaexistent.

This programme is important for several reasdhbkas more formidable transparency
mechanisms, to combat corruption, than any socaramme on earth. It reaches more
people than any other anti-poverty initiative ie thorld, and in history. It departs from the
predominant pattern, in and beyond India, by abamdpthe targeting of the poor. Instead, it
gives poor people the right to take advantage-efsib that it is self-targeting. It seeks to
inspire demands from the poor, by inculcating inthan awareness of their rights -- to work,
to information, and to social justice — which came as a basis for demands. It thus
attempts to enhance their capacity to operatetefédg and to exert influence in the public
sphere. It has its critics, but it has been wekediny many — including, unexpectedly, both
corporate and banking executiVesd ‘Maoist’ insurgents in under-developed ardas o
India.*

What mainly concerns us here is that the MGSREequires state governments in
India’s federal system to channel at least 50%efrhassive funds for this programme
through elected councils at the local level in rargas. That makes this the largest
downward transfer of funds to democratic local gowgent ever, anywhere in the world. In
India since 2005, local government has struckcht.ri

But what happens when elected local counaifslenly experience a surge in funding?
That is the topic of this paper. As we might expetany good things become possible.
Those of us who have sat in the offices of pensilesal councils in various developing
countries, and seen the despair on the faces ckdleepresentatives and council employees,
will naturally feel elated at the thought of genesancreases in funds.

But we should be careful what we wish for.inRd problems and dilemmas also arise.
One unintended consequence is especially importaespite its transparency mechanisms
which are designed to enhance accountability ~ardh promote it to some degree — the
day-to-day operations of the new programme in maogl arenas have undermined

2 The South African government has recently expdraismall pilot project which closely resembles th
Indian programme to include one million peopleislalso studying the details of the Indian prograo see

if it might be adapted for an even larger initiativThe Chinese government and two other goverrsnent
Africa are also examining it, and several in Latimerica and elsewhere in Asia have taken note of it

3 See for exampl&conomic Time1 May 2010.

* Arecent official analysis of the 33 district®sn affected by ‘Maoists’ or ‘Naxalites’, found thae
government was permitted by insurgents to spenthéae of it funds from the MGNREGA than from other
programmes. The percentage of total allocated MEGIR funds disbursed to beneficiaries was 72.76%, as
opposed to 37.60% and 57.44% of the funds fromdtlker programmesEconomic Timesl4 April 2010.
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accountability by the elected heads of local casrinitwo ways. First, they have become
less accountable (horizontally) to other electednivers of their councils. Second, they have
become less accountable (vertically, downwardytiinary people. So while the

MGNREGA has increased the provision of one of tired ‘essentials’ (adequate funding), in
many localities, it has weakened one of the otbssentials’ (accountability mechanisms).
This crucial ambiguity is examined in detail inglpaper.

Before we proceed further, brief commentsraeessary on the meanings of three terms
used here. ‘Politics’ looms large in this discassi- which is appropriate and inevitable
since democratic local government opens the doorai@ robust political activity at the
grassroots. As it is used here, the word ‘polificgplies the interplay of ideas, interests and
actors in pursuit of power — within but also beydordnal government structures.

‘Poverty’ is also defined broadly here, and inacnarrowly economistic terms. It is not
just a severe shortage of funds, incomes and absetalso a severe shortage of liberties,
opportunities and the capacity to operate effeltimad to exercise influence in the public
sphere.

In other words, ‘poverty’ consists in partao$evere shortage of ‘political capacity’.
‘Political capacity’ implies four things: poor pdefs political awareness, confidence, skills
and_connections (to other poor people and to alesng the non-poor). It is surely
appropriate to see a severe shortage of thesesthingne important dimension of ‘poverty’.

The discussion below first reminds readerhefways in which inadequate funding
cripples local democracy across much of the wolldhen explains key details of the
MGNREGA - including the transfer of substantialdsrio local councils -- and discusses
how struggles over this new money influence theabetur (and the accountability) of
important actors at and above the grassrootsiett tiscusses the need for balance between
funds, powers and accountability mechanisms, aatys@s an ‘accountability deficit’ within
the local councils that manage much of this prognam After assessing an important change
in the MGNREGA'S rules — a requirement that poorkeess be paid through bank accounts
— profiles are provided of three local council charsons, to illustrate the variations that
arise in different places. The paper then tacklksy issue: whether local council leaders are
villains, victims, or both. It concludes by arggithat enhanced transparency and greatly
increased funds do not — on their own — sufficentke local democracy flourish.
Accountability is also crucial, and it is harderatchieve.

The Problem of Inadequate Funding

® This view is shared by many in international@lepment agencies. See for example the commeithieby
World Bank’s Vice President for Sustainable Devetept in H.P. Binswanger-Mkhize, J.P. de Regt and S.
Spector Scaling Up Local Community Driven Development (LGD®DReal World Guide to Its Theory and
Practice,ebook (World Bank, Washington, 2009) p. iii.



Most readers with an interest in democrati@l@overnment understand the damaging
impact of inadequate funding on elected local mdieit a few comments are necessary here.
There are two ways to ensure that local councitsatdain funds: by devolving powers to
raise resources locally through taxes and feegpabg the devolving funds from higher
levels to the councils. The method used is fas Iegortant than the amounts of resources
which councils acquire as a result. In most deedéiséd systems across the developing
world, they are seriously short of resources. &nynthey are crippled by under-funding.

Such councils cannot deliver services, craasets, or respond to the needs and
preferences of local residents. Ordinary peoplekiyirecognise this and lose interest in
elected councils. If the introduction of local deeracy has been trumpeted by the
government (as it often is), something more destretappens. At first, local residents
become excited by the prospect of influencing deessto be taken locally about the
distinctive needs of their village or town — whitte previously over-centralised system
neither understood nor addressed. But once adocgicil is elected, and citizens discover
that it lacks the funds to meet those needs, tha@itement turns to anger and alienation
which can be politically destabilising.

To make matters worse, cash-starved local@tsuoften exist alongside other institutions
that are lavishly (and sometimes excessively) fdndehese usually take the form of ‘user
committees’ or ‘stakeholder committees’ (water asEmmittees, health committees, joint
forest management committees, etc.) which are otegler elected through less reliable
processes than those which choose the local couhle# local committees associated with
the World Bank social funds are another examphhisf Such parallel institutions
undermine the legitimacy of the local council ands of local democracy. When ordinary
people see that user committees are well fundedharsdcapable of getting things done, and
that the local council is penniless, they naturghgvitate towards the former. Local councils
become disregarded or even despfsed.

In recent years, this problem has become sdrael@ss serious — because of a growing
preoccupation with ‘fragile states’. Internatiodavelopment agencies (including the World
Bank) have begun to recognise that they shouldgtinen and not undermine mainstream
government institutions — and at the local leveht tmeans elected councils. But the problem
still exists in some countries, and even wherad one away, local councils often remain
very short of funds.

Until the MGNREGA was created in 2005, thissviraie across most of India. Two
constitutional amendments in 1993 decreed thategdldmodies should be created at three
levels — district, sub-district and locallt recommended that state governments in this

® For more detail, see J. Manor, “User Committe@$otentially Damaging New Wave of
Decentralisation?European Journal of Development Resed®pring, 2004) — which also appeared in J.
Ribot and A.M. Larsen (edsDemocratic Decentralisation through a Natural ReseulLengRoutledge,
London, 2004).

" These were the ?3and 74" amendments to the constitution which dealt wittarand urban areas,
respectively.



federal system devolve substantial powers and regsuo these institutions. On paper, this
was a huge step forward for democratic decenttadisgbut in practice, the ensuing changes
were quite modest. This is explained by a prowisioindia’s constitution which gives state
governments responsibility for local councils. Miers and legislators in most states were
reluctant to give up powers and resources which tiael long controlled to elected
representatives at lower levels. Some state gaovents -- between four and six out of 28 --
have been enthusiastic about decentralisatiora Bataller number have been hostile to it,
and most have been lukewarm. So the amendmea&98fproduced only a limited and
patchy regeneration of local democracy.

When the MGNREGA which channels massive navd$uo elected local councils was
introduced in 2005, many observers expected tlal emocracy would undergo a strong
revival. This was, after all, the most generowsease in local government funds ever to
occur anywhere in the world. As we shall see ctienges which local councils have
experienced are in many ways exhilarating, but tiese also encountered complications and
serious problems — in large part because (as wess®abelow) a surge in funding is not
enough. Other things are also essential — mostritgptly, accountability which has been
weakened in many Indian villages by the MGNREGA.

The Creation of the MGNREGA

In 2004, a multi-party alliance led by the Qoass Party won a parliamentary election in
India. This victory was widely reported in the ial and international media as the result of
a revolt of the rural poor against the previousegament’'s emphasis on globalization and
economic liberalization. This was a myth. The @ess and its allies were more strongly
supported by prosperous groups and urban dweharshy the rural poor. But the myth was
politically useful since it made Congress-led alia appear progressive and humane. The
party president, Sonia Gandhi, set out to give tauge to this image and to win the support
of the rural poor at the next national electiorney are a potent political resource. Two-
thirds of Indians live in villages, many of thenegroor, and a majority of them perceive
themselves (sometimes inaccurately) to be PoShe gathered round her many of India’s
most enlightened civil society leaders, academmckfarmer civil servants, and asked them
to develop ideas for progressive programmes tocegoverty.

They came up with several proposals, the mgsbrtant of which by far was what is now
known as the MGNREGA. The work which villagers egiven the right to demand would
be hard manual toil — digging ditches and wellpameng roads, etc. — but it would provide
poor families that had been left behind by rapidnemic growth with crucial protection
against destitution.

In this paper, we need to focus on the hugdiaations of the MNREGA for elected local
councils. Other aspects of the programme williseubsed at various points here, but only

8 | am grateful to the Lokniti team at the Ceriféeveloping Societies, Delhi for this last point.



when they become relevant to that topiState governments are required by this law to
permit local councils to manage at least 50% of NREEGA projects, and that implies that
immense amounts of new money will flow to themsrAall number of state governments
have given those councils much larger shares gbtbgramme’s projects — because they
believe (correctly) that the work of the councidar more transparent than the operations of
government ministries which control the rest of phejects. Most of the 28 state
governments have transferred 50% of the projedisctd councils, but two have not done so
—in one case because councils were not electddaiat2010, and in the other because the
government has broken the law by completely exolyidbuncils from this programnt@.

Most state governments did rather little, hogreto ensure that other key features of the
MGNREGA worked as intended. They made little dfformount effective campaigns to
make villagers aware that it differed from othevgmment programmes in that it was
demand-driven — that all households had the riglieimand and receive up to 100 days of
employment. (This is important because it meaasttie programme is open to significant
numbers of poor people who for some reason haveenetved certificates showing that they
live below the official poverty line.) Most stag@vernments did little to explain that the
paper ‘job cards’, which every labourer is giveontained records of days worked which
were supposed to match computerised records iga Ausystem — to protect labourers
against false entries on ‘job cards’. Nor did tkheymuch to explain that people who did not
receive work within 15 days of requesting it weligible for unemployment payments. Nor
did most state governments do much to make suterthss meetings at the local levgdagm
sabha$ discussed MGNREGA plans being developed by locahcils, or to see to it that
periodic social audits were held to investigatala@ouncils’ management of the programme.
Taken together, these features of the programmeijadal the strongest set of transparency
mechanisms in any poverty programme in the woBdt nearly all state governments were
extremely reluctant to encourage transparency leadaownward accountability which might
result from it.

Crucially, most chairpersons of elected lamalncils share this distaste for transparency.
They find it extremely inconvenient to be questmadout their actions in village mass
meetings, or to submit themselves to social auditsey are also reluctant to share power
over decisions about MGNREGA projects with ordinaitiagers — or indeed, with elected
members of the councils that they head (a key tdisicussed in more detail below). So they
have done little to compensate for the lack ofrefy state governments to promote
awareness — which would increase pressure on thact accountably. Their reluctance is
partly explained by their resentment over one f@atd the programme. Its powerful
transparency mechanisms focus entirely on actigneebple (including them) at the local

° This writer and Rob Jenkins are currently wgtimbook covering all of the important elementthef
programme. We are grateful to the UK Economic &adial Research Council and to Britain's Departrient
International Development (the original sourceha tunds) for a major grant to pursue this research

19 This latter exception was the government in AadPradesh. It got away with this because the stat
government is controlled by the Congress Party wvkince 2004 has been in power in New Delhi — and
Congress leaders at the national level did not weanhdermine their own government in an importdate.
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level, and not on actions by official at higherdes/in the administration — who swiftly began
refusing to provide essential assistance unlesd émuncil chairpersons offered them bribes
(again, see below).

A further comment is required here on locakseetings, since the issue is complicated.
Leaders of elected local councils, across Indiaahaver the world, are reluctant to be
interrogated at such meetings. They tend strotmghold so-called mass meetings without
adequate (or any) publicity and/or at times whemstpeople are busy with other activities,
or to avoid them altogethét. When a group of leading analysts was asked ahass
meetings in late 2010, they concluded unanimoumy mass meetings had had only a
minimal impact — except in a modest number of litiesl where enlightened civil society
organisations had worked intensivéfyThis view understates somewhat the efficacy under
this programme of mass meetings -- which are irgdrid complement the ‘periodic
accountability’ represented by elections with miemntinuous accountability’ between
elections. An extensive survey of villages in shete of Rajasthan found that 27% of
workers on MGNREGA projects (that is, poor peopia)l participated in mass meetings in a
district where no formidable civil society orgartisa had worked, and that 38% of workers
had participated in a second district where sugamisations had been actie These may
sound like low percentages because they fall fartsif 100%. But since the international
norm for participation in mass meetings is clos&éno’, these figures indicate that
participation under this was programme was notakivThis evidence is somewhat (though
only somewhat) more encouraging than the disma¥ waich predominates in discussions
of this programme.

Immense sums of money have flowed to locahcisi under the MGNREGA. Actual
expenditure (as opposed to budgetary provisiorsded on paper) on this programme has
been massive, and has risen during each yearisipéementation began in 2006. The total
outlay for the four years between 2006 and 2010R&s17.97 billion, equivalent to US$
395 million. Since roughly half of this amount wéa local councils, this represents a
spectacular increase in the resources availaltiteetn. Leaders of these councils have
repeatedly told this writer (with great pride) thia¢y now have more funds to spend than
their state legislator does from the latter’'s citmehcy development fund. The days when
legislators sneered at impecunious local counsilioe gone.

The number of poor households which have nbthivork under the MGNREGA is also
enormous — making this the largest poverty prograrnmihe world. Between April 2006
and March 2010, 153.03 million had done so — apddhals have increased every year. So
have the number of ‘persondays’ worked: 7.34 hillkver that same time span. The use of
the term ‘persondays’, rather than ‘mandays’, igrapriate because women have

' See J. ManoiThe Political Economy of Democratic Decentralisat{@Vorld Bank, Washington, 1999).

2 This view emerged from a workshop which we caned in New Delhi on 7 December 2010.

13 The survey formed part of an analysis by Rolkidsrand this writer of the MGNREGA. Somewhat $&mi
figures emerged from another state, Madhya Pradesh.
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participated on an immense scale. They perfornée@4s of the work between 2006 and
2010 — and in 2010-11, they accounted for just 65086

When Local Councils Strike It Rich, People ‘Follothe Money’

When abundant new funds are injected intol lanas, they attract attention. Different
groups of people ‘follow the money’ with differeaims in mind. The results are partly
encouraging and partly destructive.

Increased MGNREGA funds generate excitememtingnordinary people and elected
members and chairpersons of local councils. People who can obtain well paid work
under this programme see that the money may gera thpportunities to earn enough to feed
their families adequately, to send their childrers¢hool instead of to work, and to protect
them against shocks such as sudden ilinesseslaessiés. All local residents — poor and
non-poor -- understand that it may now be possdlzeate or repair local assets (school
buildings, wells, minor roads, etc.) which haveddaeen local priorities but which higher-
level government actors have ignored. Ordinarypfeebecome more active in the public
sphere because at last the resources are avahabéeto get useful things done -- so political
participation increases. (That is good news in@iritkelf, but increased participation in
local government has also been shown to benefit peaple!®) Local civil society also
becomes more vibrant. Old, sleepy voluntary orggtions revive and new organisations are
formed because people see that collective actignimflaence decisions that will materially
affect their lives. The members and chairpersdmdezted councils naturally respond with
great relish since they have finally been givennalaunt resources with which to address local
needs. All of this is encouraging.

But that is only part of the story. Other peopland some of the same people — see an
opportunity to steal some of the new money. Buresta at higher levels are unhappy that
such substantial funds have been passed to logatits, and they set out to force the latter
to provide payoffs in exchange for official measneats and approvals which they must
issue before funds are fully released to those @sunSome of the members and
chairpersons of the councils are also tempteduwerdsome of those funds — in order to
enrich themselves, to amass funds for future electampaigns, and to pay bribes to higher-
ups. Contractors who execute minor constructi@fepts see an opportunity to profit from
the MGNREGA - even though they are banned by thdrAm participating. (In most parts
of India, the ban has worked, but contractors sonest play a role.) And some ordinary
people in each locality also hanker after illiqiofits.

The result of all of this is a complex game in win@rious sets of actors pursue their
different aims. The outcomes are almost alwaysigmolnis. In some localities we find that
corruption is minimised so the constructive intens of the programme are largely fulfilled,

4" Source: The NREGA website _at nrega.nic.in.
15 See the essays in th2S Bulletin(December 2009).



but in others, they are for the most part thwart€dese processes are discussed in more
detail later in this paper, when we consider theNNREGA from the viewpoints of various
local actors, and when we examine a twist in tiodlipe of this story — a change in the rules
of the game which altered the way that it is plagad reduced corruption. But before we
discuss those things, further comments are needdéoeahree things which are ‘essential’ if
local democracy is to work well.

Money Isn’t Everything: A Need to Balance Funding,owers and Accountability

The finances of local councils must not bengaeasolation. Even where funding is
generous — as it is in this case — other things caage the system to malfunction. Adequate
funds must be accompanied by adequate powers halol@eaccountability mechanisms — to
ensure both the accountability of bureaucratsdotet! representatives, and of elected
representatives to ordinary people. To reitetimy of these three essentials is absent,
local democracy will fail. If any is present bueak, local democracy will limp along. None
of the three essentials is absent anywhere in.In8id as we shall see, in many parts of the
country, the latter two essentials are weak — salloouncils and the MGNREGA are
limping along.

Let us first consider the powers which localmrcils have been given under the
MGNREGA. There must be some sort of balance betviweding and powers. In this
programme, we find an imbalance. It differs frdm tisual imbalance. It is quite common —
all over the world, including in many Indian stabefore the MGNREGA was introduced —
for local councils to be given significant powers at least significant responsibilities (which
is not the same thing) but too little money to parf them. This results in unfunded or
seriously under-funded mandates. The MGNREGA smeethis pattern. It gives local
councils significant new money, but too few powaver how to use it. That is a new type of
imbalance, but it is an imbalance nonetheless.

On paper, the imbalance is not immediatelyialos. The Act states that elected local
councils should control the funds for at least lo&lfhe projects to be undertaken under the
MGNREGA — which suggests that they will have exiempowers over decisions about
those projects. We also read that local councdg@engage in planning exercises, during
which they identify a number of projects that thdgh to complete, and then list them in
order of priority. Those which cannot be startedniediately will be placed on a “shelf”,
awaiting action later. Elected councils higher afpthe sub-district level, are given the task
of combining the plans made by local councils siib-district plans — a process which does
not at first glance seem to undermine local coshpibwers. And then elected councils at
the much higher district level are given the poweapprove local and sub-district council
decisions. Since they too are elected bodiessthiads like nothing more than a modest
check on strange decisions made at lower leveds litBe that we find on paper appears to
open the door to bureaucratic meddling or bullying.

We might become a little suspicious when vaslrihe sections of the Act which deal with

transparency mechanisms. These are so complefoaniiable that at first, our attention
9



fixes upon how they work. Only when we understdrad do we ask who the targets of these
mechanisms are — and then we discover that thegirmex entirely at local councils and
processes at the local levels. They do not foousations that occur at higher levels.

This means that there is an imbalance in ttie & gives significant new powers to actors
at higher levels — especially to those at the satsick level (the next level up from the
grassroots) — at the same time as it gives sigmtioew funds and (apparently) new powers
to local councils. But its transparency mechaniseek to reveal and deter malpractice only
at the local level. Corrupt actors at higher Isyekpecially at the sub-district level, can
exercise their new powers under cover of darkndske\wotent transparency mechanisms
shine a bright light on those at the grassrootsndé the imbalance.

To make matters worse, elected councils attheial sub-district level are very weak in
all Indian state$® Decentralised systems there empower local aridadisouncils far more
than the sub-district councils which stand betwibem on the ladder. As a result, the people
at the sub-district level who decide which locafprences to combine into plans are
bureaucrats and not largely powerless elected d@bansc The architects who designed the
MGNREGA were well informed about public works pragrmes and how to achieve
transparency, but they appear to have been ingritlg aware of this important reality --
they were seriously under-informed about the detafildemocratic decentralisation in
various Indian states. This tips the imbalanceh&rrin favour of bureaucrats at the sub-
district level, to the disadvantage of elected @iarand their leaders at the local level.

The fundamental problem here is that, in pcacthe MGNREGA has given local
councils too few powers in relation to those buceais. As one of the most perceptive
analysts of the programme recently said -- in aroemt which refers to accountability, the
issue that we will consider next:

...responsibilities have been dumped on local ctsiatong with significant funds to
fulfil them. But councils were not given adequptavers and accountability
mechanisms. That suits the higher-level politisiand bureaucrats who influence
how the system will work. They are determineduoid being made accountable, so
they undermine accountability even at the loca¢élevso that a culture of
accountability does not develop there. It mightagd upwards, like a virus, to reach
them?!’

The ‘power deficit’ in elected local councils assfer three reasons. The first is already
apparent: transparency mechanisms focus only amsaat the local level and not on
bureaucrats at higher levels. Second, local ctaiheve — not on paper but_ in practice — too
few powers over decisions under this programmard]hnd again in practice, the
MGNREGA has triggered a marked shift in power afvayn members of local councils to
their chairpersons (who are squeezed for bribdsubgaucrats at higher levels) — so that the

16| am grateful to S.S. Meenakshisundaram fosstng this point.
" Interview, New Delhi, 7 December 2010. Thisgoerspoke on condition of anonymity.
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councils as collective bodies are left with limitefluence. This is examined in the
discussion just below. And as we shall see, fhosver deficit’ produces a further problem
which strikes at another of the three essentialsaecountability deficit’.

The Redistribution of Power within Local Councils and an ‘Accountability Deficit’

The substantial new money that the MGNREGAHbrasght to local councils, and the new
responsibilities that it has imposed on them, tedtered the distribution of power within
most councils. The chairpersons of the councilehleecome much more powerful in
relation to other elected members. Three thingsaarth noting here.

First, because far more money is now avail&blecal councils, chairpersons make much
more energetic efforts than before to manipulatallpolitics in ways that strengthen their
influence over council affairs. They are driverdtothis because it will help them to divert
money illegally from MGNREGA — partly to enrich tingelves, but also to fund bribes that
must often be paid to bureaucrats at the sub-clisérvel in order to persuade the latter to
provide various certificates and measurements blipworks which are required before
government funds are fully released to them

Second, the MGNREGA makes council leaderdliegasponsible for the maintenance of
numerous registers and records — adding to thesady very heavy burden of paperwork —
so that the total number of such documents nowdstahbetween 19 and 21, depending on
which Indian state we are discussing. Other cdunembers do not share in this
responsibility — which is both bad news and goodstor the chairpersons. It means that
they must shoulder the heavy workload. But it @ses them control over the official
record of what has happened under the MGNREGA eesither councillors seldom inspect
the documents. This enhances chairpersons’ p@lagive to other council members.

Third, to make the programme work, frequeretings with officials at the sub-district
level are necessary. And since only the local cbwhairpersons (and possibly the council
secretaries — civil servants who assist them) fufiglerstand what has happened at the local
level — because they keep the records -- they be¢bensole gatekeepers over such
interactions. This again enhances their influendest council members only know what
the council chairperson tells them about thesei@ruomeetings?®

Readers will have noted the use here of thelvabairperson’ rather than ‘chairman’.
There is more to this than political correctnessabse at least 30 percent, and in some states
50 percent of the posts as council leaders arevexséor women. Various proportions of
these posts are also reserved for members of distatyed social (caste) groups. These
reservations influence power relations within looalincils. Some women and some
members of disadvantaged castes (both female alej wizgo chair local councils have

8 |In some Indian states local council chairpersmesdirectly elected by voters, while in othersytare
indirectly elected by council members. But in heitcase do other councillors have much leverage the
chairpersons.
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limited political capacity — that is, political avemess, confidence, skills and connections.
When that is true, they are unable to exercise danti(or often, even strong) influence over
council affairs. Other powerful local leaders, wdre sometimes councillors and sometimes
not, wield great power informally. But in most &councils, including many whose
chairpersons hold ‘reserved’ posts, the officialder is very powerful — and has become
more powerful thanks to the MGNREGA.

This has ambiguous implications for the heafttocal democracy. Many influential
chairpersons use their power to benefit diverseaksgooups within the locality, mainly
because that is in their political interests. Tyt to remain broadly popular in order to get
re-elected. Where that is true, local democraéffemilimited damage. The main change is
that citizens must reach out not to all councillous mainly to the chairperson since s/he has
immense power. But this does not always happere some chairpersons do not attend to
the interests of diverse groups. And even wheoéis happen, it damages the capacity of
other elected members of the council to represasht@meet the needs of their constituents.
Hence the ambiguity.

A Surprising Twist in the Plot: The Introduction oBank Accounts

A year or so after the MGNREGA had been inaatpd, the ministry that administers it in
New Delhi became worried by reports that when wierkeere paid in cash, they were often
cheated of some of their wages. To prevent thiiamge was introduced requiring them to
be paid through bank accounts. This idea was gly@upported by India’s Planning
Commission because it meant that most poor village&uld need to open such accounts, and
that would lead in turn to their ‘financial inclosi’ in the national banking network —
opening up channels through which certain otheefitsncould reach them. This change has
had more far-reaching implications than anyone @wNDelhi anticipated. Most importantly,
it has largely put an end to numerous manoeuvréscks which corrupt leaders at the local
level had earlier used to steal money from workers.

A few examples (there are many nfdravill illustrate this. Before bank accounts,
village-level officials sometimes recorded feweyslan a worker’s job card than s/he has
actually laboured, and they then entered a largether of days into the MGNREGA's IT
system which is used to determine how much moneyldigo to each worker. The village
officials would then pay the workers for the smatember of days and pocket the rest of the
money. When bank accounts were introduced, thaarbhe impossible because the wages,
paid according to data in the IT system, all hagddo their accounts. The new system cut
out the middle men. It is also now extremely difft for local officials to claim funds for
non-existent workers, since bank accounts mustdsged for them, and impersonators must
withdraw funds from them. It is now much more cdicgied to arrange wage payments for
non-existent local projects, since wages for wdldgadly done on them must again pass into
bank accounts — which makes the scam apparentrt@ergp and which may give workers

19 A full picture of the tricks that have been usaad of the ways in which the introduction of bamcounts
has undercut them, will appear in the book whigés writer and Rob Jenkins are producing on the MGSR.
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opportunities to demand a share of the profitodeep them all. When the IT records show
that workers have completed tasks that have agthaén performed cheaply by machines,
profits can only be obtained by local officials wh@nce again) they make workers aware of
this and seek a share of the illicit payments wiiiev into their bank accounts. When the

IT system shows that workers have received offiwiafje rates, it is now very difficult to pay
them less and then pocket the difference -- becdugstill wage goes into their accounts.
Here again, workers will inevitably become awar¢hef manoeuvre because the system is
now more transparent to them, and they may resistadds for money.

The acute problems which corrupt local offieilaave experienced since the introduction
of bank accounts are apparent in two ways. Mefgre bank accounts were required, many
people paid substantial bribes to obtain postseastib-district level, on the assumption that
they could make abundant illicit profits from workewages. Once bank accounts were
introduced, their hopes were dashed. As one of tated: “before, we got the cream”, but
now, “we are in a loss as some of them had paia dplakh (100,000 rupees or US$2,196)
too [sic] get a posting in MGNREGA... now we wibtbe able to earn anything’” Second,
those who wish to siphon funds from the programaneshargely abandoned attempts to
steal from the 60% of its budget allotted to woskerages, and are concentrating on the 40%
or so which are used to purchase and transportialatéor projects.

Even before bank accounts were introducedlag harder to steal money from the
MGNREGA than from any other Indian government pamgme — thanks to other
transparency mechanisms built into the system. bBok accounts have added an additional
complication which has helped to make several dilagsparency mechanisms more
formidable, and theft more challenging.

It is very important that workers’ wages aoswlargely protected from thieves. But other
gains have also occurred. Many corrupt manoethaies become apparent to the potential
victims, and this newly enhanced transparency msred anger, plus greater vigilance and
assertiveness, among poor people. In other wtrdstheir political capacity has been
strengthened by the greater transparency that derdunts have produced. Their political
awareness has increased markedly, and some haveretlhe confidence to assert
themselves in response to attempts to cheat tidmse who do so acquire new political
skills and often new political connections to otherkers who face similar problems. This
change has brought greater pressure on the heatksctéd local councils to be downwardly
accountable. But in most localities, that hasaumhpensated for the decrease in
accountability which has occurred. Over time, hesvethe enhancement of poor people’s
political capacity may compel local leaders to leeanore accountable.

Even where greater transparency only or majehyerates frustration among poor people,
there is a certain utility in it — and it has naterged unintentionally. Some of the architects
of the MGNREGA hoped that the transparency mechasia this programme would reveal

2 This is from the field notes of our researchnegecorded in late 2008 in Shivpuri District of theya
Pradesh.
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misdeeds to poor workers, and foster constructiseotitent among them, which would in
turn inspire action that would strengthen theiitpal capacity.

Bank accounts have not been an unmixed bigésirworkers. They have also caused
serious problems. Their introduction triggeredignged slowdowns and even stoppages in
MGNREGA work in many states, while corrupt offidaearched — unsuccessfully -- for
ways round the new rules. Lengthy delays in thar@nt of wages have also occurred. This
has enabled private employers, who had been fdrgéde MGNREGA to pay higher wages,
to persuade labourers to work for them at loweregafan the programme pays — because
‘at least we pay on time’. The number of bank bhees is so limited that workers often need
to travel long distances, and lose a day’s wagesach them. Bank employees sometimes
turn them away or demand bribes to release fuAdsl if workers send intermediaries with
bundles of account books to extract wages, therlatso sometimes demand bribes. So the
gains in income and transparency for workers mestdmsidered alongside these clear
disadvantages.

The impact of bank accounts has also haddiroits. This was authoritatively explained
by a formidable civil society activist in a decitiednder-developed district of Madhya
Pradesh state. She knows whereof she speaksstiad®s helped the poor villagers there to
begin to develop the capacity, organisation antinaton to make good use of the
MGNREGA transparency mechanisms. She argued them woor people become capable
of making local mass meetings, social audits ahdrahechanisms operate properly, then the
fundamentals of the socio-political order will bedd changé? Little of this has yet
happened in most of rural India. But the gradealdway that has been made in that district
and numerous other apparently unpromising plaatisates that it is not entirely naive to
expect pressure from below to become significantigh to enhance downward
accountability. When we consider this alongsidetla@r basic change that occurred across
most of the country before the MGNREGA was establis the decline in the power of caste
hierarchies (for many learned observers, an un#tilgkdevelopment only a generation ago),
we must conclude that the view of village Indisaagtagnant place where inequities and
injustices are eternal is serious flawed.

Her comment also reminds us of other crumakerns. The decision from the apex of
India’s political system to require payments thriolgink accounts has clearly enhanced the
transparency of the MNREGA in important ways. Beither this nor any other change
imposed from the top will suffice to make this praxgpme and local democracy work well.
That will only happen when major changes occur fthenbottom up. The introduction of
bank accounts has reduced the ‘transparency déficite system, but it has not entirely
removed it. And more crucially, local democracyehe despite (and in part because of) the
recent surge in funds for local councils — is sfflicted by an ‘accountability deficit’.

Greater transparency will facilitate the furtheesgthening accountability, mainly from the
bottom up. But that will be a slow, difficult, amehcertain process. We must return to these

2L Interview with Madhuri Behn, Barwani, 5 DecemBe08.
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issues shortly, but they will become clearer iffiest consider the roles played by key local
actors — council leaders — in greater detail.

The View from the Council Leader’s Office: Three Gas

To illustrate some of the variations that \welfas we move from locality to locality, here
are concise profiles of three local council chaispes in a fairly typical Indian state where
the MGNREGA has been reasonably well implemefteti.should be stressed that the first
two people depicted here are rather untypicalwvmsenses. They have little interest in
stealing money from the programme, and they hawredffferent reasons) largely eluded
attempts by bureaucrats at the sub-district lavelktort substantial bribes from them. The
third chairperson described here is more typiéateshe differs from the first two on both
counts. These leaders operate in, respectivehgesh case’, a ‘worst case’, and an
ambiguous district.

A. A formidable woman in a ‘best case’ district: Tirst is a woman who has been
elected to one of the 30 percent of local courtadlics that are reserved for women
candidates. She comes from a caste which stardsheemiddle of the old social
hierarchy, so that caste is neither a great hel@rms@rious hindrance in her political
career. She has received a rudimentary educatidnoding a few years in secondary
school. She has certain advantages which are iiaalesto most council leaders in
this state. She comes from a district that is uallg prosperous and comparatively
well developed, mainly because it is located nlearstate capital. A good road links it
to the capital, so the district is also quite Visito visitors from outside the state.
Voters there form part of the support base forstlage’s ruling party. As a result, of
those last two things, senior politicians in thpita are anxious to ensure that the
district is well governed. They have inserted andst and effective bureaucrat to
head the district administration, and to minimisergption within the MGNREGA.
This chairwoman also receives assistance fronoagticonstructive civil society
organisation. It has run very effective capaciytding programmes for elected local
councillors, and has constructed a strong assoniafi council chairpersons — both of
which have enhanced this woman’s self confidencehan management and
negotiating skills. Such support from civil sogiet available in only a small minority
of districts in this state. For all of these reasdhis is a ‘best case’ district.

She has an ebullient personality, and it dyibkecomes apparent from her
command of the finer details of the MGNREGA thag slas impressive analytical
skills. But she is not puffed up with self-imparte because she is acutely aware that
her political future depends on her capacity teas¢he villagers who might re-elect

22 The state is Madhya Pradesh, which is typicahamy ways, but rather under-developed. By chapain
state where the MGNREGA has been well implememnedexclude problems and complications which arise
for a reason external to the programme -- becasgs&t@ government manages it poorly. Interviewh ttie

first of these people occurred at a meeting ofrpleasons, and with the latter two in their villagféices in
November and December 2008. | am grateful to Yiediasnar and Vashil Naik of the admirable civil stgi
organisatiorSamartharfor assistance in these encounters.
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her. That will not be easy since the chairpersposts which are reserved for women
rotate at the end of every five-year term. Whes steks re-election, she will face
competition from male candidates. Most chairwomwéio attempt that are
unsuccessful. She is therefore intensely focusetth® task of leading the council in a
responsive, constructive manner.

She is intelligent enough to see that thepshrarease in government funds for her
council from the MGNREGA offers her an opporturttyenrich herself. But she also
knows that stealing money is bad politics. Locahdcracy is so transparent that
corruption will not go unnoticed in the way thabften does when it occurs at higher
levels. She therefore restrains herself in theeltbpt a good reputation will enable
her to defeat male candidates who may have modsftmmspend than she does at the
next election.

Independent witnesses state firmly that stsentod diverted funds from the
programme, and that she has refused to providedfiom the MGNREGA budget to
bureaucrats at the sub-district level. When shasked about this, she explains that
three things have enabled her to say no. The Witsth she states with fierce pride, is
her own stubbornness. “I will not play the gam®ulit she quickly adds a second: the
district’s senior administrator keeps pressing digtrict bureaucrats to implement the
programme properly, without demanding kickbacksajgprovals and measurements
of the work done by labourers. And he looks varetully into proposals from the
sub-district to prosecute local council chairpessfor misconduct, since he knows
that these are often used against honest locadiig#ol force them to provide bribes.
The third factor is the civil society organisatirat is active in her area. It supports
local councils with effective efforts to enhanceitrawareness of the details of the
MGNREGA and their capacity to administer it. Ihqaublicise attempts by
bureaucrats to steal funds from local councilsd Abhove all, the strong association of
council leaders that it has helped to create pesvalcollective defence against
demands for payoffs.

She knows that these things — apart from tudbernness — are largely or entirely
unavailable in other parts of this state. Mostriisadministrators are somewhat less
energetic and effective than the one here, andrafe deeply corrupt. Constructive
civil society organisations operate in strengtbmhy a handful of this state’s 48
districts. Most local council chairpersons therefget no help in developing their
political capacity, and strong associations of @iueaders exist, again, in only a tiny
number of districts. So for her, conditions aresurally promising, and
knowledgeable observers of the local scene saystighas a fighting chance to gain
re-election at the end of her term.

. An adroit young man in a ‘worst case’ district: tlus now turn from one of a small
number of encouraging districts to one of a tingdfal of ‘worst case’ districts in this
state -- where most districts are ambiguous. W ffio civil society activity of any
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significance there, and instead of preventing ssbridt bureaucrats from diverting
funds from the MGNREGA, the senior district admirasor applies pressure on his
subordinates to milk the programme aggressivelyis & no accident. Senior
politicians in the state capital have inserted there to do precisely that. He and sub-
district bureaucrats are permitted to keep portafrthe money, but they must also
pass a hefty percentage up to the state level vehkading figure in the ruling party
takes charge of it.

This district has three characteristics whitdike it a logical place for such grand
larceny. lItis located in a region in which theimapposition party is strong, so that
popular discontent there will do little damagehe tuling party. The district is remote
and not served by good communications and roads,adiems there are less likely to
become visible. And it is extremely under-devethms® that its impoverished and
severely under-educated residents are unlikely makeh of a fuss.

Most heads of local councils there are antieecy of higher-level bureaucrats, but
there are a few exceptions. One of them is a mdunsimid-30s who has made the
most of a secondary education in the poor schddlsspoor district. He is from a
numerically powerful ‘backward caste’, which ingtdarea — where still lower castes
comprise much of the population — means that heesdnom the lower-middle tier of
the traditional caste hierarchy. He shows no sajrsocial insecurity. He is bursting
with self confidence and determination to get ulséfungs done for his constituents, in
a participatory manner that will strengthen thelf esteem, their political skills and
his popularity.

He plainly believes that this has earned hipositive reputation across this region
of the state. That is important to him becauses laenbitious — he wants to become a
state legislator. Leaders of his party which auityegoverns the state have not yet
awarded him a ticket for a legislative electiont be is solidly committed to the
party’s success. His well appointed office isdested with party flags and posters.
He stresses that his ambitions provide a cleaninezto avoid stealing funds from his
constituents or from government programmes, sinepatation for honesty and
efficacy are crucial to his long-term political ppects. Knowledgeable informants
from this area, and ordinary people in surroundifigges, consistently attest that his
description of himself is accurate.

He is disinclined not just to take bribes &lsb to pay them to people at the sub-
district level. He explains how he minimises thgdr. He undertakes no NREGA
project that costs more than Rs.500,000 ($10,7&6ause if he goes above that
amount, he will require approval from block-levéfi@als which will only be
provided in exchange for a hefty illicit fee. @ important local need can only be met
by spending more than that amount, he splits @ twb apparently separate projects,
each of which costs under Rs.500,000.) He casefodintains detailed electronic and
paper records of all actions taken under the MGNRE&Rd he faithfully fills in the
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21 registers and record books that he is requaoguidvide. So when officials from
the sub-district level examine these things, theg ho errors which might result in
demands for bribes in exchange for their sileri8et this man emphasises that most
other council chairpersons are less confident,désstive to record keeping, and less
well connected politically than he is. Well infoechobservers add that most of them
are less committed to their tasks and far lessigally adroit. So across most of this
‘worst case’ district, council leaders are far mouénerable to illicit demands from
higher up.

But even this able man cannot entirely avoid makiagments to sub-district
officials. This is because, while the MGNREGA Imaightily increased the flow of
funds to local councils, it has also provided newers to bureaucrats at the sub-
district level. In districts like the first one slzribed above, where watchful senior
officials press their subordinates at that leveaktstrain themselves from profiteering,
the squeezing of local council leaders for kicklzaisklimited. But in this ‘worst case’
district, senior officials actively encourage satjuses. This council chairman can
minimise such payments by scrupulous record-keepiaighe is unable to escape
demands from bribes when measurements of works):ade, or when certificates of
successful completion are issued. He knows inflakfigures at higher levels in his
party, but his appeals to them for help have preduw response because they are
outranked by the senior party leader at the séatel Who receives funds passed
upward from this district.

It bears repeating that in only three or foutho$ state’s 48 districts is the
MGNREGA systematically manipulated in this way. t8e number of ‘worst case’
districts is quite small. The leader at the skael who receives funds from ‘worst
case’ districts has carefully limited their numbsy,that the state’s overall
performance under the MGNREGA is reasonably gdde.and his associates know
that when it works well in most areas, the ruliragtp gains popularity.

C. A man of average talents in an ambiguous distiiatially, consider a more typical
local council leader in a more typical districte ¥ more typical because, in contrast
to the two people discussed above, he is not péatly adroit, self-confident or well
connected — he is close to the average on all toeets. His district is typical
because, like the great majority of districts iis ttate, it is neither a ‘best’ nor a
‘worst’ case. Senior bureaucrats there do ndt seenilk the MGNREGA for illicit
funds, but they also do little to maintain highnstards of conduct.

This leaves bureaucrats at the sub-distn@l lvith some opportunities to squeeze
local councils and their leaders for payoffs frolMREGA funds. But this is no free
for all. Here, as in every part of the state, safntem are sufficiently committed to
public service and their professional duty to @stthemselve&® So this local

% This comment is based on interviews with théciffs themselves and with knowledgeable obsenérs
vouched for them, in November and December 2008.
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council chairman faces demands for sizeable kidkb&om some but not all officials
at the sub-district level. But the payments thehtust make still represent a financial
burden that he can only bear by diverting fundesiftbe MGNREGA. The
introduction of bank accounts has forced him tg ne&ainly on phoney or inflated
invoices for the purchase and the transportatianaterials like cement and bricks to
be used in local works projects.

He is alarmed to discover that officials ie $ub-district office are beginning to
centralise the procurement of materials — a widsggptrend which has made things
more difficult for local council chairpersons in otuof India. They claim that they
are seeking economies of scale, but he believéshbaga want to maximise their
control over the 40% or so of the MGNREGA budgetohitan be used for materials,
since they (and he) now recognise that bank aceauake thefts from workers’
wages an unpromising option. He — unlike the teaxlers discussed above, but like
most chairpersons in this state — is often forceahntdertake public works projects
preferred by sub-district officials rather thanlbgal residents and councillots.He
has managed to use his control over documentatoluding those invoices) to
centralise power within his council, so his prdditiag is not obvious to others in his
locality. This concealment is widely resented, lreithas managed to sustain some of
his popularity by ensuring that abundant opportesitor work under the MGNREGA
go to members of the factions and castes who hategl\for him in the past. But he
worries that this may not be enough to secureeaetien.

Local Council Chairpersons: Villains or Victims —raBoth?

Most chairpersons of local councils -- likéstlast, typical leader -- engage in villainy.
(So do many council secretaries, the civil servarits assist them.) The architects of the
MGNREGA had this in mind when they focused trangpay mechanisms only on the local
level. Since local officials have been targetethia way, it is no surprise that these
mechanisms have mainly revealed misdeeds comntjtéidem, and not by officials at
higher levels. In other words, the MGNREGA hasf@iced the image of local leaders as
villains. This is not entirely misleading, but weed to ask why they have sought to steal
money from the programme, and whether they are lgnailhains or victims -- or perhaps
both?

The answers to these questions are complicatedus begin with provisional comments.
First, many (though not most) council chairpersaresactually neutral or constructive
figures, as the profiles above suggest. Secotigose profiles also indicate, many who
indulge in corruption do so partly because theywatms more than villains — because they
are squeezed for hefty bribes by actors at thedssthet level. The main villains are often

2 Sub-district-level bureaucrats ignore the lispotential projects prepared by the local couaail insist that
they will only issue certificates and approvalstifier projects, which they favour, are undertak€his enables
them to earn the admiration of superiors at higdngls who have pressed them to support the state
government’s interest in certain sectors: roadirsp@rigation or whatever.
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found at higher levels, operating beyond the reddhe transparency mechanisms. But to
say only this is to oversimplify. Other things rhbe considered.

Demoralisation is a serious problem among cibehairpersons. It plays nearly as large
a role as greed in eroding the inclination of mamyestrain themselves from stealing
MGNREGA funds. It may seem odd that they shouldémoralised since we have recently
witnessed a redistribution of power within localiogils that has strengthened their hands.
But they are disheartened by three things.

First, the additional tasks and pressureshtiae come with the MGNREGA have left
many feeling overwhelmed. Their administrativedsur has grown substantially — recall that
they must maintain up to 21 sets of records, aatrttany get only limited help from often
semi-capable council secretaries. And to makearsattorse, they face increasingly taxing
political/diplomatic tasks. They have to decidevito parcel out work opportunities to poor
villagers, and/or how to respond to demands forkkvimm them. They also face pressure
from (often rich and powerful) contractors who seakle in MGNREGA projects, despite a
legal ban on their participation. And chairpersonsst travel two or three times a week
(often over considerable distances) to sub-distfifaites to deliver reports, make requests,
and negotiate both the legitimate details of theggmts under this programme and illicit
demands from officials there for payoffs in exchafgr measurements and approvals.
Given all of these onerous burdens, it is hardhpsgsing that council leaders — most of
whom are not especially adroit and self-confidesheuld suffer demoralisation. One
knowledgeable civil society activist in Madhya Reald reports seeing several of them
reduced to tears.

Second, they often find that in practice (tilomot in theory) they lack the power to
decide what MGNREGA projects to undertake. As aw@ 81 the profile of the third
chairperson just above, sub-district bureaucraid te dictate which projects should be
initiated. They ignore the list of preferred pigprepared at the local level in order to
emphasise sectors (irrigation, tree planting, regeirs or whatever) that are dear to the
hearts of officials at still higher levels.

Third, chairpersons are seriously short of eyofor their personal use. They receive
modest stipends from state governments, but tlaisi® fcover the legitimate costs that they
incur in their daily routines. Their trips to sdistrict offices are so frequent that travel
expenses mount up. Most must also pay literatésein villages to assist in maintaining
records and in preparing local councils’ planshigher authorities. If they are to appear
responsive enough to be re-elected, they must teféeto constituents who come calling
almost every day — a common estimate is 200 vgsper month. They must provide far
more generous hospitality to powerful visitors froigher levels who turn up periodically in
their villages. To these legitimate expenses westradd two that are more dubious: the need
of chairpersons to recoup their heavy expenses fhentast election campaign and to build

% Interview, Bhopal, 21 July 2008.
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up war chests for the next one; and of course d¢neathds for bribes by bureaucrats at the
sub-district level for approvals connected to th e NREGA.

These things impose intense pressure upon theteal from the local councils’ main
source of funds: the MGNREGA. This pressure aeddgmoralisation noted above are at
least as important as mere greed in inspiringiayla Many chairpersons can be seen, at least
in part, as villains. But they are also victimef-eircumstances, and of demands for bribes
from higher ups. There is so much transparendyimwlbcal arenas that their illicit acts
become apparent to their neighbours, who are hiswedters who elect them. So to divert
money from the MGNREGA is to risk unpopularity ashefeat at the next election — an
acutely painful idea. But the pressures — legiteand illicit — to acquire funds are so
intense that most of them feel compelled to stégherefore comes as no surprise to hear
that some honest, well-meaning chairpersons hasidetbto stand down from local councils
at the next electioff,

Increased Funding and Transparency are Insufficiendccountability is Crucial — and
Weak

To return to our basic question: ‘what happ&hsen local democracy strikes it rich?’
What have we learned from this particular casentbst generous increase in funding ever
seen? Why, despite some encouraging trends, haxe @lso been dsappointments? The
MGNREGA has provided tens of millions of poor falesl with opportunities to earn
desperately needed wages. It has more potenparecy mechanisms than any poverty
programme on earth — and, to a significant dedhey, work. They have made it harder to
divert funds from this programme than from any othdndia. And yet despite this, elected
leaders of local councils often steal money fronamd always feel pressure to do so. The
main explanation can be found in the new politmraicess which the MGNREGA has set
loose-- not just at the local level but in the systenrenbroadly, especially between actors at
the local and the higher, sub-district level.

Even though this programme has greatly ine@asnsparency and funds for local
democracy, it is still beset by three painful diffities. First, the enhancement of
transparency has been too limited. It has occual@st entirely at the local level, and
therefore has done little to restrain destructistoa from higher levels. Second, despite the
surge in funding, the new political process hapimesl demoralisation among leaders of
elected councils. Finally and crucially, the irages in funds and transparency are necessary
but not — on their own — enough. They must be mpamied by two other things, each of
which is essential if local democracy is to worklweowers for elected councils, and
accountability mechanisms.

Why are powers for local councils a probleiftte MGNREGA has apparently given
them the powers to decide how they should spenthdssive new funds that it has given
them -- apparently, but in many localities, nopractice. The programme has also increased

% This emerged from numerous interviews in MadRyadesh in November-December 2008.
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the powers of permission and approval which arecesed by bureaucrats at higher levels --
and the latter have used these to disregard loetdnences and to force local councils to do
things which are mandated from above. The ardsitgicthe MGNREGA appear to have
assumed that elected councils higher up at thedmibet level would prevent bureaucrats
there from bullying local councils, but the assuimpis inaccurate since councils at that
level are extremely weak in every Indian statefivA-minute conversation with any of
India’s numerous experts on democratic decenttadisavould have revealed this, but no
such consultation ever took place. So the bullyfign happens, and it leaves elected
councils — or at least their leaders — with toibelipower.

That phrase “at least their leaders” in tist $&ntence is important since it points to the
other reason that councils have too little powate have seen that the MGNREGA has
triggered a redistribution of power within localwwils which has enabled all but the most
incapable chairpersons to dominate other counsilld@ihey use their control over record
keeping, and over negotiations with over-mightyaidis up at the sub-district level, to
deprive the full local councils of the influencatlthey are supposed to have. Many of them
also use their dominant position to elude intertiogaby local residents in village-level mass
meetings.

This brings us to the other, more crucial pgob—_inadequataccountability in this new
political process It is inadequate in three senses. First, wheseeebureaucrats in sub-
district offices bullying local councils, we acknlaaige that they are not accountable
(downwardly) to them, or (horizontally) to toothdeslected councils at the sub-district levels.
Second, when we see chairpersons dominating localadls, we acknowledge that they are
insufficiently accountable to other elected councsl. And finally, when we see that local
council leaders usually avoid interrogation at nrasgtings, we acknowledge that they are
insufficiently accountable to citizens who electedm. All three types of accountability are
quite weak -- so on three fronts, we encounteiaanduntability deficit’.

In the years since 2005 when the MGNREGA wa®duced — that is, over the short term
— accountability has been weakened. Over the loiegm, the political capacity of poor
people will gradually strengthen — thanks to thiagrted transparency that the programme
makes possible at the local level. In many villgdbat will slowly increase pressure on local
council leaders to be more downwardly accountabj@br people. That will ease the
‘accountability deficit’ — very gradually. But ine near term, the problem will remain
serious.

These things explain why increased fundsdoall councils, and the greater transparency
which the MGNREGA has made possible, are not enodde councils have — in practice,
though not in theory — too little power. And deegdy, the new political process
malfunctions because it is afflicted by three typesccountability deficit’. When local
government strikes it rich, its troubles are fanifrover.
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