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IT is now recognised in development circles that the government should be located as close as possible to the people. It is only when people are in close physical proximity to those people who perform various functions of the state that they can get their needs met. It is only when they have some influence over those responsible for the functions of the state that leakages from government expenditure can be checked. And better fulfilment of the needs of the people helps with economic development.

In fact empirical research – some of it conducted at the World Bank – shows that as much as one percentage point of growth can be added every year to the economies that are already growing rapidly by bringing government nearer to the people. This is particularly the case if the public sector is deeply involved with the provision of basic services to the people.

That is certainly the situation in Pakistan, a large country in which the population is disbursed over a very wide area. This is also the case if the aim of public policy is to make full use of the sector of agriculture as an important determinant of growth and economic change. This should certainly be the case in Pakistan for the reasons I covered in some detail in the article in this space last week.

Pakistan is now operating a three-tier system of government — the federal, the provincial and the local. While the first two tiers have been in place — albeit with some interruptions — ever since the country gained independence, there has been a great deal of experimentation at the local level. Among the systems tried in the past are the “panchyati raj”, “village aid”, basic democracies” and several systems of devolution under various episodes of rule by the military.

Absence of system continuity has meant that the people have not gained confidence in the structure of local government. They have continued to look to provincial governments or to the federal authorities for handling matters that should be dealt with nearer to where they live and work.

A new system of local governments was announced by the present government in 2000 and was enacted through the Local Government Ordinance of 2001. It has several major structural differences from those that preceded it. It allows the provinces some flexibility in designing the structure to meet their own needs as long as these provisions don’t do violence to the basic concept adopted earlier.

The new system is based on four basic principles. Among these the most important are the devolution of political power to the elected representatives at district and lower levels and decentralisation of several management functions and departments from provincial to the district and tehsil levels. The system also attempts delegation of administrative authority to several tiers of local government to enable them to perform their new responsibilities envisaged in the Local Government Ordinance of 2001.

Finally there are provisions for the transfer of financial resources to district governments through the provincial finance commissions.

Whether the present system of local government will have a longer span of life would depend in part on how successful it is in providing the services people need from the state. It will also depend on how successful it is in creating support for itself among the politically powerful segments of society. This, as will be recalled from the discussion of the theory of public choice last week, is what finally determines the success of government programmes, in particular those aimed at bringing about deep structural change.

The new system has already been through two sets of elections. That, however, does not ensure its longevity.

We should recall that the “basic democracies” structure also went through a series of elections. It did not survive since it attempted to combine political and economic objectives of the regime in power. Its greatest weakness was that it sought to bypass the accepted political culture and tradition based on the direct election of the members of the provincial and national legislatures.

Accordingly, the junking of the system was something on which all political parties were able to agree in the dying days of the period of Ayub Khan.

As a result of the reforms introduced by the present government in 2001, two different approaches to local management have come into conflict. According to the first, perfected during the British Raj, administrative, taxation, judicial, police and public services functions of the state were concentrated in the hands of one official who was answerable to a higher authority such as the provincial or the federal government.

This was how the tehsildars, deputy commissioners and commissioners functioned. While they wielded almost total power in the areas in which they served, they were not accountable to the local citizenry. They were answerable to the appointing authorities in the provincial capital or in the central government.

If the officials served the local populations with dedication and diligence — as many of them did during the days of the British and also after Pakistan became independent — the reason was not accountability to the people. It was sometimes because of the ethos of the service to which they belonged — the Indian Civil Service or the Civil Service of Pakistan. Or it could be because of the romantic notions about serving people who needed the support of the government.

This kind of altruism drew many people to the tehsils, districts and divisions during British rule and after independence. Sometimes, the motive was political. Serving the political masters and carrying out their agendas ensured promotions within the system and better positions in the bureaucratic structure. Of late this has been the driving force in many cases.

According to the second approach, executive authority in local governments should be exercised by the people who are directly responsible to the people they serve. Given the enormous difference in these two approaches, it is not surprising that there is some opposition in bureaucratic circles to the reduction in their authority implied by the new system.

Another conflict inherent in the way the system has been designed is to bring the local authorities — the nazimeen — into conflict with the members of the provincial and national legislatures. The way the Pakistani political system is evolving is that legislators cultivate constituency support not by legislating and by being the intermediaries between their constituents and various government agencies but by initiating various development schemes. Local development should not be the responsibility of the legislators; that should be left to the institutions of local government.

Having determined the broad conceptual framework within which devolution should take place, the federal government should leave the further evolution of the system to provincial and local authorities. In this context it is important to recognise that a “one size fits all” approach to local governance would not be productive. The system must take into account local conditions which are different from province to province and also within provinces.

However, this does not mean that free adjustments should be permitted. The basic concept must not be altered. The framework adopted in 2000 should not be violated.

Empirical research has identified several determinants of success for the local government. Eight of these are particularly relevant for the situation in Pakistan.

These are: (a) peoples’ confidence in the system, (b) the structure of the system which ensures that it is firmly embedded in a clearly defined system of laws and regulations. (this is what economists now refer to as institutions), (c) accountability of the system to the electorate particularly through elections that are held on a regular basis, (d) financial autonomy within a well defined fiscal framework, (e) ability to deliver basic services, (f) ability to plan for the future, and (g) good integration with the systems at the higher levels — provincial and national.

Of these criteria of success two are particularly important. The first is conformity to the political culture and tradition in society. After a great deal of experimentation Pakistan has settled for a parliamentary system of government. Such a system has two basic requirements: one, the chief executive must be continuously responsive to the people. This is ensured by the parliament which keeps a daily watch on the working of the executive.

This is what distinguishes a presidential form of government from a parliamentary system. In the former, executive authority rests in an individual elected for a fixed term with limited accountability to a parliament of people or a congress of representatives. In the presidential system the chief executive cannot be easily removed from office as can the prime minister in a parliamentary system.

The present structure of local government is a hybrid in the sense that the nazimeen are not directly elected; their indirect election moves them one step away from the citizenry. This distance between the electorate and the local executive creates problems including those related to the misuse of resources. It was the indirect system of elections on which the multi-tiered basic democracies was based that ultimately caused its demise.

The second important measure of success is the control over the mobilisation and use of financial resources.

According to `Devolution in Pakistan’ a study sponsored by the Asian Development Bank, the World Bank and UK’s department for international development, “another facet of the resource management problem is the degree to which local officials must respond to programme goals and priorities that they have no hand in defining. More than half of the Annual Development Plan (ADP) in the six districts studied for the report represented commitments to vertical programmes effectively controlled by federal and provincial agencies. Since the funds do not come from local sources and it is difficult to access information about their performance, local citizens have little reason to monitor spending closely. Similarly, local supervisors — nazimeen and their staff — have limited leverage over the size of the transfers, the services they support or the efficiency of their use.”

This conflict between local government institutions and those at higher levels can only be resolved by greater financial devolution. However, before undertaking further devolution it is important to examine its consequences. Some important analytical work was done by the economist Vitto Tanzi some years ago which alerted those who were designing systems of local government to watch out for what he termed political capture by local elites.

Although this work was done while he was heading the Fiscal Affairs Department at the IMF, Tanzi was of Italian origin and was thus fully aware of the corruption at the local level that had become the defining feature of his country’s political structure. This means that in the further evolution of the system of local government Pakistan needs to navigate carefully through various streams that crisscross the political, social and economic domains.

At the time of this writing, it appears to me that the country has finally in place a system of local government that could well serve the citizenry and make a contribution to economic development and social change. That said, the system has many teething problems.

In dealing with them, policymakers need to study its defects and remove them without changing the concept on which it is based. Evolution is the best form of change. That should be allowed to happen. There is no need for further experimentation.

