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Dissertation Director:

Kurt D. Schock

The characteristic changes we see in economic governance today could not have been
predicted by structural theories. We know this, of course, through an examination of
postinternational theory and the comparative perspectives on micro and macro-economic
actors animated in this study. At the beginning of India’s 1991 economic liberalization
reforms, with actually similar structural circumstances across states, we can see both
upheaval s within the national system and a commotion which beginsto vary state
economic governance as well as create a transformation marked by a bifurcation in which
the state-centric system now coexists with an equally powerful, though more
decentralized, multi-centric system. There are good reasons to think that structural
circumstances catal yzed these internal changes, but it is not at al clear that the nature of

the changes was predictable from structural conditions aone.

Thisthesis focuses on governance, which is changing because of the impact of nonstate
actors on the economic structure of at least three Indian states — Punjab, Orissa and West

Bengal. The study demonstrates than the emergence of varying authority structures and



the normative changes accompanied by economic liberalization reforms, cuts across state
institutions, sometimes bending them to the wills of the contenders for power. Nonstate
actors do not simply respond to and resolve or manage crises arising from within the state
environment, but are, through their varied actions, one of the principa agencies directly
and indirectly responsible for the liberalized structure. Nonstate actors, in this milieu,
contribute to more balanced growth by removing structural impediments to domestic

demand, for example.

In addition, | want to propose that economic liberalization has been leading in India not
to centralization but to differential economic advantages regionally, and loss of some
national economic controlsin parts of the country. It has produced a systematic
authority predicament, which arises from the goals associated with a wide range of

systemic measures designed to facilitate macroeconomic policies.



Now faith is being sure of what we hope for and certain of what we do not see. Thisis
what the ancients were commended for.

(The Book of Hebrews)
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Chapter 1: Introductory Chapter

I ntroduction

One of the most pressing critiques that have been made of all or some parts of the
international relations discourse is that states may possess the capacity to exert political
authority over other states, but the acquiescence of nonstate actors to a multi-centric
economic system of governance creates a political and economic order which changes the
roles and responsibilities of actors, particularly within liberalized countries. Thereis
considerable merit in this critique. Nonstate actors have not erased the struggle between
states that either want to keep what power they have or seek to attain economic power, in
the realist sense. However, competitive contests between actors within liberalized states,
not only for power over each other, but for direct control of key economic sectors with
national political advantages, is a scenario which highlights the potential of nonstate
actorsto not just shift the economic position of states but encourage practicable changes
to the governance of, and current international position of countries. Nonstate actors, like
states, have an interest in power politics, but the large capital flows that necessarily
accompany them, have sharpened their interests, and emboldened their capacity to shift

the economic policy foundation over the long haul.

It is therefore time to reconsider the international role of nonstate actors.
Nonstate actors have become the dominant economic currency for liberalized states for a
simple reason: developing countries have had no serious aternative. Indiafell into this

relationship in 1991, and mainly by economic default, as political instability and



macroeconomic performance problems ballooned into a crisis of confidence and eroded
the long-term economic outlook of the country.> Since then, no other currency has rested
on an economy anywhere near the size of India’s or been backed by nonstate actors that
were at all comparable. India’ s commitment to the reform strategies of nonstate actors
and its adherence to the rules of economic development have further added appeal. In
2002, for example, the Government of India denationalized health, abolishing the
National Health Policy (hereafter NHP) of 1983, and transferring national public
governance to the shared responsibility of the central and state governments. Under the
constitutional structure of India, public health is the responsibility of the states. The
central government sets the agenda. The National Health Policy of 2002 (NHP-2002)
established a new governance structure through which the principal contribution for the
funding of public health is from resources of the states, with supplementary input from
central government.? Given the extremely difficult financial position of the state
governments, nonstate actors® have had to play a key role in augmenting public health
investments. This organizational structure has come with the expressed recognition that
decision-making about health projects require the involvement of nonstate actors at the
highest levels.* The current policy abolishes the system of centralized planning and
avoids any mention of national governance. Instead, the policy follows the federal
government’ s guiding economic reform principle of ‘decentralized’ planning, which
advocates afocus on practical measures to enable need-based allocation of public sector

resources.



Given thisreality, this study referring to the new forms of governance emerging
in response to decentralized planning, and in at least three Indian states - Punjab, Orissa
and West Bengal, aims to assess the impact of nonstate actors on the behavior of
sovereign liberalized states. NHP-2002 followed liberalization, and though the reforms
in Punjab, Orissa and West Bengal have not necessarily diminished the importance of
state action in health, the reforms have necessarily involved amajor reorientation of the
role of nonstate actorsin its governance. The states have withdrawn its role of being a
controller and licensor of private enterprises in areas where market competition and
nonstate actors will appropriate investments. These particular transformations inside the
state are partial and incipient, but strategic. As Saskia Sassen and colleagues have shown
in their researches, such transformations can weaken or alter the organizational
architecture for the implementation of international law insofar as the latter depends on
the institutional apparatus of nationa states. Further, nonstate actors have also created
the conditions whereby some parts of national states actually gain relative power, because
of that participation in the development of liberalization.> In abandoning the vocabulary
of the protectorates, pressing problems gained new attention through liberalized
economic policy, and instead of being a pervasive controller of private sector activity,
and adirect producer in public sector enterprises, the state development strategy has been
oriented towards enabling broad based and varied nonstate actor initiatives. Extension of
resources to the mass is an urgent priority, not only because it isadesirable social end in
itself, but al'so because it is a precondition for achieving socia development and

economic growth.



The relationship between nonstate actors in liberalized economies and the form of
governance emerging on the other hand is a pertinent concern in this milieu, where
varying authorities create overall regional differencesin structural arrangements. In such
a system, nonstate actors, defined here as actors on the national and international level
that are not states, can govern varied sectors across states, and actively encourage such a
development as part of its effort to recalibrate its own international economic position.
Their valueisinfluenced by the “strong economy” mantra which emphasizes financial,
rather than political considerations. Thisincludes the governing adjustments created by
such nonstate actors as non-governmental organizations (NGO), multi-national
corporations (MNC), media agencies, small businesses, religious groups, illicit
organizations, academic institutions, and international organizations as well as
individuals. International relations scholars almost universally theorize nonstate actors
outside the political arena, arguing instead that its “governing capability complements but
does not replace the state system.”® Thisis not an accurate description however, as
nonstate actors are very much inside the political arena. Nonstate actors, in their
interactions with the legal system and the state have had profound implications on
women's political and social mobilization in Bangladesh, for example.” Even more
pointedly perhaps, nonstate actors have generally broadened aspects of the political
process in which governance plays akey role by facilitating, if not overtly consolidating
interests and the concentration of power. Thistype of socia development is not new, but
existsin part, because local government officials lack the analytic tool necessary to
understand authority structures and its consequences for politics and policy.® Properly

understood, the power and influence of state versus nonstate actors refines the argument



by drawing a distinction between government and governance. The formal economic
arrangements made by government during the reforms and the mechanisms used for
implementation is an example of such distinction. This study is about how nonstate
actors vary the governing structure of liberalized states, particularly in its relationship
with the international political economy. This study will not focus on the need for a
formal recognition of nonstate actors, although this may be an important part of any
strategy to ensure authority structures are properly maintained. The argument focuses on
fresh concerns about the increased inflow of nonstate actors in the economic governance
arena, and after magjor policy change. It isconcerned with authorities created within the
politico-economic system after the reforms, and not only how government implements
formal strategies. The question becomes one of understanding the role of nonstate actors
in liberalized state environments. The central argument is that nonstate actors govern
aspects of the politica economy astheir authority legitimate structures, which affect

strategies embedded in the international political economy.

In addition to the perspectives aready mentioned, chapter one presents the
analytical structure of this study, beginning with a conception of governance as variations
in authority exerted by a dominant actor over a subordinate party, and | identify
historically salient forms of political and economic governance. The focus developed in
this chapter adds yet another dimension to this growing and diverse scholarship by
emphasizing that nonstate actor participation is not only denationalizing particular
components of state economic authority, ° but is also producing new forms of

governance, which remain inside the sovereign nation-state. Operationalization of this



concept is tentative, but postinternational theory is used to map aspects of political and
economic governance in ways that appear valid. The postinternational argument accepts
the presence of new and emerging structures and processes, as well as the shifting
orientations that are transforming authority relations among actors on the world stage.™
As atheoretical approach to understanding the socia space of nonstate actors, | focus
attention on the historical links between micro and macro actors in the governing
structure of the political economy, and the conditions whereby authority is created,
legitimacy sustained and compliance achieved in the international sphere.! This section
advocates for formal domestic economic policies to reflect the norms that develop in the
interaction of different actors, customs and systems of governing states over time.
Second, | develop an alternative conception of governance, where nonstate actors can be
recognized and legitimized for liberalizing aspects of the economy, while the political
integrity of states are maintained. International relations maintain aformal-legal
conception, which excludes, by definition, the possibility of nonstate actor governance.
The argument devel oped here draws on the growing body of work on governancein civil
society which is hidden by the formal-legal framework, but which makes the case for
formally recognizing the authority and resources of nonstate actors in managing society’s
problems and affairs.*? Third, this chapter looks at the significance of the subject matter,
arguing in practical terms that the governance mechanisms of nonstate actors are a
measure that can guide liberalized economies and improve international economic
relations. Thisargument will be weighed against traditional statist assumptions and side-
by-side evidence of astudy by nine leading international relations scholars,*® who

identified nonstate actors as one of the key indicators for cooperation and collective



benefitsin world politics. Perhaps even more important for a discipline that has long
been rooted in the premise that governance is bounded by the prerogatives of sovereign
powers, this chapter advances the proposition that what is needed “is not areturn to a
narrow realism but rather arealistic Wilsonianism that recognizes the importance to

world order of what goes on inside states.”**

Each of the chapters that follow explores an important aspect of the political
economy, norms, and governance in the context of the foregoing considerations and
mindful of the opportunities for insight offered by the characteristics of liberalization in
India. In chapter two, the research design explicates an alternative framework for
assessing normative changes in economic governance. Because questions about nonstate
actor influence over the governance of domestic economies are difficult to assess in any
system, and data on political relations between center and periphery are hard to find in
India, the research design cuts across disciplines, and mixes quantitative and qualitative
anaysis. Evidenceis drawn from a governance assessment survey on health, acrucial
sector of any economy seeking self-sustaining growth. The survey results, central to my
argument, help identify the varying degrees to which nonstate actors are embedded in the
formal economic setting of states. The specific issues addressed by nonstate actors, and
concerns generally perceived as important in the governance of the political economy, are
discussed. In augmenting core public sector investments after liberalization, an
assessment is made on how authority structures are formed and why nonstate actors
govern. Thevarying roles of nonstate actors therefore become important e ementsin the

explanation of economic policy choices, even if nonstate actors are motivated purely by



self-interest. On this trgjectory, nonstate actors become important as states are forced to
acknowledge what they represent and the normative principles they hold for liberalized
states. In thisframe of analysis, a potentialy rich debate is consigned to the effects

embodied to nonstate actorsin liberalized states.

The points at which nonstate actors govern is formulated and carried forward with
three hypotheses that is central to the research design of this study. First, if an authority
structure has resources to operate, then they can build legitimate consensus; second, if an
authority structure reflects local and regional characteristics, then they will manage issue
areas more effectively; third, if society is open, then an authority structure will have
positive impact on local prosperity and quality of life. For each of the chapters, the
evidence assesses, insofar as possible, the validity of the hypothesesin relation to the

assertion established, that nonstate actors govern.

Chapter three, literature review, provides new support for the theoretical
proposition that the nationalist system of state governance that has conditioned the
structure and functioning of the international political economy since the seventeenth
century is no more.” Although the principle of sovereignty assumes that authority within
states possesses a single apex terminating in the sovereign, recent research demonstrates
that in practice, there can be multiple apexes in authority over any society, some of which
culminate outside of the territorial realm.™® Stephen Krasner observes, “ Before and after
Westphalia the notion of sovereignty has been, in one way or another, up for grabs...new

problems have generated new institutional solutions.”*’ Even though a far more fluid



concept than that envisioned by international law, nonstate actors have had a considerable
impact on the behavior of sovereign liberalized states by virtue of its embodiment in the

political economy and of its functiona utility.'®

Nonstate actors are enmeshed in a network of collaborative domestic and
international arrangements however liberalization has further cast the political economy
in avery different mold from the one that existed centuries ago. Whether we are
discussing conceptions of formal-legal authority, structural patterns of dominance or the
resultant behavior or processes inherent to the system, nonstate actors signify anxieties
about the adequacy and capacity of state-centric institutions, practices, and ideologiesin
the face of challenges.™ In addition, they represent a structure, which expresses
convergent interests, made by avariety of actors, to confirm or challenge a particular
pattern of economic governance. Building on this research, a postinternational approach
to understanding liberalization opens the possibility of economic governance by actors

that do not take the form of traditional Westphalian states.

In chapter four, postinternational theory is used to explicate the theoretical
underpinnings of the study. This chapter examines why the authority of actorsin
liberalized Indiais less comprehensive and the boundaries between them less clear-cut.
Attention is aso given to the legal precedents and procedures of nonstate actors with
shared values and cultural similaritiesin a postinternational world. Chapter five
investigates the move toward liberalization within India, and provides afunctional

analysis of the role of nonstate actors in state economic policy and international foreign
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policy aswell. The challenges described earlier become crucial in determining the
economic governing arrangementsin liberalized India. The argument isthat areform
strategy based on decentralized planning neither could not have emerged in the mid-
1980s nor would it have been likely in 1991 without nonstate actors. Because states had,
and continue to have divergent preferences over the potential paths to liberalization,
nonstate actors facilitate a form of governance unique for the realization of regional

economic gains.

In chapter six, study results, the findings support alarger claim that the role of
nonstate actors by necessity legitimate aspects of the political economy, as their authority
legitimate structures, which affect strategies embedded in the international political
economy. The argument here is that nonstate actor participation is not only
denationalizing particular components of state economic authority, but is also producing
new forms of governance inside the sovereign nation state. In the theoretical and
methodological framework developed, this chapter explores evidence that the economic
liberalization reforms not only shifted political and economic governance, but aso
transformed the overall orientation of domestic authority relations within states.
Traditional statist assumptions often give intrinsic importance to the consideration that
economic policies are the instruments of a political policy, which serves to increase the
power of the nation pursuing them with regard to other nations.?* Adoption of such a
view, however, forecloses the possibility of evaluating the hypotheses that nonstate actors
govern against the argument that internal wranglings weaken the nation in its

international position to such an extent as to outweigh the political advantages to be
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expected.” Statists who assert that economic structures cannot be eval uated apart from
the view of their contribution to national power set aside postinternational arguments

without subjecting them to serious empirical evaluation.

This chapter undertakes an empirical reconceptualization of how and why long-
standing structures of authority have weakened, national loyalties redirected, and
subgroups have become more powerful in Punjab, Orissaand West Bengal. The survey
examines the validity of the hypotheses by assessing six dimensions of governance and
checking for spurious correlations, asking questions about perceptions in the legitimacy
and voice, accountability and fairness and direction and performance of nonstate actorsin

one sector of the economy, and after reforms.

Chapter seven, implication of the study, identifies key areas for which the nation-
state must take some responsibility to ensure a space is carved out for nonstate actors -
namely processes for recognizing authority structures, mechanisms for resolving disputes
within states, and adequate control of nonstate actors. Each such perspective rests on the
hypotheses, which serves both to explain and justify the subtle shift in governance. That
economic liberalization and nonstate actors are locked in arelation of mutual dependence
is, in fact, one of the central notions underlying postinternational analysis of the
fundamental characteristics of economic change underway. From a statist point of view,
it is both unimportant and impossible to entangle these elements. From the standpoint of
the findings in this study, however, the connection is a central explanatory issue altering

the context in which processes unfold in a multi-centric system. The implications of this
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study give states greater incentives to make their policies more consistent with one
another and with prevailing norms, so that they can be more successfully defended in the

economic arena.

In conclusion, chapter eight then summarizes what we really know about the
functional utility of nonstate actorsin newly liberalized economies: it paysto play. The
root of India s challenges ahead is domestic. As soon as the floodgates of liberalization
permitted nonstate actors, states should have included a meaningful policy framework for
addressing the structural problems at the heart of India’s perilous financial outlook in
1990. There at least the type of reform that falls under the ‘implement now and decide
later’ strategies would have contained the cumulative effect of nonstate actors on the
political structure and reduced the likelihood of overall regiona shiftsin governance
across states. Any serious effortsto rein in nonstate actors' effects now will pose an
economic challenge to states, including Punjab, Orissaand West Bengal — three distinct
economic regions of India. These states have relied on the likes of World Bank, Ranbaxy
Inc., Pfizer Inc., and Population Foundation of Indiaamong other private and public
sector actorsin order to generate much of their economic growth, and India could
potentially suffer if it now altersthe formula. The only healthy way to maintain a
sustainabl e relationship with nonstate actorsis to identify the range of mechanism
available in states, and gradually realign measures to reflect the specific policy approach
underlying the objective of the economic cycle of the Planning Commissions Five-year
plans. Indiahas not advanced specific proposals on thisissue regionally or nationally.

Whatever the specific policy approaches however, it must add aframework which resets
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the notion of authority, maintains its own international position and enables regionsto

achieve sustainable incentives in a balanced multi-centric economic system.

Dimensions of Governancein India

The growing interest in nonstate actors as mechanisms for solving problems of
governance has redefined a number of old theories and concepts in the international
relations discourse. On the one hand, the state system continues to be the prime
organizer of the politica economy, predominantly composed of sovereign states
authorized to address and cope with change. On the other hand, the structure of the state
system is shifting as the power and influence of micro components strengthen to
transform domestic authority relations. Variations in the form of governance depend on
the powers state or nonstate actors have both internally and internationally.”® A crucial
part of this argument however, is that the state can be seen as incorporating the global
project of its own shrinking role in regulating economic transactions and giving nonstate
actors operational effectiveness and legitimacy.** What distinguishes governance and
authority is not the conclusiveness of the decisions rendered, but rather the relationship
between those who have the authority and those who comply with it. The analysis
presented in this section constitutes a multidisciplinary engagement with two profoundly
important areas of study, the texture of governance, and its reach into Indiain the era of
economic reforms. This contribution, drawing examples from early political traditions,
aimsto explain the relationship between state and nonstate systems, as well asthe

dimensions of governancein India.
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The aspiration for authority being the distinguishing e ement of politicsis of
necessity related to the structure.”® Since the emergence of the state system, ever-larger
groups have been persuaded that the struggle for authority is merely away of maintaining
that the structure and the political and economic activities appropriate to it are changed.?
That the notion of authority assumes considerable importance in India however, isin part
areflection of the tendency towards the centralization of power, but also of the growing
disparities of high and low in society.?” Accessto political power has long carried with it
class-caste privileges which legitimate the sanction of coercion and authority.®® By
raising the edifice of a state whose sovereign powers stretched across the vast Indian
landscape, the British made the politics of the state system a complicated terrain.?
Coloniaism led to the state taking over the legal function of integrating the ruler and the
rules, and this gradually extended to include all social relationships.*® The architects of
independent India focused on integrating the princely statesinto the Indian Union, with a
view that maintaining a strong center was essential for the newly formed national
government to remain intact as a country.®® The federal system cameinto being with the
adoption of the Indian constitution in 1950, but aspects of governance was carried over
from British India, when a succession of acts granted Indians representative institutions.*
The centralization of power after independence was directed less at changing the
relationship between state governments and the center, than at changing the relationship
between Indians and their British rulers. Independence changed governance by
increasing the powers of state legislatures, expanding suffrage, and providing Indian

politicians with experience in running varying authority structures,®
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The politics engendered by independence provided state governments with
considerable political autonomy.>* States choose political leaders independent of the
preferences of the central government. State governments also had authority to pursue
policiesin the areas of education, health, social services, industrial relations, agricultura
and rural developments and road transport, even as the constitution provided for the
maintenance of the federal structure’ s strong center. This means that to the degree that
state governments successfully shifted conduct each state represented an important
strategy for establishing new structures to govern widespread behavior.*® The state being
more than just its constitution of agencies and rules and roles, was embedded aswell in a
system of governance, which represented the means for establishing effective institutions.

The central government circumscribed the parameters of collective action.

A more encompassing phenomenon, governance in India then, combines a system
of rulesthat is dependent on both formally sanctioned constitution, as well as various
mechanisms which function effectively even though they may not be endowed with
formal authority. The notion of governance “ embraces governmental institutions, but
also subsumes informal, non-governmental mechanisms whereby those persons and
organizations within its purview move ahead, satisfy their needs, and fulfill their
wants.”*® On the one hand, states, rooted in a system of governance, may be viewed as
organizations through which different collectivities pursue collective goals.*’
Alternatively, nonstate actors may be viewed more macroscopically as configurations of
organizations and action that influence the meanings and methods of politics for al

groups and classes in society.*®
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Economic Liberalization Reformsin India

Economic liberalization reforms are a program of economic policy, which
consists of measures for attaining macroeconomic stabilization and structural reforms for
an advanced development path.** The essence of these fundamental beliefsisa
commitment to the promotion of economic growth and national prosperity through the
globalized development of liberal institutions in the international economy and the
minimization of trade reducing and trade-distorting measures.”® In what is regarded as
the paradigmatic rationale, India’ s economic reforms began in 1991, when the Congress
government, facing a severe balance of payments crisis, embarked on a program of short-
term stabilization combined with alonger-term program of comprehensive structural
reforms.** Rethinking on economic policy began in the mid-1980s with a devel opment
strategy based on import substitution, public sector dominance, and pervasive
government control over the private sector. However, the policy response at the time was
limited to liberalizing particular controls without changing the system itself in any
fundamental way. Thereformsinitiated in 1991 recognized the need for a system
change, as well as change in attitudes towards central government controls on private
investments in states, foreign trade, nonstate actor investment in infrastructure, and public
sector disinvestments. Nonstate actors such as multinational corporations, banks and
non-governmental organizations (NGO) for example, increased in importance, broadly

outlining new pressures to develop disparate interestsin alargely pluralist society.

India s reform policy towards nonstate actor investment in infrastructure and

public sector disinvestments has been central to efforts to liberalize the political economy
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and integrate into the world markets. First, it was recognized early in the reforms process
that afaster growing economy would need major investments in infrastructure and these
investments could not be financed solely by the public sector. Nonstate actor investments
in supplementing public sector efforts was seen as the solution and new policies were
announced to encourage nonstate actors investment in core public services, such as
healthcare, education, water, power and transport.* Attracting investments into these
regulated sectors was difficult, as public interests were ordinarily subject to regulatory
control. However, special state government efforts helped to create a policy environment

in which nonstate actors were encouraged and received incentives to invest.”®

Second, India’s public sector reforms were combined with ‘ disinvestments’,
which involved the sales of a portion of the government equity in public sector
enterprises while retaining a majority control with the government. In core public
services, such as the health sector, radical solutions such as outright privatization of
commercialy viable hospitals and clinics, and closure of other unviable entities relocated
authority, both outward toward supranational entities and inward toward sub-national
groups.* Earlier public sector reform efforts focused on increasing the functional
autonomy of public sector organizations to improve efficiency. However, the policy of
disinvestments in the 1990s, mobilized new resources for the public services budget.
Equity salestook place intermittently through the post-reforms years, and by 1997-98, the
government sold varying proportions of equity, ranging from 5 percent to 49 percent, in
fifty public health enterprises, and generating atotal of over Rs 8400 crore™ for the

health budget,*® for example. Critics argued that partial privatization of this type was
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unlikely to yield the efficiency gains associated with full liberalization, however, in India,
the induction of private minority shareholders ruled out the issue of budgetary subsidies
to the enterprise, which became an important improvement in the incentives of the new

system.*’

Combined, these experiences provide two powerful lessons about the emerging
relationship between state and nonstate actors in economic governance. First, nonstate
actor investment in healthcare infrastructure helped to create a climate in which public
sector initiatives were able to carve out greater de facto autonomy from the government.
In addition, a partially privatized public sector became much more conscious of market
indicators, and this created greater commercial orientation. Second, under the reforms,
some public sector enterprises acquired international portfolio investors, * relocating
issues of equity for raising funds for the expansion of their programs. Liberalization

involved exposure to greater market volatility.

Overal, the reforms undertaken by India's central government initiated an
economic structure characterized by variegated state responses. Some state governments
encouraged and promoted private domestic and foreign investments in sectors previously
reserved to the public sector, cut their fiscal deficits, and reduced subsidies. Others
began competing with one another for private capital, as well as for investments by the
central government. With few exceptions the states significantly reduced bureaucratic
regulations, privatized or reformed inefficient state-run public sector enterprises,

stimulated investment in infrastructures essential for an expansion of private investment
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in the social sector, and improved tax collection.”® We now turn our attention to the
specific economic policy histories of the states. The discussion is descriptive rather than
analytical, but severa comments and a couple of wider theoretical assessments can be

made.

Chandigarh, Punjab

“We have now reached a stage of development”, argued former Finance Minister

Manmohan Singh, “where we should welcome, rather than fear, foreign

investment. Concern...” he further argued, “...is sometimes expressed that the

policy of welcoming foreign investment... may jeopardize our sovereignty.

These fears are misplaced. We must not remain permanent captives of a fear of

the East India Company, asif nothing has changed in the past 300 years.”*

The comments of former Finance Minister Manmohan Singh are an important
parameter for measuring attitudes towards a program of economic policy reformsin the
state of Punjab. On the one hand, the central government is giving states a nod to
develop strategies for a‘restructuration’ of investment rules. The task of the 1991
structural reforms was to give direction to the devel opment process of the states, and to
respond positively to the aspirations and devel opment needs of the people, and in
accordance with the specific economic infrastructure of the state and the overall nationa
economy. On the other hand, the increased concentration of economic and political
power in the central government undermined the fragile rel ationship with the states and
polarized the forces of centralization and the forces of decentralized regionalism.>* For
scholars assessing attitudes of the time, the aggressive economic language of the center

formed the template of the rhetoric deployed to arouse passions far beyond “reform

politics’™ in the states.
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To the degree that states successfully shift conduct, liberalization represents then,
an important strategy for establishing new structures to govern widespread behavior.> In
Punjab, state and nonstate actors symbolize two aspects of economically connected order.
Districts that adapt their economic policies to respond receptively to these changing
conditions do well or at |east have a better chance of doing well, in the increasingly
competitive world economy. Those who do not adapt their policies will fare relatively
poorly.>* Only the ‘fittest’ survive in a competitive environment.® In the desire to
develop wide economic cooperation in the region, it was insufficient ssimply to set an
agenda. Intentional change in values and beliefs as well as behavior, also necessitated a
change in the values and beliefs of the rural and urban communities.® It was necessary
in the reform process, to nurture a definition of economic problems and appropriate
solutions, with “the vehicle for inducing such change being one's own practice.” >’ Thus
by their actions local government officialsin their commitment to liberalization changed
attitudes towards global integration and convinced citizens of the state that these efforts
were good. This genera phenomenon can be described as the “internationalization of the
state” or “the global process whereby national policies and practices have been adjusted
to the exigencies of the world economy of international production.”® Self-binding
commitments are offered to encourage support from others. Aswell, they are also
underwritten by the assumption that it isin Punjab’s interest to become more open even if

other states do not.
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Punjab’s policies then emerged in a context generated not simply by declining
economic well being, but also by the presence of an external concern with national role
and identity, which together created a favorable climate for the new policy framework.
The 74™ Constitutional Amendment Act of 1992 represents an important and historically
significant value change in Punjab’ s thinking. Designed to address the inadequacies of
the then existing system of municipalities, the Amendment decentralized the governing
responsibilities within and between municipalities of the state. For example, it redefined
the relationship between the states and municipal bodies, and laid the foundations for a
new approach to urban management and governance that could fulfill the needs and
aspirations of urban residents for economic development. In addition to the traditional
municipal functions, Article 243W of the Act further mandated the setting up of urban
local bodies (ULBs) as the new mechanism for * self-government’ *° within the state.
These changes shifted municipal bodies from being mere providers of civic amenitiesto a
much wider arena of economic and socia planning. The Punjab government carried out
the required amendments to the municipal laws in accordance with their own state
requirement, and the state legislature worked out details on governance of key sectors

with ULBs.

There is a second significant shift, upon which Punjab signaled its readiness for
change. The policy-making community maximized the space available to the private
sector, increasing access to credit through a multi-tier and multi-functional banking
system. Punjab has the highest number of banks per capita, 15 banks for every 10,000

population.®* Until 1991, foreign equity could not exceed 40 percent. Companies with
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40 percent foreign equity could not borrow fundsin India, take over business interests of
aresident Indian, acquire or dispose of physical assets within India, appoint foreign
technicians and manager without government clearance.®® By 1993, however, companies
with foreign equity of any size were treated at par with domestic investors. The World
Bank estimates, for example, foreign investment increased in about 48 industries up to 51
percent of equity, and in 9 industries up to 70 percent of equity. Before the reforms,
annual foreign investment was between $80-100 million. Direct foreign investment went
up to $600 million in 1993-94, rising further to $1.3 billion in 1994-95, $2 billion in

1995-96, $2.6 hillion in 1996-97, and $3 billion in 1997-98.5

Private sector investments have improved aspects of public servicesin India. The
total health expendituresin India, in 2001, for example, were estimated to be about six
percent of GDP, of which private health care expenditure was about 75 percent.®® For
every one-percent increase in per capitaincome, private health investments are said to
have increased by 1.47 percent. The Punjab State Development Report indicates that
utilization of health delivery system increased, as one third of the inpatients and three
quarters of outpatients utilize private healthcare facilities.® Private investmentsin the
health sector widened the network of services offered and broadened the reach to both
rural and urban populations. About 57 percent of hospitals and 32 percent of hospital
beds are owned by private sector. In addition, there are over 6, 50,000 providers of other
systems of medicines practicing in Indiaand most of them come under the private

sector.®
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The Government of Punjab does not publish data on who owns and runs hospitals
or clinicsin the state. Registration is not required for starting a hospital, a nursing home
or private practice. What is known, however, isthat the state’'s economic environment is
liberal and progressive in attracting investors. Nonstate actors have played abig rolein
advancing the socio-economic interests of citizens, and restructuring key sectors of the

economy.

Bhubaneswar, Orissa

Punjab is not aone in having undergone a process of structural relocation in the
national economy. Processes of industrialization, deindustrialization, and the regional
and national relocation of capital and technology over time, have seen other states
similarly repositioned. The changing status of Orissa, vis-a-vis the infrastructural
investments of international financial institutions and the shift in the balance of power
between the states and the central government illustrate the dramatic change. A magjor
dimension of this processis as Susan Strange suggests the evolution of the structural
dimension of power and the emergence of nonstate actors as mgjor playersin the
international political economy.® It used to be thought that internationalism was the
preserve of the nation-state. Today, thanks to the imperatives of globalization, nonstate
actors with the power to accelerate and transform the balance of power have joined
regions within states. While such development clearly moderates the traditional realist
obsession with states as principal actors, they do not remove the role of states, or more
accurately, the central government dimension of national policy implementation and

regulation. Instead, it allows states like Orissato enter the nexus of economic diplomacy,
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in which state bargaining becomes as important as the more traditional country-to-firm
relationships.’ In liberalized India, Orissa’'s economic policy sharpened its
competitiveness, and in the demand for democratic government and for economic
flexibility, incorporated traditional dimensions of economic statecraft into their armory of

negotiations.®

The economic policy positions adopted by Orissa since the reforms are not
difficult to explain. Representing something of a specia case, for historical, structural
and cultural reasons, Orissa’s economic policymakers may have undergone what strategic
choice analyst postul ate as a readjustment of their behaviors by aggregating economic
challenges to improve geographically discriminatory arrangements (regional systems that
were neither entirely open nor excessively closed pre-reforms). What is interesting about
Orissa’s policy from awider theoretical point of view isthat itslogic residesin aneo-
liberal institutionalist ideal type of international political economy. It exhibits
preferences for a positive conception of order that seeks to maximize gains through
greater institutionalized cooperation in multilateral environments and in which the pursuit
of absolute gainsis more important than the pursuit of relative gains. This can be
contrasted with a neo-realist approach which explains behavior and outcome result from
the independent decisions of actors interacting in a context, prototypical of international
relations, characterized by anarchy.®® Theinterest of the nation-state averts common
bads, and to maximize relative gains accepts the necessity of hegemony for the provision
of international public goods.” It can aswell, be contrasted with a past, in which India's

economic policy, was arrested by realist traditions, emphasizing security questions.
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The Department for International Development (DFID), UNICEF, and the World
Bank has steadily and heavily funded the reforms of Orissa, and the international
financial institutions are said to be involved in significant aspects of the economic policy-
making process.”* These agencies provide financial assistance, but only contingent upon
their own assessments and evaluations of core public serviceinitiatives. The
Government of Orissareceived DFID funding, for example, after implementing an
initiative, which included cost recovery through user charges in hospital's, autonomy to
district and tertiary hospitals, and abolition of private practice by government appointed
doctors.”® Other investments were contingent upon major institutional reform, including
the setting up Zilla Swasthya Samitis (ZSS) or district health committees, first in five
districts in the year 1993, and subsequently in al thirty districts. ZSS collects and
distributes user charges, surveillance of major communicable diseases, maintains
equipment, offers waste management and training of technical staff on quality
assurance.” ZSS aso has the responsibility to foster further decentralization of health
service planning, monitoring, and development of health and family welfare
infrastructure. Theinitial experiment of handing over primary health centers (PHC) to

nonstate actorsin tribal districts also began with DFID recommendations.

According to the Government of Orissa 2004 report on activities of health and
family welfare, Orissa has one of the worst sets of health indicatorsin the country. The
situation is particularly acute in the rural districts of the state where alarge proportion of
Scheduled Tribes (ST) reside.”* “Thereisaclear need to break through traditional

boundaries within the government sectors, between governmental and non-governmental
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organizations and between public and private sectors.” ”® Asit related to the health sector,
in 2005, the infant mortality rate (IMR) was 65 as per the National Family Health Survey
(NFHS 1), and 75 as per the Sample Registration System (SRS), which were far away
from the national level targets. IMR declined by 23 between 1998 and 2005 as per SRS
and by 15 between the last two rounds of the NFHS survey (1998-99) and (2005-06).”°
Unlike other low income states, much of the declinein IMR in the state between the last
two rounds of NFHS surveys (1998-99 and 2005-06) has been in the urban areas, while
there has been a negligible decline in IMR in the rural areas of the state. In comparison
with other low-income states of the country, Orissamay reach IMR of 50 by 2010, as
targeted under the Orissa Health Sector Plan, but would still be far away from the
national target of IMR 28 by 2012.”" There are vast inter-district variationsin IMR in the
state. Asper theindirect estimates of IMR across districts based on Census 2001, and
provided by International Institute of Population Sciences (11PS), the difference between

the district with the highest and the lowest IMR in Orissa were about 54.

The Orissan health and family welfare experience demonstrates both the
constraints imposed by the structural relocation of regionally based economic orders, on
the one hand, and the policy positions that have emerged largely over the last two
decades, from recognition of these constraints on the other. A neo-liberal, institutionalist
framework, by necessity means institutions as mechanisms of restructured economic
policy have effective power and influence in states. If international financia institutions
had not supported the economic policies, and India s parliament had not passed the

budgets, the new economic policies would have been stillborn, not because of faulty
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economic logic but due to the institutional constraints.”® Another argument is that the
language of economics has replaced the language of law within states, as dispute over the
actual or impending loss of economic sovereignty to the international institutions have
emerged in the context of an increasingly hostile economic system, which ignores the
separation between economic and political domains and the domestic and international
reams.” Though simply rhetoric, it can be noted for example, that in February 1992, it
was aleged the budget proposals had been submitted to the International Monetary Fund
(IMF) for its prior permission before being presented to India's parliament. ‘None of us
ever thought that Indiawill one day come to depend on the mercy of the IMF and the
World Bank,’ said the parliamentary leader of the Bharatiya Janata Party (BJP).2° ‘The
sovereignty of parliament has been breached and the economy of the country had been
subjected at the feet of the World Bank and IMF,” said the leader of the third largest party
and former Prime Minister.2* ‘Will al the conditionalities which are being imposed on
us, beimposed on the US, if their budgetary deficit is twenty times more than that of

ours? said athird member of the opposition at the time.?

Second, the Orissan experience demonstrates that strategies employed in Orissa
have at times been viewed as having been forced on, atype of debt-dependent regime.
Thisview largely illustrates the perspective that the international financial institutions
have used conditional lending to ensure that borrowing countries make substantial
changesin economic policies. From the institutional standpoint, the IMF and the World
Bank have real financial power, and appear increasingly willing to force change. From a

dependency variant of the institutional approach, Orissawould never on its own volition,
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have embarked upon these particular reforms, if it were not for the coercive power of the

international financial institutions.

The net result of Orissa' singtitutionalist posture isthat there now is greatly
intensified competition among states for infrastructural investments. Increased visibility
and the apparent ability to influence change in Orissa means international financial
institutions are acknowledged as potentia allies in earning the foreign exchange badly
needed for further development.®® In the world market economy, investments have
unguestionably contributed to material wealth for the state. Policymakersin Orissa have
developed a conception of an Orissa self-interest-only alternative that has alowed them
to construct a series of policies predicated on liberalist assumptions and geared to
reconciling the imperatives of their local political agenda with India’ s dominant
strategies. Put more simply, this policy development dimension is reinforced by the
literature on collective goods, in which scholars argue that the suboptimal provision of
collective goods stems from the individual state’sincentive to be afreerider.®* Aswell,
many IMF and World Bank officials have described themselves as frequently frustrated
by ‘intransigent’ governments that sign agreements and fail to meet the performance
criteria established at the time of initial agreements. Liberalization has encouraged new
economic relationships, added programs, new adjustment initiatives, and revised thinking
on anumber of important issues. Some scholars argue however, that institutions make
their resources available in exchange for commitments on reforms, but the core models
from which their specific economic policy prescriptions are derived are essentially

unaltered.®®
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Kolkata, West Bengal

The most dramatic change in the political economy of India has occurred in West
Bengal, one of the states in the Union, which stands outside of the capitalist market
economy. A socidlist political and economic system has dominated the state since 1977.
In practice, this framework has attracted little trade and foreign direct investment.
Economic changeis not rapid. The system was adopted to promote rapid
industrialization and, while arguably successful in achieving some aspects of this goal,
the heavy industries it created have little incentive for changes that would improve
performance of the system. The economic liberalization reforms have been pursued at
different times and at adifferent speed. The nationa reformsinitiated by the central
government of Indiain 1991 remains incomplete, as state politics have played a powerful

role in shaping the pace and extent of economic reformsin West Bengal.

Against this backdrop, both political and economic insulation have influenced attitudes
towards economic development and the degree of liberalization in West Bengal. The
national reforms have both revealed the widening gap between standards of living for
social groups under socialism, and encouraged economic changes amiable to the global

markerplace.

The specific measures that brought transformation about can be generally framed
around three main components: to reduce the importance of central planning, to

decentralize economic decision-making authority, and to encourage the growth of



30

market-based transactions.®*® The reforms were initiated with the implementation of an
anti-poverty program, and a specific amendment of the land-reform laws to transfer the
burden of proof of land-sharing arrangements from the sharecropper to the landowner.
The bulk of the rura poor in West Bengal are sharecroppers and landless laborers. In
addressing land control, the Communist Party of India, Marxist (CPM), challenged
historical landlord domination, and effectively built new alliances with landless |aborers

and sharecroppers (bargadarsin Bengali).?’

Second, to decentralize economic decision-making authority, CPM adopted a
partial open door policy through which it began to open the state to the global economy
by encouraging investment in core public service sectors. The use of nonstate actor
investment in health, education, agriculture and transportation, for example, represented a
shift away from state-owned enterprises operating with various objectives, toward a
parallel track of managing all sectors by asocial agenda. Investment in the public sector
was also considered important because it could provide political advantages, which can
be broadly identified as strategic, adaptive and symbolic.®® They are strategic in the
sense that they serve as instruments of the structural strategies of socialist West Bengal.
They are considered adaptive in that they allow the state to enjoy both economic growth
and political autonomy. In addition, they are viewed as symbolic in that they partially

satisfy liberal criteria’ s without major change to the socialist framework.

Third, to encourage growth of market-based transactions, partial trade

liberalization became a second component of the open door policy. CPM reduced the
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role of the plan in determining imports and exports and began shifting the authority to
trade to nonstate actors. In connection with the decentralization of foreign trade, the
government created a new trade regime, and an administrative system through which to
regulate trade based on tariffs and an import licensing system. Initialy, the systems were
quite restrictive. Over the past 19 years however, the government of West Benga has
made a gradua and ongoing transition from a centrally planned economy to a market-
oriented economy, and it has engineered atransition from an inward looking, import-
substitution based development strategy to a strategy that is much more akin to the export
oriented development strategies perused in other states. Have these reforms transformed
West Bengal into a complete market economy? Y esand no. Meaningful economic
reforms require government to decentralize economic decision making, to allow the
markets to guide decisions, and to reward the efficient use of inputs and hard work.® If
one looks at the mechanisms through which resources have been alocated in core public
sectors, for example, West Bengal has developed socially oriented economic framework,
which similar to the Soviet Union, has not produced wide-reaching and sustainable

reforms.

Change initiated in West Bengal, though considerably more reform-minded than
many communist countries, has not allowed a compl ete erection of capitalist principles.
Instead, CPM believing that socialism can work has maintained a heavy leash on central
planning. Even though they are conducting planning in a more decentralized fashion,
they are not giving full autonomy and decision-making authority to enterprises.®® For

example, West Bengal decreased public sector spending on health, reducing the overal
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percentage of the total budget allocations as well as a percentage of the state GDP. The
bulk of public spending on primary careis thinly spread and thus not fully effective
because local governments do not have the necessary funds to invest in infrastructure
development. The 75-90 percent shift in state responsibility for public healthcare
spending has come to mean that even if West Bengal could invest through externally
aided projects such improved facilities would likely run down rapidly in the absence of
adequate funds for maintenance and management. According to areport published by the
international consulting firm McKinsey and Company, the largest component of health
care spending is from the private sector, and by 2012, it is expected to rise from the
current level of Rs. 69,000 crore to Rs. 156,000 crore. Public spending will double from
the current Rs. 17,000 crore, but only if the government reaches its target spending level

of 2 percent of GDP up from 0.9 percent in 2004.”*

Many of the socia strains generated pre-reforms continue to pose large challenges
that, if not addressed rapidly, could provoke economic and political tensionsin West
Bengal. Post reforms, the public health investment in the country have been
comparatively low, and as a percentage of GDP have declined from 1.3 percent in 1990
to 0.9 percent in 1999, among the lowest in the world. However, a study based on
National Sample Survey (NSS-52™ Round) data estimated private per capita spending on
health services at private and public facilitiesin West Bengal was Rs.90/in 1995-1996,
which was higher than that of the national average of Rs.30-. A similar study published
by McKinsey and Company, suggests 80 percent of out of pocket expenditure will

continue to go towards private facilities through 2012.% Thereis substantial evidence
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that despite massive investment by the state governments in health care, for example, the
users of services are still spending huge amount either directly or indirectly to avail the

services privately.

By inviting private investments into core public service sector, the CPM reform
did not directly threaten the prerogatives of the ministries that controlled heavy industry.
However, economic reform has been slow because the reformers were unwilling to make
compromises that protect the government ministries that controlled heavy industry.
These ministries, whose very existence depended upon the continuation of the central
planning system, openly opposed market reforms. Their support was acquired only
through compromises that preserved the position of state-owned industries. The impact
of this need to compromiseis evident in West Bengal’s economy. State-owned

enterprises continue to monopolize industry.

CPM’ s reform strategy therefore represents a more gradual approach to
liberalization. This means that the economy is divided between state-owned enterprises,
and market oriented enterprises. Each must acquire a portion of their inputs through the
planning channel and sell a portion of their output to the state, and, each must acquire a
portion of their inputs through market channels and sell a share of their output in markets.
Ideally and over time, the share of inputs and outputs established by central planswill be

reduced while the share acquired and sold through markets increase.*®
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The West Bengal reform experience is therefore especially unique, asit provides
insight into the possibilities and limitations of a socialist strategy for economic
liberalization. Within this broad picture, the state economy features an economic system
in which challenges related to caste-class rel ations and market issues are addressed. In
addition to controlling land, landlords have dominated economic life through money
lending and control of markets. Small landowners, sharecroppers, or hired landless
laborers have carried out actual cultivation. These cultivators generaly have been
members of lower castes, untouchables, tribals or Muslims. Demographic pressures have
obviously swelled the ranks of the rural poor. Changing modes of production have
brought about some shiftsin the proportion of the poor who are sharecroppers or
laborers. Some organized lower castes have also successfully raised their status in the
ritual hierarchy. None of these changes, however, have atered the overwhelming
historical continuity: the majority of the population belonging to the lower castes, and
without access to property or gainful employment has lived under conditions of abject

poverty at the bottom of the socio-economic pyramid.**

Addressing economic liberalization will not be easy for West Bengal. The
government must, by necessity allow state-owned enterprises to shut down. Closing state
owned enterprises, however, will raise unemployment even further, particularly in urban
areas, and rising unemployment can in turn provoke socia unrest that will threaten
political stability.” A closer ook at the health sector for example, reveasthat in the next
ten years the cost of caring for primary care patients alone could be crippling for health

sector financing.® In thisinstance, it will be difficult for West Bengal to maintain
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allocations and spending on healthcare while dealing with increasing pressure to enhance
public investment in this sector. In addition, most multi and bilateral donor organizations
do not wish to invest in tertiary medical care services provided by the government of

India.%’

Significance of the Subject Matter and Justification for Research

The fundamental issue, therefore, is whether nonstate actorsin Indiado in fact
govern aspects of the political economy: has the economic policy of allowing nonstate
actor investment in infrastructure and public sector disinvestment been central to varying
governance efforts to liberalize the political economy and integrate into the world
markets? Thisquestion is clearly complicated, suggesting further questions and requiring

data beyond the scope of a single study.

One of these questions concerns the multiplicity of multinational corporations,
nongovernmental organizations, and international institutions, which challenge structural
accountsin international relations, which say that international structural relations play a
decisiverole in determining internal governmental organization and practice. Liberalized
nations, whose economies are strongly involved with others, are pressed to adopt norms,
practices and cultural institutions different from than those shielded from political and
economic competitors by distance or geographic impediment.®® Nonstate actors, if they
play any contributory role at al in this narrative, are theorized to serve only intermediate
purposes, mediating between international structures and domestic institutions.

Otherwise, they are mere rationalizations for changes that would have occurred
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anyway.” Such an account might, for example, point to the decisive argument that both
domestic and international politics are a struggle for power, modified only by the
different conditions under which this struggl e takes place in the domestic and in the
international sphere.’® Regardless of particular social conditions, however, the struggle
for power is not amere historic accident derived from volatility that accompanies large-

scale transformation.

To take another perspective, the dimension of governance seemed to point to
collective action problems in India, and even before independence. In some respects,
earlier economic and political tensions between the states and central planning seemed to
place Indiain a structural circumstance similar to those faced during colonialism. Yet, in
the face of earlier pressures, Indian governance practices changed incrementally and the
state certainly seemed in little danger of withering. The argument here is that nonstate
actors do not necessarily threaten order. The incompleteness of statist explanations
points to the need to acquire a more legitimate explanation for fundamental changes. For
this reason, | developed postinternational hypotheses that emphasize the role of nonstate

actors in generating and supporting economic arrangements.

The view taken hereis different in most respects from the dominant theoretical
models used to explicate economic governance. This study emphasi zes the emergence of
varying authority structures and the normative changes accompanied by economic

liberalization. Although it istrue that the entrance of nonstate actors have created new
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challenges, it is of no empirical value to attribute these consequences to an internal crisis
or withering of the state. Explanations that are more specific are required and will be

provided in the three parts of this study.

The three states of this study - Punjab, Orissa and West Bengal - constitute
approximately 13.9 percent of the total population of India.'® The experiences here
alone means that the study is well placed to begin contextualizing post-reform
experiences and begin shifting understanding on measures taken to accommodate the new
political economy. The literature on governancein civil society emphasizes the need for
practitioners to consider the important role of nonstate actorsin the state system. Oran
Y oung similarly suggest civil society is effective to the extent that its operations can be
shown to impel state actorsto behave differently than they would have behaved in the
absence of the institutions or under the influence of a significantly different institution.'*®
The argument here is that the causal nexusis best established, by looking at *hard cases
or those situations that are unfavorable to the operation of socia institutions. Severa
critical variables go along way toward explaining the relative effectiveness of institutions

across arange of cases.

Another important backdrop to this argument is that state and nonstate systems
represent two aspects of socio-economic order. In hisearly works, Gramsci writes that
civil society is not subordinate to the state, nor isit superior toit.'® Rather, an integrated
system of governanceis at work, reinforcing itself through multiple institutions and

organizations. By presenting its own interests as universal, a given classis capable of
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eliciting the consent of schools, religious organizations, media, and NGOs, as well as
other actors of the state. The agency of civil society is recognized as essential to the
unity and coherence of hegemonic social orders.’® At other times, the state is captured
by agiven class that fails to defineits interests universally and is therefore unable to win
the consent of the organizations and institutions of civil society. The presuppositions of
such ideas are that certain modalities of economic power exist in civil society and that

their activation and mobilization are potent forms of governance.'®

In sum, the study of the role of nonstate actors in the governance of the political
economy embraces difficult issuesin global affairs. Scholars want theories of global
affairs to offer empirical explanations of eventsin the same sense that ideol ogical
explanations of state power politics phenomena seem to do. At the same time, we want
global affairsto give normative explanations and provide reasoning for social change.
We want to know not only what caused the agent to perform some act but also the agent’s
reasons for taking the action. These widely shared expectations are supposed to show
how it is that action makes sense or is comprehensible, but such accounts may be

incomplete.

This study attempts to reconcile these demands, by seeking to connect new agents with
the changing structure, justifying the interpretive contribution of nonstate actor to the

discourse.
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Conclusion

Although there are, and always will be, difficult issues in relation to the effective
division of responsibilities and allocation of resource between states and central
government, the unequivocal position of nation-states as a governing entity means that it
has no choice but to negotiate with nonstate actors on these questions. The post-reform
experiences of Punjab, Orissa and West Bengal have been marked by an increase in
emphasis on cooperation between nonstate actors and state governments. This new
relationship between diverse actors and in the new political economy is an emerging

norm in economic governance.

As this study moves the discourse forward, there are several crucial entry points
through which the analysis presented here has implications for the international political
economy. Thefirst liesin understanding why actors behave the way they do. An
argument can be made that the behavior of actorsis a consequence of widespread
dissatisfaction with large-scale collectivities and the performance of existing authorities
underscores the need to look for organizations that are more fully embracing. Relevant
here is the fact that the process of globalization has aso given citizens more access to
information, which in turn has enabled them to join in collective actions that serve as
avenues for expressing their discontent.’>” On the one hand, the government is
promoting a system of agreement making with nonstate actors and even with groups of
communities within regions, but on the other hand, it is not recognizing the role of
nonstate actor governing aspects of the reform process. Whatever its faults, the 1991

reforms contains the core attributes necessary for a framework on the study of economic
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governance. The rise of new authority structures has given shape to a phil osophical
framework, which callsinto question the fundamental characterization of Westphalian
sovereignty. As atheoretical approach to understanding the socia space of nonstate
actors, micro and macro actors must be collected, as Rosenau describes, under the rubric
of “sovereign”, instead of focusing attention on the historical conditions whereby

authority is created, legitimacy sustained and compliance achieved.”'®

Second, the predicament that has mangled state power poltics has stimulated
multiple dimensions of authoritiesin domestic and international politics.'® “All of these
actors devote themselves exclusively to guiding behavior with regard to public issues,
thus clearly indicating the important social function of governance.”**® This study re-
evaluates the reasons for the exponential increase in actors, by accounting for its activity
within and between states. An argument can be made that there is good sense in formally
recognizing and facilitating new forms of governance so that policy is targeted
appropriately at the points of contact between the different types of actors. Reform
outcomes will be more successful if policies acknowledge the importance of nonstate
actorsto the proper functioning of the political economy. If state governments are
committed to the social, cultural and economic well being of its citizens, it must be drawn
on governance practices of states, as a central source of knowledge on what is the nature
and extent of need. This chapter has argued that the recognition of new forms of
governance is necessary not only to maximize policy outcomes, but also to establish

healthy and sustainable arrangements.
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In conclusion, the proliferation of varying authority structures is epiphenomenal
of the power relationships which aready exist in international relations. The pages above
sufficiently underscore the scope of the analysis, and framework for probing the
interconnectedness between norms, economic governance, public action and social
progress. Thisresearch study will contribute to two major theoretical literatures. In
addition, it introduces a geographic perspective that broadens our understanding of
economic liberalization reforms in emerging states, and an appraisal of the framework
may redefine in terms of interests, power structures and core IR values. States may be
both the source and exclusive location of legitimate public authority,** from whichever
source “authority” derives. However, India, in common with an increasing number of
states is witnessing new response to issues produced by uneven economic devel opment
and socia change through a variety of nonstate actors who either powerfully confirms or
challenge a particular pattern of governance. Keeping all these developmentsin view,

this study could not have been more appropriately timed.
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Chapter Two: Research Design

Introduction

This chapter develops aframework for assessing the ways in which nonstate
actors participate in governing aspects of aliberalized economy organized around
investments in infrastructure and public sector disinvestments. Building on earlier
scholarly research on the implication of state withdrawal from regulating the economy, it
attempts to identify the range of governance mechanisms available in newly liberalized
states, as well as the role of nonstate actors in creating norms embodied in the formal
institutional setting of states. The specific policy measures generally associated with
economic liberalization are of less significance in this analysis, since they are ordinarily
measures designed principally to reverse acute balance of payment deficits by generating
large trade surpluses. Of greater interest and importance is the implication of the
strategic aliances formed during the reforms, and the type of governance, which unfolds.
Strategic alliances are relevant for two reasons: First, in many instances they are an
indicator that the scale of development has grown to the point where it is beyond the
reach of even the strongest nation-states. Second, alliances are a manifestation of
geographically ordered economic governance;* they represent a change in the mode of
organization of economic transactions.” According to Stephen Corbin, the motivations
for strategic alliances are complex and varied. The most important of which, isthe
increasing cost, gains, risk and complexity of political and economic development in
states.®> A growing number of nonstate actors, the argument continues, have taken on
authoritative rolesin the political system of states, and this explains the rising number of

individual and collective civil society groups.* In contrast, Susan Strange, representing
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what is probably the model position for internationa relations scholars, and rejecting any
significance of norms, new rules and decision-making procedures, argues in part that the
multiplicity of nonstate actors forming strategic alliances in the international system does

not change the basic economic power relationships.”

The purpose here then is to identify the particular mechanisms, which emerge in
liberalized state settings, and specify how they govern the politico-economic system.
Disaggregating the central role of the state from nonstate actors in the post-liberalization
era brings into focus the macro-economic characteristics of states and the incentives they
generate at different levels of the system.® Since as Sassen has shown in her research,
thereis an incipient formation of atype of authority and state practice that entails a
partial denationalizing of what has been constructed as historically national,” then each of
these actions must be strategic and intentional. Nonstate actors within these states must
interact and react to the national economic regime in widely different ways. In this
regard, then, my research does not take on traditional conceptions of the state, but
postul ate a postinternational assertion which places emphasis on the collective good of a
multiplicity of processes, which contribute to devolution, and engages activity levels of

organizations | ess encompassing than the nation-state.?

Identifying and, even more so, assessing patterns of governance are extremely
difficult. The core problem isthat legitimacy, central to the distinction between
governance and other forms of power, isinherently unobservable, particularly in

domestic political systems where the interplay of constraints and opportunities created by
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state and nonstate actors are sometimes difficult to decipher. The inevitable interaction
of varying authority structures demonstrates both the question, which concerns the
economic causes and effects of liberalization, and the question of the significance of
external market linkages to the domestic economies they represent. The first questionis
concerned with the cause and effects of liberalization. On thisissue, theorists of different
schools have profoundly conflicting views. Economic liberals believe that expanding
webs of economic interdependence create a basis for peace and cooperation in the
competitive and anarchical state system.® Traditional statists argue that economic
interdependence, by necessity, has a political foundation, which increases national
vulnerability and creates yet another arenafor interstate conflict.’® Postinternational
theorists, on the other hand, argue that the state is no longer the manager of national
economies, and has become, instead, an instrument for adjusting the national economy to
the exigencies of an expanding world economy. ** Liberalization of national economies
have internationalized groups and deeply enmeshed networks that have superseded the
traditional political jurisdictions of national scope. “Such atransformation has served to
loosen the ties of producers to their states and workersto their firms, to expand the
horizons within which citizens pondered their self-interests, and to foster the formation of
transnational organizations that could operate on a global scale to protect and advance the
economic interests of their members.”*? The research design focuses on the second
guestion, which probes the postinternational explanations, which illuminates the

profound shifts in economic and political governance taking place.
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In the first section, | will introduce the framework for this analysis, which
includes not only the configuration of authority and its aliances, but also the very
structure of the politico-economic system changing before our very eyes. Having
described as well as possible the observed pattern of authority, | will introduce evidence
that can be used to assess the extent to which the pattern of authority allows nonstate
actor participation in governance and the types of nonstate actors as well.** The second
section will discuss the environment for framing effective policies and texture of
economic policy across and between states. The basic method ascribes to the congruence
testing format which proceedsin three steps. (1) re-states the hypotheses; (2) state
expectations about what we should observeif it isfalse; and (3) explore the evidence
looking for congruence or incongruity between expectations and observation.** The third
and fourth sections will draw out the particular content of ideas and conditions for
identifying the authority structures. The empirical focus for much of the examination is
confined to Punjab, Orissa and West Bengal, which demonstrate three different

trajectories of economic liberalization reformsin India

Combined, the theoretical and methodological approach developed here, rel eases
acrucia advantage: it enables the researcher to tease out information about mechanisms
and feedback loops that cannot be captured by more quantitative indicators. Given the
complex context of economic liberalization reforms in a country where both liberal and
radical scholars attribute the failures of India s developmental tragjectory to its centrally
constraining policy framework, information could not only be found through detailed or

even persistent questioning. Such information would never appear in formal statistics
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evenif it were possibleto collect. That said the aim is not to produce statistically
significant data, as the responses are not directly comparable in scale of the population of
India or the population of the cities where the surveys were administered. Statistically
significant assessments on the manifestation of geographically ordered governance must
become routine before it can be used regularly with confidence for policymaking.
Participants have simply responded to questions about general feelings about three broad
categories of questions on governance, and after the economic reforms. The main
advantage of this approach is that the results serve as more of an informative indicator of
observations.”® Both interviewees and survey participants provide a unique perspective
on how the economic liberalization reforms are leading to the manifestation of

geographically ordered governancein India.

Framework

The government of India clearly had powerful reasons to liberalize their economic
policiesin the 1990s. An appraisal of economic performance under the 1991 reforms and
bolder efforts at removing controls on private investment not only show a mobilization of
large volumes of resources, which have helped to increase wealth and reduce fiscal
deficit, but also signals that new forms of governance may have been directly linked to
strategic alliances developed during the economic policy reform process. At the most
genera levd, the reforms offer useful correctionsto the limitations of an earlier
development strategy based on pervasive government control over the private sector.

The economic objective was the removal of awide array of neo-protectionist barriers
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embodied in national standards and policies to facilitate the free movement of capital.*®
However, the critical issues are why the particular institutional arrangements were chosen
and how these new aliances are working to change national governance. Numerous
policy prescriptions could have been used as the basis for centralizing the authority
structure under liberalization, including an even more encompassing set of regulations
and standards than the license-rgj, designed in the early 1950s as an autonomous
regulatory system for nonstate actors, but which did not realize its anticipated effects.*’
The formation of the Planning Commission in 1950, the enactment of the Industrial
Development and Regulation Act in 1951, and the declaration of the Industrial Policy
resolution in 1956, placed authority and the responsibility for establishing strategic
alliances into the hands of central government. As stated in the First-Five Year Plan,
“Without coordination of policies and timely concerted action, there is danger of waste
and misdirection of efforts, which may have consequences extending far beyond the
responsibility of any single authority, and this, it must be recognized, places specid

responsibility on the Center.”*® However, no centralizing measures were considered.

So why then diverge from central government’s “iron fist of controls’?" It seems
the long constrained economy of states also needed to pull back from an approach, which
imposed high entry and regulatory costs through licensing regulation.® Liberalization
encouraged new interactions between state and nonstate actors, and liberated states to
negotiate their own terms for decentralization and public sector disinvestments. Rather
than having a uniform effect however, liberalization triggered varying authority

structures and encouraged a model with various efforts to coordinate state-nonstate
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incentives for states, they were free to govern, asthey like. The expanded role of
nonstate actorsin economic life of the nation after the reformsis an important point of
departure for the framework of this study. Punjab, Orissaand West Bengal, share some

common economic characteristics, and diverge in important ways.

In Chandigarh, Punjab constitutional amendments liberalized economic and social
arrangements, which also decentralized the governing responsibilities within and between
state municipalities. Specific mandates shifted urban planning, protocol for governance
of key sectors, and created a multi-tier and multi-functioning banking system to increase
access to credit, as discussed earlier. Nonstate actors of particular significance in Punjab
emerged from the private sector, and largely include domestic and international
multinational corporations (MNC), who prior to 1991 could not have majority ownership,
acquire or dispose of physical assets without government permission. MNCs today
occupy a prominent and often controversial role in the political economy. The largest of
these firms are familiar names such as GlaxoSmithK line Pharmaceuticals Limited™
India' s leading research-based international MNC, and Ranbaxy Laboratories Limited,?
an internationally renowned Indian firm and the largest domestic pharmaceutical
company. When compared with all-India averages, Punjab’ s strong corporate
community, agricultural sector, and burgeoning professional middle class hold
sophisticated portfolios whose foreign investments are sought for access to closely held
technology and global marketing linkages.*® Benefits are not uniform throughout the

state however, as high wages do not necessarily spill over to poorer and more rural
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areas.** In Bhubaneswar, Orissainstitutionalized cooperation through international
organizations and global financial agencies have been a significant aspect of the
liberalized economic policy-making process. This neo-liberal institutionalist approach
gained momentum as policy makers considered the potential reach of public nonstate
actors to the 88 percent of the population classified as rural.”> The urban population
registered an increase from 8.4 percent to 11.8 percent during the decade of the last
census. Sophisticated policy prescriptions by international financial and devel opment
agencies, including IMF, DFID, The Friends of Children of Orissa UK, The Japan
International Cooperation Agency (JICA), and World Bank al promised to engage the
more than 75 percent of the workforce engaged in agriculture and other elements of the

rural economy classified as backward. 2°

Finally, the specific nonstate actors that have brought transformation about in
Kolkata, West Bengal can be generally framed around combined efforts of the public and
private sector. State agency efforts are buoyed by selected MNCs to improve central
planning efforts and to encourage growth in industry specific market-based transactions.
The most influential of which include the Siemens Group in India, a unique player in the
field of electrical e ectronics engineering;?” Wockhardt Hospital and Kidney Institute, an
associate hospital of Harvard Medica International, and part of a premier chain of super
specialty healthcare providers for patients with urology and nephrology diseases;?® and,
Indian Council of Social Science Research (ICSSR), established in 1969 by the
Government of Indiato promote research in social sciences across the country.?

Liberalizing the political economy of West Bengal has not been very different, in broad
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terms, to the experience of other statesin India. However, here, the local government
had to implement policy behind the walls that have insulated the economy, and strategies
had to be created to deconstruct the land control arrangement that was imposed by

inequities embedded in caste-class biases.

The above discussion suggests that liberalization through nonstate actor
participation proceeds in two important ways. First, it explains how nonstate actors settle
on particular rules of the game, based on political regime type and including the relevant
organizing principles and supporting institutions, from among the many sets that are
availablein the state. Second, it shows the impact of public or private sector specific
strategic alliances and otherwise unanticipated contingencies on states. nonstate actor

governance varies rules across sectors, and between states.

To test the three central hypothesesin this study, | tried to ascertain relative
values of the independent variable (1V), and dependent variables (DV), using surveys
applied in case study format, known as congruence procedure.®* For example, to test the
hypothesis ‘if authority structures have resources to operate, then they can build
legitimate consensus,” | framed questions exploring the 1V, resources/no resources to
operate; and explore questions on legitimate (consensus/no consensus), using the DV.
These questions are congruent with the categories on ‘ Legitimacy and Voice' and
‘Direction and Performance.” To test the hypothesis, ‘if an authority structure reflects
local and regional characteristics, then they will manage issue areas more effectively,’ |

framed questions exploring the IV, reflection/non reflection of local and regional
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characteristics; and the DV, which assessed governance (effectiveness/ineffectiveness).
These questions are then congruent with the category on ‘ Performance and Direction.’
To test the final hypothesis, ‘if society is open, then an authority structure will have
positive impact on local prosperity and quality of life, | framed questions exploring the
IV, which isthe level of openness/non-openness of society; and the DV, which assessed
the impact (positive/negative). These questions were congruent with the category on
‘Accountability and Fairness.” Therefore, in the study results chapter, average responses
to questionsin the first two categories (Legitimacy and Voice, Direction and
Performance) will be congruent with assessments made on political governance. The
economic governance assessment will be congruent with responses to questionsin the

category on Accountability and Fairness.

With respect to the types of nonstate actors assessed in this study, some important
gualifications have to be made. To begin, the survey is constructed around twenty-ei ght
guestions, between the three categories. The limits of the demographic information (age,
sex, religion, caste or tribe, home city and work place city), primary language, and area of
work are defined below. First, the age, sex, religion, caste or tribe, home city and work
place city servesto draw the boundaries tightly around the profile of each respondent.
The socidl, cultural, and political (and sometimes economical) demographics of Indiaare
heavily weighted on gender, religion and caste or tribe. The demographic profileisalso
used to build important social, cultural, aswell as political insights. Second, the primary
language of respondents helps to build the historical profile of respondents. The primary

language reflect the mother tongue, and gives insights into the background characteristics
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and regional variation of participants. It aso helpsto verify earlier questions on religion,

caste or tribe.

In this study, there are eight types of generic actors, three of which are located at
the micro level, and five at the macro level. Thethree types of micro-level actors are
citizens, official leadership and private actors who carry out actionsin the national or
global arena. The variety and types of macro level actors on the world stage is greater
than that of micro-level actors. There are five broad macro level clusters: threeinvolve
states, subgroups and transnational organizations, or collectivities with hierarchies of
authority. Nine broad macro level actors were identified as the initial focus of the study:
government, nongovernmental organizations, multinational corporations, media,
business, religious group, criminal organizations, academic institutions, and international
organizations. The fourth and fifth, macro level clusters, which will not be discussed
here, are organized leaderless publics and movements. Movements are not based on
organizationally conferred authority as discussed in this study, but on the moral
importance of individual goals.*! The question on the area of work helps to identify the
presence of generic actors, and their location in the political economy. Post-survey
questions were added, as a proxy for categories not included in this analysis.** Each
survey isidentified numerically to maintain confidentiality and anonymity of individuals
in sensitive cultural and political regions. These refinementswill, | hope, reflect the

diversity of participants.
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Method

The assertion that nonstate actors govern leads us to the question of how this
occurs: whereis the evidence? The methodology devel oped here explicates two charges
consistent with postinternational analysis. First, nonstate actors play important rolein
liberalization because state economic policy encourages the habits and practices from
which nonstate actors derive their legitimacy in aturbulent world.*® Nonstate actors, as
an authority structure challenge the particular pattern of governance already in existence.
Second, nonstate actors are given the leeway by local governments who need to arrive at
a common understanding of economic problems and viable reform solutions. Put ssimply,
states are likely to get what they want when authority is delegated to nonstate actors. The
analysis below proceeds in three steps: areview of the hypothetical causal claims; the

expected observation; and, exploration of the evidence.

To begin, the first basic step here isto establish the hypothetical causal claim, by
linking the structure of the international political economy to changes exhibited at the
level of national societies and economies.® Because the scope, autonomy and capacities
of al nation-states have been |essened, the complexity and dynamism of the environment
for framing effective policies and creatively adapting to change become important.*
[llustrative in this regard are the problems that India has encountered with respect to
national public governance and the elaborate techniques for containing policy crises.
First, the original landmark in official health policy of independent Indiawas the
acceptance of the Bhore Committee recommendations of 1946, which laid the foundation

of comprehensive rura health services through the concept of primary health centers. In
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1952, India became the first country in the world to launch anational program on family
planning, to the extent that emphasis was placed on reducing birth rates and * stabilizing
the population level consistent with the requirement of national economy.’*® Since then,
the Indian family planning program has gone through several changes. At times, it has
integrated with different programs like minimum needs program, Maternal and Child
Hedth (MCH), and Child Survival and Safe Motherhood (CSSM). The goals have
changed, from reducing the birth rates and the rate of population growth by the induction
of method contraception, to specific contraceptive targets. The 1978 Declaration at
Alma-Ata, which received afull-fledged commitment from the Indian government, called
for achangein thinking in relation to health, healthcare, and development. This
declaration was important in proposing a broad philosophy towards a strategic
relationship between primary health care and economic development. Of central
importance was ‘equity’ as acomponent to health. It called on the national government
to recognize the need for community participation in decision-making, the need for a
multi-sectoral approach to health problems, and the need to ensure the adoption and use

of techniques flexible in the hands of policy makers.

Second, the International Conference on Population and Development (ICPD) at
Cairo in 1994 aso bears significance as it has been described as awatershed in the
history of thinking on population development issues.®” ICPD is said to have brought
about a significant shift in socio-economic policies and political strategies, aswell as

acknowledging the inter-linkages between poverty, patterns of production and
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consumption, environment, social equity, gender equality, and sustainable human

development.

Formulated in this way, the early policy-planning period reflect significant
political constraints, weak economic resources, and overall poor coordination of the
national public governance. There wastoo much internal division and too much
dynamism underlying health to allow the nation-state to exercise full control over the
course of events.*® The authority of the government weakened as a result of policy
failures, and efforts to integrate the national economy into one single liberal global
market economy. Consequently, the nation-state developed, through liberalization,
institutions and adopted policies that increased their ability to cope with internal and

externa challenges.®

In this view, only when the three central hypotheses are brought forth and the economic
liberalization reform policiesjoined, can substantia progress made toward understanding

the conditions under which nonstate actors have been influential .

In the second charge, the expected observation during fieldwork was then
dependent on the very same institutions and policies described above. Sincethe
shrinking economic, social and political distances that have transnationalized global
affairs have greatly increased the vulnerability of domestic economies to external
influence,° | should observe that nonstate actors are given the leeway by local

governments who need to arrive at acommon understanding of economic problems and
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viable reform solutions, and in one of following three hypothetical claims. If an authority
structure has resources to operate, then they can build legitimate consensus; if an
authority structure reflects local and regional characteristics, then they will manage issue
areas more effectively; if society is open, then an authority structure will have positive

impact on local prosperity and quality of life.

In what follows, | summarize aspects of viable reform solutions that | expect will
affect the probability that nonstate actors will be associated with governance of the
politico-economic system. The most straightforward way to assess the extent to which
the three central hypotheses presented above are associated with viable reform solutions
in the health sector is through a governance assessment survey. By thiscriterion,
respondents in states that have proportionally greater investment outlays by nonstate
actors should perceive shift in governance in adifferent way. In other words, governance
indicators should be associated with overall regional differencesin responses to the three
categories of questions testing the three central hypotheses. Once again, emphasizing
these observations is not to downplay the importance of other potentially contributory

explanations including complex economic, political, and sociological considerations.

The politics of liberalized investment are largely organized around two broad
issues. Thefirst isthe size of the investment. The second relates to how the investment
isto be allocated. In this context, the relationship between actorsis one of outcome
guided by the policies and regulations promoted by the Planning Commission.** In the

field, | expected to observe nonstate actor reform solutions addressing issues raised by
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the Planning Commission. First, the solutions to the problem of investment in
infrastructure, and second, financial solutions for public sector disinvestmentsthat is

politically acceptable and economically desirable™ for local government officials.

To incorporate, the two dimensions of liberalized investments | combined three
baseline governance indicators in the survey to assess general perceptions on economic
performance and political governance of nonstate actors since the reforms.”® | combined
Voice and Accountability, Government Effectiveness and Regulatory Quality to create
my own broad categories for analysis. ‘Legitimacy and Voice category assesses the
extent to which citizens are able to participate in selecting their government, as well as
freedom of expression, freedom of association, and afree media. * Accountability and
Fairness' combined, assess the quality of health services, the quality of state actors, the
quality of the formulation and implementation, and the credibility of nonstate actor’s
commitment to health. In addition, the * Direction and Performance’ category assesses
the ability of state and nonstate actors to formulate and implement sound policies and

regul ations that permit and promote private sector development.**

Each survey was composed of 28 questions. Five questions on legitimacy and
voice; thirteen questions on accountability and fairness; and, ten questions on direction
and performance. Questions were designed with three choice answers: high, moderate, or
low. Space was made available for explanatory comments. Demographic information on
age, sex, religion, caste or tribe, home and workplace city, primary language was aso

collected to build a profile of each respondent. Areas of work included: government,



NGO, MNC, media, business, religious group, criminal organization, academic
institution and international organization. In addition, | gathered general information on
agendas, funding, activities, rhetoric, and affiliations of state and nonstate actors. This
section of the survey set the parameters of micro and macro actors who participated in the

study.

Survey participants and interviewees were identified using a convenience
sampling technique. To assess the hypotheses | will look for congruence or incongruity
between expectations and observations in survey responses from study participantsin

Punjab, Orissaand West Bengal.

In sum, it matters a great deal which paradigm one chooses to infuse order into
the phenomenathat make up world politics. A postinternational perspective clarifiesthe
decentralizing tendencies, at both the national and sub-national levels, where newly
fragmented, long-established hierarchies presided over by narrowly based elites have
been replaced with a multiplicity of organizations that have more pluralistic leadership.
This new arrangement means that actors are more interdependent, that they have a need
for and relations with awidening array of other actors, and that consequently the patterns
of interaction that mark their daily lives encompass more extensive networks than was
the case in previous eras.*® The competence of states is both widening and withering
with each nonstate actor function, and as the dynamics of global life intensify both the
centralizing and decentralizing tendencies already at work.*® The postinternational

approach forces scholars to come to grips with the complex dimensions of economic
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liberalization.*” Though an important aspect of this study, investments are certainly not
the only productive element of economic development. Consideration must be given to
the political and sociological landscape of the development environment,”® as well as the
networks formed through strategic economic alliances to organize transactions.*
Networks described as “social units with relatively stable patterns of relationships over
time,” represent atype of arrangement with its own specific distinctive features, which
must be considered inits own right. * | expect the two dimensions of liberalization will
affect the probability that nonstate actors will be associated with overall regional

governance.

Convenience Sampling

Convenience sampling was the strategy employed for identifying survey
participants and interviewees. Convenience sampling, also known as opportunity
sampling, is atype of non-probability sampling which involves the sample being drawn
from that part of the population whichis close a hand. That is, a sample population
selected because it is readily available and convenient. Generally, using such a sample,
commentary and interpretation for the results cannot scientifically generalize about the
total population because it would not be representative enough. In addition, convenience
sampling does not make inferences about larger popul ations but rather, studies the

relationship that exists in a unique sample.>

To begin, | created alist of prospective study participants in both state and

nonstate organizations in each capital city and contacted them randomly. | was
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discouraged by refusals and unproductive interviews. State officials refused to meet, and
nonstate actors though more inclined to meet, were very concerned about the implications
of answering questions on record. Academic and personal connections were more
productive. These consisted of professors, researchers, social movement activists, and
fieldworkers working with grassroots organizations and international agencies like the
World Bank and World Health Organization’s Global Fund. Through these contacts, |
was able to find people willing to speak about economic reforms and its impact on the
role of nonstate actorsin the area of governance. | approached some nonstate actors
without referral, however, the success rate for interviews was very low, and the
interviews granted, especially in Chandigarh, Punjab were on the surface very shallow. |
tried to prevent a bias by relying more on contacts devel oped through academic contacts
and when possible by using more than one resource to gain access. Convenience
sampling was the strategy employed in the field.>* In hindsight, and considering the

complexity and difficulties in the field, this was the best and most appropriate strategy.

Overal, convenience sampling yielded mix results. | was interested in various
perceptions, processes linking locational decisions, and political rules and questions
about the shifting orientation transforming authority relations after the reforms. Even
with contacts devel oped through convenience sampling, | made no headway on
politically sensitive questions. Efforts to interview nonstate actors such as the Sikh
militants in Punjab, Hindu or Islamic fundamentalists in West Bengal, with known
aliancesin core public services, were generally discouraged due to national security

issues. However, some introductions from acquaintances yielded mix responses.
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In the selection process, | was guided by the need to evaluate comparative
experiences of government versus NGO, and MNC versus religious groups, for example.
Thus, | used two major criteriain choosing respondents. first, those whose area of work
spanned the period before and after the economic liberalization reforms; second, those
who had along relationship with relevant state or nonstate actors. In addition, | traveled
to rura districtsin all three states: Dera Bassi, Amritsar and Morindain Punjab; Koraput,
Puri, Cuttak, Jai pur, Nabarangpur, Khordha and Bhubaneswar in Orissa; and, Howrah,
North 24 Parganas, South 24 Parganas and Medinipur in West Bengal, to interview a
diverse array of micro and macro actors. In each state, | was especially interested in
finding out about the infrastructural divisions across rural and urban districts. Repeated
visitsto these rural districts allowed me to observe the quality of life, and assess accessto
services provided by state and nonstate actors. The overall experience yielded good data

for analyzing the governance of core public health services after the reforms.

Surveysand Interviews

The strategy for engaging survey participants was simply to interest people in my
project, and to convince them of the importance of their voice in chronicling the
experiences of Indians, and their overall contribution to the academic debates. Personal
contacts developed in the United States and India was an important advantage. Without
proper guidance or cultural and political correctness, response rate can be very, very low.
Thiswas especialy true as | was seeking sensitive demographic information to build a
profile of each participant. For example: age, sex, religion, caste or tribe, home city,

work place city, primary language and area of work. The surveys also requested very
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personal opinions on the legitimacy and voice, accountability and fairness, and the
direction and performance of state and nonstate actors in the communities where people
live. | had to assure respondents and interviewees of the confidential nature of the study,
aswell as assure them that the digital recording was simply a mechanism inducted in the

project for quality assurance.

Survey participants were encouraged when they were given the opportunity to
relax, drink chai, and talk about their persona and private hardships. Many people were
intrigued by the idea that aforeign scholar was interested in documenting their
viewpoints. A few disagreed, especially in West Bengal, suggesting the state is the only
relevant actor in India. Most generally, felt that the role of nonstate actors is more critical

after the reforms.

The data collected reflect the perceptions of avery diverse group of respondents.
Participants shared their expansive knowledge of the governance situation in the country
before and after reforms. | also captured the perceptions of country analysts at the major
multilateral development agencies or international organizations. These include the
World Bank, WHO Global Fund, UNICEF (Delhi office), and DFID (Delhi office),
which gave insights into an individual’ s in-depth experience working in a country they
regularly assess. Respondents were generally reluctant to indicate their area of work if it
fell under the category of criminal organization. In such instances, respondents with
these known associations, |eft it blank or selected ‘other.” Effort was made to evenly

distribute surveysto similarly placed officials, and across the three states.
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Interviews were supplemented by archival data collected in thefield. Because
statistical information is not available in a consistent way across states, multiple sources
were used to provide as complete a picture as possible. For example, to compensate for
the shortcoming of information, my first stop after academic resources was the Voluntary
Health Associations (VHA), aswell as other “Mother NGOs” offices located in each
capital city. The Government of India and state governments have a number of health
schemes for implementation through NGOs. Through VHA and “Mother NGOs,” funds
are distributed from central government for the implementation of official government
health projects.®® Collectively these organizations maintain a master database of micro

and macro actors active in each state.

Ninety-three surveys and 30 interviews were completed in total. Thirty-three
surveys were completed in Punjab; 30 surveysin Orissa; and, 30 surveysin West Bengal.
Interviews included: 12 in Punjab; 12 in Orissa; 4 in West Bengal; and, 2 in Delhi. | built
an excel database to aggregate responses gathered in the field. These aggregate responses
are weighted averages of responses to the surveys, with weights reflecting the average
responses across three broad categories, and in each state. For example, the average
responses to questions in the first two categories (Legitimacy and Voice, Direction and
Performance) are congruent with assessments made on political governance. The
€conomic governance assessment is congruent with average responses to questionsin the
category on Accountability and Fairness. Average responses of the first two categories

(legitimacy and voice and direction and performance) are referred to as
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political/democratic governance.> The responses do not produce a statistically
significant data, as the responses are not directly comparable in scale of the population of

India or the population of the cities where the surveys were administered.

Finally, careful attention has been given to the sociological histories of survey
participants and interviewees for it is easy to draw misleading conclusions outside of the
cultural and political context. | made special effort to meticulously record and transcribe
interviews at the end of each day in thefield. Taken together, the surveys and interviews
have drawn liberally from avariety of sources as well as from notable historical studies

on Punjab, Orissaand West Bengal.

Conclusion

In conclusion, the research design attempts to rel ocate nonstate actorsin
liberalized economies. Economic liberalization reforms have produced interactions
located at different levels of the system. Asan authority structure, attention must be
given to the multiplicity of roles and processes in which nonstate actors are engaged in
governance. The choices and behaviors of nonstate actors, and hence their
developmental impact on the national political economy, emerge as significant to the
direction and performance of the liberalization strategy. Thus, in undertaking an inquiry
of this nature, the analysis considers the extents to which inferences can be made on the
findings, and whether the empirical work is sufficiently extensive to provide similar cases

against which to evaluate theories.
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Nonstate actors within liberalized states interact and react to the national
economic regime in widely varying ways, but each of these actionsis strategic and
intentional. Robert Gilpin speculates that a minimal degree of convergence of liberal
economic policy and interests may indeed be a prerequisite for the formation of aliberal
international economy,* for it encourages amultiplicity of processes, which contribute to
devolution, and refocusing of activity levels of organizations less encompassing than the
nation-state.®® Similarly, a postinternational approach to understanding the relationship
between actorsin liberalized states brings into focus the new characteristics of states and
the incentives nonstate actors generate at different levels of the system.> The state's
capacity to adapt to change and the nonstate actors readiness to meet demands is creating
a paralyzing effect on the norms, habits and practices of central government. If the states
studied here continue through the dimensions highlighted and processes described, all

indicators are they will likely fall into an even more varied system of governance.
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® This approach has three core assumptions on how societal actors produce change. First, the fundamental
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the Planning Commission engages in two basic decisions: (1) what was to be the size of the investment
(savings); and, (2) how was the investment to be allocated among the alternative uses. See Jagdish
Bhagwati and Padma Desai’s India: Planning for Industrialization. London: Oxford University Press,
1970.

“2 Bhagwati, Jagdish and Padma Desai. India: Planning for Industrialization. London: Oxford University
Press, 1970. p. 114.
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governance of nonstate actors. The three broad category of questionsin the health governance assessment
survey include: legitimacy and voice, direction and performance, and, accountability and fairness.
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Press, 1970. p. 125.
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Economy” in The Emergence of Private Authority in Global Governance (Edited by Rodney Bruce Hall
and Thomas J. Biersteker). New Y ork: Cambridge University Press, 2002. p. 49.
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*! See Chapter Six: Study Results.
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Sense of the Social World: Methods of Investigation. Thousand Oaks: Sage Publication, 2003.

%3 | nterview with P.H. Vaishnav (Chairman), Society for Service to Voluntary Agencies (SOSVA) North
Chandigarh: September 2008. See also SOSVA Annual Report (2007-08).

% See also Daniel Kaufmann's “Governance Matters: Aggregate and I ndividual Governance Indicators.”
Washington: World Bank Policy Research Working Paper 4280, July 2007.

* Gilpin, Robert. Political Economy of International Relations. Princeton: Princeton University Press,
1987. p. 393.

*® Rosenau, James N. Turbulence in World Politics. A Theory of Change and Continuity. Princeton:
Princeton University Press, 1990. p. 135.

*" Aseema Sinha does not necessarily develop a postinternational approach in her analysis; however, in
deconstructing micro-institutional characteristics of states and the incentives they generate at different
levels of the system, parallels can be drawn in the argument developed. She writes, “This investment
hunger necessitates vertical coordination with the center inindustrial governance. Regiona states adopt
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performing crucial roles.” See Aseema Sinha' s The Regional Roots of Developmental Politics: A Divided
Leviathan. Bloomington: Indiana University Press, 2005. p. 116.
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Chapter Three: Literature Review

Introduction

The major overhaul of national public governance during the 1991 reforms
transformed domestic state relations, and even further cast the political economy of a
nation-state in avery different mold from the one that existed centuries ago. Within this
structure is new evidence that the various transnational, multinational, transgovernmental,
and other nonstate actors associated with the process of liberalization, have ultimately
shifted the power and interests of states.' What is even more striking is the emerging
pattern of governance outside the center, in regions, which have undertaken the far more
difficult task of reorganizing economic controls over agiven territory. The actual content
of sovereignty and the scope of the authority that states can exercise have been contested
by the creation of new institutional forms that can better meet specific material needs.? It
is here where the implementation of economic policy have liberated limits set by
Westphalian ideology, where nonstate organizational factors intervene, where new
coalitions have formed strategic alliances, and where the reform has directly affected the

political-economic discourse.

This chapter unpacks the institutional and behavioral manifestations of nonstate
actorsin liberalized states. The question becomes one of understanding the specific type
of authority nonstate actors carry, or more precisely, the political reality of the particular
state where nonstate actors gain legal expression. How does the authority of nonstate
actors legitimate the economic strategies of sovereign structures? My argument is that

authority rests on the nonstate actors’ ability to deliver the “goods’” demanded by the
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state, and the latter’ s willingness to recognize as |egitimate the status of the former.
Nonstate actors, to the extent that they exist at all, follow rather than drive the economic
process. This conception focuses on the exchange of economic order for consent, and
opens the possibility that numerous authorities can exist at different levels. Recent
research, especially by David Lake, demonstrates clearly that authority can be shared
between public and private spheres, with the former sometimes governed by “private
authorities.” * Even though afar more fluid concept than that envisioned by international
law, nonstate actors have had a considerable impact on the behavior of sovereign
liberalized states by virtue of its embodiment in the political economy and of its
functional utility.* This conceptualization emphasizes the authority changing capacity of

nonstate actors in the economy of sovereign liberalized states.

The purpose hereis then, to understand and specify a particular aspect of the
liberalization process, which in practice, leads to aform of sovereignty that favors
creating multiple apexes of authority within astate.” While nonstate actors may vary in
the authority they possess, there is nothing inherent in the concept of sovereignty that
ultimate authority cannot be shared.® In this regard, this study accepts the traditional
view that there can be an ultimate and exclusive authority surrounding an issue; however,
it also recognizes that there can be multiple authorities defined by policy area operating

in and over any given society.’

An important assumption hereis also that liberalization policy in states may be

confirming or challenging a particular pattern of governance (authority structure) already
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in existence precisely because, in strengthening the legitimacy and claims of nonstate
actors, it adds to and renders visible their regional work, accommodating their rights and

contracts in what remain basically national economies.®

In the first section, | will introduce a number of conceptual issues, which arise out
of the presence of nonstate actors in the liberalization process, beginning with the
crumbling of the pillars erected around the Westphalia system. The traditional statist or
nationalist perspective view nonstate actors as useless, if not misleading concepts that
obscure economic power relationships.’ This nationalist perspective is concerned with
the dimension of sovereignty lost due to weak authority structures, the large-scale and
long-term impact of mass contention on elite coherence and state power. However, the
discourse overlooks the pressures put on the system through emerging norms, and views
nonstate actors as an ill conceived threat rather than a conduit or contributor to change.*®
In the second section, | address the debate over the effects of nonstate actors on a
liberalized structure, which may or may not be accompanied by explicit governing
arrangements? A number of postinternational scholars have addressed various
dimensions of authority espoused with the participation of nonstate actors. For some, it is
acceptable that the changed regional pattern of economic activity transcends sovereign
boundaries.™ In this literature, nonstate actors have devel oped means to extend their
economic reach, while the state fights to keep its commitment to the project of
development.** On awhole they may aso be conceptualized as middle class activists, a
critical dimension of civil society organization. According to John Harriss, nonstate

actors increase opportunities for political participation through civil organization.® In
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short, nonstate actors are not entirely exogenous. Rather, if local government officials
intentionally select themselves into one or another type of relationship with nonstate
actors, we must control for the possible determinants of this selection decision to

appropriately estimate the effect of nonstate actors on governance efforts.™

In the third section, | discuss the challenges of theorizing dimensions of
sovereignty, varying degrees of authority, and its correlates with relative shiftsin
governance after liberalization. This discussion is confined to the particular
transformations underway in Punjab, Orissa and West Bengal. These states mark a shift
from a system where authority was secured by the center to one where states have
devel oped institutions and adopted policies that increase their ability to engage with
competence, new economic arrangements. Seen in this perspective, the analysisin the
pages ahead engages a comparative eval uation of the new economic order and

governance.

The Nationalist Per spective

The economic liberalization reformsin India, is a powerful metaphor for
understanding how emerging components of the political economy, though similar,
interacts in an anarchic environment. If we begin with the political context of the nation-
state, we are drawn into the rigid definition of sovereignty and the dimension of authority
within the traditiona state structure. Sovereignty is the supreme legal authority of the
nation to give and enforce the law within certain territory and, in consequence,

independence from the authority of any other nation and equality with it under
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international law.™ Nonstate actors, a central aspect of the politico-economic system of
liberalized nation-states, are theorized to be incompatible with maintaining sovereignty,
as scholars argue they impair the nation’ s authority and destroy independence. In this
view, depreciation in political power occurs when nonstate actors are given final
authority over lawgiving and law-enforcing functions within a sovereign territory.
Sovereignty islost, and the state survivesin name and in appearance only, while nonstate
agents perform the actual functions of government.’® This classical ‘realist’ scenario,
circumscribed in legal terms, characterizes the political framework of the nationalist

perspective.

Economic nationalism, both in the political context described above and in the
functioning and organization of the international system today, ascribes to national self-
sufficiency and policy competitiveness rather than economic interdependence. In aworld
of competing states, the nationalist considers relative gain more important than mutual
gains. Thus, nations continually try to change the rules or regimes governing
international economic relationsin order to benefit themselves disproportionately with

respect to other economic powers.*’

India, in common with many former colonial states, embraced economic
nationalism in its more benign or defensive form, attempting to protect the economy
against untoward external economic and political forces after independence.*® For
nationalists, domination of the world economy by industrial powers seemed assured, until

the mid-1980s, when reform-minded economic policy altered the seemingly invincible
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position of the world economy. A more developed form of liberalization emerging in
1991 demonstrated that preservation of the state is not dependent on economic
nationalism. More importantly, political and economic sovereignty may well depend
upon gradual shifts in the exercise of political power from one government to another. *°

However, sovereignty over the same territory may not reside in one type of authority.

The political reality of Indiais that the location of sovereignty may bein
temporary suspense if the actual distribution of power within aterritory remains
unsettled. However, the type of economic authority nonstate actors carries profoundly
influence the ultimate success of the countries themselves and the applicability of their
development strategy.?® This realization has challenged whatever intrinsic merit of
economic nationalism existed, precisely because some less developed countries,
including India, have gained considerably from foreign direct investment.”* The balance
of power shifted decisively to emerging economiesin the 1990s. India has successfully
pursued policies that increased internal benefit to strategic nonstate actor alliances,
through greater participation and changed terms of foreign investments, including but not
limited to greater local participation and more joint ventures, expanded technology
transfers, the exporting of locally manufactured goods, increased local content in final

products, and restrictions on the reparation of profits.?

Nonstate actors gain legal expression in the process of liberalization. Their
appraisal is determined in the interpretation of the specific political situation and

economic issue. Authority rests on the nonstate actors' ability to deliver the “goods’
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demanded by the state, and the latter’ s willingness to recognize as legitimate the status of
the former. Morgenthau himself admitted a nation cannot lose its sovereignty by limiting
its freedom of action through the conclusion of a great number of international treaties.”
The legal determination of nationalism returns to a theme that runs throughout the
eighteenth and nineteenth centuries. Its usefulness depends critically on what the
Organization for Economic Cooperation and Development (OECD) euphemistically calls
“past trajectories.”?* The future successes of economies like India, writes Gilpin, lies not
in their ability to emulate the nationalist perspective, rather, it may depend on openness,

the economic language of the modern era.

The Postinter national Perspective

Postinternational theory frames the debate differently. To begin, all collectivities
are located within states.® The specifiable authority of nonstate actors owe something to
the weakening of states, whose diminished capacities create, as it were, an authority
vacuum into which nonstate actors have moved. But it is not only the reduced authority
of states that promotes the proliferation and growing importance of nonstate actors, these

changes also stem from the very nature of global economic interdependence. %

Economic liberalization emerged as a key dynamic in the formation of a
transnationa system of power, which liesin good part outside the formal interstate
system.?” To some extent, national public governance functions have been relocated to
nonstate actors, which represent a partial disembodying of specific state operations from

broader institutional world of the state that had been geared exclusively to national
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deregulates major sectors of the economy, scales down welfare commitments, and resets
economic policies to the demands of nonstate actors.?® What is of particular concern here
isthat states are not unitary actors. The sovereignty of the state is undergoing erosion as
the foreign-domestic boundary renders itself porous. To be sure, the decisions that get
made in the state-centric world are those of leaders who act on behalf of their countries,
but post-internationalist are too sensitive to the operation of societal variablesto ignore
evidence that governmental decision-making processes consist of bureaucratic and top
level conflicts fueled by groups within the society. Ininstances such as economic
reforms, they would concede, nonstate actors may be mostly bystanders unable to exert
direct influence, because economic policies are devel oped independently. Even so, post
internationalist might contend that the leaders are mindful of the political and societal

implications of their decisions.*

Thisis not to imply, however, that post internationalist theory is oblivious to
territorial boundaries. Its adherents do not posit a borderless world so much as they
conceive of its boundaries as fluctuating from issue to issue and as being crossed readily

by a host of actors on both sides of the legally established lines that separate states.

In analyzing the process of liberalization, the postinternational perspective
reconceptualizes the conditions that have sustained the false features of the Westphalian
system. Thefirst feature was the central ordering principle or the state’s obligation to

respect each other’s sovereignty. The second feature is the behavior of states, whichis
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circumscribed around aformal-legal framework. The behavior of states carries aformal-
legal framework for governancein the system.** The political redlity however, is that
nonstate actor gains legal expression through habitual legitimacy. According to Stuart
Corbridge, the social and economic problems in poor countries, asin al countries, must
be addressed by particular forms of government and non-government intervention.
“Governability is not something that can be escaped from at least not if a person, group
or country wants to participate in generalized forms of production, exchange and rule.”*
He suggests that what matters is the way in which these commitments are achieved.
Where legitimacy was once derived from habitual and traditional norms perpetuated by
macro structures and processes, liberalization has enlarged analytic skills and capabilities

of actorsincreasingly enabling them to ascribe legitimacy based on performance and

strategic alliances they perceive as appropriate.®*

The Challenges of Liberalization in Punjab, Orissa and West Bengal

Both in number and sheer power, nonstate actors have made a qualitative change
to the economic world,* however, it is clear that liberalization and other measures of
economic development do not collectively benefit all in India. Punjab, Orissa and West
Bengal are among the states that began early, shifting or moving beyond the specific
national policy measures generally associated with governance from the center.
Economic policy emerged with rules designed to enhance the process towards more
inclusive growth, and improve the capability of public sector institutionsin ensuring the
effective delivery of core public services.® Liberalization however, has not been limited

by its assumptions that exchange is always free and occurs in a competitive market
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between equals who possess full information and are thus enabled to gain mutually if
they choose to engage each other.®” Thisline of argument suggests the principles, norms,
rules and procedures carried forward by nonstate actors do not always conform to the
preferences of states. Over time, the two can drift apart, which means ultimately state
and nonstate actor power and interests together condition both new authority structures

and related behavior, but there may be awide area of leeway.*®

What we are seeing today in Punjab, for example, isanew grid of economic
transactions superimposed on the old geo-economics patterns.®® The scale of markets has
broadened, and the complexities of economic organizations are transforming districts
within the state. The Punjab economic policy departs sufficiently from long-standing
nationalist presumptions of stressing the importance of security and political interestsin
the organization and conduct of economic relations towards one that posits nonstate
actors as inhabitants of separate worlds that interacts in such away asto make their
coexistence possible.*® The politico-economic system, which moves beyond investment
in infrastructure and public sector disinvestments, has essentially “rejected de-linkage
and import substitution industrialization and embraced export promotion
industrialization, thereby imbricating their economies even more closely with the global
economy.”** Theinterplay of state and nonstate forces in the process of liberalization has
not robbed the state of its sovereign power. Rather, the high degree of specializations,
which have emerged, encourages flexibility, which captures the benefits of competition

of national economies along lines of comparative advantage.”?
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International institutions have facilitated the reach and intensity of global
economic norms and standardsin Orissa. The politico-economic system runs counter to
the nationalist mode, which presumes that over time the state-centric system either
subsumes alternativesto it or fragments or collapses as the rival aternatives come to
prevail.** Keohane and Nye consider a system of overlapping authority and multiple
loyalties. “State power will remain crucially important, as will the distribution of power
among states.”** Decentralization has transformed the authority and decision-making
powers of nonstate actors. Thistype of multi-level governance, as described earlier,
reconceptualizes the structure in which actors are legitimized. In this context, authority
then becomes a contingent relationship in which the nonstate actor provides the order
demanded by the state, and the state' s consent to the authority of nonstate actors to exert
restraints on their behavior necessary to provide that social order. Legitimate authority is

not law, but contract.*®

Socialist policies vary the degree of social autonomy and independence of actors
in West Bengal. Whereas nationalists are concerned primarily with the international
distribution of wealth, and post-internationalist tend to ignore the issue of distribution, the
socialist economy of West Bengal focus on both the domestic and international effects of
amarket economy on the distribution of wealth. They call attention to the ways in which
the rules or regimes governing investment, and other economic relations affect the
distribution of wealth among groups and districts within the state. Economic
arrangements are marked by considerably less interdependence than those in other states,

and the distribution of potential economic power is operationalized around the authority
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and directives of the center. The tendency isfor economics to be subordinated to the

formal-legal political institutions and the nationalist goals of the state.*®

Dependency theorists provide a similar account of actorsin socialist
environments. The theory itself suggests that underdevel opment is not the fault of these
nations and their traditional values, but rather stemmed from foreign domination and
exploitation. Sovereignty is mortgaged because “there is no other way.”*’ As John
Harriss argues with reference to the “informal working class’ in India, the overarching
symbols of the middle class draw attention away from the political economy of poverty.*®
On the one hand, questions are raised over the exploitative capacities of nonstate actors
and the relative levels of development. On the other hand, the dynamic of growing
disparity challenges whether foreign aid is really the only formulafor international
politics. The oligarchies cynical aibis, writes Latin American journalist Eduardo
Galeano, confuse the impotence of asocia class with the presumed empty destinies of

their countries.*

In sum, and drawing on both these fields, this chapter challenges the relevant
power structures erected in nationalist perspective. Power structures are those patterns of
acollectivity wherein only exclusive members are accorded the right to make decisions,
set rules, allocate resources, and formulate policies.™ In amodern era, nonstate actors
reconceptualizes the rules, re-allocate resources and formulate new policies for awide
range of members in the system, which complies with decisions, rules, and policies of the

liberalized state system. “Theinternational.... system does not move in lockstep with
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changes in the distribution of potential power among states.”*" Instead, the emerging
economy of India combines relative cost-gains advantages and entrepreneuria energy,
enabling the state to compete. For better or worse, “the functioning of the politico-
economic system is determined primarily by considerations of nonstate actor

efficiency.”*

Whether we are discussing conceptions of formal-legal authority,
structural patterns of dominance or the resultant behavior or processes inherent to the
system, nonstate actors represent deep anxieties about the adequacy and capacity of state-
centric institutions, practices, and ideologies in the face of economic challenges.> This
new power structure across and between statesin India, is mobilizing legitimate

collective action,® and may be a key indicator for cooperation and collective benefits

worldwide.

Conclusion

In unpacking the institutional and behavioral manifestations of nonstate actorsin
liberalized states, the question become one of understanding the specific type of authority
nonstate actors carry, or more precisely, the political reality of the particular state where
nonstate actors gain legal expression. | have attempted to answer both these questions
with evidence that rests on the likely context in which nonstate actors’ ability to deliver
the “goods’ demanded by the state, and the latter’ s willingness to recognize as legitimate

the status of the former.

How does the authority of nonstate actors | egitimate the economic strategies of

sovereign structures? Drawing on two fields, the state system and relevant power
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structures emphasize diverging realities in modern liberalized world. The notion of
multiple authority structures has reduced the possibility that any single collectivity,
including the state, can dominate the politico-economic system. Power structures are
those patterns of a collectivity wherein only exclusive members are accorded the right to
make decisions, set rules, allocate resources, and formulate policies.®® Authority
structures, as described above, are expressions of convergent interests, made by avariety
of actors, to confirm or challenge a particular pattern of governance already in existence.
Accordingly, the emergence of avariety of authority structuresin the political economy,
have reflected and affected the efficacy of the economic liberalization reformsin India,

and does not have implication on the sovereign structure of the state system.

Thereis strong agreement in the literature that varying authority structures has
affected the operational meaning of state sovereignty. However, while power and
authority are closely related, authority is used to refer to institutionalized forms or
expressions of power. What differentiates authority from power is the legitimacy of
clams of authority. That is, there are both rights claimed by some superior and
obligations recognized as |legitimate on the part of subordinates or subjects to that

authority.

Having legitimacy implies that there is some form of normative un-coerced
consent or recognition of authority on the part of the regulated or governed. This chapter
has discussed the historical evolution of the concept of sovereignty and an attempt has

been made to relocate sovereignty in aliberalized politico-economic system. In



91

reviewing some significant theoretical formulations that have shaped the discourse, | first
examined the inherent attributes of nationalist perspective, where sovereign states and
emerging trendsin aliberalized politico-economic system interact. The dominant self-
governing arrangements and perceptions of national interests are juxtaposed to shiftsin
power or interests after economic liberalization reforms. The second and third sections
focused on the main parameters for political, economic and socia transformations,
developed aframework for evaluating the significance of multiple decision makers of

roughly equal power within strong nation-states.
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Chapter Four: Postinternational Theory

Introduction

One of the most important characteristics of liberalized Indiais the multiplicity of
state and nonstate actors engaged in the governance of the politico-economic system
since 1991. To varying degrees, sharp reversals of long-standing institutional patterns
and policies have been abandoned and replaced by structural changes unthinkable a short
time earlier. Each new development shifts loyalties, reconceptualizes authority relations,
and engages simultaneity of activities decentralizing states and changing who governs
what. Denationalization of public governance, for example, arising out of the greater
need for new arrangements to address economic interests of the nation-state, have
widened the realm in which governance is undertaken and implemented in its doing, a
new form of governance, which transfers authority downward to sub-national levels or
upward to supranational levels.® Thereis no obvious relationship between the location of
authority and sovereignty, instead both state and nonstate actors gain legitimacy and
source authority through performance.? On the one hand, this process has involved
“downward” relocation toward the macro level, including local government, international
organizations, NGOs, religious, linguistic groupings, MNCs, and the like. On the other
hand, the relocation process has moved in the opposite direction toward more
encompassing collectivities that transcend national boundaries. The beneficiaries of this
“upward” relocation of authority range from supranational organizations like Association
of South-East Asian Nations (ASEAN), from nongovernmental organization like
Population Foundation of India (PFI) to professiona organizations and inchoate social

movements that share social ideologies.
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To begin, this argument involves several claims. First, the underlying economic
interests of states and power position of nonstate actors in India helped to reset authority
relations after reforms. Authority is structurally layered such that varying actors may
have autonomy over issues within ajurisdiction without possessing sovereign powers.
To be clear however, “authority is simply one form of power.”® It isaform of power,
which according to Lake, both requires legitimacy and promotes legitimacy. Authority
requires legitimacy in that the subordinate actor must respect the dominant actor before it
will honor the agreement or perform the duty the dominant actor’s request. Lake argues
that this respect must be present in order for the subordinate and dominant actor to truly
cooperate.* Once the subordinate actor begins to respect the dominant actor (usually
because a dominant actor is using its abilities to help the subordinate actors) legitimacy
grows and only then is authentic authority established. Authority, relocated in this prism,
moves issues downward and upward, to facilitate the underlying turbulence presently at

work in India

Associated with this transformation of authority relations, is a shift in the role of
micro and macro actors within states. The state, incapable of bridging broad societal
divisions sufficiently to undertake the decisive actions necessary to address and resolve
intractable problems, have devolved authority to more effective bodies.” In effect, the
orientations, practices, and the patterns through which actors engage at the micro level
are linked to collectivities at the macro level.® To achieve economic liberdization, the

nation-state adheres to this new system of rules, which serve as steering mechanisms
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through which nonstate actors frame issues and move toward national goals. Some
steering mechanism may have wider scope for influencing the course of events than do
others, for example the World Bank, but noneislikely ever to be capable of alone
dominating the entire politico-economic system.” Instead, the system treats all authorities
the same. Prompting suggestions, that structural change at the macro level and

fundamental transformation at the micro level may be causally operative.?

The second claim to my argument here isthat in its focus on clearly defined and
separate issue areas, governance, after the reforms, is operationalized around clearly
defined spaces or regions, suggesting that nonstate actors have come into being as
instruments of economic change.” Governance, at both the macro and micro levels of the
polity, focuses on resolving tensions between localizing and globalizing dynamics. In
short, the pattern of governance is symbolic of the complex power relationships. Well
beyond liberalization however, as actors begin to question the legitimacy of their national
system and redirect their loyalties toward subsystem level, postinternational theory
predicts that tendencies towards sub-groupism will be accelerated by the increasingly
clear-cut structures of the multi-centric world. State and nonstate actors are so closely

linked that even slight change in one can produce or reinforce changes in the other.*

Another important aspect of governance experience in this environment is that
governance is by necessity tentative and accomplished only in small (regional)
increments, and thisis directly because of the huge degree to which authority has been

decentralized at every level of the nation-state. In addition, even though the overall
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structure of world politics has been founded on an anarchic system of sovereign nation-
states, states are clearly not the only actors on the world stage. The sovereignty-free
actors™ of the multi-centric world have emerged replete with structures and decision-
rules of itsown. Individually, and sometimes jointly, they compete, conflict, cooperate,
or otherwise interact with the sovereignty-bound actors of the state-centric world.*
Across sectors and regions, it is difficult to sustain, institutionalize reforms to ensure
effective delivery of core public services, and this pattern seems bound to accelerate if

actions are not designed toward collectively resolving national problems.*®

This chapter explicates the deductive logic of postinternational theory. It explains
the nature of fundamental change underway, and the ubiquitous course of events, which
can be used to interpret the process towards liberalized governance. The analysis
proceeds in two steps. First, attention is given to the sources of change, including the
history that may be shaping procedures and practices of nonstate actors after the reforms.
Although Punjab, Orissa and West Benga have overlapping elements and concerns,
norms, structures and processes tend to be mutually exclusive, thus giving rise to a set of
nationa arrangements that are new and possibly enduring, as well as extremely complex
and dynamic.'* In the case of India, the long-standing patterns have been replaced by a
more elaborate set of economic norms that can make the successful exercise of authority
much more problematic. In other words, the decentralized structure can be fairly judged
as amounting to a series of authority crises, not yet present in the minds of local
government officials. Returning to the three central hypotheses of this study, the point at

which nonstate actors govern validates the source of the change underway. Second,
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consideration is given to the implication of the proliferation of actorsin the politico-
economic system. Embedded in the parametric changes underway, are the pressures of
endogenous and exogenous forces on liberalization, especially when formal economic
arrangements fail to achieve the desired goals. The question becomes one of
understanding what happens if sovereign liberalized nation-states become feebler,
nonstate actors grow in importance, and truncated regions fail to achieve economic
goas.™> What then are the options for developing effective economic strategies? Moving
beyond the advent of interdependence issues, Ferguson and Mansbach suggest three
possibilities, which are explored in this chapter. Evidenceis presented here to help local
government officials contextualize the invariable challenges of governance after
liberalization, problems which focus on the nature of authority relations that prevall

between nonstate actors at the micro level and their macro collectivities.

Sour ces of Change

The liberaization of the Indian economy and the subsequent dismantling of
Nehruvian state-directed planning is a variant to the conditions of the postinternational
process and structure, conceived around norms, principles, rules, and procedures that
operate on particular issue areas to guide the interactions among all actors who may have
interests at stake.’® Although avariety of factors have contributed to the transformation
of the governing structure after the reforms, some of these sources are external to the
processes of national politics, and some are internal to them. That is, some of the forces
at work are endogenous in the sense that they are inherent to the political processes,

whereas others are exogenous in the sense that they derive from demographic, economic
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and cultural processes. Together the endogenous and exogenous forces go along way
toward explaining why what seemed so anomal ous a short time earlier, now appears so

patterned.

The Problem with Identity Politics

To begin, identity politics has shaped and all at once defined the limits of
economic liberalization.’” Elite forces, in fear that the masses might turn against their
parties and India s reformers, do not fully unveil economic policies that might create
doubts about privatizing public sectors, restructuring labor or agricultural laws, or
reducing fiscal levels.® These limitations potentially mean mass politics can put
strictures on mass reforms, and endogenous elite concerns may well be integral parts of

mass policymaking process.™

Ashutosh Varshney examined the link between economic reforms and public
dissonance. The main battle line, he argues is drawn on issues such as how to avoid
further escalation of ethnic conflict, whether to support or oppose political leadersif there
has been an attempted coup, whether to forgive or punish the crimes of high state
officials.®® Paradoxically, it may be easier to push through reformsin atenuous political
context, when matters they consider more critical preoccupy the electorate. Economic
reforms depends on the whether elite politics meets mass opposition, or whether elite

politics meets the social development needs of ethnic groups.
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First, whether elite politics meets mass opposition, istypically expressed in
debates and struggles within the institutionalized settings of bureaucracy, a parliament, or
acabinet. Mass politicsin contrast, takes place primarily on the streets. Whether
touched off by issues that unleash ethnic passions, the characteristic forms a mass
politics, which includes large-scal e agitations, demonstrations and civil disobedience®
has profound consequences. At any given point, mass mobilization in Punjab, Orissa or
West Bengal can redirect or redefine elite politics, with an accumul ated expression of
popular sentiments and opinions. Elite concerns, such as investment tax breaks, stock
market regulations, and custom duties on imported cars however, do not necessarily filter

down to mass politics.??

For Varshney, three factors determine whether economic or political policy enters mass
politics. First, how many people are affected by the policy; second, how organized they
are, and; three, whether the effect is direct, obvious, and short-run, or indirect, subtle and
long run. The more direct the effect of a policy, the more people are affected by it, and

the more organized they are, the greater the potential for mass politics.

Whether €elite politics meets, the socia development needs of ethnic groups, on
the other hand, depends on whether or not it isolates a whole group, or severa groups on
an ascribed basis. Ethnic disputes tend to directly concern political parties because they
may incite vociferous defense of ethnic group membership, or make attempt to repel
some ethnic groups away from their rainbow coalitions. Because groups invoke ethnic

conflict, Varshney suggest the effect of cleavages and ethnically based policies are more
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often than not organized quickly. Not all aspects of economic policy invoke passions and
have such effects, however. For example, by affecting more or less everybody, high
inflation quickly isinserted into mass politics.® Conversely, capital markets may
directly concern only the shareholders, whose numbers are few. Asaresult, stock market

disputes rarely enter mass politics in devel oping countries.?*

Another important aspect of identity politicsisthat in large part it invokes an
unexplored aspect of the economic liberalization process. First, the processis provoked
by ethnic conflicts. Second, the structure stems from market-oriented economic reforms.
The marked dissonance between the two underlines the limits of segregating issues, and
[imits of restrictive economic reforms. Consider the national evidence on India. Inthe
largest ever survey of mass political attitudes in India conducted between April-July
1996, only 19 percent of the electorate reported any knowledge of economic reforms,
even though reforms had been in existence since July 1991.%° Of the rural electorate,
only about 14 percent had heard of reforms, whereas, the comparable proportion in the
citieswas 32 percent. Further, nearly 66 percent of the graduates were aware of the
dramatic changes in economic policy, compared to only 7 percent of the poor, who are
mostly illiterate. Close to three-fourths of the electorate, literate and illiterate, poor and
rich, urban and rural were aware of the 1992 mosgue demoalition in Ayodhya. 80 percent
expressed clear opinions about whether the country should have a uniform civic code or
religiously prescribed and separate laws for marriage, divorce and property inheritance;

another 87 percent took a stand on caste-based affirmative action.?
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According to Y adav and McMillan, authors of this study, economic reforms were
not an issue in the 1996 and 1998 elections. However, ethnic and religious disputes,
secularism, caste-based affirmative action, and social justice have been driving India’'s
mass politics over the last 25 years. Expressions of India s identity politics have led mass
mobilization, insurgencies, riots, assassinations, desecrations and destructions of holy
places. In addition, the mass perception of identitiesis significant and has been far

greater than the implications of economic reforms.?’

Y adav and Singh’ s research has not been repeated to date. However, an
important update may be the cultural dimension of these arguments, as developed by
anthropologist, John Harriss. Harriss describes the socia and especially the poltical
relationships between the urban middle class and the informal working classin the socia
sphere. “These relationships are actually very significant in the definition of the “middle
class’ and acritical dimension of the reproduction of class relationships. They show the
limitations of aview of civil society that abstracts it from the field of class relations —
such as appears in some contemporary arguments about the political potentials of civil
organization.”® Varshney suggest these types of examinations have so far been the best
attempt to understand and explain why India's politicians have behaved very differently
with respect to the various aspects of reform, embracing some policies warmly but
showing great caution on others. The elite-mass distinction is simply to disaggregate
politics and present an empirical explanation for change. In the reform literature, both on

Indiaand Latin America, the intra-elite issues, for example, conflicts between the import
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substitution strategy (ISI) protected versus exporting sectors, have often been noted, but

elite-mass differences have not been.?®

Punjab, Orissa and West Bengal

The fundamental economic policy shifts associated with the reforms have also
arrested the attention of exogenous forces, which have yielded major economic
improvements. The cooperation of state and nonstate actors has supported a diverse set
of policies and created qualitative improvements across sectors.*® Recognizing their
acute circumstances, and reduced capabilities, state governments have collaborated with
nonstate actors to broaden the reach of resources, and improve the policymaking
process.®! Sagar and Qadeer suggest however, that the horizontal integration of vertical

programs became viable only after the improved policymaking structure was put in place.

The National Population Policy of 2000 (NPP) is one of the most important
policymaking instruments since the reforms. The policy drafted by the Population
Foundation of India (PFI) for the Ministry of Health, shifted policymaking from the
earlier demographically driven target-oriented coercive policy to one that addresses the
multi-faceted concerns socio-economic development. Health, for example, was
recognized as not wholly within India’ s jurisdiction, and so significantly intertwined with
the international community.** NPP 2000 asserted the centrality of human devel opment

in stabilizing India s popul ation.
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The implementation of NPP within states gained effectiveness as local
government officials used the document as a ready reference for coherently addressing
domestic challenges. ** While recognizing that systemic reforms are essential for lasting
and sustainable devel opment, increased awareness and action among individual s adjusted
the orientations of states and other collectivities** The current policy, and subsequent
amendments made through National Rural Health Mission (NRHM) of 2005, follows the
fundamental federal government’ s guiding principle of ‘decentralized public health’,
which advocates afocus on practical measures to enable need-based all ocation of

resources.

In sum, providing an infrastructure for policy development was acritically
important step for improvements in states.® However, the new types of policies
discussed here have shifted responsibilities from state to nonstate actors, prompting
criticisms that it created away for the central government to abdicate its responsibility.*
Sagar and Qadeer question the accountability of nonstate actor’ s activity, which even
with policy mandates insufficiently addresses the needs of the poor. Reformers, they
continue, emphasi ze the increased access to private sector for outpatient department, for
example, but never link to the conscious and planned withdrawal of the public sector
from healthcare services.®” What is needed, they argue, is a regulated and controlled
private sector, with new mechanisms, which ensure they take responsibility for curative
care.® Relevant here are also the need for expanded analytic skills of citizens, which will
enable collective actions that serve as avenues for expressing their discontent with a

failing system, and aso contribute to normative changes in governance.
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Implication of the Proliferation of Nonstate Actors

Economic policy in India has been marked by a proliferation of endogenous and
exogenous forces, persistently pursuing change in many ways. Nevertheless, these actors
alone insufficiently help us to identify or assess certain disconnects in the system, as well
as the implications of a magnitudal failure of new structures, processes, and patterns.*
Two charges can be made. Thefirst charge relates to disconnect between the inner
circles of policymaking in the capital, New Delhi, and the redlistic challengesin the
regions. These differences have prevented effective national implementation of health
policies, for example, formulated at higher levels and, weakly extended through to states.
The consequences of these discontinuities for policymaking and implementation in India
have been demonstrated thus far. This section begins to explore within the larger
framework of this system, the implication of a proliferation of actorsin the politico-
economic system, future concentration of legitimate authority structures in the economic

policy-making process of liberalized states.

The increase in the density of actors that sustain postinternational politics stems
from avariety of sources. The proliferation of actorsis not confined to the vast increase
in the types of collectivities who can clamber onto the global stage and act on behalf of
their membership.*® Post-internationalists suggest a deepening density of the system is
due to the organized complexity, and a host of other kinds of collectivities that share an
aspiration to advance welfare and a sensitivity to the ways in which arapidly changing
world may require them to network with each other. In part it is aproduct of the trend

toward ever greater specialization that is the hallmark of industrial and postindustrial
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economies and the greater interdependence of existing authorities, a discontent that
underlies the turn to less encompassing organizations that are more fully expressive of

close at hand needs and wants.**

The second charge related to the multitude of actors, which have emerged with
expanded rolesis that the system has neither fragmented into small-scale units nor
consolidated into single unitary actors. Rather, as Wallerstein tries to elucidate,
“aongside the economic distortions that state intervention brings to the market and hence
to the likelihood of innovation, one must place the face of coercive power which permits
government to undertake policies even though they may be strongly objected to be a part
of society.”* The question becomes one of understanding the options for developing
effective strategies to manage the politico-economic system. On the one hand, the
postinternational order assigns specific economic roles, and devel ops varying authority
structures. On the other hand, the different rolesin the economy have challenged long-

standing patterns, with little guidance for future understanding future relations.*

If this system fails, however, what then are the options for devel oping effective
economic strategies? Moving beyond problems related to the advent of interdependence
issues, three possibilities, developed by Ferguson and Mansbach are explored in this
section.** Thefirst choice includes a substantial restructuring of the state, in response to
the failure posed by the nonstate actors. The second alternative involves attempting to
restructure the entire global system with greater roles for interstate institutions. The third

possibility is one of escalating chaos due to incapacity of the system to cope.*
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Globalization of Regional Economies

The rapid growth and maturation of the multi-centric world can in good part be
traced to the extraordinary dynamics described as the postinternational order. Nonstate
actors have visceraly propelled the former British colony from a silks and tea
commercial trading post of the seventeenth century, to a*“developed country, with a
developed intellectual capability”“® in the twenty-first century. Just as“thereisanatural
affinity of some states to trade with others because of geographical propinquity or

n47

comparative advantage,””" nonstate actors in Punjab, Orissaand West Bengal are the new

structures for economic activity and international commerce. Within these regions,

nonstate actors are “distinct features of transformations.”*®

“The goal of economic activity is the optimum or efficient use of the world's
scarce resources and the maximization of world wealth.”* The postinternational
perspective concentrates on legitimate state and nonstate actors, and focuses on the
specific authority the latter carries to the liberalization process. The functioning of the
regional economies is determined primarily by considerations of efficiency.® The
economic structure has many “institutional and behavioral manifestations.”* The
reforms, rooted in the historical relationship between the potential economic power of the
national structure and the viability of its regions, begins with the assumption that the
interests and power of states acting to maximize national goals determine the structure of

international political economy.*
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Nonstate actors are a“new kind of Leviathan,” > where nonstate actors are the ‘firm' or

»n 54

key “alocator of goods and services,” > operationalizing change between nation-states, as

well asinside nation-states.>

If the System Fails

Long before the advent of modern economic interdependencies, Jean-Jacques
Rousseau’ s, Social Contract (1762), assumed a community of citizens united by a
commitment to collective good, distinct from the private interests of its members, would
improve basic infrastructure, enhance competitiveness and assure citizens of equality of
opportunity. Collective good was characterized as the general will, and it endowed the
state with absolute power over al its members.®® Taking this direction in the argument of
economic liberalization reforms and the proliferation of nonstate actors in the governing

realm, what would happen to the community, if the system fails?

In Rousseau’ s scheme of affairs, there was no distinction between the state and
nonstate actors. Collective good is the responsibility of the community.>" No one
assumes responsibility for the collective bad. The potentially tyrannical implication of a
collective bad, is not very different from the powerful debate that may soon engulf the
literature on postinternational theory if we do not consider the implication of governing
problems. If nonstate actors are governing aspects of the politico-economic system as
developed in my central hypotheses, we need to evaluate the opposing ends of economic

liberalization in this situation.
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Since this challenge is essentially the by-product of shrinking social and
geographic distances that separate peoples, it can appropriately be called an economic
interdependence issue. Ferguson and Mansbach problematize the interdependent
relationship between nonstate actors and the authority of sovereign states. The
proliferation of nonstate actors, they argue, increases the potential of postinternational
violence, which may contribute to three scenarios of the “failed states.”>® Although
readers might object that Ferguson and Mansbach’ s contribution could be used here, their
argument isreally about the role expanded upon nonstate actors. The political unit is
different, but the perspective is useful in contextualizing the challenges, which may lie
ahead within states, as we seek to better understand the dimensions of political, economic

and socia spheres of postinternational order.

Thefirst possibility if the multi-dimension postinternational structure failsisfor
the state to assume a purely utilitarian role, maintaining and trying to improve basic
infrastructure, taking back full control of the economy, and redefining jurisdictional
boundaries of state and nonstate actors. The state has the limited function of managing
the distribution of some economic resources within an environment, distributing good
and services, while protecting the right to dissent.® This proposal alters and challenges
the decentralization of the politico-economic system in that liberal makes the dubious
assumption that individuals will abandon sub-national and transnational identities.®®
Postinternational theory however, focuses on the importance of the shifting micro and

macro actors in validating the new orientations in states.
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A second option isaworld in which the most influential of nonstate actors
actively intervene to restore order of the politico-economic system. Thisis certainly not
anew proposa.** However, what is different about the context of this proposal, is that
intervention legitimated by IMF, World Bank, WTO treaties and agreements assumes
that the norms which now exist for the management of the politico-economic system will
be validated and not threaten old authority structures. According to Ferguson and
Mansbach not only the absence of institutional authority and enforcement capacity that
make it difficult to realize this option, we must also predict and consider future political

will of states to allow non-sovereign institutions to act authoritatively.®

A third scenario isthat of complete failure of the politico-economic system,
drawn from what Ferguson and Mansbach describe as a“non-territorial apocal yptic
chaos.” Because states are forced to share authority with or surrender it to other polities,
governance arrangements could lose considerable democratic potential to manage
functional entities.®® Converging on the present, failure of the politico-economic system
could shock future spheres of authority or polities that are already unconnected with
territorial space or are “out of place.” ® Notwithstanding the myths of economic
liberalization reforms, the system generally provided stability, which enabled
governance. A failure of this magnitude erodes states sharply, and may reduce the role of
one set of authorities by substituting others that enjoy and equivalent range or scope of

authority over others.®
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Conclusion

This chapter has examined how and why new authority structures are changing
the prevailing discourse on the state system and relevant power structuresin a
postinternational order. Norms associated with the state decay, at least in the short run,
and the polities that may emerge are more highly specialized than the multifunctional
leviathans that characterized Westphalian system.®® However, such a framework

represents a resurfacing of spheres of authority unconnected to territoria space.

Post-internationalism is predicated on the proliferation of state and nonstate
actors. Long-standing patterns have been replaced by a more elaborate set of economic
norms that can make the successful exercise of authority much more problematic. The
arresting realities of endogenous and exogenous forces reconceptualize the networks of
authorities and the sources of change. Indiathen, isincreasingly characterized by
horizontal identities that distinguish economic and political elites from other citizens.®’
Drawing distinctions between mass politics and elite politics, Varshney’s study helpsto
contextualize fundamental endogenousissues. Mass politics tends to be more pressing in
ademocracy like India, than elite politics, as politicians must periodically renew their
mandates, a requirement with which authoritarian governments are not routinely
burdened. However, popular consideration may be compelling in ademocracy, since it
has the capacity to mobilize and press the government against reforms, which, though
providing benefits to the masses in the end, may entail short-run costs. Paradoxically, the

relegation of reforms to a secondary political status can work to the advantage of
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reformers, for mass preoccupation with ethnic issues provides political room to push

reforms.

In sum, theory and economic logic aone cannot explain the process towards
economic liberalization reforms. Punjab, Orissa and West Bengal have overlapping
elements and concerns, norms, structures and processes, which tend to be mutually
exclusive, however this arrangement may not be enduring. Given itsorigin and scope,
economic interdependencies through economic liberalization reforms can still produce a
failed state. This magnitudinal issue is complex, and transcends the sovereign boundaries
of states. A new perspective has been added to the debates, with hypothetical’ s that may
help local government officials conceptualize the invariable challenges that may prevail

between nonstate actors at the micro level and their macro collectivities.
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Chapter 5: Punjab, Orissa and West Bengal

I ntroduction
Given the substantial role of states in economic devel opment
[liberalization], it is clear that policies and priorities, whether they relate to
stabilization and structural adjustment or to longer-term development, will
depend crucially for their realization on the political will and
administrative competence of state governments.*

The politico-economic system described above, departs from the ubiquitous
framework, which has defined the characteristics of a state-centric world, and moves
toward a new, multi-centric world, where regional economic activity is playing adecisive
rolein the liberalization process.? The reformsinitiated by the central government of
India have largely been realized with the commitment of states.®> State policies are aimed
at making effective use of the market with policies that are sensitive to changing norms,
aswell as consistent with liberal international regimes that promote economic
development. Some regions continue to compete with one another for private capital, as
well as for investments by central government.* However, the rise of the “competition
state”® have generally reduced central government subsidies and encouraged states to
invite nonstate actor investment in sectors previously reserved to the public sector to cut
their fiscal deficits. Thisdistribution of power and resources between the central and
state governments means governance is by necessity tentative, and is being accomplished

only in small increments due to the huge degree to which authority has been

decentralized at every level of the nation-state.
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The whole question of shifting governance s, as noted earlier, linked to the
changing roles within states. After independence, Indian economic policiesin the
industrial sector degenerated into an extravagant display of bureaucratic controls and
restrictions, with these means turning planning for industriaization into de facto ends.®
A shift towards more efficient policies was to become apparent in the mid-1980s, but
these changes were themselves run into difficulties, which were generated in the main by
the inefficient economic regime of the earlier formative period of planning.” Against this
backdrop, several observations should be stressed at this point concerning the move

towards liberalization.

First, very few people had anticipated that India s economy, infamous by the late
1970s and 1980s for weak central planning, oppressive regulations, and inward-looking
policies, would be transformed into aliberal orientation. Though economic arguments
against central planning had been raised and had become increasingly plausible by the
late 1970s, political recognition of the necessity of change was overall missing in India.
Prime Minister Rgjiv Gandhi at the time tried to break free of protectionism, but did not
succeed in changing India’ s economic direction decisively. Second, while reforms have
clearly been significant for infrastructural investment and public sector disinvestments,
change has not been uniform. Liberalization of investment rules for nonstate actors has
largely, lengthened the payoff structure through privatization of public sector firms® in
some states. Third, the norms for how state governments deal with the central
government have changed. Much of investment as well as budgetary support in the pre-

1991 era used to come routinely from New Delhi. Since 1991, budgetary constraints are
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no longer as soft as they used to be, and reliance on central planning for investment has
dramatically decreased. In the changed environment, states compete for private
investment. Lastly, though state governments since 1991 have demonstrated a systematic
approach towards economic reforms, afull blown, strategy for nation-wide reforms has
not been articulated in politics. India has had several parliamentary elections however no
political party, including the Congress that initiated reformsin 1991, has thrust reforms

into electoral politics asamajor issue.’

In analyzing the process of liberal economic change that has been developing
quite rapidly in the recent period and islikely to continue, it isimportant to understand
what conditions sustained the central features of the politico-economic system described
earlier. Asnoted above, one feature is the decentralized ordering of authority relations —
namely the denationalization of central governance. The other isthe behaviora pattern
of states, and the high level of state autonomy in economic affairs. First, the
decentralized ordering of authority relations in India began with the manifestation of
regionalism.’® States, realizing a concentration of economic and political power in the
central government was incongruous with addressing state economic interests, began
lobbying central government to adjust or alter rules and decision-making procedures. As
Krasner describesit, increased economic needs/capabilities changed underlying
principles and norms.* Nonstate actors were added to the fray to transform an
assortment of bureaucratic regulations and improve revenue-generating strategies that
failed to cover the costs of reforming inefficient sectors.*? The new empowered

relationship with nonstate actors, changed the behaviora pattern of states, and solidified a
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structure, which shifted conduct. Various subsidies were added and offered to nonstate
actors to sweeten the deal, thereby making investment attractive and stimulating

investments in infrastructure.*®

In practice then, the decentralization of political authority in India has beeninline
with the methodological assumptions of post-internationalism. The nation-state isthe
sovereignty-bound actor. However, nonstate collectivities or sovereignty-free actors'
have emerged both as agents and anmunition for economic change.™® Decentralization
has also given way to nonstate actors who can interpret and apply some general
international rulesto the liberalization process. Although this theory ensures a simpler
and more focused analysis, they have had two potentially troubling implications. First,
unlike the state-centric literature, analysis of sovereignty-free actors considers only
processes related to disaggregating aspects of states after major shifts. For example, how
do states grapple with the many tensions, ambiguities and contradictions to which fluid
boundaries challenge reforms?'® Second, linkages between sovereignty-free and
sovereignty-bound actor interaction have not been adequately explored after reforms, and
lack of empirical evidence means uncertainties remain about whether mechanisms found
to be relevant to the processes of the state politico-economic system are likely to shape
international onesaswell. Asaresult, it isarguable that state-centric system has not
changed. The nation-state, through territorial regionsis still only interested in
maximizing the power economy, by any means. In this sense, regional economic success
isrelative. One state' sincrease in economic capability may inevitably decrease the

capability of others states in the union. However, if liberalization is zero-sum, states only
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act to arrange nonpolitical behavior if this would enhance their relative economic

capabilitiesin the nation-state.'’

The analysis developed in this chapter proceeds in three steps. It begins with the
observation that Indiafaced a classic collective action problem after independence, and
up until the mid-1980s, when government began rethinking its economic policy and
development strategy. The national government wanted to reduce barriers to trade, and
stimulate economic performance, but there were strong temptations for individual states
to set their own agenda. Second, and hypothetically speaking, Punjab, Orissa and West
Bengal were tempted to set rules consistent with their diverse economic needs. It was
impossible for the central government to know whether the agenda they set would cover
every type of development issue that might arise in each state. Third, and as aresult, the
government had to consider decentralizing political authority, giving way to nonstate
actors who could interpret and apply international norms. The question addressed is not
whether the economic policy of investment in infrastructure and public sector
disinvestment was a good or bad strategy for the politico-economic system, but whether
the reforms would have been likely without nonstate actors. We will return the three
central hypotheses to pinpoint the framework within which nonstate actors were
prompted by the state, and the policy instruments, which were deployed to regulate this
process. The argument hereisthat nonstate actors facilitate aform of governance unique
for the realization of economic gains, and more precisely, the existing relocation of

power in states may accel erate the economic reform process.
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Since political factors have influenced nearly every area of liberalization, in some degree
or other,™ this chapter merely briefly reviews the important facets of the Indian political
scene, which had a bearing on the process of liberalization and then outlines the principal

respects in which they have done so.

After Economic |ndependence

In many respects, India’ s overall economic performance in the modern period has
been impressive, even if inadequate to its needs.'® After Independence, and in between
1951-66, economic policy with respect to the relative importance of the public and
private sectorsin industrial investments, as outlined in the first three Five-Y ear Plans,
had been directly affected by political and ideological considerations.?® In this section,
consideration is given to what resulted with government appropriating a significant share
of public sector dollars in the growth of brick industries,”* and to the detriment of core
public services. Furthermore, in view of the sizable public sector investmentsin industry,
we will take a cursory look at the policies governing this sector and determining its
efficiency.” Apart from the overall framework of bureaucratic controls, which, in the
sphere of domestic economic policy instruments, contributed to the inefficienciesin the
public sector, the next important set of inefficiencies has related to the private sector.
Between them, these inefficiencies reduced the productivity of investment in the
economy up until the mid-1980s however they have also significantly shaped attitudes
towards the 1991 reforms. The growth and industrialization of the Indian economy,
however, was promoted and regulated within a planning framework, which will now be

described in its main elements.
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The economy of Indiais based in part on planning through Five-Y ear Plans,
developed, executed and monitored by a central Planning Commission. The Plans
oversee economic transformations. There have been many precursors to the five-year
plans, for which India has used to embark on liberalization reformsin 1991.* When
economic reforms were introduced, first by Prime Minister Rgjiv Gandhi and Finance
Minister V.P. Singh, then in amore comprehensive fashion by Prime Minister Narasimha
Rao and former Finance Minister Manmohan Singh, the central government made no
special effort to explain the new economic policies to state governments.?* Bureaucratic
controls were in the hands of the central government. Liberalization policies ‘trickled
down,’ asit were, from the Prime Minister, secretariat, and the Finance Minister to the
Cabinet, from the Cabinet, to the Congress party, from the government to the opposition
parties, and from the central governments to states.”> Beyond the scarcity of information,
the general political attitudes towards liberalizing the economy were met with resistance
on two mgjor fronts. First, India s political |eaders resisted globalization on the grounds
of creating an internally protected market regulated by the central government. Second,
the trend towards openness, challenged India's political elite to choose market-oriented
change. Though the rhetoric of India’ s elite was progressive, the reality was that
expansion and exposure to the markets, along with democratic socialism, socia and

economic equality, secularism, and economic growth was thorny domestic business.?®

In what follows, | will discuss the conditions under which collective action

problems emerged in India. The collective action problem refers to the fact that rational
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self-interested states will not act to achieve the common or group interests of the union,
even if al of the states in the union bear rational self-interested concerns. Indiafaced a
classic collective action problem after Independence and up until the mid-1980s when
government began rethinking its economic policy and development strategy. The
argument hereisthat “even if they (states) acted to achieve their common interest or
objective, they will still not voluntarily act to achieve those common or group
interests.”?’ Even though al| states are assumed beneficiaries from central government
planning, it was impossible to achieve a preferred state economic policy outcome. The
collective action problem arises from a phenomenon called freeriding. Freeriding
describes situations in which the central government relies on states to bear the costs of a
program from which few states derive benefits.®® Collective action problems are amajor
component of explanationsin India, particularly in literature considering distributional
effects, and indeed the costs or disturbances that internal redistributions may bring.?®
This section helps us to answer questions raised in the introduction of this study: would
states govern differently across regions than they would if they were just pursuing

national interest in anarrowly utilitarian sense?

Chandigarh, Punjab®
“With great effort, and many sacrifices we got this freedom. We broke the
shackles, chains of subjugation. Now tell the government, don’t mortgage
my land again.”**
Punjabi poet, Sant Aram Udas’ s meditative chant (above) provides an apt
metaphor for examining the context for collective action problem, especialy from the

perspective of states. To begin, subjugation for Udasi is the marginal economic benefits

from national economic policies.® As an aggregate, Punjab statistics are very impressive
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when compared with al-India averages today, but long before the reforms, benefits have
not been uniform throughout the state.** For Udasi and others what was needed for
Punjab was a political faction, which would construct economic alliances to protect,
advance or achieve policy outcomes in the interests of the state. According to Vandana
Shiva, policies supporting the Green Revolution have contributed to local conflicts, for
example. The distant central government, have disillusioned the local farming
community,* with policies that promote ecological scarcity not sustainable devel opment,
she writes. “It offers quick fixes for social and political problems, but delinksitself from
thereal social and political problemsit creates. Reflecting the priorities and perceptions
of particular class, gender, or cultural interest, new age scientific thought organizes and

transforms social order.”*®

Another important regional consideration for understanding state interestsin India
isthe role played by domestic policy instruments in economic performance. The Punjab
Alienation of land Act (1900) that came into force on June 8, 1901 enshrined and
institutionalized the strictures encircling land ownership in the state. The Act placed
restrictions on the disposal of agricultural land,*® and in so doing, identified on adistrict
basis each grouping as agriculturalist or non-agriculturalist. Acquisition of land by non-
agriculturalists had to be prevented, according to the government, so that it could
maintain the support of the agricultural groups. Otherwise, there would be a*serious

1y 37

political danger.’”" Society consequently, was not defined simply as those who lived in a
rural or urban setting, but as particular social groups so classified by the government. An

earlier example of such a policy occurred in 1866 when higher school fees were assessed
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on the sons of non-agriculturalists, ‘the first recognition of the necessity of encouraging

the education of the peasantry.’®

Punjabi state economic policies have consistently targeted and benefited the
exclusive agricultural sector.®* By the time of the Land Alienation Act of 1900, a
structural transformation in the nature of agricultural production had already been in
progress. Theissue was seen as ‘ prosperity and loyalty,” to use the language of the Paul
Wallace, in contrast to what contemporary social scientists would be more inclined to
emphasize as resource development and regime legitimacy. During colonialism, Wallace
points out Punjab did not have amajor perennial canal. However, by the end of the
nineteenth century, ‘al major Punjab Rivers were harnessed for bringing water to their
respective doabs, *° land reclamation was underway, rural mobility to canal areas
improved, and economic and socia development was generally or at least symbolically
moving upward.* These political factors have broadly affected the governance in two
ways. First, agriculturalist are conceived broadly as an exclusive economic class
reinforced by conscious political targeting, in this case, irrespective of whether the
individuals involved lived in rural areas.** Second, in terms of efforts to organize
economic interests, the wealthier members of the society of a class essentially lead

Punjab landowners,* which create distributional consequencesin domestic politics.

Bhubaneswar, Orissa**
Economic policy in Orissa has been an odd mix of pro-poor and poverty inducing

elements, possibly reflecting the various complexities of development in India. At the
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macro level, centrally sponsored schemes prompted the state to devote scarce resources
for poverty aleviation. However the same scarce funds had to be equally appropriated
towards health, education, agriculture etc.”® For Orissan's benefits are all at once
concentrated as costs are distributed.*® This financial insecurity created a collective
action problem, for the state found it costlier to mobilize key sectors of the economy from
the center, New Delhi. The fundamental issue is that economic policy outcomes are
probabilistic. The state cannot realize benefits from centralized planning, and sees their
efforts asinsignificant to the local political outcome, which sees their contribution asa
non-negligible impact on the likelihood that a central policy will be enacted in their

favor, and therefore will make their contribution to the state.*’

After Independence, the Orissan economy was pegged to indigenous enterprises.*®
Central government did all the planning. The problem was not economic policy per se
but the environmentally destructive character of national legislation on widespread
alienation of communities due to acquisition of land for development and industrial
projects.*® For Orissa, there were really two interactive problems of organizing or taking
collective action agenda from the center to protect measures, which benefit a small
number of people. First, there was no fundamental contradiction between economic
growth and sustainability. For central government, growth in economic activity may
occur simultaneously with either an improvement or deterioration in environmental
quality.®® The second argument is that poverty in Orissa has largely been responsible for
environmental degradation, and removal of poverty was deemed necessary for

sustainability. As Sharachandra Lélé argues, if central planning by itself leads to neither
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environmental sustainability nor removal of poverty, it is clearly a“non-objective’ for

sustainable economic development® in Orissa.

At thelocal level, it was difficult to implement central policy. Considering the
problem as one purely of collective action, local government officials could not advance
central government schemes designed for revenue generation. In other words the
expected benefit of central government planning disadvantaged groups and concentrated
poverty in certain districts. Asaconstruct however, Ktting argues that perhaps the
negative socio-economic experiences may be the intrinsic forces, which complement
economic processes.”” She argues that the nature and many form of capitalism are
socialy informed. While the economic literature concentrates on anal yzing factor-based
approaches to political coalitions, what may be driving progress, may be the variable of
socia relations, which is anatural extension of ahierarchical structure, rather than a

social force or activity in its own right.>

Kolkata, West Bengal>*

Aside from the usual opportunistic reasons and leadership conflicts that have
contributed to or been dominant factors in revolutionary movementsin India, two central
themes have influenced the economic policy and devel opment strategies of West
Bengal.® First, economic performance, after independence, fell into the national trap of
“excessively detailed, physical-targets-oriented planning.”*® According to Bhagwati and
Desal, the ‘ pre-take-off’ problems of independence are largely associated with economic

development strategies, which were outside the traditional economic framework. States
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had neither agent (entrepreneurs in the private or public sector) to make rational decisions
from among central projects, or to respond to aframework of ‘correct’ economic policies,
nor were there the facts to make choices from.>” This single principle can be said to have

created West Bengal’ s political splintering off from the center.

A second issue, which aso piggybacks on the political splintering of the state,
concerns the place of agrarian reform and reorganization within the overall economic
development strategy of West Bengal.*® Contrary to the proclaim goal of al post-
Independence land reform legislation, both the number and proportion of marginal
landholdings were principally targeted towards elites. Because of the elite influence of
members of the Communist (Marxist) movement, there were moderately effective
measures of agrarian reform to benefit to the poor farmers and agricultural |aborers.
Rather than bringing to power new political leaders representing societal interests that
could gain from rapid political and economic reform, elections merely allowed the
communist party elite to consolidate its power under new institutional framework.”® The
industry-agriculture policy in effect had no firm establishment. Instead, planning became
aprocess of competition, and struggles over resources, goals and strategies and patronage
without an overall design, a piece of patchwork rather a coherent structure. In that

process, investments have lagged behind.®

The incentive to free ride on the contribution of others has made collective action
in pursuit of acommon goal very easy in West Bengal.** The Communist party

devel oped considerable economic and political strength. Lack of clear differentiation
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among India’s rural classes combined with the continued economic-political
predominance at the local level of the elite and middle class landed caste has led most
Left parties to peruse multi-class strategies rather than focusing solely on the poor
peasantry and the landless.®?> Asthe drive to centralize political power in New Delhi
intensified, the political support for economic policy declined as West Bengal made it
impossible to transfer sufficient land to the rural poor to turn measurable numbers of

them into ‘ economically viable' cultivators.®®

Addressing State Economic I nterests

The justification then for decentralization from central allocation of resources was
that it would promote equity among the regions and ensure the least devel oped states
would not be left behind. The policy also rested on the notion that central allocations
were messy, and unnecessary for maintaining a balance of economic power among the
states, or providing legitimacy to the central government.** This section examines the
move towards prioritizing state agendas. Critics of this framework may point to the
inefficiencies. Supporterswill point to India’ s success at keeping the country intact,

when so many other multiethnic countries are threatened with dissolution.®

To begin, anong the orientations that link actorsto their environment, authority,
legitimacy of leaders and the loyalty of members are especially important. Authority,
derived from such sources as cultural traditions, constitutional documents, religious
precepts, and the way in which individuals respond to local government officials

exercising authority, is the source of official action.® Ordinarily, acts of authority
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however, are clothed in some degree of claimed legitimacy.®” These theoretical
sentiments hold true for India, where the legitimate issue of addressing economic
interests of states, asit were, aggregated around the call for redrawing the political map
of India so that the major linguistic groups could be consolidated into sovereign states of
their own. Language became the source of official authoritative action.*® The demands,
initially resisted by the central government for fear the politics engendered by the
linguistic movement threatened secession, were accepted as less dangerous than resisting
the demand. However, the reorganization of states proved to be a political pilot for
prioritizing loyalties. Once the central government acquiesced, local government
officials quickly called for the restructuring of economic decision-making powers as

well.®

Throughout Punjab, Orissa and West Bengal, disenfranchised locals clothed their
claims around a set of policies, which turned against central authority.” To weaken
regional demands, the central government embarked on a series of economic policiesto
increase the regulatory powers of New Delhi, including tightening controls over foreign
exchange, nationalizing banks, abolishing privy purses and privileges of the former
princes, imposing restrictions on economic expansion of large corporations and banning
corporate financing of political parties.”> These measures weakened the financial ties
between the private and public sector in states. However, the legitimacy of leaders and
the loyalty of members became especially important as state governments, worked to

remove barriers and provide incentives to the expansion of private industries.”
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The balance of power shifted after these events and the center began showing
signs of fraying with the parliamentary elections of 1967, and state assembly electionsin
1969. Under stable conditions, it would not have been difficult to know which
collectivity commanded the highest loyalty and where the others fit in an order of priority
when two or more pull in different directions.” Weak central authority and
decentralization of legal functions however, eventually fragmented power. The center
could not rule without the states, and though the government prevented open opposition,

the politico-economic system had become too disorderly.”

Returning now to the impact of the decentralizing as well as centralizing dynamics on
traditional authority relations, the argument will be advanced that such turbulence

transformed the legitimacy sentimentsin India, especially after the reforms.”

Decentralizing Political Authority

Having conceptualized the political factors that influenced liberalization, in some
form or other, this section now move beyond the simple assertion those profound
transformations occurred, to narrowing the systematic parameters which have rendered
the governing arenainto the hands of nonstate actors. Among the domestic causes for
this shift, two are particularly relevant: the roles of nonstate actors and the authority

structure they have created.

Asearly asthe Third Plan, nonstate actor’ s investment represented economic

political contradiction for India’ s gradualist approach. Nonstate actors had the means to
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invest and change the efficiency of whole range of industries, but nationalist sentiments
and protectionist policiesignored the realities of comparative advantage and pushed
forward high barriers.”® The powerful domestic pressures that resulted in extensive
protectionist legislation during the earlier period simply do not exist today.”” The
expansion of economic interdependence, as evidenced by postinternationa order, means
state and nonstate actors must collaborate in structural arrangements that preserve the

larger context.

The role of nonstate actors has been a prime stimulus for investment in
infrastructure and public sector disinvestments. According to the Ministry of Finance
Annua Report for 2007-08, nonstate actor’ s investments have generated growth of nearly
6 percent in core economic sectors.” A study published in Economic and Policy Weekly,
January 7, 2006, indicates that overall, in this period there was a significant decrease for
most states in public health expenditure. State expenses decreased in between 1990-96,
but increased slightly during the period 1996-2002 for all states except Uttar Pradesh and
Assam.” The same study shows that in almost all states, public health expenditure as per
cent of gross state domestic product has not increased much during the past decade.
During the period 1994-2002, healthcare expenditure as a percentage of gross state
domestic products shows adeclining trend. Between 1990-96, all states public health
expenditure as a percentage of gross state domestic products also decreased, among
which Orissa, Punjab and West Bengal are exceptions. This shows that government
priority for healthcare expenditure is decreasing over the yearsin all the states since the

liberalization reforms.®°
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As one astute observer put it:
“The fact that some states are growing faster than others does not mean the
instruments of fiscal federalism are opportunities for the lagging states to
accelerate their growth aswell. The fact that some regions are not prospering
implies the need for strategies for these regions. The fact that some people might
be prospering more than others does not suggest limiting opportunities to those,
but rather aggressively expanding the equality of opportunity for all to access
labor markets, assets, and product markets on fair terms and to expand the
equality of opportunity for investing in health, nutrition, and education of the next
generation.”®
A second important feature of the complexity has been the profound
transformation of authority relations, originally reset by state leaders in attempting to
address local economic interests, and then reset by nonstate actors, who needed | egitimate
compliance to realize state objectives.®? This bifurcated conception of authority runs
counter to the prevailing analytical mode, which presumes that, over time, the state-
centric system either subsumesto it or fragments or collapses as the rival alternatives

cometo prevail .2

Authority created by legitimacy, lendsitself easily to hierarchical
relationships because it is anatural expression or next step when legitimacy-induced
authority is present. States are willing to relent some of their authority becauseit is

actually in their best economic interest.?* States also benefit from the power, authority

and influence of nonstate actors.

How efficient has been the decentralization of political authority to the economic
liberalization reforms? This question has become critically relevant to India’ s economic
performance and in view of the prospects of continuing investment in the future. Fifty
years ago, local government officials had two major sources of worry: (1) the gross

economic inefficiencies of the public sector, as reflected in its productivity; and (2) the
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growing infiltration of nonstate actors in making the prospects of improved public sector
productivity seem even more remote.®*® Today, scholars portend the need for state and
nonstate actors that together concentrate on authority and facilitate collective action in an
ever-increasing bifurcated world:
“The foreseeable futureis likely to be one in which nation-states survive, limping
along, buffeted by the internal and external forces that drive the norms, habits and
practices relevant to their capacities for cooperation to the brink of
transformation, and yet managing to sustain their essential structures and
undertake collective action legitimately.”
Therole of nonstate actors and the changing authority relations they created have
contributed to the success of the liberalized arrangement.®” The decentralization of
political authority has not only increased the scope and authority of nonstate actors, but
has also been a source of widening the economic competence of states.®® It is difficult for
the central government to now capture national priorities and reduce regional disparities,

however, the processisin place, and new authorities have a“legal basis’ for their

conduct and the maintenance of its hierarchical structures.®®

Conclusion

In conclusion, this chapter has provided a functional analysis of the role of
nonstate actorsin national aswell as state economic policy. The distribution of power
between the center and states is in fact the cornerstone of India' s reforms, and clearly
characterize the process towards liberalization. State polities, as we have seen, are being
drawn in two directions. However, the centralizing and decentralizing tendencies, as
described by post-internationalist, begins to paint a more realistic picture of the

liberalization process, highlighting potential aignments and economic cleavages.*™
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Nonstate actors, in practice legitimate aspects of the governing structure with new rules
of governance, strategic alliances, and other viable arrangements through which issues
can be contested and managed. However, nonstate actor powers do not necessarily
threaten the polity, but rather adds a new resource that the nation-state can draw upon to

produce alocal social order and, in turn, authority.™

Three important findings emerge from thisanalysis. First, after Independence,
collective action problems have become a major component of explanationsin India,
particularly in literature considering distributional effects, and indeed the costs or
disturbances that internal redistributions may bring.*> Second, states decisively achieved
their goal of resetting the politico-economic system, by pushing forward legidlation that
would loosen central government fiscal controls, and support strategies, which engaged
their diverse economic needs. Third, the decentralization of political authority has been a
crucia factor in determining the economic governing arrangements in liberalized India.
The argument is that a reform strategy based on decentralized planning neither could not
have emerged in the mid-1980s nor would it have been likely in 1991, without nonstate
actors. Because states had, and continue to have divergent preferences, nonstate actors

facilitate aform of governance unique for the realization of economic gains.

Although virtually all statesin India are moving in the same direction, they are
not pursuing identical policies, and ultimately economic strategies are not likely to be the
same. Asdiscussed in this chapter, different states started the process at different points,

and their movements, even in the same general direction interacts with particular events,
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historical aswell as socio-cultural and development experiences.®® This direction has

possible implications for governance of the politico-economic system.

The economic liberalization process has in some fundamenta ways shifted the balance of
power between the states and the central government. Astherole of the central declines
as a source of public investment, state governments must now look not to New Delhi, but
to nonstate actors for investment. | will return to the implication of this shift in chapter

seven.
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Chapter 6: Study Results

I ntroduction

The results of this study provide insight into the relationship, between an
economic reform policy of denationalized planning and a reorientation of the roles of
nonstate actorsin transforming the orientation of domestic authority relations within
states. A governance assessment survey was conducted on the role of nonstate actorsin
the health sector of the economy. Using this survey, a suggestion is made on how to
proceed for amore systematic analysis of regional governance across India. Probing
postinternational explanations, this chapter returns to the question of the significance of
strategic nonstate actor alliances, and illuminates the profound shiftsin politico-economic
governance. Postinternational theory is used to examine how the formal arrangements of
economic liberalization reforms aggregate or disaggregate relations that have been

devel oping between actors in terms of governing states.

This chapter examines the overall regional differences in the politico-economic
orientation of Punjab, Orissaand West Bengal, and assesses the perceived behavior of
nonstate actorsin governance after reforms. The analysis proceeds in three steps. First,
an empirical reconceptualization of how we may begin to address questions over long-
standing structures of authority weakening is undertaken; second, consideration is given
to how national loyalties are being redirected; and third, an examination of why

subgroups may become more powerful isundertaken. The important question isthe
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extent to which decentralized planning, or the manner in which liberalization unfolds

affect governance under circumstances that are otherwise similar.

Comparative datais used to evaluate the conditions under which nonstate actors
govern aspects of the political economy. Recognizing that an exploratory investigation
such as this one will at best provide preliminary evidence, considerable uncertainty
surrounds the fieldwork. A key problem isthat no scholarship exists on thisissue, and
the role of nonstate actors have never been linked to the governing structure of liberalized
states in this context. A scholar must interpret perceptions of governance, reflecting
subjective attempts to create meaning in the discourse. Thus, descriptions of perceptions

require inferences, which need, insofar as possible to be empirically assessed.

The evidence offered hereisimperfect. First, the point of view isindeterminate
because the assessments are not representative of the region asit is a convenience
sample. Datafor this study is drawn from national and sub-national sources, and
intensive fieldwork conducted in three state capitals, and completed December 2008.
Repeated visits were made to numerous state and nonstate actors in urban and rural
districts. One hundred twenty-four surveys and interviews were completed, focusing on
similarly placed officials and across three diverse states. In addition, national-level data
collected was from archivesin the capital, New Delhi. Second, the empirical work is not
sufficiently extensive to provide alarge number of similar cases against which to

evaluate postinternational theory. All that isto be expected at this stage is a framework
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to begin evaluating the plausibility that nonstate actors matter for the economic

governance of liberalized states.

Case Selection

Indiais experiencing liberalization, the process of which is being determined
largely by regiona states and nonstate actors. The long-standing structures of authority
have weakened, and states, in collaboration with nonstate actors have reoriented domestic
authority relations. Variation in governance patterns has emerged across Indiain
response to the systemic utility functions of nonstate actors.> Nonstate actors increased in
importance as they have had consistent, ordered preferences, calculated costs and benefits
of an alternative course of action.? In the section below, | argue that the states selected
for this analysis have indeed changed long-standing patterns; and, in acritical and

interrelated respect, have had significant impact.

To begin, the Indian census is considered the most accurate mirror of socio-
economic, cultural factors operating at a given point of time,> however, it has only
provided traditional demographic data by gender on various socio-cultural, and economic
and aspects. The census gives insights into the existing imbalance in the society between
men and women and between different groups vital for policy and planning, but not
evidence on the political and economic orientations that have been transforming authority
relations among actors within and between states. According to the Office of the
Registrar General and Census Commission, the censusis the only source in India that

provides the basic counts of males and females right up to the village level for the rural
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areas and the ward level for the urban areas-lowest administrative unit. However, the
economic liberalization reforms of 1991 by necessity moved the policy and planning
framework from unit-level to systemic level. Asdiscussed earlier, analyzing state
behavior from inside out alone leads observers to ignore the context of action and the
pressure exerted on al states by the competition among them.* Practices such as seeking
to balance the power of potential adversaries may be accounted for based on distinctive
characteristics of the government in question when they could be explained more

satisfactorily based on enduring features of the political economy.

The governance assessment surveys administrated in Punjab, Orissa and West
Bengal examine the underlying tendencies towards decentralization, intermittent patterns
of reforms, and the role of nonstate actors. In each state, sovereignty-free and
sovereignty-bound actors coexist to varying economic ends, and each state provides a
distinct perspective. The demographic data collected is avital aspect of the survey
component, as it summarizes the background of each individual in the survey, aswell as
present evidence on the overall regional differences in responses to how governance meet
the needs of aterritorially divided politico-economic systems, and this divide may be

reconciled with liberalization.

Administrative map of India, below, show divisions of states and union territories.
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Summary Statistics and Exploratory Data Analysis

The postinternational argument developed earlier, suggests a strong two level

logic in the relationship between micro and macro actors in the politico-economic
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system. Here, the political rules for engagement in aliberalized economy are linked, in

essence, to the strategic economic compulsions and alliances of nonstate actors who since

1991 have been organizing territorially specific sectors of the political economy. This

intercourse of ideas, principles, norms, rules, procedures and processes fits into broader

patterns described in my three central hypotheses: if an authority structure has resources

to operate, then they can build legitimate consensus; if an authority structure reflects local
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and regional characteristics, then they will manage issue areas more effectively; if society
is open, then an authority structure will have impact on local prosperity and quality of
life. It ishere nonstate actors liberate the traditional state structure, as they become
increasingly involved in authoritative decision-making:
Accordingly, although states may not be about to exit from the political stage, and
they may even continue to occupy the center of the stage, they do seem likely to
become increasingly vulnerable and impotent. In addition, as such, as ineffective
managers of their own affairs, they will serve as stimuli to turbulence in world
politics. Their difficultiesin responding to local and global challenges will
prompt more autonomy in the multi-centric world as more skillful citizens

demand more effective performances from their leaders and thus further weaken
the capacity of states to respond to problems.®

Put simply, the choices, behavior and solutions of nonstate actors, for example, depends
on national economic policy, the political organization of states, and the characteristics of
macro-collectivities. Geographically ordered economic governance has important
implications for cooperation, and these new strategic alliances must be understood in the
light of attempts made by nonstate actors to cope with the complexity and the
interrelatedness of different fields and their wider efforts to gain time and reduce
uncertainty in joint undertakings during a period of turbulence.” The potential
importance of this shift is even greater in the context of the restructuring of loyalties, as

Rosenau makes clear:

Thisisnot to say that traditional national loyalties are being widely abandoned.
Plainly, such attachments do not suddenly collapse. Rather, it isonly to take note
of subtle processes whereby what was once well established and beyond question
is now problematic and undergoing change. Even more relevant, it seems
reasonabl e to presume that the diminished competence of states to act decisively,
combined with the processes of loyalty transformation, serves as a significant
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source of the dynamics that are rendering more complex each of the three prime
parameters of world politics. Clearly, the viability of the multi-centric world, the
persistence of authority crises, and the analytic skills of individuals are al
intensified the more the capabilities of states decline and the more the loyalties of
citizens become problematic.®

If then, the authority of nonstate actor’ s legitimate structures, which affect
strategies, embedded in the internationa political economy, it isimportant to ask: how do
they do thisin thefirst place? As Rosenau emphasizes, their viability is contingent upon
the turbulence in world politics. Their capacity for adapting to change has been
constricted by the inadequacy of resources for accomplishing all they might want to and
by an increasing dependence on favorable circumstances abroad and the cooperation of
foreign actors.” In effect, the liberalization of national economies lessens the capacity of
states to govern effectively,’® but it isin such situations that nonstate actors play an
important role in governing aspects of the politico-economic system. In the absence of
state resources, nonstate actors reconstruct whole range of mechanisms, and by making,
them known to local government officials arrive at a common understanding of the
problem and of aviable solution. Failure to accept these terms limit access to important
strategic aliances. The main role of the nonstate actor in liberalized countries would thus

be to enhance the competence of the states.™

The evidence can now be used to assess the extent to which the pattern of

authority allows nonstate actor participation in governance.*
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Below | present the vicariate cross tabulations. Overall, fourteen of the twenty-eight

survey questions are statistically significant, which is summarized in Table 1.

Legitimacy and Voice (Questions 1 through 5)
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0%

Legitimacy & \Voice:

Question 1: To what extent do citizens enjoy freedom of association?

~

= High
B Moderate

N Low

Punjab WB

Orissa

Figure 1: Legitimacy and VVoice, Question 1

Sample population (n) = 93
Chi-square = 21.1288
P-value = 2.00E-04
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Legitimacy & \oice:

Question 2: To what extent is society free from discrimination
according to race, ethnicity, gender and religion?
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Figure 2: Legitimacy and Voice, Question 2

Sample population (n) = 93
Chi-square = 11.0845
P-value = 0.0181




154

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

Legitimacy & \oice:

Question 3: To what extent do citizens have freedom of expression

and access to the media?
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Figure 3: Legitimacy and Voice, Question 3

Sample population (n) = 93

Chi-square = 5.8205
P-value = 0.2186
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Legitimacy & \oice:

Question 4: To what extent does the state have adequate resources to
govern key issue areas?
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Figure 4: Legitimacy and Voice, Question 4

Sample population (n) = 93
Chi-square = 3.5882

P-value =

0.4757



156

Legitimacy & \oice:
Question 5: To what extent is policy oriented towards public
consensus?
100% /
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Figure 5: Legitimacy and Voice, Question 5

Sample population (n) = 93
Chi-square = 13.3973
P-value = 0.0078
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Accountability & Fairness:
Question 1: To what extent are nonstate actors accoutable for
decisions and actions?
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Figure 6: Accountability and Fairness, Question 1

Sample population (n) = 93
Chi-square = 13.1662
P-value = 0.0099
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Accountability & Fairness:
Question 2: To what extent is the decision making process of nonstate

actors transparent to the public?
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Figure 7: Accountability and Fairness, Question 2

Sample population (n) = 93
Chi-square = 8.6109
P-value = 0.0719
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Accountability & Fairness:
Question 3: To what extent are states open to nonstate actor activity?
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Figure 8: Accountability and Fairness, Question 3

Sample population (n) = 93
Chi-sguare = 2.8011
P-value = 0.612
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Accountability & Fairness:
Question 4: To what extent are strategic plans and public reports
issued after nonstate actors leave the state or country?
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Figure 9: Accountability and Fairness, Question 4

Sample population (n) = 93
Chi-square = 16.4327
P-value = 0.0023
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Accountability & Fairness:
Question 5: How important are nonstate actors to financing public

health services?
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Figure 10: Accountability and Fairness, Question 5

Sample population (n) = 93

Chi-square = 7.3591
P-value = 0.1205
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Accountability & Fairness:

Question 6: To what extent isimproved access to public health
services attributed to nonstate actors?
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Figure 11: Accountability and Fairness, Question 6

Sample population (n) = 93
Chi-square = 10.4652
P-value = 0.0329
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Accountability & Fairness:
Question 7: How well are nonstate actors regulating health, and
curbing exploitation of the sick and poor?
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Figure 12: Accountability and Fairness, Question 7

Sample population (n) = 93
Chi-square = 1.9044
P-value = 0.7582



164

Accountability & Fairness:
Question 8: Arethe norms, rules and procedures of nonstate actors
incorporated into national health practices?
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Figure 13: Accountability and Fairness, Question 8

Sample population (n) = 93
Chi-square = 7.0296
P-value=0.1372
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Accountability & Fairness:
Question 9: To what extent are there processesin place for resolution of
problems raised by nonstate actors?
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Figure 14: Accountability and Fairness, Question 9

Sample population (n) = 93

Chi-square = 9.7515
P-value = 0.0441
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Accountability & Fairness:
Question 10: To what extent are nonstate actors fully accountability for their

actions?
100% /
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Figure 15: Accountability and Fairness, Question 10

Sample population (n) = 93
Chi-square = 8.951
P-value = 0.0628
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Accountability & Fairness:
Question 11: Do nonstate actors receive special treatment while working in

your state?
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Figure 16: Accountability and Fairness, Question 11

Sample population (n) = 93
Chi-square = 1.0739
P-value = 0.9027
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Accountability & Fairness:

Question 12: To what extent are nonstate actors free from corrpution?
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Figure 17: Accountability and Fairness, Question 12

Sample population (n) = 93
Chi-square = 18.0702
P-value = 9.00E-04
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Accountability & Fairness:
Question 13: How openly does government act to include policy
recommendations of nonstate actorsinto health strategies?
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Figure 18: Accountability and Fairness, Question 13

Sample population (n) = 93
Chi-square = 9.2995
P-value = 0.0554
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Direction and Performance (Questions 1 through 10)

Direction & Performance:
Question 1: To what extent do nonstate actors have an input into the

making of policy?
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Figure 19: Direction & Performance, Question 1

Sample population (n) = 93
Chi-sguare = 7.0224
P-value = 0.137
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Direction & Performance:
Question 2: To what extent do nonstate actors accepts their
subordination to government?
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Figure 20: Direction & Performance, Question 2

Sample population (n) = 93
Chi-sguare = 14.224
P-value = 0.0058
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Direction & Performance:
Question 3: To what extent do nonstate actors provide accurate
information to the public?
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Figure 21: Direction & Performance, Question 3

Sample population (n) = 93
Chi-square = 5.5821

P-value =

0.2413
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Direction & Performance:
Question 4: To what extent are nonstate actors promoting an adequate

standard of living for all citizens?
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Figure 22: Direction & Performance, Question 4

Sample population (n) = 93
Chi-square = 6.0755
P-value=0.197
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Direction & Performance:
Question 5: To what extent does policy-making fairly reflect public
preferences on key issue areas?
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Figure 23: Direction & Performance, Question 5

Sample population (n) = 93

Chi-sguare = 3.463
P-value = 0.4959
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Direction & Performance:
Question 6: To what extent does the state consider the performance of
nonstate actors in decision-making process?
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Figure 24: Direction & Performance, Question 6

Sample population (n) = 93
Chi-square = 3.4643
P-value = 0.4939
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Direction & Performance:
Question 7: To what extent do nonstate actors provide accurrate and
objective public health services to the public?
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Figure 25: Direction & Performance, Question 7

Sample population (n) = 93
Chi-square = 5.8073
P-value = 0.4461
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Direction & Performance:
Question 8: To what extent are nonstate actors able to shape the
policy-making process?
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Figure 26: Direction & Performance, Question 8

Sample population (n) = 93
Chi-square = 13.5655
P-value = 0.008
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Direction & Performance:
Question 9: To what extent do nonstate actors provide improved or
equal access to health care services to citizens?
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Figure 27: Direction & Performance, Question 9

Sample population (n) = 93
Chi-square = 15.2351
P-value = 0.0036
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Direction & Performance:
Question 10: To what extent are nonstate actors respectful of citizens,
government, society and social norms?
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Figure 28: Direction & Performance, Question 10

Sample population (n) = 93
Chi-square = 1.639
P-value = 0.8025
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Analysis of Indian Governance Survey

This section reports on the survey findings. Returning to the central argument,
the survey examines the validity of the hypotheses by assessing six dimensions of
governance, checking and asking questions about perceptions in the legitimacy and voice,
accountability and fairness and direction and performance of nonstate actors in one sector
of the economy, and after reforms. These indicators are based on disaggregated
individual variables measuring various dimensions of governance, taken from numerous
data sources provided by three different organizations.*® The main consideration hereis
whether the strategic alliances formed by nonstate actors have become more powerful, to
which the data reflect respondent’ s perception on national public governance since 1991.
This point of comparison allows the three central hypotheses to be tested and
comparative evidence brought forth to evaluate the conditions under which nonstate
actors govern aspects of the political economy.** In the main questions on legitimacy and
voice, were asked to assess the extent to which citizens are able to participate in selecting
their government, as well as freedom of expression, freedom of association, and afree
media. Second, questions on accountability and fairness combined, makes an assessment
of the quality of health services, the quality of state actors, the quality of the formulation
and implementation, and the credibility of nonstate actors commitment to health. Third,
guestions on direction and performance assess the ability of state and nonstate actors to
formulate and implement sound policies and regulations that permit and promote private

sector devel opment.
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Overall Regional Differences

The chi-square test of independence was conducted to assess overall regional
differencesin responses. Responses to the three categories of questions tested the
significance of the hypotheses. To calculate the probability that there is arelationship
between the two variables in the sample, | adopted by convention, what researchers
regard a probability of .05 (i.e., 1 in 20) or smaller as reasonable probability for
determining statistical significance.™® According to Fox, “if the probability of getting an
observed relationship in sample datais .05 or less, and yet we observe the relationship,
we feel reasonably confident that the relationship ‘realy’ exists and is not due merely to
chance.”*® The chi-square testing procedure was sel ected based on the characteristics of

the data.

The chart below summarizes the results of the analysis.



Table 1: Overall Regional Differences

Question (s)
L1
L2
L3
L4
L5
Al
A2
A3
A4
A5
A6
A7
A8
A9
A10
All
Al2
Al3
D1
D2
D3
D4
D5
D6
D7
D8
D9
D10

*=P<.10
** =pP<.05
*** = pP< 01

Chi-Square
21.1288
11.8045
5.8205
3.5882
13.3973
13.1662
8.6109
2.8011
16.4327
7.3501
10.4652
1.9044
7.029
9.7515
8.951
1.0739
18.0702
9.2995
7.0224
14.244
5.5821
6.0755
3.463
3.4643
5.8073
13.5655
15.2351
1.639

P-Value
0.0002
0.0181
0.2186
0.4757
0.0078
0.0099
0.0719
0.612
0.0023
0.1205
0.0329
0.7582
0.1372
0.0441
0.0628
0.9027
0.0009
0.0554
0.137
0.0058
0.2413
0.197
0.4959
0.4939
0.4461
0.008
0.0036
0.8025

State
Punjab
Orissa

Orissa
West Bengal
West Bengal
West Bengal
Punjab
Punjab
West Bengal

West Bengal
Punjab

Punjab

Punjab
Punjab
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Significance (High)

*k*k

**

*k*k

*k*k

*k*k

**

**

*k*k

* %%

*k*k

* %%

L=Category 1 questions: Legitimacy and Voice, A= Category 2 questions. Accountability and Fairness, D=

Category 3 questions. Direction and Performance

The chi-sguare statistics measures the difference between the observed and the

expected cell counts. Because | used the Monte Carlo method, the p-values are the

proportion where the simulated chi-square is more extreme than the observed value. For
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each p-value cal culated, 500,000 tables were simulated, which means for each time |

tested a hypothesis, | sampled 500,000 tables, which had the same marginal structures.

The questions assess the extent to which there are differences in responses across
the threeregions. A substantial number depart from the model of independence, meaning
14 of the 28 questions yielded significance, suggesting respondents answered the
guestions differently in each of the regions. Monte Carlo randomization is one way to
guantitatively evaluate observed data and test statistics. P-values are calculated by
comparing the observed statistic to the referenced distribution. The chi-square test was
conducted, but rather than use the traditional asymptotic null distribution we used Monte
Carlo to calculate the p-value. Put smply, | used the chi-test but used Monte Carlo to

calculate the p-value for the chi-square test.

The answers to the three sets of questions tended to vary across the three states
with regards to responses to questions on legitimacy and voice, accountability and
fairness, and direction and performance. Table 1 above represents the extent to which the
regiona differencesin responses could be assessed as having significance at p < .01, .05,
or .01. Questions on legitimacy and voice had the highest responses from participantsin
Orissa, in two of the three questions with significance. For questions on accountability
and fairness, the highest responses tended to come from West Bengal. In five of the eight
guestions indicating significance, the p-values are (A1), (A4), (A12); (A6), (A9); and

(A2), (A10), (A13). For questions on direction and performance, the highest responses
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are from Punjab. The p-values are strong in response to three questions (D2), (D8), and

(D9).

The datafinding and analysis given hereis significant for two reasons. First, it
develops alink between my three hypotheses and the central argument developed in this
study: nonstate actors have been governing aspects of the political economy since the
liberalization reformsin 1991. In thefirst instance, | hypothesized that if nonstate actors
had the resources to operate then they could build legitimate consensus. The high
responses to, and significance of responses from survey participantsin Orissa, to
guestions on legitimacy and voice, proposes a more significant relationship may indeed
exist between the type of nonstate actors earlier described (See Chapter 2 for discussion
on types of nonstate actors in Orissa, namely, international financial and development
agencies), and the extent to which they gain legitimate consensus/no consensus. Orissa's
willingness to engage nonstate actors may also in fact be areflection of the need for the
type of infrastructural development these types of agencies support. For example,
development agency commitments to projects in power system improvements, poverty
initiatives, water supply and sanitation, Orissa State Road Project or Orissa Rura
Livelihoods Project may be indicative of the wide array of infrastructural needs required
to improve investments in education, health, public administration, financial and private

sector development, agriculture, environmental and natural resources management.

In the second instance, the hypothesis devel oped underscores the importance of

nonstate actorsin reflecting local and regional characteristics. The highest responsesto
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guestions on accountability and fairness are found in West Bengal, where the political
regime encourages central planning, and the growth of MNC and international
organizations — but only to the extent they do not interfere with state agency efforts. The
industrial sector in the state is witnessing structural change. However, capital-intensive
industries (i.e. iron, steel, agriculture, power, roadways, ports) is the exclusive
prerogative of the state, which means the flow of nonstate actor investmentsis structured
in commercia activities, including hotel, restaurant, and real estate sector. The high
responses to these questions aso here suggest a relationship exists between the types of
nonstate actors engaged in economic governance (state versus nonstate), and the

effectiveness/ineffectiveness of these actors therain.

In the third instance, | hypothesized the level of openness determines the extent to
which nonstate actors will have a positive impact on local prosperity and quality of life.
Punjab shows the highest and most significant responses to questions on performance and
direction, and in a state where constitutional amendments liberalized traditional economic
arrangements and encouraged global market linkages through the investments of
multinational corporations. Punjab has three well defined infrastructural sectors: a
primary sector for which nonstate actors can engage in commercia cropping and agro-
processing; a secondary sector for the development of speedy transport, assured power,
broad-band telecom connectivity, food, coal, or other mineral processing activities; and, a
third sector, which support investmentsin trade, transport, banking insurance, I'T services
etc. Keeping thisin view, nonstate actors may have evolved for various kinds of social

sector development. The state’ s openness is supported by a comprehensive study of key
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issues, functions and obligations, requirements for public good, and expectations of the
public. The findings then suggest that to the extent that there is openness/non-openness,
the nonstate actors described earlier (namely MNCs in Punjab) will have a

positive/negative impact.

Second, the data findings and analysis clarifies the percelved impact of nonstate
actors on the behavior of sovereign liberalized states. To be clear, the impact of nonstate
actorsis predicated on the hypothesized rel ationships described above, but it also relies
on demography. The overall sample size was 93 completed surveys, and additional 30
interviews with similarly placed individuals in various areas of work, across the state
capitals and area districts of three states. The sample size of each demographic region
was used to assess the overall regional differences in governance since the economic
liberalization reforms. The focusis not on generalizing to a population but rather to
assess the structure within the survey. It is here, consideration is given to how perception

of governance may be redirecting the political economy as awhole.*®

In summary, this assessment of the overall regional differences, first establishes
that there is strong evidence for regional differencesin responses. Second, in examining
the results, | looked within regions to establish what might drive regiona differences, and
thereis very little evidence of systematic difference within regions, which may suggest
subgroups (nonstate actors) have arole to play. Third, since we have evidence of
systematic regional differences we have two regional options and one individual state
option. Thefirst regional option isto exploreregiona level variablesin more detail, or

second, explore individua state and regional interactions to assess what is driving
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regiona differences. Theindividual state option isto conduct a more granular analysis at

the individual level differences.

Limitations of Analysis

Since there is no one accepted methodology for ng normative changesin
governance, this study uses a multidisciplinary approach. It begins with postinternational
theory, which accepts the presence of amultiplicity of actors. Thus, the role of nonstate
actorsisafunction of arrangement in the politico-economic system. Asacorollary, the
politico-economic system has no hierarchy. In adopting this theoretical approach to
understanding the social space of nonstate actors, the fieldwork has focused on the links

between micro and macro actors in domestic authority relations.

Micro and macro actors are the principa unit of analysis in the politico-economic
system. To examine the extent to which this framework of analysis explains normative
changes in governance, after liberalization, a survey was administered to citizens across
three states, and across one sector of the economy, health.*® The choice of
postinternational theory as a place to begin analysis does not however imply that | regard
it as completely satisfactory even asa‘first cut.” Before going forward therefore, it is

necessary to indicate some of its limitations.

The prevailing model for systemic analysis (postinternational theory) emerges

from the discourse on economics and microeconomic theory, in particular. Such a



188

framework posits the existence of nonstate actors as functionaries to a system, which can
then explain patterns and behaviors based on environmental factors such as the
competitiveness of the markets.?® It is systemic rather than unit-level theory because its
propositions depend on variations in attributes of the system, not of the units.** The
problem with this framework for analysisis that some organization theories also employ
microeconomic theory to argue that the condition of high complexity and high dynamism
eventually leads not to turbulent environment, but to a placid-randomized environment.?
This reasoning invariably means that the interaction between the nonstate actors are not
merely responders to environmental factors such as the competitiveness of the markets
after reforms organization, rather they are impelled to take steps towards creating
oligopolistic and monopoalistic conditions, over which they can more effectively exercise
control.?® These new mechanisms of governance are assumed to act as rational egoists.
Rationality means that they have consistent, ordered preferences, and that they calculate
costs and benefits of alternative courses of action in order to maximize their utility in
view of those preferences®* According to Waltz, this proposition bends variationsin

attributes of the systems, not of the units.®

Another limitation of this study is return to the usefulness of the governance
assessment survey in assessing variations in attributes of the system. Surveys are good;
however, a convenient sample does not offer conclusive interpretations of results.
Moving forward, a more systematic sample representative of the larger population is
needed. In addition, are-coding of demographic variables would be needed for ordered
logistic regression on high, moderate of low responses in order to compare within/across

regions and individual state differences systematically.
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Conclusion

In this chapter, | have examined the study results of the survey conducted during
fieldwork. The approach to postinternational theory devel oped here begins by examining
how incentives or constraints contained under the framework of economic liberalization
may lead to the manifestation of geographically ordered economic governance. The
research questions assess insofar as possible, the extent to which evidence exists to

establish regional differencesin the analysis of Indian governance.

In the final analysis, disaggregating the central role of the state from nonstate
actorsin the post-liberalization era brings into focus the macro-economic characteristics
of nonstate actors and the incentives they generate at different levels of the system.?®
Nonstate actors within states interact and react to the national economic regimein widely
varying ways, but each of these actions is strategic and intentional. Robert Gilpin
speculates that aminimal degree of convergence of liberal economic policy and interests
may indeed be a prerequisite for the formation of aliberal international economy,?” for it
encourages amultiplicity of processes, which contribute to devolution, and refocusing of

activity levels of organizations less encompassing than the nation-state.?®

Since there is no one accepted methodology for ng governance, | adopted
diverse research measures used by scholars to assess economic performance and
perceptions of governance and which can be assigned to three broad categories:
legitimacy and voice, direction and performance, and, accountability and fairness.

Respondents answered the questions differently in each of the regions, which may mean
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that divergent trgjectories within a centralized liberalization framework, unleashes
diverse regional responses encompassing strategic choices about economic principles as
well as new, well-defined exogenous preferences. Such a perspective challenges the
expectations of both supporters and opponents of state centric theories, but links the
postinternational phenomenon of micro and macro actors and the conditional authority

they carry.?

Post-internationalism releases valid explanations for, and this study confirms, it is
indeed possible to speculate what might be possible after state choose to liberalize their
economies. The postinternational order suggests continued decentralization, and nonstate
actors could end up playing important roles as poorly funded states become marginalized
due to costs and the competition of emerging strategic alliances in other states. If the
states studied here continue through the process of economic reform, all indicators are

they will likely fall into an even more varied system of governance.

Finally, although comprehensive data on governing alliances do not exist, Stephen
Corbin suggests the most important motivation for state and nonstate actors lies in a cost-
benefit economic analysis.*® For thisreason, | agree with Thomas Biersteker that states
undertaking significant reforms, should endeavor to first improve technical and financia
positioning, and then implement measures to manage nonstate actors and other civil
society group’s activity, both individually and collectively.® Nonstate actors can be
described as “units with relatively stable patterns of relationship over time.” Nonstate

actors that engage longer-term sequential transactions and in the absence of authoritative
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control relationship with states, can affect the nature of international integration and

interdependence.®
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Chapter Seven: Implication of Study

Introduction
Effective state intervention is assumed an integral part of successful

capitalist development.!

In the last half of the twentieth century, the relationship of statesto the
international political economy has changed.” Formerly, the state’ s role was conceived as
a buffer protecting the domestic economy from harmful exogenous influences. Lately
however, the state’ s role has been understood more as hel ping to adjust the national
economy to the perceived exigencies of the world economy.®> Economic liberalization,
the key terms of this study, is an important parameter for understanding this shift in
perspective. The economic liberalization reforms, for example, has enabled multiple
processes and structures to emerge, engaging politico-economic system of states, and
resulting in new and diverse governance patterns across the nation-state. Nonstate forces
straddle state boundaries to express their identities and develop their autonomy through
opportunities of aderegulated economic environment. On the one hand, state economies
have internationalized and the process of adaptation has created great unevenness.* On
the other hand, states have been seized captives of nonstate actors, who through the
liberalized environment create opportunities to advance their own competitive

economies.”

In India, nonstate actors exert authority over the politico-economic system, and
actors exercise governing authority beyond borders and territorial jurisdictions. First, the

state cannot escape being an instrument of domination. The inter-rel ations between
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various parts of the state apparatus, on the one hand, and the most powerful classes or
class fractions, on the other, are determining the character of the overall “pact of
domination.”® Territoriality, which has long been the defining feature of the Westphalian
state, is retained, but its importance has diminished in relation to non-territorial power.’
State and nonstate actors struggle for market and investment opportunities, including the
domestic regions of therival centers of power. The new political economy then achieves
afavorable balance as each of these regiona powers has a stake within the other. In
addition, the issue of non-territoriality shifts the role of actor’s action in economic and
political spheres where activities cross territorial boundaries.® Second, the state'srole as
aregional instrument of domination® also underscores the willingness of countries to
depart from hegemonic tradition. The nation-state has an interest in collective action,
erecting the new limits of great power activity, and encouraging norms of economic
behavior, which favor redistribution of resources.® However, the configurations of
effective power relations have changed the incentives facing states. The notion of
collective action alters the opportunity costs for states,** within arational-choice
framework. As Reuschemeyer and Evans observes, despite the obvious interest in
collective action, states are likely to be divided on substantive goals, as their ability to act
inaunified way is strictly circumscribed by the fact that governanceis organized in
response to divergent outside forces.”> Even more fundamentally, nonstate actors claim
to represent universal interests, contradicts the state' s role as an instrument of

domination.™®
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Nonstate actors have not necessarily diminished the importance of state action in
Punjab, Orissaand West Bengal, but their actions have created a major reorientation of
domestic authority relations. Pressing problems have gained new attention and instead of
being a pervasive controller of private sector activity, and a direct producer in public
sector enterprises, the state economic strategies are oriented towards enabling broad
based and varied nonstate actor activity. The states, having withdrawn their role of being
acontroller and licensor of private enterprises in areas where market competition and
nonstate actors will appropriate investments, have found investment solutions in nonstate
actors.* Attracting investments into regulated sectors was difficult, as public interests
were ordinarily subject to regulatory control. However, specia government efforts
helped to create a policy environment in which nonstate actors were encouraged and
received incentives to invest.® Investment in infrastructure and public sector
disinvestments combined have relocated authority, both outward toward supranational
entities and inward toward sub-national groups.*® Critics have argued that partial
privatization of thistype were unlikely to yield the efficiency gains associated with full
privatization including transfer of management. However, in India, nonstate actor
investments ruled out budgetary subsidies to the enterprise, and became an important

improvement in the incentives of the new system.*’

These regional experiences provide two powerful examples of the emerging
relationship between a policy of decentralized planning and nonstate actor in liberalized
states. First, nonstate actor investment in infrastructure helped to create a climatein

which public sector initiatives were able to carve out greater de facto autonomy from the
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government. In addition, apartially privatized public sector became much more
conscious of market indicators, and this created greater commercial orientation. Second,
under the reforms, regional states have become a more active agent of economic
liberalization. In some instances, public sector enterprises have acquired international
portfolio investors, *® relocating issues of equity for raising funds for the expansion of
their programs. Economic liberalization is treated primarily as capital accumulation,™ as
the political economy gains exposure to greater volatility in terms of exchange rates,

interest rates, and to investor’s portfolio.

Eighteen years after the reforms began this study takes the first step in theoretically

deconstructing the issues and challenges ahead.

What follows in this chapter is a general, but limited attempt to bring together
some suggestive ideas from the existing literature regarding the ways in which variations
in economic governance across India, though subtle, may enhance the capacity of
emerging economies to develop holistically. | first summarize the theoretical arguments
developed in this study, and then describe the key elements of the postinternational order
that was established in July 1991. Next, the economic issues and challenges of reforms
will be analyzed, and | argue that regardless of how subtle they appear, the changesdo in
fact add up to atransformation of sort. Rather, to borrow Robert Cox’ s phrase, scholars
must give attention to the nature of transformation underway, if it isto be assumed that
the role of the state and its relationship to nonstate forces may be in process of significant

change. ? At thelevel of structures and processes, nonstate actors have transformed
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governance. Inthe final section of this chapter, | briefly consider what inferences may be
drawn from the arguments challenging the expectations of both supporters and opponents
of state centric theories, who share assumptions that nation-state isin control and

exhausted at the state level.

Justifying Postinter national Analysis

While the nationalist perspective has the attraction of drawing arigid definition of
sovereignty and calculating the dimensions of authority therein, they seem better at
accounting for change after the fact than at predicting it. We can see this by examining
the shift in domestic authority relations in three distinctly unique liberalized state
settings. The sovereignty of the state is undergoing erosion as the foreign-domestic
boundary rendersitself porous. Thisis not to imply however, that post-internationalist
theory is oblivious to territorial boundaries. Its adherents do not posit a borderless world
so much as they conceive of its boundaries as fluctuating from issue to issue and as being
crossed readily by a host of actors on both sides of the legally established lines that
separate states.” However, changed circumstances relating to these shifts have generated
a situation where the nationalist framework provides an incomplete explanation for
understanding modern relations between states. The economic liberalization reforms, for
example, have in some fundamental ways shifted the balance of power between states
and central government, as access to the international markets have ensured mutual gains
and hence aggregated benefits.?> The nationalist perspective has predictive failuresin
“its tendency to believe that economic relations constitute solely and at all times a zero-

sum game, that is, that one state’s gain must of necessity be another’s loss.”?®
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The key element of the postinternational order that was established in July 1991 is
that liberalization emerged as a dynamic of atransnational system of power, which liesin
good part outside the formal interstate system.?* To extend this argument further into the
specific case of India, national public governance functions have been relocated to
nonstate actors, which represent a partial disembodying of specific state operations from
broader institutional world of the state that had been geared exclusively to national
agendas.® The privatization or denationalization of government functions, as it were,
deregulates major sectors of the economy, scales down welfare commitments, and resets
economic policies to the roles that can be fulfilled by nonstate actors.?® Such an account
might, point to the conditions under which there is a new struggle for power, modified
only by the multiplicity of actors engaging in economic transactions, and giving it

operational effectiveness and legitimacy.?’

Economic Reforms:. Issues and Challenges

Two important issues have challenged the intellectual discourse on emerging
norms in economic governance, and indeed can be explained through the analysis offered
in the literature on post-internationalism. First, the wide autonomy of nonstate actors and
the dispersion across sectors have added new layers of authority downward to sub-
national levels or upward to supranational levels.”® Second, the international relations
discourse, having not yet accepted these redlities, is grappling for explanations to locate
the empirical condition underlying progress toward decentralized governancein

sovereign states. Postinternational theory breaks from the ubiquitous frameworks, which
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defines the characteristics of a state-centric world. To avoid attaching an unwarranted
preeminence to states in the postinternational order, and to differentiate among
collectivities that are states, and those that are not, a new nonhierarchical structureis
conceived. States are conceived to be sovere gnty-bound actors, while multinational
corporations, ethnic groups, bureaucratic agencies, political parties, sub-national
governments, transnational societies, international organizations, and a host of other
types of collectivities are called sovereignty-free actors. > Sovereignty-free actors of the
multi-centric world have emerged replete with structures, processes, and decision-rules of
itsown. These actors are interacting, conflicting, cooperating, or otherwise competing in
unexplained ways with the sovereignty-bound actors of the state-centric world.* Put
simply, state and nonstate actors are so closely linked that even slight change in one can

produce or reinforce structural changesin the politico-economic system.*

Therole then for local government officials, isto identify key areas for which the nation-
state must take some responsibility to ensure a space is carved out for nonstate actors,
beginning with the processes for recognizing an emerging authority structure, the
mechanisms for resolving disputes within states, and mechanisms for adequate controls
of nonstate actors. The politico-economic system requires adaptation at the levels
suggested here el se the systematic regional differences witnessed may eventually collapse

the coherent whole.



201

Processes for recognizing authority structures

Recognizing that systemic reforms are essentia for lasting and meaningful
change, states made adjustments, which in one way or another challenged “long
established norms, habits, and practices of political management.”* The changed
circumstances relating to liberalization has generated a situation where the nationalist
framework does not adequately provide explanations for the emergence of nonstate
actors, particularly in governing large sectors of the economy. The relation between
formal political institutions and social and economic characteristics of countries, while
useful in identifying the correlates of structures, tells us little about the process.®* The
emergent consensus is that the nationalist perspective is overwhelmingly concerned with
the large-scale and long-term impact of mass contention on elite coherence and state
power. Rather, to borrow Kurt Schock’s phrase, the nationalist discourse overlooks the
initial pressures put on the system through emerging norms, and views nonstate actors as

anill conceived threat rather than a conduit or contributor to change.®

The process for recognizing authority structures must include considerations of
endogenous and exogenous factors. Although avariety of factors have contributed to the
transformation of the governing structure after the reforms, some of these sources are
external to the processes of national politics, and some are interna to them. That is,
some of the processes for recognizing authority structures are endogenous in the sense
that they are inherent in the political processes, whereas others are exogenous in the sense

that they derive from demographic, economic and cultural processes.
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Together the endogenous and exogenous sources of change go along way toward
explaining these new interests, made by a variety of actors, which confirm or challenge a
particular pattern of governance already in existence. The emergence of avariety of
authority structures in the political economy, has reflected and affected the efficacy of the

economic liberalization reformsin India, and does require adequate attention.

Mechanisms for resolving disputes within states

In the multi-centric world, relations among actors are on more equal footing, are
more temporary and ad hoc, and more susceptible to change, but are less symmetrical and
less constrained by power differentials, formal authority, and established institutions.
However, the overlapping system of authority and multiple loyalties must be located
within the jurisdiction of a counterpart in the state-centric world.** The lack of processes
for recognizing authority structures also brings into focus the question of what is needed
to regulate and or control disputes within the nonstate actor community. Relevant hereis
the need for expanded analytic skills of local government officials, to address collective
action disputes, and clarify appropriate mechanisms that can be used for expressing
discontent. To borrow Immanuel Wallerstein’'s phrase, “one must place the face of
coercive power which permits government to undertake policies even though they may be

strongly objected to be a part of society.”®

In the emerging framework, Ronnie Lipschutz and Cathleen Fogel offer a
conception for regulation for keeping the politico-economic system together and

working.
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“While deregulation is the mantra repeated endlessly in virtually all national
capitals and by all international capitalists, it is domestic deregulation that capitals
and capitalists desire, not the wholesale elimination of al rules. Selective
deregulation at home may create alower-cost environment in which to produce,
but uncontrolled deregulation everywhere creates uncertainty and economic
instability.”

The argument here is that regulatory harmonization “eliminate politics’ from
shifting regulatory authority out of the domestic sphere and into the international one.*®
There, the negotiation of policy under the pressure of ratification is appropriately outside
of the two-level game context. Attention is given to two level games in domestic politics
however here the question is the implication of such games for both the national and
domestic audiences for their policies. Policy must satisfy both domestic and nationa

conditions. State and nonstate actors must consider what agreement can be ratified when

they negotiate, else they do not have complete freedom to pursue interests as they define

|t 39

In sum, the functioning of the politico-economic system must then, by necessity
be determined primarily by considerations of efficiency.”® If those engaged in exchange
in the markets do not feel they are getting afair deal, or those observing the workings of
the markets believe that externalized costs are excessively high the legitimacy of markets

will beimpaired to the detriment of the economy as awhole.*!

Adequate control of nonstate actors
Nonstate actors, without adequate controls, have potentially tyrannical

implications on the sovereign governance of the nation-state. Since this challengeis
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essentially the product of the shrinking social and geographic distances that separate
peoples, they can appropriately be called “interdependence” issues. Nonstate actors
disentangle the polity, emphasizing a new link between authority, identities and change.
In Polities, Ferguson and Mansbach identify idea polity types, and contend that while
individual s possess loyalties to many compatible polities, issues may force invidious
choices, as exemplified by the post-Cold War reawakening of “nations”’, tribes, and clans.
Globalization in this sense, has changed the character of the polity, and transformed its

alliances, markets, or communities.*?

In alegal sense, globalization has closely intertwined® national structuresin the
international community, and this requires a system for control. In apolitical context,
Philip Cerny suggest, the “benefits of these changes are the competition of national
economies along lines of comparative advantage.”* While “relative anarchy still

"% the agenda-setting machinery can influence practices.*® Conversely,

prevails,
“progress toward more effective governance must perforce be halting and accomplished
in small increments, given the huge degree to which authority has been decentralized at

every level of the community.”*

Conclusion

Collecting all authority under a sovereign rubric instead of focusing attention on
the conditions whereby authority is created, legitimacy sustained and compliance
achieved,® is not only a effect of the rapid transformation of global society, but an

important framework for viewing the dramatic new relationship between territorial states
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and economic markets.*® According to Ferguson, more and more states, regardless of
history or culture, are privatizing government functions, deregulating major sectors of
their economies, scaling down or reneging on welfare commitments, willingly and
unwillingly tailoring their polices to the demands of intergovernmental and private
financial institutions.®® Indeed, the economic liberalization reformsin India have
buffeted the territorial restraints and challenged the role of state governments than has
been the case hitherto,™ bringing to the fore three dimensions of world politics, excluded
from the discourse and explored by postinternational theory, as the main parameters for

political, economic and socia transformations.

In the main, this analysis challenges the expectations of both supporters and
opponents of state centric theories, who share assumptions that states are in control and
exhausted at the national level. An argument can be made that the behavior of actorsisa
consequence of widespread dissatisfaction with large-scale collectivities and the
performance of existing authorities underscores the need to look for actors that are more
fully embracing. Relevant hereis the fact that the process of globalization has also given
citizens more access to information, which in turn has enabled them to join in collective
actions that serve as avenues for expressing their discontent.>® This study triesto make a
case for why the emerging pattern of governance in Indiathen reinforces the need for
new processes, which recognize authority structures, mechanisms for resolving disputes

within states, and more adequate control of nonstate actors.
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Second, the authority crisis has stimulated the evolution of new authority
structures.® “All of these actors devote themselves exclusively to guiding behavior with
regard to public issues, thus clearly indicating the important social function of
governance.”>* This study then re-eval uates the reasons for the exponential increasein
actors in amulti-centric world. The case of India aso provide an avenue for debates on
governing principles and from a unique geographic perspective, governance issues at two

levels, and the political aswell as economic commitments to key sectors.

In conclusion, the proliferation of varying authority structures looms large as
described in this chapter. The outlines above sufficiently underscore the scope of the
analysis, and framework for probing the interconnectedness between norms, national
health, public action and socia progress. This study introduces aregional perspective
that broadens our understanding of authority structures in developing countries, and an
appraisal of the framework, which may redefine in terms of interests, power structures
and core international relations values. States are both the source and exclusive location
of legitimate public authority, from whichever source “authority” derives. However,
India, in common with an increasing number of states is withessing new response to
issues produced by uneven economic development and social change through a variety of
nonstate actors who either powerfully confirms or challenge a particular pattern of

governance.
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Chapter Eight: Conclusion

Introduction

On the road toward a more compl ete understanding of the politico-economic
system, this study moves beyond state power politics and brings into focus the
characteristics of liberalized states and the incentives or dis-incentives nonstate actors
generate at different levels of the system.’ The liberalization experiences of Punjab,
Orissaand West Bengal depict the unequivocal position of nation-states as a governing
entity that has no choice but to negotiate with nonstate actors on issues related to
economic reforms. Even more pointedly perhaps, nonstate actors broaden aspects of the
political processin which governance plays akey role by consolidating interests and the
concentration of power. Asthe study now ends, | am in a position to look backward and
forward. From evaluating early questions on the dramatic new relationship between the
territorial state and the structure of the international political economy, onward, and
ng variations in the attributes of the system. In the pagesto come, | have pulled
together three important lessons about the functional utility of nonstate actorsin the
international political economy. First, using a postinternational framework of analysis,
nonstate actors can necessarily be viewed as an authority structure, and thisin turn helps
in assessing the varying roles, and subsequent economic policy choices which legitimate
the structure which affect outcomes of strategic situations embedded in international
political economy. This study devel ops aframework to identify the range of governance
mechanisms available in newly liberalized states. Second, nonstate actors have been
crucia in determining the economic governing arrangements and domestic authority

relationsin liberalized India. However, because states continue to have divergent
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preferences over the potential paths to liberalization, the varying roles of state and
nonstate actors in establishing authority, setting rules, allocating resources, formulating
policies, governing issue areas, and in awide range of sectors need to be further
examined. Third, and returning to the efficacy of theories on international relations, this
study suggests more innovative avenues for research. It sheds important light on the
weaknesses of traditional statist assumptions and advances a framework, which resets the

levers of economic and political authority.

Finally, this chapter concludes with some reflections on analysis and prescription
in theories of the states and their economic activities. Moving forward, the governance
assessment survey, which is an important tool for assessing the variationsin attributes of
the system, istentative in its findings, as convenient sampling does not offer conclusive
interpretations of results, and therefore a more systematic sample representative of the

larger population may be needed.

Why India? Why Liberalization?

The 1991 economic liberalization reforms of India have helped to produce
unprecedented levels of regional as well as national growth. In so doing however, there
are important qualifications. While the economic environment of some statesis liberal
and progressive, others struggle between moderate social changes and backward poverty

inducing e ements.
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The structural reforms undertaken by India s central government initiated a new
economic process by the state governments. Some regional states encouraged and
promoted private domestic and foreign investments in sectors previously reserved to the
public sector, cut their fiscal deficits, and reduced subsidies. Others began competing
with one another for private capital, as well as for investments by the central government.
With few exceptions the states significantly reduced bureaucratic regulations, privatized
or reformed inefficient state-run public sector enterprises, and stimulated investment in

infrastructures essential for an expansion of private investment in the socia sector.?

According to Frieden and Lake, we (scholars), arein a good position to evaluate
the dimension of changes in the political economy, and to identify key policy lessons by
analyzing the broad strategies and policies that lie behind economic liberalization
reforms.® It may be, they argue, that the regional patterns of liberalization described in
this study, is being replicated at the level of individual countries aswell.* Where all
developing countries have seen their GNP per capitaraised from 5.0 percent of the
industrialized countriesin 1960 to 7.0 percent in 1995, the “least” developed countries
(those with a GNP per capita of $300 or less) fell from 3.5 percent to 1.8 percent.”> As
pointed out in chapter five, the distribution of resources of economiesin development and
transition as well as the output of all its nationals (GNP), captures the degree to which
authority structures have decentralized every level of the nation-state in recent times. In
a collaboration between Nobel Prize winning economist Joseph E. Stiglitz and Lyn
Squire, the scholars argue that the mechanics of development cannot be equated solely

with reductionist economic measures such as GDP or GNP however, just as aggregate
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economic growth is usually associated with other dimensions of development, greater
reliance on the decentralized decision of private entrepreneurs through the marketplace

means investment may be necessary for growth, but it is not sufficient. ®

The decision to focus on India, and its changing pattern of economic governance
and after the reforms leans on the huge potentiality for growth in most emerging-market
regions. Citing a 2006 survey by McKinsey Consulting, economist Dambisa Moyo
suggests India has the potential to become a US $500 billion market by the year 2020.”

In addition, and well beyond liberalization, as actors begin to question the legitimacy of
thelir political economy and to redirect their loyalties toward subsystem level, isthe
guestion of whether the predictions of postinternational theory that sub-groupism will be
accelerated by the increasingly clear-cut structures of the multi-centric world. As many
scholars are likely to conclude, the crude theory of hegemonic stability makes a stronger
contribution by pointing to the importance of material power.2 However, and as K echane
and himself points out, hegemonic regimes do not provide a general causal explanation of
the changes that post-internationalism describes. Discord does not triumph over
cooperation instead they coexist” to provide collective benefits. This problem, which
cannot be explained by one theory of the state, is comprehensible only when we combine
postinternational theory’ s emphasis on multiple structures and processes discussed in
chapter four. Postinternational theory, it will be recalled, stresses how state and nonstate
actorswill be so closely linked that even slight changes in one can produce or reinforce

changes, which may challenge'® the processes for recognizing authority structures, create
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anew need for mechanisms for resolving disputes within states, and prompt the need for

more adequate control of nonstate actors.

India s reform strategy offers important lessons in four substantial areas. First,
very few people had anticipated that India’ s economy, infamous by the late 1970s and
1980s for weak central planning, oppressive regulations, and inward-looking policies,
would be transformed in its basic orientation in a matter of afew years. Though
economic arguments against central planning had been raised and had become
increasingly plausible by the late 1970s, political recognition of the necessity of change
was overal missingin India. Prime Minister Rgjiv Gandhi did try to break free of
protectionism, but did not succeed in changing India’ s economic direction decisively.
Second, while reforms have clearly been significant in some core public services, they
have stalled, or barely begun, in others. Liberalization of investment rules, capital
markets and the trade and exchange rate regime has, by and large, gone farther than the
reform of agricultural trade, public finance or labor markets, and the privatization of

public sector firms.

Third, the norms for how state governments deal with the central government
have changed. India achieved higher rates of investment after the reforms, but only some
states managed to translate this into increasing levels of income.** Much of investment
aswell as budgetary support in the pre-1991 era used to come routinely from Delhi.
Since 1991, budgetary constraints are no longer as tough as they used to be, and reliance

on central planning for investment has dramatically decreased. In the changed
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environment, state governments must compete for private investment. Fourth, though
state governments since 1991 have demonstrated a systematic approach towards
economic reforms, afull blown, strategy for nation-wide reforms has not been articulated
in politics. Indeed, competition is a powerful force for ensuring that investment iswell

directed and yields the greatest possible benefits.*

Punjab, Orissaand West Bengal have tried, in varying ways, to take advantage of
the reform strategies. Their collective experiences specifically explain away the
decentralizing tendencies, at both the national and sub-national levels, where newly
fragmented, long-established hierarchies presided over by narrowly based elites have
been replaced with a multiplicity of organizations that have more pluralistic leadership.
By its very nature, new arrangements mean that actors are more interdependent, that they
have a need for and relations with awidening array of other actors, and that consequently
the patterns of interaction that mark their daily lives encompass more extensive networks
than was the case in previous eras.™® In short, the structural arrangements of
postinternational politics are marked by considerably greater density and interdependence
than those they replaced, and these characteristics are the hallmark of the structure of the

new international political economy.

The Growing Importance of New Forms of Gover nance

We began this study describing the promise of nonstate actors as mechanisms for
solving problems of governance. Redefining the practices and ideologies of states, we

considered whether the pressing problems of the political economy gained attention
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through nonstate actors, and instead of being a pervasive controller of private sector
activity and adirect producer in public sector enterprises, development strategies enable
broad based and varied nonstate actor initiatives within states. In India, we have exposed
the fragility of assumptions about discrete boundaries between, inside and outside states.
Thisis not to suggest that self-interest is absent, but to point out that collective action
garnered new momentum, but with old meaning. The state more than a constitution of
agencies and rules and rolesis embedded aswell in a‘new system’ of governance.
Taken as awhole, states may be viewed as organi zations through which different

collectivities pursue collective goals.**

In international relations theory, the political economy has been in line with the
methodological assumptions of structural realism that states can usefully be conceived of
as unitary, rational actors and that opening the black box of domestic politicsin an
interactive rather than additive manner is not likely to be worth the costs involved.
However, in practice, the new structural parameter consists of those rules of governance,
informal regimes, formal alliances, legal conventions, and other arrangements through
which the issues contested on the national stage are processed and managed by macro
collectivities, state or nonstate actors, for example. Governance, in this sense, is asystem
of rulesthat is dependent on both formally sanctioned constitutions, as well as
mechanisms which function effectively even though they may not be endowed with
formal authority. “It embraces governmental institutions, but it also subsumes informal,
non-governmental mechanisms whereby those persons and organizations within its

purview move ahead, satisfy their needs, and fulfill their wants.”*> Collectivities, in turn
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are sustained by one or another form of hierarchical authority relations. Pluralistic and
class structures in the national system and balance of power and dependency patterns are
designated as the relational parameter in the postinternational liberalized world,*® as also

developed by Kumar, Harriss and Rosenau.

A diverse array of nonstate actors were identified in Punjab, Orissa and West
Bengal and an assessment was made of the range of governance mechanisms available in
newly liberalized economies, as well as the role of nonstate actorsin creating norms
embodied in the formal institutional setting of states. Survey indicators, based on
disaggregated individual variables measured various dimensions of governance, and the
datareflected respondent’ s perception on governance in core public services, particularly
health, after the economic liberalization reforms. The survey validated, insofar as
possible, the three central hypotheses. We now know what mechanisms are used in
governing aspects of the politico-economic system, and we are more acutely aware of
how these structures govern. Overall, there is strong evidence for regiona differencesin
responses. In examining the results, however, thereis very little evidence of systematic
difference within regions. Since we have evidence of systematic regional differences, we
have two regional options and one individual state option for taking this study farther.
Thefirst regional option isto exploreregiona level variablesin more detail, or second,
exploreindividual state and regional interactions to assess what is driving regional
differences. Theindividual state option isto conduct a more granular analysis at the

individual level differences.
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The findings of this study confirm that it isindeed possible to speculate what
might be possible after state choose to liberalize their economies. The investment and
trade patterns associated with reforms within states, suggest a continuation of the
emergence of decentralization of core public services, beginning with the health sector.
Nonstate actors could end up playing important roles as poorly funded states become
marginalized due to costs and emerging strategic alliances. If the states studied here
continue through the process of economic reform, al indicators are they will likely fall

into an even more varied system of governance.

Theories of the State and Their Economic Activities

States are both the arbiter and exclusive location of legitimate public authority,*’
from whichever source “authority” derives. However, India, in common with an
increasing number of states is witnessing new response to issues produced by uneven
economic development and socia change through a variety of nonstate actors who either

powerfully confirms or challenge a particular pattern of governance.

The paradigmatic shift in economic governance, as explored in chapter four sheds
important light on the authority of nonstate actorsin international relations. The case of
India provides a specific avenue for new debates on governance. The discussions on
Punjab, Orissaand West Bengal underscore the scope of the analysis, and framework for
probing the interconnectedness between norms, public action and economic progress, and
core public services sector beginning with health. According to Evans, Reuschemeyer

and Skocpol, studying states through analytical induction and historically grounded
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comparisons are optimal strategies for research on states. Along with other macro-social
phenomenon that do not repeat themselves in each nation, basic patterns of state
organization and of the relationships of states to social groups can help explain many
outcomes especially unintended outcomes, of economic interests.’® 1n addition, regional
comparisons may serve to broaden understanding of authority structuresin developing
countries, and in its appraisal, redefine power structures and core international relations

values.

Theissue of health, gives specific clamsto the shift from centralized to
decentralized governance, the proliferation of actors, the globalization of national
economies, and the advent of interdependence issues. The postinternational framework
for development, health or otherwise, is part of the fundamenta shift in the structure of
governance, and the processes of interaction underway™ since liberalization. The nation-
state is the sovereignty-bound actor, while multinational corporations, ethnic groups,
bureaucratic agencies, political parties, sub-national governments, transnational societies,
international organizations, and a host of other types of collectivities are called
sovereignty-free actors.”® Sovereignty-free actorsin India’s political system have aways
been acknowledged both as agents and targets of governance, but that acknowledgement

have never shown up much in actual theorizing.*

In the main, this study challenges the expectations of scholars who hold the
assumption that states are in fact the principal unit of analysisin international relations,

and are definitively in control. An argument can be made that the proliferation of
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nonstate actors is a consequence of widespread dissatisfaction with large-scale
collectivities and the performance of existing authorities underscores the need to ook for
actors that are more fully capable. Relevant hereisthe fact that the process of
globalization has also given citizens more access to information, which in turn has
enabled them to join in collective actions that serve as avenues for expressing their
discontent.? This study tries to make a case for why the emerging pattern of governance
in Indiathen reinforces the need for new processes, which recognize authority structures,
mechanisms for resolving disputes within states, and more adequate control of nonstate

actors.

Abandoning the preoccupation with state power politics, and the notion that the
capacity of sovereign states to enforce decisions refocuses attention on how outcomes are
produced and controlled, this framework alters the fundamental structures of national
politics, and moves the discourse forward by focusing on the impact of shifting
orientations on domestic and international authority relations. India departs from the
ubiquitous frameworks, which defines the characteristics of a state-centric world, and

helps us to clarify actorsin amulti-centric system, and their decisive roles.?

The state’ s capacity to adapt to change and the nonstate actors readiness to meet
demandsis creating a paralyzing effect on the norms, habits and practices of central
government. Political decentralization and economic liberalization are compatible.
Decentralization, democratization, participation, innovation, equity, sustainable

development and economic reforms thus, it is argued, al go together.?* State
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governments have endorsed the economic reforms initiated by the center.
Decentralization then stimulates policy innovations, increase equity by providing lower
income groups with greater access to political power, and may even offer opportunities
for local nongovernmental and community-based organizations to prevent bureaucratic
authorities from creating projects that result in forced population displacement or are

ecologically damaging.”®

Summary

The new baseline of identifying shiftsin governance is the politico-economic
system, where more than ever “domestic politics matters in shaping responses” * to the
changing patterns of authority. The “foundation”?’ that “perceives states as the most
significant actors, and attributes little to the role of international organizations or non-
state actors,”?® all at once embraces the understanding that governance is “a function of
the distribution of power, or as aresult of behavioral practices, norms, rules and decision-
making procedures that have developed over time.”* According to Langhorne, the
problems emanate both internally and externally. Inthe Coming of Globalization, the
British scholar agrees that societies, governments and the global economy bear the
weight for the erosive nature of the system. The nation statesis “no longer the sole
players because of the weakened position of their sponsoring bodies and because they,

too, haveto live in amore pluralistic world.”*

Two perspectives explain the power of these events in shaping; transforming and

changing the order of the political economy. First, Susan Strange has argued that with
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globalization, states have indeed lost their power. “While realist’ s traditions have
overemphasized political structure - change in information, communications, and
financial technologies have atered the basic relationship between authority and markets
in any political economy.”*! Power is not located in asingle apex. Instead, international
networks of power have relocated authority. For nationalists, this international
environment is not pragmatic for it resembles a condition in which there is not much to
gain from multiple actors engaged in governance. Cooperative efforts like those seen in
global governing systems are entirely unproductive for the state, as “new actors.... are

seen as threatening to overwhelm the state.” %

Second, the principles of state relations also fall under the rubric of alegd
construct. At the national level, “legal systems are highly developed.”** However, “in
the international community no state or group of states has managed to hold the lasting

"3 Power is

power required to impose its will on the (economic) community.
“fragmegrative.”® Institutional “alliances...set up for a strong convergence of interests
between two or more members of the community...however these have not hardened into
apermanent power structure.”*® The underlying consequence for economic governance
isthat “states pursue their own interests.”*’ States ultimately “decide how to settle
disputes or to impel compliance with law that is whether to iron out disagreements
peacefully or enforce the law unilaterally or collectively.”*® From alegal standpoint,
there are no international courts with enforceable power. In addition, “this state of affairs

has long favored powerful nation states.”**
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The general political attitudes towards liberalization have thus been met with
some resistance, and on two mgjor fronts. First, someloca government officials resisted
liberalization on the grounds of creating an internally protected market regulated by the
central government. Second, the trend towards openness challenged India’ s political elite
to choose market-oriented change. According to Myron Weiner, who has studied this
issue extensively, though the rhetoric of India s elite was progressive, thereality is that
expansion and exposure to the markets, along with democratic socialism complicates the
redlities of social and economic equality, secularism, and economic growth.”° In this
regard, the practical problems of the economic governance, like environmental
governance “may represent a harbinger of more complex and more comprehensive
international relations within an interactive structure that will involve numerous public
and private actors in large number of international regimes.”** The structure of the

"42 and from a

political economy *“has not been designed according to central principles,
strictly legal perspective, the need to take action to protect the nation-state is

imperative.*

In alarger context, international political economy has affected economic governance
of states by fragmenting market forces.** At best, state and nonstate actors need a
manageabl e space for dialogue.”® Like our friendsin environmental circles, the system
must be understood as a sphere of association that islocated above the individua and
below the state but aso across state boundaries where actors organize themselves to
pursue various aims.*® Regulations must similarly be offered to creatively manage and

maintain the political economy. The overarching issue of regulation suggests an
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appropriate structure for resolving conflicts in amanner that is acceptable to al
concerned.*” Regulations provide “a useful nexus for the convergence of discourse (s)
allowing parties with conflicting interests to address shared interests.”* For the scope of
the politico-economic system, the concerns are complex and a classification tool is

needed to address the practical problemsin thisanaysis.

Therefore, we have two things happening here. Political economies of scale are
in competition for transformative change associated with globalization.”® This
“independent ordering”*° is pluralistic by its very nature. Strong states, whether
relatively liberal in the British mould or absolutist in the continental European
mould...are the most effective...not so much to realize pure economic efficiency but
rather to achieve the most productive mix of politics and markets through the
development of national markets and productive national economies in a competitive
world.®* “The nation-state is the most important actor on the state of political economy,

but it is not the only important actor.” 2

Second, this paradigmatic approach has a
coalescing effect in a competition state environment. It is continually forming and
reforming: from networks of international financial centersin world cities; ...to sub-state,
state and supranational regulatory processes; to self-regulating markets and transnational

webs of governance.® In asense, “actions of one state impinge on the interest”>* of

others.

The history and foundation of economic governance raises important questions
about the current staging and impact on varying authorities in emerging states. This

study was a pilot project and thus it has provided the scope for assessing normative
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changesin governancein India. The lessons drawn from several districts, across three
states need to be up-scaled and incorporated in future research on the political economy
and economic development. There is no question in a debate over whether varying
authority structures causes complexity in the management of the political economy.
States remain in control as rulers seeking to maintain their own position and interests of
their constituents, wrangling between competing principles.>®> However, in this miliey,
“there are no constitutive rules that preclude rulers from contracting to establish whatever

kind of institutional form might serve their needs.”*°
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India Field Research, 2008

Health Gover nance Assessment Survey

In 2002, the Government of India implemented a new health policy, abolishing
the National Health Policy (hereafter NHP) of 1983, and transferring the health
sector of the country to the shared responsibility of the central and state
governments. Under the constitutional structure of India, public health is the
responsibility of the states. The central government sets the agenda. NHP-2002
established a new governance structure through which the principal contribution
for the funding of public health is from resources of the states, with
supplementary input from central government. Given the extremely difficult
position of the state governments, nonstate actors have had to play a key role in
augmenting public health investments. This organizational structure has come
with the expressed recognition that decision-making about health projects require
the involvement of nonstate actors at the highest levels. The current policy
abolishes the system of centralized planning and avoids any mention of national
governance. Instead, the current policy follows the federal government’s guiding
principle of ‘decentralized public health’, which advocates a focus on practical
measures to enable need-based allocation of resources.

The completed Health Governance Assessment Survey will help me to identify
those specific issues and concerns that are perceived as important to health
governance. My goal is to identify those important issues addressed by nonstate
actors, so that we can focus on the activities and resources to best meet the
healthcare needs of India.

This survey is anonymous and | ask that you please take a few minutes to
answer the questions below. Thank you for your time and assistance. Namaste.
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Demographic Information

Age Sex Religion
[115-24 [1Female [ Hindu
[125-34 [1 Male (] Muslim
[135-44 (] Christian
[145-54 (1 Sikh
[155-64 [ Buddhist
(165 and Over [1Jain
[] Other
Home City 1 Urban
[ Rural
Work Place City "1 Urban
[] Rural

Caste or Tribe

"1 Caste (specify)

1 Tribe (specify)

(] Other Backward Class
{1 No Caste/No Tribe

0J Don’'t Know

] None of Them

Primary Language

1 English [ Punjabi C1Urdu 1 Bengali

T Hindi ] Gujarati [ Telugu ] Other
Area of work

] Government NGO TJMNC 1 Media [ Business

] Religious Group
(] Criminal Organization

[] Other

[1 Academic institution

1 Int'l Organization
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L egitimacy and Voice

1. To what extent do citizens enjoy freedom of association?
For example, are there real opportunities for people to create and join organizations
to participate in the political process? This also includes the right that no one is
forced to belong to an association.

High Moderate Low
Comments:
2. To what extent is society free from discrimination according to race, ethnicity,

gender and religion?

Please consider how far discrimination is a factor in public life and how it therefore
may affect the legitimacy and voice of the citizens governed. Discrimination may be
by government, but it could also be from nonstate actors, or other groups adversely
affecting societal freedoms.

High Moderate Low
Comments:

3. To what extent do citizens have freedom of expression and access to the
media?

Think about whether all citizens have the opportunity to independently seek, receive
and impart information without fear of harm or humiliation.

High Moderate Low
Comments:
4, To what extent does the state have adequate resources to govern key issue
areas?
Assess the extent to which the state has basic building blocks for core public
services.
High Moderate Low
Comments:
5. To what extent is policy orientated towards public consensus?
Think about how action is taken, as well as how consensus is built around core public
issues.
High Moderate Low

Comments:
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Accountability and Fairness

1. To what extent are nonstate actors accountable for decisions and actions?
Are there mechanisms in place for holding nonstate actors accountable for their
decisions and actions? For example, how are challenges addressed: through
investigations, government reviews, nonstate actor review process etc?

High Moderate Low
Comments:
2. To what extent is the decision making process of nonstate actors transparent

to the public?

Make an assessment on the degree of transparency. The rules could be in the form
of a code of conduct, informal systems, or the presence of “sunshine” laws that make
all official documents open to the public.

High Moderate Low
Comments:
3. To what extent are states open to nonstate actor activity?

Think about the extent to government and citizens are comfortable with nonstate
actor activity.

High Moderate Low
Comments:
4. To what extent are strategic plans and public reports issued after nonstate

actors leave the state or country?
Think about the extent to which government is ensuring accountability and
transparency of nonstate actors.

High Moderate Low
Comments:
5. How important are nonstate actors to financing public health services?

Think about how well funding dollars from World Bank, NGOs, and SEARO (for
example) improve the health of states?

High Moderate Low

Comments:
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To what extent is improved access to public health services attributed to
nonstate actors?

Do nonstate actors support public health services in your state? For example, do
nonstate actors provide access to care regardless of ability to pay?

High Moderate Low

Comments:

How well are nonstate actors regulating health, and curbing exploitation of the
sick and poor?

Think about the extent to which nonstate actors have an impact on health.

High Moderate Low

Comments:

Are the norms, rules and procedures of nonstate actors incorporated into
national health practices?

For example, virtually all countries have ratified the World Health Assembly. Make
an assessment on how effective the various branches of government have been in
applying these international health regimes, including advocacy and prevention.

High Moderate Low

Comments:

To what extent are there processes in place for resolution of problems raised
by nonstate actors?

Assess how nonstate actors working in states, resolve problems.

High Moderate Low

Comments:

To what extent are nonstate actors fully accountable for their actions?

Nonstate actors and are expected to behave with the highest integrity, but this is not
always the case. Political pressure, as well as corruptive practices may call their
impartiality into question. Mechanisms such as special inquiries are examples of how
legal service accountability can be exercised, and protect the health of the
community long after nonstate actors have gone on to their next project.

High Moderate Low

Comments:

Do nonstate actors receive special treatment while working in your state?
Think about the extent to which government bend the public laws or rules.

High Moderate Low

Comments:
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To what extent are nonstate actors free from corruption?

Think about the extent to which these actors may need to make additional payments,
or bribes to get work done, acquire licenses, permits, as well as conclude contracts.
High Moderate Low

Comments:

How openly does government act to include policy recommendations of
nonstate actors into health strategies?

It is very common for government to negotiate agreements, and set rules in the area
of health. Assess how open government is in stating its intentions and the
implications.

High Moderate Low

Comments:

Direction and Per for mance

To what extent do nonstate actors have an input into the making of policy?
How well are nonstate actors able to participate in the policy process and influence
policy outcomes? This question is meant to be an indicator of how well nonstate
actors voice their issues and the available mechanisms for strategic vision.

High Moderate Low

Comments:

To what extent do nonstate actors accept their subordination to government?
Assess the degree to which nonstate actors subordinate to government and are
satisfied with playing a public role without engaging in partisan politics.

High Moderate Low

Comments:

To what extent do nonstate actors provide accurate information to the public?
Assess how ready nonstate actors are to share accurate information about its
intentions and consequences for the public interest.

High Moderate Low

Comments:
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To what extent are nonstate actors promoting an adequate standard of living
for all citizens?

Focus on the extent to which nonstate actors are genuinely committed to providing
an adequate standard of living. Ensuring an adequate standard of living is broadly
about having food, housing, medical care, and necessary social services. Given that
governments typically operate with resource constraints, the answer must be
considered in the light of what is possible to do given the country’s levels of
development.

High Moderate Low

Comments:

To what extent does policy-making fairly reflect public preferences on key
issue areas?

Think about how well the policy-making process considers broader public
preferences in allocating limited resources.

High Moderate Low

Comment:

To what extent does the state consider the performance of nonstate actors in
decision-making process?

Consider whether the state reviews local and regional performance of nonstate
actors.

High Moderate Low

Comments:

To what extent do nonstate actors provide accurate and objective public health
services to the public?

Think about how nonstate actors share information with its citizens, about its
intentions and consequences for public interest.

High Moderate Low

Comments:

To what extent are nonstate actors able to shape the policy-making process?
Assess the participation of nonstate actors in policymaking including the extent to
which power and authority is given to formulate policy.

High Moderate Low

Comments:

To what extent do nonstate actors provide improved or equal access to health
care services to citizens?

Assess the extent to which actors are effective and efficient. Do nonstate actors for
example, may make special effort to reach marginalized groups?

High Moderate Low

Comments:
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9. To what extent are nonstate actors respectful of citizens, government, society
and social norms?
Intentional or not, nonstate actors are sometimes seen to act in ways that citizens
perceive as humiliating or disrespectful. To what extent do you believe nonstate
actors are perceived to act in a respectful manner?

High Moderate Low

Comments:

Post-Survey Questions

1. Can you describe the difference between government and governance?
Comments:
2. How would you describe the work of nonstate actors - - more along the line of

government or more along the line of governing authority?

Comments:

3. In what capacity are women engaged in health? Despite the fact that women
comprise half the population, women, are underrepresented in all governance
arenas in all countries. Assess the degree to which women and men have equal
role.

Comments:

4. How well do nonstate actors govern key health issue?

Comments:
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To what extent has the government’s capacity to govern national health increased
or decreased with the proliferation of nonstate actors.

Comments:

Are nonstate actors more effective than government in governing public health
services?

Comments:

To what extent do the works and contributions of nonstate actors limit the actions
of government?

Comments:

To what extent are nonstate actors prepared to manage major health issues. For
example, if you were asked to prepare a plan to improve national health
governance, would you include nonstate actors on the team?

Comments:

How long have you worked in your current specialty or profession?
Less than 1 year 1to 5 years 6 to 10 years
11-15 years 16 to 20 years 21 years or more

Comments:
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Definition of Termsin Survey Resear ch

Authority Structures
Authority structures are expressions of convergent interests, made by a variety of nonstate
actors, to confirm or challenge a particular pattern of governance.

Nonstate Actors

Nonstate actors, in international relations, are actors on the international level that are not states.
For example, NGOs, MNCs, media, armed groups, criminal organizations, religious groups,
certain individuals.

Governance

Governance relates to the decisions that define expectations, grant power or verify performance.
It consists of either a separate process or of a specific part of management or leadership
processes. Sometimes people set up government to administer these processes and systems.
In the case of nonstate actors, governance relates to consistent management, cohesive policies,
processes and decision-rights for a given area of responsibility. For example, the World Bank
defines governance as the exercise of political authority and the use of institutional resources to
manage society’s problems and affairs.

Civil Society

Civil society is composed of the totality of voluntary civic and social organizations and institutions
that form a basis of a functioning society as opposed to the forced structure of the state
(regardless of the state’s political system) and commercial institutions. The concept of civil
society in its pre-modern classic republican understanding is usually connected to the period of
Enlightenment in the 18" century. However, it has a much older history in the realm of political
thought.

Postinternational theory
Postinternationalism accepts the presence of new structures and processes, as well as the
shifting orientations that are transforming authority relations among actors on the world stage.
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Background of Demographic Data

India has had a history of continuous Census taking since 1872. Thefirst
synchronous census was conducted in 1881. Since then the Office of the Registrar
Genera and Census Commission has conducted surveys every ten years without break.
Census of India, 2001 is the fourteenth Census in the continuous series and sixth since
India got Independencein 1947. Censusin Indiais conducted under the provisions of the

Census Act, 19481

India consists of 35 states and union territories, which consist of 593 districts, and
more than 5564 Taluks (sub-districts), 5161 towns, and over half amillion villages
(640,000). According to the 2001, Census, India s population was 1,028, 737, 436 (102.9
crores).> There are 531 million males and 496 million females. Viewed globally, India
constitutes 16.9 percent of world' s population and 2.4 percent of the global land area.
Currently (2009) India's population is estimated at 114.7 crores.® Indiais a country of
striking demographic diversity. Substantia differences are visible between statesin
achievement of basic demographicindices. This hasled to significant social and
economic disparity within and between states. Thereis aready a“North-South
Demographic Divide’ as Professor Asish Boserightly termsit. Infact, all the Southern
states namely Kerala, Tamil Nadu, Andhra Pradesh and Kanartaka are doing well,
whereas in the four large states namely Bihar, Uttar Pradesh, and Madhya Pradesh and
Rajasthan growth rates continue to be low and are lagging far behind. Punjab, Orissa and
West Bengal account for nearly 29 percent of the country’s population with 141 million

peoplein 2001. The performance and demographic outcomes of these states will
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determine economic growth within its population, and influence how Indiawill achieve
growth in the coming decades.
Chapter six focuses on the perceived normative changes in governance in Punjab, Orissa

and West Bengal.

L The magnitude and sheer size of the population and its growing divergence has made the Indian census
one of the single largest administrative exercisesin the world. The 2001 census involved participation of
two million enumerates and supervisors counting more than one billion people in two hundred and twenty
million households.

22001 Census of India “Population Report.”

3 Ali, Almas Dr. and Nihar Ranjan Mishra. “Demographic Transition in Punjab, Haryana and Himachal
Pradesh: Issues and Challenges for Population Stabilization” Population Foundation of India, 2009.
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Demographic Data Collected for Each Individual in the Survey

The demographic data collected for each individual in the survey presented in this
study is based on the processing and tabulation of actual data captured during fieldwork
conducted in 2008, and completed in December of the same year. The demographic data
was captured on the individuals surveyed, which included in rank on the caste or tribes of
respondents by age and sex at the state, urban and rural levels. Other variablesincluded
primary language and area of work.

To determine whether we would find arelationship in the sample, p-values were
calculated for each variable using a Monte Carlo randomized test. The assessments are
not representative of the region asit’s a convenient sample, of which only five of
Punjab’ s seventeen districts (29 percent of the state), six of Orissa sthirty districts (20
percent of state), and, four of West Bengal’s elghteen districts (22 percent of state) were
generally covered by the survey.! Readers should, therefore, interpret the assessment
with caution. Within each state, respondentsin rural and urban areas were determined by
distributing surveys to similarly place officials and conducting interviews through
intermediary contacts devel oped in each state, where existing study subjects are
sometimes used to recruit more subjects into the sample.

Since political factors have influenced nearly every area of governance, in some form,
this section offers a brief review on the important facets of the demographic indicators on
the political scene. To begin, Table 1 and 2 bel ow, summarize the background and

demographic data collected from each individua in the survey.
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Table 1: Frequency for Background and Demographic Variables

Age Sex Region Religion Caste/Tribe
15-24: 2 (2%) F: 26 (28%) Orissa: 31 (33%) Christian: 3 (3%) Caste: 41 (44%)
25-34: 17 (18%) M: 67 (72%) Punjab: 32 (34%) Hindu: 65 (70%) DK*: 2 (2%)
35-44: 27 (29%) WB: 30 (32%) Muslim: 3 (3%) No C/T**: 7 (8%)
45-54: 24 (26%) Other: 6 (6%) None: 21 (23%)
55-64: 13 (14%) Sikh: 12 (13%) OBC: 6 (6%)

65 and over: 8 (9%) No Answer: 4 (4%) Tribe: 3 (3%)

No Answer: 2 (2%) No Answer: 13 (14%)

*DK=Don't Know **No C/T= No Caste/Tribe

Table 2: Frequency for Background and Demographic Variables

Home City Work City Language Work Area
Rural: 29 (31%) Rural: 23 (25%) Bengali: 30 (32%) NGO: 31 (33%)
Urban: 61 (66%) Urban: 67 (72%) Other (Oriya): 24 (26%) Academic: 20 (22%)
No Answer: 3 (3%) No Answer: 3 (3%) Punjabi: 18 (19%) Government: 14 (15%)
Hindi: 16 (17%) Business: 10 (11%)
English: 2 (2%) Int'l Org: 4 (4%)
Other: 2 (2%) Other: 13 (14%)
No Answer: 1 (1%) No Answer: 1(1%)

Age and gender of respondents
The success of the economic liberalization reforms process depends, in part, on
the performance of major agents including government, and the effectiveness of various

public action programs. In other words, public intervention is judged primarily by their
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impact on different social groups, particularly vulnerable sections. This survey has taken
the age and gender of respondents, as an important basis for uniform and unambiguous
data on the demographic profile of study respondents. Age and gender provides an
important dimension to the discourse on governance in India, and in the era of economic
reforms. They are widely used indicators with implications on other social variables. In
developed countries, where economic development is relatively high, age and gender are
favorable to vulnerable sections. Aswell, these indicators have implications for other
important variables, for example, gender and caste, gender religion, gender and caste,

gender and area of work, or gender and poverty.

Analyzing the age structure of respondents sampled in these three states shows
that the overall age group constitutes thirty-percent of respondents, between 35-44.
Twenty-six percent of the respondents are age 45-54. Nineteen percent were between 25-
34, and fourteen percent between the ages of 55-64. Nine percent was over the age of 65,
and another two-percent 15-24 (See Figure 1 below). The modal category for ageis 35-
44. Concentration of respondentsin this age group implies that the working population is

young.
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Age

100% /
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m25-34
m15-24

Figure 1: Age of Respondents, Health Governance Assessment Survey, 2008

Since the reforms, there has been little pressure across states to evenly expand
investments in health and social development across genders. Demographic reports for
example, often under-represent sex ratio and social progress, which is persistent in almost
all states.® A 1991 study conducted by Myron Weiner indicates that adult literacy is very
low, where only 64 percent for males and 39 percent for females are literate in the
country. In 2001, another study drew similar conclusions, with less than half adult
population is literate in the largest states (Rajasthan, Bihar, UP, Madhya Pradesh,
Andhra, and Orissa). In only four states did literacy exceed 60 percent: Gujarat (61
percent), Tamil Nadu (63 percent), Maharashtra (65 percent), and Kerala (90 percent).*
In Punjab, 64 percent of females over 7 years were literate and 76 percent of males. In
addition, West Bengal had 60 percent of females over 7 years literate, and 78 percent of

males.
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Bearing in mind these challenges, this survey has been careful to capture data on
gender. The overall regional differencesin gender of respondent’s expose some
underlying trends in the new political economy. For example, faced with afiscal crisis,
state officials have opted for retaining subsidies and in some states for reducing revenues
even if it meant cutting investments in social services.” Because states are spending a
smaller proportion of their budgets on core public services, the transfer of power to elite
members of the lower castes has had little impact on investment in human resources.
Nonstate actors lobbying for shifting resources from public sector enterprises to private

sector governance may then be a solution for change.

Figure 2 below shows a higher proportion of respondents were malesin all three
states. There were seventy-one percent (males) and twenty-eight percent (females) across
all three states. In Punjab: 59 percent males; 40 percent females. In Orissa: 73 percent

males; 23 percent females. In West Bengal: 80 percent males; 20 percent females.
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Figure 2: Gender of Respondents, Health Governance Assessment Survey, 2008

Scheduled castes, scheduled tribes and religion of respondents
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The decline of the sex ratio in India as awhole has not been at all even, between

different caste and communities. Specifically writes Dréze and Sen, the decline appears

to have been sharper among disadvantaged castes.® A detailed examination of this

development is complicated by the fact that pre-independence and post-independence

census reports use different caste classifications. Scheduled castes and scheduled tribes

are castes and tribes, which the Government of India officially recognizes as socially and

economically backward and in need of special protection from injustice and exploitation.

Article 341 of the Indian Constitution provides that the President may, with respect to

any State or Union territory, specify the caste, race, tribes or parts of or groups within

castes, races or tribes which shall for the purposes of the Constitution be deemed to be
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Scheduled castes in relation to that State or Union territory. Similarly, Article 342
provides for specification of tribes, tribal communities, parts of, or groups within tribes or
tribal communities, which are deemed to be for the purposes of the Constitution, the

Scheduled tribesin relation to that State or Union territory.”

Under the Constitution (Scheduled Castes) Order, 1950, however, no person who
professed areligion different from Hinduism was deemed a member of the Scheduled
caste® For example, every assigned member of the Ramdasi, K abirpanthi, Majhabi or
Sikligar caste and resident of Punjab, Patiala or East Punjab States Union, belonged to
their assigned caste whether they professed Hindu or the Sikh religion. Subsequently, in
September 1956, by an amendment, a Presidential Order of 1950 and in al subsequent
Presidential Orders relating to Scheduled castes, the population professing the Hindu and
Sikh religions was placed in the same footing with regard to the specification of
Scheduled castes. Later on, as per the amendment made in the Constitution (Schedul ed
Castes) Order 1990, the Hindu, Sikh, and Buddhist professing population were placed on

the same footing with regard to the recognition of the Scheduled castes.

In accordance with these provisions, it was imperative that this survey included
the list of Scheduled castes and/or Scheduled tribes for each state the surveys were
administered. All the constitutional amendments and caste or tribe classifications that
have taken place before the conduct of 2001 census was taken into account. Each
participant was asked to select from the list a caste or tribe that best matches his or her

background.®
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In figure 3 below, 86 percent of the overall survey respondents identified their
caste or tribe. Forty-three percent identified with a caste; two percent belonged to atribe;
six percent belonged to other backward castes (OBC); two percent of respondents did not
know of their caste or tribe; and, twenty-nine percent had no identification with these

constitutional classifications.
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Figure 3: Scheduled Castes or Scheduled Tribe of Respondents, Health Governance Assessment Survey, 2008
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Religion
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Figure 4: Religions of Respondents, Health Governance Assessment Survey, 2008

Religion is another important aspect of the socio-economic and political context
of India. Asdiscussed in Chapter three, the framework which emerges from India's
religious narrative, extracts a unigue political association from ideology, to create
formidable alliances, with governing agreements about imports, treaties to ensure just
conduct, and written terms of alliances for mutual defense.’® Each respondent was asked
to select his or her religion. Figure 4 above, indicates that overall ninety-three percent of
survey respondents identified with areligion. Seventy percent of al survey respondents
are Hindus. Thirteen percent of respondents are Sikhs. Seven percent selected other, and

three percent Muslim and Christian respectively.



219

Home-city and wor kplace-city of respondents
The survey aso accessed data to draw distinction between respondentsin rural
and urban areas. The unit of classification in thisregard is town for urban areas and
village for rural areas. Thisisthe exact same classification used in the 2001 Census of
India, where the definition of urban area adopted is as follows:
1. All places with municipality, corporation, and notified town area committee;
2. A place satisfying the following three criteria simultaneously: a minimum
population of 5,000; at least 75 percent of male working population engaged
in non-agricultural pursuits; and, a density of population of at least 400 per
square kilometers (1,000 square miles).**
Rural areasis classified as places, which as per the 1991 census, have a population of
4,000 and below, and the working population largely engaged in agricultural activity.

The exact same classification was used in this study as well asin the last reported 2001

Census.
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Figure 5: Home City of Respondents, Health Governance Assessment Survey, 2008

Asfigure 5.0 above indicates, sixty-nine percent of respondents overal identified

their home city to be in an urban area. Thirty one percent of respondent’s home city is
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located in arural area. It isimportant here to note that the rate of urbanization in some
states have progressed faster than other states, since the reforms. According to the 2001
Census, in West Bengal, for example, urbanization slowed and was lower than Indiaas a
whole. However, in this unique case, thereis avery high concentration of slum
population. In this survey, more people selected home city as urban area, but many
participants were actually interviewed in the slums of Kolkata or Howrah districts of
West Bengal, which verifies the metropolitan-centric growth or urbanization.'?
Combining these facts together, it would perhaps not be wrong to conclude that there

persists inequality in the distribution of urban amenities and infrastructure despite the

reforms.
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Figure 6: Work Place City of Respondents, Health Governance Assessment Survey, 2008

According to the 2001 Census, towns with populations of 1, 00,000 and above are
called cities. However, apart from this framework, cities are sometimes treated as urban

outgrowth of towns or termed urban ‘Under Agglomerations.’*® For example, urban
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outgrowths are considered railway colonies, university campuses, and port areas, military
camps that may have come up near a statutory town or city but within the revenue limits
of avillage or villages contiguous to the town or city.** Each such individual area by
itself may not satisfy the demographic criterialaid out above to qualify to be treated as an
independent urban city, but deserve to be clubbed with the towns as a continuous urban
spread. Thus, work place city, wherever presented in this analysis, aso include data for

outgrowths of such towns.

In figure 6 above, respondents were asked to identify their place of work as either
urban or rural area. Overal, seventy-six percent of survey respondents work in an urban

area. Twenty-two percent work in arural area.

Primary language and area of work of respondents

The most important language for national political and commercial
communication is Hindi, which is the primary tongue of 30 percent of the peoplelivingin
al India. English iswidely spoken, but there are 14 other official languages including
Bengali (West Bengal), Oriya (Orissa), and Punjabi (Punjab). Of the three states, visited
Hindustani is another popular variant of Hindu/Urdu spoken widely throughout northern
India but is not an official language. The primary language spoken by respondent has
implications for other important social variables, for example, caste or tribe, workplace or
home city, and sometimes religion. It also provides important insights into social

development of communities, cities, and states.
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Primary Language
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Figure 7: Primary Languages of Respondents, Health Governance Assessment Survey, 2008

In figure 7 above, seventeen percent of respondents overall selected Hindi as their
primary language. Twenty percent selected Punjabi, thirty one percent selected Bengali,
and twenty-seven percent selected other, which in this study includes Oriya. One-percent

of respondents overall selected Gujarati as their primary language.

The area of work is defined as participation in any economically productive
activity with or without compensation, wages or profits. Such participation may be
physical and/or mental in nature. Work generally includes part or full time help or
unpaid work on farm, family enterprises, or in any other economic activity. All persons
engaged in work as defined here, are workers. Persons engaged in cultivation or milk

production even solely for domestic consumption are also treated as workers.™
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Area of Work
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Figure 8: Area of Work of Respondents, Health Governance Assessment Survey, 2008

In figure 8 above, thirty-three percent of respondents overall identified their area
of work as NGOs. Twenty-one percent of respondents work within an academic
institution and fourteen percent work with government. Three percent of respondents
work in the media, eleven-percent identified area of work as business, and, three percent
work with areligious group. Four percent work with an international organization, and

nine percent of respondents selected other.

In summary, this datais expected to be a useful ready reference document for
scholars who are interested to know the basic profile of individuals whose area of work
includes: government, nongovernmental organizations, multinational corporations,

media, business, religious groups, academic institutions, and international organizations.
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! Convenience sampling, sometimes known as opportunity sampling, is a type of non-probability sampling
which involves the sample being drawn from that part of the population which iscloseto hand. That is, a
sample population selected because it is readily available and convenient. Generally, using such a sample,
commentary and interpretation for the results cannot scientifically generalize about the total population
because it would not be representative enough. Convenience sampling does not make inferences about
larger populations but rather studies the relationships that exist in a unique sample.

2 See also Chapter Two, Research Design.

3 Weiner, Myron “The Regionalization of Indian Politics and its Implication for Economic Reform” in
Indiain the Era of Economic Reforms (Edited by Jeffrey D. Sachset.al.). New Delhi: Oxford University
Press, 1999. p. 284.

* Dréze, Jean and Amartya Sen. India: Development and Participation. New Y ork: Oxford University
Press, 2002. p. 84.

® Weiner, Myron “The regionalization of Indian politics and itsimplication for economic reform” in India
in the Era of Economic Reforms (Edited by Jeffrey D. Sachset.al.). New Delhi: Oxford University Press,
1999. p. 285.

® Dréze, Jean and Amartya Sen. India: Development and Participation. New Y ork: Oxford University
Press, 2002. p. 241.

" Congtitution of India, 1950, Amendments to 1947 Articles 341 and 342.

8 Congtitution of India, 1947: Article 341 and 342.

® The Government of India has no Scheduled tribes list for the States of Delhi and Punjab however, the
same list was presented to study participant in Punjab.

19 Aristotle. Politics, translated by Ernest Barker. New Y ork: Oxford University Press, 1995. p. 104.

1 Census of India, 2001, “Primary Census Abstract.”

12 1n the West Bengal districts of Birbhum, Bankura, Nadia, Uttar and Dakshin Dinajpur urban population
to the total increased exponentially in 2001, as compared with 1991. See also D. Bannerjee's “Chapter 1:
Structural Change” in West Bengal State Development Report, 2007. Kolkata: Government of West
Bengal. p. 9.

13 See Census of India, 2001 “Primary Census Abstract.”

14 The same definition used in the 2001 Census of India was adopted to give data relevance for general
comparisons.

1> See Health Governance Assessment Survey, Appendix || for section on “Area of Work”
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