


Although these results suggest that parochial politics does not necessarily imply bad governance,
they need to be placed in the appropriate perspective. Although the sub-caste may be able to
control the leaders it nominates at the ward level, it will have less influence at higher levels of
government where a single sub-caste is rarely dominant. The negative effect of caste-identity politics
on leadership selection and outcomes has been documented at the state level in India and similar
negative outcomes have been associated with parochial politics in other parts of the world. Moreover,
the elected representative in a caste equilibrium is answerable to the social group she belongs to and
so her choices will be aligned with the preferences of the median voter in her caste rather than
the median voter in the constituency. The welfare consequences of a caste equilibrium are thus
ambiguous. Caste politics is a second-best solution and, ultimately, there is no perfect substitute for
well functioning political institutions (parties) in a competitive democratic system.

Finally, our results shed new light on the efficiency consequences of political reservation in India.
Randomly-assigned caste reservation mechanically increases the commitment problem by inducing
exogenous turnover in the leadership. Reservation also reduces the likelihood that a caste equilib-
rium will emerge in any constituency, exacerbating the commitment problem. The obvious equity
advantage of any reservation system is that it favors historically-disadvantaged groups. The multiple
sources of inefficiency that we identify in this paper, however, suggest that a more systematic ap-
praisal of the costs and the benefits of political reservation in India may be warranted. One notable
exception to this qualified assessment of the reservation system is quotas for women. This particular
reservation scheme does not adversely affect the probability that a caste equilibrium will emerge and
we find that women leaders are significantly more competent than men in that equilibrium. To the
extent that the historical lack of participation by women in local politics was based on underestimates
of their competence, the reservation system has uncovered a new set of especially competent, and

now experienced, leaders.
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Table 1: Sources of Support for Elected Ward Representatives

Source of support: within village outside village
)] 2

From caste 82 29

From religion 28 13

From wealthy individuals 38 --

From a political party -- 41

The statistics are computed over the last three local governments in each ward.

Each statistic reflects the percent of leaders who received support from a given source.



Table 2: Share of the Most Numerous Eligible Caste in the Ward

Type of election: Open SC ST OBC

(@) @ (€) 4)

Panel A: Distribution of shares

25 percentile 0.42 0.14 0.16 0.20
50 percentile 0.60 0.33 0.57 0.41
75 percentile 0.85 0.65 0.95 0.69

Panel B: Fraction of wards
where share exceeds

0.3 0.92 0.52 0.67 0.63
0.4 0.79 0.46 0.61 0.53
0.5 0.67 0.37 0.52 0.44
Total number of observations 1,973 373 187 769

SC=scheduled caste, ST=scheduled tribe, OBC=other backward caste.
Information on reservation and election outcomes is obtained for three terms in each ward.



Table 3: Fraction of Households in the Ward Receiving Public Goods in each Term

Type of election: Open SC ST OBC
(@) 2 (€) 4
Water 0.69 0.73 0.78 0.72
(0.40) (0.39) (0.71) (0.39)
Sanitation 0.42 0.42 0.55 0.42
(0.46) (0.46) (0.47) (0.46)
Roads 0.69 0.72 0.74 0.73
(0.41) (0.40) (0.41) (0.39)
Telephones 0.07 0.12 0.08 0.10
(0.24) (0.30) (0.25) (0.28)
Electricity 0.14 0.20 0.17 0.20
(0.34) (0.38) (0.36) (0.38)
Street lighting 0.16 0.19 0.19 0.22
(0.36) (0.38) (0.39) (0.40)
Number of observations 1,704 373 176 619

Means and standard deviations (in parentheses).

SC=scheduled caste, ST=scheduled tribe, OBC=other backward caste.

Statistics are based on the last three terms in each ward.



Table 4(a): Public Goods Demand Parameters

Dependent variable:

public good provision

Specification: no reservation interactions reservation interactions
managerial/ managerial/
Pivotal characteristic: land value professional education land value professional education
occupation occupation
(€] 2 3) “ (©) O]
Water intercept 0.57 0.58 0.55 0.54 0.54 0.51
(0.02) (0.04) (0.02) (0.02) (0.04) (0.03)
Sanitation intercept 0.31 0.34 0.31 0.29 0.32 0.28
(0.02) (0.04) (0.02) (0.02) (0.04) (0.02)
Roads intercept 0.54 0.57 0.56 0.51 0.53 0.53
(0.02) (0.04) (0.02) (0.02) (0.04) (0.03)
Electricity intercept 0.09 -0.03 0.08 0.08 -0.03 0.07
(0.01) (0.03) (0.01) (0.01) (0.03) (0.01)
Street lights intercept 0.09 -0.03 0.09 0.08 -0.03 0.08
(0.01) (0.03) (0.01) (0.01) (0.03) (0.01)
Pivotal char. - water 5.76 -0.02 2.82 5.57 -0.02 3.67
(4.43) (0.04) (3.31) (4.26) (0.04) (3.20)
Pivotal char. - sanitation 2.20 -0.04 -1.05 2.07 -0.04 -0.24
(4.85) (0.04) (3.49) (4.58) (0.04) (3.33)
Pivotal char. - roads 24.50 -0.005 -1.22 23.60 -0.004 -0.01
(5.47) (0.04) (3.55) (5.22) (0.04) (3.40)
Pivotal char. - electricity -17.70 0.10 -4.44 -16.50 0.09 -3.64
(3.21) (0.03) (2.62) (3.04) (0.03) (2.49)
Pivotal char. - street lights -6.44 0.12 -3.19 -5.87 0.11 -2.37
(3.50) (0.03) (2.65) (3.28) (0.03) (2.51)
all pivotal char.-goods=0
(F-statistic) 17.00 10.68 2.32 14.62 12.99 2.49
(p value) 0.00 0.00 0.04 0.00 0.00 0.03

Standard errors in parentheses are robust to heteroscedasticity and clustered residuals within each ward-term.

The dependent variable is computed as the fraction of households in the ward who received a given public good in a given term.
Public telephone is the excluded local public good.
The pivotal characteristic is the median in the ward (most numerous caste) when a caste equilibrium is assumed to be absent (present).

Land value is measured in thousands of Rupees. Coefficients on land value-goods in Columns 1 and 4 must be divided by 10°.

Managerial/ professional occupation takes the value one for business, farming, and professional occupations
zero for agricultural labor, skilled labor, unskilled labor, technician, and housewife.

Education is measured as years of schooling. Coefficient on education-goods in Columns 3 and 6 must be divided by 10°.

All regressions include ward fixed effects, term dummies and the election year.
Competence parameters are reported in Table 4(b).



Table 4(b): Leadership Competence Parameters

Dependent variable: public good provision
Specification: no reservation interactions reservation interactions
managerial/ managerial/
Pivotal characteristic: land value professional  education land value professional education
occupation occupation
)] 2 3) “4) 3 (©)
Theta 0.13 0.16 0.17 0.15 0.20 0.19
(0.03) (0.03) (0.03) (0.05) (0.05) (0.05)
SC -- -- -- 0.08 0.12 0.12
(0.05) (0.05) (0.05)
ST -- -- -- 0.09 0.11 0.13
(0.07) (0.08) (0.08)
OBC -- -- -- 0.09 0.09 0.08
(0.05) (0.05) (0.05)
Woman -- -- -- -0.02 -0.001 -0.02
(0.04) (0.04) (0.04)
SC x Theta -- -- -- -0.02 -0.09 -0.04
(0.08) (0.08) (0.08)
ST x Theta - -- -- 0.09 0.04 0.02
(0.10) (0.10) (0.10)
OBC x Theta -- -- -- -0.05 -0.05 -0.04
(0.06) (0.06) (0.06)
Woman x Theta -- -- -- 0.10 0.08 0.10
(0.05) (0.05) (0.05)

all caste dummies=0
(F-statistic) - - -- 0.79 1.57 1.93
(p value) 0.50 0.19 0.12

all caste dummies-caste
equilibrium=0

(F-statistic) - - - 0.53 0.23 0.38
(p value) 0.66 0.88 0.77

R? 0.37 0.36 0.36 0.37 0.36 0.36

Number of observations 14,270 14,215 14,255 14,270 14,215 14,255

Standard errors in parentheses are robust to heteroscedasticity and clustered residuals within each ward-term.

The dependent variable is computed as the share of the households in the ward who received a given good in a given term:
clean water(1), sanitation(2), improved roads(3), electricity(4), street lights(5). Public telephone is the excluded category.

The pivotal characteristic is the median in the ward (most numerous caste) when a caste equilibrium is absent (present).

Land value is measured in thousands of Rupees.

Managerial/ professional occupation takes the value one for business, farming, and professional occupations
zero for agricultural labor, unskilled labor, skilled labor, technician, and housewife.

Education is measured as years of schooling.

Reservation categories are SC, ST, OBC, and woman.

All regressions include ward fixed effects, term dummies and the election year.



Table 5: Characteristics of Pivotal VVoters and Elected Ward Representatives

Election type: Open SC ST OBC
@ 2 3 @
Panel A: Median individuals
Land value 94.80 47.35 63.35 94.76
(173.19) (105.85) (182.02) (157.49)
Managerial occupation 0.34 0.33 0.40 0.42
(0.47) (0.47) (0.46) (0.49)
Education 4.46 3.53 3.30 4.03
(3.76) (3.59) (3.65) (3.36)
Panel B: Male elected representatives
Land value 99.55 81.50 58.36 83.21
(23.69) (20.16) (19.91) (15.23)
Managerial occupation 0.75 0.38 0.82 0.72
(0.43) (0.49) (0.38) (0.45)
Education 7.42 6.01 5.30 7.05
(4.43) (4.49) (3.99) (4.30)

Panel C: Female elected representatives

Land value 95.61 43.01 31.50 62.44
(30.23) (10.10) (40.86) (91.83)

Managerial occupation 0.10 0.32 0.05 0.54
(0.30) (0.47) (0.22) (0.50)

Education 3.23 5.78 222 4.72
(3.83) (4.39) (2.05) (4.17)

All characteristics in Panel A are measured as the median value in the ward for the relevant caste category.
The means (standard deviations) of these characteristics across all wards are reported in the table.

Leaders' occupation and education is obtained for last three terms in each ward.

Information on land value is based on all candidates in the ward over the last two terms.

Information on the landholdings of elected representatives was not collected

Land value is measured in thousands of Rupees.

Managerial occupation takes the value one for business and farming and zero for

professional occupations, agricultural labor, skilled labor, unskilled labor, technicians, and housewife.
Education is measured as years of schooling.

SC=scheduled caste, ST=scheduled tribe, OBC=other backward caste.



Table 6: Leadership Selection Estimates

Dependent variable:

leader's characteristics

Characteristics measured by: managerial occupation log(land value) education
Leader's gender: male female male female male female
(@) 2 3) “ 6) ()
Caste equilibrium 0.16 -0.17 3.33 -8.12 0.68 -1.36
(0.07) (0.15) (1.18) (3.26) (0.61) (3.59)
SC reservation -0.06 -0.31 0.96 -8.98 -0.99 -0.41
(0.16) (0.15) (1.13) (1.41) (0.55) (2.21)
ST reservation -0.02 -0.10 2.96 -- -1.73 -1.07
(0.09) (0.23) (1.48) (0.84) (4.22)
OBC reservation -0.03 0.17 -0.12 -5.10 -0.37 1.87
(0.04) (0.11) (0.78) (2.84) (0.37) (2.19)
R’ 0.29 0.49 0.27 0.29 0.24 0.24
Number of observations 2,170 1,109 1,680 917 2,158 1,099

Standard errors in parentheses are robust to heteroscedasticity and clustered residuals within each ward-term.

Female refers to elections reserved for female leaders and male refers to all other elections.
All regressions include ward fixed effects, term dummies and the election year.
All regressions include 0.25, 0.50, and 0.75 quantile of potential leader distribution as regressors.

Caste equilibrium is a binary variable that takes the value one if the share of the most numerous caste in the ward exceeds 0.5, zero otherwise.

Managerial occupation takes value one for business and farming,

zero for profesional occupations, agricultural labor, skilled and unskilled labor, technicians, and housewife.

Land value is measured in thousands of Rupees.
Education is measured as years of schooling.

SC=scheduled caste, ST=scheduled tribe, OBC=other backward caste.
Leaders' occupation and education is obtained for last three terms in each ward.

Information on land value is based on all candidates in the ward over the last two terms.
No elections were reserved for women and ST in our wards over the last two terms.



Table 7: Shape of the Leader Characteristic - Share Relationship: test statistics

Leader characteristic: managerial occupation log(land value)
(€] 2

Hy: A=A,=0, share<0.5 0.16 0.13

Hy: A=A,, share<0.5 0.13 0.92

Hy: A43=24=As=0 , share>0.5 0.04 0.01

Hy: 2=A=A\s, share>0.5 0.94 0.27

Statistics in the table are p-values.

D,=1if S;; lies in the 0.20-0.35 interval.

D,=1if S; lies in the 0.35-0.50 interval.

D;=1if S;; lies in the 0.50-0.65 interval.

D,=1if S; lies in the 0.65-0.80 interval.

Ds=1 if S;; lies in the 0.80-1.00 interval.

A1-As are the corresponding coefficients on the share-dummies.



Table 8: Leadership Commitment Estimates

Dependent variable:

public good provision

Threshold for caste equilibrium: 0.3 0.4 0.5
)] 2 (€)] “4) &) (6
Woman - water -0.018 0.009 -0.012 0.012 0.003 0.005
(0.039) (0.017) (0.028) (0.019) (0.024) (0.020)
Woman - sanitation -0.043 0.020 -0.007 0.017 -0.014 0.024
(0.049) (0.019) (0.033) (0.020) (0.027) (0.022)
Woman - roads -0.105 0.034 -0.010 0.027 -0.021 0.038
(0.050) (0.018) (0.033) (0.020) (0.028) (0.021)
Woman - electricity 0.136 -0.006 0.053 0.003 0.037 0.004
(0.045) (0.014) (0.030) (0.015) (0.024) (0.016)
Woman - street lights 0.094 -0.001 0.075 -0.005 0.069 -0.008
(0.046) (0.015) (0.030) (0.016) (0.024) (0.017)
Caste equilibrium in the ward No Yes No Yes No Yes
All woman-goods=0
(F-statistic) 2.80 0.89 1.63 0.50 1.77 0.82
(p value) 0.02 0.49 0.15 0.77 0.12 0.53
R’ 0.43 0.43 0.42 0.44 0.41 0.46
Number of observations 3,095 11,140 4,525 9,710 5,975 8,260

Standard errors in parentheses are robust to heteroscedasticity and clustered residuals within each ward-term.

The dependent variable is computed as the share of households in the ward who received a given good in a given term.

Public telephone is the excluded good.

Woman dummy equals one if the leader is a woman, zero otherwise.
A caste equilibrium is assumed to be present if the share of the most numerous caste in the ward exceeds the threshold.
Reservation includes SC=scheduled caste, ST=scheduled tribe, OBC=other backward caste, and Open.
All regressions include ward-reservation fixed effects, term dummies, the election year, and a full set of public goods dummies.





