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Introduction


	The problem with the neo-classical (NC) model is its innocence to the complexities of real life. In “real” life, there is inequitable and often non-voluntary exchange, existence of condign power (Galbraith,1983:14), and the powerful role of the state including its critical decision whether or not to intervene in the market . Krueger (1990:21) points out that “economists have demonstrated an incredible naiveté with regard to government behavior”, by considering the government to be a “fictitious device” (Bhagwati: 217). In its simplicity, the NC model allows for tax collection by government, but thereafter this tax is assumed to be wasted. There is also its utter ignorance of  the play of values in real life, such as its ignorance of why people vote, why externalities are not treated the way the NC model predicts (Wildavsky, 1993), and so on.


	There is obviously much more to the state than mere collection of  income tax or even imposition of a Pigovian tax. To many classicals such as Adam Smith (1976, 1776:Book V, Chapter I) and J.S.Mill (1987,1909:Book V), a well-oiled and organized state was a pre-requisite to the “frictionless” market system, even assuming that no externalities exist. But to the NC economist today, the bureaucrat looms as a mysterious apparition: the bureaucrat’s behavior is inexplicable and confusing. Ideally, he should be entirely neutral - having no personality of his own, thus participating in the fiction of the government. Public Choice (PC) theorists - elaborating on the NC model - do admit the personality of the bureaucrat, but allow him only a restricted set of maximizing behaviors - preferably carried out one at a time with complete knowledge of what is being maximized. Unfortunately, as we shall see, the bureaucrat does not meet these predictions. The reality is that the bureaucracy still obeys some “higher” virtue, and where it does not, we, the people (including presumably the NC and PC economists), still feel a pinch of anger at the “dishonesty” which is practiced. If pure selfishness or opportunistic behavior (Magill: 1995) is a norm, as the NC model would make us believe, then why would we classify such behavior as deviant?


	It is only by considering the more flexible concept of metapreferences and their change, that we begin to trace out historical trends in the values of bureaucrats and explain their behavior more satisfactorily. This can be termed as the dynamic historical-managerial-evolutionary approach to the analysis of the political economy, as contrasted with the simple NC approach where no evolution of preferences is allowed. Being non-trivial, this approach is beset with complexities. As Braibanti (p.143) said: “the enormity of the task of tracing the flow of values and the interaction  of institution, structure, and participants ... is immediately apparent”. It is also exceedingly difficult to come to a “purely scientific” conclusion on a subject such as this. This paper will therefore be only of an exploratory nature, and shall not hesitate to use multi-causal explanations wherever necessary.





Role of IAS officers in the economic development of India


	The setting for this paper is India. The bureaucrat being referred to is the officer belonging to the Indian Administrative Service (IAS) (for details on the service, including the Indian Civil Service (ICS), its predecessor: see Woodruff (1964) and Taub (1969), for instance).  The ICS - the steel frame of the British Empire in India - “began on the pattern established by the administrative system of the Moghul rulers, whom the British replaced in India”, and “enabled India’s colonial rulers to maintain power in India with only a handful of men for more than 150 years” (Taub: 6, 191). The ICS was then inherited by independent India and renamed as the IAS.


	It was due to the political support of Patel, the first Home Minister of India, as well as of Nehru, the first Prime Minister, that the IAS was able not only to retain its pre-eminent position but also to penetrate new areas of influence such as  control over major public sector corporations. It was helped in this endeavor by the shortage of skilled managerial manpower at the time of independence, by virtue of its reputation for honesty and excellence, as well as by virtue of its close contact with the political elites. There was, in a very real sense, no alternative to the service at that time.


	The promotion of economic development by the state requires three crucial steps: (a) acceptance of a theoretical paradigm of development by the state, (b) design of appropriate policy, and (c) implementation of policy. In 1887, Woodrow Wilson distinguished between the roles of the bureaucracy and politics. He felt that politics is the practice of policy formation, whereas administration is purely that of policy execution. But, as Jackson (1983:216) rightly stated, this is an “extremely romantic and idealized view of the bureaucrat and the bureaucratic process”. Given the strength of the bureaucracy in India, and the weakness of the nascent pluralist democratic institutions at the time of independence, the IAS was quickly able to “hijack” all these three roles to itself, by virtue of its well-oiled machinery and control over information, and was thus able to persuade the politicians to allow it to take upon itself the responsibility of  “managing” the Indian economy. 


	Interestingly, in its role in the promotion of policy paradigms, the IAS has not always been status-quoist. Some of the earliest and staunchest supporters of liberalization in India were the bureaucrats. “Within the government, report after report put together by bureaucrats and specialists had, since the 1970s, been recommending liberalization of one or another aspect of the economy”(Kohli:312). At the design level, of course, the IAS gets to design the details of policy. Finally, the process of  implementation of policy vests entirely with the bureaucracy. Thus the role of the IAS is intimately linked to the economic development of India.


	There is no doubt that values enter the picture at each of these three stages, but it is at the implementation level that values affect the common man, and hence become problematic. In fact, “the entire implementation mechanism [of economic policy in India has been] based on the hope that civil servants would use their discretion in an enlightened manner” (Dutta-Choudhuri, 1990, 30). Unfortunately, as we shall see, this hope has often been belied - particularly in the last couple of decades.














Values in development 


	The distortions which take place in a developing economy are typically inefficiencies of the following kinds: mis-allocation of  resources including time, distortion of prices, distortion of incentives, increase in opportunistic behavior, and so on. A debate in the development literature has been about what is the basic cause of such distortions - bad policy or bad values. The NC view is that bad policy causes bad values, such as licensing leading to rent seeking behavior. But this conception does not quite explain the observed phenomena which we shall presently discuss.


	A more powerful perspective would be that changes in culture and social environment impact on values over time, and hence on policy. It has been demonstrated by Greif (1994) that entire institutions can behave differently depending on the cultural beliefs of the society. The causality here runs as follows: ( in culture ( ( in values ( ( in institutional objectives ( ( in policy. The focus in this paper is on values. Values, howsoever formed, affect the commitment (Sen, 1977) which a bureaucrat feels toward the development of his nation. Even a simple commitment toward hard work and national development, would over-ride much of the self-interest which NC models seek to extrapolate from. But if the commitment changes, then even an otherwise neutral policy might begin to appear “bad”.














Adverse consequences of negative values of the bureaucracy on development





	When Kulcsar speaks of deviant bureaucracies (1991:587), he is referring to the tendency of distortion from objectives caused by deviant values. We examine some of the typical areas where these deviant values influence development adversely. 


1.	Subservience (excessive obedience): Akerlof (1991) discusses this in detail. In the case of India, Rothermund (1993: 196) confirms that  “[t]he Indian people tend to look up to sarkar, the omnipotent government”. This leads to the special power wielded by the Indian bureaucrat. The consequences in terms of loss of creativity by lower functionaries are rather severe: in fact, the entire society in India faces this problem of lack of creativity - very few technological innovations have emerged from the cultural ethos of India.


2.	Racism/ Communal feeling / Casteism/ Politicization: The role of such values has been analyzed by Huntington (1993) and Kuran (1995), among others. In India, as Ali (p.315) points out,  “caste, language and religion are still very decisive factors in political affiliations; administrators always are divided into groups and cliques based on caste and language”. This statement was not entirely true in the early years of the IAS when most new recruits came from a common Westernized liberal Arts background. But after 1979, with a change in the Civil Service Examination system which de-emphasized the English language and Western deportment, there has been a turn for the worse as far politicization is concerned. Such tendencies lead to loss of confidence among the public in the neutrality of the administration and hence foster social discontent.


3.	Dishonesty/ corruption/ rent seeking/ DUP (directly unproductive activities, Bhagwati:1982). There have been some views that rent seeking improves the efficiency of an economy. Given the economic progress of Korea, it would not seem that the slush money accumulated by its politicians (such as ex-President Roh Tae-woo) has harmed its development, but by endowing monopolistic rights to some, it must have reduced output somewhere and raised prices. In any case, corruption clearly exacerbates inequality. One would agree with Myrdal who said, “I have yet to see convincing evidence that corruption [has] assisted economic development or strengthened political stability” (Gunnar Myrdal, in The Challenge of World Poverty, cited in Ali:247).


4.	Procrastination:  Akerlof (1991) analyzes this propensity among the bureaucracy in developing countries. An early exposition of the heavy costs associated with administrative delays and indecision is by Little, et al (1970). 





Values of the Indian Bureaucrat


	We are interested here in uncovering the “inner normative order” or “living law” (Northrop, cited in Braibanti, 137) of the Indian bureaucracy. This is a “formidable task which must use every available technique including survey research, content analysis, artifactual analysis, and phenomenological techniques such as ethnoscience and especially ethnomethodology” (Braibanti: 145). Not having the time to perform such analysis, we accept Braibanti’s determinants of values: a combination of scriptural and juridical sources, statutes and administrative rules, political party manifestos, learned writings, popular writings and commentary, legislative debates, executive messages, ecclesiastical manifestos, etc. (Braibanti: 138). To this list we can add many more, including the innate moral sense (Wilson, 1993). 


	The Western bureaucracy has been deeply affected by Machiavelli, who contended that persons who follow goodness eventually come to grief among the many who do not follow such a path (Gabris: 207). The Indian bureaucrat is no stranger to Machiavelli, and is equally familiar with Kautilya (or Chanakya), author of Arthashastra - written around 320 B.C. - who commented on the management of the polity in many ways similar to Machiavelli.


	On the other hand, positive values have been traditionally given considerable importance in the IAS. Lord Curzon emphasized the necessity of an ICS officer possessing a sound character, abilities and sense of duty (Kulcsar:592). The British also felt that “legislation outlawing the potentially corrupt practices was, by itself, pointless. Salaries had to be increased to place young men above temptation”(Taub:7). Today, during the entry level two-year training of the IAS officer at the Lal Bahadur Shastri National Academy of Administration, the officer is expected to develop a commitment to the society and nation, concern and empathy for the poor, and above all, intellectual and moral integrity. So deeply has this emphasis on character got embedded in the psyche of the IAS officer that it was virtually unheard of  in the earlier years of independence for an IAS officer to be corrupt. Even in 1969, Taub (p.142) stated that he would dispute anyone who said “that corruption is a serious problem in the Indian bureaucracy, or at least in the higher levels”. 


	We can therefore take these high standards of the IAS officer, as prevalent in the first twenty years after independence, as a benchmark against which changes which have taken place since then, can be compared.





Evolution of behavior and values in the Indian bureaucracy


	Metapreferences do not remain fixed. Gabris showed that “[w]hatever dominant value system exists at a given time defines the acceptable boundaries of ethical behavior, and those boundaries may expand, contract, and change depending on who has power and what they value”(Gabris:216). “It is history that most effectively reveals the time dimension of values in the system, illuminating the evolution of the value” (Braibanti: 136). We now look at cultural evolution and the flow of history to attempt to discern if changes in values have taken place.


	The facts. In the Indian bureaucracy, things have changed. In the “present condition of Indian public administration ... congruence between the norms and actual behavior is missing” (Kulcsar:593). Areas of decline observed by me during my twelve years in the IAS prior to coming the USA, including the stint at the Academy  where I had the opportunity of teaching and evaluating the new recruits to the service, are in terms of a grudging and reluctant acceptance of the “inevitability” of giving in to the whims of politicians, procrastination (possibly as a solution to politicization), demanding high dowries at the time of marriage, diminishing work ethic, tendency to evade responsibility, and in many cases the “creep” of the acceptance of the “inevitability” of corruption. The will to stand up and be counted, and to be firm, is no longer universally found. 


	 We take a look at two of these issues here: corruption in the sense of bribery, and participation in political misdemeanor.


1)	Corruption: Corruption is a vast and difficult topic. “How ... corruption is defined is filled with moral and philosophical issues” (Frederickson: 9). “The issue of corruption becomes even more clouded when we realize that within bureaucracies, it is not only money that can be used to compensate a pliant bureaucrat, but also other things like “access to villas and fishing lodges, free lunches, trips abroad, interest-free loans, gifts”(Breton, Wintrobe:26). The tolerance of  corruption also varies across societies (Frederickson pp.16 -17).


	A trend toward increased corruption seems to have developed world-wide, including in the USA, where “the level of government corruption has increased dramatically” (Frederickson: 6).  In India, as Prime Minster Rajiv Gandhi (cited in Kohli:5) pointed out, “corruption [in politics] is not only tolerated - but [is] even regarded as a hallmark of leadership”. This political corruption has percolated to the bureaucracy through the nexus built up between the business and political elites on account of rent seeking and sharing. Most business houses maintain liaison offices in New Delhi that “wine, dine, and probably bribe bureaucrats and senior politicians to facilitate licensing and access to other resources the government controls” (Kohli: 326). 


2)	Politicization: In India, the “interventionist democratic state has facilitated rapid political mobilization of various castes, classes, and religious and language groups” (Kohli:20). Politicians have achieved increased power by placing in the “better” posts, bureaucrats who are willing to bow to their wishes rather than to the dictates of their oath of allegiance to the Indian Constitution. This has led to some IAS officers taking partisan views and even helping out one political party at the expense of the others during elections. Politicization has also meant a rapid turnover of officers in the posts they hold and consequently, “there is little prospect of their exercising creative leadership” (Gupta:128). “Often two successive officers have taken diametrically opposing attitudes to specific programmes thereby causing enormous waste of  efforts” (Bhatnagar and Sharma cited in Ali:238).


	We are thus able to see that there has indeed been a decline, or an evolution, in key behaviors of the Indian bureaucracy, in comparison to the benchmark set up earlier.





Causes of this evolution 


	When we attempt to investigate the causes of this changing behavior, we find that the standard NC economic theory can help us only to a very limited extent. 


i)	Public choice explanation: PC theories make “specific assumptions about the objective functions of bureaucrats. ... In addition to size, budgets, discretion, prestige, and self-preservation, it has been suggested that security, the avoidance of risk or responsibility, secrecy, complexity, career promotion, leisure, internal patronage, and a bureaucrat’s personal conception of the common or company good are objectives of bureaucrats” (Breton, Wintrobe: 26). Tullock, a prominent PC theorist, with prior experience of being a bureaucrat in the US State Department, believes strongly that “regardless of role, the bureaucrat  responds to the rewards and punishments that he confronts”(Buchanan, cited in McLean: 760). 


	A prediction of this approach would be that, given fixed preferences, and considering that bureaucrats are optimizing over their personal benefits, if the wages and perquisites decline either in absolute or in relative terms (both of which have happened to the IAS in a big way), then the IAS officer would seek corrupt sources of income to the extent that he could go back to his original indifference curve, after compensating him for the risk of dismissal from service on being caught. Thus, given a risk-free opportunity of making extra money, every officer in the IAS would be corrupt.


	But the fact is that though there has been a definite increase in corruption in the IAS, even today, at least a majority of IAS officers continue to be strictly honest and live within their means. And this, despite being literally encouraged by the politicians to make the extra money. I admit here that I do not have data to support these crucial statements, and am forced to revert to my personal experience and dinner conversations with colleagues. But even a cursory glance at the actual behavior of bureaucrats world-wide would show that the PC explanation is inadequate.


ii)	Value-based explanation: On the other hand, if we consider the evolution of the values of the officers, compared to the benchmark of the tradition of honesty in the IAS, we find that it would explain both the deviations as well as the continuing honesty. 


	What is the mechanism of the evolution of the values? We use the dual personality model of Schelling (1984), of a bureaucrat torn between conflicting objectives (“the contest of self-command”), such as maximization of national power and wealth vs. personal and family wealth and welfare, commitment to colleagues vs. personal glory, social and media acceptance vs. search for truth and nobility, etc. Now, consider a bureaucrat who entered service 30 years ago, and was strictly honest at that time. We wish to trace out the changing pressures on him, and his possible responses. 


	He first of all finds that his opportunities or incentives, in the form of declining wages as determined by the socialist government, or in the form of career opportunities which are no longer determined on merit but by political affiliation, have changed for the worse. He finds that the privileges and status which he was used to are more and more dependent on the whims of the political leader to whom he reports. He is often expected to write press releases or Ministers’ speeches, and otherwise defend policy or programs which he knows are intended to further the material self-interests of the political executive or other senior bureaucrats. He finds that those who are conniving at (or even worse, actually participating in) corruption and nepotism, are able to provide continuity of education for their children, while his children are forced to move from school to school as he is transferred from place to place. Further he finds that the culture in which he lives is now more materialistic (a much misused word, but which is used here to describe the increased commercialization of social relations in the society), causing unexpected demands on him from his family members.


	In such a situation, if his values and commitments were originally very strong (at one end of the continuum), he would re-affirm his old values to himself, and tightening his belt or lowering his aspirations of material welfare, continue his earlier honest behavior. There would be a congruence between his personal and public values. He would fall under the silent majority of strictly honest IAS officers whose existence has remained a mystery to the NC model, since he would not exploit any rents available to him under the so-called “bad” policies discovered by the NC model. 


	In one kind of situation, however, even such an officer might display a behavior change. In a case when his vital interests are threatened, he might connive with the corrupt - a case of metapreference falsification (cf. Kuran), where he would revert to his earlier behavior as soon as the situation changed. This did happen in India during the Emergency in 1975 declared by Indira Gandhi, when officers, out of fear, carried out policies such as forcible sterilization of villagers - to which they would otherwise never have consented.  


	If his personal values were not very strong to begin with (somewhere along the middle of the continuum), his behavior would be susceptible to strong change. He might first of all begin with connivance with the corrupt. At such a time, his personal values might conflict with his public behavior, and he might feel a lot of tension. But if his personal values are weak enough and his estimate of public morality low enough, he would cross the threshold and shift his values to the extreme end, rationalizing that he is but an “ordinary human being”, doing what “everyone else” is doing. Thereafter his values as well as behavior would also permanently change, and he would vindicate the NC model by exploiting the opportunities offered by the so-called “bad” policies. 


	Intermediate cases are also possible, such as reducing the quantity of work he puts in (crowding out of intrinsic motivation, cf. Frey, 1993), delaying decisions where he knows that political self-interest is involved, or by escaping temporarily - such as proceeding abroad on study leave, or escaping permanently - by resigning from the service.


	We see that the success of historical-evolutionary explanation based on values lies in the fact that it explains the wide variety of observed behavior of the bureaucrats, which the PC (or NC) approach simply cannot explain. 





Conclusion


	The analysis in this paper can at best be said to be very tentative, being limited by space, time, and the availability of data. The crucial point is that once we admit, or recognize, that governments will not go away merely by our assuming them away, that bureaucracies are important determinants of development, both by their acts of  commission as well as by their acts of omission, that it is not just policies that are bad but that often, values make them so, and that moral integrity in the bureaucracy is thus essential to ultimately reach the stage of neutral policy implementation that Woodrow Wilson envisaged, then we would be prepared to consider institutional arrangements which would help eliminate corruption and reduce politicization. Increasing the salaries of officers to reduce pressures from within the family would be a step in the right direction, but most importantly, the option of whistle blowing, which is now available in many developed  countries, could be institutionalized to enable the anti-social politicians and bureaucrats to be exposed publicly for what they are (Frederickson p.80). 
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