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Abstract:

While developing countries have undergone waves of decentralization, motivated by
the scope for strengthening accountability and participatory democracy, progress may
be held up by bureaucratic inefficiency, office holder misconduct or other institutional
weaknesses. We replicate such a real-world environment in a controlled lab setting
with politician participants in rural India, and provide new evidence on how political
decentralization works. Using a modified dictator game, we mimic steps towards
political decentralization by varying treatments across anonymity and a promise.
With anonymity and no promise, politicians behave selfishly, but distribute small
amounts when forced to make an upfront promise. With personalized interaction and
no promise, they give around one third of their endowment. In the personalized
interaction, promise treatment, politicians promise and distribute half of their
endowment. Our findings shed new light on how and why political decentralization
can reduce inequality and improve citizen welfare
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