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I. Introduction

Endemic lack of state capacity is one of the most challenging problems
facing many less developed societies around the world.! Though the in-
effectiveness of state institutions has complex historical and contempo-
rary causes ranging from institutional deficiencies to corruption and lack
of adequate resources, it becomes exacerbated as it undermines trust in
state institutions and belief in their ability to provide basic services. This
problem is further intensified as powerful nonstate actors step in to fill
the void, providing competing services such as protection, conflict reso-
lution, and broader public goods (for case studies in the context of vari-
ous Middle Eastern countries, see, e.g., Clark 2004; Harmsen 2010; Roy
2013). The shifting balance between state and nonstate actors may even
create a feedback cycle where state weakness leads to more interactions
with and greater trust in nonstate actors, which then fuels even closer as-
sociation with them and less engagement with the state.

Although this interplay between state and nonstate actors is plausible,
there is little direct evidence that the strength of nonstate actors derives
from the weakness of state institutions. Similarly, to the best of our knowl-
edge, there has been no investigation of whether deep-rooted mistrust in
state institutions can be redressed. In this paper, we study these issues
using relatively high-stakes lab-in-the-field experiments in rural Punjab,
Pakistan. Our study aims to shed light on two related questions. First,
we investigate whether providing (truthful) media-reported information
aboutimproved service delivery—in particular, reductions in the number
of pending cases in state courts—can change people’s beliefs and behav-
ior. We ask whether this information makes our respondents more willing
to use, interact with, and trust state courts. Second, and more pertinent to
the issue of potential feedback between state and nonstate institutions,
we investigate whether trust in state and nonstate actors is tightly linked
such that positive information about state courts makes our respondents
less willing to interact with competing nonstate actors and less likely to
have positive views about them—even though this information has no di-
rect relevance to the nonstate actor’s effectiveness and trustworthiness.

Singh, and Landin Smith for outstanding research assistance in Cambridge and Talha
Arshad, Zain Chaudhry, Taimur Farooq, Nadia Hasham, Kamran Niazi, Ahmed Raza, and
Neha Zaigham for outstanding research assistance in Lahore. This paper was funded
through support from the Abdul Latif Jameel Poverty Action Lab’s Governance Initiative,
as well as the Roy and Lila Ash Center for Democratic Governance and Innovation, the
Weatherhead Center for International Affairs, and the South Asia Institute at Harvard Uni-
versity. Data are provided as supplementary material online.

' A growing literature in political science, sociology, and economics emphasizes the cen-
tral role of state capacity for economic development (see, inter alia, Johnson 1982; Wade
1990; Amsden 1992), while weak and ineffective (“low-capacity”) states are often argued to
cause poverty, instability, and even civil war (e.g., Migdal 1988; Centeno 2002; Besley and
Persson 2009; Acemoglu, Ticchi, and Vindigni 2011; Herbst 2014).
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Pakistan is an ideal setting for such an investigation because of the well-
recognized weakness of state institutions and the associated low levels of
access to and trust in the state (Jackson et al. 2014; Cheema, Hameed,
and Shapiro 2017), as well as the critical role that various nonstate actors
have come to play in parts of the country, especially in dispute resolution
(see Chaudhary 1999; Siddique 2013, 2015; Gayer 2014; Shinwari 2015).
Ineffectiveness of state courts in Pakistan is one of the key dimensions of
state weakness and has spawned widespread discontent.” We focus on the
role of a major nonstate actor involved in the process of dispute resolu-
tion: the panchayat. Panchayats, comprised of groups of village elders
and other influential locals, are the primary alternative to state courts
in rural Pakistan. Notably, panchayats are outside of the formal judicial
system, base their rulings on cultural norms, and do not typically follow
laws promulgated by the Pakistani state.”

We use two approaches to measure behavior and attitudes toward
state and nonstate institutions. First, we collect survey information on
expected usage and assessment of state courts and nonstate dispute-
resolution forums such as panchayats. Second, we design lab games meant
to address concerns arising from using self-reported data and elucidate
different aspects of behavior toward these forums. Our respondents can
earn as much as PKR 550 (approximately USD 5.30 during the first round
of our study) in these games, equivalent to one and a half times the aver-
age daily earnings in our sample. The first game, which we call the fund
dictator game, is a version of the well-known dictator game in experimental
economics. It gives our respondents a choice between allocating a pot of
money between themselves and a fund that helps others access state
courts. They then make a similar decision for a fund that improves access
to panchayats using a separate pot of money. Thus, the fund dictator
game measures how much our respondents are willing to contribute to
others’ access to these two forums. Our second game, referred to as the

* This ineffectiveness has also generated support for nonstate actors, including the
Taliban. For example, in 2009, Taliban militants took control of parts of Pakistan’s frontier
province of Khyber Pakhtunkhwa (KP) and instituted parallel justice and administrative
systems based on sharia and funded through taxes they imposed on the population (Rana
2009; Rehman, Haider, and Zahid 2014). After the army retook control of the province, the
president of Pakistan established sharia courts as part of the settlement to end the conflict.
This was an acknowledgment of the discontent surrounding the state courts that had fu-
eled the Taliban’s rise (Walsh 2009; Siddique 2013).

* In contrast to panchayats in India, which are part of the local government structure,
the panchayat system in Pakistan is entirely outside of the control of the state and often
competes with it (Chaudhary 1999; Shinwari 2015; Siddique 2015). Like India, Pakistan’s
local governments have introduced provisions to enact local mediation bodies called
Musalihat-i-Anjuman. However, these bodies have not been institutionalized because local
governments have been periodically disbanded (Cheema, Khan, and Myerson 2010; Shin-
wari 2015).
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investment game, measures our respondents’ beliefs about the effectiveness
of the two forums. More specifically, this game asks our respondents to in-
vest money in a complainant’s case being addressed by either state courts
or panchayats, with the understanding that this investment will be repaid
depending on the effectiveness of the relevant actor. The game is framed
to evoke coinvestments that are familiar to rural households.

Our within-subject experimental design relies on first capturing base-
line behavior and beliefs and subsequently providing respondents with
information about reduced delays in state courts. We then measure how
this information changes their game behavior and responses. At baseline,
people report relatively low expected usage of state courts. Once people
receive this “state positive” (informational) treatment, we see a notable im-
provement in expected usage of these courts, indicating that the informa-
tion we provided is indeed believed. We also estimate fairly large direct ef-
fects on their allocations to the state in both the fund dictator and the
investment games—approximately a 15% increase over the baseline. These
direct impacts are not driven by social experimenter effects whereby our
respondents change their behavior because they think that this is what we
would like them to do. We verify this through two checks. First, we provide
a randomly selected sample with a statement that does not contain any
information about improved performance of state courts but is a clearly
stated opinion favorable to the state. There are no significant changes in
the allocations in the two games following this “social experimenter treat-
ment,” and there is a much smaller effect on self-reported expected us-
age. We then explicitly net out any such social experimenter effects and
still find large and robust impacts of the state positive treatment. Second,
we run a fully anonymized version of the fund dictator game where our
respondents understand that their individual allocations cannot be seen
by us or our surveyors. We show that our results are the same in this game,
thereby indicating that individual respondents’ behavior is not affected by
whether it is observed by the surveyors or the research team. Finally, we
further confirm the robustness of our results to a series of checks concern-
ing specification, data, and respondent comprehension. Overall, our re-
sults suggest that there is nothing hardwired about the lack of trust in
the state, as credible new information can trigger changes in beliefs and
behavior.

Our second set of results is more striking and novel. Consistent with
the notion that attitudes toward state and nonstate actors are tightly linked,
we find large and robust indirect effects. Following the positive informa-
tion about state courts (which provides no information on any nonstate ac-
tor), expected usage of panchayats declines and our respondents choose
significantly fewer (by about 10%) allocations toward panchayats in
both the fund dictator and the investment games. As before, these results
hold after netting out any social experimenter effects, are present in the
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anonymized version of the game, and are robust to a range of additional
data and specification checks.

Our preferred interpretation of these findings is based on “motivated
reasoning,” whereby individuals choose their behavior (such as usage de-
cisions and allocations) simultaneously with their beliefs.* Motivated rea-
soning enables us to capture the notion that individuals internalize the
norms and values of the institutions they are working with. In our con-
ceptual framework, belief choice affects the perceived expected utility
of the agent, but deviations from the full Bayesian benchmark are costly
because they distort behavior. This results in a complementarity between
behavior and beliefs: when an individual interacts (or expects to inter-
act) more with one type of actor, he has an incentive to distort his beliefs
to be more favorable to this type of actor. In this case, information about
improved performance of the state induces agents to use and contribute
more to state courts instead of panchayats, and as a result agents change
their beliefs in favor of state courts (because these are now used more
intensively) and against panchayats (because they are used less intensively).
Motivated reasoning also encapsulates the feedback cycle mentioned above:
the more the state is used, the more negative views about nonstate actors
become, and this further encourages the use of state institutions.

The most distinctive implication of motivated reasoning models is that
beliefs about the effectiveness of and general trust in nonstate actors
should deteriorate after positive information about state courts, even
though these have no direct relevance to the performance and effective-
ness of nonstate actors. To investigate this implication, we examine three
specific dimensions of beliefs about the effectiveness of state and non-
state forums—service effectiveness, which concerns the quality of the ser-
vice; enforcement effectiveness, which measures how well the judgment in
the relevant forum will be enforced; and access, which captures ease and
costs of accessing the forum. In addition, we measure our respondents’
(general) trustin the two forums. As a first-stage check, we first verify that
the state positive treatment improves our respondents’ (self-reported) be-
liefs concerning service and enforcement effectiveness, access, and trust

* Motivated reasoning refers to the possibility that individuals manipulate their own beliefs
cither for direct benefit or for strategic purposes. The theory of motivated reasoning in psy-
chology goes back at least to Festinger’s (1962) theory of cognitive dissonance and Bem
(1967). See also Kunda (1990), Edwards and Smith (1996), Jost et al. (2003), Kahan (2013),
Gilovich and Ross (2015), and Epley and Gilovich (2016) for more recent discussions, and
see Trivers (2011) and von Hippel and Trivers (2011) for an approach emphasizing the bene-
fits of motivated reasoning from an evolutionary viewpoint. One of the first applications of mo-
tivated reasoning in economics is Akerlof and Dickens’s (1982) use of ideas from cognitive dis-
sonance in occupation choice. For more recent contributions in economics, see Loewenstein
(1987), Rabin (1994), Caplin and Leahy (2001), Carrillo and Mariotti (2001), Bénabou and
Tirole (2002, 2004, 2016), Van den Steen (2004), Brunnermeier and Parker (2005), and
Ortoleva and Snowberg (2015).
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for state courts. We then turn to indirect effects and document that be-
liefs regarding effectiveness and trust concerning the nonstate forum de-
teriorate significantly following the positive information about state courts.
These results illustrate a powerful shift in our respondents’ views against
panchayats once they expect to interact less with this actor. They thus pro-
vide evidence consistent with the feedback mechanisms mentioned above:
positive views about nonstate actors are fed by negative beliefs regarding
the effectiveness of state institutions, and vice versa.

We present additional evidence bolstering the interpretation that the
results are mediated by belief updating. We first show that the impact of
the state positive treatment is greater if respondents find the information
we provide to be more credible. We then go a step further by exogenously
varying the source (and hence the credibility) of the information we pro-
vide. We randomized respondents between sealed envelopes containing
information from one of two sources: private news channels or Pakistan
Television (PTV). In our surveys, the former is reported as less credible
relative to the latter. Our results show significantly greater responses to
the more credible source of information. These findings thus lend addi-
tional support to our interpretation that the direct and indirect effects we
are documenting are working through an informational channel.

An alternative interpretation of the indirect impact on panchayats is
that they reflect mechanical “contrast effects” (Pepitone and DiNubile
1976; Kamenica 2008; Bhargava and Fisman 2014), whereby perceived
improvements about state courts automatically lead to a deterioration
in beliefs about the only other option, panchayats. We present two types
of evidence against such contrast effects. First, in our initial games we in-
clude additional survey questions about a third actor—state hospitals—
and do not detect any self-reported negative effects on this third actor.
Second, and more importantly, we test for contrast effects directly by in-
troducing an additional set of high-stakes games where we substitute
sports clubs for panchayats in the comparison. We again do not find
any negative indirect effects on the second actor.” These findings support
our interpretation that the negative indirect effects we estimate reflect a
genuine deterioration of beliefs about panchayats.

Another alternative explanation for our motivated reasoning interpre-
tation is that our respondents are fully Bayesian (without any motivated
reasoning considerations), but their priors about the effectiveness of the
state and the nonstate actors are negatively affiliated (correlated). In this
case, any news about the state being more effective becomes relevant for
them to update their beliefs about nonstate actors. We discuss this issue

® If anything, for both hospitals and sports clubs there are some small positive effects,
which appear to be driven by our respondents’ belief that when state institutions function
better, both other state institutions and even nonstate actors such as local sports clubs (that
may nevertheless depend on state institutions) become more effective.
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further below. Here we note that for our purposes such negatively affili-
ated priors have implications very similar to motivated reasoning but
make additional predictions, which we test in our analysis of heteroge-
neous effects and do not find uniform support for.

Though our main results focus on an informational treatment that pro-
vides positive information about state courts, in our pilots we also tried the
three remaining combinations and provided (truthful, media-reported)
information about less successful dimensions of the state court’s per-
formance as well as negative and positive information about panchayats.
Despite the smaller sample sizes in these cases, we once again find similar
direct and indirect effects. This suggests that the feedback between per-
ceptions of state and nonstate forums holds more generally than only
for the state positive informational treatment that we primarily focus on.

Our paper contributes to a number of literatures. While there is an ex-
tensive literature on the implications of low state capacity in the develop-
ment process and a similarly large literature on the origins of state capac-
ity, there is little work about how state and nonstate institutions interact
and compete. The role of trust and political culture in the functioning of
state institutions goes back to the classic works by Banfield (1958), Al-
mond and Verba (1963), and Coleman (1990) and that have been elab-
orated by Putnam (1993) in the context of the contrasting institutional
trajectories of the north and the south of Italy. The importance of coop-
eration of citizens, which itself depends on their trust in institutions,
has been emphasized by Peter Evans’s notion of “embedded autonomy”
(Evans 2012) and in a few works in political science (e.g., Mishler and
Rose 2001; Rothstein and Stolle 2008; Zmerli and Newton 2008). It has
also been modeled in the context of “consensually strong states,” defined
as states that derive authority from citizens who have the capability to rein
them back (Acemoglu 2005; see also Acemoglu and Robinson 2019). Re-
cent work by Dell, Lane, and Querubin (2015) argues that the greater ca-
pacity of the north Vietnamese state (relative to areas in the south that
were under the historical influence of the Khmer Empire) is related to
the cooperation of villagers. As mentioned above, the rise of extremist re-
ligious organizations such as Hamas, the Muslim Brotherhood, and vari-
ous Salafist groups has been linked to the weakness of the state in the
qualitative literature on Middle Eastern politics (e.g., Clark 2004; Kepel
2009; Roy 2013). However, to the best of our knowledge, this linkage
has not been systematically investigated.

Our approach is related to and builds on several different strands
in the experimental economics literature as well. There is a growing
line of work using experimental methods to measure trust, beliefs, and
norms in different settings (see, e.g., Berg, Dickhaut, and McCabe 1995;
Dufwenberg and Gneezy 2000; Burks, Carpenter, and Verhoogen 2003;
Bohnet and Zeckhauser 2004; Camerer and Fehr 2004; Ashraf, Bohnet,
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and Piankov 2006; Johnson and Mislin 2011). Most of this work does not
focus on attitudes toward state institutions, with the notable exception be-
ing Cox etal. (2009). Another branch of the literature related to our work
investigates various dimensions of extremism. For example, Bullock, Imai,
and Shapiro (2011) and Blair et al. (2013) look at support for militant
groups in Pakistan, while Delavande and Zafar (2012) and Bursztyn et al.
(2016) focus on anti-American attitudes. There is also a literature using
lab-in-the-field games in development economics (see the survey in Carde-
nas and Carpenter 2008) and a number of papers investigating the effects
of providing information to voters or citizens (e.g., Andrabi, Das, and
Khwaja 2017; Grossman and Michelitch 2018).

Finally, some works in the sociology and social psychology literatures
are related to our paper as well. For instance, Sullivan and Transue
(1999), Anderson (2010), and Schoon and Cheng (2011) emphasize the
role of individual experiences in shaping political trust, while a number
of other works develop similar ideas in the context of organizations (e.g.,
Kramer 1999).

The remainder of this paper is organized as follows. Section II de-
scribes the context of dispute resolution in Pakistan. Section III provides
the details of our experimental design and empirical strategy. Section IV
presents our main empirical results. Section V discusses potential mech-
anisms that may account for our results on direct and indirect effects
and then presents additional evidence relevant for these mechanisms.
Section VI concludes. Appendix A presents a formal model elucidating
various mechanisms via which direct and indirect effects may be working,
while appendixes B and C (available online) provide additional robust-
ness checks and details on study design.

II. Background and Context

In this section, we provide a brief overview of dispute resolution in Pa-
kistan and citizens’ engagement with state courts and panchayats.

A.  Dispute Resolution in Pakistan

Dispute resolution is one of the most important services demanded by
Pakistani citizens and one of the Pakistani state’s core responsibilities.
Disputes are a particularly common occurrence in our setting, Pakistani
Punjab, as manifested by high litigation rates—about three times as high
as the rates of litigation in Indian parts of colonial Punjab.® In our survey,

® The partition of British India split the former province of colonial Punjab into the
Punjab province in Pakistan and the states of Punjab, Haryana, and Himachal Pradesh
in India. The officially reported litigation rates in these Indian states ranged between
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one in every five households reports that they have accessed the legal sys-
tem in the last 3 months.” Becoming embroiled in a dispute imposes sig-
nificant costs. Estimates suggest that cases take many years to resolve and
involve sizable financial costs (Chemin 2009; Siddique 2016). Illustrating
the centrality of dispute resolution to ordinary Pakistanis, the rallying slo-
gan used by the Taliban insurgency in KP province, mentioned in the in-
troduction, was the provision of cheap and swift justice (Kapoor 2000).

Dispute resolution therefore offers an ideal setting for our study. We fur-
ther narrow our focus to rural areas, where there are clearly defined state
and nonstate actors providing competing dispute-resolution services.

On the state’s side, the judicial system operated by the Pakistani state
consists of state courts backed by the police.® It is an adversarial and re-
tributive judicial system that is divided into courts of first instance (both
civil and criminal) and appellate courts, which have the power to review
the decisions of the lower courts. The legal system works primarily through
three key actors—police, judges, and lawyers. The police are responsible
for the maintenance of law and order and for the administration of crim-
inal justice, making them the typical first point of contact for citizens in
criminal matters. Judges adjudicate on the basis of codified procedures
and consistent application of state law. Lawyers are meant to assist state
courts in reaching just decisions.

Nonstate actors have historically run parallel dispute-resolution fo-
rums in rural areas of Pakistan that are distinct from the state judicial sys-
tem. These nonstate forums are typically ad hoc local councils of village
elders (panchayats) and are usually given the authority to resolve disputes
on behalf of residents of the community (Chaudhary 1999; Ayaz and
Fleschenberg 2009; Soomro and Chandio 2013).? They ignore the formal

5.3 and 9.2 per 1,000 persons between 2005 and 2010 (Eisenberg, Kalantry, and Robinson
2013) compared with 17 per 1,000 in Pakistani Punjab during the same period (authors’
estimates based on the Lahore High Court Annual Reports).

7 Recent studies show that a majority of cases that end up in state courts involve disputes
around land, property, inheritance, and contract. Siddique (2013), e.g., finds that approx-
imately 57.5% of court cases in Lahore involved land, property, and inheritance disputes;
18% involved marital or guardianship cases; and around 8% were contract disputes.

¥ In colonial India, officers of the executive (as opposed to the judicial) branch were in-
vested with specific judicial powers under the criminal procedure and penal codes. This
system has continued in postindependence India but was abolished in Pakistan as a result
of the Devolution Reforms of 2001 to achieve separation of powers between the judiciary
branch and the executive branch (article 175(3) of the Constitution of Pakistan). A con-
sequence has been a significant expansion of the remit of the state courts in Pakistan.

? In other areas of Pakistan, panchayats are also called kath, paryah, faislo, or jirga
(Chaudhary 1999; Shinwari 2015). The panchayat system is not new to the Indian subcon-
tinent, and it remains fairly prevalent in both India and Pakistan. There are references to it
in the Sanskrit epic of the eighth and ninth centuries BCE, the Mahabharata, and it also
appears to have continued through the period of Muslim rule. This is in contrast to the
state judicial system, which is a product of British colonial rule (Siddique 2015). Hoebel
(1965), quoted in Chaudhary (1999, 23), observed more than five decades ago that “the
legal system of Pakistan does not constitute a neatly integrated whole; it is made up of
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law and compete with state institutions. Eighty percent of villages in our
sample report the presence of such a system in their community, dealing
with a wide array of cases including theft, robbery, family feuds, small so-
cial complaints, and land disputes. While the state judicial system is rel-
atively punitive, panchayat decisions tend to be restorative. They use a
combination of mediation, compromise, and penalties, including social
ostracism, boycott, and sometimes even physical retaliation. Enforce-
ment of panchayat decisions is typically underpinned by the threat of
sanctions by the community or its powerful members (Chaudhary 1999;
Shinwari 2015; Siddique 2015).

Since independence in 1947, the Pakistani state has been highly suspi-
cious of such parallel nonstate forums, viewing them as antithetical to its
legal system. This is in sharp contrast to India, which has tried to incorpo-
rate panchayats into the formal state apparatus. In fact, the report of the
Pakistan government’s Law Reform Commission of 1967—70 argued that
“it will be a retrograde step to revert to the primitive method of adminis-
tration of justice by taking our disputes to a group of ordinary laymen ig-
norant of modern complexities of life and not conversant with legal con-
cepts and procedures” (Chaudhary 1999, 3). In 2004, the Sindh High
Court banned trials under the nonstate system and declared these fo-
rums illegal (Cowasjee 2004; Brohi 2016). Similarly, the Supreme Court
of Pakistan has made a series of rulings during the past decade decreeing
many panchayat decisions to be unconstitutional (Brohi 2016). It has
specifically targeted panchayat decisions that sanction direct vengeance
for murders and forced marriages of young girls as punishment for
crimes committed by their male relatives (Shinwari 2015; Siddique 2015).

B. Access to and Views toward State Courts
and Panchayats

Our primary informational treatment is to provide positive information
about state courts and study how this impacts behavior and views toward
both state courts and panchayats. It is therefore instructive to understand
what the baseline situation is in terms of access to and effectiveness of
these forums and the prevailing information about them.

Access and costs—Respondents in our baseline surveys report relatively
low access to the state—on a scale of zero to 10, they report their likely
usage of state courts as four while panchayats have a reported usage of
6.5. This is driven in part by the relatively higher costs faced in accessing
state courts. Since resolving disputes through state courts is a lengthy pro-
cess, an individual needs to consider the loss of daily wages, the cost of

an undetermined multiplicity of subsystems. Deeply embedded in the village and tribal ar-
eas of Pakistan is a vast array of local folk systems of law varying from village to village.”
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transportation, and the legal fees necessary to enter and remain in the
system.'’ In contrast, panchayats offer quick resolution by gathering the
disputing parties directly in the village. Their proximity allows each party
to bring their supporters to the meetings with limited expenses. Moreover,
unlike panchayats, which are located within most villages, state courts are
fewer in number and are usually situated in the main city of the district.
Our baseline surveys confirm this cost differential: respondents rated court
costs as 7.5 and panchayat costs as 3.3 (on a scale from zero to 10, where
10 means extremely expensive). Similarly, respondents report that a theft
case that costs PKR 1,000 to settle in a panchayat would cost about PKR
23,000 to settle in a court. Difficulties in accessing state courts are com-
pounded by a lack of knowledge about how to navigate these institutions.

Quality—In addition to access issues, state courts are generally rated as
unreliable and unfair. Popular media is full of accounts of the miscarriage
of justice (see Shinwari 2015; Nekokara 2016; Javed 2017). Siddique
(2013) finds that 47% of the respondents in Lahore felt that the laws
are either biased against them or unjust, and three-quarters of respon-
dents in a survey of litigants were dissatisfied or deeply dissatisfied with
the pace at which their case was proceeding; about the same proportion
could not predict when a verdict would arrive. Respondents report, for
example, “For 20 years have I been waiting for justice. Judges and lawyers
ensure that case does not come to a conclusion” and “My family has with-
ered away while pursuing this matter,” and they bemoan, “This legal sys-
tem is a complete failure.” Nearly 90% of the respondents who had ac-
cessed the police or the judicial system in the 3 months preceding our
survey thought that the police cannot be trusted, and another 65.7% viewed
the courts as not trustworthy. In contrast, rural Pakistanis better under-
stand how panchayats work (Shinwari 2015), and our respondents rate
panchayats to be not just more accessible but also more effective in deliv-
ering services (their service effectiveness score is 5.4 compared with 3.9
for state courts). This is despite the panchayats’ lack of legal training, their
systematic deviations from prevailing laws, and their failure to incorporate
disenfranchised members of society, such as women and low-income
groups.

Both access difficulties and perceptions of low effectiveness of state
courts are rooted in endemic delays. Over 80% of respondents in

' From interviews with lawyers at the sessions courts, we found that different types of
cases vary in length and cost. For example, an inheritance case could last more than 2 years
on average, with anywhere between PKR 5,000 and 200,000 in costs. The resolution of
business-related cases may be faster, though even those can take upwards of 6 months with
potentially significant costs for the parties (Siddique 2013). Shinwari (2015) finds that low-
income households and women in particular face high costs of accessing formal justice in-
stitutions, in part because of the process being time consuming, the high lawyer fees, and
the long distances to courts.
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Siddique’s (2013) sample felt that there were significant delays when go-
ing through state courts, and 27% of litigants had their case stuck in the
courtsystem for more than 5 years. The majority did not know when a ver-
dict was expected. In contrast, panchayats typically offer faster decisions.
Recall that a major factor in the rise of the Taliban was their promise of
speedy dispute resolution; decisions would be made (almost) on the spot
in sharia courts. This desire for faster decisions is unsurprising, as Che-
min (2009) and Siddique (2016) report that cases in state courts take on
average 2 or 3 years. Shinwari (2015) finds that lack of speedy justice is
one of the biggest complaints made against the state courts by over
three-quarters of the respondents in his nationally representative survey.
Consistent with this, Chemin (2009) estimated that more than 1.2 million
cases were pending in 2001, and recent estimates suggest that this num-
ber may have climbed to 2 million (Siddiqi 2016).

Informational context and recent changes—Villagers operate in an envi-
ronment of incomplete and unreliable information. They may have
heard of judicial reforms but are often unaware of specific changes that
could affect them directly, such as reductions in the number of pending
cases in their area. Slow knowledge diffusion about state courts implies
that rural Pakistanis are probably not well informed about recent changes.
Indeed, in our surveys 98% of respondents acknowledged that the specific
piece of information we provided them regarding delay reduction was not
something they had heard before. Therefore, credible information provi-
sion concerning recent developments regarding improved access to and
effectiveness of state courts is likely to have an impact on behavior and per-
ceptions, as we see later in the paper.

Since our study sample includes two distinct rounds with an almost
2-year gap between rounds (more on this below), we conclude this sec-
tion by noting some relevant changes in state courts over our study period.
This period has seen the emergence of an activist Supreme Court ini-
tiating a series of high-profile cases related to administrative and poli-
tical corruption, bureaucratic sinecure, public service delivery failures,
and misconduct by private businesses. The period of judicial activism
began with the appointment of Chief Justice Saqib Nisar on December 31,
2016. His tenure (2016-19) is marked by the Supreme Court’s frequent
use of its suo motu powers (the court taking action on its own account) in
high-profile cases."" These cases were extensively covered by electronic

"' In a significant deviation from previous norms, the chief justice initiated approxi-
mately three high-profile suo motu cases every month (Haroon 2018). These included cases
against high-profile bankers for money laundering, powerful private developers for en-
croachment on state land, public sector hospitals and water authorities for poor perfor-
mance (Express Tribune 2019), and the police for slow action in rape and murder cases.
The Supreme Court ordered private schools to reduce their fees by 20% and imposed taxes
on private bottled water companies for overexploitation of groundwater (Samaa 2019).
The chief justice also took suo motu action against high-salary appointments in public sector
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and print media and resulted in the Supreme Court’s activism gaining tre-
mendous salience and fairly broad support from the public.'?

III. Experimental Design

Understanding the determinants of individual decisions to access state
or nonstate actors for dispute resolution is challenging given the myriad
factors impacting such behavior. To overcome these challenges, we uti-
lize a within-subject experimental study design and examine how the be-
havior of individuals changes in response to information they receive.
We expose individuals to information on state effectiveness and then
see how their views and behavior change toward state and nonstate actors.
To help address concerns that survey responses may not reflect real-world
behavior, we focus on relatively high-stakes experimental games designed
to reveal respondents’ behavior toward both the state and the nonstate ac-
tors. In this section, we detail the informational treatments, experimental
protocols, and data and sampling methods.

A, Informational Treatments

We are interested in whether perceptions of state effectiveness can change
attitudes and behavior toward the state and the nonstate actors. Given the
generally poor views of state courts and the likelihood that the average
citizen may not be fully informed, our primary informational treatment
provides true and favorable evidence on the performance of the formal
judicial system. We refer to this as the state positive treatment. On the ba-
sis of our field discussions where a variety of information primes were dis-
cussed, and since many of our respondents felt that they would not get
effective justice because of the pervasive delays in the court system, we
chose to focus on reduced delays. This is also desirable because, as we
noted in section II, regardless of the legitimacy or beliefs concerning ju-
dicial biases, a reduction in delays is likely to be widely attractive. This

companies (Dawn 2018), instituted a fund to help raise money for the construction of new
dams in Pakistan (Ijaz 2019), and most notably disqualified the prime minister at the time,
Nawaz Sharif, from holding public office on grounds of dishonesty in not disclosing his com-
plete assets in his nomination papers (Dawn 2017).

'* The Herald, Pakistan’s leading monthly, analyzed public support for an activist Su-
preme Court through a nationally representative public attitudes survey conducted in June
2018. The survey asked respondents whether they agreed with the statements that the
Supreme Court should directly exercise executive authority and in particular (1) set the
prices of essential commodities and (2) have the power to dismiss government officials
for poor performance. The survey data reveal significant public support for an activist Su-
preme Court, with approximately 72% of the respondents agreeing with both statements.
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treatment provides respondents with the following truthful information
about a district (Multan) in a nearby region to our study sample district
(Sargodha): “The legal system and judges have formed a new judicial pol-
icy. This policy was introduced in Multan and has resolved 6,000 pending
cases in 2 months. For this reason, Multan’s number of pending cases has
decreased by 20%. This policy has now been implemented in Sargodha,
and it is estimated that most pending cases could potentially be resolved
within a year.”

Our initial design included other variations—in particular, state nega-
tive, nonstate positive, and nonstate negative treatments (see app. C).
These treatments were also based on truthful media reports. Our pilots
revealed that the impact of these different treatments was fairly symmet-
ric (see sec. IV.E), so for the sake of statistical power we decided to scale
up only the state positive version. We should note that the state negative
treatment primed on decision-making delays as well, while the nonstate
positive (negative) primes additionally included information about the
(in)effectiveness of the decisions made by the panchayats. This suggests
that the informational impacts we observed are not only about changes in
delays, but respondents react analogously when informed about more or
less effective dispute resolution.

One potential drawback of designs based on informational treatments
is that respondents may change their views and behaviors after the infor-
mational treatment for other reasons. For instance, they may feel obligated
to do so given what the experimenter has just said, despite no real change
in their view. A direct way to deal with this social experimenter effect is
by using a treatment that directly primes it. To do so, we provided the fol-
lowing social experimenter treatment to a randomly selected group of
respondents (again, after the baseline surveys and games): “So I've been
thinking about the current state of affairs and how the state’s been dealing
with everything, and while I don’t really know how great a job state insti-
tutions are doing, in my personal opinion, I really like the state system.”
We then repeated the surveys and games after this treatment. Using this
sample, we can net out any potential social experimenter effects. The so-
cial experimenter treatment further enables us to use a pure cross-subject
design as an alternative strategy, as described below."

¥ While both the state positive and the social experimenter treatments are randomly as-
signed across individuals, the fraction assigned to either treatment varies across the sam-
pling strata, because after the first few surveys we recalibrated the sample sizes of these
two treatments. To avoid any concerns related to “p-hacking,” sample sizes were adjusted
using information only on standard errors of the outcomes of interest and not on estimated
effect sizes, pvalues, or tstatistics. Our within-subject design is unaffected by this recalibra-
tion, and in any specification that involves cross-subject comparisons we include strata fixed
effects interacted with a posttreatment dummy to capture any differential responses that
may arise due to baseline differences across strata.
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B.  Experimental Procedures and Games

Our primary protocol is to approach a randomly selected household and
seek their consent to have a discussion around issues regarding dispute
resolution. We introduce ourselves as researchers interested in under-
standing the different forums for dispute resolution in their community,
solicit their views, and play experimental games. Participants are informed
that they will receive a token PKR 50 payment for agreeing to participate,
and they also have the potential of earning significant payoffs from the
games (see app. C).

After receiving consent, respondents are asked a series of questions re-
garding dispute resolution and their views on the effectiveness of both
state courts and panchayats. The survey instrument was designed to un-
derstand the actions of respondents with regard to effectiveness of state
and nonstate actors. The survey includes a question on the expected us-
age of the state and nonstate forums, which we use throughout the paper.
In later stages of the study, we also included questions on individual be-
liefs regarding the effectiveness of the relevant forum as well as general
trustin the forum."* We additionally gathered information about their ex-
pectations of others’ usage (all of these variables are on a scale from zero
to 10)." By comparing responses to these questions before and after
treatment, we can measure the change in a subject’s own expected usage
and their perceptions of others’ usage of state and nonstate forums re-
sulting from our state positive and social experimenter treatments.

In addition to the baseline surveys, respondents play two different
games—the fund dictator game and the investment game—before and
after the state positive and social experimenter treatments. The two games
are designed to capture different aspects of citizens’ views of the state and
the nonstate actors. The fund dictator game is meant to measure changes
in beliefs and behavior concerning how beneficial the state forum is to
the general population. It is set up along the lines of a standard dictator
game, where we seek to understand respondents’ proclivity to assist those in
their communities in accessing the state or the nonstate dispute-resolution
forums. We do so by asking individuals to contribute to two potential

' There was initially a concern that including a detailed set of questions regarding ef-
fectiveness of state and nonstate actors at baseline could generate its own priming effect
and confound our interpretation of state positive and social experimenter treatments.
We included this richer set of questions in subsequent samples to shed further light on
the mechanisms at play. Moreover, given our budget and power calculations, we could pro-
vide only the state positive treatment—and not the social experimenter treatment—to the
sample where we asked these additional belief questions.

' Our expected usage question is, “What is the likelihood of you going to the state or the
panchayat, zero meaning not at all, and 10 meaning completely?” Regarding perceptions of
other villagers’ engagement, we asked, “What is the likelihood of others in your area going to
the state or the panchayat, zero meaning not at all, and 10 meaning completely?”
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funds, one (state fund) to assist those individuals in the community who
prefer to go through the state system to resolve disputes and the other
(nonstate fund) for those who would rather go to the nonstate alternative.
Respondents can confidentially make a choice to give all, some, or none of
a specified amount to the fund in question on the basis of their beliefs
about the relevant actor’s benefits to citizens and their own level of trust
in the chosen actor. The surveyor also explains that the research organiza-
tion is considering setting up such funds so the money that the respon-
dentallocates to the funds will actually be donated.'® We therefore expect
the respondent to allocate more money to the fund he believes will be
more useful and/or to the one toward which he feels more altruistic. To
avoid any mechanical spillover effects, participants receive two separate
endowments of PKR 250, which they can allocate to the fund in consider-
ation or keep for themselves. Thus, in the baseline play, for example, an
individual may decide to donate PKR 100 to the state fund and keep
PKR 150 for himself out of the first endowment while donating PKR 150
to the nonstate fund and keeping PKR 100 for himself out of the second
endowment.

The investment game aims to measure changes in beliefs and behavior
concerning how effective the two forums are in resolving disputes. Re-
spondents are told to consider two hypothetical members of their com-
munity, each of whom is experiencing a dispute, but one member has
chosen to take his case through state institutions and the other has taken
their case to the panchayat. Both members are rightfully owed remuner-
ations from a defendant, and the respondent is given a chance to invest
an amount Xout of PKR 250 in the plaintiff’s case in return for a share of
the remuneration. They are told that the share they receive will be X,
and thus their total take-home amount will be (250 — X) + nX, where
n € [0, 2] measures the effectiveness of the forum. Hence, if a forum is
completely ineffective, then 7 = 0 and the respondent will receive zero
returns on his investment. If a forum is fully effective, then n = 2 and
the respondent will double his investment. Participants are informed that
n has been calibrated for each forum to reflect reality.'” Consequently, the

'* From all the games played so far, we have a total of PKR 203,480 and 226,830 contrib-
uted by our respondents in state and nonstate funds, respectively. We are currently working
with two organizations to which we will allocate these funds. The state fund is being allo-
cated to the Punjab Police’s 8787 Police Complaint Hotline, which provides citizens with
the ability to lodge a complaint or a grievance against police or members of the judicial
system who are not fulfilling their obligations. The nonstate fund is being donated to the
Legal Aid Society, anongovernmental organization that provides advice to respondents free
of charge.

'7 After piloting different options, we chose to keep the return on investment from both
the state and the nonstate forumsatn = 1. Thisimplies that each respondent receives a pay-
ment of (250 — X) + nX = 250. While one could have varied the return, our pilots re-
vealed significant variation in success rates between state courts and panchayats in general



3106 JOURNAL OF POLITICAL ECONOMY

more effective the respondent believes a dispute-resolution forum to be,
the more he will invest in that forum. While the specifics of the game may
have been somewhat unusual, the context is not, since villagers are famil-
iar with investing in each others’ projects or lending money to help each
other out, with the return/likelihood of repayment being contingent on
the success of the endeavor.

We arrived at the game designs described above through multiple iter-
ations of pilots with alternative framings. The goal was to ensure that the
games were well understood and tailored to the context so that they
would appear familiar to our respondents, especially since they were un-
likely to have ever experienced such lab-in-the-field games before.

Once the basic design of the games had been finalized, we ran addi-
tional pilots to ensure that the language and format details were easily
comprehended by our respondents. Our original survey was created in
Urdu (Pakistan’s national language), but initial piloting revealed that
the nuances of the games were best understood in Punjabi (the local ver-
nacular), prompting us to present the information in Punjabi. We varied
the sequence in which respondents played the games to see whether their
understanding differed depending on which game was played first, but
we found no such effects.'® We nevertheless decided to keep the order
randomization to account for any potential level or treatment effects in-
duced by order. The game payoff amounts were also piloted to arrive atan
amount that was large enough to create credible stakes without being too
costly. Finally, we ensured that the wording was such that respondents’
game allocations followed their own beliefs rather than other potentially
salient factors, such as what they may have thought the surveyor/research
team wanted. For some (randomly selected) respondents, we directly
asked about their thought process in making their allocations and found
little evidence of any such concerns (see n. 17).

and across regions, so we could not obtain reliable /region-specific estimates of 9. Given this,
it would have been misleading to encode through our choice of 5 that one forum was more
effective than the other. Setting n = 1 in all villages was therefore a natural benchmark. This
choice has the added advantage that all respondents’ take-home pay, (250—X) + X, is inde-
pendent of the amount they invested. This minimizes the concerns around the negative exter-
nalities of deception for future research (Gunnthorsdottir, Houser, and McCabe 2007).
Indeed, our respondents never gave any indication of loss of experimental control arising from
a perception of deception (Jamison, Karlan, and Schechter 2008) or expressed any opinion
suggesting reduced trust in future research (Friedman and Sunder 1994). The same consider-
ations and constraints made us set 7 = 1 in the context of the investment game with local
sports clubs (discussed below). A related concern is whether our respondents are trying to
guess our views of 5 rather than using their own beliefs and information. We asked them at
the end of the second round of surveys about their decisions and found no evidence support-
ing this concern: 96% reported prioritizing their own priors or the information we provided
over guessing our views of what the return is.

' For example, the average (self-reported) understanding of the respondents in the
fund dictator game is 7.9 (on a scale from zero to 10) when playing the investment game
first and is 8.0 when playing the fund dictator game first.
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We further took several steps to ensure high-quality responses in the
games. Our first strategy was to give each respondent PKR 50 at the start
as a participation fee, building credibility with respect to our intention to
pay out their winnings in cash. Respondents then played both the fund
dictator and the investment games three times. First, they played a prac-
tice game of each, followed by a discussion to ensure that they had under-
stood the game procedures. A customized board with subdivisions for the
pre- and posttreatment allocations for each experiment was used as a vi-
sual tool during the explanations. The benefit of such a tool is threefold:
(1) it provides a visual aid for respondents; (ii) it creates a sense of privacy, as
each section has a cover that hides the allocations of the respondent from
the surveyor; and (iii) it provides demarcation between the two pretreat-
ment and the two posttreatment games for each experiment. Each section
is further subdivided to depict the respondent’s allocations for state/self
and nonstate/self. The board is shown in figure Bl (available online). After
the surveyor was sure that the