




File Attachment
200122c7coverv05b.jpg



Membership-Based Organizations
of the Poor

This important and new volume grows out of a conviction that member-
ship-based organizations of the poor (MBOPs) – organizations whose gov-
ernance structures respond to the needs and aspirations of the poor
because they are accountable to their members – are central to achieving
equitable growth and poverty reduction.

Some MBOPs have been remarkably successful, while others have
failed. What structures and activities characterize MBOPs? What is meant
by success? What factors account for success? In particular, what are the
internal (governance structure and leadership) and external (policy
environment) factors that account for success? Are these factors replicable
across countries or even within countries? What are the constraints to suc-
cessful MBOPs expanding, or to new ones being formed? What sort of
policy environment enables the success of MBOPs and the formation of
new MBOPs? What types of institutional reforms are needed to ensure the
representation of the poor through their own member-based organi-
zations (MBOs)? All these questions are considered in this highly topical
volume, which includes contributions from researchers from both
developed and developing countries.

Martha Chen teaches at the Kennedy School of Government, Harvard
University, and is Coordinator of the global policy research network
Women in Informal Employment: Globalizing and Organizing (WIEGO).
Renana Jhabvala is the National Coordinator of SEWA and the Chair of
SEWA Bank, Ahmedabad, India. Ravi Kanbur is T.H. Lee Professor of
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opment.
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1 Membership-based organizations
of the poor
Concepts, experience and policy

Martha Chen, Renana Jhabvala, Ravi Kanbur and
Carol Richards

Introduction

This volume grows out of a conviction that membership-based organi-
zations of the poor (MBOPs) – organizations whose governance structures
respond to the needs and aspirations of the poor because they are account-
able to their members – are central to achieving equitable growth and
poverty reduction. The literature on civil society organizations generally
focuses on non-governmental organizations (NGOs), which are treated as a
broad category thought to cover all the ways that people get together and
act together. However, an MBOP is to be distinguished from a conven-
tional NGO, which, however well intentioned, operates as an outside entity
that does not have a membership base of the poor. Political parties are
membership-based organizations (MBO), but are not exclusively con-
cerned about the welfare of the poor. Trade unions are membership
based, but only some of them are directly concerned with advancing the
cause of the working poor. Cooperatives are classic MBOs, but again not all
of them are focused on the poor, and some of them have elements of
formal contractual obligations that make them akin to private sector firms.

The leading example we have in mind when we talk of MBOPs is that of
SEWA, the Self-Employed Women’s Association in India.1 SEWA is gov-
erned by its members – working poor women in the informal economy
whom SEWA serves through a range of activities. As an MBOP, SEWA acts
as a channel for carrying the voice of its members to policy makers and in
turn helps to transmit the benefits of poverty-focused government projects
and programs to its members. Its twin pillars are economic activities to
enhance income earning opportunities and organization to enable its
members to claim and exercise their rights in the economic, legal, and
social spheres.

What structures and activities characterize MBOPs? What is meant by
success? What factors account for success or failure? What are the chal-
lenges faced by MBOPs? How can policy best help MBOPs? Answers to
such questions were sought at a conference organized by SEWA, the
WIEGO network, and Cornell University in Ahmedabad, India, in January



2005.2 Papers covering experiences from around the world were pre-
sented and discussed. The presenters included economists, sociologists,
anthropologists, representatives of aid agencies, and MBOPs. The papers
presented at the conference were then revised by way of peer review, and
have been brought together in this volume.3

This introduction to the volume provides an overview of the issues and
of the papers. Section 2 addresses the conceptualization and definition of
MBOPs. Section 3 turns to the definition of MBOP success, the determin-
ants of this success, and the challenges faced by MBOPs. The lessons
learnt from the evidence presented in the papers are reviewed in this
section. Section 4 discusses policy towards MBOPs. Section 5 concludes.

Conceptualizing and defining MBOPs

NGOs, MBOs, and MBOPs

There is growing recognition of institutions that straddle and interact
with, but are distinct from the market and the state. This domain has
been described under various labels – the third sector, civil society, non-
governmental organizations, and so on. It covers a large variety of institu-
tions, ranging from the family and the extended household, through
community management arrangements to trade unions and political
parties. Our focus in this volume is on an important slice of this institu-
tional terrain – MBOPs. MBOPs are a subset of MBOs. We define MBOs as
those in which the members elect their leaders and which operate on
democratic principles that hold the elected officers accountable to the
general membership. MBOPs are MBOs in which the vast majority of
members are poor, although some non-poor persons may also be
members. The form that MBOPs take – whether legally registered or not –
may range from trade unions and cooperatives to funeral societies and
self-help groups (SHGs). They have, in common, a commitment to collect-
ive action to change the conditions of their poor members.

It is useful to first distinguish MBOs from other NGOs, then MBOPs
from other MBOs, and finally one MBOP from the other. MBOs are dif-
ferent from other NGOs. The democratic governance structures of MBOs
are intended to provide both internal accountability (leaders are elected)
and external legitimacy (leaders represent their constituency), character-
istics not shared by other NGOs. While this basic distinction is central to
our argument, there can of course be intimate relationships between
NGOs and MBOs. Often, MBOPs are created by actions of NGOs, whereby
the NGOs help the local community to organize their own MBOPs. In
many cases, NGOs offer services such as finance, education or health ser-
vices to MBOPs. Many MBOPs enter strategic partnerships with NGOs that
provide services, join in advocacy efforts, and otherwise help mediate the
external environment.
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Turning now to MBOPs as a subset of MBOs, we have considered
several alternative terms to try to capture what we had in mind, namely,
that the poor need to be organized, need to be recognized, and need to
have a “seat at the (policy) table.” We finally settled on “membership-
based organizations of the poor,” putting an emphasis on of (not for) and
the poor (not the non-poor).4 But what are we to make of the fact that some
MBOPs like SEWA itself include non-poor members? Our response is
based on our view that SEWA is an MBOP because the management and
governance structures of the organization are predominantly comprised of
working poor women. Hence our conclusion that MBOPs are member-
ship-based organizations in which the vast majority of members are poor
and the organization is accountable to the poor.

A related theme then is the role of the non-poor in MBOPs. The non-
poor in MBOPs can play two broad types of roles: internal and external. In
terms of internal roles, some MBOs are self-started while others are started
by non-poor outsiders while still others, like SEWA, are started by the poor
with the help of one or more sympathetic non-poor persons already
known to them. Also, some MBOs remain small and internally focused,
and devise their own self-government and self-management structures.
Others, especially those that grow in scope and size, often rely on non-
poor members to provide technical and managerial support (for a classifi-
cation along the lines of funding and organizational support, see Chapter
2). In terms of external roles, non-poor members of MBOPs help raise
external funds, frame issues, generate policy-relevant information, lever-
age policy reform, and otherwise mediate the external environment. Sym-
pathetic non-poor members can help leverage contacts, power, and
influence. The challenge is to ensure that the non-poor members do not
dominate the poor members or control the organization as a whole.

Another related issue is that of finance. At an abstract level, the test for
an MBOP is that whether it is responsive to the needs of its poor
members. An intermediate test is that whether the governance structures
are such as to be responsive in this way, a key indicator being the role of
poor members in various executive and governing functions. In principle,
these structures could be in place and work well even when the members
of an MBOP do not contribute financially or in kind to the operation of
its activities – indeed, existence of many excellent NGOs that are non-
membership-based organizations for the poor is an indication of this possi-
bility. However, while it is difficult to specify the exact amount in advance,
we believe that at least some contribution to the organization from its
members is a sine qua non of an MBOP. Otherwise, if all of the funding
comes from outside, the interests of its members are at risk of being sub-
verted to the interests of the donors, which, however laudable in prin-
ciple, may not accord with the felt interest of the members, expressed
through the organization. For small MBOPs like funeral associations (see
Chapter 9), membership contribution is built into the very raison d’être and
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structure of the organization. For these and larger organizations like waste
picker cooperatives or street trader associations (see Chapters 6 and 14),
contributions come in cash and in kind. It is when organizations grow and
take on external sources of funding for projects that extra vigilance is
needed in ensuring that the organization still remains an organization of
the poor.

Consider the case of SEWA. It is an MBOP in that working poor women
represent the vast majority of its members and form the majority of its gov-
ernance and management structures. Clearly, non-poor members have
played key roles in the formation, growth, and overall effectiveness of the
organization. Equally clearly, SEWA has worked systematically from
its formation more than three decades ago to build a whole set of mem-
bership-based organizations that can assume, over time, the governance
and management of its many institutions and activities. Working poor
women represent the majority of members in the executive committees
and the governing bodies of the SEWA Union and its sister MBOs such
as the SEWA Bank, the various cooperatives, and the cooperative
federation. While there is significant external funding for projects run by
SEWA, all members pay financial dues and contribute in kind, and the
working poor women represent the vast majority of the decentralized
management teams that implement and oversee its integrated activities on
the ground.

Crowley et al. (see Chapter 2) propose the following criteria for identi-
fying MBOPs:

• MBOPs are defined as organizations that poor members control and
partially or fully finance, and whose membership exhibits the follow-
ing characteristics.

• The majority are poor.
• They have joined on a voluntary basis.
• They have developed, agreed upon, and engage in their own decision-

making structures.
• They provide contribution, financial or in kind, as a condition of

membership.

Theron (Chapter 13), also develop a related set of “six characteristics of
any organization that aspires to be an MBOP,” based on the traditions of
trade unions and cooperatives, including,

1 [its] primary objective is to cater for the socio-economic needs of its
members;

2 a well-defined constituency from which membership is drawn;
3 the organization is financed by its members;
4 the highest decision making structure is (or should be) the most

representative forum of members;
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5 a strongly developed sense of ownership of the organization by the
members, and of accountability of the leadership to the membership;

6 embody values of cooperation and solidarity.

Thus, while there may be specific differences of detail between different
authors in this volume and in the literature, there appears to be a broad
consensus on the key characteristics that define an MBOP.

Types of MBOPs

Within this broad framework, there is a wide range of MBOPs:

• trade unions;
• cooperatives of various kinds: production, service, marketing, credit,

bank;
• worker committees;
• savings and credit groups/SHGs;
• community-based finance institutions;
• funeral associations;
• informal insurance institutions;
• producer groups;
• village or slum associations;
• community-based organizations, some of which represent traditional

social groupings (based on kinship, caste, patron–client relation-
ships);

• clubs: youth, recreational.

For example, the types of organizations discussed in this volume include:

• informal workers’ committees in China (Ngai);
• committees formed to manage specific projects in Brazil (Bresnyan et

al.);
• trade unions (de Haan and Sen, Theron);
• cooperatives (Medina in South America, Bhowmik in India, Matthews

in Cambodia);
• small self-help groups in Africa (De Weerdt et al.) and in India (Tiwari

and Thakur, and Alsop);
• street vendor organizations in Peru (Roever);
• community-based organizations (Khan in Pakistan, Devine in Bangla-

desh, Theron in South Africa).

In addition to this range of primary groups, there are various organi-
zations through which the primary groups link to each other through fed-
erations and issue-based coalitions or networks, both secular and religious
(d’Cruz and Mitlin).
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Formal legal recognition of MBOPs appears to happen through two
main channels – trade union legislation and cooperatives legislation.
Formal registration is often required when certain thresholds (on
numbers or type of activity) are crossed. Though such registration can
bring constraints through regulation, it benefits through legal protection,
access to formal channels, and facilitation of expansion. Other forms, not
always legally recognized, include producer groups of various kinds,
worker committees (as in the case of the migrant women workers in south
China described by Ngai, Chapter 5), and coalitions of worker organi-
zations such as StreetNet (the international coalition of street vendor
associations) and HomeNet South Asia and South East Asia (regional
coalitions of home-based worker associations). Other themes related to
the issue of trade unions and other MBOs of workers that emerge from
the discussions in this volume include:

• Trade unions of formal sector workers have only just begun to reach
out to organize informal sector workers.

• Organizing in the informal economy requires different strategies and
approaches than organizing workers in a large formal factory or firm.

• Trade unions of informal workers often take an integrated approach
that goes beyond just collective bargaining. For instance, SEWA takes
an integrated approach that involves the joint action of trade unions
and cooperatives or, as SEWA puts it, the combined strategies of
“struggle” and “development.” SEWA is a registered union but many
of its sister institutions such as the SEWA Bank are cooperatives.

The above suggests that a useful criterion to distinguish one MBOP from
another is whether it organizes the poor around their identity as workers
and around work- or livelihood-related issues or it organizes the poor
around other issues. Organizing the poor around their identity as workers
has several advantages: it helps focus policy attention on the poor as eco-
nomic agents – as contributors to the national economy. It also helps min-
imize other identities which are often used by politicians to divide people
based on caste or religion. Finally, it helps bring together people around
two common basic needs – the need to earn a living and the need for a
sense of dignity. Most of the cases considered in this volume focus on
MBOPs that organize around economic issues. However, as the paper by
Alatas et al. (Chapter 17) shows, organizations built around social, reli-
gious, or cultural issues can also have a significant impact on external gov-
ernance, and thus, in turn, on economic outcomes for the poor.
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Successes and challenges

Defining success

We are interested in identifying the determinants of successful MBOPs.
But, first of all, what is “success”? Crowley et al. (see Chapter 2) define
success in terms of four criteria:

1 [A successful MBOP] achieves the objectives agreed upon by the
members.

2 [It] retains or expands its membership.
3 [It] shows progress towards financial and managerial self-reliance,

inspiring members to maintain their equity stake in the organization.
4 [It] brings improvement to the self esteem, economic, and social well-

being of its members.

Roever (Chapter 14) divides indicators of success into two categories. In
the “internal dimension” are included: building individual capacity, foster-
ing expression and debate, and carrying out concrete projects. In the
“external dimension” are included: gaining access to policy discussions,
achieving favorable policy, and representing voices of the excluded.
Roever’s characterization of success thus looks beyond the narrow con-
fines of outcomes for members, given the existing external policy environ-
ment; it also looks for success in changing these policies through
coordinated collective action. Roever’s discussion also emphasizes process
as much as outcome. Thus, the fostering of expression and debate is rated
as an internal success indicator, and carrying out concrete projects and
representing the voices of the excluded are considered as external success
indicators, as achieving favorable policy.

In our view, the criteria for success of an MBOP have to be context spe-
cific, paying attention to the objectives of the organization. Thus, it would
be inappropriate to classify as failure an MOBP that does not manage to
change a policy because (after having calculated that it cannot influence
that policy) it does the best for its members, given the policy. On the
other hand, all MBOPs know that their ability to help their members is
determined significantly by the external environment, and some of them,
especially as they scale up, do become involved in national and even inter-
national policy dialogue. Even here, given the multitude of forces operat-
ing on policy making at the macro-level, care is needed in attributing
either success or failure in policy change to a particular MBOP or a group
of MBOPs.

We are on somewhat surer ground when success is measured by the
improvement in well-being (as defined in the objectives of the organi-
zation) of the members of the organization, drawing on elements from
Crowley et al. and Roever definitions. Even here, there are two issues.
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The first is again the attribution issue; although the more concrete the
assessment, the easier it is to identify specific causality to the MBOP itself,
rather than other interventions or general trends in the economy. The
second touches on the process versus outcome issue mentioned here.
Although it is difficult to delineate precisely, process matters such as “fos-
tering of expression and debate” and strengthening the ability of the poor
to speak out, should also be categorized as success indicators.

While success can be measured for specific outcomes or specific pro-
jects, Crowley et al. propose two general indicators, which are in one
sense, the result of an aggregation of a series of specific successful out-
comes. These indicators are retention and expansion of membership, and
maintenance by members of their “equity stake in the organization.” An
interesting research agenda is opened up by these considerations. Empiri-
cally, we need information not only on membership numbers but also on
membership fees as a percentage of total core running expenses of the
organization. An organization which expands the former without redu-
cing the latter, in these terms, is doubly successful. And, presumably, this
success would not come unless concrete dimensions of well-being
were improving for the members as a result of their membership in the
organization.

An extreme case of failure is when an organization simply stops exist-
ing. The flip side of this – survival and longevity – seems to accord with the
Crowley et al. indicators discussed here. While it is of course true that
“longevity is not necessarily a good indicator of success, as an MBOP can
be highly successful and then dissolve when it has met its objectives,”
(Crowley et al., Chapter 2), for most organizations dealing with the needs
of the poor in general, with careful interpretation, survival could be inter-
preted as an indicator of success ( just as membership expansion is inter-
preted as an indicator of success). This is the line of argument developed
by Walker and McCarthy (Chapter 3). Using the files of a donor agency
funding social movement organizations in the US, they analyze the sur-
vival of organizations over a period of 12 years and attempt to statistically
identify the causal factors behind survival versus demise.

Determinants of success: lessons from papers

The case studies and arguments in the chapters in this volume provide a
rich source of empirical evidence on the determinants of success in
MBOPs and of the challenges they face. We begin with a review of the
findings of the papers presented in the conference, which also provides
an opportunity for a brief overview of each paper. The volume is divided
into six sections after this introduction and overview:

1 General principles: survival and success
2 Trade unions
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3 Cooperatives
4 Small self-help groups
5 Campaigning organizations
6 Local power structures and MBOPs.

We take up the papers in each of these sections, in turn, focusing on the
lessons for determinants of success of MBOPs.

Crowley et al., in their “Organizations of the poor: conditions for
success,” develop a typology of organizations, metrics for success, and con-
ditions for success, based on a review drawn from United Nations (UN)
reports and from the field experiences of the staff of the Food and Agri-
cultural Organization (FAO) of the UN. We have already seen their defini-
tion of MBOPs and their definition of success. They derive conditions for
success along two dimensions – internal and external. Among the internal
factors is composition of membership. While having some non-poor
members is helpful, having a predominantly poor membership is import-
ant for MBOPs to keep their focus on the poor, and having a relatively
homogeneous membership in terms of socio-cultural and economic con-
ditions, particularly occupation, helps to unify interests. Another factor is
governance structure, including whether members pay significant finan-
cial or in-kind dues, and whether poor members are adequately represen-
ted in management structures. Finally, “an explicit code of moral
conduct,” exemplified by SEWA’s Gandhian roots, is also argued to be a
key determinant of success. On external factors, Crowley et al. highlight
the role of external donor support, which becomes important as an
MBOP grows from perhaps a small grouping to a larger organization.
They are generally negative about the impact of this interaction because
of external influence through finance and undermining of local
dynamism and interest. They also highlight the role of government pol-
icies in setting the broad environment, in which MBOPs can either thrive
or wither.

As noted earlier, Walker and McCarthy, in “The influence of organi-
zational structure, membership composition and resources on the survival
of poor people’s social movement organizations,” conduct a statistical
analysis of survival patterns of a class of rights-based MBOPs over a 12-year
period in the US. They test a number of hypotheses and find in particular
that diversity of funding sources increases chances of survival, as does the
age of an organization when funding is first received. They also find that
individual-membership-based organizations are more likely to survive than
coalitions of rights groups, although this may be because the former
organizations are older in their sample (see finding on age and survival).

The chapter by de Haan and Sen, “Working class struggles, labor elites,
and closed shops: the lessons from India’s trade unions and experiences
of organization,” looks at the history of trade unions of unskilled labor in
India. These arose at a time when the workers were poor and the colonial
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regime did not look kindly upon organizations of workers. And yet, they
now have the classic image of the “labor aristocracy,” with little regard for
the poorest workers in the informal sector, particularly for women who
work in the informal sector. The authors then relate this historical discus-
sion to current concerns about success conditions for organizations of the
poor, particularly, in terms of the debate on how civil society “thickens.”
This can happen through “state–society convergence” (where the state
facilitates emergence of such organizations), external and local civil
society coalitions, and “bottom-up mobilization.” A key factor running
through the story in India, according to de Haan and Sen, is that unions
have not been “able to incorporate the interests of women as workers” and
this is closely related to the need for formal sector unions to become
representative of the informal economy, in which 90 percent of workers in
countries like India operate. From our point of view, de Haan and Sen
emphasize both internal governance factors (development of the “labor
aristocracy” and unwillingness to look beyond the narrow formal sector in
the case of the unions) and external factors (help from the state, or
enlightened officials of the state) to explain the successes and failures of
these, admittedly exclusive, unions.

Ngai describes the work of the Chinese Working Women Network
(CWWN) in her chapter, “China as a world factory: new practices and
struggles of migrant women workers.” CWWN is a Hong Kong-based NGO
that works with migrant female labor in Guangdong Province of China.
The basic problem is the lack of corporate accountability for exploitative
labor conditions, established by multinational corporations in this eco-
nomic enterprise zone. The NGO is not of course an MBOP itself. Rather,
it supports women’s organization in factories. It conducts training work-
shops on labor rights. Ultimately, it is the women’s groups in the factories
that are a nascent form of MBOP. What is needed for these nascent
organizations to grow and succeed? Ngai’s case study demonstrates the
possibility of organizing poor workers even where the legal and political
space for new forms of organization is very narrow. NGOs can bring a
human rights component to the development of MBOPs, even where state
and corporate power combine to limit collective action. Returning to the
observation in de Haan and Sen, industries and governments are not
monoliths; there are ways of finding entry points, especially if there are
individuals within corporations and states who are willing to help.

It is well known that garbage picking is a major form of survival for the
desperately poor in developing countries. They work in hazardous con-
ditions, and when they work as individuals they are exploited by middle-
men. In Chapter 6, “Waste picker cooperatives in developing countries,”
Medina draws together the lessons from successes and failures with these
organizational forms in Latin America and in Asia. He emphasizes
internal capacity and governance issues – lack of education and business
expertise, and “cheating and unscrupulous leaders.” As external factors,
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sympathetic mayors (especially at times of change in administration) and
NGOs who can help in organization and initial operation of cooperatives
are emphasized.

Bhowmik’s Chapter 7, “Co-operatives and the emancipation of the mar-
ginalized: case studies from two cities in India,” links interestingly to the
chapter by de Haan and Sen since it is a case study of cooperatives
founded by trade unions in the two cities – Ahmedabad and Calcutta – in
response to the closure of industrial units due to economic policies. The
role of the external political environment is highlighted. In Calcutta, the
intricate relations between the cooperative, the union that founded it, and
the (Communist) state government are a central part of the story. In some
cases, the relationship was supportive; in other cases it was disruptive. In
Ahmedabad, the case study is that of SEWA and the waste picker coopera-
tives it founded. The help that SEWA’s collective influence gave to the
fledgling cooperatives is emphasized.

Matthews (see Chapter 8) focuses on internal capacity issues in
Community Finance Institutions (CFIs) in Cambodia, in situations of low
literacy. His “Literacy and internal control of community finance institu-
tions in Cambodia” defines a CFI as “an institution that specializes in
delivering financial services and is owned and controlled by its members
within a local community.” However, standard financial control tech-
niques will not work in communities where literacy levels are very low. He
calls for “contextually sensitive tools” relying on “symbols, relational for-
matting, group transparency, and collective memory.” The point that
Matthews is making is a general one on internal capacity building – this
needs to be done in a way that does not privilege a few educated or better-
off members of the organization.

De Weerdt et al. (Chapter 9) study “Membership-based indigenous
insurance associations in Ethiopia and Tanzania.” Their definition is as
follows: “A membership-based indigenous insurance scheme is a locally
initiated association of people, who have voluntarily entered into an
explicit agreement to help each other when well-defined events occur.”
These associations offer insurance primarily for funeral and hospital-
related expenses, with the larger goal of helping households absorb finan-
cial shocks, which would otherwise propel them into poverty.5 The
researchers find these associations to be broadly successful. They are self-
grown and self-managed, and they are broadly inclusive. They seem to fill
the niche between the state and market very well. Perhaps in this case,
non-interference from the state has been a boon. The external cloud on
the horizon, however, is HIV/AIDS. This may lead to increased premiums,
and thus to the exclusion of the poorest members of the community.

Self-help groups are now part of the discourse on development,
especially in microfinance, and are an important type of MBOP. These
are studied by Tiwari and Thakur in Chapter 10 “SHG-based microfinance
programmes – can they remove poverty?” They look at several examples
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of SHGs from Gujarat state in India. The chapter raises an issue that
recurs in this volume – how sustainable is an SHG if it is founded for a
specific project? What happens after the life of the project? Can SHGs
evolve to address another set of issues? Can they endure as part of the
institutional landscape when the project that spawned them is over? Based
on the findings of Tiwari and Thakur, the jury seems to be out on these
questions.

Alsop’s Chapter 11 “Community-level user groups: do they perform as
expected?” looks at the operation of community-level user groups for
three local resource management projects in India (land reclamation,
forest management, and water), based on a survey of 2400 user group
members and representatives. Members are disproportionately male. The
basic finding is that while members seem satisfied with the immediate per-
sonal benefits from the project, they “demonstrated low levels of owner-
ship of the user group and little interest in, or commitment to, the group
as a mechanism for managing cooperation beyond the end of the
project.” This raises the same questions as in Tiwari and Thakur (Chapter
10). It suggests the difficulty of “kick starting” sustainable MBOPs with
external finance and initiative.

D’Cruz and Mitlin study not an MBOP but an NGO, one that supports
a network of MBOPs, in Chapter 12 “Shack/Slum Dwellers International:
one experience of membership-based organizations to pro-poor urban
development.” Shack/Slum Dwellers International (SDI) is a network of
national level federations of urban poor. Each federation is in turn com-
posed of community organizations that, in some cases, are membership-
based saving schemes in which women are the majority of participants.
The experience of SDI, as in the experience of SEWA cooperatives, shows
the power of federating MBOPs. Together, they have a collective power
and voice that no single MBOP can muster. As D’Cruz and Mitlin note,
the “process of federation building is to ensure that the voices of its
members are heard and acted upon within agencies involved in local and
international policy making.” The key, of course, is true representative-
ness on the part of the federation to ensure that it does not itself repre-
sent an “MBOP aristocracy” in the way that trade unions might represent a
“labor aristocracy.”

As noted earlier in this introduction, in “Membership-based organi-
zations of the poor: the South African tradition,” Theron highlights the
trade union and cooperative traditions of MBOPs in South Africa. We
have already listed Theron’s characterization of MBOPs based on this tra-
dition. The chapter makes clear that these same characteristics can be
used as criteria for determinants of MBOP success. He highlights, in
particular, the central role of financial self-sufficiency – “there can be no
true accountability in an MBO that is not sustained by the contributions of
its members. . . . External funding, I have suggested, is one of the drivers
of a top-down tradition of organization.” Theron also highlights the legal
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framework in which MBOPs operate, noting two opposing arguments,
namely that, on the one hand, absorption into a formal legal framework is
problematic, while on the other hand, without such incorporation, sus-
tainability and expansion may be in doubt.

Roever studies 12 street vending associations in Lima, Peru. Her
chapter, “Informal governance and organizational success: the effects of
noncompliance among Lima’s street vending associations,” “explores the
possibility that organizations of informal workers experience only mixed
success because the organizations themselves are run informally.” She doc-
uments how these associations, although they are meant to be accountable
to their members, do not, in fact, have democratic governance structures.
The informal methods of control and management reduce the credibility
of leaders as representatives of their poor members. The noncompliance
referred to in the title of the chapter is this noncompliance with demo-
cratic governance procedures. These internal failures have significant
impact on the abilities of these MBOPs to better the lives of their
members.

In “Membership-based organizations as a reflection of power structures
in rural ‘community’: experiences and observations from Sindh Province,
Pakistan,” Khan argues that it is naïve to think of NGOs, Community-
based Organizations (CBOs), and MBOPs as abstracted from the local
power structures. Focusing on CBOs, she argues that, “beneath it all, it is
social and caste hierarchy that controls how members of CBOs interact
with each other and those around them.” Her study of CBOs in Sindh
Province gives empirical content to these observations. For example, vil-
lagers who were not members of a CBO said “we were not asked to be
members,” “they belong to a higher caste,” “they only associate with their
own kind.” Moreover, the CBOs studied were associated with one indi-
vidual, rather than broadly membership based. Khan argues that this
stands in the way of the potential of CBOs in poverty reduction, since
many of them do have an appreciation of local complexities, and “as
legally registered formal organizations, they can act as much needed inter-
mediaries between their community members and those more powerful
such as landlords, and even donors.”

Devine emphasizes the “immediate relationships and social networks”
in the everyday lives of the poor, and their role in managing a precarious
existence. His chapter, “Doing things differently? The everyday politics of
membership-based organizations,” “rests on the premise that the rela-
tional milieu constitutes the primary cultural terrain upon which people
construct their wellbeing.” Thus, rather like Khan’s argument for Pak-
istan, Devine’s argument, based on evidence from Bangladesh, is that the
operations of MBOPs cannot be analyzed separately from local social net-
works and power structures. Thus, he finds that the MBOP he studies has,
alongside creating new opportunities for its members, also reproduced
“patterns of dependency and clientelism.” This highlights the central role
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of the community context in which the MBOP is situated, in determining
whether it has been “successful,” or even in specifying what is meant by
“success”: e.g. whether changing existing community relationships is feas-
ible or desirable.

Chapter 17 by Alatas et al., “Voice lessons: local government organi-
zations, social organizations, and the quality of local governance,” pre-
sents analysis based on an interesting data set which collected information
on household participation in four categories of “social activity”: sociabil-
ity, networks, social organizations, and village government organizations.
Information was also collected on participation in village decisions.
Village government organizations are created by the central government
and are dominated by retired military officers. A key finding is that, after
controlling for household characteristics such as education and gender of
the head, households that are not members of the village government
organizations are increasingly excluded from participation in local
decision making. While the focus of the analysis is not on MBOPs directly,
the findings do highlight important spillover effects from social activities
to participation in village decisions.

Community-driven Development (CDD) by Bresnyan et al. is the subject
of the final chapter in this volume. The chapter, “Community-driven
development and the Northeast Brazil rural poverty reduction program,”
looks in detail at a particular program supported by the World Bank. Over
50,000 small-scale community investments in rural electrification, water,
and so on have been financed and implemented by 36,000 community
organizations. The potential beneficiaries are 1.2 million households and
7 million individuals. The chapter examines, in particular, the role of
community associations in this program. These are “groups of rural cit-
izens with a common interest and organized into legally constituted civil
organizations (as required under Brazilian law).” There is an analogy with
community user groups studied in Alsop’s chapter, and the same question
is central – will the community associations last beyond the project? Bres-
nyan et al. are more optimistic for Brazil than Alsop is for India.

Internal and external factors and challenges

Let us begin with a broad overview of the key internal (to the MBOP) and
external determinants of success or failure identified in the chapters in
this volume. The internal factors are:

• democratic governance structures whose operation keeps leadership
accountable to members;

• significant role of membership dues, in cash and kind;
• sufficiently homogeneous membership along key dimensions

(poverty, occupation, gender, and so on);
• capacity to manage the running of the organization;
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• the use of federated governance structures as the organization
expands;

• a strongly internalized “code of moral conduct” that guides actions of
the organization and of individuals in the organization.

The external factors are:

• supportive community power structures;
• a broadly enabling legal, political, and policy environment;
• sympathetic individuals in government and bureaucracy;
• external funding and support from NGOs and donors that does not

subvert internal democratic procedures and the objectives of the
organization;

• diversified sources of external finance.

Based on the above discussion, we can identify the following internal and
external challenges that MBOPs face, especially as they expand to address
the problems of a larger membership. The internal challenges are:

• maintaining the strong “code of moral conduct” in the midst of
changing social and cultural norms;

• capacity of MBOPs to manage ever increasing complexity of opera-
tions, without creating a divide between professional managers and
the membership;

• ability of MBOPs to sustain and strengthen the engagement of
members, and to hold leaders accountable, as they scale up or begin
to address a more complex range of issues.

The external challenges are:

• ensure a diversified source of external finance and support, in a
manner that does not undermine the basic nature of the organization;

• changing the local-level power structures and networks that mediate
the impact of the MBOPs’ activities on its members;

• changing the mindset of mainstream planners, policy makers, and
development thinkers about the role of MBOPs in development plan-
ning, policy making, and program implementation, so that a better-
enabling legal, political, and policy environment for MBOPs can be
put in place.

MBOP and policy

The individual chapters in this volume provide plenty of evidence on the
major effect that the broad policy environment can have on the operation
of MBOPs. In the case studies, this has ranged from supportive to neutral
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to downright hostile. The hostility is easy to understand. MBOPs often chal-
lenge existing power structures at the local level, and their ground-level
perspectives may not fit conveniently into the macro-worldview of national
or international policy makers. However, there are those in the policy
world, a growing number, who recognize the valuable, indeed, central role
that MBOPs can and do play in achieving equitable development. What
guidance can we give to the policy community, based on the analysis and
evidence in this volume? We propose five points for consideration.

• First and foremost, there is a need for continued deepening of recog-
nition by the development community, at all levels, of the role of
MBOPs in economic and human development as well as poverty
reduction. It is particularly important for macro-level policy makers, at
the national and international level, to change their mindset – to
recognize MBOPs and to incorporate them into policy planning and
discourse. One of the ways to do this is to identify the types and
numbers of MBOPs that exist in the policy maker’s own country and
to assess their capacities and their needs.

• Second, there is a need in each country to conduct a thorough review
of the legal and regulatory setting in which MBOPs operate. Typically,
they fall under trade union legislation or cooperatives legislation (or
civil organizations’ legislation). As their activities expand and become
more complex, they come into the orbit of other legislation and regu-
lation, for example, on insurance or banking. Laws and regulations
that impinge on MBOPs have not, in general, developed from a sys-
tematic view of the role of MBOPs in development and the best way to
nurture their development and regulate their operations. Country-spe-
cific reviews would reveal the major legal and regulatory constraints
faced by MBOPs, and these could then be addressed legislatively.

• Third, there is a need for financial and other support to MBOPs, as
they scale up and gear up to address the complex issues faced by their
members in a globalizing world – to strengthen the capacity, soli-
darity, and representative voice of MBOPs. This support can be given
directly or indirectly through NGOs, who in turn support MBOPs.
However, as noted repeatedly in this volume, such support has to be
given with great care, otherwise it will end up debilitating or destroy-
ing the MBOPs it seeks to help.

• Fourth, specifically on capacity, there is a need to build linkages which
would strengthen the operational and organizational capacities of
MBOPs. Depending upon the situation, these capacity-building activities
could take the form of training of various types, building linkages with
financial institutions, helping the MBOP assess and take advantage of
markets or helping them to build an understanding of laws and policies.

• Fifth, there is a need to provide MBOPs a seat at the national and
international policy making and regulation-setting table. These efforts
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can range from consultation to formal inclusion in relevant commit-
tees of the government and the bureaucracy. Such representation will
typically happen through federations of MBOPs that represent them.
As noted earlier, an internal issue for MBOPs is how to address their
challenges of expansion, through forming federations to represent
groupings of MBOPs. Many such federations now operate at the
national and international level. Yet, their representation in the coun-
cils of policy making is minimal.

Conclusion

Let us return to the questions posed in the introduction to this chapter:
what structures and activities characterize MBOPs? What is meant by
success? What factors account for success or failure? What are the chal-
lenges faced by MBOPs? How can policy best help MBOPs?

Based on the analysis and evidence of the chapters in this volume, we
hope to have provided the beginnings of answers to these questions. To
summarize the detailed and nuanced argument developed in this chapter:

• MBOPs respond to the needs and aspirations of the poor because the
governance structures are accountable to the members and because
the vast majority of the members are poor.

• Success of MBOPs can be measured not only in terms of the direct
impact on the well-being of their members, but also in terms of their
impact on the wider policy environment.

• There are internal and external factors behind successes and failures.
These include: functioning democratic structures; capacity to run the
organization; a moral code that guides actions; an enabling legal,
political, and policy environment; diversified sources of finance and
support that do not themselves undermine the MBOP.

• The internal and external challenges that MBOPs face, as they scale
up and face increasingly complex issues, include: enhancing manage-
ment capacity, maintaining accountability of organization to
members, ensuring an enabling rather than debilitating flow of exter-
nal finance and support, changing the policy and regulatory environ-
ment so that it becomes more enabling of MBOP operations and of
the members of MBOPs.

• The main policy recommendations that follow from the analysis
include: a review in each country of legislation and regulation as it
impinges on MBOPs, to develop proposals for reform that enable
their operation and expansion; the purposive inclusion of MBOPs in
councils of national and international deliberation and policy making;
and financial and capacity-building support, directly and through
NGOs, delivered in a manner that does not debilitate the organization
itself.

Membership-based organizations of the poor 19



Without their own MBOs, the poor will not be able to mediate the wider
environment, turn it to their benefit and hold it accountable. Without
MBOPs to put pressure and make demands, more powerful interests in
the wider environment will not be responsive or held responsible. As the
studies in this volume demonstrate, MBOPs are already playing a wide-
ranging role across the globe, in different settings and contexts. Their
presence and vitality attests to the need for them. But they face chal-
lenges, and need the support of policy and policy makers. We hope that
this volume lays the basis for further conceptual, empirical, and policy
analysis, which will help MBOPs in their task of mediating the processes of
development and change, for the benefit of the poor.

Notes
1 www.sewa.org
2 The conference website is available online at: www.wiego.org/ahmedabad/.
3 Before the conference, paper presenters engaged in an “Exposure and Dia-

logue” program, where they stayed in the homes of SEWA members to under-
stand better the impact of an MBOP on the lives of poor women. Their
experiences have been brought together, available online at: www.arts.cornell.
edu/poverty/kanbur/EDP05Compendium.pdf.

4 This is not the place to get into esoteric and technical discussions of the defini-
tion of “poor” and “poverty”. In fact, most standard definitions (for example,
those based on the Millennium Development Goals) will work well, with suitable
local adaptation, for the cases we are considering.

5 In some societies, including India, mutual insurance is offered primarily for
death ceremonies and marriages, more so than health or medical expenses.
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Part II

General principles
Survival and success





2 Organizations of the poor
Conditions for success1

Eve Crowley, Stephan Baas, Paola Termine,
John Rouse, Pamela Pozarny and Geneviève Dionne

Introduction

Throughout history, four main strategies have been used to support the
survival of the poor (Iliffe 1987: 7). First, charitable institutions motivated
by religions and individual philanthropy have been created to care for the
poor. Second, forced confinement has been used to contain the poor,
particularly lepers and stigmatized groups. The efforts of the poor them-
selves, as individuals who strive to improve their own livelihoods, is the
third and by far the most common strategy. Finally, organizations of the
poor have been created to enable the poor to escape from poverty. It is
this last strategy that is the focus of this chapter.

Under what conditions have organizations of the poor emerged and
what are the main types? Who makes up their membership and how do
they evolve over time? What are the internal and external factors that
promote or inhibit sustained membership and effective impacts?

Based on an institutional review of member-based organizations of the
poor (MBOP), drawn primarily from the field experiences of staff of the
Food and Agriculture Organization (FAO) of the United Nations (UN)
working with rural institutions in developing countries and a selection of
project reports produced by UN agencies, the authors attempt to answer
these questions to enable emerging organizations of the poor, or those
who assist them, to recognize some of the elements critical for the effec-
tiveness and sustainability of these organizations.

After providing a working definition of MBOPs and what is meant by
“success”, the chapter distinguishes several broad types of MBOPs along a
continuum, based upon the processes by which they are formed and sus-
tained. Following a summary of some of the external factors influencing
the emergence of MBOPs, the chapter explores key internal factors in
MBOP success. The chapter concludes by summarizing major findings
and highlighting key factors affecting the ability of MBOPs to scale up.



Towards a working definition of MBOPs

Membership-based organizations of the poor are distinctive among mem-
bership-based organizations (MBOs) because they are controlled by,
accountable to, and seek to fulfil the objectives of their poor members.
The poor are those who live at or below subsistence level, under the
national poverty line, and include those bereft of income, power,
opportunity, and security. MBOPs are defined as organizations that poor
members control and partially or fully finance and whose membership
exhibits the following characteristics:

• The majority are poor.
• They have joined on a voluntary basis.
• They agree to work together to achieve collectively defined objectives

that are important to their poor members (Tilakatatna 1980: 2).
• They have developed, agreed upon, and engage in their own decision-

making structures.
• They provide a financial or in-kind contribution as a condition of

membership.

Membership-based organizations of the poor (MBOP) are member-
financed organizations2 that have some measure of financial, administrative,
and technical ability to operate independently and survive and sustain their
activities in the long run. MBOPs are frequently referred to as “self-help
groups” and “community-based organizations” in the rural development
literature. But MBOPs can also take the form of labour-sharing and savings
groups, street gangs, producer, religious, and ethnic associations, micro-
enterprises, cooperatives, trade unions, federations, national apex bodies,
networks, international alliances, and social and political movements.
However, only when these organizations are controlled and at least partially
financed by poor members themselves are they considered to be MBOPs. 

Groups of people sharing an ascribed status, such as an age grade,
tribe, clan, or caste, are not necessarily MBOPs, since members become
part of these groups involuntarily or at birth. Membership in MBOPs is, by
definition, achieved voluntarily, even if social pressure can sometimes be
an incentive for people to join an MBOP. However, people of certain
ascribed statuses, for instance the infirm, disabled, orphans, widows, out-
castes, and victims of political insecurity and natural disasters, are often
among the poorest members of society and sometimes choose to form
MBOPs to improve their well-being. 

What is success?

For the authors, “success” means sustained, rather than short-term,
achievement.3 An MBOP can be considered “successful” when it fulfils all
the following conditions:
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• achieves the objectives agreed upon by members;
• retains or expands its membership; 
• shows progress towards financial and managerial self-reliance, inspir-

ing members to maintain their equity stake in the organization; 
• brings improvement to the self-esteem, and economic and social well-

being of its members.

Types of organizations and external factors that influence
success

A continuum of organizations of the poor

Along the continuum of MBOP types, two end points can be distinguished
based on the conditions under which they form and on their degree of
autonomy. At one end are self-organizations of the poor, which are
autonomous, self-started organizations that subsist exclusively with
internal support. At the other end are externally supported MBOPs,
organized by external agencies and supported entirely by external funds.
Most MBOPs, however, fall somewhere along the continuum between
these two extremes (see Matrix 1).

It is common for organizations to shift across these different types over
time in response to specific historical opportunities. For example, an
organization established by a benevolent individual can, over time,
become owned exclusively by poor members (Hanko and Chantrabum-
roung 2003; SEWA 2004a), just as self-organizations of the poor can
become co-opted by non-poor individuals and organizations (Walhof
2003). Some MBOPs have proven to be remarkably resilient and durable,
while others have disappeared (Matson 1990).

The way in which an MBOP is formed and its degree of access to, and
dependence upon, external funding influences its success and survival.
However, as Table 2.1 shows, the two end points of the continuum of
MBOPs also tend to be characterized by differences in scale, autonomy, and
focus. Although there are too many types to be covered comprehensively
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Internal External

Support/funding Internal Self-organizations of Hybrid: externally 
the poor organized, internally

supported
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here, some examples can illustrate the range of MBOPs along this contin-
uum and clarify some of the factors that influence their success.

Self-organizations of the poor are created, owned, and sustained by
poor members and are present in all parts of the world in a variety of
forms. Particularly common are the small, relatively informal, trust-based
self-help groups, including savings clubs, funeral associations, water user
groups, mutual aid societies, and village banks (Van Duuren 2003; IFAD
2000a: 7, 2000b: 16, 2004c; Marsh 2003; FAO 2002: 16; Crowley 1993).
These are usually limited in size between five and 25 individuals, of which
most are of a similar socio-economic status. Also included among self-
organized MBOPs are the guilds of beggars and semi-criminal gangs of
the Hausa of West Africa (Cohen 1969: 42–7), modern China (Lu 1999),
and elsewhere that distribute begging activities, monopolize the industry
in particular neighbourhoods, and provide mobility, security, and other
services to their members. Self-organizations of the poor also include rural
refuge communities, voluntary ethnic and mutual aid associations organ-
ized in urban areas, and war-affected zones and refugee camps that offer
food and care to sick members, provide jobs, encourage adoption of desti-
tute children, and offer other services (Marsh 2003: Annex 9; Crowley
1990: 277–8; Iliffe 1987: 176–8, 263). 

At the other end of the continuum are MBOPs supported almost
entirely by external donors, whether charitable individuals, governments,
non-governmental organizations (NGOs), or development agencies.
These also assume various forms. They include the financially self-reliant
groups of the rural poor created through an approach pioneered by FAO
in the mid-1970s (Small Farmer Development Programme in Asia) and in
the 1980s and 1990s (People’s Participation Programme). Externally sup-
ported MBOPs also include the new microfinance groups which inter-
national institutions encourage the poor to create in order to facilitate the
transfer of credit and services (IFAD 2000a, 2000b, 2000c), some of
Kenya’s Harambee groups (Thomas 1985), and the rural producer organi-
zations and federations supported by Burkina Faso’s Ministry of Agricul-
ture, Hydraulics, and Water Resources.

Along the continuum of MBOPs are a number of hybrid examples,
including organizations that receive partial support from external sources,
either when self-organizations approach donors for financial support or
when donors seek out existing organizations to support (Marsh 2003;
Messer and Townsley 2003).

In ideal situations, the role of external donors becomes one of building
“on the foundations of solidarity that keep the community social order
functioning” (Lundin 1999: 13), by strengthening existing MBOPs
through technical assistance such as capacity building, group savings, liter-
acy, business management, and communication (FAO 1990, 1994, 1995,
1998, 2001, 2002; Ali and Baas 2004; Hanko and Chantrabumroung 2003;
IFAD 2000a, 2000b, 2004a, 2004c). Such support also comes from NGOs
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and national governments, and sometimes enables existing MBOPs to
become legally recognized by governments and to gain access to funds,
services, and a place at the negotiating table (ARBAN 2004; Praxis 2004;
RISE 2004; Marsh 2003: 40–6). 

Some hybrid MBOPs are created through the stimulus of “outsiders”,
including trade union organizers, social reformers, and educated elites
(de Haan and Sen 2005), are run by poor members, and rely upon a mix
of internal and external contributions. One example is the Movimento Sem
Terra (MST) in Brazil, which was founded in 1984 to promote agrarian
reform for the benefit of four million landless rural families (Stedile 2002;
Wolford 2003). It is a decentralized movement built upon diverse
“actions” to occupy underutilized land. Not only do the members con-
tribute at least 2 per cent of their production or the equivalent in labour
to the movement, but the governments, the Catholic Church, the Euro-
pean Union, US businessmen, and others also provide financial resources
(Stedile 2002). A second example is the Self-Employed Women’s Associ-
ation (SEWA), (SEWA 2002, 2004b) which was founded in 1972 as a trade
union to support the self-employment of poor women workers in the
informal sector in Ahmedabad, India. SEWA is owned and democratically
run by self-employed women, and is aimed at their financial self-reliance.
In 2002, SEWA received less than 3 per cent of its funds from its own
members, with the remaining resources coming from “institutional
donors” (SEWA 2004b).

External factors that influence emergence and success

Comparisons of these different types reveal some of the factors that influ-
ence success. Self-organizations of the poor are usually small enough for
members to know each other well, have a sense of each others’ actions
outside of the group, and exercise peer pressure. Their objectives and
activities are defined and limited by the interests, contributions, and gov-
ernance capacity of their members, which makes them relatively
autonomous. While self-organizations of the poor are easy to establish and
replicate and can be long-lasting, many of them are short-lived because
they are vulnerable to the presence or absence of particular individuals.
They also frequently encounter difficulties in transcending ethnic, social,
and religious differences in membership.

Compared to self-organizations of the poor, externally funded MBOPs
tend to undertake a comparatively wider range of income-generating
activities.4 However, the supply-side targets of external funding organi-
zations often take precedence over the effective demand for these finan-
cial resources or the capacity of MBOPs to prioritize, plan, manage, and
monitor the funds or other assistance effectively. MBOP dependence
upon external sources of support 
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• creates a market incentive for individuals to join together to access
funds (IFAD 2004b, 2004d; Douglas and Kato 2004: 25, 55); 

• undermines local incentives to save (FAO 2002: 3); 
• distorts member investment behaviour, leading to investment in inap-

propriate technologies; 
• supports rule-based rather than reputation-based financing (Marsh

2003: Annex 10: 5) thereby encouraging defaults; 
• favours the entrepreneurial poor (and non-poor), rather than the

poorest members of the community;
• creates dependency on external resources, causing organizations to

dissolve once the funding ceases (Douglas and Kato 2004: 55; IFAD
2000a: 27).

As a result, these organizations are easily co-opted by external agendas.
Even well-meaning donors may actively influence MBOPs in their choices
of activities and in the ways they are governed, affecting the organization’s
pro-poor focus, or inhibiting members from identifying their own creative
solutions to address new problems as they arise. Because the decisions
taken are ultimately circumscribed by the priorities of external donors,
such support may also hinder the development of a decision making
capacity within MBOPs. Donor pressure to produce “visible” results also
creates incentives to demonstrate short-term outputs rather than to
ensure longer-term outcomes (IFAD 2000b: VII).

There is also some evidence that a policy of external support for the
creation of MBOPs may diminish the local dynamics of the poor to organ-
ize themselves (Douglas and Kato 2004: 55). This occurs as a sort of
crowding-out effect, as limited human resources are co-opted by the
MBOPs with external funding; potential members come to expect this
funding at the expense of poorer-resourced autochthonous efforts to
organize. “Quick fix” interventions tend to encourage this “dependency
culture” in poor communities, since they do not engage in the longer-
term processes required to build local capacities, internal credibility of
groups, and accountability to the poor. 

Hybrid organizations are of particular interest because, in some cases,
they combine the strengths of self-organizations of the poor and the
advantages of externally supported organizations: a strong membership
base and member equity contributions, combined with a capacity to
expand membership and diversify activities through external funding.
They also suffer from the vulnerabilities of both types. However, unlike
externally supported MBOPs that are rarely effective in bringing about
fundamental socio-economic changes (IFAD 2004a: 51, 2000b: xi; McGee
2002: 113), this combination of characteristics enables the larger of these
hybrid organizations to have some impact on the policies and socio-
economic conditions that perpetuate poverty. Over time and with support
from a diversity of sources, some hybrid organizations have successfully
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expanded beyond their original locations and membership, particularly if
an emphasis is placed on organizing, expansion, and policy impact. In the
process, they sometimes succeed and sometimes fail in retaining a pro-
poor focus. 

Beyond how these organizations are conceived and supported, certain
external conditions also appear to have an influence on MBOP formation
and survival. In many parts of the world, MBOPs in the form of mutual
assistance groups have emerged historically in the absence of formal safety
nets or government programmes to cater to the basic needs of the poor.
In some cases, the converse has also been true: strong public welfare
systems have created disincentives for the poor to organize themselves. 

The absence of informal safety nets also appears to play a role. Larger-
scale MBOPs that transcend ethnic, religious, and social differences
appear to emerge particularly where there are large numbers of poor
people or where there are evident wealth disparities, situations which
make collective action easier and less costly due to economies of scale.
Volatile and transient contexts, such as emergency, post-conflict, and
major migration zones, where customary social institutions are absent or
incapable of caring for large numbers of the poor, also appear to be con-
ducive to the emergence of MBOPs (Marsh 2003: 53, 62; Iliffe 1987). 

Yet, government policies to improve access by the poor to basic services
have provided an impetus for the creation of MBOPs. The 1940s’ shift in
colonial policies from improving the welfare of destitute groups to
community development approaches, as the primary method to reduce
poverty and support the poor, and the subsequent mainstreaming of par-
ticipatory approaches in development practice in the 1970s and 1980s
(FAO 1978/79, 1990; Cernea 1991; Chambers 1997; Grillo and Stirrat
1997; Huizer 1983, 1997; McGee 2002; van Heck 1989; Watt et al. 2000;
Woost 1997) contributed to the creation, proliferation, and strengthening
of MBOPs. Donor and government support for such organizations was
further intensified in the 1990s, as the state withdrew from rural service
provision, decentralization and privatization processes took hold, and the
influence of civil society grew. 

Militating against the emergence of MBOPs are traditional, socio-
economic “levelling mechanisms”, which tend to protect the privileged
positions of local power holders. Open suppression by dominant political
groups that view large groups of the poor as a threat to their own status
and civil stability can also prevent the development of MBOPs. This is a
common feature of dictatorial regimes where the rights of association are
either absent or not respected (see examples in Stedile 2002; Marsh 2003:
Annex 12). Public apprehension of the organizational efforts of the poor
has often led them to organize under apolitical guises.5 The absence of
policies, and legislative and regulatory frameworks that uphold the rights
of association, assembly, and freedom of expression can also stifle these
efforts.
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Internal factors influencing success

Objectives and improvements in well-being

Many MBOPs combine social, economic, and other objectives (Bonfiglioli
2003: 14–15) ranging from group savings to agrarian reform. Members
assess the value of being part of an organization by its ability to achieve
these objectives. Even the apparently simple act of affording members the
opportunity to analyse their own problems and propose objectives implies
a power to control one’s own destiny and can be profoundly empowering
(Ali and Baas 2004: 12). Many of the improvements in well-being that
members report go far beyond the specific objectives of the MBOP and
can be incentive enough for members to continue to participate in the
organization. Poor members, and women in particular, report improve-
ments in security, dignity, status, respect, confidence, sense of self-worth,
decision-making power, and access to public services as benefits of partici-
pation in MBOPs and “in overall community development activities”
(IFAD 2000b: v, 2000c: 16; Geran 1996). Furthermore, the benefits of
group membership are not limited to members, since MBOPs have been
known to produce shifts in community perceptions about the capabilities
of the poor (Hanko and Chantrabumroung 2003: 28). 

Composition of membership

Many MBOPs are not composed exclusively of the poor. Group composi-
tion is important because it affects the “process, potentials, and outcomes
of the group experiences” (Kilavuka 2003: 10). Ensuring that a critical
mass of members is poor appears to be important for MBOPs to remain
centred on actions that benefit the poor. Some development agencies
employ mechanisms to target poor households and to ensure a pro-poor
composition in the MBOPs they support (Ali and Baas 2004). 

These organizations of the poor tend to be more successful when
members share one or several socio-economic conditions and are relat-
ively homogenous. MBOPs whose members have common occupations,
geographical residence, gender, language, or tribal, ethnic, religious, or
caste affiliation appear to have some advantage in defining common
objectives. Of these, occupational homogeneity is especially critical for
providing a unifying set of interests and skills and clarity on the obstacles,
policies, market chains, and relationships to be addressed, fostering group
cohesion, and minimizing conflict (Ali and Baas 2004: 19; Crowley 1993:
53; IFAD 2000b; SEWA 2004b; Stedile 2002: 9–10). Occupational homo-
geneity can remain remarkably stable over time, and as the building
blocks of larger scale MBOPs (e.g. SEWA 2002), appears to be a pre-
condition for scaling up. 

Nevertheless, it is common for MBOPs to include a few non-poor
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member elites, organizers, or “outsiders” who have literacy, organi-
zational, and entrepreneurship skills that are not characteristic of the rest
of the membership (de Haan and Sen 2005; IFAD 2000a; Kilavuka 2003:
16; Stedile 2002: 4–5). Non-poor members can play a critical role in the
transfer of these skills to poor members (Ali and Baas 2004: 38). However,
the presence of both poor and non-poor members in an MBOP con-
tributes very little to removing the socio-economic disparities existing
between them.

The advantages or disadvantages of mixed-gender membership are less
clear. In Yemen, women’s organizations have benefited crucially from the
support of men in the communities (Ali and Baas 2004) and in Kenya and
Uganda, mixed-gender MBOPs have been found to be effective (IFAD
2000c: 16; Kilavuka 2003). However, in contexts in which women’s status is
significantly lower than men’s, mixed-gender MBOPs have difficulty in
ensuring adequate women’s influence over decision-making and women-
only groups appear to be the best option (IFAD 2000c: 16; IFAD 2004d). 

Development of governance structure

Governance structure and rules have a bearing on an MBOP’s cohesion
and achievement of its objectives. Although a vast subject, five factors
particularly illustrate the impact of governance on MBOPs.

The first fundamental element of governance is the equity stake of
members in the organization. “Equity stake” refers to the in-kind or finan-
cial contribution that members make to be part of the organization.
There is a positive correlation between the weight of a member’s equity
stake and their interest in governing the organization so as to gain a just
rate of return on that investment (Rouse 2001: 3; IFAD 2000b: xi). 

A second factor affecting governance is group size and structure, the
optimal forms of which vary depending upon the objectives of the organi-
zation. For informal savings groups, small numbers of members tend to
work best (IFAD 2000a: 16; IFAD 2000b: 7), whereas for social movements
seeking broader socio-economic reform, very large numbers of members
can be essential (Stedile 2002). The optimal organizational structures,
whether highly decentralized (Stedile 2002) or very hierarchical (Lu
1999), also vary depending on the objectives of the organization.

A third dimension of governance is leadership. Mechanisms for electing,
rotating, and mentoring leaders are important for successful MBOPs.
Weighted representation in management structures to include different
socio-economic groups can promote cohesion in heterogeneous organi-
zations (Kilavuka 2003: 12–17). Regular meetings between members and
management help to maintain a shared vision. However, there is no hard
and fast rule about the value of elite involvement. Some MBOPs create
honorary advisory positions in their governance structures to accommo-
date traditional leaders, and active participation of such leaders serves as
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an incentive for members to participate and strengthens the credibility of
the organization (Douglas and Kato 2004; Ali and Baas 2004: 31; IFAD
2004c). If not carefully managed, however, the involvement of local elites
offers them an opportunity to take control of an MBOP legitimately
(IFAD 2004c). Effective leaders hold themselves accountable to members
and find solutions to their changing concerns (Kilavuka 2003: 32–41).

Fourth, internal rules to govern group operations (FAO 1995, 2002;
IFAD 2000a, 2000b), which are consistently applied to all members, are
valuable for ensuring that heterogeneous organizations do not fracture
along the lines of socio-economic difference. Even for informal MBOPs,
clear oral or written rules are the foundation for collective action. Internal
regulations of successful MBOPs are developed and refined by the
members themselves, fall within the parameters of national laws, and
change over time. In later stages of MBOP development, the rules often
become more complex and analogous to a charter. When MBOPs surpass
a certain scale of membership, written constitutions can be helpful. The
formal or informal status of the organization and its legal status are not
clearly linked to MBOP success or sustainability. Rotating savings and
credit associations, for example, have operated for centuries without
formal status. On the other hand, formalization may bring some advan-
tages to larger MBOPs, helping to reduce conflicts over internal rules,
while clarifying responsibilities and profit sharing among members (Ali
and Baas 2004). 

A fifth characteristic of many successful larger-scale MBOPs, particu-
larly those that resemble social movements, is an explicit code of moral
conduct. Successful MBOPs often selectively adopt positive elements of cus-
tomary practices into their governance structures as vehicles for develop-
ment, conflict resolution, solidarity, and appropriate moral behaviour.
Such codes define the ethics and value system to which members aspire
and are sometimes modelled on religious or philosophical ideologies. In
SEWA, these values “are explicitly reinforced many times a day, at the
opening of every meeting, through a series of songs/chants making refer-
ence to Hindu, Muslim and Buddhist belief” (Crowley 2001: 3; SEWA
2002: 2–3) and have been successfully employed to breed inclusiveness of
historically marginalized groups. 

Scope and diversity of organizations’ activities

Successful MBOPs select their activities based on membership demand,
but the number and scope of activities undertaken largely depend on the
resources available. Smaller-scale MBOPs that rely exclusively on their
members’ savings tend to engage in a more restricted range of activities.
As MBOPs scale up, they flexibly incorporate a range of new self-help
activities on demand, such as income-generating initiatives, vocational
training, and literacy education. To be successful, however, MBOPs must

34 E. Crowley et al.



ensure that they have reached a certain level of organizational maturity
and membership participation before slowly diversifying their activities,
taking care to monitor the process carefully (IFAD 2000b; Ali and Baas
2004; Crowley 2001).

A first set of core activities in most MBOPs relates to building members’
capacities to run the organization themselves. Training helps to build the
capacities of individuals to operate effectively in the organization, reduce
isolation, identify their own priorities, and plan a way out of poverty. Some
agencies consider that the capacity of members to manage their own
organizations is of paramount importance for success, and dedicate time
and energy to on-going training in group formation, enterprise develop-
ment, financial management, and other skills (Ali and Baas 2004; Hanko
and Chantrabumroung 2003; IFAD 2000a, 2000b, 2004c). Capacity build-
ing serves a dual purpose: it builds the skills of individuals and improves
the effectiveness and sustainability of the organization as a whole.

A second set of activities relates to generating productive or financial
capital to provide members with some type of financial security. The most
common reason for members to join MBOPs is to build their savings or
gain access to credit, insurance (such as SEWA’s support for identity cards
and unemployment benefits), employment, land, or other safety nets.
MBOPs usually engage in at least one activity which significantly benefits
poor members. Generating productive and financial capital appears to be
especially important for externally-funded MBOPs.

A third set of activities has to do with lobbying for the influence and
negotiation power of their constituency. Compared to poor individuals,
organized groups of the poor have a better chance to improve their well-
being, access information channels, “redress disparities in power and in
the distribution of resources” (Thomas 1985: 4), “assert their right to a
legitimate share of social resources” (Tilakatatna 1980: 3), and compel
attention to their needs by local elites and policy makers (IFAD 2001: 11).
By joining organizations, poor individuals gain access to a wider range of
resources, skills, information, knowledge, experience, and assets, as well as
to the power that their combined numbers represent. Creating an MBOP
is fundamentally a political act.

MBOPs striving to achieve policy reform, such as SEWA and MST, give
great importance to the numbers of their members. In order to convince
government officials of the need to change particular policies, statistics on
the numbers of poor who are affected by those policies are essential.
Hybrid organizations occasionally have to conduct research and censuses
on their constituencies to demonstrate the numbers who stand to benefit
from policy reform (Crowley 2001: 2). MBOPs provide the poor with an
entry point to negotiate with donors who would not, in other instances,
consider individual requests and the leverage needed to negotiate with
local authorities and to “face markets, state institutions and local struc-
tures of power that discriminate” against them (Hussain 2004: 2I).
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Hybrid organizations also invest time in raising awareness, organizing,
and recruiting new members. To expand an MBOP’s influence beyond a
specific locality, inter-group associations and horizontal networks that
include other like-minded organizations can be helpful. Some cases
reviewed demonstrate that MBOPs can afford poor women new physical
mobility, expanded contacts with banks, NGOs, and district authorities,
awareness of political and property rights, and increased confidence
(IFAD 2000b), all of which are vital skills for negotiation. MBOPs have
also negotiated successfully with project authorities to build new rural
infrastructure (IFAD 2000b), governments and public services to establish
pro-poor procedures, employers to improve employment conditions and
reduce the vulnerability of workers and small-scale farmers, the judiciary
to provide legal representation to their members, and traders and other
middlemen to increase the prices they pay for the produce of the poor.

Scaling up and linking MBOPs with other institutions

In order to have some impact on the laws and policies that lock the poor
into poverty, effective links with and impacts on other institutions are crit-
ical. Relationships with external organizations tend to be established
through the individual contacts of members, whether planned or circum-
stantial. MBOPs that have developed enduring relationships with other
organizations have done so by transforming personal contacts into
broader institutional relationships. 

Peaceful coexistence between MBOPs and governments is sometimes
made possible by coordination and clarification of their distinct domains
of activity, which enables MBOPs and local governments to recognize the
value added of their differences and to define mutually supportive legal
relationships. Some MBOPs have policy linkages with higher level govern-
ments that permit joint development planning, and others enjoy the
support of local governments in the provision of various types of social
infrastructure.

However, MBOPs that maintain relationships with organizations of the
non-poor for policy and advocacy purposes also run the risk of losing their
own pro-poor focus. This happens gradually, as the interests of even well-
intentioned external policy advocacy groups, often dominated by power-
ful constituencies, overtake the primary economic services and concerns
of the MBOP’s internal constituency. Some MBOPs try to manage this risk
by creating subcommittees within their own management structures to
ensure that external policy advocacy and internal activities are managed
separately (Ali and Baas 2004). Larger-scale MBOPs, such as SEWA and
MST, consider their autonomy to be vital and invest time and resources to
ensure that they remain independent from political parties and other
external political and religious influences (Stedile 2002: 4).

Many experiences show that larger-scale, hybrid MBOPs, such as unions
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or social movements, tend to encounter greater resistance from govern-
ments than do less threatening, community-based MBOPs. There are also
cases, however, in which MBOPs that are initially considered threatening
gradually develop a more cooperative relationship with governments. In
essence, acceptability of the organization within a larger social and polit-
ical context does not necessarily influence an MBOP’s success. While
acceptance may facilitate an MBOP’s work and longevity, some are effect-
ive particularly because they offer an alternative social model, which may
appear at odds with the dominant political and social context. 

Summary and conclusions: conditions for successful
MBOPs

Given the diversity of MBOPs and the socio-economic, agro-ecological,
legal, and regulatory and policy contexts in which they are found, no blue-
print combination of characteristics can guarantee their success or failure.
However, lessons on how MBOPs have tackled common problems and
risks can be helpful to strengthen the capacities of organizations of the
poor to achieve their objectives and to develop into sustained organi-
zations. Responses to three questions provide a useful structure for sum-
marizing the main points raised in this chapter.

What are the conditions that have given rise to organizations of the
poor?

Organizations of the poor can be entirely organized and funded by the
poor themselves, by an external organization, or by some combination of
internal and external support and funding. How an MBOP is formed and its
degree of access to and dependence upon external funding are important
because they influence its success and survival over time. MBOPs appear to
emerge in contexts where there is an absence of formal safety nets, and
weak or nonexistent government and private welfare programmes catering
to the basic needs of the poor. Contexts which contain large, concentrated
numbers of poor people and where customary social and family support
systems are absent are particularly favourable to MBOPs. MBOPs also
appear to emerge in contexts where government policies promote access by
the poor to basic services, where the state has withdrawn in favour of decen-
tralized and privatized authorities, where the influence of civil society is
strong, and where development partners offering financial or technical
support use community development and participatory approaches as a
means for poverty reduction. In contrast, traditional socio-economic “level-
ling mechanisms”, open suppression by dominant political groups, and the
absence of policies and legislative and regulatory frameworks that uphold
the rights of association and freedom of expression hinder the emergence
and development of organizations of the poor.
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What are the internal factors that make for successful MBOPs?

A successful MBOP achieves collectively defined objectives, retains its
membership, inspires members to maintain an equity stake in the organi-
zation, and improves the well-being of its members. Members have to feel
that the organization is representative of their interests, as reflected in
objectives and rules of governance that they have defined and in the
organization’s capacity to adjust to members’ changing needs. While
mixed skills and mixed gender within the membership can sometimes
strengthen an MBOP’s ability to achieve its objectives, maintaining a poor
majority and some level of occupational homogeneity appear to be more
important for the success of an MBOP. Well-trained leaders who possess
some locally valued leadership qualities, a clear understanding of their
responsibilities, and an ability to recognize emerging needs are also para-
mount. Regular elections or periodic confirmation of leaders, mentoring
of future leaders, and safeguards to avert “take over” by local elites have
also proven to be advantageous.

For MBOPs to be successful, members must consider that the benefits
from cooperation exceed their investments. An appropriate size and struc-
ture of the organization in relation to the objectives it wishes to achieve
can encourage effectiveness. Successful MBOPs usually support some
activities to strengthen the capacities, incomes, and influence of their
membership.

What factors affect the ability of MBOPs to influence others and to scale up?

The organizational types outlined in this chapter are helpful for under-
standing the limitations that MBOPs need to overcome in order to scale
up. The restricted funding sources and membership base of self-
organizations of the poor tend to limit their scale and diversity of activ-
ities, while externally supported organizations are often less stable over
time, and run the risk of losing their pro-poor focus. Although they also
suffer from the vulnerabilities of both of these types (see Table 2.1),
hybrid organizations sometimes succeed in combining the strengths of
self-organizations of the poor and the advantages of externally supported
organizations, demonstrating responsiveness to their poor membership
and the stability of member equity contributions, combined with a capac-
ity to expand membership and to diversify activities. This combination
provides hybrid organizations with a potential to scale up, to attract a
broader constituency, and given sufficient time and numbers, to effect
fundamental political, social, and economic changes. 

To scale up effectively, MBOPs must reach a certain level of organi-
zational maturity and only gradually expand their membership and diver-
sify their activities. Beyond the internal mechanisms summarized in the
previous section, MBOPs that wish to scale up need to build the capacity
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of new members regularly and ensure that their funding is stable and drawn
from a diversity of sources. As MBOPs scale up, the internal rules often
become more complex and analogous to a charter or constitution. Written
rules, regularly disseminated through oral media in local languages, are
important for maintaining the internal cohesion of MBOPs as they expand.

Mechanisms for obtaining new recruits are essential if an MBOP is to
expand beyond its original location, while maintaining its pro-poor focus.
However, a key challenge is to ensure that there is sufficient trust for
members to engage in joint action. This is the critical factor limiting the
size of self-organizations of the poor. Trust is particularly difficult to
achieve in larger-scale organizations, but can be managed successfully
through two mechanisms: expansion around occupationally or regionally
focused trust-based groups and the establishment of an ethical or moral
code of conduct within an MBOP’s governance structure to reduce con-
flicts and promote solidarity.

Creating an MBOP is fundamentally a political act. Not surprisingly,
larger-scale MBOPs that take the form of social movements tend to
encounter greater resistance from governments than do less threatening
community-based MBOPs. As an MBOP grows, its capacity to influence
other organizations also increases, as does the tendency of it being seen as
a challenge to other organizations and politically and economically
dominant groups. Large-scale MBOPs are particularly susceptible to being
co-opted by politicians and political parties as part of their campaigns and
therefore may grow or decline in influence in keeping with political
favour. Some MBOPs choose to remain independent from political and
religious groups in order to maintain their autonomy. Many MBOPs have
to tread a fine line between conformity and political pressure in order to
bring about lasting improvements for their members.

Notes
1 The authors are grateful to a number of reviewers who contributed information

and comments that greatly enriched the chapter. From FAO, these include Ian
Cherrett, Janus Juhasz, Bernd Seiffert, Vladimir Evtimov, Leith Deacon, Calvin
Miller, Maria Pagura, and Gerard Ciparisse. In addition, the authors would like
to thank Robin Marsh, Kristen Appendini, Zarina Douglas, Paolo Silveri,
Ashwani Muthoo, Pablo Eyzaguirre, the participants at the conference on
Membership-Based Organizations of the Poor and SEWA members who pro-
vided comments on the ideas presented in this chapter. 

2 MBOPs are “organizations” or structured sets of individuals who are assigned
specific roles and responsibilities to attain certain collective goals. Organizations
are distinguished from “institutions”, which refer to definable sets of socially
accepted rules that regulate social behaviour and govern different types of
collective action. Thus, a football team is an organization, whereas the game,
which follows a set of rules, is an institution. 

3 However, longevity is not necessarily a good indicator of success, as an MBOP
can be highly successful and then dissolve when it has achieved its objectives.

4 The potential uses that MBOPs have for micro finance is so varied that
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international finance institutions commonly develop criteria or broad para-
meters only for how these funds are not to be used. 

5 It is no coincidence, for example, that Nelson Mandela was part of a sports club,
the only permissible form of self-organization for urban black Africans during
the apartheid regime, and conducted his initial organizing there. 
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3 The influence of organizational
structure, membership
composition and resources on
the survival of poor people’s
social movement organizations

Edward T. Walker and John D. McCarthy 

Introduction

The Citizens’ Action Program (CAP), an organization founded with the
intention of building cross-cutting alliances between various community
and interest groups across Chicago, was the last organizing project started
by Saul Alinsky before his death in 1972. The CAP, like many groups
formed on the original model of the Industrial Areas Foundation (IAF),
built alliances through thick organizing networks used to develop consen-
sus on broad-based issues, which would unite diverse constituencies.
Originally formed as the Campaign Against Pollution, the group fought
and won in its early struggles for better air quality and better regulation.
Becoming a city-wide organization with a focus on local community inter-
ests, the group restructured into the CAP, with the intention of mitigating
the relative powerlessness of small, local organizations based primarily on
face-to-face ties; such an organization would hold the promise of thick
community networks tied to others and congealed into a larger organi-
zation more likely to offer substantial influence in city politics. However,
the metropolitan structure of CAP was as much a liability as an asset, as it
struggled not only to maintain the commitment of member groups, but
also to retain individual members. Moreover, due to their multi-issue
focus, member groups each focused on a single instrumental goal such as
service provision or defeating a specific policy and often lost interest when
CAP sought redress on larger issues such as structural inequality. The
organization became increasingly detached from its constituents, a
problem further exacerbated by its tendency to adopt forms of fundrais-
ing, which would not mobilize its membership through involvement in
grassroots revenue-generating activities. CAP also faced another series of
problems; several at the bottom and others at the top. First, potential
member organizations often refused to join CAP out of fear that their
group would be faced with pressures to give up autonomy, especially given
the fact that some of the white working-class member organizations dis-
trusted the often largely black and Hispanic members who made up other



CAP organizations. At the top of the organization, problems stemmed
from CAP’s relationship to the IAF. Although the IAF helped the organi-
zation to form, it did not entirely honor the autonomy of CAP, nor was it
perceived to recognize the sorts of local issues CAP faced; this inspired
resentment among the locally-developed leadership of CAP toward the
IAF’s professional staff. By 1975, the organization was in disarray. It dis-
banded shortly after (Reitzes and Reitzes, 1987: 83–9).

The case of the late CAP represents only one of many instances where
poor people’s SMOs1 have collapsed under the weight of the multiple
pressures they face: membership retention, leadership struggles, and con-
tention over strategies, tactics, and focal issues. Small SMOs attempting to
represent the unrepresented, in general, are more vulnerable to mortality
than larger ones (Edwards and McCarthy, 2004), and this should be espe-
cially true in the case of poor people’s social movements. In the present
analysis, we hope to illuminate the internal and external conditions that
shape the likelihood of survival of such organizations in the long term.

Factors such as the organizational structure, the racial and ethnic com-
position, and the proportion of indigenous members in a poor people’s
social movement organization should all, in theory, have some effect on
an organization’s ability to sustain itself over time. Existing analyses of
social movement groups have shown that some of the best predictors of
organizational mortality are having a small membership base, being an
organizational “adolescent” (rather than very “young” or “old”), legiti-
macy of the organization in the community, and having a more informal
structure, among others (see, for example, Edwards and Marullo, 1995;
Edwards and McCarthy, 2004). Specifically, it has been demonstrated that
start-up grants from foundations and other sources tend to support
organizational survival (Walker, 1991), as do continued access to financial
benefactors (Gamson, 1990). However, no existing analyses examine the
factors that differentially affect the mortality of poor people’s SMOs in
particular; this is, in part, related to the relative scarcity of research on
small advocacy organizations (but see Alter, 1998; Cress and Snow, 1996;
Edwards and Marullo, 1995; Kempton et al., 2001; Lofland, 1993; Martin,
1990; McCarthy and Wolfson, 1996). 

Our research addresses this problem by developing a systematic analysis
of the factors that help poor people’s SMOs to not only continue to exist,
but to grow and flourish, empowering ever larger numbers of poor indi-
viduals through creating organizations which are an autonomous and
collective voice of their own rather than a voice offered for them by parties,
interest groups, and elite-sponsored NGOs. We believe that the survival of
poor-people’s organizations is a pre-condition for gaining political voice
for low-income communities, in the sense that the larger socio-political
project of poor empowerment relies heavily on the survival of a popu-
lation of such organizations.2 Further, accompanying the trend toward
neo-liberal state reconfiguration (Banaszak, Beckwith, and Rucht, 2003;
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Campbell and Pedersen, 2001), it becomes an increasingly important
question whether the organizations replacing former state functions are
truly membership-based and participatory. Alternatively, such groups may
represent another instance of what Arundhati Roy (2004) calls the
“NGOization of resistance” in which formal organizations come to play a
dominant role, and are more accountable to their funders than their
claimed constituency.

In this analysis, organizational structure is the central criteria by which
we differentiate types of membership-based organizations from one
another. In earlier research (McCarthy and Walker, 2004), we found that
the organizational structure of poor people’s SMOs tends to have signific-
ant consequences for an organization’s membership size, capacity for the
development of leaders, and willingness to take on more radical efforts for
social change. We contrast the following three organizational structures:
individual-membership organizations, coalitions of religious groups (congrega-
tion-based organizations), and coalitions of mostly secular organizations which
include individual members. Based on past research (McCarthy and Walker,
2004; McCarthy and Wolfson, 1996), we expect that an organization’s
structure will have an impact on the ability of that organization to sustain
itself. In part, this results from the fact that an organization’s structure has
consequences for its membership size, its issue focus, its repertoire of tac-
tical methods, and its overall ability to obtain financial and other types of
resources.

In order to examine which factors have the greatest effect on organi-
zational mortality, we use a unique data source based on the successful
grant applications of 315 organizations that applied to a major US
funding agency in the years 1990, 1991, and 1992. We attempted to track
down each of these organizations in late 2004, employing a diverse set of
sources in order to assess mortality. These sources included organizational
websites, email and phone contacts, and interviews with key informants,
knowledgeable about general trends in the non-profit and voluntary
sector. This research design allows us to test several theoretical expecta-
tions about the consequences of organizational structure, funding sources
and amounts, racial/ethnic composition, and various other factors in
determining the survival of poor people’s SMOs.

Assessing the survival of poor people’s organizations

The question of organizing the poor has long been a relatively con-
tentious one among both analysts of and activists in poor people’s social
movements. The foundational work in the US debate is Piven and
Cloward’s Poor People’s Movements (1977), in which they take the somewhat
heterodox position that creating and maintaining organizations is a far
less effective political strategy for the poor than focusing on more disrup-
tive, spontaneous forms of contentious claims-making. They argue that
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the question of organization implicates elites through two related
processes: (1) elites will prefer to help the poor build organizations in lieu
of carrying out disruptive actions. (2) It follows that elites will be more
likely to respond to the threat of insurgency than the emergence of a
formal organization. Largely endorsing the conclusions of Michels (1962
[1915], see Clemens and Minkoff, 2004), Piven and Cloward argue that
organizing carries with it the opportunity cost of placing primary
emphasis upon organizational maintenance and the search for resources
rather than the manifest purpose for taking action, which is insurgency.
The very existence of organizations over the long term requires poor
communities to jettison, in large part, truly oppositional politics. 

Contrarily, some analysts have noted that the very survival of poor
people’s movements as a whole may require formal organizations
(Gamson and Schmeidler, 1984; Hobsbawm, 1979), in that more profes-
sionalized forms of organization often help to sustain movements through
periods of decline and abeyance (Taylor, 1989), even providing new
opportunities for civic engagement and open dialogue (Barasko, 2005).
However, conclusions regarding the extent to which resource dependence
promotes organizational conservatism remain equivocal (Cress and Snow,
1996; Jenkins and Eckert, 1986; Cress, 1997), although it is typically an
asset for an organization to rely on resources drawn from a greater diver-
sity of sources (Alexander, 1998; Powell, 1988). Regardless, the survival of
SMOs is likely to help sustain the larger movement by providing networks
for the diffusion of information (Soule, 2004), organizing structures and
weak ties on which diverse constituencies can build (Meyer and Whittier,
1994; Oberschall, 1973), and templates for unmobilized constituencies
seeking to promote participation (Keck and Sikkink, 1998). Movement
survival, then, depends rather directly on organizational survival; it is
therefore vital to investigate which factors are most influential in promot-
ing the long-term survival of SMOs.

Studies of the survival of small SMOs have displayed mixed results
about which factors are most influential. In their study of the viability of
homeless SMOs, Cress and Snow (1996), using a detailed typology of
potential resources for each organization, found that a key factor in sus-
taining an organization was the presence of a relationship with a single
benefactor that supplied financial and other resources (such as assistance
in leadership training, office space, and forms of moral support). Indeed,
as Aldrich (1999) notes, the very existence of a patron often has more
influence on an organization’s survival than does the amount of that
patron’s contribution. Since the homeless organizations examined by
Cress and Snow required, as do most protest organizations, sustained
collective effort in order to keep their constituents mobilized, the pres-
ence of a benefactor was found to allow disruptive activity alongside organi-
zational maintenance (Cress and Snow, 1996: 1103), rather than being an
exclusive alternative to it. Although this finding undermines Piven and
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Cloward’s argument that organizational maintenance tends to draw
participants away from collective action, it must be tempered by the
common finding that patronage, nevertheless, tends to “channel” organi-
zational activity toward more professionalized forms of political engage-
ment (Cress, 1997; Jenkins and Eckert, 1986; for a contrasting opinion,
see Chaves, Stephens, and Galaskiewicz, 2004). 

Other analyses have found differential influences of patronage and
resources on survival. In their recent analysis of the short-term survival of
local Mothers Against Drunk Driving (MADD) chapters, Edwards and
McCarthy (2004; see also McCarthy and Wolfson, 1996) found that two
factors were central to organizational survival: a wide-ranging set of weak
ties (Granovetter, 1973) in the community as well as financial patronage
at the time of a group’s founding. The finding about weak ties suggests
that organizations with a larger “stock” of social capital are more likely to
survive. But they qualify their conclusion by noting that the SMOs in their
sample that emerged out of pre-existing groups as well as those with
leaders previously tied through civic engagement were less likely to survive
in cases where the group expended more effort in providing services to
victims of drunk driving. The value of social capital is therefore “contin-
gent,” in that the groups that are most likely to survive are those that care-
fully utilize their available stock of “strong” and “weak” ties (see also Ganz,
2000).

Edwards and Marullo (1995) find that a more diverse group of factors
assist in the survival of the US peace movement organizations they exam-
ined. Contrary to the expectations of analysts working in a population
ecology framework (see e.g. Minkoff, 1997), they found that organi-
zational “adolescence” was more of a liability to survival than being an
“old” organization. Their primary findings showed that smallness, lack of
wider organizational legitimacy, having a semi-formal structure, and
having a narrow issue focus all strongly predicted mortality. 

Based on the research and debate we have reviewed, we expect to find
several distinct patterns in the present analysis. First, we expect that groups
having a religious coalition organizational structure (see pp. 49–50 for
further explanation on this type) will be more likely to survive than those
having one based either on an individual membership or on secular coali-
tion structure. Although the causal relationship between organizational
structure and cultural factors such as organizing philosophy is debatable
(McCarthy and Walker, 2004), for present purposes we conceptualize the
process as cyclical: the choice of an organizational structure is shaped by
the context and specific needs of the local community (Alinsky, 1971;
Eisenhardt and Schoonhoven, 1990), but, once chosen, is tremendously
influential in determining an organization’s future strategy and opportun-
ities (McCarthy and Walker, 2004; Bower, 1970) as well as its innovativeness
(Ganz, 2000; Damanpour, 1991). For our present purposes, we compare
the longevity of the three organizational types, each of which derives from
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a specific organizing philosophy: religious coalitions, individual member-
ship organizations, and largely secular coalitions. We suspect that as a
result of the consistent employment of both “strong” and “weak” ties as well
as the broad-based focus of the religious coalitions represented in our
sample, we will find that they are more likely to survive than the other two
organizational forms. Groups with institutional linkages, it should also be
noted, have been found to have dramatic advantages in rates of survival
(Baum and Oliver, 1991).

In addition, as we noted in previous work (McCarthy and Walker, 2004;
see also Warren, 2001a), religious coalitions utilize thick community net-
works in order to develop consensus on issues that find widespread
community support. These networks, developing through the active depen-
dence on already-existing community ties, are, we suspect, more likely to
survive. Individual-membership organizations tend to take on the more
contentious issues that are potentially divisive among community members,
rather than ones characterized by a lowest common denominator of con-
sensus. Secular coalitions, by their very nature, are often temporary and
created for strategic short-term purposes, and are therefore expected to be
the most likely to disband during the period under observation.

Second, we hypothesize that organizations having a more diverse set of
funding sources will be more likely to survive than those relying on one or
only a few benefactors. Groups having a more diverse set of funding
sources are more likely to survive because they tend to be less reliant on
any given funding source and therefore can be more autonomous, since,
as we have noted, patronage is likely to “channel” an SMO’s activities
(Jenkins and Eckert, 1986). A more diverse set of resource providers
allows a group to be not only more autonomous but also more open to
the use of new strategies (Alexander, 1998; Ganz, 2000: 1017), which
should make it more adaptable to the challenges and therefore more
likely to survive.

Third, consistent with the findings of a large literature on organizations
of all kinds, we expect an effect of organizational age on survival.
Researchers of organizations similar to that on SMOs have found mixed
results with respect to the relationship between organizational age and the
likelihood of mortality. Scholars working within an organizational ecology
framework (e.g. Hannan and Freeman, 1989; Minkoff, 1997) often find
that older organizations tend toward inertia and are less able to adapt to
their changing environment, thereby facing an increased likelihood of
mortality, or a “liability of senescence” (Aldrich and Auster, 1986; Ganz,
2000). However, what is perhaps an even more common finding is that
younger organizations face the “liability of newness” (Stinchcombe, 1965;
Carroll, 1983), because even though groups tend to experience height-
ened levels of energy and enthusiasm at their founding which helps them
to overcome stresses associated with heavy workloads (Wicker, 1979),
channels for resource acquisition and membership retention are less
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likely to have adequately developed (Aldrich, 1999). Still others find that
organizational adolescents are at highest risk of mortality, finding that it is
during this point that initial enthusiasm wanes while the more banal
aspects of organizational maintenance become central (Edward and
Marullo, 1995). We expect that the second of these explanations is
correct: that younger organizations will be the least likely to survive. Our
expectation is based on the specific features of the present case, in that
poor people’s SMOs do not face a dramatically changing environment
which would force them to adapt frequently, as there is not much
competition between organizations seeking to organize the poor. Younger
groups are also more likely, we suspect, to take on narrow issues that, once
resolved, may cause an organization to rapidly disband.

Fourth, groups being composed of greater proportions of indigenous
members will be more likely to survive than those with a lower proportion.
Being MBOPs, such groups must promote an authentic, autonomous
voice for their members and not simply operate as a professional group of
advocates. We believe that the comparison between “membership-based”
and “professionalized advocacy” organizations should be thought of as a
continuum rather than a dichotomy, and that the best indicator of it is the
proportion of the group’s membership base that is poor; this may also be
taken as a proxy for the organization’s claim to legitimacy. We hypothesize
that groups that have a higher proportion of poor members will be taken
as more legitimate and therefore will be more likely to survive than those
with a lower proportion of poor members.

Finally, we expect, ceteris paribus, the smaller organizations in our
sample to be at a higher risk of mortality than those with a larger member-
ship base. Larger groups are typically found to have much higher rates of
survival (Minkoff, 1993), and membership size may be one of its best
overall indicators (Edwards and Marullo, 1995). 

A note on membership structure

Most analyses of advocacy groups tend to underestimate the variety of
organizational forms in use, and often implicitly assume that individual
membership structures are the near-universal form (see Lofland, 1996).
However, among the more than 6000 community organizations estimated
to be working toward empowering poor communities in the USA
(Delgado, 1994), there exists quite a diversity of organizational repertoires
(Clemens, 1993) for meeting these ends. Since the individual member-
ship form of organization is common in nations around the world we will
not elaborate its features further here (for additional discussion, see
McCarthy and Walker, 2004). Here, however, a note on the religious coali-
tion, a form idiosyncratic to the USA, is necessary.

Although we use the generic term “religious coalitions” here, we must
make clear that we refer to a culturally and historically particular form of
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religious coalition, the congregation-based coalition. This particular organi-
zational form was pioneered by the IAF after its re-alignment following the
death of Saul Alinsky, and has been replicated by several other groups in
the USA in recent decades (see McCarthy and Walker, 2004; Rooney,
1995; Shirley, 1997). Some of the most successful of these groups are the
affiliates of the IAF network in Texas, including Communities Organized
for Public Service (COPS), Allied Communities of Tarrant (ACT), and the
El Paso Inter-religious Sponsoring Committee (EPISO), all of which were
described in detail by Mark Warren (2001a) and are represented in the
present sample of organizations. 

The congregation-based form tends to bring with it an ideology of
broad-based organizing (Rogers, 1990; Rooney, 1995), which stresses the
bridging of differences in the religious background of constituent groups,
although at the same time being careful not to let organizing activities get
in the way of each congregation’s manifest purposes (Wood, 2002). COPS,
for example, includes members from San Antonio’s large Catholic His-
panic population, but African-American Protestants, White Protestants,
and Jewish congregations are also well represented (Warren, 2001b).
These groups are membership based and heavily focused on indigenous
leadership development, a far cry from the “organizations without
members” described by Theda Skocpol and colleagues (see Skocpol, 1999,
2003; Skocpol, Ganz, and Munson, 2000). Religious traditions are melded
with an Alinskyian ideology of organizing for power (Alinsky, 1971; Hart,
2001) in order to accomplish community goals. We should, however, note
that these organizations nearly always originate as top-down projects of
organizers from nationally federated networks such as the IAF (Warren,
2001a), the Pacific Institute for Community Organizing (PICO, see Wood,
2002), or the Gamaliel Foundation. There also exists the concern that
building groups on a congregational base merely reinforces the tradi-
tional hierarchical structures of religious organizations (Robinson and
Hanna, 1994) and does not empower the poorest of the poor (Delgado,
1994), who tend not to be members of religious congregations. Further,
the present-day push to fund “faith-based initiatives” by the Bush Adminis-
tration may promote service provision among religious coalitions while
suppressing autonomous organization-building or advocacy efforts.3

Data and methods

Our analysis is based on a sample of poor-people’s SMOs, which was col-
lected by John D. McCarthy and Jim Castelli (see McCarthy and Castelli,
1994 for more detailed information), drawn from the successful grant
applications of poor people’s organizations to the Catholic Campaign for
Human Development (CCHD). CCHD was formed in the late 1960s by
the US Catholic Bishops to serve as a mechanism for attacking the struc-
tural sources of poverty. But rather than supporting services to the poor
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(which was the traditional role of US Catholic Social Services), CCHD was
conceived as an agency that would, instead, provide support for groups
that seek to empower the poor through community organizing. For more
than 30 years CCHD has made annual grants to a diverse set of local
community organizing projects, including individual membership groups,
and religious and secular coalitions.

Before we discuss the structure of our data, we should make note of the
fact that the original sample of grant applications represents only those
organizations which were viable enough not only to make application to
CCHD, but also to have that application accepted as worthy of funding.
Because only those groups organized well enough to apply are included in
the sample, one might be reasonably concerned about bias in the selec-
tion of cases in the direction of a high degree of survival. Thus, two con-
cerns arise: one regarding selection at the level of whether or not a group
applies to CCHD in the first place, and another with respect to which groups
CCHD selects for funding. Although the former concern is more significant,
we note that because CCHD is one of the few funders of poor people’s
organizations in the USA and is well known as such, a wide and diverse
array of groups apply for funding, thus mitigating the selection effects of
which groups apply in the first place (McCarthy and Walker, 2004). As for
the CCHD selection process, when the groups that were offered grants in
the 1988–89 funding cycle were compared with those not funded, very few
differences were found between them in size, structure, or substantive
focus (McCarthy and Shields, 1990). Thus, concerns over the selection of
cases are mitigated both by CCHD’s prominent position in the non-profit
and voluntary sector and also by funding criteria which do not appear to
discriminate significantly according to the viability of the recipient (ibid.).

Our first wave of data is based upon the groups that were granted
support by CCHD in the years 1991, 1992, and 1993. During those years
more than 600 groups applied for funds annually, and in each annual
funding cycle, approximately 200 groups received grants that ranged
between $35,000 and $50,000. Many of the groups that received support
from CCHD did so for several consecutive years. All groups funded in
1991 were included in the sample, and each group that was newly funded
in either 1992 or 1993 was added to the sample. This procedure yielded a
total of 315 groups that were funded in at least one of the study years,
although we do not consider 41 of them for the purposes of the present
analysis, because, here we wish to contrast the organizational coalition
forms with the individual membership form.4 Of the included 274 groups,
80 groups were congregation-based coalitions, 118 were composed of indi-
vidual members, and 76 were largely secular coalitions.

In a second wave of data collection in late 2004 we attempted to estab-
lish which of these groups survived over the intervening period of more
than a decade. In order to ascertain survival, we used a triangulated
method to make contact with each group in the original study. Based
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upon past research on similar groups, we anticipated a mortality rate of
between 25 and 50 percent (Edwards and Marullo, 1995; Edwards and
McCarthy, 2004). Our analysis of the mortality of these organizations fol-
lowed a five-step approach:

1 Along with two research assistants, we first sought information
through Internet searches for the websites of existing organizations. If
an official website was found, we collected the following information
for each group: their contact information, any evidence of organi-
zational activity in the past two years (e.g. documentation of events
and meetings, press releases, links to news articles, lobbying activity),
as well as evidence of future meetings and events planned. If we were
unable to locate an organization’s official website, we searched the
Web for reliable, alternative sources of contact information.

2 Then, for groups that did not demonstrate recent activity on their
website, we attempted, using the contact information we found
online, to contact the group by way of email and/or telephone.

3 Those groups that either did not respond to emails or were unable to be
contacted by telephone were then searched in the national telephone
listings (www.yellowpages.com). If there was a telephone number found
in this database for the organization different than ones already
attempted, we attempted to contact the group at this new number.

4 If the previous steps failed, we searched the groups again through
online search engines, seeking alternative sources of organizational
activity. If we found a news article or other web-based source report-
ing the activity of the group since the beginning of 2003, we took this
as a case of survival.

5 Our final step was to attempt to contact the organization using the
telephone number collected in wave one.

All groups that remained after we exhausted all five steps were considered effectively
“dead” for the purposes of analysis, as well as those groups who reported mortality
in telephone or email exchanges, or through other web-based sources indicating mor-
tality.5 In addition, groups that reported a name change or merger with
another organization were considered effectively “dead” as well, following
the standard convention in organizational research; however, these indic-
tors of mortality may be interpreted as much as indicators of success as
they are of failure (Carroll and Delacroix, 1982). 

Measures and descriptive statistics

Organizational survival

Our examination of the survival of MBOPs yielded a number of possi-
bilities concerning the present-day state of these groups. These were: mor-
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tality, survival, merger, organizational name change, and unable to be
contacted. For purposes of the present preliminary analyses, any organi-
zation that changed its name, merged with another, or was unable to be
contacted, was grouped with “dead” organizations. This variable is coded
such that 1 � survival and 0 � mortality. We found that overall, 62
percent of organizations survived (see Table 3.1). 

Structural variables

In earlier research, we found that the structure an organization assumes is
consequential for its membership size, issue focus, and ability to garner
resources. Dummy variables were created for each organizational type
under consideration: individual membership, primarily religious coalition,
and primarily secular coalition, each coded such that a 1 is assigned if the
group is of that type and 0 otherwise. We also include a variable for
whether the SMO is part of a national or regional organizing network,
such that a 1 is assigned if they are, and a 0 if not.

General organizational variables

In line with our discussion of the factors expected to influence organi-
zational survival, we developed measures of a number of important factors
determined by each group’s grant application in 1990, 1991, or 1992. These
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Table 3.1 Descriptive statistics

Mean Standard deviation N

Organizational survival 0.62 0.49 274

Organizational structure variables
Individual membership group 0.43 0.50 274
Religious coalition 0.29 0.46 274
Non-religious coalition 0.28 0.45 274
Member of an organizing network 0.53 0.50 274

General organizational variables
Non-Profit (501(c)3) 0.73 0.44 274
% poverty membership 0.61 0.51 274
% minority membership 0.72 0.31 274
Membership size (in thousands) 10.19 29.82 274
Organization 1–4 years old 0.35 0.48 274
Organization 5–9 years old 0.33 0.47 274
Organization 10� years old 0.30 0.46 274

Resource variables
1990 total income (in tens of thousands) 15.55 18.20 274
Grassroots funds (in thousands) 22.96 44.74 274
Diversity of grassroots sources 2.05 1.55 274



included whether the organization was an officially-recognized US non-
profit organization or had applied to become one [501(c)3 in the US tax
code], coded 1 if they were and 0 otherwise. Seventy-three percent of
groups in the sample reported this status. We also included the propor-
tion of the group’s members reported to have been in poverty (on
average, 61 percent); the membership size of the organization, in thou-
sands of members (with a mean of 10,194 and a median of 1210
members); the proportion of an organization’s membership reported to
have been composed of minority members (on average, 72 percent); and
the organization’s age, broken down into three categories: 1–4, 5–9,
10� years old as shown in Table 3.1.

Resource variables

An organization’s ability to sustain itself has been found to be strongly
shaped by its amount and diversity of resources (e.g. Cress and Snow,
1996). We consider a number of measures of both. As for resource
amounts, we include measures of the organization’s income in 1990,6 in
tens of thousands of dollars (with an average of $155,551 and median of
$11,919); and the amount of grassroots funding raised by the group in the
year prior to application, in thousands of dollars (with an average of
$22,963, median of $8851). We measured resource diversity with the
number of types of grassroots fundraising activities reported (e.g. canvass-
ing, direct mail, donations, membership dues), with groups reporting no
grant providers or grassroots fundraising coded as 0.

Results

Recall our central interest in the impact of organizational structure upon
SMO survival. First, we note that the overall survival rate for all of the
groups is greater than 60 percent over a period of more than a decade,
which translates to an estimated 3.2 percent rate of mortality per year.7

This compares very favorably with the annual mortality rates seen among
peace movement groups at 8.75 percent (Edwards and Marullo, 1995) and
anti-drunk driving groups 7 percent (Edwards and McCarthy, 2004).
Table 3.2 shows that, contrary to our expectation, the individual member-
ship groups are more likely to survive than either religious or primarily
secular coalitions, although the difference in survival rate is relatively
modest, one of approximately 10 percent over each type of organizational
coalition.

We present a summary of our complete analysis which includes the
organizational structure, general organizational and resource variables in
Table 3.3. The figures included in the table are, in the first column, the
zero-order effects of each variable on the likelihood of survival. That is, it
presents the effects of each variable on its own, before considering
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Table 3.2 Survival rates by organizational membership structure

Religious Non-religious Individual Overall
coalition coalition membership

Mortality Number 35 30 40 105
Percentage 43.75 39.47 33.90 38.32

Survival Number 45 46 78 169
Percentage 56.25 60.53 66.10 61.68

Total Number 80 76 118 274
Percentage 100 100 100 100

Note
Chi-square: 2.017 (p � 0.365).

Table 3.3 Factors influencing chances of survival

Zero-order Effect on the 
effect odds of survival

Organizational structure variables
Individual membership group 1.52 0.99 (�1.01)
Non-religious coalition1 1.19 0.93 (�1.08)
Member of an organizing network 1.28 1.45

General organizational variables
Non-profit (501(c)3) 0.79 (�1.27) 0.81 (�1.23)
% poverty membership 1.37 1.16
% minority membership 1.41 1.62
Membership size (in thousands) 1.00 1.00
Organization 1–4 years old 0.75 (�1.34) 1.01
Organization 10� years old2 3.07 2.60

Resource variables
1990 total income (in tens of thousands) 1.04 1.03
Grassroots funds (in thousands) 1.02 1.01
Diversity of grassroots sources 1.25 1.19

Notes
Underlined figures indicate statistical significance at the p � 0.20 level.
Bold figures indicate statistical significance at the p � 0.10 level.
Bold and underlined figures indicate statistical significance at the p � 0.05 level.
Each column lists the amount by which the odds of survival are predicted to increase or
decrease with a one unit increase in each variable. Figures in parentheses indicate the
amount of decrease expected if the effect is less than 1. The left column shows the effect of
that variable independently, whereas the right column shows the effect of each variable while
holding the value of all other variables constant.
1 The odds for the membership type variables are compared with religious coalitions.
2 The odds for the age category variables are compared with organizations 5–9 years old.



whether its effect is canceled out by some other variable So, for example,
the figure for organizations 1–4 years old tells us that these organizations
have odds of survival that are 1.34 times lower than organizations aged
5–9; organizations aged 10+ years old have odds of survival 3.07 times
greater than organizations aged 5–9. This is distinct from the right
column in that the latter considers the effect of each variable when all other
variables are also included. In the second column, effects can be interpreted
as either the reduction in the likelihood of survival or the enhancement of
the chances of survival of each organizational factor measured more than
a decade ago and when all of the other factors are also taken into account. 

When we look only at a group’s organizational structure and whether
or not it is a member of an organizing network, we find that both of these
factors have a positive and relatively strong impact upon a group’s chance
of survival, as expected. Yet, when we take all of the other factors into
account, these two factors become statistically insignificant predictors of
survival.

The other factors that remain important in accounting for a group’s
survival are organizational age and two of the resource variables. Both very
young (between one and four years of age) and adolescent (between five
and nine years of age) organizations are less likely to survive. These are
reasonably strong effects of age, in that once all other factors are taken
into account, organizations that were age ten or older by the first wave of
data collection were 2.6 times more likely to survive than younger groups.
The greater the 1990 total income of a group was, the more likely it was to
survive. For each increment of 10,000 dollars, a group’s likelihood of sur-
viving increases by just a little more than one (1.03), but this translates
into an increased likelihood of survival of 1.34 for every $100,000 incre-
ment in total income (1.0310), a reasonably powerful effect. We also found
that, the greater the diversity of sources of grass-roots income, the greater
the likelihood that a group will survive. Each additional source increases
the likelihood of survival by 1.19 times, such that adding four additional
sources more than doubles a group’s likelihood of survival. 

Summary and discussion

We begin by recalling that, in context, the poor people’s organizations we
have analyzed here exhibit a very robust rate of survival. That resilience
stems, we believe, in large part from the fact that the groups we study were
ones that had already succeeded in achieving some minimal level of
organizational structure and community legitimacy in order to be judged
qualified to receive institutional financial support from CCHD. Having
the time, energy, and information to fill out a grant application tends to
filter out organizations with low viability (McCarthy and Walker, 2004).
And, although we remind readers that these issues of case selection may
have influenced our findings in the direction of higher rates of survival,
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we do not believe that alternative means of sampling would have dramat-
ically influenced our results, as CCHD attracts applications from a wide
range of organizations, and the ones selected for funding are relatively
similar to ones that were not (McCarthy and Shields, 1990).

We began with very strong theoretical claims about the survival advan-
tages of religious (congregation-based) coalitions over individual member-
ship organizations. Yet, our findings suggest that, if there are survival
advantages to any organizational form, it inheres rather in the individual
membership form. This may be the result of the fact that organizational
members of congregation-based groups may identify more strongly with
their congregations than with the poor people’s organizations they spawn;
if and when member congregations must choose between their religious
and poor-empowerment activities, they may be inclined to put aside the
latter (Wood, 2002). However, we should note that when we include other
factors believed important to survival in our analyses, we find that the
apparent advantages of survival for individual membership organizations
in this sample actually result from differences between the two sets of
groups in age structure and resources. The religious coalitions in our
sample were, on average, younger than the individual membership organi-
zations, and, as we showed, younger organizations were quite a bit less
likely to survive. We also found, in separate analyses (available upon
request), that belonging to a national individual membership organizing
network (e.g. ACORN) greatly increases odds of organizational survival.

As well, the individual membership organizations in our sample, by
virtue of their larger total incomes, have a survival advantage. And finally,
because our individual membership organizations also have an advantage
in having developed more diverse sources of grassroots financial support,8

they gain a survival advantage over groups of each kind of coalition type.
Our findings suggest that older groups that have succeeded in generating
larger resource bases that are derived from more diverse sources are the
groups more likely to survive, and that organizational form (e.g. coalition
versus individual membership) does not account for any additional sur-
vival advantage in these data. Overall, we found support for two of our
hypotheses (that diversity of funding sources increase chances of survival,
while being a younger group decreases it), evidence contradictory to one
of them (that religious coalitions would be the most likely to survive), and
null findings for the other two (that groups with a higher proportion of
poverty members would be more likely to survive, as would larger organi-
zations).

Although our core hypothesis on organizational structure was falsified as
a direct predictor of survival, we suspect that a process of mediation may be
taking place, in which organizational structure shapes an organization’s
ability to acquire resources, which in turn shapes the likelihood of survival.
Elsewhere (McCarthy and Walker, 2004), we have argued that that the
coalition form, especially the congregation based variety, provides poor
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people’s groups the advantage of a more reliable funding base that can, as
a result, free those groups to devote more effort toward social change and
also release them from some of the pressure to constantly seek financial
resources. Our evidence showed some support for that argument. On the
other hand, the necessity for individual membership groups to seek more
diverse sources of resources appears, when successful, to improve their
chances of survival over religious coalitions that do not broaden the range
of their fundraising efforts. Regardless of how much of an organization’s
total effort is devoted to goal accomplishment, organizational survival is
necessary in order to mobilize and institutionalize an autonomous voice for
the poor in local and national politics. Even if short-term goals of insur-
gency are accomplished by disruptive activity (Piven and Cloward, 1977),
without organization, the poor will be taken as a mere temporary threat to
be managed rather than a true contender for power.

One final note. The importance of a group’s diversity of funding
sources to survival provides strong support for the strategy of US institu-
tional funders, in general, who commonly encourage groups they support
to seek diverse sources of funding, and funders of poor people’s groups, in
particular, to seek diverse grassroots sources. Reliance on any single source
for patronage can easily restrict the autonomy of an organization and
thereby, may generate the liability of a few strong ties. More important,
the mobilization of membership in grassroots fundraising can make up
for the general lack of capital available to poor populations seeking to
organize (Reitzes and Reitzes, 1987); in this sense, resourcefulness, in fact,
may be much more influential than financial resources (Ganz, 2000). 

Notes
1 We use the terms “poor people’s social movement organizations” and “member-

ship-based organizations of the poor” interchangeably. Because all of these
organizations in their own way are working toward increased participation and
representation for the poor, we believe that they share fundamental similarities
with other types of social movement organizations.

2 This is not, however, to say that movement success is necessarily dependent on
organizational survival, as success is highly contingent and relates to the particu-
larities of each movement organization; as well, organizations often dispand
after attaining their goals, thus making long term survival distinct from success
(Carroll and Delacroix, 1982).

3 This possibility is suggested by Chaves, Stephens, and Galaskiewicz (2004).
4 These 41 cases consisted of 11 groups that were excluded because they were dupli-

cate cases of the same organization applying to CCHD in separate years (the
information from the older application was dropped, the newer kept), 28 cases
excluded because they were not membership-based organizations of the poor (e.g.
corporations, school boards, native American tribes, and churches), and two cases
excluded because information about their membership structure was missing.

5 Although our methodology does not guarantee with absolute certainty that
those groups we were unable to locate are, in fact, no longer in existence, this is
less of a concern because potential members may have a similarly difficult time

58 E.T. Walker and J.D. McCarthy



locating the organization, thus suggesting that such groups – even if in a
minimal state of survival – are effectively dead. 

6 Although the first wave of data includes groups that applied in either 1991, 1992,
or 1993, we consistently have data on each organization’s income for the year
1990, regardless of the year of their grant application.

7 Because our data collection includes the years 1991, 1992, and 1993, we esti-
mated mortality based on the central category, 1992, for 62 percent overall mor-
tality over a 12 year span. 

8 The sources include group activities, membership dues, donations from indi-
viduals, donations from organizations, donations from charity campaigns, dona-
tions from institutions, direct mail, telemarketing, canvassing, and ad sales.
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Trade unions





4 Working class struggles, labour
elites, and closed shops
The lessons from India’s trade
unions and experiences of
organisation

Arjan de Haan and Samita Sen

Introduction

At a workshop on membership-based organisations of the poor hosted by
the Self-Employed Women’s Association (SEWA), it seemed appropriate
to reflect on the role and history of India’s trade unions. SEWA came up
in the context of the decline of the textile industry, one of India’s largest
employers of non-agricultural labour of the twentieth century. This indus-
trial employment and the working conditions gave rise to what at the
beginning of the twentieth century seemed to be amongst the most
important forms of organisation of the poor. Its history of organisation of
‘informal sector’ workers has been closely associated to the ‘formal sector’
trade union,1 first as part of it, later in an ongoing struggle for recogni-
tion, as organisation, first of women workers, and second of workers
outside the traditional terrain of trade union activity.

This chapter will reflect on the history of India’s trade unions of
unskilled labour, their origins under colonial rule, transformation during
the first decades of independence, and decline with the crises of the old
colonial industries. While referring to studies on trade unions elsewhere,
the chapter will focus on the fate of trade unions in and around Calcutta
(now called ‘Kolkata’), particularly – drawing on historical and
contemporary work by both authors – of the colonial jute industry and the
industrial neighbourhoods in which large numbers of migrant workers
from different parts of India came to work.2

The chapter will, in a way, aim to restore the image of trade unions in
countries like India where only a small proportion of the population
derives livelihoods from large-scale industries. While they have become
increasingly associated with notions of a ‘labour aristocracy’, the trade
unions emerged as major progressive forces with the rise of the industries
at the end of the nineteenth and early twentieth centuries, under – as a
rule – regimes that did not favour organisation of the poor. They were
major parts of the independence movement, and often have played a
progressive role against rising communalism. They were major forces in



moderately enhancing the living standards of the mostly unskilled work-
force and their families, many of whom stayed back in rural areas (and
hence improvement of wages did benefit the relatively poor rural areas),
and many of whom did settle in urban areas and have expanded their eco-
nomic and educational opportunities.

Against that background, and based on archival and field research
carried out by both authors in Calcutta (de Haan 1994, Sen 1999), the
main aim of the chapter will be to draw lessons regarding the successes
and failures of trade unions, in organising and representing the interest of
a section of India’s poor population. We do this through a description of a
number of key themes in the development of trade unions and labour
history, since the growth of the colonial industries, and discuss how these
have contributed to the extent in which unions have been able to include
and be representative of sections of the population. These relate to
themes of ‘outside intervention’ in union organisation, the nature of
recruitment of labour and unions’ role, the evolvement of the labour
market – and legislation – over the twentieth century, and the gradual
exclusion of women from the workplace and implications for their
representation in unions. The concluding section will bring the descrip-
tion back to thinking about conditions for organisations by and for the
poor, reflecting on the work by Fox on the ‘thickening’ of civil society.

Growth and decline of colonial industries: trade unions and
the role of outsiders

In current debates of Indian economic development, it is often forgotten
that it has had a fairly illustrious industrial history.3 While much of the
traditional rural industry disappeared, India created, between 1850 and
1914, the world’s largest jute manufacturing industry, the world’s fifth
largest cotton industry, and the world’s third largest railway network –
even though by the time of Independence, as today, India was still largely
non-industrial. The industries were located near the continent’s main
ports, Bombay, Calcutta, Madras, and Karachi (the first three of which are
now renamed ‘Mumbai’, ‘Kolkata’ and ‘Chennai’). Total employment in
Indian manufacturing grew from about 500,000 in 1900 to more than
2.5 million by the time of Independence.

Both the cotton and the jute industry underwent major expansion
towards the end of the nineteenth century: cotton mills in Western India
employed about 60,000 people in 1880 and 260,000 in 1913, while the jute
industry, mostly near Calcutta, grew from around 40,000 jobs in 1880 to
over 200,000 by 1910 (Table 4.1). Both have continued to be major
employers of unskilled labour throughout the twentieth century, though
with serious booms and busts, at different points of time, and in both
cases a secular decline throughout the second half of the twentieth
century.
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Even though total employment in manufacturing even at the time of
Independence amounted to only a few per cent of the Indian labour
force, its growth has attracted a great deal of attention. The Government
of India produced a major report on industrial labour about every decade
since 1890, and the Government of Bengal published a similar report –
initially with a concern whether sufficient labour was available, but soon to
a large extent with worries about ‘industrial unrest’. The growth of Indian
industries attracted the interests of international trade unions, and
employment practices were influenced greatly by ILO regulation.

And, of course, trade unions became a significant feature of industrial
and political life. But from the early history, the nature of labour organisa-
tion was disputed. On the one hand, officials like the Bengal labour com-
missioner (in 1935), emphasising the concentration of 300,000 jute mill
workers in a close stretch of 20 miles north and south of Calcutta, warned
that ‘[n]owhere in the world are there better territorial conditions for
labour organisation than round about Calcutta.’4 Protests and strikes –
and other forms of protest, including dilatory work behaviour, irregularity
in attendance – were never absent in the jute mills, from the 1890s
onwards as described by the pioneer of Bengal’s labour history, the late
Ranajit Das Gupta (1994), and by Amal Das for Howrah, the industrial
town opposite the river from Calcutta (1999).5 Waves of protest occurred
during the Swadeshi movement in Bengal during 1905–8, and militancy
appeared to be increasing during the 1920s. After Independence, mili-
tancy flared up from the mid-1960s onwards, while the industry went into
crisis, and even around 1990, one could not but be impressed by vocal and
influential trade unions organisations.

At the same time, militancy and frequent strikes were not necessarily
accompanied by stable organisation. Numbers on membership of trade
unions have been, and still are, notoriously unreliable: an inquiry in 1945
showed that about 18 per cent of workers were members of unions, and in
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Table 4.1 Employment in the jute industry, 1880–1988

Bengal
1880 42,000
1900 111,000
1920 280,321
1930 328,177
1940 284,720

West Bengal
1950 285,585
1960 208,000
1970 223,000
1980 246,529
1988 225,151

Source: Indian Jute Mills Association (IJMA), Annual Reports (see de Haan 1994).



1952, the general secretary of the Bengal Chatkal Mazdoor Union warned
that 95 per cent of jute mill workers were not organised (Chakrabarty
1989: 116). Many an observer, most notably Dipesh Chakrabarty (1989:
Chapter 4), has concluded that there was a paradox of organisation: evi-
dently, there has been great discontent among the workers, dissatisfaction
often led to protests, and the Indian Jute Mills Association in the 1930s set
up its own intelligence to be prepared, but this was not related – at least
during the colonial period – to a form of stable organisation.6

After Independence, of course, the nature of organisation changed
significantly. However, observations in the early 1990s (de Haan 1994)
suggested that trade union/organisation remained fairly fluid – even
though official figures confirmed by workers’ testimonies, do show
significant increases in trade union membership after Independence (de
Haan 1994: Chapter 9). With the decline of the industries since the 1960s,
the role of unions has changed drastically. During the 1960s, unions
became, again, increasingly militant, but its nature was thoroughly polit-
ical, fuelled by political party differences rather than – we would argue –
workers’ long-term concerns.7

Moreover, trade unions while increasing in numbers became increas-
ingly powerless because of the emergence of the phenomenon of ‘lock-
outs’ – the employers’ strike in which factories were closed for extended
periods of time. Sometimes, this was a reaction to emerging power of
trade unions. Often, it was a covert means to respond to changes in the
product market. While initially labour could be easily hired and fired
(which in the early twentieth century was reflected in enormous labour
turnover), from the 1950s, with increasing unionisation as well as
‘modernisation’ of labour relations,8 employers had to resort to other
means to adjust the volume of production to the fluctuations in the
product market: ‘lock-outs’ became a common feature of the industrial
landscape (and continued throughout the century). As a result, the power
of unions was greatly undermined. Where the paradox of the beginning
of the twentieth century had been militancy without stable organisation,
the paradox at the end of the century was the large number of unions
even within one factory, without concomitant ability to defend the inter-
ests of the workers.

One of the possible reasons for the specific form of workers’ organisa-
tion may have been the role of outsiders in the trade unions, which has
been extensively discussed in the historiography of labour and trade
unions. This has included links with international trade union move-
ments, including during the early part of the twentieth century, but has
mainly consisted of a range of Indian middle class men, with a variety of
backgrounds: social reformers who took the plight of poor workers against
the conservative regime of mostly British employers and the colonial state,
communists developing Indian chapters of the international workers’
movements, and the nationalist movement that associated itself with or
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consisted of groups of industrial workers. In the case of the jute industry,
it needs to be highlighted, particular circumstances shaped the nature of
a possible ‘outsider’: capital was mostly foreign, either British (in fact, with
lower management from Scotland) or ‘Marwari’ (i.e. from western India),
while most of the workers (increasingly) were non-Bengali – the Bengali,
educated middle class, the bhadralok, became an almost natural candidate
for the role of outsider, typically distrusted by the colonial officials.

When the first signs of protests emerged, employers and officials alike
blamed this on agitation by troublemakers and outside instigation.9 Even
though in many cases employers recognised workers’ concerns, the legiti-
macy of organisation was disputed. A dominant view among employers was
one of a relatively calm and satisfied (usually migrant, as discussed
further) worker – an apparently orientalist and certainly paternalistic view
that was carried forth well after Independence. Organised protest, so was
the image, could only be the result of agitation by people who did not
belong to the rank of the workers. And the colonial government made fre-
quent use of Section 144 of the Penal Code to expel agitators.10

Much of the (radical) historiography has played down the role of out-
siders. According to Ranajit Das Gupta (1994: 351), for example, reflect-
ing on an official view (of a Deputy Inspector General of Police) of the
possibility that agitators were present, ‘may be incited to mischief by the
native papers’, highlighted that no evidence in support of the insinuation
existed, that the vernacular press did not show much concern for the
plight of the workers, and that even mill managers were aware of agitation
arising within the ranks of workers. Das Gupta and others’ description,
moreover, highlighted the large number of reasons directly related to
wages, work practices, and work and living conditions that were direct
causes of forms of protest.11 And the lack of sustained organisation could,
at least in part, be attributed to a repressive political environment.

When reflecting on the lack of sustained workers’ organisation, in the
1920s, reformist-minded officials like Gilchrist highlighted the lack of edu-
cation and illiteracy among workers. Interestingly, this view was shared by
some of the trade union leaders: K.C. Roy Chowdhury, a local labour
union leader in the early 1920s, stated that ‘constructive trade unionism
will not take root . . . unless the soil is weeded and workers receive primary
instruction’ (Chakrabarty 1989: 128). The significance of this remark is
not in its truth or falsehood, but in the fact that it came from a union
leader, implying an assumed distance between the leader and the subject.
For the more radical organisers, this concern obtained the form of ‘polit-
ical education’ (including about the Russian revolution), but even Indrajit
Gupta in the 1950s showed great concern for workers’ ‘cultural and social
activity’ (ibid.: 129–30). 

While many radical historians, as described, have downplayed the role
of outsiders, Dipesh Chakrabarty does find evidence of their pre-eminent
role, but shifts the focus on the paradox to a deeper level, that of
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‘culture’. He neither sees a necessary contradiction between involvement
of outsiders and sustained organisation, nor sees workers as passive instru-
ments of the leaders’ will, but highlights personalistic forms of leadership
(sometimes couched in terms of ‘zamindari’ – landlord – control) and
paternalistic – or in the case of Prabhabati Das Gupta during the 1929
strike, maternalistic – authority over the workers: ‘I will insist that even
these people [Bengali intellectuals, the bhadralok], for all their sacrifice,
remained imprisoned in the babu–coolie relationship insofar as the nature
of their contract with the working class is concerned’ (Chakrabarty 1989:
150). An old worker we interviewed in 1991 still did remember Ms Das
Gupta and the successful strikes she led – but not as part of sustained
workers’ organisation.

The extent and importance of outsiders in working class organisation
may, and probably will, remain a matter of dispute. However, it is plaus-
ible that they played a crucial role – in fact, that the history of labour has
continued to be written by outsiders may be seen as proof of their sus-
tained importance (until today there are no known records or testimonies
by workers). This is not to argue that this role has not changed (or that
this is either good or bad). On the contrary, with the changed political cir-
cumstances of Independence, at least the Bengali middle class became
very differently situated in their intermediation on behalf of the workers,
and with the sometimes violent political differences between the Congress
and Communist supporters in the 1960s, this again changed significantly.
The point to recognise, however, and of no surprise probably for many
observers of forms of organisation, particularly by the poor (and with
similarities in Bombay for example), is that sustained organisation often
takes the form of alliances, including entry points into the dominant polit-
ical and cultural terrains.

But the form such organisation takes has of course implications – and a
longer-term view may present a rather different picture from a shorter-
term one. While perhaps essential in terms of organisation of the working
poor during the colonial period, the intermediation from the start had
close political affiliations and these worked out strongly after Independ-
ence.12 The Congress–Communist differences were particularly relevant,
and workers’ interests subordinated to party and electoral interests, but
much more fractionalisation occurred within both camps. Between the
late 1930s and mid-1960s, these differences or factions had been well
managed and played off against each other by employers.

From the end of the 1960s, with the rise of the communists in West
Bengal, this changed radically. The political agenda of the Left Front
explicitly prioritised the countryside, reflecting the party’s ideology,
strength, and democratic calculus (which was partly reversed during the
1990s). During the 1970s, the employers’ association felt themselves
rapidly losing the control that they had previously taken for granted:13

wage structures, delinking wages from productivity, and increased security
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of work all became part of the victory of workers’ organisation, but at a
time when the industry went into a serious decline, with decreasing
employment, increasing irregularity of employment through the phenom-
enon of ‘lock out’, and general instability and uncertainty to the detri-
ment of workers who experienced the recent workers’ victory as
increasingly hollow. 

As indicated, within one factory large numbers of trade unions could
be encountered even around 1990, despite the great ‘offensive against
workers’ (Roy 1992), and the history of wage negotiations suggest that a
fair amount of bidding occurred between the different unions (also, as
described further, unions often were part of patronage networks through
which jobs were obtained). It seems that the factions were largely driven
by political differences rather than the result of growth of organisation
within the ranks. This led to great progress in workers’ conditions, but the
gains were temporary, and – as described further – for an increasingly
small part of the labour force. This illustrates, perhaps, a familiar –
theoretical and probably practical – dilemma of intermediaries contribut-
ing greatly to the capacity of workers to organise, while at the same time
making such organisation less sustainable or at least subject to a variety of
motives and incentives.

Do structures determine organisation? Patterns of
recruitment and migration

This second part of the chapter looks at how functioning of trade unions
has been influenced by the nature of recruitment and employment of
labour. Two main characteristics, both of which, too, have been studied
well in the historiography of labour and featured frequently in
contemporary writings, are the fact that workers were migrants and the
personalistic character of recruitment. 

First, while the very first jute mills near Calcutta employed mostly local,
Bengali labour, the employers quickly moved on to employ migrants, mostly
from (current) Bihar and Uttar Pradesh, with considerable numbers from
Orissa, Andra Pradesh, and Madhya Pradesh. In the literature, the nature of
this shift towards migrant labour has been disputed: according to some this
was the result of a shortage of local labour; according to others – and this
argument has been made particularly strongly for other parts of India – it
was an employers’ strategy to reduce the likelihood of workers’ organisa-
tion. For the Calcutta jute mills, there is limited evidence that such a strat-
egy was actively employed, and the change from local to migrant labour
may have been the result of a very rapid expansion in the labour market,
combined with the pre-existence of active migration patterns from many of
the areas of recruitment (de Haan 1994: Chapter 4). 

While the reasons for the increase in migrant labour in itself may be
important for the workers’ organisation (as SEWA currently perceives,
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too), the main argument here is around the implications of the nature of
migration and labour recruitment. Crucially, the pattern of migration was,
and to a large extent has remained, circular. Rather than entire families
moving to the industrial area, typically single male migrants moved (as sex
ratios for urban industrial areas showed), leaving families behind,14 main-
taining very close links with their villages and returning frequently.

Ever since this pattern of migration emerged, it manifested itself in
various convenient and inconvenient ways for employers. It was often
thought that this made workers less committed to the workplace, and
responsible – particularly in the early decades of the industry – for high
rates of labour turnover. The close links with the village also gave rise to a
seasonal shortage of workers, as migrants left the city in large groups,
particularly during the summer months.15 On the other hand, it also
proved to be very convenient, in particular during major economic crises
as in 1931, when following the 1929 slump, lots of jobs were cut and
workers moved en masse back to the rural areas without signs of protest;
they disappeared, as Labour Commissioner Gilchrist observed, as snow for
the sun.

The outlook of workers interviewed (de Haan 1994) gave a rather dif-
ferent perspective of this pattern of migration from the one that emerges
from the radical historiography. Many workers returning to the village
needed no explanation, and answers included exclamations like ‘What to
do? My house is there!’ Many said that they go when there was a ‘need’ or
‘work’: marriage, an emergency, taking care of the land (land disputes
being a reason for prolonged absence), education of the children and so
on. Visiting the family was a key reason for going to the village, for one or
two months per year, quite often longer, and frequently beyond the
allowed period of leave (and that medical certificates could be bought was
a public secret). 

What, then, are the implications of this pattern of migration for forms
of organisation? Just as this could be both convenient and an irritant for
employers, for trade union organisation this provides both an advantage
and a challenge – but it is likely to impact upon the form of organisation.
As highlighted above, unorganised militancy was quite common in the
early years of the industry, and the option of exit appears to have been
exercised quite frequently (with the changing labour market situation and
increasing surplus of labour, presumably, this has changed, as discussed
further). Strikes could be maintained longer, because workers would go
home – evidence suggests that this phenomenon that existed in a 1929
strike still existed in a strike in 1992. On the other hand, the dual exist-
ence of the workers makes it more difficult to organise workers on a sus-
tained basis, and many a trade union organiser has shared the concerns of
the employers about the ‘lack of commitment’ of the migrant worker to
the industry and urban area.16 In any case, in understanding the specific
form of this form of organisation, the complexity of both material liveli-
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hoods and the (inter-related) social-cultural orientation needs to be taken
into account.

The pattern of migration is closely intertwined with the second key
characteristic of labour recruitment and employment. Labour relations
have invariably been characterised as personalistic (and employment prac-
tices in the 1920s sometimes as chaotic). Relations between management
and labour were extremely hierarchical (backed up by repressive colonial
power), personified through a range of intermediaries, typically the
Bengali labour clerk and the notorious sardar.17 The latter played a
significant role in shop-floor management but particularly in the recruit-
ment of labour, especially during the early years of the industry when
there was a premium on bringing additional new workers in, and when
labour turnover was high. There is also evidence that the sardars exercised
control over the replacement of workers, perhaps particularly the system
of badli labour (temporary workers, particularly significant during the
annual period when many workers left). Successive changes in labour
management practices and legislation have half-heartedly and largely
unsuccessfully tried to dispense with this role.

How trade unions related to the sardars has not been subjected to sys-
tematic investigation. It is almost inevitable, however, that trade union
organisation to a large extent followed the existing networks of which
sardars were a central part. As argued extensively elsewhere (de Haan
1994: 73ff.), sardars were not just a creation of employers in the absence
of ‘modern’ labour management – though they certainly fulfilled an
important function – but also part of the social network that created the
environment in the industrial area, and linked living space including in
rural areas to the work place. Social networks were, and have remained –
though labour market conditions have changed significantly as described
further – key to obtaining jobs. And certainly for the period for which we
have first-hand information, it was clear that trade union leaders, at least
at lower levels, did play an important role in the distribution of available
jobs; trade unions were, in fact, part of a closed-shop system, though not
necessarily based on formal membership. 

A story that emerges, thus, is about the importance of ‘external’ factors
for the forms organisations are likely to take. In this case, both the migrat-
ory nature and continuing rural–urban links, and the personalistic charac-
ter of recruitment, have exercised a great influence, sometimes enhancing
the potential for organisation (as unions derived strength from the role of
union leaders in labour recruitment), sometimes weakening it and some-
times making the process of organisation less equitable. How the struc-
tures that originated early on impacted the longer-term history of
organisation is the subject of the next section.
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Structures: economic fluctuations shape organisation

While patterns of recruitment and labour control, as argued earlier, influ-
enced the form of organisation a great deal, economic busts and booms
and changes in labour markets and job opportunities have continuously
changed the conditions for, and dynamics of, trade union organisation.
We referred to some of these changes earlier in the chapter, and in this
section we deal with this question more systematically. It may be appropri-
ate to divide the long history of the industry and the accompanying
history of labour organisation into three periods:

1 expansion until the 1920s
2 relative stability until the 1960s
3 a period of turmoil and decline since then.18

Up to the late 1920s, the demand for labour was generally thought to
outstrip supply. This perception was perhaps not quite accurate, and
partly just the common employers’ complaint, but from both the official
records that showed high labour turnover and oral testimonies of
workers suggesting that getting a job was very easy, one may conclude
that workers were in a relatively advantageous position – (even though
there is little evidence that the high demand for labour resulted in
significant increases in wages in fact, real wages appear to have been
fairly stable until the late 1960s). 

During this period, forms of organisation remained fairly fluid. On
the one hand, workers did show much militancy, voted with their feet,
and unmediated forms of protest occurred frequently. On the other
hand, attempts by organisers from outside were fairly new, and took
place in a relatively repressive environment. And the gang leaders played
an important role for the workers, but to a large extent the premium was
about bringing more people in. The relatively fluid nature of the organi-
sation that existed was, arguably, demonstrated in the severe economic
crisis of 1931: large numbers of jobs were cut, but very little protest
emerged (in fact, the event did not feature in the workers’ memories)
and workers appear to have chosen for an option of exit, going back to
their villages.19

The decades after 1929–31 appear to have been a long period of rela-
tive calm. The industry adapted to the 1929 Depression, with restrictions
in production and some attempts of rationalisation during the 1930s.
With the outbreak of the war, the industry became more profitable. In the
period immediately after Independence and Partition, it had to cope with
the fact that its supply of raw jute had been cut off but production levels
remained high and if anything increased. Labour legislation did, however,
change radically after Independence.

Rationalisation during the 1950s implied a reduction of jobs (women
lost out in particular, as discussed in the next section). We know, perhaps,
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too little of the role of trade unions during this period, particularly how
they reacted to the changed labour market. What we do know is that
radical union leaders like Indrajit Gupta continued to be concerned
about the lack of stable organisation. The outside organisers now found
themselves in a very different political circumstance: while mill ownership
and management remained in the hands of foreigners and Marwaris,
government officials were not as clearly on their side as they were before
Independence (though this does not necessarily mean they were more
favourably disposed to the migrant worker).

From the little evidence we have for the period of the 1950s and 1960s,
it appears that corporatist principles predominated within the industry.
Labour legislation – which in this period started to prescribe hiring and
firing procedures, for example through a ruling that rationalisation
should not lead to dismissals – was the result of government intervention
(and sometimes had to be ‘explained’ to workers). Works Committees
were introduced and employers saw this as the main institution for negoti-
ating rationalisation. It is significant, and perhaps need to be seen in the
context of the lack of stable trade union organisation, that very few strikes
or other forms of protest emerged while many jobs disappeared. Jobs were
becoming more secure, labour conditions improved marginally, but the
benefits were for an increasingly smaller number of workers.

The crisis of the industry that started in the mid-1960s had a number of
reasons: decline in exports, imposition of an export duty, and withdrawal
of foreign capital. Significant for the analysis here is how labour con-
ditions changed during this period. As was highlighted, from 1965
onwards strikes suddenly became much more common (taking the indus-
try by surprise), wages started to increase significantly, and employers
started to resort to ‘lock-outs’ where previously they tried to change pro-
duction levels through, at least on paper, negotiated compromises.

Some of the employers, in a similar way in which they used to blame
outsiders for unrest, now blamed ‘inter-union and intra-union rivalries’.
While one does not need to accept this employers’ view, there is some-
thing paradoxical about the events after the mid-1960s and how these dif-
fered from the period before. The increased militancy started to occur at
the same time as the crisis of the industry deepened. Moreover, demands
and protests were often not related to the most serious aspects of the
crisis; for example, unions appeared to have been completely powerless
against the phenomenon of strikes. The strikes and workers’ victories
around 1970 did not feature in the oral histories of workers we inter-
viewed; rather, they saw it as a period of unrest, indiscipline, and murders.

During the period of fieldwork in the 1990s, factionalism and political
domination were central characteristics of labour organisations. Titaghur
Jute Mill, for example, was said to have 14 unions – CITU, INTUC, and
AITUC, all three closely affiliated to the main political parties being the
strongest. From interviews, it was not difficult to conclude that unions were
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not popular, that workers at best approached them for direct benefits of
help (for which, they were likely to have to pay small bribes). And as before,
trade unions were closely involved in the recruitment of workers (and in
effect operated a closed-shop system), who would become members of
unions to get a job, and had close links with labour contractors.

Thus, at one level, the form of labour organisation was successful, as
the workers, through whatever the dominant political alliance was, have
been able to obtain benefits. But at the same time, it seems to have
brought in a certain distance between the developments in the industry
and demands voiced by organisations, and political motivations (i.e. not
directly linked to the industry) arguably have dominated the long-term
interest of the industry (rather than leading to a demise of unions). There
was certainly nothing inevitable about this pattern, but it appears that the
dominant form of organisation has made it vulnerable to developments
taking the turn it took. In the process, and this is illustrated in the next
section with reference to female labour, the benefits were obtained for an
ever-smaller number of workers. 

Women in the industry and trade unions

This last section of the chapter focuses on the conditions that have led to a
limited representation of women in unions. This is, of course, partly related
to the small percentage of women in the industry, but this is not the main
story, and in fact what needs explanation is the decline of female labour
during this century, and the role that trade unions have played in this.

In the early stages of the jute industry, a fairly large number of women
joined the industry (though not nearly in the same proportions as
modern export-oriented industries in Bangladesh and elsewhere). There
were geographical differences, as described extensively elsewhere. Ini-
tially, a fairly large number of Bengali women were working in the mill
(Table 4.2). Over time, the substitution of local labour seems to have
affected women too. Among the migrants, comparatively more women
from Andhra Pradesh and southern Orissa than from Bihar and Uttar
Pradesh worked in the industry. It is not entirely clear whether this
pattern was present so strongly from the start of the industry in the late
nineteenth century, but it certainly developed fairly early on. The differ-
ences among migrant communities do not appear to have been deter-
mined by patterns of recruitment within the industry, though the level of
female employment and particularly its decline from the 1930s onwards
had a much more unified force behind them (and has arguably led to a
spreading of notions restricting mobility of women).

It is important to reflect on the reasons for the decline of female
employment. The precondition was created by the development of a
surplus of labour, which started with the crisis of 1931, but did not imme-
diately take on a structural nature because of large fluctuation on both
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sides of the labour market during the 1930s and 1940s. The first piece of
female-specific legislation, introduced in 1891 – which prohibited night
work by women, made maternity leave compulsory, and limited their
working day to 11 hours – had little effect because of infractions and the
government’s practice of exempting particular mills. Further ‘protective’
legislation was introduced during the 1920s and 1930s, but again this legis-
lation did not result directly in the exclusion of women. It was only in the
1950s that employers started to argue that legislation had made female
employment costlier, and that the restrictions on carrying weights and on
working in specific occupations made it a problem to employ women.

Legislation was largely a result of official concerns about the welfare of
women – rather than the result of organised protest. From the 1920s,
female labour became defined as a ‘problem’, including because of their
‘irregular’ lives and because of the fact that many men left their wives in the
villages and presumed temporary alliances in the industrial area. This offi-
cial concern, thus, provided the rationale for legislation – but it may also
have functioned as legitimation for the exclusion of women later on.
Employers during colonial times had successfully lobbied to defer introduc-
tion of Maternity Benefit legislation; after Independence when they had less
clout, at least the timing of effective implementation may have been a
reflection of employer preferences, probably unopposed by trade unions.

Another factor responsible for the disappearance of women was the
rationalisation of production during the 1950s. Employment decreased by
almost one-third in ten years: in 1948 there were 315,000 workers in the
industry, and in 1961 a low of 197,000 was reached. But the rationalisation
was not gender-neutral: whereas before, employers had not objected to
women working, they now considered them unfit for factory work,
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Table 4.2 Female labour in the jute industry, 1912–71

Year Women (number) Percentage of total workforce

Bengal
1912 31,329 15.7
1920 44,545 15.9
1930 52,144 15.9
1935 37,749 14.3
1940 36,640 13.9
1945 38,789 13.7

West Bengal
1950 35,944 13.6
1955 22,375 8.9
1960 9,419 4.4
1962 8,700 3.0
1971 8,70– 2.5

Sources: Until 1960 IJMA figures; the 1962 and 1971 figures are from the Ministry of Labour,
Labour Bureau, 1973.



especially when new (high-speed) machines were introduced. In the
1960s, there was an explicit drive to reduce the number of female workers
in the mills of Thomas Duff & Co., for example, with its chairman arguing
that some mills ‘could do a lot better’ in getting women to resign (the offi-
cial records emphasised natural attrition and voluntary retirement, and
shifts in production were used to speed up the process).

What was the reaction of trade unions to the decline of female labour?
For sure, as described by Leela Fernandes (1999: 185–90), there were
occasions that unions formally included demands from women, but these
never reached high priority, or were even raised during tripartite negotia-
tions. Also, and mirroring the earlier paradox of militancy without sus-
tained organisation, women have displayed considerable degrees of
militancy. ‘Gherao’, plus embarrassment of male officials, have been
common strategies. But the militancy and protests of women have not
been integrated systematically in the working of trade union organisation,
and hostility appears to have existed on both sides, with women workers
not being willing to succumb to the discipline of trade unions (maybe
because they had the experience of their specific demands being sidelined
in the process of negotiations), and on the part of unions who felt that
women were less amenable to, less understanding of, long-term benefits.

Exclusion of women had at least three aspects, illustrating how, over
time, the organisation of workers became increasingly confined to an ever
smaller group, increasingly male. First, women hardly ever (if at all)
became trade union leaders (as there were no opportunities for women to
become sardars) – the role of Ms Das Gupta would not be an exception
to this as she was not a worker herself (even if she did have much appeal
to workers). Second, the demands of women were never an important
part of the demands of the male-dominated unions, even when there was
considerable amount of spontaneous protest. Third, the unions did not
oppose and often have been instrumental in the displacement of women
from the industry,20 themselves reinforcing a notion of the male breadwin-
ner, which possibly became stronger as the twentieth century developed.
(Sen 1999). 

The development of the notion of breadwinner has been core to the
gendered patterns of access to employment, and how this has been
reflected in trade union organisation. It may well have been reinforced by
at least some women who agreed that sons or other male relatives should
replace them and seeing this as a status elevation; others may have been
reluctant but unable to withstand the combined pressures of unions,
families, and employers. Further, male workers may have ‘sacrificed’ sup-
plementary income (from women) to attain upward status mobility (as
many workers suggested by responses like ‘only women from destitute
families work’). Finally, while it has not been uncommon for trade unions
to request jobs for women, this was typically only because they had
become widowed or otherwise were single heads of households.
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It is important to understand the complexity of this development of a
breadwinner ideology. With jobs being part of personalised networks of
recruitment ( job as property, with same gendered characteristics as other
form of property), and increasingly scarce, trade unions have been an
important instrument in the exclusionist policy of formal sector employ-
ment.

Organisations of the poor: concluding thoughts

This chapter has described the history of a particular form of organisation
in a particular set of circumstances: boom and bust of a major industry,
with outsiders playing an important role in organisation of workers, and
the increasing exclusiveness of the organisation. This concluding section
tries to bring the description back to thinking about conditions for organi-
sations by and for the poor. To do so, it may be helpful to use a framework
proposed by Fox in a research in Mexico (quoted in Bebbington et al.,
2006), asking the question, ‘how civil society “thickens”?’

A first pathway through which this can happen is referred to as
state–society convergence, in which reformist officials within the state
facilitate the emergence of autonomous forms of organisation (including
in corporatist forms in the two decades after Independence). As we have
seen, this has played a very important role in the case of trade union
organisation, but it also proved a two-edged sword, and the long-term view
adopted in this chapter brings out some of these dynamics. On the one
hand, outsiders were essential in organisation and gave the organisation
an enormous amount of strength, particularly in the more repressive
environment of the colonial periods; on the other hand, arguably it made
the organisation more vulnerable to a variety of motives, not always in the
interest of the broad set of people they represent, as was arguably
demonstrated from the late 1960s onwards.

The second pathway centres on collaboration between external and
local civil society actors. Again, coalitions played an important role in the
formation of trade unions. The 1990s’ wave of global alliances in a sense
was not new, as trade union members from the UK and elsewhere did take
up the case of workers in Calcutta, and international communism did
lend much weight to the organisations – be it that this may have been
largely indirectly, through political parties, which as we have seen have
contributed to factionalism within workers’ organisation. 

The third pathway distinguished by Fox is bottom-up mobilisation,
and this remains a core issue in trying to explain the long-term trends of
workers’ organisation. A key theme throughout the century, affecting
the entire labour force in the 1920s and women in particular during the
1950s, has been the paradox of militancy and lack of sustained organisa-
tion. In circumstances that provided ideal ground for mass organisation,
the channelisation of mobilisation was essential – a feature that seems to
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remain central for many organisations of the poor (perhaps, particularly
the working poor, because of employers’ class interest. However, the
form in which protests were channelled has been equally crucial for the
development of the organisation, and the strategic choices made have
led to processes of exclusion, as well as a direction that has tended to
marginalise long-term workers’ interests (at the cost of, e.g. electoral
interest).

Part of the dynamics has been the marginalisation of women. Unions
have not been directly or uniquely responsible for this, as decline of
employment was part of a complex process, and women would not have
raised one single voice. But neither have unions been able to incorporate
the interest of women as workers. Over time they have come to represent
the immediate interest of an increasingly small work force, increasingly
composed of men, with women employed in exceptional circumstances
only, for example when no other breadwinner is available.

In conclusion, we would like to point to what may be considered the
largest dilemma of trade unions in countries that are marked by an ‘infor-
mal sector’ comprising about 90 per cent of the labour force, and in con-
texts of de-industrialisation of sectors in which trade unions traditionally
have had the largest foothold: can they broaden their interests and object-
ives in a way that make them more representative for larger sections of the
poor population? The history of organisation among organised workers
indicates that they have become increasingly exclusionary, suggesting that
a radical change in orientation would be required before they would take
on a broader role. While SEWA has filled an enormous gap in organising
workers, mostly women, outside the traditional sphere of labour organisa-
tion, their continuous efforts for recognition highlight the difficulty in
achieving such a change. The role of unions has become increasingly
restricted to defending the interests of an ever-smaller group of workers,
usually men, and the roles of union leaders and sardars seemed to have
become increasingly intertwined. A key question that emerges, therefore,
is whether unions would be able to lift themselves out of this squeeze, and
innovate to become representative of a wider section of the urban (and
therefore also the rural) population.

Notes
1 SEWA grew out of the Textile Labour Association, India’s oldest and largest

union of textile workers. Available online at: sewa.org/aboutus/index.htm.
2 This draws, in particular on our jointly edited volume, A. de Haan and S. Sen,

1999, and our respective PhDs finished mid-1990s.
3 The classic text on this is M.D. Morris in the The Cambridge Economic History of

India, 1983. 
4 Quoted in Dipesh Chakrabarty (1989: 116), the main critique of Marxist

labour historiography in West Bengal.
5 For similar perspectives see Basu (1994), and – with a comparative perspective,

Cox (1997).
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6 Chakrabarty (1989: Chapter 4). After Independence, much higher figures
started to be quoted, but these are notoriously unreliable, as trade unions,
generally do not maintain membership registration. Many people told us that
they joined unions or parties from which they expected to get an advantage.
Some said that they had paid donations to all unions to avoid their anger, that
they supported the strongest union, and that workers are opportunists.

7 As an indication of this fluidity, I observed that between 1991 and 1993, the
influence of BJP politics in the industrial area – which has by and large been
spared communal conflicts – appeared to have increased.

8 Modernisation of labour relations included attempts to abolish the role of
intermediaries in shop-floor management and, in particular, in recruitment of
labour (known as ‘sardars’); their role is described further.

9 It may be important to emphasise that much of the description is based on offi-
cial records, that very few oral and written testimonies of workers exist, and
that we are thus, as Chakrabarty put it, forced to read between the lines to get
an understanding of the world of workers and their organisation. My own
research focused on oral history, but this remains limited too, for example
highlighted in the common statement that things were better in the past.

10 Chakrabarty 1989: 131. Penal Code 144 (of 1860) was frequently imposed by
authorities to ban demonstrations, to reduce ‘public nuisance’ (www.righttowa-
ter.org.uk/pdfs/india_cs.pdf), and is still frequently used in the context of
labour unrest. 

11 In a number of cases protests revolved around cultural-religious issues, for
example related to recognition of religious holidays. While the living and
working environment has remained to a large extent segmented, along
regional, ethnic and religious lines, with a few exceptions, trade unions did not
organise along such lines.

12 In this context, the discussion of hierarchy is central. Most studies,
Chakrabarty’s (1989) in particular, stress that the Indian working class has
been characterised by a strong hierarchical culture. Industries like jute have
been organised in a hierarchical fashion, trade unions have not operated on
democratic principles, and the workers’ ‘cultures’ were thought to be equally
hierarchical.

13 Interestingly, while the history of trade union organisation is well studied for
the colonial period, the more recent period is not well documented; much of
my information on this is based on employers’ records; see de Haan 1994:
Chapter 7.

14 The pattern of migration varied somewhat across regional and perhaps, reli-
gious communities, as in the case of my own field research where there was
much higher incidences of family migration among migrants from southern
Orissa and Andhra Pradesh. But across communities, female migration did
occur (de Haan 1994, Fernandes 1999, Sen 1999).

15 Some debate exists for the reason of this annual exodus; while some have
argued that this was related to seasonal agricultural activities, I concluded that
the return has been mainly during the festive and marriage season, and if any-
thing, after the main harvest. But in any case, it is important to emphasise that
rural and urban lives form an integrated phenomenon from the perspective of
the worker.

16 For example, a union leader said that workers are only interested in earning
money to take it back home. This has been observed in research on unions
elsewhere in India too.

17 Das Gupta (1981) has highlighted the central importance of the sardari system
– and linked to that the importance of personal ties – till 1937, when the first
labour officers were introduced; Chakrabarty (1989: 19ff.) emphasises that a
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large part of the sardar’s authority was based on fear, and the use of naked
physical force; see further Goswami (1985) for a description of the role of
intermediaries.

18 Details and references on changes in the industry can be found in de Haan
1994: Chapter 7.

19 A 70-year-old retired female worker from Andhra also said that there were no
unions in the past: paelle union kaha raha?, khali bara sardar, laine sardar, e sab hai
(where were unions in the past? There were just the bara sardar, line sardar, all
that was there; see de Haan 1994).

20 Fernandes 1999: 185. Our observations also suggested that local union leaders
were largely in favour of reservation of jobs for men. Moreover, the illegal prac-
tice of illegally employing ‘voucher’ workers – usually women – in the place of
ghost workers has been actively condoned by unions.
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5 China as a world factory
New practices and struggles of
migrant women workers

Pun Ngai

Introduction

The rise of China as a “world factory” signifies a new century of surplus
labor drawn from rural China to fuel the global economy. Since the early
1990s, we have witnessed a surge in the relocation of transnational cor-
porations (TNCs) to China from all over the world, especially from
Hong Kong, Taiwan, Japan, the USA, and Western Europe. More than
100 million peasant-workers have been working for TNCs, either directly
owned or joint-ventured by big brand-name American and European com-
panies, or in their Chinese production contractors and subcontractors.
With China’s entrance into the World Trade Organization (WTO), capital
from manufacturing industries, high-tech sectors, and financial business
further poured into China, creating a hegemonic discourse in the West
that Chinese workers have increasingly stolen jobs from Western labor
markets. There are, however, increasing concerns emerging amongst non-
governmental organizations (NGOs) as well as academic circles about
globalization and labor conditions in post-socialist China. In spite of the
increase in transnational codes of conduct, practices at the company level,
and legal mobilization of labor at the societal level, precarious labor
regimes in China are still prevalent (Chan, 2001; Lee, 1998; Pun, 2005a;
SACOM, 2005). Globalization and “race to bottom” production strategies
adopted by TNCs work against the improvement of labor relations in
China through new legal or institutional practices and employment rela-
tions, and the changed nature of ownership (Pun, 2005b). Instead, new
global production regimes and capital–labor relations produce employ-
ment systems which are still highly precarious, generating huge hidden
costs that Chinese women workers carry while creating a huge social force
ready to resist and challenge the existing social order. How would migrant
women workers understand themselves collectively in terms of class and
gender identity? Could they be organized as a new worker-subject newly
emerged in post-socialist China? At the crossroads of China’s incorpora-
tion into global capitalism, what are the new forms of labor organizing
and women empowerment?



This chapter hopes to examine these timely questions drawn from a
ten-year-struggle of a local NGO, The Chinese Working Women Network
(CWWN), which started its projects in Shenzhen since 1996. Situated pri-
marily in the special economic zone (SEZ) of Shenzhen, CWWN struggles
to survive together with migrant women workers who desperately look for
civil society space in urban China for labor protections. Set up in 1996,
CWWN is a non-profit NGO with the mission of promoting betterment for
the lives of Chinese migrant women workers. It endeavors to fight for
labor and gender rights, and promote grassroots empowerment and social
justice in China. Because of the great difficulties associated with organ-
izing migrant workers at the workplace level, CWWN roots itself in the
migrant labor communities and attempts various organizing projects to
organize workers outside the traditional trade union model. Limitations,
shortcomings, and lack of genuine political space for women’s participa-
tion far extend the achievement of the empowerment projects. Because of
the difficulties related to survival as a local NGO in China, CWWN must
spend a great deal of effort in ensuring its sustainability as an organi-
zation, which affects CWWN’s ability and power to organize labor.

China’s accession into WTO

The acceleration of the global manufacturing process after China’s
entrance into the WTO has contributed to a dual process that underlies
the making of a new Chinese working class. First, the global process shat-
ters China’s old socialist pattern of industrial ownership and previous
workforce composition, the latter of which has constantly been under
restructuring since the mid-1990s. In 1981, the state-owned enterprises
(SOEs) produced three-quarters (74.76 percent) of the national gross
industrial output while the collective-owned enterprises, which had func-
tioned as subsidiaries of state firms, generated another 24.62 percent of
national gross industrial output (Lee, 2005:4). The SOEs’ decline in
industrial significance became even more drastic when economic reform
deepened in the 1990s. By 1996, 11,544 units of SOEs had declared bank-
ruptcy (Lee, 2003:74). The national importance of the state-owned and
state-controlled firms, in terms of total industrial output, dwindled to only
18.05 and 10.53 percent respectively, in 2001. With regard to the number
of industrial employees in SOEs, the 1990 China Statistical Yearbook states
that, in the same year, there were 43.64 million staff and workers, consti-
tuting 68.42 percent of the national total of industrial employment. The
neo-liberal ideology borne by the WTO’s deepening involvement in
market competition and corporate consolidation has contributed to
massive lay-offs of state and collective workers in the new millennium. The
once provisioning and paternalistic socialist employment systems have
acceded to the market forces of demand and supply. As privatization,
mergers, and bankruptcies changed the face of Chinese work units, or
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danwei, the number of industrial workers in SOEs remained, until 2002, a
mere 15.46 million persons, making up only 41.46 percent of the total
industrial employment in China.1

Alongside the state-initiated transition to the market economy was a
sharp rise in jobs in private, foreign-owned, and joint-venture enterprises
that now dot the coastal cities of China. The formation of a new working
class of internal rural migrant laborers, or the dagong class (Pun, 2005a),
in contrast to the Maoist working-class, has been taking shape in
contemporary China. Since the late 1970s, the de-collectivization project
has generated a massive labor surplus from rural areas. At the same time,
the central government has facilitated an unprecedented surge in internal
rural-to-urban migration by partially relaxing some of the restrictions of
hukou, or the household registration system. Most TNCs (of Hong Kong,
Taiwan, South Korea, Japan, the United States, and European countries)
and their subcontractors recruit millions of peasant-migrants in export-led
SEZs. Until the early 1990s, it was consensually agreed that the number of
floaters2 was about 70 million nationwide. The Fifth National Population
Census of China, in 2000, estimated that there were over 120 million
internal migrant workers in cities, while other estimates range from 100 to
200 million persons (Lavely, 2001:3). This variation is explained by the
varied definitions of migrant worker adopted by the government and non-
state organizations, which take into account the temporal and spatial
dimensions of internal rural-to-urban migration (see also Solinger, 1999;
Liang and Ma, 2004; Gaetano and Jacka, 2004).

Women constitute a significant proportion of the rural migrant popu-
lation in contemporary China. The development of SEZs across China,
similar to the development of corresponding establishments in most other
developing economies, was based on a massive harnessing of young
workers, in particular of unmarried women (see Lee, 1998; Pun, 1999;
Gaetano and Jacka, 2004). By 2000, female migrant workers accounted for
about 47.5 percent of China’s internal migrant workers (Liang and Ma,
2004). In Shenzhen, they recently made up about 65.6 percent of all
migrants (Liu, 2003).

These rural migrants have been identified as temporary residents who
work in a city and who lack a formal urban hukou, an urban registry status
that confers upon urban residents the entitlement to stay in the city and
enjoy welfare and protection there (Solinger, 1999). The old but still exist-
ing hukou system helps to create exploitative mechanisms of labor appro-
priation in Shenzhen as well as in other Chinese cities. The maintenance
of the distinction between permanent and temporary residents by the
hukou system facilitates the state’s shirking of its obligation to provide
housing, job security, and welfare to rural migrant workers. China’s
overall economy, while it needs the labor of the rural population, does not
need the city-based survival of that population, once demand for rural-to-
urban migrants’ labor power shifts in either location or emphasis. This
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newly forming working class is permitted to form no roots in the city. Still
worse, the hukou system, mixed with labor controls, is the specific modality
of power that constructs the ambiguous identity of rural migrant labor
and that simultaneously deepens and obscures the economy’s exploitation
of this huge population. Do the state and the society regard the temporary
laborers as workers or as peasants? The difficulty that one faces in
responding to this question not only exemplifies the ambiguity that sur-
rounds the status of rural migrant labor but also facilitates industry’s
appropriation of rural migrant labor and precludes the Chinese state’s full
recognition of rural migrant labor as labor. Hence, this subtle and multi-
faceted marginalization of a vast swath of the labor supply has created a
contested, if not a deformed, citizenship that has disadvantaged Chinese
migrant workers attempting to transform themselves into urban workers.
The term mingong (“peasant-workers” or temporary workers) blurs the
lines of identity between peasant and worker (Pun, 2005a).

The contention here is that this process of proletarianization got
underway when the Chinese socialist state, while it allowed rural migration
to meet the needs of global capital and national development, con-
strained and contained the formation of this new working class. Further-
more, urban governments do not provide housing, education, and other
environmental infrastructure to the temporary residents. Migrant workers
themselves are not rightful citizens; moreover, the workers’ family
members are barred from living in the particular industrialized city unless
they too can find a job there and acquire the status of temporary worker.
Thus, local governments and foreign enterprises that profit from these
migrant workers can, at the same time, avoid any welfare-related burdens
that would otherwise strengthen the workers. In short, the cost of labor
reproduction is borne by the rural society.

To better grasp the extraordinary dislocation at hand here, let us con-
sider this specific feature: migrant labor is distinguished by its transient
nature. Normally, a worker, especially a female worker, will spend three to
five years working as a wage laborer in an industrial city before getting
married. Rural communities have long exercised – and have long been
expected to exercise – the extended planning of life activities such as mar-
riage, procreation, and family. As in other developing countries, the
process of proletarianization in contemporary China relies heavily on the
changing subsistence mode of agricultural production.

The dormitory labor regime

Because official and unofficial structures prohibit this newly formed
working class from building its own community in urban areas, the
burden of the daily reproduction of labor is left to the factory. This shift
in responsibility creates what we refer to as China’s “dormitory labor
regime,” which contributes to a specifically exploitative employment
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system in the new international division of labor. As millions of migrant
workers pour into industrial towns and cities, the provision of dormitories
for the accommodation of these workers remains a systemic feature of glob-
ally producing enterprises. Irrespective of industry, location, or nature of
capital, Chinese migrant workers – whether they are male or female,
single or married – are accommodated in dormitories within or close to
factory compounds in China. We theorize this phenomenon as the “dor-
mitory labor regime” to capture the recurrence of dormitory factories as
the hybrid outgrowth of both global capitalism and the legacies of state
socialism (Pun and Smith, 2005). In light of China’s incorporation into
global capitalism, I and my colleague aim to examine the dormitory labor
system, not only as a form of labor management but also as a platform for
labor solidarity, labor resistance, and the emergence of new employment
relations. While this use of dormitory labor is specific to the context of
contemporary China, its impact on global production especially in terms
of labor control and labor resistance is far-reaching.

In China, what is noteworthy in the opening up of the country to global
production, starting with the Shenzhen Special Economic Zone in 1981, is
the emergence of the provision of dormitories on a systemic basis. The
employers’ provision to workers of dormitory-themed accommodation has
extended to the majority of production workers and is the norm. The
existence of China’s dormitories is therefore more systemic than contingent.
Moreover, dormitory accommodation in China fits neither the paternalis-
tic mold identified in the West nor the “managerial familism” in Japan,
nor yet again the firm as a “total institution” of the pre-reform Chinese
state enterprise. This is because contemporary China’s dormitories house
mainly single workers for short-term employment, and hence little accom-
modation functions for the long term: the dormitory precludes a pro-
tracted relationship between the individual firm and the individual
worker. Moreover, the Chinese dormitory labor system applies to com-
panies irrespective of product characteristics, seasonality, location speci-
ficities, or employer preferences.

Most important, it is not the case in China that the enterprises provide
employees with accommodation, using it to buy labor loyalty or to retain
scarce skills. Rather, the dormitory labor regime in China ensures princip-
ally the short-term capture of single migrant workers, which maximizes
the use of labor services during the working day. The ensured “capture”
represents a new mode of production – one that accounts for both a spe-
cific overabundance of rural labor and the economic integration of China
into the global assembly line.

The apparent recurrence of this old form is, in fact, the hybrid outcome
of global capitalism and state socialism, reinvigorated through foreign-
invested firms and local states in a globalizing economic context. Virtually,
all foreign-invested companies use dormitories, whether rented from local
authorities or provided privately within the enterprise. Each of these
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companies aims to capture youthful migrant labor, particularly female
workers for short sojourns to the factory. This capture, in turn, creates an
infrastructure for sustaining China’s precarious employment systems.

Exploitation of labor

As I mentioned, the dormitory labor regime stems from the incorporation
of global manufacturing production into China’s socialist system, all of
which is steeped in the new international division of labor. One character-
istic of China’s foreign-invested manufacturing plants is the housing of
workers in dormitories attached to or close to a factory’s enclosed com-
pound. Such dormitories are communal multi-story buildings that house
several hundred workers. Rooms are shared, typically between anywhere
from eight to 20 workers per room. Washing facilities and toilet facilities
are communal and are located between rooms, floors, or whole units,
such that living space is intensely collective, with no area, except that
within the closed curtains of a worker’s bunk, available for limited privacy.
But these material conditions do not explain the role of the dormitory as
a form of accommodation – as a living-at-work arrangement. Central to
the dormitory form is a political economy that governs the grouping of typ-
ically single, young, female workers. Separated from family, from home,
and from routine, these workers concentrate in a workspace and submit to
a process of homogenization. And insofar as their connection to the firm
is short term and contractual, the alienation of labor derives from signific-
antly more than either labor’s deficient ownership of product or labor’s
deficient control of production skills. Workers in dorms live in a system
that alienates them from their past and that replaces a customary setting
with factories dominated by unfamiliar others, languages, foods, produc-
tion methods, and products.

Under the dormitory labor regime, management within the foreign-
invested firms appears to have exceptional controls over the workforce. In
short, the dormitory labor regime operates according to the following seven
strategies:

1 An absolute lengthening of the workday: a return to an absolute, not
relative, surplus-value production.

2 A suppression of wage-increase demands: an elevated circulation of
labor makes it more difficult for workers to engage in collective bar-
gaining, in general, and to demand wage increases, in particular.

3 Easy access to labor power during the workday: a just-in-time labor
system for just-in-time production profits quick-delivery order and dis-
tribution systems.

4 Daily labor reproduction: control of the reproduction of labor power
operates in the factory (accommodation, food, travel, social and
leisure pursuits within a production unit).
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5 Compression of a “worklife”: ten years compress into five years owing
to excessive work weeks and to the production-based use of chiefly
young workers.

6 Direct control over the labor process: limited formal consensual con-
trols characterize workers’ bargaining power, while a system of labor
discipline imposes penalties – such as fines for effort bargaining – on
workers.

7 State and non-market interventions: external and internal state
actions that restrict labor mobility affect the overall labor process.

These specific characteristics of China’s dormitory system, and the wider
exploitative labor regime of which they are examples, have undermined
any pro-labor policies proposed by the central government. In recent
years, the central government has instituted new regulations that govern,
for example, the minimum wage and working hours. The stated goal
underlying these regulations is a unified legal framework for the protec-
tion of all workers from inhumane treatment. On May 28, 1993, the Stand-
ing Committee of the Shenzhen People’s Congress passed The Regulations
on Labor Conditions in the Shenzhen Special Economic Zone so as to institution-
alize the labor recruitment system and to govern labor relations at both
the enterprise-level and the city-level.3 The notable feature of these regula-
tions is the provision of important labor protections, including those con-
cerning minimum wage, work hours, and social insurance for internal
migrant workers citywide. However, precisely in the course of these
government-initiated labor reforms, at least two broad concerns surfaced:
first, labor policies and labor regulations are unevenly implemented at
local levels and hence protection for workers is seldom enforced; second,
state and collective workers have been hard-hit by economic restructuring,
and the phenomenon further exposes the lip-service that government
pays to labor. Concurrently, as flows of private and foreign capital increase
to coastal cities and to SEZs, pronounced competitiveness has taken hold
among TNC factory suppliers and local enterprises, each trying to lower
the costs of their just-in-time production while trying to raise the quality of
their products. This trend has become especially pronounced since
China’s accession into the WTO.

In view of the working and living conditions that characterize the rural
migrant workers in South China, the Guangdong Federation of Trade
Unions (GDFTU) issued an investigative report in 1994, stating that all
the 127 surveyed foreign-invested enterprises had violated the national
labor laws by imposing excessive working hours on their workers (Sun,
2000:179). The report’s findings should not come as a surprise, insofar as
Taiwanese-invested enterprises (to draw from only one example) wield a
militaristic style of management (Chan, 2001:46–56). Corporal punish-
ment, physical assaults, body searches, and other unlawful labor abuses
are commonplace. Factories under South Korean ownership are also
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notorious for their adoption of harsh labor discipline and management
practices: managers beat female workers on the shop floor, force them to
publicly kneel down, and the like (Chan, 2001:56–63).

When I compared the current working conditions with the working con-
ditions in the 1990s, I found little improvement. For instance, the past ten
years have witnessed persistently low wage levels. Another report released
by the GDFTU in January 2005 shows that, in Guangdong, the average
monthly wage of 11.6 million peasant workers was only 55 percent of the
average monthly wage of state and collective staff and workers. In other
words, a majority (or 63.2 percent) of the peasant workers earned between
501 and 1,000 yuan a month. Most alarming was the finding that, despite
unprecedented economic growth, the overall 12-year increase of Guang-
dong’s wage level for migrant workers amounted to a mere 68 yuan.4

Nevertheless, the minimum wage in Shenzhen used to be the highest
among those of all China’s cities. The wage level of the Shenzhen SEZ
between 1997 and 1998 was 420 yuan, compared to Shanghai City’s 315
yuan and to Beijing City’s 290 yuan.5 In Table 5.1, we see the Shenzhen
government’s annual adjustment of the minimum-wage standards, which
covers the period from 2000 to 2006 and which takes into account infla-
tion and the cost of living.

However, production workers in Shenzhen industrial towns often
receive basic monthly pay that totals about 400 yuan, far lower than the
legal standard. Including overtime payment, the earnings of production
workers ranged approximately between 600 and 1000 yuan a month.
Deductions for costs such as dormitory rent, water, and electricity, and
social insurance could amount to nearly 100 yuan a month. And if no
canteen were available, and if a dormitory prohibited cooking, workers
had to incur the much higher cost of eating out. Given the combination
of pitiful income levels with onerous living expenses, most of the women
workers we interviewed, complained about their below-subsistence
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Table 5.1 Legal minimum wage of Shenzhen City, 2000–6

Year Shenzhen SEZ Outside the Shenzhen SEZ
(yuan) (yuan)

2000–1 547 419
2001–2 574 440
2002–3 595 460
2003–4 600 465
2004–5 610 480
2005–6* 690 580

Source: Shenzhen’s labor and social security bureau.

Note
* The effective date of the legal minimum wage level was 1 July 2005. In previous years, the

adjustment was set on 1 May, International Labor Day.



income, which sometimes results from illegally low wage rates. In recent
years, this problem of underpay has triggered collective actions by produc-
tion workers in South China.

In terms of working hours, the Chinese Labor Law, in effect as of 1
January 1995, stipulates that a five-day workweek should not exceed 40
hours and that overtime work must be limited to a maximum of 36 hours
a month. However, almost all the enterprises in South China have failed
to observe these regulations, and an average work day often lasts between
12 and 13 hours, six to seven days a week. When the production deadline
approaches, management sometimes reduces lunch and rest breaks to
merely 30 minutes. To cope with the increasingly just-in-time production
schedule, management often requires workers to work nonstop into the
morning. In extreme cases, they are forced to work for 48 hours straight.
Total working hours in a week can thus add up to between 90 and 110
hours (SACOM 2005). Of course, with demands like these, housing in
factory dormitories serves an essential role by ensuring round-the-clock
availability of labor power.

Under such work-related pressures, women workers suffer from a
variety of occupational illnesses that include menstrual disorders, back
pain, headaches, deterioration of eyesight, fatigue, and respiratory prob-
lems. The situation is compounded by poor ventilation on the shop floor,
which is overwhelmed with toxic chemicals. Weaker female workers some-
times faint at their work station, an occurrence that is especially common
during the hot summers. Employers provide no paid sick leave, despite
the fact that most employees contribute their share to social insurance –
the central insurance fund contributed to by both employers and
employees at the city level. Paid maternity leave, also required by law, is
likewise a neglected, although basic, benefit.

An examination of collective-bargaining power reveals that almost no
trade unions operate in foreign-invested factories or private enterprises,
despite the stipulation in Article 10 of the Trade Union Law (2001) that
any enterprise with 25 employees or more should establish a jiceng gonghui
weijyuanhui, or grass-roots trade union committee under the auspices of
the All-China Federation of Trade Unions (ACFTU), and despite the stip-
ulation in Article 7 of the Labor Law (1995) that workers shall have the
right to join and organize a trade union in accordance with the law. And if
an official trade union operates in a workplace, the union’s functioning is
often confined to entertainment and welfare activities such as the organ-
izing of balls and parties during festival days. My in-depth interviews and
everyday discussions with production workers revealed, in fact, that none
of them had any idea about the organization and function of trade
unions. Should there be strong disagreements with regard to wages and
overtime work, workers either turn to their immediate shop floor supervi-
sors for settlement of the issue or quit the job. Collective bargaining
through trade unions is unheard of among many production workers.
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Community-based labor organizing

It is under this global production context in which precarious employ-
ment and infringement of labor rights were prominent in China, that
CWWN, a Hong Kong NGO, came into being and rooted its base to the
industrial zones of South China. Started by organized women factory
workers in Shenzhen, the first SEZ of China, CWWN has no choice but
work with local official departments by using a community-based organ-
izing model. Set up in 1996, CWWN stands as a non-profit NGO with the
mission of promoting betterment for the lives of Chinese migrant women
workers. It endeavors to fight for labor and gender rights, as well as
promote grassroots empowerment and social justice in China. Because of
the great difficulties of organizing migrant workers at the workplace level,
CWWN is rooted in the migrant labor communities and attempts various
organizing projects to organize workers outside the traditional trade
union model.

The CWWN now operates on several fronts, including ongoing projects
launched by the Centre for Women Workers, Women Health Express
(WHE), Occupational Health Education Centre in Shenzhen and three
industrial towns in the Delta. With an aim to provide comprehensive
empowerment programs for Chinese women workers, we conduct training
workshops on labor and gender rights for enhancing labor conditions in
the workplaces. We also organize cultural and educational activities to
enrich their social lives and encourage self-help solidarity. In addition to
these continuous projects, we encourage workplace training, research
exchanges, and experiences sharing among concerned groups on women
workers.

For almost ten years, the pioneering CWWN has sought to empower
women migrant workers in Guangdong Province’s manufacturing hub,
the Pearl River Delta, through diverse grassroots programs dealing with
occupational health and safety, labor rights, and gender equality. CWWN
has also launched factory dormitory organizing initiatives and founded
cooperatives for women workers.

Working quietly but consistently in places where these predominately
female migrant workers labor, eat, sleep, shop, and recreate, CWWN has
reached out and sunk deep roots into this community of working women.

One of our most successful and unique programs has been CWWN’s
mobile van project, Women Health Express (WHE), which reaches
approximately 3,000 migrant workers each month. The project was
launched in view of the grave need to empower China’s migrant women
workers, and the van was reconstructed from a 17-seat mini bus. It con-
tains a small medical clinic, library, and cultural function center with a
television set, VCD, and speakers for educational lectures in open areas.
This project is affiliated with the Guangdong Province Prevention and
Treatment Centre for Occupational Diseases. WHE began operating in
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the industrial areas of Pearl River Delta in 8 March 2000; the project
reached over 80,000 women workers by the end of March 2002 and served
35,000 migrant workers in 2004.

This van functions as a mobile service centre to disseminate informa-
tion on occupational health and safety, as well as to train workers to assert
their basic rights. First launched in 2000, the van has been promoting
CWWN’s objectives through education and training, workers’ organizing,
legal advice, health consultancy, and advocacy. The van is currently oper-
ating within three industrial towns in South China, with regular contact
hours and venues.

We seek to speed up the integration of local women workers into
CWWN programs – particularly the mobile van project – so that mainland
organizers and active women workers can assume a more integral role in
planning and organizing our projects. Jointly carried out with the Chinese
migrant workers in South China, the four major projects of CWWN are:

1 The Centre for Women Workers
2 The Women Health Express – the mobile van project
3 The Concerned Group for Chinese Injured Workers
4 Community Occupational Health Education Centre.

The major problems and concerns of the women workers in the Pearl
River Delta can be distilled into three areas.

1 labor rights
2 occupational health and safety
3 women’s rights for independence and self-determination.

These become the major areas covered by CWWN. For the daily operation
of projects, CWWN have established the following objectives:

• To increase women migrant workers’ awareness of community and
occupational health and safety issues, especially regarding the preven-
tion of occupational diseases and women’s health;

• To provide information and training on labor and employment rights,
especially on the regulations concerning occupational health and
safety and social insurance;

• To offer basic health services like simple physical examinations and
occupational disease referrals;

• To develop mutual aid and concern groups so as to reinforce
migrants’ awareness of labor rights, occupational health and safety,
and women’s rights;

• To enrich the social and cultural lives of women workers.
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The Centre for Women Workers

The Centre for Women Workers was established in 1996 to provide a plat-
form for organizing Chinese migrant women workers in the SEZ of Shen-
zhen. Major organizing work includes labor rights education, protection
against workplace sexual discrimination, sexual health education as well as
training for returned migrants. With accumulating frontline experiences
in the past few years, we are determined to form self-organizing networks
among migrant women workers in the dormitories. The Centre has
developed rapidly into a comprehensive dormitory organizing a workers’
training base for the migrant labor in South China.

The Centre offers women workers with interactive programs that tailor
to their learning needs. We also train volunteers to organize nearby dor-
mitories and develop mutual support networks. Our work initiatives
include running small group discussions on labor rights, reading, handi-
craft making, movie sharing, photography, singing, drama, and so on.
Through these diverse cultural forms, women workers are provided a
forum to express themselves and articulate their collective identity as
migrant women workers.

With the suggestion made by women workers, in May 2004, CWWN
decided to establish the Centre for Women Workers in Bao’an district, a
huge industrial hub close to the Shenzhen international airport. The
Centre, opened in November 2004, functions as a multi-functional activity
room and a training room. In normal times, workers can come here for
reading, learning, and making friends. This year, more cultural activities
like listening to music, singing, performing drama, and reading books
have been included to display the life of women workers as a group. The
Centre is favored by many women workers; since its opening, it has
accepted 140 members and served for 1,118 person-times. Women
workers are very enthusiastic about taking part in the activities held by the
new Centre, which is still in its infancy.

As many women workers have to work long hours and could not
participate in the Centre, we have to reconsider our organization work in
order to reach them at the dormitories. Building up a solid dormitory
organizing network becomes one of urgent needs with the aims of offer-
ing networking, training, and activities to women workers in the dormi-
tories, and helping them form mutual aid groups among themselves in
their dormitories.

Organizational and educational work is developed in the dorm area –
primarily among women workers – to promote awareness of labor rights,
occupational health and safety, and feminist consciousness. Thus far, we
have built up eight dormitory networks. Since dormitory organizing is
often carried out in late hours around 11:00 p.m., in order to get in touch
with the women workers who have to work overtime at night. Each time
the organizers have to divide into small groups with one or two workers
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working at the visited factories, and this enables the workers to bring the
organizers into their factory dormitories. Our method of organizing is
diversified. In one factory we usually divide workers into different groups:
those who have just come to Shenzhen; those who have worked for half a
year; those who enjoy particular recreational programs, and so on.
According to their need we have designed different talks and sharing pro-
grams. For those who have just come to Shenzhen but work in different
factories, we have compiled information on how to get used to the
working life in Shenzhen as well as an introduction to the minimum wage
in Shenzhen. We also encourage the workers to visit each other and
expand their social networks.

For those who already have some social relations in Shenzhen, the
organizers would start sharing some experience on how to improve their
working conditions. Over the years, there are dormitory network groups
which organize women workers and initiate them to communicate their
requirements regarding salaries and facilities to the management person-
nel. In one factory, for example, by signing together, 500 women workers
succeeded in asking for an increase in their basic salary and overtime fee,
thereby improving working conditions. They also asked for a one-room-
one-telephone plan after the factory agreed to install telephones. Further-
more, we also established libraries in four factories and trained volunteers
to assist in management. In order to cope with women workers’ working
time, we have tried to hold trainings in their dorms from time to time.

Mobile van project – the Women Health Express

With the launch of the mobile van project, the Women Health Express,
CWWN has attempted to further apply the community-based organizing
model in the industrial towns of Pearl River Delta. Three industrial areas –
Baocheng, Xixiang, and Fujong – were identified as suitable places for car-
rying out the mobile van project. The WHE parks at specific spots every
Tuesday, Thursday, and Sunday from 5:00 to 10:30 p.m.

During each visit, the van uses exhibition boards, distributes handbills,
and sets up a facility for broadcasting group discussions on issues of inter-
est to women workers. Usually, a single topic will be chosen for each
session. We have designed handbills on 14 topics and 60 exhibition
boards. New leaflets and exhibition boards on topics such as workplace
injury, occupational disease, how to handle labor disputes cases, and
sexual health will be produced.

There is a book corner (mini library) on the van, with more than 300
copies of books and magazines available for borrowing. This serves as a
good resource to enrich women workers’ cultural life.

Advice and counseling on labor law issues are offered to women
workers in different contexts to assist them in analyzing and resolving
problems they are facing. Law students from area law schools, supervised
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by their faculty, travel great distances to help in this program. We also link
up the women workers in need of assistance to the women workers who
have overcome similar problems, so that the latter can help the former.

Building up a pool of active and enthusiastic women workers as volun-
teers for the mobile van is also one of the major purposes. Apart from pro-
viding them with a platform for serving other women workers and
promoting the van project, this activity also enables women workers from
different factories and areas to get to know and support each other. The
most active volunteers will be trained as local organizers.

In order to promote women workers’ awareness, knowledge, and
ability, group discussions are also arranged. The topics include public
speaking and communication skills, procedures for conducting simple
physical examinations for women, sharing of volunteer experiences, and
so on. This primarily targets volunteers, along with active members who
have been continuing to borrow books from the van’s library for a long
period. The group activity usually lasts for 30–60 minutes each time
during the service time slots. Women workers seldom take initiative to
deal with the problems they encounter, as most were taught to be passive
and obedient. The group discussions will help them build up confidence
and learn how to present their own ideas, as well as to gain new know-
ledge on relevant topics.

Social gatherings for volunteers from different service spots are often
held on public holidays. Cultural performances, games, competitions, and
group discussions are held for the sake of networking the volunteers from
different districts and to enrich their social and cultural lives.

The concerned group for Chinese injured workers

Based on the van project, we have trained a team of local organizers in
China to help promote the self-organizing of injured workers and advo-
cate public awareness on occupational injuries and diseases in China.
Localization is an important agenda for the implementation of this
project. We are prepared to learn from the organizing experiences of
Hong Kong, Taiwan, and other countries. In the process of localization,
we have also networked with many local agents to help support the work
of the mobile van. All these localized networks and staff make up the
important groundwork for the future development of occupational health
and safety rights in China. After providing projects in China for migrant
women workers for nearly ten years, our hope is to ensure the empower-
ment of all migrant workers so that they can work in a healthy, safe, and
dignified environment.

Intensive training on legal knowledge and labor organizing has been
provided to a group of 12 injured workers in the year 2003–2004, and we
finally formed a Concerned Group for Injured Workers by the workers
themselves in November 2004. This group makes regular visits to hospitals
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in the three industrial towns where injured workers with broken arms or
deformed bodies are admitted. Most of the workers were neither
informed, nor educated about the potential hazards in their working
environment, nor aware of the legal rights protection and the entitled
compensations. In this regard, with the setting up of this Concerned
Group, we hope to ensure the empowerment of migrant workers of their
basic labor rights, as well as advocate better occupational health and safety
education and protections in China.

The community Occupational Health Education Centre

The Occupational Health Education Centre (OHEC), a project jointly
organized with Bao’an Health Department, was set up in September 2004.
This Centre strongly believes that education is the best way to prevent
occupational diseases and industrial accidents. Our frontline staff oper-
ates hot-line consultation services, produces education kits, provides
information on occupational health risk assessment, and organizes partici-
patory training workshops for workers at plant level. The goal is to build a
training and advocacy center for occupational safety and health in China.

Since there is limited manpower in OHEC, the office time has to be set
from afternoon to evening, Sunday to Thursday. Services and activities
involve the OSH (Occupation Safety and Health) library, activity room
(with a television), consultation, developing support group for fellow
workers based on factory, visiting patients, training volunteers, holding
Cantonese and English classes (with volunteer tutors), and lending out
exercise and recreational equipments. The library is open everyday from
afternoon to evening and watched by a volunteer.

So far, the OHEC has developed 31 volunteers, of whom 27 were
patients of occupational disease and of whom 14 are still in the hospital.
Intensive trainings for volunteers have been held. Main subjects include
occupational poisoning and its prevention, labor rights and interests,
industry injury rights and interests, current situation of labors in Asian
countries, self-recognition, and growth. Through such sets of trainings,
volunteers cultivate the capacity for spreading knowledge about OSH as
well as labor and industry injury rights and interests among their fellow
workers. They also cultivate the capacity for doing duty work, as well as
assisting in daily management of OHEC.

In 2005, the Centre took a step forward by setting up a specialized unit
of legal support for migrant workers. This unit equips migrant workers
with systematic legal knowledge such as protection of labor rights, com-
pensation for injured workers and social securities as stipulated in the
Labor Law. Our staff compile relevant policy materials and creates user-
friendly training manuals. Audio-visual aids are also employed for educa-
tional purposes.
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Conclusion

The Chinese Working Women Network (CWWN) is a Hong Kong NGO
that has pioneered labor rights advocacy and empowerment for women
migrants in Guangdong Province, China, since 1996. It was built from
scratch by two members of the staff who experienced labor activists in
Hong Kong. We now have three Hong Kong facilitators stationed in Shen-
zhen and Guangzhou, and ten mainland organizers, all of whom were pre-
viously migrant women workers.

As China has become integrated into the global economy, Guangdong
Province has rapidly become a “world workshop,” providing a huge pool
of cheap migrant labor for facilitating global production. More than
120 million peasant-workers have been laboring in the production chains
spawned by these TNCs – either in factory owned or joint-ventured by big
brand-name American and European companies, or in sweatshops run by
their Chinese production contractors and subcontractors. As countless
workers are being drawn into this new private industry, old institutions
and practices that allowed some measure of industrial democracy in the
socialist context have proven ineffectual. New labor laws are not enforced.

In the new post-socialist China, there is little room for grassroots
workers’ voices or women’s empowerment. In spite of new labor laws,
government rhetoric about women’s rights, and the increase in trans-
national “codes of conduct,” we must report that precarious employment
in China still prevails.

However, the young migrant workers who face industrial abuse, injury,
and death in the Pearl River Delta are beginning to empower themselves
and invoke the rights granted to them on paper by the until-now largely
ornamental labor and gender equality laws of China. This trend may
prove to be an epochal step toward building civil society and people’s
voice in mainland China. CWWN’s work is aimed at just this target –
empowering the grassroots to create demand for workers’ rights, particu-
larly among migrant women workers.

Yet, this new rights conscious that is being fostered by CWWN is devel-
oping against a backdrop of abuses and hidden costs created by the hastily
developed and over-determined global factory chain. With “race to
bottom” transnational production strategies adopted by TNCs, labor rela-
tions in China are difficult to improve without proper resources and
effective strategies.

All in all, CWWN serves an alternative community labor organizing
model, outside of trade union system, to fight for labor rights in the
export-processing zones of China. It targets at foreign-invested and private
companies which rely extensively on the use of internal migrant workers
whose basic civil rights and labor rights are seriously violated. In addition
to building labor networks through the centre-based organizing and the
mobile van project, we also encourage cultural projects to facilitate the
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migrant workers as a collective to fight for their labor and feminist rights
and strengthen workers’ solidarity. A Chinese magazine Voices of Dagongmei
(women workers) is regularly published. A collection of oral stories of
migrant women workers is also being compiled to engender common and
collective working experience and class consciousness.

“What is the weapon of the weak?” Migrant workers as a collective
agent, transcending differences in localities, ethnic origins, gender, age,
work positions, and the like, are still capable of empowerment. There is a
wide array of strategies and diverse forms of labor organizing which can
be distinguished from the conventional trade union organizing model.

Notes
1 See China Statistical Yearbook, 2003.
2 The migrant workers who tend to float from one location to another have

moved, either in the short term or in the long term, away from their registered
place of residence and have done so without a corresponding transfer of hukou
(the official household registration).

3 Shenzhen Jingji Tequ Laowugong Tiaoli [Regulations on Labor Conditions in the
Shenzhen Special Economic Zone] (1993) defines laowugong (temporary hired
labor) as those who work in Shenzhen without local permanent residential
household status (Article 2). Hong Kong, Macau, and Taiwan citizens, as well as
foreign nationals, working in the Shenzhen SEZ are not governed by the regula-
tions (Article 53).

4 Yang Cheng Wanbao, quoted from Apple Daily, 22 January 2005.
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6 Waste picker cooperatives in
developing countries

Martin Medina

Introduction

Cities in the developing world face two major problems in managing their
municipal solid wastes (MSW): insufficient collection and inappropriate dis-
posal. Despite spending 20–50 percent of municipal revenues on the man-
agement of MSW, Third World cities collect only a fraction – in many cases
less than 50 percent – of MSW generated. Disposal is commonly done by
open dumping, often in environmentally sensitive locations such as wet-
lands and riverbanks.1 Insufficient collection and inadequate disposal of
MSW constitute a source of pollution and pose significant risks to human
health and the environment. Due to continuing population growth, urban-
ization, industrialization, and higher consumption levels, the management
of MSW in developing countries is likely to worsen. According to a 2003 UN
Habitat report, nearly one billion people live in slums worldwide.2 If present
trends continue, two billion people could be living in slums by 2030. The
need for MSW collection in slums in the future, therefore, is likely to put
additional strain on cities already unable to serve their current residents.

This chapter analyzes the recycling activities carried out by waste picker
cooperatives in developing countries, mostly in Asia and Latin America.
The chapter argues that waste picker cooperatives can increase the
income of their members, improve their working and living conditions,
promote grassroots development, and help improve the management of
solid wastes.

Scavenging and appropriate waste management technology

Solutions commonly proposed to the problems of MSW in Third World
cities are often centralized, bureaucratic, capital intensive, focused on dis-
posal, and ignore the potential contribution of the informal recycling
sector. Industrialized and developing countries differ markedly in terms of
income, standard of living, unemployment, consumption patterns, capital
available, and institutional capacity. Conventional solutions fail to con-
sider these differences, resulting in less than optimum outcomes.



Experience with the use of compactor trucks, incinerators, material
resource facilities (mechanized plants that recover recyclables), and auto-
mated composting plants in the Third World has been mostly negative.
Despite largely negative experience, over 90 percent of the loans offered
by the World Bank for improving the management of MSW in developing
countries between 1974 and 1988 were used primarily for purchasing com-
pactor trucks commonly used in the Western world.3

The transfer of waste management technology from the developed
countries to the developing world is expensive and largely inappropriate
for the Third World. Consequently, a new approach is necessary. It can be
argued that low-income communities need a radically different approach
to the solutions of the developed world: affordable solutions that create
jobs, protect the environment, promote community participation, encour-
age and support the entrepreneurial spirit in the community, and con-
sider the contribution that informal waste pickers can make both to
sanitation and to gross domestic product (GDP). Community-based waste
management systems take advantage of the creativity and entrepreneurial
abilities of individuals who are familiar with their communities. Commun-
ity-based systems promote investment in locally made collection vehicles
and equipment, which are tailored to meet the needs of local conditions.
By using locally produced equipment, municipalities do not need foreign
currency to acquire imported equipment, which is usually more expen-
sive. Additionally, repair of locally made equipment tends to be easier and
cheaper than repairing foreign equipment, because spare parts are readily
available. These systems tend to rely on the resources that exist in their
communities. Waste pickers can play an important role in community-
based waste management systems.4,5

Current situation of waste pickers in developing countries

Recycling of MSW in developing countries relies largely on the informal
recovery of materials by waste pickers. In cities in developing countries, up
to 2 percent of the population survives by scavenging. Waste pickers
recover materials to sell for reuse or recycling, as well as for their own con-
sumption.6,7

Most studies report that waste pickers constitute the disadvantaged and
vulnerable segments of the population. Due to their daily contact with
garbage, waste pickers are commonly associated with dirt, disease, and
squalor. They are often perceived as a nuisance, a symbol of backward-
ness, and even as criminals. They survive in a hostile physical and social
environment. Scavenging often poses high health risks to the individuals
engaged in it. According to a study, waste pickers of Mexico City dumpsite
have a life expectancy of 39 years, while the life expectancy of the general
population is 67 years.8 Another study, conducted in Port Said, Egypt,
found that the waste picker community had an infant mortality of one-
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third (one death of an infant under one year out of every three live
births), several times higher than the rate for the region as a whole.9 The
prevalence of enteric and parasitic diseases was also higher in the waste
picker community than in the region. In Cairo, one in four babies born in
the waste picker communities dies before reaching the age of one.10

In Manila, more than 35 diseases have been identified in waste picker
communities and areas that lack refuse collection and sanitation, includ-
ing diarrhea, typhoid fever, cholera, dysentery, tuberculosis, anthrax,
poliomyelitis, skin disorders, pneumonia, and malaria. The health effects
of scavenging on waste pickers deserve careful study. However, serious
investigations on this topic are scarce.11

Waste pickers’ low incomes are often a result of the low prices paid by
middlemen. In many cases, middlemen grossly exploit waste pickers. For
example, middlemen pay waste pickers in some Colombian, Indian, and
Mexican cities as little as 5 percent of the price the middlemen receive for
recyclables, see Table 6.1. Thus, opportunities exist for the improvement
of living and working conditions of wastepickers by circumventing the
middlemen.12,13

Scavenging patterns

The recovery of materials by waste pickers in developing countries takes
place in a wide variety of settings and can be classified accordingly, as follows:

• Source separation at the household or place generating waste mater-
ials: items are reused, sold or given away.14,15

• Collection crews sort recyclables while on their collection routes.
Open collection vehicles, in particular, offer easy access for the recov-
ery of recyclables from collected mixed wastes. 16,17

• Informal collectors retrieve recyclables prior to the disposal of the
refuse they pick up.18,19

• Itinerant buyers purchase source-separated recyclables from
residents.20,21
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Table 6.1 Prices paid for corrugated cardboard along the recovery route

Country Currency Price per ton at which

Waste picker Small merchant Large merchant 
sells to small sells to large sells to 
merchant merchant industries

India Rupees 100–200 900 1800
Colombia Pesos (Colombian) 1000 3000 5500
Mexico Pesos (Mexican) 900 1100 4000

Source: Holmes, J. 1984.



• Waste pickers retrieve materials at the communal storage sites, as well
as from commercial and residential containers placed curbside.22

• On the streets or public spaces, picking up litter.23

• In vacant lots where garbage is dumped as well as in illegal dumps.24,25

• In canals and rivers that cross urban areas carrying materials dumped
upstream.26

• At composting plants.27

• At municipal open dumps.28,29

• At landfills.30

Economic and environmental impact of scavenging
activities

Waste pickers are usually perceived as being among the poorest of the
poor, and scavenging is considered a marginal activity. Waste pickers tend
to have low incomes, but they can obtain decent earnings when they are
not exploited by middlemen. The second common perception, which sees
scavenging as a marginal activity, is often wrong.

A thorough analysis of the linkages between scavenging and the formal
sector has been conducted elsewhere, where it was demonstrated that, for
its entire existence, the Mexican paper industry has had backward vertical
integration with rag and waste paper collectors. Scavengers, therefore,
have never operated in the margins of the Mexican economy.31

Despite the lack of data at the national level, various studies have high-
lighted the economic importance of scavenging activities. In Bangkok,
Jakarta, Kanpur, Karachi, and Manila, scavenging saves each city at least
US$23 million per year in terms of lower imports of raw materials, and
reduced need for collection, transport and disposal equipment, person-
nel, and facilities. Indonesian waste pickers reduce by one-third the
amount of garbage that needs to be collected, transported, and disposed
of. In Nuevo Laredo, Mexico, the economic impact of scavenging activities
amounted to nearly half a million dollars per month. Waste pickers at the
Beijing dump earn three times the monthly salary of university professors.
Clearly, scavenging can be a profitable activity when waste pickers are
organized and authorities sanction – or at least tolerate – their activities.
Scavenging also renders significant environmental benefits: recycling
materials saves energy, water and generates less pollution than obtaining
virgin materials, see Table 6.2. Further, scavenging reduces the amount of
wastes that need to be collected, transported and disposed of, lessening
air pollution from fewer dump trucks, and extending the life of dumps
and landfills.32,33 As a result, a strong case can be made that authorities
should be supportive of scavengers. However, often public officials con-
sider scavenging to be a problem to be eliminated.
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Public policy toward waste pickers

Public policy toward waste pickers in developing countries is often based
on the perceptions previously referred to, as well as on the need to mini-
mize the risks to human health and the environment from the handling
and disposal of solid wastes. Authorities in developing countries display a
wide variety of policies that deal with waste pickers, which can be classified
into the following.

Repression

The dominant and prevailing view of scavenging sees it as inhumane, a
symbol of backwardness, and a source of embarrassment and shame for
the city and/or country. Thus, scavenging is illegal and punishable by law
in many Third World cities. Restrictions and a hostile attitude toward
waste pickers typify repressive policies.

Neglect

In other cases, authorities simply ignore waste pickers and their opera-
tions, leaving them alone, without prosecuting or helping them.34–36

Collusion

Government officials sometimes develop relationships of exploitation and
of mutual profit and mutual assistance with waste pickers; that is, relation-
ships of political clientelism. Mexico City illustrates a situation of collusion
between authorities and waste pickers’ leaders. Over the last five decades, a
complex structure has developed, involving legal and illegal relationships
between waste pickers at the dump, the local bosses known as “caciques”,
street sweepers, refuse collectors, middlemen, industry, and local authori-
ties. Some of the illegal relationships include the payment of bribes to
government officials by the caciques for ignoring the caciques’ abuse of
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Table 6.2 Environmental benefits from substituting secondary materials for virgin
resources (%)

Environmental benefit Aluminum Steel Paper Glass

Reduction of energy use 90–97 47–74 23–74 4–32
Reduction of air pollution 95 85 74 20
Reduction of water pollution 97 76 35 –
Reduction of mining wastes – 97 – 80
Reduction of water use – 40 58 50

Source: Cowles, R., 1986, “Source Separation and Citizen Recycling,” in W. Robinson, ed. The
Solid Waste Handbook. New York: Wiley.



power; the tips that refuse collectors demand from small industries and
some households to pick up their waste, and the “sale” of refuse collection
routes in wealthy neighborhoods. The caciques had close ties with govern-
ment officials and the PRI (until recently Mexico’s long-time ruling party),
and the most powerful waste picker boss became deputy representative in
the Mexican Congress in the mid-1980s. Waste pickers disguised them-
selves as peasants and workers in official parades and during PRI and pro-
government rallies, and beat up anti-government demonstrators. Thus, the
Mexican government got bribes and political support from waste pickers,
and waste pickers obtained legitimacy and stability in their operations.37

Stimulation

The failure of sophisticated waste management technology in developing
countries, as well as environmental awareness, has affected a change of
policies toward waste pickers. Recognizing the economic, social, and
environmental benefits of scavenging, governments are changing their
previous attitude of opposition, indifference or tolerance, to one of active
support. Supportive policies range from legalizing scavenging activities,
encouraging the formation of waste picker cooperatives (in Indonesia,
Brazil, and Argentina), awarding contracts for collection of mixed wastes
and/or recyclables (in some Colombian towns), to the forming of
public–private partnerships between local authorities and waste pickers
(in some Brazilian cities).38

Should scavenging be supported?

In many cases policies strive for the elimination of scavenging by enacting
bans and by trying to find alternate employment for the waste pickers.
Supporting scavenging, particularly the formation of waste picker cooper-
atives, can result in grassroots development, poverty alleviation, and
environmental protection. Repressive, neglectful or collusive policies
often have a deleterious impact on waste pickers’ working and living con-
ditions. Scavenging in developing countries is caused by chronic poverty,
high unemployment, industrial demand for recyclables, and by the lack of
a safety net for the poor. None of these factors is likely to disappear in the
foreseeable future and scavenging is likely to continue to exist.39

Efforts to eliminate scavenging and to encourage waste pickers to
engage in other occupations usually fail. Many waste pickers enjoy their
occupation because of the money they earn, they do not have a boss, and
they have a high degree of flexibility in their working hours. Furthermore,
many waste pickers would be unable to find a formal sector job, due to
their low educational level, their young or advanced age – many children
and older individuals survive by scavenging – and to the difficulty for
mothers to perform a paid activity while taking care of their children.
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Even if some waste pickers get a different source of income, other poor
individuals are likely to replace them, given the widespread poverty and
unemployment prevalent in developing countries.40

Solid waste management plans and development efforts aimed at
eliminating scavenging often worsen waste pickers’ standard of living. In
Bogota, for example, dumpsite scavenging was common until the late
1980s. After the construction of a sanitary landfill, scavenging was prohib-
ited there. Considered as a success by some, the landfill scavenging ban
had a negative impact on waste pickers. It forced them into the streets,
where they were forced to contend with the traffic, steer a heavy pushcart,
and walk long distances. They had to invest in acquiring pushcarts or
horse carts to transport materials; some of them were forced to go into
debt in order to purchase a pushcart. Street scavenging requires walking
up to eight kilometers a day and sometimes forces wastepickers to sleep
on the streets, until they get an acceptable amount of recyclables to sell,
before returning to their homes. Since they spend a considerable amount
of time walking, their productivity is lower than that of dumpsite waste
pickers, and thus the landfill ban lowered their income. Street scavengers
also reported being assaulted by street gangs and persecuted by police. In
short, the landfill ban had a serious negative impact on waste pickers’
income and standard of living. Similar experiences have been observed in
other Asian and Latin American cities.41,42

Scavenging tends to persist despite efforts to eradicate it. Therefore, a
more humane and socially desirable response would help waste pickers
achieve a better existence. Supporting waste pickers’ efforts to organize
themselves, to obtain higher incomes, and to improve their working and
living conditions can also make economic and environmental sense.

Formation of waste picker cooperatives

Industries that consume recyclables encourage and support the existence
of middlemen between the companies and scavengers in order to assure
an adequate volume and quality of the materials. Thus, opportunities arise
for the exploitation and/or political control of the waste pickers, since
they must sell their pickings to a middleman, who in turn sells to industry.
Industry demands a minimum quantity from their suppliers and will not
buy materials from individual waste pickers. Additionally, industry usually
demands that the materials be clean, baled, crushed, and sorted, process-
ing that the middlemen carry out.

Most Third World waste pickers are poor, given their low incomes and
purchasing ability, and their substandard living conditions. Waste pickers
are poor largely because of the low prices middlemen pay for the mater-
ials they gather. Middlemen usually sell the materials at a high mark up as
Table 6.1 illustrates. They often operate in monopsonistic markets
(markets where there is only one buyer).
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The formation of waste picker cooperatives attempts to circumvent the
middlemen and thus pay higher prices to its members. Higher prices, in
turn, translate into a higher income and a better standard of living for the
waste pickers. Waste pickers can organize themselves in cooperatives in
order to bypass the middlemen and break the “vicious circle of poverty.”
Efforts to promote the creation of waste picker co-ops are common in Asia
and Latin America.43

Successful waste picker cooperatives in Latin America

Colombia

Colombian waste pickers organized the first national scavenger coopera-
tive movement in the world. The Fundación Social, a non-governmental
organization (NGO), assisted waste pickers in the formation of coopera-
tives between 1986 and 2000. Faced with the loss of their livelihoods due
to the construction of a new sanitary landfill in the city of Manizales, the
foundation helped 150 displaced families to form a cooperative. This
effort was successful, and encouraged the foundation to assist waste
pickers in other cities also to create cooperatives. In 1991, the Fundación
Social launched its National Recycling Program, which soon grew to
include over 100 waste picker co-ops throughout the country.44,45

The foundation awarded grants, loans for specific projects, and pro-
vided the co-ops with legal, administrative, and business assistance, as well
as free consulting services. In 1998, the foundation donated and made
available loans to the co-ops for over US$800,000. With the foundation’s
support, waste pickers created a national, regional, and local associations
of cooperatives. The Bogota Association of Recyclers, for example, repre-
sents 24 cooperatives with 4500 members. The National Association of
Recyclers provides assistance to any group interested in creating a co-op.
The major goals of the association are raising awareness of their problems
and how their work benefits society, as well as improving the working and
living conditions of Colombian scavengers.46

The co-ops represent a wide variety of working conditions: some use
pushcarts to transport materials, while others use horse carts or pick up
trucks. Some co-ops, such as the Co-operativa Reciclar in Cartagena, recover
materials at the local dumps. Others follow established routes along city
streets, retrieving items from containers placed at the curbside or from
materials littered in public places. Still other co-ops take part in source
separation programs, collecting recyclables from households, offices, com-
mercial establishments, and small industries, sometimes under formal
contracts.47

Cooperatives created regional marketing associations, which allow
them to sell recyclables at higher prices. Co-op members report a higher
standard of living, as well as improvements in empowerment, self-esteem,
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and self-reliance compared to when they worked individually. Colombian
waste pickers recover and sell over 300,000 tons of recyclables each year,
mostly paper, glass, scrap metals, plastics, and organics.48,49

There are also ten independent cooperatives. Cooperativa Recuperar,
based in Medellin, is one of the most successful co-ops in Colombia and
Latin America. It has over 1000 members, 60 percent of them women.
They earn 1.5 times the minimum wage and are affiliated to the Colom-
bian system of socialized medicine. Members can receive loans and schol-
arships from the co-ops, and can have life insurance and accident
insurance. Recuperar carries out three types of activities. It offers solid
waste services, such as collection of wastes and of source-separated
recyclables. The co-op signed a contract with the city of Guarne for col-
lecting, transporting, and disposing of the wastes generated in the town.
In 1996, Recuperar earned 30 million Colombian pesos and the contract
saved the city five million pesos (approximately US$30,000 and 5000,
respectively). The co-op operates a materials recovery facility, which recov-
ered 5000 tons of recyclables in 1998. Second, Recuperar provides cleaning
and gardening services to the local bus terminal, private companies,
public spaces, local fairs, and conventions. Third, the co-op offers its
members as temporary workers that can be hired by public or private
organizations to perform various activities.50,51

Brazil

The most dynamic waste picker cooperative movement in the world today
exists in Brazil. Brazilian waste pickers, popularly known as “catadores de
lixo,” have formed cooperatives in many cities. In Rio de Janeiro alone, 14
co-ops exist with 2500 members. And in Porto Alegre, waste pickers were
incorporated into the city’s curbside recycling program, reducing overall
costs, and serving 79 percent of the city’s 1.1 million residents. Coopa-
mare, one of the most successful waste picker co-ops in Brazil, collects 100
tons of recyclables a month, half of what the recycling program operated
by the government in São Paulo collects, and at a lower collection cost.
Coopamare members earn US$300 per month, twice the minimum wage
in Brazil. By comparison, half of the country’s labor force earn less than
US$150 a month.52

CEMPRE (Compromisso Empresarial para Reciclagem), an industry
association, has prepared an educational kit for waste pickers and NGOs
to help them in the creation of waste picker co-ops. CEMPRE publishes a
monthly newsletter and manages a data bank on solid waste management,
as well as a scrap broker hotline that answers questions about recycling.
CEMPRE’s success has encouraged efforts to create similar programs in
Argentina, Costa Rica, Mexico, and Uruguay.53

Waste pickers created a national organization, the Movimento Nacional
dos Catadores de Materiais Recicláveis, with nearly 500 cooperatives and
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60,000 individual members. They also have regional associations.
The largest and one of the most active is the Federação das Associações dos
Recicladores de Resíduos Sólidos do Rio Grande do Sul (FARRGS) with 52 coop-
eratives. The Brazilian Ministry of Environment’s National Fund for the
Environment actively support cooperatives and provides funding for
buildings and equipment for waste picker cooperatives.54

Argentina

Even though scavenging has existed in Argentina for over 100 years, in
recent years the number of scavengers have increased significantly. The
country’s 2002 economic crisis caused massive unemployment. The unem-
ployed had few alternatives to make a living. One of those alternatives was
scavenging. Consequently, a large number of waste pickers, locally known
as cartoneros, can be seen on the streets of many cities. In Buenos Aires
alone, the number of cartoneros has been estimated at 25,000 and the
number of people dependent on these activities at 100,000.55

The currency devaluation of 2002 made imports – including raw materials
– prohibitively expensive. Factories preferred to buy inexpensive waste
materials recovered by cartoneros. Thus, the economic crisis and unemploy-
ment forced people to scavenge, while at the same time provided local man-
ufacturers with a powerful economic incentive for switching to recovered
materials. There are currently over 14 cartonero cooperatives in Buenos Aires.
Cooperativa El Ceibo, located in the capital’s residential area of Palermo, has
received the most attention. The co-op has 102 members, most of them
women. They have signed an agreement with the city government to provide
services to an area covering 93 city blocks. Co-op members collect recyclables
separated by participating residents at their homes. Therefore, the materials
are relatively clean and the risks to their health are minimized. Further,
source separated materials also command a higher price.56

The city of Buenos Aires enacted a law in 2002 legalizing scavenging,
recognizing the work of scavengers, and supporting their activities.57

Mexico

The Sociedad Cooperativa de Seleccionadores de Materiales (SOCOSEMA) that
operates in Juarez, on the US–Mexico border across from El Paso, Texas,
constitutes one of the most successful waste picker co-ops in Mexico.
Today, waste picker cooperative members recover nearly 5 percent of the
wastes arriving at the municipal dump: 150 tons of paper, cardboard,
glass, rubber, plastics, animal bones, organic material, and metals per day.
Until 1975, before the co-op was created, a middleman had a concession
to recover the recyclables at the dump, operating in monopsonistic
markets, paid low prices for the materials recovered by waste pickers, and,
as a result, waste pickers had very low incomes.
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In 1975, with the support of the local Mayor and an academic, a coop-
erative was formed that bypassed the middleman. The impact of the cre-
ation of SOCOSEMA was impressive: within a few months after its
creation, the incomes of cooperative members increased tenfold. The co-
op also receives donations of recyclable materials – largely paper and
scrap metal – from the border assembly plants popularly known as
“maquiladoras.” SOCOSEMA members provide cleaning services to these
plants as well for a fee. Co-op members now enjoy higher incomes,
participate in training courses and formal education programs sponsored
by the co-op, have access to health care and to legal protection.
SOCOSEMA has developed good relations with industry, despite initial
reluctance to do business with the co-op. Industrial demand for
recyclables in Mexico is strong, and the co-op often buys materials from
independent waste pickers in order to satisfy the demand.58

Over the last few years, the creation of waste picker cooperatives has
gained momentum in the region and co-ops have been created in
Venezuela, Peru, Ecuador, Guatemala, and Costa Rica.59

Successful waste picker co-ops in Asia

Philippines

The formation of waste picker co-ops also has gained impetus in Asia over
the last few years. In Manila, the group Women’s Balikatan Movement
created the Linis Ganda program. In this program, each waste picker –
called “Eco aide” – has a fixed route in which he or she purchases source-
separated recyclables at households and schools. Eco aides wear green
uniforms and use green pushcarts or bicycles. At present, the program
includes 897 middlemen organized in 17 cooperatives and approximately
1500 Eco aides. Waste pickers affiliated with the program recover 4000
tons of recyclable materials per month. The typical waste picker earns
from US$5 to $20 per day, depending on the income level of the
community where the Eco aide works. The co-ops can obtain low-interest
and collateral-free loans from the Philippine Department of Trade and
Industry and from the Land Bank. Linis Ganda plans to start composting
operations and biogas recovery from market and slaughterhouse wastes in
the near future.60,61

India

In Chennai (formerly Madras), EXNORA, an NGO, created a waste collec-
tion program in low-income neighborhoods. The program formalized
scavenging activities in those areas. Waste pickers were incorporated as
waste collectors, or “street beautifiers.” Communities obtain loans to pur-
chase tricycle carts to be used as refuse collection vehicles by the street
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beautifiers. Prior to disposal, the street beautifiers recover the recyclables
contained in the collected wastes. Residents pay US$0.30 per month for
having their refuse collected. Pick up fees are used to pay back the loans
and to pay the street beautifiers’ salaries. Today in Chennai, about 900
collection units involving waste pickers exist in slums, as well as in middle-
and upper-income neighborhoods. The program has improved public
perception of waste picker activities, raised their earnings, reduced litter-
ing, increased refuse collection, and contributed to a cleaner urban
environment. In the city of Pune, approximately 6000 “rag pickers”
formed a cooperative, which in 1995 recycled 25 percent of the waste
generated by the city’s one million residents.62 In 2005, SWACHH, the
Alliance of Waste pickers in India, was created in order to bring together
Indian waste pickers and work to improve their working and living
conditions.63

Indonesia

Unlike the previous cases that involve industry and NGOs, Indonesia has
enacted national legislation in support of waste pickers. In 1992, the then
president Suharto declared that waste pickers were beneficial to the
country’s economy and environment. Now the central government sup-
ports the formation of cooperatives of dumpsite and street waste pickers.
Private banks have granted loans to waste picker co-ops, and the national
government has imposed a duty on imported waste materials, in an effort
to encourage the use of recycled materials and increase waste pickers’
income.64

Lessons learned

How cooperatives work

Scavenger cooperatives must comply with all applicable laws. Many coun-
tries have regulations that apply specifically to cooperatives that are differ-
ent from business regulations. Regulations vary from country to country,
but they usually stipulate the required number of members, a minimum
working capital, and governance. Cooperatives are commonly seen as a
way for individuals to get ahead collectively, to accomplish goals that
would be hard to achieve individually. Cooperatives are based on the prin-
ciples of self-reliance, empowerment, active participation, equality, and
democratic governance. These principles are particularly important for
waste pickers, given their traditional low status and marginalization by
society. However, waste picker cooperatives face both internal and exter-
nal threats to their existence and success. Internally, their own low educa-
tional level, lack of business expertise, cheating and unscrupulous leaders
can undermine and ultimately cause the demise of cooperatives. External
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threats include retaliation from middlemen, industry’s reluctance to do
business with them, and most importantly, opposition from the author-
ities, as well as unsupportive public policies.

External support needed

Given the many threats scavenger co-ops have to cope with, external assis-
tance is crucial. In many countries, NGOs have played a critical role assist-
ing in the formation and operation of waste picker cooperatives. Their
energy, creativity and familiarity with the local conditions allow NGOs to
develop initiatives that have a good chance of succeeding. They can help
co-ops obtain loans and grants, or furnish the credit themselves. NGOs
also provide essential technical, business and legal assistance to the co-ops.

Newly constituted co-ops are particularly vulnerable, considering that
they may have to deal with opposition from the middlemen being dis-
placed. Industry may be reluctant to have their usual supply channels dis-
rupted. And the authorities may covertly hinder the efforts to create a new
waste picker co-op if a patron–client relationship exists between particular
government officials and the waste pickers.

Timing in the formation of a cooperative

The timing in which a co-op is formed can contribute to its success. A
window of opportunity appears during changes of administration, particu-
larly at the local level. A new Mayor, especially a member of a different
political party than his/her predecessor, may be more inclined to support
a recently formed waste picker co-op in order to demonstrate his/her
commitment to the poor and in favor of change. Such an action could
improve the Mayor’s image, while scoring political points. A mass media
campaign, showing the waste pickers’ plight, their harsh working and
living conditions, as well as the benefits the community receives from their
work, may increase public support. Further, a grassroots information cam-
paign can also be conducted among community leaders, schools, and
neighborhood associations. This approach has been successful in several
Colombian cities.

Threats and opportunities posed by privatization programs

Many cities have privatized, or are in the process of privatizing municipal
solid waste management (MSWM) services. This presents both risks and
opportunities for waste pickers. Private companies usually do not allow
scavenging activities in the dumps/landfills they operate. As sanitary land-
fills replace open dumps, waste pickers are forced to collect materials on
the streets instead. As previously discussed, this can have serious negative
impacts on their earnings and standard of living.
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However, privatization can provide opportunities for waste picker co-
ops. The co-ops can provide services such as collection of mixed
wastes/recyclables, street sweeping, composting, and recycling plants.
Incorporating waste pickers into formal MSWM programs and awarding
contracts to waste picker cooperatives can save cities money while provid-
ing a steady income to waste pickers.

Conclusions

Scavenging represents an important survival strategy for hundreds of
thousands of poor individuals in developing countries. Scavenging occurs
in quite different socio-economic, cultural, and religious settings through-
out the developing world, but distinct patterns do exist. Waste pickers are
usually poor immigrants from rural areas. The recovery of materials takes
place in a wide variety of conditions, from open dumps to garbage floating
in canals and rivers. Waste pickers respond to market demand and not to
environmental considerations. The underlying factors that cause people
to become waste pickers are the poverty resulting form underdevelop-
ment, the inability or unwillingness of individuals to obtain other forms of
employment, as well as industrial demand for inexpensive raw materials.

Authorities, development banks, and bilateral development agencies
usually do not recognize the social, economic, and environmental benefits
of scavenging. Consequently, scavenging is often ignored when designing
solid waste management (SWM) policies and plans. Alternatively, when
scavenging is considered in SWM plans, one of the objectives is usually its
elimination. As long as poverty and industrial demand for materials
persist, scavenging is likely to continue to exist. Official efforts to eradicate
scavenging have not succeeded and have caused further deterioration in
the working and living conditions of waste pickers.

Middlemen perform useful services to industry by sorting and process-
ing of recovered materials, accumulating and selling them in the amounts
that industry demands. But middlemen often exploit waste pickers. The
formation of waste picker cooperatives can bypass the middlemen and
increase waste picker earnings.

Non-governmental organizations can play an important role in organ-
izing waste pickers and in helping them, particularly in the formative and
initial stages of their operations. Development banks and other develop-
ment agencies should actively support scavenging activities in their
lending and donor assistance. Waste picker co-ops can achieve a better
standard of living for their members, dignify their occupations, and
strengthen their bargaining power with industry and authorities. Equally
important for a co-op is the support of the local authorities, who can legit-
imize their activities, award concessions or contracts for the provision of
SWM services. Industry can also facilitate waste picker co-ops’ activities by
purchasing materials from the co-ops, or even taking a more active role
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supporting the formation of waste picker co-ops, as CEMPRE does in
Brazil. Some of the most successful waste picker co-ops in Latin America –
Recuperar in Colombia and SOCOSEMA in Mexico – have learned that
diversification can increase their earnings. Both co-ops also provide clean-
ing services to cities and private industry. Other successful co-ops add
value to the recyclables they gather, by processing the materials and
engaging in the production of salable items such as hoses and compost.

Waste pickers can be successfully integrated into formal SWM programs
for the collection and recycling of solid wastes, as several cases in Asia and
Latin America demonstrate. By supporting waste picker cooperatives,
refuse collection could be extended at a low cost, creating jobs, and bene-
fiting low-income communities. Instead of being a problem, waste pickers
can be part of the solution to the seemingly intractable problem of collec-
tion and disposal of solid wastes in developing countries. Waste picker
cooperatives can promote grassroots development in an economically
viable, socially desirable, and environmentally sound manner. When
supported, scavenging can represent a perfect example of sustainable
development.
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7 Co-operatives and the
emancipation of the marginalized
Case studies from two cities in India

Sharit K. Bhowmik

This chapter attempts to examine the role of co-operatives in empowering
marginalised sections of the working class. We shall illustrate this with the
help of two studies in two different metropolises in India. These are
Ahmedabad in Western India and Calcutta (now renamed ‘Kolkata’) in
Eastern India. We will discuss co-operatives formed by waste pickers in
Ahmedabad and worker co-operatives in Calcutta. These cases show how
marginalised workers of society try to protect their right to gainful employ-
ment through collective action.

The process of globalisation through structural adjustment has
adversely affected the working class throughout the world. Labour in most
developing countries has suffered because restructuring of industry has
invariably led to unemployment due to closure of ‘unprofitable’ industrial
units. In India, the Industrial Policy Statement placed before Parliament
on 24 July 1991 was in tune with the global process of structural adjust-
ment. This policy is in contrast to the earlier policies in the sense that it
openly favours privatisation of industry and trade. It also shows some inter-
est in encouraging worker take-overs. Paragaph 16 of the Industrial Policy
Statement reads: ‘Workers’ participation in management will be pro-
moted. Workers’ co-operatives will be encouraged to participate in pack-
ages designed to turn around sick companies.’ So far this appears as
lip-service as the government has taken no step to encourage such co-
operatives.

At the same time there are a number of co-operatives that have
emerged through the workers’ struggle to maintain employment and pro-
duction. There are some instances of worker co-operatives in tea planta-
tions, mines, and industrial units. The workers of Sonali Tea Estate, a tea
plantation employing around 500 workers in the Jalpaiguri district in the
state of West Bengal, established the first worker co-operative in the tea
industry in 1974. In Tripura, a state in North Eastern India, five tea planta-
tions are being successfully managed by their workers since the early 1980s
(Bhowmik 1992). In Dalli Rajhara, near the Bhilai Steel Plant in the state
of Chattisgarh in Central India, there are six worker co-operatives operat-
ing in the open cast-iron ore mines (Bhowmik 1994). In Calcutta, the



capital of the state of West Bengal, there are at least 20 industrial units
that are managed by worker co-operatives since the early 1980s. All these
co-operatives are surviving with very little or no financial assistance from
the government. The fact that these co-operatives have survived for nearly
two decades or more without external assistance is itself a measure of their
success. We have tried to examine some of these co-operatives in this
chapter.

Along with the unemployed, due to closure of industries there are
growing numbers of people who come to the urban areas, especially the
metropolises, in search of work. These people are driven from the rural
areas or from small towns due to lack of any form of livelihood. They have
little skills to enable them to compete in the labour market and they
search for work in any form to keep off the pangs of hunger. These are
the lowest types of the self-employed and they form the bulk of the urban
poor. Yet, we can see, as in the case of female waste pickers in Ahmed-
abad, that they too can improve their living conditions through collective
action.

Waste pickers in Ahmedabad1

Every metropolis has a section of its population that makes a living by
recycling waste. These people are ascribed the lowest status among the
urban poor and are also economically, the poorest among the poor. A
large section of these waste pickers are women and children. They roam
the streets on foot, searching for waste, which they put inside the sacks
that they carry. They leave their homes at dawn, walking several kilometres
each day so that they can complete their collection by late afternoon.
Their work tools comprise a collection bag and a rod to prod and poke
through garbage. In their work they are subjected to a number of hazards.
They get cuts and bruises from sharp objects and broken pieces of glass or
they get skin allergies from the waste chemicals in the garbage. After they
finish their collections for the day, they sort out the materials and then
sell these to traders. The rates they receive for their collection are very low
and these people live on the brink of poverty.

These waste pickers are in fact serving the needs of the city because
while working for their livelihood they are cleaning the streets of garbage.
Unfortunately, the police and the municipal authorities do not look at
them in this manner. They are harassed by the urban authorities and they
face frequent threats and even beatings from these officials. The better-off
sections in the city regard them as a public nuisance and frequently lodge
complaints on them.

The city of Ahmedabad is the capital of Gujarat, one of the prosperous
states in the country. This city had a number of large industries but it was
especially known as a centre for textile production. The scenario is very
different now. Since the past 15 years or so, most of the city’s textile mills

Co-operatives and the emancipation of the marginalized 123



are being closed, rendering a large number of workers jobless. Many of
the wives and children of these workers have been forced to ‘take to the
streets for waste collection’ (SEWA 1999: 56). Like all other large cities,
Ahmedabad too has a number of waste pickers who depend on recycling
for their existence. Since the past 25 years, the Self-Employed Women’s
Association (SEWA), based in Ahmedabad, has been organising women
waste pickers in the city as one of its activities (ibid.). We shall examine
some of the activities of this union in helping this section of the working
class.

Origins of SEWA

The origins of SEWA were in the Textile Labour Association (TLA). TLA
was started by Mahatma Gandhi in 1918 and later became the main trade
union of textile workers in Ahmedabad. In 1968, TLA decided to start a
Women’s Wing of the union and invited Ela Bhatt to look after it (Rose
1995: 41). The main activity of this wing was to impart training pro-
grammes for developing skills of poor women so that they could earn a
livelihood. Skill development mainly meant teaching the women sewing
on machines, encouraging them to take up activities such as block print-
ing of cloth and garments, dyeing of clothes and so on. Its work was more
in the nature of social service. After engaging in these activities for some
time the organisers found that the type of activities they were engaged in
could only provide partial relief to these marginalised women. What they
needed was an organisation that could unite them to collectively fight for
their basic rights such as minimum wages, health, education, and so on.

In 1972 the Women’s Wing decided to convert itself into a trade union
under the Trade Union Act of 1926. This was easier said than done.
Though the working women were convinced that they could form a trade
union, the Registrar of Trade Unions thought otherwise. The main objec-
tion was that there was no relation between employer and employee in an
association of the self-employed. It took ten months to convince the Regis-
trar that such an association could well be a trade union (Bhatt 1997:
214). At present, SEWA with its total membership of over 500,000, is the
largest registered trade union in the state. Initially SEWA had close links
with TLA but these were snapped in 1981.

Besides organising self-employed women workers through trade unions,
SEWA promotes co-operatives among its members to cover a variety of
services and helps in providing alternative employment opportunities. In
2000, SEWA had sponsored more than 80 such co-operatives covering a
wide variety of areas. These include industrial and producer co-operatives
and service co-operatives. After forming a co-operative, the union assists its
members in developing financial and managerial skills. It organises adult
education classes for these women, where, besides learning to read
and write, the women are taught about accounts, the objectives of co-
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operatives among other topics. These activities help in empowering the
members to manage their co-operatives through their own resources
rather than depend on outsiders.

Unionising waste pickers

One of the first activities of SEWA as a trade union was that of organising
waste pickers in the city. SEWA unionised these women so that they could
be protected from harassment by the civic authorities. The union pro-
vided its members aprons, gloves, shoes, and bags for waste collection. It
collected donations initially in order to provide these articles. The aprons
and bags are blue in colour and they have SEWA written on them in bold
white letters. These essentially become their identity as union members,
though they carry their union cards as well. After forming the union, the
waste pickers are harassed less often. They are allowed access into several
streets where they had been prevented earlier. Their identity as members
of SEWA is mainly responsible for this change in people’s attitude as they
are now seen as a part of a collective.

Harassment and prevention from carrying out their activities are not
the only forms of exploitation these workers face. The traders they sell
their daily collection to, exploit them by paying them very low prices. The
women are very poor and they accept whatever prices the traders pay
them, as this is the sole means of subsistence for them and their families.
There is no way they can bargain with the traders for better prices; if the
trader refuses to accept their goods, they will starve that day.

The union activists of SEWA studied the waste recycling market and
found that the demand for waste paper fluctuated over the year. It
increased in some part of the year and decreased at other times. The
traders increased their profits by storing the waste paper when demand
was low and selling them when demand was high. After studying the
market fluctuations, the union activists found that the women could get
almost double the price when the demand was high. However, these
women had neither the space for storing their pickings nor did they have
the ability to store their goods over a period of time. Their economic con-
ditions compelled them to sell whatever they had collected each day.

Then, SEWA decided to start a storehouse for keeping the daily collec-
tion of these women. They would be paid daily at a fixed rate for their col-
lections. These would be sold through auctions when prices increased.
Any profit made from the sale would be distributed among these women
as bonus. The union set up the storehouse and all members are eligible to
sell their collection daily and they are paid in cash. This scheme proved a
success and soon more such storehouses have been set up in other parts of
the city.
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Co-operatives as alternative employment

The next step the union took was finding alternative employment
opportunities or regular earnings for these women. If a section of them
could be provided with other types of work then the income of the
remaining would increase, as their collections would go up. These new
activities could be undertaken by forming co-operatives among the
women.

In 1983, SEWA initiated the formation of a co-operative that would take
up contracts for cleaning offices and collecting waste paper from them.
This co-operative was called Saundariya Mahila SEWA Co-operative. At
present, this co-operative has around 500 members. It has contracts for
cleaning a number of large offices, academic institutions, and other
public buildings. Alongside, the co-operative takes up contracts for remov-
ing waste paper from offices. It was able to get contracts from some of the
municipal and state government offices for collection of waste paper. The
co-operative pays these offices a fixed amount for allowing it to collect
the waste paper.

Around 200 members of the co-operative are engaged in these activ-
ities. These members get a regular wage for their work. The profits of the
co-operative are distributed among all its members. Of late, the co-opera-
tive had to face some problems because the state government did not
renew its contract for waste paper collection from its offices in 1999. This
point is mentioned in SEWA’s annual report for 1999. The report also
states that Saundariya co-operative was optimistic of renewing its contract
with the government offices in the near future. This has been done after
the union and the co-operative collectively convinced the higher officers
of the state government that the arrangement was mutually beneficial.

Some of the waste pickers were quite skilled at cooking different types
of food. The union tried to help them develop their skills so that they
could start a commercial venture. In mid-1992, a group of these women
started supplying food to the government-sponsored Integrated Child
Development Scheme (ICDS). This scheme was started to help the poor
in urban and rural areas. The ICDS provides training to pre-school going
children. These children are provided a meal at noon.

The group started undertaking contracts for catering food at functions.
In 1994, the group formed a co-operative named Trupti Nasta Mahila
SEWA Co-operative Society. The co-operative has 130 members, all of
whom are former waste pickers. The members undertake contracts for
supplying and serving food at weddings, public functions, and other
events. At times they are contracted to only serve the food or prepare
desserts at these functions. Besides these activities, the co-operative has
got contracts to open canteens and tea stalls at offices.

The co-operative organises training programmes for its members on
various aspects of food management including nutrition. It also holds pro-

126 S.K. Bhowmik



grammes on co-operation, education, and literacy. Trupti Nasta is one of
the more successful co-operative ventures sponsored by SEWA. It has been
making profits as its clients appreciate the food it prepares, because it is
tasty, comparatively less expensive, and served properly. The co-operative
used to operate from the headquarters of SEWA in Ahmedabad. It has
now bought its own work space in the city (SEWA 1999: 60).

A number of part-time economic activities for women waste pickers
have been organised by SEWA in order to increase their earnings. A
section of its members are engaged in shelling peas and pulses in the
mornings and they pick paper in the afternoons. Another group of
women are engaged in making paper bags and paper stationery.

The success of the two co-operatives of waste pickers in Ahmedabad is
mainly due to their strong ties with their trade union, namely, SEWA.
First, the union has helped them gain their self-respect as self-employed
workers. Second, the members have been able to create alternative
employment schemes through co-operatives, which has, in fact, increased
their choices.

It may be noted that society in India is ridden with social groups that
are ranked on the basis of hierarchy. These are known as castes. Inciden-
tally, the word caste owes its origin to the Portuguese word Casta. Mem-
bership of a caste is based on one’s birth and as such, one’s position in the
caste hierarchy is fixed on the basis of the status of the caste one is born
into. Hence, even if occupational status of an individual changes one’s
social status remains unchanged. The waste pickers in most cases belong
to castes that are ranked low. The nature of their work, which involves
picking recyclable waste from the streets and from garbage bins, is
regarded as an unclean occupation by the upper castes. These people
perform these activities because they are very poor and they have no other
means of subsistence. Hence, they are both socially and economically
oppressed and are treated as outcastes among the city dwellers.

Formation of co-operatives has helped these women improve their con-
ditions but the crucial factor is that these are linked with their trade
union. The impetus for improving their working conditions came through
collective action, after they unionised themselves. This gave them confi-
dence in their own abilities. They were able to enhance their development
through co-operatives. Hence we can see that the interlinking of trade
unions with co-operatives can become an effective measure for emancipa-
tion of the poor and the socially oppressed.

Let us now turn to another type of co-operative and examine how they
have contributed to the emancipation of another section of the working
class. In the next section, we shall examine the functioning of worker co-
operatives in the city of Calcutta.
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Worker co-operatives in Calcutta2

Calcutta was once a vibrant industrial metropolis famous for its jute mills
and engineering factories. Since the late 1960s, the scenario changed
sharply. The city witnessed closing of a number of large industrial units.
During the 1980s, around 1500 industrial units ceased to function. This
made 1,580,000 workers employed in these units redundant. Several more
industries are on the verge of closure.

In the midst of this depressing scenario one finds a flicker of hope in
the fairly large number of worker co-operatives that exist here. We have
identified around 20 such units in and around Calcutta. These are mainly
small-scale or medium-scale industries having between 20 and a little over
100 workers each. We shall take up three of these co-operatives for our
study.

It is necessary to note some of the features of these cases in order to
have a general background. Calcutta is the capital of the state of West
Bengal, situated in Eastern India. The state is governed by a coalition of
communist and leftist political parties known as the Left Front. The
largest, and dominant political party in this coalition is the Communist
Party of India (Marxist), CPI(M). This coalition was elected in the elec-
tions in 1977 and has continued to be voted into power up to the present
(January 2007). The major trade union in the state is the Centre for
Indian Trade Unions, CITU, which is regarded as the trade union wing of
CPI(M). Trade unions in all the worker co-operatives in Calcutta, includ-
ing the four cases in this chapter, are affiliated to CITU.

The four co-operatives have been selected after surveying 18 of the
existing co-operatives (two of the co-operatives had ceased to function).
These include a ship-building unit, a unit manufacturing printing equip-
ment, and a unit manufacturing aluminium cables and electric conduc-
tors. Each of these units was functioning very well at one time and was
regarded the best in their respective areas of production. We have tried to
examine the reasons for the downslide of these companies and how the
employees had tried to revive them.

Ship-building co-operative

Situated in the Cossipore area of Calcutta, the East Bengal River Steam
Service and Engineering Workers’ Industrial Co-operative Society Limited
was formed in 1979. The original company was an old enterprise, which
originated in the late nineteenth century. It ran a successful shipping
enterprise and later started shipbuilding as one of its major activities.
From 1965, the company showed a downward slide movement due to
various reasons. Some were external factors, relating mainly to its restric-
tion in business with the erstwhile East Pakistan (now Bangladesh) and
others concerned with the internal management of the company. It
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managed to pull along until 1969. Its balance sheet of 1968–69 showed a
profit. After that the company started making heavy losses. In September
1976, the owners shut down the company, as its debts were insurmount-
able. Its labour force, which was once over 1000, was reduced to 91 as
most workers left to find other work. Its debtors had filed cases for recov-
ery in the High Court of Calcutta.

After the Left Front was voted into power, the union proposed to the
state government that it should declare the company as sick and take over
its management. The state government sent a proposal to the central
government in 1978 for take-over of the company, but the central govern-
ment rejected the proposal. The workers’ union then requested the state
government that they be permitted to run the company. This was
accepted, and the state government advised that the workers should form
a co-operative so that they could manage the company. The state govern-
ment’s Department of Industrial Reconstruction would help in financing
the venture.

The co-operative was registered in November 1979. All 91 workers
became its members. The local leaders of the CPI(M) and the CITU
assisted the workers in their venture. The secretary of the local committee
of the CPI(M) has been the main supporter of this venture. The state
government had conceded to the union’s proposal mainly because the
union was affiliated to CITU and because of the political support of the
CPI(M).

Based on the assurance of the state government, the co-operative
appealed to the High Court that it be permitted to buy the company. The
court agreed to this and ordered that an official assess the company’s
worth. The price was thus fixed and the co-operative took possession of
the company on 30 October 1980. The sale deed was executed in 1981.
The state government agreed to provide a loan to the co-operative for
buying the company. Production was started in December 1981. A guaran-
tee of Rs.3,000,000 was provided by a nationalised bank (after the state
government agreed to act as guarantor) and Rs.400,000 was provided as
working capital. This amount was very low and it was not possible for the
co-operative to modernise the existing equipment. The co-operative
hoped that it could borrow money from the bank for this purpose. They
required a guarantee from the state government for this purpose. Unfor-
tunately, when they approached the government it refused to honour its
commitment.

The Ministry of Finance had assured the workers at the time of the
formation of the co-operative that this was a temporary arrangement prior
to take-over by the state government. The workers now realised that the
government would neither take-over the shipyard nor would it help the
co-operative in developing it. After a series of general body meetings, in
which the local CPI(M) leaders too participated, the workers decided that
they would have to manage the company on their own. Two major
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decisions were taken. First, they decided to freeze wages until the financial
situation improved. Second, they would increase their productivity as this
would reduce costs of production. The co-operative decided to undertake
job work (outsourcing) for other companies, mainly ship repairs.

These efforts paid off as the companies that gave them orders for job
work were happy with the outcome. Some of these companies were willing
to supply raw materials needed for the repair work and at times even gave
advances in cash. By 1991, the co-operative had accumulated around
Rs.1,400,000 as surplus which it could use as working capital. A major
decision taken by the general body of the co-operative during this time
was that wages would not increase even after these surpluses were
recorded. The workers realised that their future could be secure only if
the co-operative had sufficient funds.

Events took a sharp turn in 1991. At that time the Ministry of Surface
Transport was looking for a large plot of land for setting up a garage and
workshop for one of its corporations, North Bengal State Transport Cor-
poration (NBSTC). The state government suggested that the co-operative
give up a part of the land that it held to NBSTC. This could form a
rehabilitation package for the co-operative. NBSTC would pay
Rs.10,000,000. The Inland Water Transport Corporation of the state
government would take over the co-operative and would modernise the
dockyard and the workshop. The co-operative would have to reduce its
workforce to 50. Only those workers below 55 years would be retained and
the others would retire with adequate compensation. The co-operative
agreed to this proposal.

Since the workers were assured of take-over by the state government,
they decided to be extravagant with the surplus they had accumulated. It
paid a high bonus to its members, built new homes for the security staff,
and spent large amounts on festivals.

The elections to the state assembly were held in 1992. The Left Front
government was elected once again but the minister for surface transport
was changed. The new minister wanted to review the scheme. He raised
several objections about the location of the land and the cost of acquiring
it. The deal was subsequently cancelled. This came as a shock to the
workers. They were now worse off than before as they had no working
capital to execute their orders. This incident, however, strengthened their
resolve to draw on their own strength and not depend on others. They
could only depend on the goodwill they had created earlier. Slowly they
started getting orders and they gradually improved their position.

I first visited this co-operative in mid-1998. The workers seemed deter-
mined to make their venture a success. Most of them were old. Their uni-
forms were crumpled and worn. However, there was determination on
their faces as they worked relentlessly. They did not give any hint of dejec-
tion or helplessness when they spoke to me. The white-collar staff,
however, were more critical of the situation. They were bitter that the
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government they had supported, especially the CPI(M), had turned away
from them. These people were still hopeful of government take-over. The
local CPI(M) leader who provided the external leadership to this endeav-
our too, had become critical of the government’s attitude. All these
people believed that the cancellation of the government’s earlier proposal
was mainly because of corruption. I was told that the deal would not
provide any kick-backs to those in power, hence it was abandoned.

The co-operative was unable to employ technical personnel as it was
short of funds. It had a consultant who was a marine engineer. This
person was once the general manager of the company and he later helped
the workers to run the enterprise. He came every alternate afternoon to
provide technical know-how. He did not charge any fees for his services as
he was a sympathiser of the CPI(M) and he had adequate income through
consultancies in other companies. The presence of this consultant and the
local CPI(M) leader increased the confidence of the workers as they felt
that even in these troubled times they were not alone.

The situation was more or less the same when I visited the co-operative
in June 2000. Its financial condition was slightly better and the workers
were receiving higher wages. The consultant had helped in bringing more
business. The bitterness at the lack of support from the government had
increased. However, both the union and the CPI(M) were with the co-
operative at the local level. This was the main reason why the members
still remained with the union, despite their grievances with the CPI(M)-
led government. A major fall out of this situation was that the workers had
become self-reliant. They no longer depended on external agencies to
take care of their problems. This was the most significant contribution of
the co-operative – it had raised the self-confidence of the workers.

Printing co-operative

The Eastern Type Foundry and Oriental Printing Works Employees’ Indus-
trial Co-operative Society Limited was started in 1987. The co-operative
has 42 workers as its members. The total number of employees of the co-
operative is 51, of whom seven are white-collar workers and the rest are
blue-collar workers.

This company, known as Eastern Type Foundry and Oriental Printing
Works, was established in 1890 and was registered as a joint stock company
in 1912. The company manufactured printing material for letterpresses.
This technique became obsolete in most parts of the world after off-set
printing was introduced. However, prior to this the company was one of
the best in its field in the country. Its market was spread all over India and
it had export orders from other countries including China, Nepal, and
Mauritius. The total work force was then around 500.

Despite changes in printing technology, the company was able to retain
its position because it remained the only manufacturer in the field. Letter
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presses in the country depended on it for their supplies. Its printing
press was also known for its high quality and it had orders from leading
publishers.

The problems of the company began in the 1960s. These were mainly
due to feuds among the members of the family that controlled the
company. These people collectively owned a majority of the shares. In the
1970s, the union pointed out several irregularities of the management.
Though workers were paid their regular salaries, it was found that funds
collected for social security were not deposited with the authorities. These
authorities filed cases in the courts for recovery. The management was
unable to pay the dues and finally, in 1980, it stopped operations by shut-
ting down the factory. This continued for seven years during which time
most of the workers left to seek other work. The union suggested that the
workers should form a co-operative which could take-over the company
through the help of the government. Thus the co-operative was formed in
1987 with 30 workers who had continued to fight for their dues. The
company, meanwhile, went into liquidation and the co-operative, with the
initial financial backing of the state government, was able to buy the
company.

The co-operative started functioning in 1989. Though it owned the
company, it did not have much working capital. However, it was able to
get orders for printing and foundry work. Business picked up gradually
and the co-operative needed more workers. On the recommendation of
the local committee of the CPI(M), 15 temporary workers were taken on.
They were made permanent after a year and 12 of them became share-
holders. Trouble started soon after this, in 1994. The original workers
were old while the new workers were young. The latter demanded that the
older workers should retire and make way for younger workers. Moreover,
the local committee of the CPI(M) demanded that the party be allowed to
use one of the office buildings as its office. The older workers, who too
were supporters of the CPI(M), opposed this proposal as they felt that this
would encourage the local committee to take possession of the building.
This led to strained relations between the CPI(M) and these workers.

The internal problems of the co-operative had been created by the
local CPI(M) leaders. The older members were with the CPI(M) and they
initially trusted their local leaders. After these events, they became very
critical of the party’s functioning. They suspected that the local committee
wanted them out so that it could fill the co-operative with their own
people. At the same time these workers did not turn against the CPI(M) as
a party. They voted for its candidates during the elections and they even
campaigned for the party. Their problems were mainly with the local
CPI(M) leadership. At the insistence of the younger workers at the annual
General Body Meeting held in 1997, the Registrar of Cooperatives
appointed an administrative officer who superseded the functions of the
managing committee temporarily.
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The co-operative was still functioning in 2000 and was able to pay
wages. It could improve its position if it was able to take up job work
through its foundry. However, it lacked working capital. Its press was
working but the tension between the old and new workers had affected its
efficiency.

Aluminium Cables and Conductors

This co-operative is known as Alcond Employees’ Industrial Co-operative
Society Limited and was formed by the employees of Aluminium Cables
and Conductors Private Limited in 1987. Its total number of workers in
2000 was 150, of whom 35 were office workers and the rest, blue-collar
workers. The co-operative had a membership of 265, all of whom were
workers in the company but later some left after they got work elsewhere.

The company manufactured power conductors and aluminium cables.
It was very well known in its field of production and was regarded as a
profitable venture. The demand for its products rose after the state run
electricity corporations decided to switch to aluminium high tension wires
instead of copper cables. The company had around 500 workers on its
rolls and was a profitable concern until the 1970s. It had a large clientele
in India and abroad. The factory is in Hyde Road where a number of
industrial units are situated.

Alcond started recording heavy losses from 1978. The workers believe
that this was due to diversion of the company’s financial resources to
other investments. In 1983, it closed the factory. The workers’ union
moved to all quarters in the government and used all types of pressure on
the management to re-open the factory. After three years of determined
struggle, in 1986, the workers could force the management to re-open the
factory. After a fortnight, the factory closed again and this time it was
because its financing bank filed a liquidation case to recover its arrears.
The union then decided to organise the workers into a co-operative so
that it could run the factory.

The government supported the union’s move to form the co-operative
and it was registered in 1987. At that time, the High Court had ordered
that the company be auctioned in order to recover its debts. The state
government purchased the company and on 2 December 1989, handed it
over to the co-operative. The government also provided loans and raw
materials for starting production. Further, it stood guarantor for bank
loans up to Rs.45,000,000. The West Bengal State Electricity Board, a state
government undertaking, extended its support by placing orders for
equipment.

At the time of take-over, the members found that the machines and
equipment in the factory were damaged. The co-operative had to spend
large sums of money on repair and maintenance. Production could start
only in 1990, after seven years of closure. In its first year, the co-operative
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recorded a loss of Rs.1,270,000 but in the following year it recorded a
turnover of Rs.60,000,000 and a net profit of Rs.750,000. The co-operative
could employ 300 of the laid-off workers in the first year and another 100
in the second year. What is remarkable is that the workers were able to
turn around the company within 18 months of take-over.

The problems of the co-operative started from the subsequent years. In
order to meet its orders, the co-operative took loans from the co-operative
bank against its share capital. Most of the contracts the co-operative
obtained were from state sector undertakings such as the Electricity
Boards of the states of West Bengal and Uttar Pradesh. Payments from
these organisations were delayed for 12 to 18 months after deliveries were
made. Its capital was thus blocked and it could not undertake other con-
tracts as its working capital was exhausted. At the same time, interest on its
loans increased. As in the other cases, the state government, which ini-
tially agreed to be guarantor for bank loans, backed out. Finally in 1997,
it suspended production as it could not get working capital for executing
orders. Its resources were exhausted and it was unable to pay
wages. Several of its members left to seek work in other places and the co-
operative was left with 150 workers.

In June 1998, the co-operative was able to re-start its activities after
recovering some of its outstanding dues. It decided not to take up
independent assignments by bidding for tenders. Instead, it began under-
taking job work for other industrial units. This provided it with some
income. By May 2000 it was steadily improving its financial condition but
its past experiences had left bitter feelings regarding the state govern-
ment’s attitude. Its problems in this regard are similar to those of the ship-
builders’ co-operative. It lost contracts because it was unable to offer
bribes to the concerned authorities. Similarly, recovery of dues from the
electricity boards was delayed for the same reason. The workers were
bitter because despite their political links with the CPI(M), they had to
face these problems.

Conclusion: co-operatives and social emancipation

In the previous sections, we have discussed about two types of co-
operatives situated in two different cities. Despite the differences there are
some common features among these co-operatives. First, all of them were
initiated by their trade unions. This aspect was very important for the
formation of the co-operatives. The co-operatives of waste pickers in
Ahmedabad were initiated by SEWA as a part of its trade union activities.
SEWA has a definite strategy of promoting co-operatives as a part of its
trade union activity. This is what distinguishes it from other trade unions
and also accounts for its success.

The co-operatives in Calcutta too were started by their union, but there
is a difference from the approach of SEWA. The trade union leaders had
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proposed that the workers should take over the units after their manage-
ments had shut them. At the same time the position of the unions was
ambivalent in the beginning, unlike the positive approach of SEWA. They
had favoured the idea of forming the co-operatives and taking over pro-
duction as an immediate measure of relief. The union leaders were pri-
marily trying to contain the problem of unemployment resulting from the
closures, but they also believed that this was a prelude to take-over by the
state government. The workers too believed this.

After the initial support, the state government became indifferent to
the fate of the co-operatives. This was a result of changes in the Left Front
government’s orientation. When the Left Front was elected for the first
time in 1977, it adopted a pro-labour policy. After 1987, when it was
elected for the third time, its attitudes changed. The government then
tried to create an atmosphere in the state that would be congenial to
foreign investment. It tried to change its image to an investor-friendly
government. In this process, the interests of labour were sidelined. The
worker co-operatives were victims of the government’s new policies. This
had created bitterness among these workers as well as the local level trade
union leaders who were supporting the co-operatives in their area. As
mentioned earlier, the unions to which the workers are members, are affil-
iated to CITU and their leaders are local level CPI(M) leaders as well.
These leaders have been a major source of encouragement to the workers
despite the lack of support of the CPI(M)-led Left Front government.

A positive fallout of this situation is that these co-operatives have learned
to depend on their own strength for survival, rather than depend on an
external agency like the state government. Despite the adversities, these 
co-operatives have continued to exist. This is true not only of the four co-
operatives discussed in this chapter but of the other worker co-operatives
in West Bengal as well. Out of the 20-odd co-operatives in Calcutta in the
late 1970s and early 1980s, only two of them have been dissolved so far.

In the above discussion, we have to make an exception in the case of
the printing co-operative. Here the local level CPI(M) leaders had tried to
disrupt the functioning of the co-operative. The original members of the
co-operative say that the local CPI(M)/CITU leaders helped in the forma-
tion of the co-operative but they changed their attitude later, when they
found that the worker-members were opposed to providing a building to
house the party office. After this, the local leaders tried to create divisions
by instigating the new members against the original members. The latter
too were members of the CITU affiliated union but after the ensuing con-
flicts with the new workers who were inducted by the local union leaders,
they became disillusioned with the union and ceased to be its members.
In the initial survey of worker co-operatives in the city we came across two
similar instances. In these cases, the local CPI(M) leaders who had initi-
ated the co-operatives viewed them as sources for generating funds for the
party and for employment of its cadres.
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Besides the support of the trade union, another major factor for
the existence of these co-operatives was internal democracy. In the co-
operatives initiated by SEWA, democracy was not restricted to election of
leaders. The union organised training programmes for its members on
how to take control of their organisation. This adds to the self-confidence
of its members, all of whom belong to socially-marginalized groups.

Two of the co-operatives in Calcutta had internal democracy and the
union leaders played a positive role in promoting this. The exception, as
discussed earlier, was the printing co-operative. Leaders (elected and
those of the trade union and party) met the workers frequently and
explained the problems to them. Day-to-day activities and policy matters
were handled through consensus. This ensured that all workers would
participate actively in the co-operative’s functioning.

Co-operative democracy was practised through formal as well as infor-
mal means. The formal means was through the General Body Meetings
where reports were placed for discussion and policies were finalised. Elec-
tions to the Managing Committee (Board of Directors) were held regu-
larly. Elections in the ship-building co-operative were always unanimous.
The number of members was few so it was possible for the leaders to try
and build a consensus for the posts in the Managing Council. The alu-
minium cable co-operative had a comparatively larger number of workers
and elections were contested. Members of the Managing Committee were
changed through elections thereby giving a chance to more members to
take part in the decision-making. The informal methods included holding
of discussions and trade union meetings to explain to the workers the
functioning and financial condition of the co-operative. This method
enabled the members to understand the problems of their co-operative.
They could also give their suggestions on managing the co-operative.

Democratic functioning became a major problem in the printing co-
operative, as the members were divided. The general body meetings of
this co-operative invariably ended in chaos as the battle lines between the
two groups were clearly demarcated. This weakened the co-operative’s
democratic functioning.

Another important issue that needs to be discussed is the role of the state.
In the case of the waste pickers’ co-operatives the state has neither helped
nor hindered in their formation. At the same time there were other features
such as harassment from local authorities and termination of contracts for
collecting waste paper from government offices which can be viewed as
negative aspects of state interference. The co-operatives were able to over-
come these through trade union action and its goodwill among (honest) sec-
tions of the bureaucracy. As a union, SEWA’s influence goes beyond
membership of waste pickers, and as such, its collective influence is strong.
Hence the backing of SEWA as a union was, to a large extent, responsible for
easing the adverse situations faced by the women waste pickers.

The situation of the worker co-operatives in Calcutta was more
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complex. State intervention was necessary for their formation. The
backing of the state came mainly because of the political support their
unions enjoyed. However after the co-operatives were formed the state’s
support was withdrawn. The workers were left to fend for themselves.
Another feature which surfaces is that of corruption. Besides not getting
the promised guarantees for loans, the co-operatives found that they
would have to pay bribes to various state agencies for procuring orders
and also for collecting payments, after the orders were executed. This was
despite the fact that the state government has a rule that preference must
be given to co-operatives in procuring orders.

In conclusion, we can say that despite all the problems and shortcom-
ings, these co-operatives have shown that ordinary workers are capable of
taking control of the means of production, given the opportunity. The
worker co-operatives in Calcutta have, in their limited ways, tried to
protect job losses and production through their collective efforts. The
determination they have expressed in their endeavours can be seen from
the fact that the co-operatives have existed for several years, despite the
odds. The waste pickers organised by SEWA in Ahmedabad demonstrate
that the poorest and socially marginalised sections can improve their eco-
nomic and social conditions through the co-operative movement.

Notes
1 The data on waste pickers was initially collected in 1996. I observed the activities

of SEWA and its activities among waste pickers. I interviewed union activists,
waste pickers, and members of the food catering co-operative (Trupti Nasta). I
followed their activities over the years and updated my findings.

2 The data on worker co-operatives in Kolkata was collected as a part of a research
project on the same topic. This section contains some of the findings. The
project was awarded by the Indian Council of Social Science Research (ICSSR)
in 1998. I have updated my information during subsequent visits to Kolkata. I
am grateful to ICSSR for providing me a grant. The views are my own.
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8 Literacy and internal control of
community finance institutions in
Cambodia

Brett Matthews

Introduction

This chapter is intended to provide the conceptual basis for an action
research project on internal controls in community finance institutions
(CFIs) in rural Cambodia. A CFI is defined as “an institution that special-
izes in delivering financial services and is owned and controlled by its
members within a local community.” Organizations built with the inten-
tion that they meet this definition in future are also classified as CFIs here.

The internal control project is part of a family of projects in CCA’s
Cambodia program called “Community Finance Action Learning”. The
purpose of these projects is to trigger a sustainable process of learning
and collaboration among local “community finance” practitioners. This
will support the emergence of the leaders and capabilities needed to build
a national credit union movement. 

In February, 2004, an informal working group of domestic and inter-
national non-governmental organizations (NGOs) involved in building
CFIs in rural Cambodia was formed. Their mutual goal is to improve the
quality of the CFIs (see Box 8.1) they are building. Together, they repre-
sent 54,000 CFI members in 12 provinces around the country.

The internal control project will address the most obstinate problem
practitioners have experienced in building CFIs in Cambodia. High levels
of patron–client dependency, combined with very low levels of literacy –
especially among women – present challenging internal control problems

Quality

A “quality” CFI is defined as one which has the capacity to and will,
accomplish the goals its shareholders set for it. In other words, it is
capable of translating ownership by poor people, and reward poor
people for their risk-taking by meeting their collective needs.

Box 8.1



for CFIs. A list of issues identified by the working group is presented in
Box 8.2.

Internal controls are tools, processes and tests that are essential to the
sustained, long-term success of all institutions. They are used by share-
holders to determine whether the people they have delegated to act for
them day to day (such as the executive committee, managers etc.) are car-
rying out their tasks effectively and honestly. More formally, internal
control is the

plan of organization and all the methods and measures used by a busi-
ness to monitor assets, prevent fraud, minimize errors, verify the cor-
rectness and reliability of accounting data, promote operational
efficiency, and ensure that established managerial policies are followed.

(Siegel and Shim, 1987)

This definition is not dependent on cultural context. If those who are
risking their money and other resources in an organization cannot
control its operations, the organization will eventually fail. And every
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Selected quality issues in Cambodian CFIs
(From the minutes of the Network workshop, 5 February 2004)

The following quality issues (issues affecting the ability of poor
people as shareholders to exercise effective ownership and control
of their community finance institutions) were identified by the
group:

• lack of auditing systems
• limited reported systems
• lack of trust among people – a preference by people for using

the informal sector to save and to borrow
• weak book-keeping capacity – hard to train people in good

book-keeping
• members have low capacity and/or are illiterate – easily manipu-

lated by leaders
• traditional village conflict-resolution does not support share-

holder rights in CFIs – safety of deposits, roles of management
committees, etc.

• people keep their cash to themselves
• monitoring is inadequate or does not happen at all
• no mechanism for ‘micro-governance’ surveillance – how to

police CFIs locally.

Box 8.2



organization in every country requires a structure, assets, operations and
managers, and faces very serious risks of error, fraud and inefficiency. 

While the problem is universal, the solutions are not. The forms that
error, fraud and inefficiency take vary widely depending on local factors
like human capacities, organizational culture and attitudes to authority.
Solutions also depend on the availability and effectiveness of local dispute
resolution mechanisms and the capacities and culture in the national
audit system. In short, the types of tests and processes needed to ensure
that internal controls are effective can vary widely depending on context.

Effective internal controls must begin with the rights of shareholders. A
conceptual framework for shareholder rights is outlined in this chapter.
Also, it addresses specific issues in a Cambodian context.

A framework for protecting shareholders’ rights

As shareholders, poor rural women have a right to form agreements with
each other as members, and with non-members. They have a right to
expect those agreements to be kept by all involved (“shareholder rights”).
These rights are grounded in the Universal Declaration of Human Rights,
for example, in articles affirming the right to own property in association
with others and the right to freedom of association. 

The collective ownership of organizations (for example, Microsoft) is
the foundation of all developed economies. The cooperative approach
integrates social justice and democratic practice into this form of owner-
ship. It plays a vital role in the economic and social development of poor
and isolated communities, and supports the transformation of desperate,
marginalized people into empowered and secure citizens. It is the socially
responsible face of capitalism. In the cooperative movement, members
and shareholders are the same.

The rights of shareholders begin with their contributions of resources
to their collective enterprises. By pooling resources, shareholders expose
themselves to the risk of loss – and also to the opportunity for gain (for
example, through reduced vulnerability or improved livelihoods). To
protect their resources, and their rights to a fair share in the benefits of
the enterprise, shareholders form two types of agreements. These can be
formal or informal, written or simply understood. 

First, shareholders make agreements of association covering matters like
shared goals, rules for decision-making and ways of selecting and replac-
ing leaders. Then, to help them achieve their goals, shareholders make
operating agreements that cover matters like issuing a loan, using a member’s
buffalo or arranging the safe-keeping of cash.

Shareholders risk their resources and livelihoods on the strength of
these agreements. A wise group will ensure that someone they trust is
responsible for managing these agreements since they capture the essence
of shareholders’ rights. Shareholders have a right to accountability from
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these managers. That is, shareholder protection starts with a problem of
accountability.

At the center of the practice of accountability is the practice of account-
ing: the management, sharing and storage of information about group
activities and performance in reaching goals. To enhance confidence in
common agreements and in managers, an accounting system must
support full participation and full control by illiterate women. 

Table 8.1 presents a framework for protecting shareholders’ rights. The
alertness and initiative of shareholders is the first and most important line
of defense. However, for shareholders to effectively practice self-defense,
they must learn personal roles and interpersonal skills that can be
unfamiliar and challenging. Much of the learning must take place outside
of formal training, because it involves applying taught principles to a wide
range of real situations. But once the learning is complete, the CFI and
the whole surrounding village gain a vital intangible asset: experience in
building and operating institutions. This can mean the difference
between failure and success.

Practitioners can enable shareholder effectiveness by helping them to
make realistic, workable agreements and to hold their managers account-
able. However, shareholder primacy also means giving groups the
“freedom to fail” – essential, if they are to learn and succeed later.

Shareholders – the first line of defense

In order to assert their rights, shareholders must fully understand the
details of their agreements with each other and with non-members, not
only when those agreements are formed but as circumstances change over
time. That is, awareness of rights starts with financial literacy and the
ability to manage information – both individually and collectively. An even
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Table 8.1 Protecting shareholders’ rights

Elements of a Key conditions
protection strategy

For shareholder agreements For operating agreements

Shareholders are Financial literacy Financial literacy
of their rights Participation Participation

Record-keeping Record-keeping

Shareholders Choice of each other Choice of contractors/agents
assert their rights Choice of manager Speaking up

Speaking up Active management

External actors Training rights, literacy Training in rights, literacy
enable the efforts Micro-auditors/standards Network products and services
of shareholders Network operating procedures Quality of arbitration

Quality of arbitration



bigger problem among poor women in rural Cambodia is willingness to
assert rights. The shareholder rights approach can bring fresh thinking to
this issue, including an aspect that is central to the problem of collabora-
tion: patron–client relations. 

Internal control and patron–client relations in Cambodia

There have been few studies of patron–client relations in Cambodia,
however, it is generally agreed that patronage is important in Cambodian
villages. Poor people experience extremely high levels of daily insecurity
with regard to food, property rights, employment, and even basic human
rights. This leads them to pledge their loyalty to wealthy or powerful local
people (patrons). In exchange, patrons use their influence and resources
to help clients protect their security. This means that markets for vital
village resources like land, labor, livestock and marketing services are not
free; transactions are highly personalized. In an analysis of “social organi-
zation and power structures in rural Cambodia” for the Swedish bilateral
agency SIDA, Ovesen et al. conclude that:

certain political conditions are especially conducive to the existence
and promotion of systems of patron–client relations. These conditions
are the persistence of marked inequalities of wealth, status and power
which are afforded a certain legitimacy; the relative absence of effect-
ive impersonal guarantees such as public law for physical security,
property, and position; and the inability of either kinship units or
traditional village community to serve as effective vehicles of personal
security or advancement. It is hard to think of a country that fits these
conditions as well as Cambodia.

(Ovesen et al., 1996, p. 71)

Given the high level of insecurity in rural Cambodia, patron–client rela-
tions have historically played a useful role. But for CFI members as well as
practitioners attempting to develop the rural financial sector, they mean
major internal control problems. The goal of a CFI is to reduce human
insecurity by creating an alternative to the traditional system of village
resource allocation. Many patrons – at village level and higher – will see
CFIs as competition and resist their development. There are two ways to
resist – by killing the CFI, or by disabling it.

Killing the CFI

The first form of resistance involves attempting to kill the CFI by cap-
turing the resources within it. The following example is from a case
study from Prek Trop village (Battambang province) by Simmons and
Bottomley.
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A project committee of three people, including one from a very poor
family, was initially appointed to manage all transactions but members
(or elements within the membership) decided that all cash should be
kept with the Village Development Committee (VDC). . . . To date, the
activity is said to have generated savings of 1,070,000 riels but the
actual amount of savings being held by the VDC has been reduced to
only 300,000 riels due to an individual loan (well above the loan limit)
for dry season rice production. This member now claims that he is
unable to pay back this loan because rice destroyed the harvest.

(Simmons and Bottomley, 2001, p. 50)

In this case, poor cash management (storage in the village) opened a door
for political maneuvering by a village patron who moved the cash to the
VDC. The result was subversion of the lending limit agreed to by the
group and deeper poverty for some of the members. 

Ironically, by weakening trust and willingness to cooperate between vil-
lagers in future, this subversion actually strengthens the reliance of the
poor on direct personal relations with village patrons in future. Com-
pounding this problem is the very weak court system in Cambodia, which
limits the recourse of CFI members to repayment, compensation or
justice, even when the facts are clear.

Disabling the CFI

The second form of resistance involves “disabling” the CFI. Local patrons
accept the existence of the group but bring their considerable resources
and influence to bear in order to secure control of its resources. Effect-
ively, the group can then be transformed into a new channel for tradi-
tional resource allocation.

A 2001 study of the performance of self-help groups that received subsi-
dized loans in Kampong Thom province found “a domination of the
funds by the most powerful, or those whose cash needs are the most
visible – in particular the men” (Walter, 2000, p. 18). In this case, regular
staff visits by the sponsoring NGO keeps the problem manageable.
However, should the NGO phase out, this “domination” can lead to a
completely disabled institution.1

This form of resistance is insidious and hard to measure. Development
practitioners may view the result as a success, taking satisfaction in the
financial sustainability and longevity of the group. They may miss the con-
trary signals: loans allocated against the agreed rules of the group, poor
attendance at meetings, failing governance systems, and so on.

Token savings’ accumulation is the wedge issue, clearly demonstrating
the fear – or lack of trust – of CFI members in Cambodia. A recently com-
pleted field study by the Canadian Co-operative Association in three Cam-
bodian provinces found that rural households keep substantial savings in
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their homes. Among 301 CFI member households, average savings in their
CFIs represented approximately 6 percent of total savings. The balance, in
the form of cash and jewelry, is saved in secret places and locked boxes
in and around the home, or in personal ornamentation (Matthews, 2005,
pp. 35–6).

Even if the goal of the practitioner is limited to financial service deliv-
ery, it should be clear that Cambodia’s CFIs are not providing safe or con-
venient savings services, and in many cases, cannot provide reliable or fair
credit services either. 

However, the test of success can be widened to include building healthy
community-based institutions. These groups can erode the local culture of
repayment, stifle democratic leadership, and entrench the prevailing cyni-
cism about collaboration. In short “impact” – on livelihoods, on the very
poor, on citizenship, or on any positive scale  –  is unlikely to be achieved. 

Toward institutional sustainability in Cambodia

The history of efforts to nurture CFIs in Cambodia leads to the conclusion
that, while financial sustainability is necessary for success, it is insufficient
by itself. CFIs must be institutionally sustainable (see Box 8.3) as well. The
institution must be robust enough, after the NGO phases out, to resist
efforts by patrons to secure control and re-establish traditional, personal-
ized resource allocation methods. Only then can CFIs achieve real sustain-
ability, especially a real impact at a household level.

However, evidence from the sector’s NGOs indicates that institutional
sustainability is a significantly greater problem than financial sustainability in
rural Cambodia. Many NGOs that have not phased out are hesitating and
fearing that the CFIs they have built are too weak to achieve sustainable
impact.

For the institution to be sustainable, its members must be ready to
stand up for its rules and their rights, and correspondingly to hold their
managers and directors accountable. In other words, they have to see
themselves as the owners of the CFI. However, this self-perception is very
weak.
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Institutional sustainability

To achieve impact on member’s livelihoods, financial sustainability
is not enough. Shareholders must also be able to ensure that profit,
loans, jobs, offices and other benefits are allocated according to fair,
pre-agreed rules. In other words, members must have effective
control of the CFI.

Box 8.3



Legacy of pre-mature external capitalization

Throughout the 1990s (and continuing today) international and local
NGOs formed hundreds of CFIs and transferred large capital grants to
them. Even today, there are almost no CFIs in rural Cambodia funded
locally. The few success stories are the exceptions that prove the rule. Ini-
tially funded by grants, they have been profitable enough to accumulate
some retained earnings and distribute dividends to their members.
Because of their external capitalization they, however, have not yet tried
to attract local savings or shares in meaningful amounts. 

This policy (and legacy) of external capitalization has three adverse
implications for internal control:

• It increases the attractiveness of the group as a target local patrons
would like to control.

• It limits the members’ need to contribute their own capital, reducing
their psychological commitment to the group and to individual
savings.

• It raises genuinely difficult questions about who owns the funds; ques-
tions that are most easily resolved by reference to traditional resource
allocation systems.

There is probably no greater pressure that can be put on an infant
internal control system than a large external grant. External grants create
enormous temptations among CFI shareholders to bend or break share-
holder agreements, and many ways of doing this have been documented
in rural Cambodia. 

A view is emerging in Cambodia that subsidized credit, which is unpre-
dictable in size and timing, can actually reduce the ability of a village to
look to its own resources to bring about change. In the words of Meas
Nee, a respected local practitioner who has devoted much of his career to
developing healthy village-level institutions: “. . . this dependence on
outside assistance is a factor retarding recovery. . . . The restoration of
local community in the aftermath of conflict depends largely on the local
people themselves” (Meas and Healy, 2003, p. 42).

This raises questions about the current mix of donor funds targeting
CFI development in Cambodia. A rebalancing away from external credit
towards capacity-building activities such as training, technical assistance,
and better shareholder facilitation processes is certainly in order. 

Awareness of rights and information management

To exercise their rights as shareholders, poor people must have access to
the information needed to ensure that their agreements are being kept.
In practice, however, shareholders in Cambodia rarely have access to this
information.
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The 2001 study cited earlier, focused on CFIs promoted by integrated
development NGOs in Cambodia. It concluded that:

[t]he better-off, the more powerful, the most self-confident and men
often enjoy greater benefits than others. . . . Financial management
skills within the groups remain weak, and low literacy levels among
members inhibit leadership accountability and rotation, in turn affect-
ing the potential for sustainability.

(Walter, 2000, p. 48)

A major contributing factor is the high levels of illiteracy in Cambodia.
According to CARE (an international NGO) Cambodia 48 percent of men
and 29 percent of women are functionally literate; lower in the rural areas.

As long as information management requires formal literacy skills, most
poor rural women will depend on literate patrons to protect their rights as
shareholders. Conflicts of interest between shareholder and family roles
are common and managing them is not well understood in traditional
Cambodian villages. This situation breeds a high degree of instability and
undermines the foundation of internal control. The yawning gap between
oral and literate cultures further destabilizes CFI practices of accountabil-
ity and information management. 

Both democratic institutions and financial services present special chal-
lenges for primarily oral societies. Model constitutions, savings, loan con-
tracts, policies and others are primarily lists of time-tested solutions to
dynamic human problems. The articles and clauses balance the antici-
pated needs and rights of many stakeholders – shareholders, directors,
staff, borrowers, savers and the wider community. They may seem highly
abstract and complex in the rural village, where most CFI members have
never experienced similar problems.

This complex information is far removed from the adrenalin-pumping
(and memorable) calls to action of epic poetry, political oratory or
evangelical preaching. Indeed, the only type of communication further
removed may well be the account books and financial statements govern-
ing day-to-day savings and loan operations. 

Micro-credit institutions and information management

Cambodian micro-credit institutions (MCIs) and cooperatives have been
very slow to address the challenge of building financial institutions in a
predominantly oral setting. The assumption that savings, loans and co-op
management and governance are – and must be – paper-based activities,
has rarely, if ever been questioned. So practitioners seek out literate vil-
lagers to run CFIs, with perverse results. NGOs intending to empower
women have handed control to men and other village leaders due to
administrative imperatives that heavily favor literacy. 
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By contrast, the written word is viewed not just with respect but also
with some skepticism in oral communities. Walter Ong, a linguist who has
studied this phenomenon in many cultures, concludes that in oral cul-
tures “witnesses were prima facie more credible than texts because they
could be challenged and made to defend their statements, whereas texts
could not” (Ong, 2002, p. 95). This attitude was usually accompanied by a
healthy recognition that documents could be, and often were, forged or
falsified, at the time of their creation or later. 2

Why must thousands of illiterate borrowers and depositors sign con-
tracts whose terms are vital to their livelihoods, yet are written in opaque
phonetic script by MCIs? 

Micro-credit institutions long ago determined how to have the bor-
rower agree to a loan (sign with a fingerprint). Why is it so difficult to
have her understand what she is signing? Why is it so difficult to offer her
the tools she needs to recall the details of the agreement later, when she
really needs to?

As CFIs begin to network to benefit from economies of scale in some
services, the failure to address the needs of illiterate borrowers, savers and
shareholders can lead to an even wider gap between oral and literate
worlds, as the example in Box 8.4 illustrates. In this CFI network, as in
most in Cambodia, board members are mostly illiterate.

How do practitioners bridge the gap between model constitutions and
loan contracts and the needs of oral societies? In the words of Walter Ong,
“the only answer is: think memorable thoughts. You have to do your thinking
in mnemonic patterns, shaped for ready oral recurrence” (Ong, 2002,
p. 34; italics mine).
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Procedures for SME Loans in a Cambodian CFI Network

“Procedure#1
Submit loan application forms with thumbprints of the Board of Dir-
ectors indicating their approval including te following documents:

• copy of the by-laws of the CFI
• list of members of the Board of Directors and employees
• Savings and Loan Policy
• Aging report
• financial report ant audit report
• list of members waiting for loans
• estimated cost of the project”

Source: Sample SMI lending policy of Cambodian CFI network

Box 8.4



Information management tools for CFIs in oral societies

A list of information management tools that may be useful in Cambodian
villages is presented in Table 8.2. There are two categories of tools – those
depending entirely on human recall, and those that depend partly on
physical records/objects, accompanied by commonly agreed rules of use.

An oral culture is one in which many or most people are unable to read
or write. However, orality is more than simply an absence of literacy. Just
as blind people can have unusually well attuned hearing, oral cultures can
accomplish feats of recall that most of us would consider impossible
without recourse to written text.3

What shape do memorable thoughts take? In oral societies, transforming
uninteresting but important information into a recallable and hence action-
able form was the job of the poets. Homer, for example was a “tribal ency-
clopedia.” He “provided all the information necessary for life in tribal Greek
society. From Homer the listener could learn how to rig a sailing ship, how
to dress for battle, and how to behave in court” (Logan, 1986, p. 102).

Physical actions like gesture, expression and intonation support poetic
techniques and recall for both poet and audience. Much information is
handed down in storylines – in Genesis a storyline livens up a lengthy and
tedious genealogical list – vital to tribal continuity. Music, song and acting
can all support recall, as can settings, costumes and props. Religious
recitations use sensory effects like incense, candles and architecture.

Written phonetic script is a highly abstract technology  –  the most
sophisticated stage in the evolution of physical record-keeping. But oral
societies can and often do use more informal methods to keep physical
records. These include physical objects,4 pictures, symbols and even
numbers and charts made from local materials (as proponents of
PRA/RRA techniques can attest). 

In general, agreements should not be backed up using opaque
methods such as formal writing unless there is a compelling need to do so.
However, for certain purposes, scribes have played a useful role in pre-
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Table 8.2 Information management tools for CFIs in oral societies

Methods based on recall Methods based on record-keeping

Individual memory Pictures
Collective memory � agreement Symbols
Poetic devices (rhythm, rhyme, PRA/RRA tools

alliteration, etc.) Numbers (including numerical dates)
Song Physical records (symbolic objects, 
Story-telling and related devices coloured boxes, etc.)

(heroes, conflict, imagery, etc.) Scribes (e.g. high school students)
Music
Theatre and related devices (gesture, 

action, costumes, sets etc.)



dominantly oral societies. Evidence from Bangladesh suggests that formal
record-keeping can be a sustainable para-profession, and that high school
educated youth may have a valuable role to play in service delivery
(Matthews and Ali, 2002, p. 254).

A surprising range of activities can be managed by CFIs with no written
records. ROSCAs (Rotating Savings and Credit Association) rely on group
decision-making and collective memory to manage savings and loans.
CARE is tapping oral recall methods in Niger, where its ASCAs (Accumu-
lating Savings and Credit Association) are even holding small sums of cash
between meetings (correspondence with Hugh Allen, April, 2003).5 Cash
balances, accumulated profit and other key information are repeated and
up-dated at each meeting. Individuals are delegated to remember the
names of debtors and amounts outstanding. 

Record-keeping will continue to be essential, particularly as the scale
and scope of CFI operations expand.6 Now, flexible and contextually sen-
sitive tools are needed to support CFI institution building and financial
service delivery. These are analogous to the tools of rapid/participatory
rural appraisal, and rely heavily on symbols, relational formatting, group
transparency and collective memory.

The CARE Niger program has developed some very simple forms (see
Figure 8.1), but they still rely too much on the written word. What they
demonstrate very clearly, however, is that the number of concepts that
need to be agreed among participants, and reduced to a format that is
user-friendly in an oral society, is manageably small. 

The essential aspects of the agreements of CFIs are not complex. They
can be managed in a way that is friendly and transparent to all users
through a mix of recall and record-keeping methods. They can be “guess-
able” by poor rural women unfamiliar with their meanings. Some may also
provide bridges to formal literacy.
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Starting number of shares
Total number of shares bought this period
Total number of shares redeemed during period
Net shares end period (to be carried forward)

6
7
0
13

Single share value
Cycle Number

TShs 500
2

Meeting number Shares bought per meeting

4

5

6

Figure 8.1 Shareholder agreement, CARE Tanzania (source: adapted from
Jozani Savings and Credit Associations (JOSACA) – CARE Tanzania
Training Guide, December 2000).



Much more work is needed, however. Oral methods of mainstreaming
rules-based processes such as dispute resolution, the conduct of meetings,
selection and accountability of managers, management of relations with
shareholders and other stakeholders, loan diversification and allocation,
interpreting and changing the rules, and so on are vital to long-term insti-
tutional health. Sponsoring NGOs must have staff with the experience and
skills to audit these processes effectively (“micro-auditors”).

REFLECT: protecting the rights of illiterate shareholders?

For many difficult years people needed all of their energy to safe-
guard the survival of their immediate family. Is it time now for the
energy to be redirected to the community?

Meas Nee and Joan Healy

REFLECT (Regenerated Freirean Literacy through Empowering Commun-
ity Techniques) is an approach to adult education, piloted by the British
NGO ActionAid in the early 1990s, which fuses the theory of Paulo Frieire
and the practice of Participatory Rural Appraisal (PRA). For an introduc-
tion to REFLECT, see Box 8.5.

As noted above, shareholders of CFIs must be aware of their rights and
they must be willing and able to assert their rights. (There must also be
external enabling actors; this problem is addressed in a separate action
research study.) While REFLECT has frequently been used in other
sectors, it has rarely been applied to the practice of microfinance.
However, it offers promise to address the problem of weak internal con-
trols within CFIs because of the following reasons.

• It is rights-based: the motivation to learn is derived from a conscious-
ness of rights and an intention to develop local ways to protect them.

• It respects the principle that shareholders must be the first line of
defense in protecting their own rights.

• It can provide a setting for the emergence and development of effect-
ive leadership within the group.

• It uses RRA/PRA techniques to consult with CFI members on the
problems and opportunities they face related to financial behavior as
well as CFI roles, responsibilities, reporting and record keeping.

• It uses situational literacies, combined with other user-friendly
methods to support the efforts of non-literate CFI shareholders to
establish an open-ended, sustainable institutional framework for pro-
tecting their rights.

In a post-conflict setting such as Cambodia, poor people often cannot
imagine the possibility of working together in ways that really change their
lives. They respect outsiders and accept credit delivered to their villages.
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But the war and its aftermath have taught them not to trust those in
authority. There is no safe or open, democratic space to discuss the issues
holding them back from collective action. So they listen respectfully to
high-status NGO staff who tell them they must save together to achieve
development and self-reliance. And they do save – in large amounts – but
only in their own homes. There they lose, on average, about 15 percent of
their savings a year (Matthews, 2005, p. 26). 

REFLECT is designed to address just such situations. Effectively facili-
tated, it can support the efforts of identified groups (such as CFI share-
holders) to establish shared, transparent, sustainable ground-rules for
managing their shared efforts. As a result, it promises to support the
efforts of illiterate shareholders to reinforce their institutional roles, rules
and accountabilities, with record keeping and reporting systems that are
friendly to them.

REFLECT has been used with encouraging results to improve gover-
nance, record keeping and accountability in production cooperatives.
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Background on REFLECT

In October 1993, ACTIONAID began a two-year action research
project to explore possible uses of Participatory Rural Appraisal
(PRA) techniques within adult literacy programmes. This led to the
development of the REFLECT approach (Regenerated Freirean Lit-
eracy through Empowering Community Techniques).

“Graphics” constructed by literacy participants might include
maps of households, land use or land tenancy; calenders of gender
workloads, illnesses or income; matrices to analyse local crops, credit
sources/uses or participation in local organisations. Initially con-
structed on the ground, these graphics are transferred to paper
(using simple pictures) and are used as the basis for introducing
reading and writing in a meaningful context.

By the end of the literacy course, each circle will have produced
between 20 and 30 maps, matrices, calendars, and diagrams; and each
participant will have a copy of these in their books, together with
phrases they have written (so they individually produce a real docu-
ment). The graphics become a permanent record for communities,
giving them a basis on which to plan their own development.

As learners construct their own materials, they take ownership of
the issues that come up and are more likely to be moved to take
local action, change their behaviour or their attitudes.

Source: Archer & Cottingham, ActionAid, undated.

Box 8.5



In 1999, members of a Salvadoran cooperative farmers’ co-op used parti-
cipatory budget analysis to analyze internal processes in their stagnant 
co-op. As a result they identified corruption and non-transparency as
major issues. After a struggle, they managed to eject the corrupt leaders
and set the co-op on a transparent and financially stable footing
(Newman, 2000). 

In 2000 a failed multi-purpose cooperative in Lethoso was reorganized.
With external help REFLECT and other participatory practices were main-
streamed into governance, book-keeping, distribution of profits and other
key elements of shareholder control. Transparency was promoted as a
vital guiding principle for all cooperative activities. Structures and
processes were talked through and put in place to raise and deal with sen-
sitive issues constructively. 

As confidence in the governance grew, the members decided to set up a
burial benefit fund to which they contribute monthly. “That this scheme
was introduced, indicates that members had thought about ways to support
each other in the event of a crisis, and furthermore trusted the structure
and each other sufficiently to invest their money in it” (Attwood, 2004).

REFLECT is not viewed here as a panacea for the problems faced by
the shareholders of CFIs in Cambodia. CFIs that have already fallen under
the control of village and commune level patrons are unlikely to be able
to reverse their losses (and if they do, it is likely to be a very difficult and
painful process). 

However, solidarity within the group, combined with strong leadership,
are essential elements to success in building an alternative resource alloca-
tion system in the village. For example, the self-employed women’s associ-
ation (SEWA) has overcome similar challenges in building cooperatives in
rural Gujurat. SEWA invested heavily in developing strong female leader-
ship, which has helped to consolidate motivation and solidarity over the
long term (Rose, 1992, pp. 212–14). 

Community finance institutions that have not yet lost control of their
affairs, but may be at risk of losing control, are promising candidates. So
are new CFIs, and those that have shared control with an incubating
NGO, but now face phase-out. 

In exploring future prospects for their CFIs, members must assess care-
fully how higher status patrons are likely to react to the emergence of a
sustainable CFI in the village. They must reflect carefully, both individu-
ally and as a group, on whether their duties to such people can be recon-
ciled with duties to their CFI. 

In some villages, the road ahead will be hard, and members must take
careful stock of their collective level of commitment in advance. In others,
the CFI may not be seen as a fundamental threat to patrons whose hearts
seeks the welfare of their villages, and relations can remain cordial. In
either case, a careful reflection on options will leave participants with a far
clearer understanding of what it will take to build an institution in their
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village. It will also leave them armed with a more realistic awareness of the
personal contribution they can make to a healthy setting for future institu-
tional development in their village.

Notes
1 Even the traditional self-help associations sponsored by pagodas, ostensibly

intended to help the poor through the loans of cash and rice, can drift away
from their mission. A GTZ report found that “in most cases . . . the clientele
comprises relatives and associates of the committee members. And of course the
families in question were not poor” (Aschmoneit, 1998, p. 10).

2 Ong reports on a dispute between two churches over customs revenues in
twelfth-century England, centuries after the introduction of writing. The dis-
putants chose a jury of trusted, elder men who publicly recalled conversations
from their youth, with their ancestors, about how revenues were distributed gen-
erations before.

3 The Iliad, the Mwindo Epic, the Old Testament of the Bible and the Vedas are
examples of the many book-length works initially composed and handed down
orally before later being committed to writing.

4 In Cambodia rice is measured by physical record, using a small wooden con-
tainer (taou) and bamboo counting sticks (tiv). The method supports both
market transactions and loans in rice. It is transparent and user-friendly for illit-
erate people. The materials are easily made, cheap and locally available. 

5 See also Allen, 2002.
6 In the past decade strong evidence has emerged that the Mesopotamians had a

working system of record-keeping, accountability and control before they
invented writing (see Schmandt-Besserat, 1992; Matthews, 2003). 
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Small self-help groups





9 Membership-based indigenous
insurance associations in
Ethiopia and Tanzania

Joachim De Weerdt, Stefan Dercon, Tessa Bold and
Alula Pankhurst

Introduction

This chapter discusses a particular form of membership-based organisa-
tion of the poor – a membership-based indigenous insurance association.
They are associations of people who have an explicit agreement to help
each other in a specified way when well-defined events occur. These insti-
tutions are discussed in two rural contexts: of Ethiopia and Tanzania. In
both countries, they have gradually evolved into well-structured groups
offering insurance to help cover mainly funeral and hospitalisation
expenses. This chapter discusses their history, the way they currently
operate, their coverage, and their impact. As many of these associations
focus on funeral insurance, we discuss briefly some evidence on how they
have been affected by the HIV/AIDS crisis.

The literature on risk in development economics has analysed both the
extent of risk experienced and the responses to risk in developing countries
(for reviews, see Morduch, 1995; Townsend, 1995; and Dercon, 2002). One
key response is that households try to reduce the consequences of the risk
in their income by a variety of risk-coping mechanisms, including engaging
in forms of risk-sharing via informal arrangements. The key empirical
papers (such as Townsend, 1994; Grimard, 1997; Ligon et al., 2002) as well
as theoretical papers (including Coate and Ravallion, 1993; Genicot and
Ray, 2003) focus on “informal” risk-sharing arrangements, which should be
understood not only in the sense that they were taking place outside the
market place, but also that they were “informal” in that they were not based
on well-defined “formal” associations, with formally defined written sets of
rules or regulations governing their operation. These institutions are sus-
tained over time on the basis of implicit rules enforced by social norms, so
that, once joined, no one is tempted to defect later when they realise that
their own contribution is outweighing their personal and social benefits.
However, much recent theoretical literature has shown that norms or other
rules-based enforcement mechanisms are not necessary for these arrange-
ments to be sustained. In other words, incentive systems within the arrange-
ments can be designed to make the contracts ex-post self-enforcing.



There is some work that considers linkages between individuals and
households that identify specific people as their insurance partners
(Ayalew, 2003; Fafchamps and Lund, 2003; Dercon and De Weerdt, 2002;
De Weerdt, 2004). Even so, these contributions do not focus on groups or
associations, but largely on bilateral arrangements with a risk-pooling
purpose. This chapter goes beyond this analysis by discussing insurance
groups; indigenous associations common in developing countries with a
specific focus on insurance and with well-defined rules and obligations, in
the form of membership rules, specific contributions, and fines related to
deviant behaviour. In particular, it discusses membership-based indigen-
ous insurance associations in Ethiopia and Tanzania, based on a unique
data set on the functioning of these groups, with matching household
level data on the members. 

There is a considerable amount of literature on groups and associations
in developing countries and their economic impact. However, most of its
focus is on their role as “social capital”.1 The purpose or functioning of
these groups is less relevant in this literature. Other literature focuses on
development initiatives using community-based organisations. One strand
is related to health insurance, since many initiatives have developed
around voluntary but community-based health insurance (CBHI) schemes
(Jutting, 2003; Atim, 1998). Although some of the issues involved are com-
parable to those related to indigenous insurance groups, a key difference
is that CBHI schemes tend to develop with clear linkages to NGOs or spe-
cific health facilities. 

Discussion on membership-based indigenous insurance associations in
existing literature is very limited at present (but see Dercon et al., 2006).
In the Ethiopian context, Aredo (1993, 1998) has discussed funeral associ-
ations in some detail from an economic point of view. This study is differ-
ent in that it is directly based on survey data on the functioning and
membership of these institutions in a rural setting. There is a limited
amount of sociological and anthropological literature on these institu-
tions as well (for example, Pankhurst, 2003). In the Tanzanian context,
there appears to be no analysis of these institutions (except Dercon et al.,
2006). More generally, Rutherford (2001) has documented the existence
of insurance mechanisms for funerals across the developing world. Still,
no systematic economic analysis of these institutions can be found in the
literature. Although the present analysis is largely economic, it is also
informed by anthropological work focusing on the historical context and
evolution of the particular format of the institutions.

Many of the groups we discuss are focused on funeral insurance and
there are good reasons for this. First, funeral expenditure in much of the
developing world is usually large and tends to represent a large propor-
tion of households’ monthly income (see for example Roth, 1999; Ruther-
ford, 2001; Cohen and Sebstad, 2003; Coetzee and Cross, 2002). Second,
it is also a highly insurable event in these settings. Moral hazard is unlikely
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to be relevant for insuring a funeral. Given relatively high mortality, it is a
common event in families, but still typically with relatively low covariance. 

The next section will present the basic characteristics of these groups
based on unique survey data in both countries. The insurance cover pro-
vided and the basic functioning and history of these groups will be dis-
cussed. Section 3 goes on to discuss how different groups in the same
location relate to each other and how a localised insurance market
emerges. Section 4 discusses issues related to inclusion, exclusion, and
impact. Section 5 puts the emergence of these groups in an historical
context, while Section 6 looks at the available evidence of the influence of
the HIV/AIDS pandemic on these groups. Section 7 concludes.

Basic characteristics

A membership-based indigenous insurance scheme is a locally initiated
association of people, who have voluntarily entered into an explicit agree-
ment to help each other when well-defined events occur. We call these
organisations indigenous because they have grown from within the
community, without any direct outside involvement. We call them mem-
bership-based, because the group is completely owned and managed by its
beneficiaries. They are voluntary because no one is under strict pressure
to become a member of a particular group, definitely not compared to the
stricter kinship-based systems.2

We have data from two rural contexts, in Ethiopia and Tanzania, where
such institutions are prevalent and important in people’s livelihoods. First,
there are data from a number of communities in rural Ethiopia, studied as
part of the Ethiopian Rural Household Survey (ERHS). This survey has
been collecting panel data on households and communities since 1989,
focusing on 15 communities from across the country.3 In this study, data
are available on funeral societies in those villages. In total, detailed data
has been collected on 78 funeral societies in seven villages4 – about half
the number of funeral societies present in these villages. In one village,
the data were matched to the households in the household survey, allow-
ing some more detailed analysis. The village in question consists of
the communities in Sirbana Godeti, a relatively prosperous village in
Oromiya region in central Ethiopia, where about 30 funeral groups were
identified, about half of which were studied. Additional data from
communities in southern Ethiopia complement this analysis, although for
the time being these data are not fully analysed.5 It should be stressed that
some of the detail of the way the organisations function is different across
rural and urban Ethiopia, but most of the fundamental characteristics are
common across large parts of the country. In Ethiopia, the funeral associ-
ations are known as the iddir (e’dir) – these associations ensure a payout in
cash and in kind to their members when there is death in the member’s
family.6
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The second context is a village in Kagera Region in Western Tanzania,
called Nyakatoke, relatively close to the Ugandan border, near Lake Vic-
toria. A detailed census of all community organisations and informal net-
works, with an emphasis on insurance-based linkages, was conducted –
details are in De Weerdt (2004). Over 40 groups were identified and 20 of
these groups were classified as having a prime insurance function and
were included in the analysis. The “traditional” funeral society, the Bujuni
covers the basic funeral insurance, but several groups surround this to
give additional insurance. They include seven Women’s Associations,
themselves united in the Muungano (the Union of Women’s Groups), four
neighbourhood and five religion-based groups.

In strong contrast to informal networks of neighbours and friends, these
associations have clearly defined membership lists. By no means do these
groups consist of a loose, rapidly changing association of people. Member-
ship is confined to founding members and those applying to become
members afterwards. In both contexts, there is a membership fee to be
paid if one joins after formation. A number of instances were found where
groups have particular restrictions, such as by gender or age. Payments are
made when members incur costs related to funerals or hospitalisations
(sometimes also other events, see below, p. 162). The payout is conditional
on the relationship of the member to the deceased: for example, the
payment for the spouse of a member can be different from the payout for a
child or for uncles and aunts. Table 9.1 identifies the defining elements of
a membership-based indigenous insurance association.

Although payout systems differ widely between the two study areas and
per insured event, a unifying element is that they occur in cash, kind, and
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Table 9.1 Defining elements of membership-based indigenous insurance associ-
ations

Membership-based Owned and managed by its beneficiaries. There are
founding members and there is membership by
application. Typically there is a membership fee.
Sometimes there are restrictions to membership (e.g.
member belonging to a certain religion, has to be above
a certain age or has to be a woman)

Indigenous Grown from within the community, without outside
intervention. Different, for example, from a credit group
that has formed with the specific purpose of accessing an
NGO’s credit scheme

Insurance For well-defined events, there is a payout in cash, in-kind
and/or in labour. Often it will also include the use of
capital goods (e.g. sheets to make tents for guests)

Association They are formed explicitly and no one is automatically a
member (as is e.g. the case in kinship networks). Clearly
defined membership lists



labour. In-kind payouts can be, for example, food, grass for the funeral
guests to sit on, or the use of capital goods that the group owns, like big
cooking pots or sheets to make covers against the Sun. Contributions in
labour are given at the funeral or hospital, but also to catch up with lost
days of labour on the farm.

The payout systems are quite refined and in both contexts, there are
written statutes, by-laws, and records of contributions and payouts. There
will also be rules defining membership procedures, payout schedules, con-
tributions, and also a set of fines and other measures for non-payment of
contributions, or for matters such as failure to attend funerals or not con-
tributing enough in terms of labour on these occasions. 

Finally, one of the most remarkable findings of the work in these
communities was the very large number of membership-based indigenous
insurance associations in these communities. In Sirbana Godeti in
Ethiopia, a community about 400 households, about 30 iddirs were found.
In some other villages in Ethiopia, a somewhat more modest number
seems to be present but still five or more; but in a number of villages the
number of iddirs was well above 50. In Imdibir, one of the study villages,
the study was able to identify about 80–100 groups, albeit not all just cov-
ering the village, but with substantial membership in the village, despite
having only a population of about 350 households. In Tanzania, the
village studied (Nyakatoke) had a population of 120 households only, but
20 insurance groups were identified. It is obvious from this that people
can and usually are members of more than one association – see further
for more details.

What type of insurance do these groups provide? All groups in Ethiopia
propose funeral insurance. In Tanzania, all but one group provided
funeral insurance (the exception being a small group of 18, with only two
members from the specific village) and 13 groups provide hospitalisation
insurance. Table 9.2 gives the benefits paid out by groups for funerals and
hospitalisation (in the scenario wherein the member is sick or dies; this is
usually the maximum payout). At relevant exchange rates, the payout for
funerals in Ethiopia is $20 (40 per cent of total monthly consumption),
while for Tanzania it is $40 (60 per cent of total monthly consumption).
The notes in Table 9.2 contain further information on the comparability
of these two figures. The average payout for hospitalisation in Tanzania is
about $5 per instance, well below the payouts in the case of a funeral, but
still significant.

Table 9.3 summarises a number of crucial differences between the two
contexts. For example, in Tanzania, the main groups expected members
to provide their cash and in-kind distribution at the moment the death is
announced. In Ethiopia about 80 percent of the groups were charging a
regular contribution, usually monthly, from the members.7 In the village
studied in more detail, all but one iddir operated on this principle. In
more urbanised contexts, this percentage is close to 100 per cent. Virtu-
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ally, all groups discussed actually pay a monthly or similarly regular contri-
bution (Pankhurst, 2003).

A key consequence of this phenomenon is that some of these groups
retain substantial savings. In fact, in the full sample (i.e. including those
not charging a fixed regular contribution), asset holdings were on average
about 1900 birr ($190), a substantial sum in a country with a yearly GDP
per capita of only about $100. Many iddirs were found to have much more
in terms of accumulated savings; the highest sum reported was about
$3000. Obviously, regular membership contributions and group sizes play
a role here as well. Average contributions per month per member of the
63 Ethiopian groups charging a regular contribution (either weekly, fort-
nightly, or monthly) were 1.64 birr per month (the median is one, the
range was 0.25–5 birr, the standard deviation is 1.44). Contributions are
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Table 9.2 Payouts for funerals (in case member dies) and hospitalisation

Mean Standard deviation Median

Tanzania (in TSh)
Funeral 31,372 24,796 22,070
Hospitalisation ,3856 ,3461 ,3000

Ethiopia (in Birr)
Funeral 3,206 3,177 3,150

Source: Own data.

Note
The mean Tanzanian funeral payouts include TSh26,601 as in-kind benefits. Ethiopia does
not include in-kind benefits. Exchange rates at the time of the surveys: $1� 10 birr and 800
Tanzanian Shillings. Payouts are defined when the member (policy holder) himself or
herself dies. If a relative of the member dies, a lower payout will be made. In Tanzania, the
funeral benefits would be on average only TSh16,655 if the Muungano is counted as a separ-
ate group. However, since being a member of a Women’s group implies membership of the
Muungano, the benefits of the Muungano are added to the benefits of each specific
Women’s group.

Table 9.3 Premiums, asset holdings, entry fees and group size in Ethiopia and
Tanzania

Ethiopia Tanzania

Usually, regular contributions in Contribution only when the funeral 
cash (average about $0.16) takes place

Cumulative Asset Holding, largely in Limited assets (durables)
cash (mean � $190)

Usually relatively substantial entrance Relatively limited entrance fee (mean 
fee (mean � $4 per family) for women’s groups � $1)

Mean group size is 84 (median�55) Mean group size is 24 (median� 18)

Source: Data collected by the authors.



fixed per member, irrespective of age or family size. Groups in Ethiopia
were also charging substantial entrance fees for anyone currently wanting
to join: about 42 birr, or 25 times the monthly contribution. Interestingly,
about 40 per cent of groups reported setting these entrance fees as a fixed
contribution, the rest suggested a formula based on the current assets and
property per member. Furthermore, groups in Ethiopia were larger, on
average about 84 members, with a median of 55, compared to an average
size of 24 (median 18) in Tanzania.8 Although a few very small iddirs were
found in Ethiopia, in each of the seven villages the average size is larger
than in Tanzania.

The emergence of an insurance market

This section discusses the inter-linkages between groups in the same
community and aims to show how a localised insurance market emerges.
Some of the surveyed Tanzanian groups make membership conditional
on membership of other groups in the village. For example, the women’s
groups are clearly providing supplementary insurance over and above the
village level burial society, the Bujuni (which is the Haya word for “mutual
help”). The women’s groups explicitly state this in their statutes: only
women from Nyakatoke whose husband is a member of the village burial
society may belong. The insurance they offer is meant to cover expenses
not covered by the burial society. The neighbourhood and religion-based
groups are similarly providing supplementary cover. 

The Ethiopian groups, typically, do not have terms of conditional mem-
bership and households are usually free to join as many or as few iddirs, as
they want. Most villages have a number of iddirs, largely differentiated in
terms of the amount of cash offered in the event of a funeral, and related
to this, the regular contribution paid. Although the groups spoken to in
Ethiopia clearly emphasise funeral insurance, a substantial number offer
other benefits to their members. First, about 64 per cent of groups offer
loans to members, provided the funds are available, with clear (and strictly
enforced) rules governing repayment. Members have to present a case for
obtaining a short-term loan, and the most commonly accepted reasons are
additional funeral spending, illness, and destruction of a house. To put it
differently, short-term credit is offered to provide additional cover, mainly
for shocks. Second, 64 per cent (but not necessarily the same groups as
those offering loans), offer other forms of insurance, but the cover
offered is clearly dependent on the group. Table 9.4 summarises the types
of insurance they offer and it is clear that each group that provides addi-
tional cover, offers only a limited set of other benefits such as fire and
house destruction insurance. About 30 percent of the groups offering
additional cover provide payouts in case of serious illness in one way or
another. Note that in all cases no additional premium is charged, but all
are included in the basic premium.9
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The surveyed groups in Tanzania, in contrast, offer a wider variety of
insurance products. For example, Bertha’s group has 11 members and
offers TSh 100, 30 fingers of bananas and three bowls of beans when there
is a funeral, while Eles’ group has 17 members and offers 3kg of meat, two
hands of bananas, and five bowls of beans.10

But groups will differ in more than just the premiums and payouts they
maintain. In the Tanzanian context, a woman typically moves to the
village of the husband upon marriage. If a funeral occurs in her home
village, then it is typically expensive for her to attend it as there are trans-
port costs, contributions, presents, clothes, and others to be bought. Some
groups in Nyakatoke extended their coverage to also include funerals on
the woman’s side of the family. Subscribing to such a scheme will increase
a woman’s bargaining power vis-à-vis her husband when deciding whether
or not to attend a funeral in her home village.

These groups are completely owned by their members and one mani-
festation of this is how innovations occur. For example, in Tanzania, the
main groups expected members to provide their cash and in-kind distribu-
tion the moment a death is announced. It usually only takes one day for
the group to get organised. This means that on the first day there will be
no contributions, but still visitors will start pouring in and they need to be
catered for. Therefore some people have organised themselves in mwatani
wabaki groups that hold stocks of beans (collected after the bean harvest),
own some cups and saucers, and have a commitment to be ready to help
from the first hours.

Clearly, there is an element of choice of product in these communities
and people can express their preferences for different insurance pack-
ages. Furthermore, as they are in a very real sense the “owners” and the
“beneficiaries” of these insurance schemes, they are guaranteed to be
engineered in a way that benefits the members most.

A last example of an innovative insurance market structure comes again
from Tanzania. As noted before, there are seven women’s groups in this
community. After a period of working independently they decided to join
in a super-structure called the Muungano or the Union of Women’s
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Table 9.4 Types of additional insurance offered in Ethiopian iddirs (as a percentage
of those groups offering additional cover)

Type of insurance Percentage

Destruction of house 40
Illness 30
Fire 28
Death of cattle 24
Harvest 14
Wedding 14

Source: Data collected by the authors.



Groups. The Muungano provides a minimum package of insurance when a
member is hit by a funeral or a hospitalisation. Outside of this insurance
package through the Muungano, each women’s group is free to add on
additional features to the insurance package, but then only for its own
members. The Muungano does not have individual members, rather each
of the seven groups is a member of this super-structure. It is the group
rather than the member that is responsible for paying the premium. This
means that monitoring and enforcement occurs within groups of 8–20
people, but insurance is obtained from a pool of over 100 people. This, is
of course, is very similar to the idea behind group-based lending made
famous by the Grameen Bank. The main difference is that in Nyakatoke, it
grew completely from within the community without outside interventions
aimed at creating these groups.

Inclusiveness and impact

These insurance groups are remarkable not only by their functioning but
also on account of their widespread membership. This section looks at
what determines membership, how much protection is offered, and how
important this insurance is for its members. In the sample of 15 Ethiopian
villages (the ERHS), it was found that about 80 per cent of households
were members of at least one iddir. However, after excluding two villages
in the most northern region of Tigray, where, apparently, these institu-
tions are not yet present, membership is virtually comprehensive. They
could be found in all the other villages included in the sample and in
almost all villages, more than 95 per cent of households were members of
at least one group.11 In one village, Sirbana Godeti, where groups were
matched with household data, it was found that households were
members of up to eight groups and, on average, a member of between two
and three groups. In Tanzania, with data on only one village, about 95 per
cent of household were members of the village level Bujuni. Almost all
households with a female adult took out additional insurance from one of
the seven village women’s groups. Overall, households are members of
about three groups.

The widespread membership across the population suggests that these
groups are quite inclusive. Even though the percentage of people not
included is relatively small, it is still relevant to explore who may not be
included in these schemes. The Ethiopian data12 was used to investigate
whether membership was affected by socio-economic characteristics. It was
found that the probability of membership increased with the age of the
head and with household size. This is consistent only with people typically
considering joining iddirs after they marry and start a family. There was no
effect from current living standards.13 Mariam (2003) suggested that in his
sample of 1200 households, mainly in rural Ethiopia, those not members
were either newly arrived migrants, who were not yet well established in
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the area, or those not yet married but already cultivating their own land as
an independent family member. In Tanzania, the few not included in any
scheme were not significantly different from others. In both contexts,
funeral groups were originally based on ethnicity, religion, and kinship,
but the large number of different groups available means that there every-
one could, in principle, be a member of some group. For Ethiopia,
Mariam (2003) added that all iddirs in his sample area now state that
anyone in the same locality, regardless of religion or socio-economic
status, could apply to be members. In Tanzania, qualitative interviews with
members and non-members confirmed that once one is willing to adhere
to the rules of the group and give timely contributions when the rules so
demand, there is likely to be no objection to anyone joining a group.

However, in both cases there is evidence that the extent of coverage is
higher for richer households. In both contexts, households can be
members of different groups. As a result, people can choose to have more
insurance coverage by joining more groups, or by joining groups offering
higher insurance linked to higher contributions. This is investigated
further in both data sets. In the data on Nyakatoke, an investigation on
the coverage taken out by households suggested that the mean funeral
coverage was equivalent to about 21 per cent of total yearly household
consumption (while health coverage offered was on average about 2 per
cent). In Ethiopia, it was not possible to analyse coverage on the full data
set, but there is data on total payments over a four-month period in 1997
by households to iddirs, which will give a good indication of the coverage
they could themselves receive. Table 9.5 reports the result of simple
regression analysis, linking the funeral coverage (Tanzania) or total con-
tributions (Ethiopia) to a set of characteristics. For the Tanzanian data,
ordinary least squares were used; for Ethiopia, where about a fifth of
households did not spend on iddirs, a tobit model was used to account for
the large number of zero observations. In Ethiopia, the regression con-
trols for community fixed effects, so the focus is on within-village differ-
ences. The characteristics used were household size, age of the household
head, whether the head had completed primary school, sex of the head
and a set of (cumulative) dummies for wealth (based on the overall con-
sumption levels). The Tanzanian data also allow for controls for the loca-
tion within the village and for the shared genetic stock with other people
in the village.

The regression suggests that larger households take out more coverage,
which suggests that they respond to the incentives given in the scheme;
larger households stand to benefit more from the system. In all groups,
the policy covers all members of the household irrespective of total house-
hold size. However, there is no extra cost when insuring extra individuals
within a household – so it is relatively more advantageous for larger house-
holds to join. The other key effect is that the poorer households have
significantly less insurance. In the Tanzanian data, the richest 75 per cent
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dummy is positive and significant, while no other wealth dummies are
significant. The size of the wealth effect suggests that, in Tanzania, the
poorer have typically 25 per cent less coverage than the average house-
hold does. Similarly, in Ethiopia, contributions systematically increase with
wealth, and there is clear evidence of the richest 25 per cent insuring
themselves significantly more than the rest.14

A further issue is the composition of the groups: who joins what type of
group? Is there any evidence of matching or selection in the group com-
position? Assortative matching is typically considered as a benefit in terms
of being able to save on information and enforcement costs – it is often
suggested that similar people will find it easier to monitor and enforce
contracts (Hoff, 1997; Ghatak, 1999). Nevertheless, analysis of the group
composition in the matched data of households and groups in both coun-
tries found only limited evidence of matching in terms of wealth. For only
one group out of 18 could any clear evidence be found that they are
poorer than the others – hardly systematic evidence of matching by
wealth. In De Weerdt (2004), this was found to be rather different when
investigating pure “informal” linkages between households in the Tanzan-
ian sample (where linkages were defined on the basis of household and
individual level questions on “who would you turn to for help?” and “to
whom would you give assistance?”). The evidence showed that wealth and
geographical distance mattered significantly and strongly in determining
these linkages. In other words, this suggests that these more formal organ-
isations can afford to allow people from a more diverse background to
become members, presumably, since clear rules and regulations can com-
pensate for some of the informational and enforcement advantages of
social and geographical proximity.

Finally, how important are these groups for the households involved?
Funeral costs are very substantial – although the full costs are hard to
estimate, but definitely a significant proportion of a month’s income. In
Ethiopia, the average cash payout per iddir is about 40 per cent of monthly
household consumption, while in Tanzania it is 25 per cent (and the
average household in both countries is usually a member of more than
one group). So these groups appear to be crucial to allow households to
cover funeral expenses. In Tanzania, the average medical bill for house-
holds in the sample reporting serious illnesses in the sample is around $5,
exactly the same amount as the coverage by just one group. However, one
should not forget that, apart from this substantial insurance, much risk
remains uninsured resulting in substantial welfare fluctuations and losses
– for example, see Dercon and Krishnan (2000) and Dercon and De
Weerdt (2002). Dercon and De Weerdt (2002) found that health shocks
were causing households to cut back on average about 20 per cent of non-
food expenditure in the Tanzanian sample. In Ethiopia in 1994–5, more
than 10 per cent of households drifted into poverty directly related to
shocks.
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History

It may be tempting but completely misleading to consider these insurance
groups as age-old traditional institutions. There is no doubt that mechan-
isms of mutual support would have existed in traditional society, but this
does not imply that the currently observed associations are just replicas of
these mechanisms. In this section, a brief discussion of the origins of these
institutions is presented – more details can be found in Pankhurst (2003)
and De Weerdt (2001). The main point in this section is to show that
these institutions are best understood as organisational structures
developed in interaction with the general socio-economic and political
context, and that they evolved in response to changes in this
environment.15 Some of the existing literature on these institutions in
Ethiopia appears to take issue with this view, not least with some of the
detail involved (Aredo, 1993, 1998). For example, Aredo (1998) suggests
that these institutions may even have existed in the nineteenth century –
even though there is no clear evidence in written sources on this, and our
own investigations in the same field setting as Aredo suggests that the basis
for this claim is weak. In any case, much more work is needed to properly
settle some of these issues.16

In the debate about the origins of the iddir in Ethiopia, a number of
interrelated issues have been debated. First, is it basically a rural institu-
tion transposed in an urban setting or is it an institution that emerged in
the context of urbanisation and then spread to rural areas? The answer
depends on what iddir means. Societies across the world have cultural
requirements for burial and some rules of conduct regarding the way co-
operation and mutual support is required for funerals. However, the spe-
cific way the iddir is organised suggests that it emerged in a context of
monetisation and literacy, and probably closely linked to urbanisation –
and the need to have clearer community links and obligations.17 The avail-
able data suggests that it is an early twentieth-century institution, probably
started by migrants and it was initially linked to the Gurage, an ethnic
group with a history of migration and trading.18 The number of iddirs
increased significantly in the capital, Addis Ababa, during the Italian occu-
pation (1936–40) and they started spreading from urban areas to rural
areas thereafter. 

There is also little evidence that there has been any outside influence,
for example from similar institutions across Africa. If anything, it is likely
that they emerged in parallel with similar organisations across Africa and
elsewhere. There is also evidence of a complex relationship with the state.
Until the 1960s, iddirs had been relatively invisible institutions. This
changed in the 1960s, when municipal authorities in Addis Ababa and,
more generally, the Ministry of National Community Development sought
to promote collaboration between iddirs and the government. At the same
time, some politicians used these associations as platforms for political
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purposes. In this period, different iddirs became involved in broader devel-
opment activities. An attempted coup in 1966 partly blamed on an
indigenous migrant association, meant that the state tried to establish
more control over these associations, including iddirs. The revolution of
1974 brought the Derg to power, after which the leadership of the iddir
was considered reactionary elites and most iddirs retreated to focus only
on burial activities, and the formerly strong urban associations were mar-
ginalised. Nevertheless, the spread throughout rural Ethiopia clearly con-
tinued, while the size of some urban based iddirs increased considerably.19

In recent years, the EPRDF (Ethiopian People’s Revolutionary Demo-
cratic Front) government (which came to power after the fall of the Derg
in 1991) has increased its interest to work with associations like iddirs. The
Ministry of Health has expressed an interest in working with iddirs, most
notably in anti-HIV/AIDS campaigns, while there have been suggestions
to involve organisations such as the iddirs in spreading modern agricul-
tural activities. The government has also been interested in organising
iddirs within towns into broader associations. In the same period, certain
NGOs, notably ACORD (Agency for Cooperation and Research in Devel-
opment), have started to work with , although this remains largely a
limited number of instances or activities. Some iddirs have themselves also
started to try to expand their activities. For example, 21 iddirs in the west
of Addis Ababa have formed an umbrella association, strictly politically
neutral but focusing on developmental activities. 

The experience in Nyakotoke in Tanzania provides another interesting
example of how these institutions evolve in response to changing political
contexts. The village burial society, the Bujuni (meaning “mutual help” in
Haya) is a relatively old indigenous institution. However, it only became
more formalised after 1973, under the impulse of a migrant from another
village, who had suggested making the rules and regulations more
explicit. Some form of mutual cooperation existed similarly among
women, but formalisation came much later. In 1973, as part of the radical
changes instigated by President Nyerere’s ruling party, women were
forced to “unite” in formal groups as part of the UWT (the Swahili
acronym for the Union of Tanzanian Women), organised in relatively
large “village” level groups interpreted to include many communities
beyond Nyakatoke, with pressure to set up village shops and other collect-
ive institutions via (forced) contributions. The village shop became bank-
rupt five years later and increasingly, the UWT groups became just
political institutions. However, after this experience, some 70 women
decided to set up a group involved in economic activities to raise money
for events such as funerals, births, and hospitalisation, independently of
the UWT and surviving its gradual disappearance. The group did not
survive long and from 1984 factions broke away, and effectively these
groups became the predecessors of the current groups, with a common
element of providing insurance for funerals and hospitalisation. In 1994,
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the different women’s groups (under the impulse of a recent migrant)
formed the Muungano, the union of the women’s group, integrating the
basic minimum funeral and hospitalisation insurance. Since then, the dif-
ferent groups have experienced a relative degree of stability via the
Muungano. Overall, the groups clearly conform to the idea of an indigen-
ous association, even though they were initially inspired by the formalised
activities of the UWT. There is no evidence of any outside involvement in
any of the current groups or their predecessors, and linked to the bad
experiences in the UWT, they have stayed clear of any political capture
even at the local level, steering away from the activities of the ruling party
or the emerging opposition. The rules and regulations have clearly
evolved over time, moving gradually further away from economic activities
towards a clear focus on specific insurance.

The challenge of HIV/AIDS

HIV/AIDS has been ravaging the study area near Lake Victoria in Tanza-
nia for more than a decade, while in Ethiopia, the epidemic is currently
expanding at an alarming rate. This section discusses the limited evidence
available on the impact of the AIDS crisis on membership-based indigen-
ous insurance associations, particularly those concerned with funeral
expenditure insurance.

A priori, HIV/AIDS has brought about a fundamental change in the
risk environment faced by groups insuring funeral expenditures. These
institutions had been developing in a context of gradually decreasing mor-
tality figures in the decades until the 1990s. The impact of HIV/AIDS has
resulted not just in higher mortality, but has also brought about a funda-
mental change in the mortality risk distribution across the age, and pos-
sibly, even the wealth distribution. The result is that the likelihood of the
association being asked to contribute to the funeral of a member has
increased, putting pressure on the finances and sustainability of these
institutions. During interviews in the rural sample of iddirs in Ethiopia
used in this chapter, iddir leaders suggested that HIV/AIDS had only had
a limited impact on societies so far. This is likely to be correct: in rural
Ethiopia, the epidemic is only now beginning to spread and mortality
rates have just begun to increase. Consequently, iddirs have not yet had to
change their rules. In any case, in recent years, mortality figures in most
parts of rural Ethiopia are more likely to have been more affected by the
deaths of conscripts of the Ethio–Eritrean war of 1998–2000 and the
drought in 2001–2. However, many had sufficient information on
HIV/AIDS to report that premiums would have to increase in the future.
In the particular study village in rural Kagera in Tanzania, similarly only
limited impact of HIV/AIDS on groups providing funeral insurance was
reported although, generally, the groups surveyed were well aware of the
actual and potential problems involved. They also could report anecdotal
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evidence on changes in funeral societies’ arrangements in some areas
linked to HIV/AIDS, for example involving less expensive funerals.

The clearest evidence available on the impact of the crisis comes from
Pankhurst and Mariam (2004), based on a survey in urban Addis Ababa
on the impact of HIV/AIDS on the iddirs. They found that of 120 respon-
dent iddirs, 93 per cent reported experiencing an increase in the number
of deaths among their members in the last three years. The number of
households receiving burial support in the past had been about 20 per
group on average, but this average had now increased to about 31. The
observed increase in mortality was largely confined to the age group of
15–35 years, consistent with the demographic predictions on the impact of
HIV/AIDS. The iddirs also reported increases in bankruptcy of other
iddirs, due to increased mortality, while about a third of iddirs had already
started to respond to the crisis by increasing contributions or finding
alternative ways of increasing income, such as by renting out utensils.
Another study (Tesfaye, 2002) found similar consequences and responses
due to the crisis. This is also bound to put pressure on the poorer
members of iddirs. On the basis of the in-depth study of three iddirs in
Addis Ababa, Shewamoltot (2001) found substantial increases in regular
contributions and suggested that some members had already withdrawn
from the iddir due to the increased financial cost. Other iddirs tried to
contain the crisis by paying out only half the usual benefit at the time of
the death and the other half, conditional on the continuing payment of
the membership fee by the surviving family members. Finally, a striking
consequence of the HIV/AIDS crisis on the iddirs is that, all these studies
report that many iddirs have taken the lead in HIV/AIDS education of
their members – about half the iddirs interviewed in 2002 by Pankhurst
and Mariam (2004), now provided such information.

This evidence clearly suggests that iddirs are likely to come under
increasing pressure in the next few years making increased contributions
inevitable. The result is likely to be a less inclusive institution, with the
poor increasingly less able to contribute. The fact that iddirs are respond-
ing to the crisis in different ways is encouraging, and suggests that their
survival in one form or other may well be possible. In any case, if their
important function in the social fabric as a key social protection mechan-
ism is to be maintained, it may become even more important that policy
measures are taken to strengthen these institutions.

Conclusion

A membership-based indigenous insurance scheme is a locally initiated
association of people, who have voluntarily entered into an explicit agree-
ment to help each other in a well-defined way when well-defined events
occur. We call these organisations indigenous because they have grown
from within the community. We call them membership-based, because the
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group is completely owned and managed by its beneficiaries. They were
neither established nor developed by anyone but by their own members.
They are voluntary because no one is under strict pressure to become a
member of a particular group.

Historical analysis from some survey areas in Ethiopia and Tanzania has
shown that these groups are not “traditional” – a term that would suggest
that these institutions may have existed unchanged for centuries, whereas
they are often relatively new creations and have certainly been evolving
and changing.

Analysis from a survey of these associations, matched with household
data on the members and the population at large has shown that these
groups manage to insure a sizeable part of the expenditures attached to at
least some shocks. The associations seem to be inclusive, in the sense that
anyone who is willing to abide by their rules is able to join, and at least in
the areas under study, these groups showed a high prevalence. In most
communities we counted several such associations and most households
were members of more than one group. When different groups offer dif-
ferent products, it leads to the emergence of a localised insurance market
and introduces an element of choice for the households. Unfortunately,
despite these attractive characteristics, people are still found to be severely
affected by different manifestations of risk.

Finally, we noted that Ethiopian funeral associations are likely to come
under increasing pressure in the next few years, if HIV/AIDS makes
increased premiums necessary. The result is likely to be a less inclusive
institution, with the poor increasingly less able to contribute. A similar
story could not be confirmed for Tanzania.

Notes
1 Using Putnam et al. (1993), social capital can be defined as referring to fea-

tures of social organisation, such as trust, norms and networks that can
improve the efficiency of society. In particular, the focus is on the external
effects of community relations on outcomes of interpersonal interactions:
“strong” social capital tends then to be associated with economic success.

2 In Tanzania, there is some social pressure to be part of at least one women’s
group. Women not part of a group are considered anti-social and uncoopera-
tive. Still, they are free to choose which group to join, or even to set up new
groups.

3 Details of the overall survey are in Dercon and Krishnan (2003).
4 “Village” is used to mean a Peasant Association. Rural Ethiopia is administra-

tively divided into Peasant Associations, which are a collection of communities.
5 The data on Sirbana Godeti were collected in 2002, but the data on the other

villages were only collected from October to December 2003, and are not yet
matched to the household data.

6 “Iddir” is the generic name. In some areas, other local names are used – such as
“kire” in parts of Wollo. They are all referred to as iddir in this chapter.

7 Most of these groups would also ask for a fixed additional contribution at the
time of a funeral.
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8 Mariam (2003) reports even a mean group size of 175 in his sample of 52
iddirs.

9 In a study by Mariam (2003) of 52 iddirs in mainly rural Ethiopia, similar results
were found. The study reports that, besides funeral expenses, insurance and/or
credit was also given for house fire (44 per cent) and illness episodes (20 per cent).

10 Groups that have no name are identified by the name of the chairperson.
11 Other surveys confirm the widespread membership. Open-ended questioning

on which social organisations households are members of in a sample in South
Wollo collected found about 80 per cent of households to be members of at
least one iddir (Mogues, 2004; Mariam, 2003) reported in his survey of about
1200 households in 40 largely rural communities in Ethiopia that 87 per cent
of households were members of an iddir.

12 This analysis uses the 4th round of the data (from 1997) which included spe-
cific questions on membership. Membership in that round of the data was
about 75 per cent – below the estimate from other rounds – possibly due to
slight underestimation related to less precise use of the local terms to describe
the funeral societies, affecting data collection in two villages (one in Northern
Shoa and one in Daramolo). The regressions used a probit model, using
community level fixed effects.

13 In particular, current consumption levels are not significant. Land holdings are
also not significant, while there is a very small effect from livestock holdings,
increasing the probability of being a member, but the marginal effect is very
small and only significant at 11 per cent.

14 It is standard practice to have multiple memberships of groups as a means of
increasing coverage. Alternatively, it could be asked why they are not choosing
to increase contributions in the existing groups to get more coverage. When
discussing this with the groups, it was argued that the only feasible group struc-
ture is one in which everybody contributes the same, so that coverage is identi-
cal among members. Furthermore, it was often hard to find consensus among
all members to increase contributions once a group is established so that for a
member to obtain higher coverage, the most feasible route would be to also
join another group, unless enough people can be found willing to set up a new
group with higher coverage, and leave the original group. Membership fees
limit the incentives for this behaviour.

15 This does not contradict that these institutions are responses to market fail-
ures. Effectively, they are non-market institutions taking on functions that a
perfectly working insurance market could perform. But the specific form these
institutions take on is still conditioned by the local context.

16 It was striking that no specific literature dealing with these institutions and
their possible precursors in more traditional Haya society in Tanzania could be
traced.

17 Although this needs further analysis, it is striking that, in the villages covered
by the ERHS, villages in less densely populated areas and with poorer infra-
structure and market linkages, fewer iddirs were found. Furthermore, in one of
the two Tigrayan villages where no iddir was found, villagers simply stated that
this is something for town people and not needed in a (remote) village like
theirs where everybody still interacted with everybody else.

18 Pankhurst (2002) presents evidence that the first reported iddir was formed by
a group of Soddo Gurage traders, and gained legitimacy via a government
minister of Emperor Menelik at the beginning of the twentieth century.

19 There are examples of large professional or work-based iddirs in urban areas.
Note that the spread in urban areas is sufficiently large to imply that the vast
majority of urban dwellers will be members of one or more iddirs, across social
classes. Indeed, even the World Bank’s country office has its own iddir.
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10 SHG-based microfinance
programmes
Can they remove poverty?

Anand Mohan Tiwari and Sarojini Ganju Thakur

Introduction

In India, the self-help groups (SHGs) constitute a widely accepted devel-
opment strategy for poverty reduction as they are perceived as powerful
vehicles for the promotion of microcredit and microfinance, especially for
women. While there are some common elements that the SHG1 model
shares with the Grameen model of Bangladesh, such as using ‘peer pres-
sure’ as a substitute for collateral, in contrast to Grameen, the SHG-based
microfinance in India encourages ‘self’ management and ‘self’ regulation
of the groups’ activities. 

Self-help groups have proved to be very versatile and their members
have successfully taken up both economic and community-related inter-
ventions. It provides poor women an opportunity to take decisions involv-
ing themselves, their groups and their lives. Savings and credit is normally
used as an entry point for formation of SHGs since it gives the members a
chance to participate in decision-making and satisfies their short-term
credit needs. SHGs can be an effective tool for bringing about women’s
empowerment. This approach is now increasingly being recognized in
designs of recent programmes.

The SHG-based microfinance model in India encourages group
members to manage the group’s financial affairs and deposit funds in the
local bank in the name of the SHG. Members’ savings are initially used to
issue small loans to needy members. After gaining some experience of
credit handling, a SHG deemed ‘credit-worthy’ is issued a bigger amount
of loan by a commercial bank. Members are free to decide the end use of
this loan, its purpose and repayment instalment, without any interference
of the promoting organization or the bank, since the SHG is directly
responsible to the bank for repayment of the loan. The National Bank for
Agriculture and Rural Development (NABARD) has offered a basic frame-
work to the nationalized commercial banks for this purpose, which pro-
hibits insistence on collateral and any direct subsidy. 

Women-managed SHGs have shown remarkable growth during the last
decade in India. It is estimated that over 16 million borrowers, mostly



women, are linked with this mechanism (NABARD, 2004). Realizing that
they can be a promising tool in capacity building of rural poor, especially
women, central and state governments have vigorously supported the
SHG-centric models of development which was pioneered by civil society
organizations. A significant shift in the conventional SHG-based approach
was made through the Rural Women’s Development and Empowerment
(Swa-Shakti) Project (1998), which recognized poverty as a multidimen-
sional and complex phenomenon and emphasized a holistic role for
SHGS. Some second-tier micro-finance institutions have also emerged in
the last decade. 

This chapter seeks to examine the nature of the impact that microfi-
nance SHGs have on poverty reduction, and also the key factors that can
contribute to their improved functioning and sustainability. This issue was
felt to be of particular relevance after an internal evaluation commis-
sioned by the Rural Development Department in 2004, pointed out that
very few SHGs formed by various agencies are likely to survive after with-
drawal of the implementing agencies. This finding led to the present
study on the nature of functioning and sustainability of some SHGs
formed in Patan district where there are several implementing agencies
for SHG-based programmes. After briefly reviewing the literature on rele-
vant issues, this chapter describes four SHGs set up in the last several years
in Patan district and then focuses on alternative structures and strategies
for poverty reduction, which are being piloted in Gujarat. 

Role of microfinance in rural poverty eradication

The focus of this section is to briefly review the current thinking on some
of the debates around the issues that our empirical work in Patan district
is exploring. Since most SHGs are based on a savings and credit model,
this section examines the links between microcredit and poverty reduction
and empowerment. The poor are characterized not only by low levels of
income, but also by assetlessness, poor access to government services, lack
of opportunities for employment, vulnerability, isolation, dependence, a
sense of powerlessness and fatalism. In addition, illiteracy, ill-health,
gender inequality and environmental degradation are all aspects of being
poor. The exclusion of the poor, and poor women in particular, from
formal financial services provided by the state can be analysed in terms of
exclusions based on relationships of caste, class and gender as well as dis-
criminatory practices of the state.

In the poverty debate, a focus on women is critical for two reasons.
First, poverty has a female face and the phenomenon of the feminization
of poverty is well established. Not only are there numerically more poor
women than poor men, but women also experience poverty in more exac-
erbated forms than men do. In South Asia men are leaving agriculture
faster than women, giving rise to an increasing concentration of women

178 A.M. Tiwari and S.G. Thakur



on land. In India, 86 per cent of rural women workers are engaged in agri-
culture compared with 74 per cent of rural male workers. In addition, 20
per cent of rural households are headed by females (World Survey on the
Role of Women in Development, 1999).

Are microfinance programmes reaching the ultra poor?

The impact of micro-credit on poverty is not clear and continues to be
highly debated. The basis of many of the programmes is that microfinance
institutions which follow the principles of good banking will also be those
that most alleviate poverty. A key tenet is that poor households demand
access to credit, not cheap credit. Thus programmes can charge high
interest rates without compromising outreach. The argument that is com-
monly made in the microfinance context is that since moneylenders
charge high interest rates, microfinance programmes can too. But, while
poor households may borrow from moneylenders at high rates, they are
generally doing so to meet short-term consumption needs, not to make
long-term productive investments. Moreover, although there are some
poor households which are able to pay high rates, there are also many
borrowers who cannot pay high rates. These latter households tend to be
poorer and harder to reach with traditional programmes and they consti-
tute a larger fraction of client bases (Morduch, 2000). 

From the perspective of enterprise development, producing and selling
goods and services requires more than capital. It requires skills, other
materials, information, connections and transportation. Since richer
households tend to have more of these inputs, marginal returns to capital
are often higher for them than for poorer households. These richer
households will be more willing to borrow than the poorer households.
Poorer households are engaged in survival level, multiple income generat-
ing activities. Undertaking various occupations at the same time allowed
them to reduce the risk of income loss when the demand for services or
goods of one profession suddenly declines (Lepenies, 2004). 

Microfinance can play a role in increasing the income and the house-
hold consumption but the very poor may not benefit from it. An influ-
ential cross country study by Hulme and Mosley (1996) found that loans
produce the greatest percentage increase in the incomes of upper poor
and non-poor borrowers who are close to or above national poverty lines.
The extreme or core poor, the poorest 50 per cent of those in poverty
were not only less likely to participate in microfinance programmes, when
they did participate their post-credit incomes were less likely to increase.
Moreover, such increases as occurred were often too small and short lived
to enable exit from the poverty trap. As the poor are probably more risk
averse, they tend to take small, subsistence protecting loans without invest-
ing in new technology, fixed capital or hiring of labour. 

Social restrictions on women also limit their economic activities
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(Hulme and Mosley, 1996 and Lepenies, 2004). In micro-enterprises they
own, women work longer hours for less remuneration compared to men.
Women’s enterprises were also more embedded within the family, relying
on family networks for labour and credit. It is also established that enter-
prises which build on women’s traditional skills and occupations have a
greater chance of proving viable than those which require training in new
skills. Elsewhere, it is shown that economic conditions of the household
and women improve, but it takes a long time to get out of poverty.
Significant impact on poverty reduction depends on a cumulative loan
threshold (Hussain, 1984; Chen, 1984; Bruntrup, et al., 1997 and Zaman,
1999).

It can be concluded that the impact of micro-credit on poverty is not
clear. McGuire and Conroy (2000) suggest that access to credit has poten-
tial to significantly reduce poverty, but others argue that it has minimal
impact on poverty reduction.

While microfinance is meant to reach the poor, there are almost uni-
versally acknowledged views that most programmes, despite stated object-
ives, do not reach the poorest of the poor. One of the reasons is related to
the fact that loans which are normally given for self-employment, presup-
pose some degree of micro-enterprise and the long-term interest of every
implementing agency is to see that members quickly start taking loans for
income generation activities. 

Marguerite Robinson, the author of The Microfinance Revolution (2001),
has expressed her view succinctly when she wrote, ‘I do not want to reach
the poorest of the poor, I want to reach the poorest of the economically
active. In general, I believe the poorest of the poor are the responsibility
of the Ministry of Social Welfare, the Ministry of Labour, private charities
and so forth.’

SHGs as an empowerment tool

There are logical associations between poverty and disempowerment
because an insufficiency of the means of meeting one’s basic needs often
rules out the ability to exercise meaningful choice (Kabeer, 1999).
Empowerment refers to the processes by which those who have been
denied the ability to make choices acquire such ability. In other words,
empowerment entails a process of change. 

Empowerment does imply transformed awareness. It is a complex
process which involves a change in the perception of the women and their
relationships. For purposes of this chapter, the vision of empowered
women that we would like to use is of women who will2

• demand their rights from family, community and government;
• have increased access to and control over material, social and political

resources;
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• have self-confidence, self-esteem and enhanced awareness; 
• be able to raise issues of common concern and take action through

mobilization and networking.

The ‘SHGs for women’s empowerment paradigm’ maintains a clear focus
on reducing gender inequality and mainstreaming gender in the develop-
mental processes. Savings and credit is looked upon as an entry point,
though not treated as an end in itself. This approach essentially recog-
nizes that a ‘credit only approach’ fails to change the underlying gender
relations that place women at a disadvantage. The Indian model is, in fact,
regarded as the credit-plus model, wherein savings and credit are the
means for group formation and collective action and not the ultimate
goal. For women who have been confined to households, their mobil-
ization into a collective, propels them into a more community-oriented
entity, which gives them the basis for negotiating, sharing and bargaining
at multiple levels – the household, community and government. Such
groups give women the strength and self-confidence to resist the exploita-
tion that they face within the household and community. There are innu-
merable examples of the nature of strength women have acquired after
joining a group. Women members of the SHG have shown increased
levels of socio-political awareness and empowerment in the community,
raised levels of negotiating power and changes in community norms,
particularly in terms of changing attitudes to gender expectations
(Brahme, personal communications; Dash, 2003). 

Empowerment-oriented programmes emphasize the following key
aspects:

• Self-help groups, as a concept, need not be equated with savings and
credit groups and SHGs can come together even for non-financial
purposes.

• Targeted effort needs to be made to include the poorest of the poor
women. At times the very nature of the entry point activity involving
money alienates the poor.

• Capacity and skill building, awareness generation, access to informa-
tion, exposure to one’s own environment, knowledge regarding
government schemes and others encompass a process of helping
women gain control and take charge of their lives.

• Group meetings are treated as a forum to address women’s concerns
and community issues.

It is true that access to credit generates a form of economic empowerment
which can greatly enhance a woman’s self-esteem and status within the
family. In terms of economic empowerment, it was felt that economic
power and access to productive resources would weaken traditional
gender roles and empower poor women, but the majority of women
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micro-entrepreneurs could not even earn minimum wages through these
borrowings and the available evidence shows that their work loads have
increased considerably (Batliwala and Dhanraj, 2004). The increase in
income did not result in improved cooking facilities, better access to
drinking water or sanitation, or better health care and nutrition. Although
participation in microfinance programmes increases women’s mobility
into certain public spaces, the positive effect of participation on the con-
dition for empowerment is small since the women’s access to more remu-
nerative wage employment and mobility into the male dominated public
sphere is not increased (Kantor, 2003).

The historical involvement of banks and microfinance institutions in
India has ensured that SHGs adopt a minimalist approach and ignore
non-financial inputs like literacy, health, awareness, capacity building and
skill training. SHGs can become a good forum for women’s empowerment
provided the nurturing agencies take care to design their interventions to
improve the confidence level of members through better participation in
SHG meetings and more interactions with external agencies. Through this
process, members develop communication skills and are able to put
forward their views confidently. By their involvement in decision-making
processes, group members are encouraged to participate in bigger
decisions affecting them, their family and their community. 

Examples of self-help groups in Gujarat

The state of Gujarat lies on the western part of India. It has a population
of around 50 million, of which 65 per cent belong to rural areas. The state
has strong industrial capabilities with a high concentration of petrochem-
ical, pharmaceutical and textile industries and a long coastline leading to
impressive fishing and port infrastructure. Agriculture here is mainly
dependent on monsoon and due to recurring droughts, the rural poor,
comprising 15 per cent of the population, frequently have to take
recourse to government-supported wage employment programmes. Patan
district, having 80,000 poor rural households, falls in north Gujarat and
comprises some of the most resource-poor blocks of the state. 

The SHG microfinance movement has flourished in Gujarat also. It is
estimated that over 200,000 SHGs are functioning in the state, with the
Rural Development Department alone supporting over 65,000 SHGs. Of
these, close to 35,000 SHGs have been linked with commercial banks that
have extended credit of approximately Rs.200 million.

Out of a concern for the long-term viability of microfinance SHG’s in
Gujurat, one of the authors made field visits to a number of groups in
Patan district. Selected findings from visits to four groups will be
described here to illustrate the diversity of SHG approaches and to con-
sider implications for poverty reduction and women’s empowerment in
this region.
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Swa-Shakti project

The Rural Women’s Development and Empowerment (Swa-Shakti)
Project, which is being implemented in the Gujarat Women’s Economic
Development Corporation, is a Rs.1910 million project assisted by the
World Bank, the International Fund for Agriculture Development and the
Government of India. This multi-state project is based on the formation of
women’s SHGs for their empowerment. It recognizes the important role
of civil society organizations in developing group processes. In Gujarat, it
covers ten districts. 

One of the SHGs formed under this project in May 2002 in village
Sabosan was selected for detailed analysis. Each member was saving Rs.50
per month and more than 75 per cent of the members were regularly
attending group meetings. The group had started micro-credit activity in
January 2003 and had subsequently received a loan of Rs.25,000 from a
commercial bank. Members had saved Rs.22,310 and rotated the funds as
loans among them. By September 2004, the group had loaned Rs.64,200,
out of which Rs.23,700 was still with the members. The repayment rate has
been 100 per cent.

Savings were collected and loans issued in the group meeting. The
group had not started any other long-term activity. Although the project
aims at ensuring convergence with other programmes of the government,
not much progress had been made in this regard by the Sabosan SHG. An
analysis of its loan portfolio shows an interesting picture: 12 members had
obtained 22 loans with six members obtaining Rs.18,000 for medical pur-
poses, six members had obtained nine loans of Rs.31,000 for animal hus-
bandry, three members had got four loans worth Rs.8200 for service sector
activities and the remaining two members had obtained loans of Rs.7000
for other activities. Two of these members had taken loans of Rs.9000 and
5500 respectively, for animal husbandry. Three members had taken mul-
tiple loans for small enterprises. Overall, 40 per cent of the members had
started small enterprises after joining the SHG and an internal assessment
of the project revealed income enhancement of Rs.200–1000 per month
for individual members.

Watershed development projects

These development projects are jointly funded by central and state gov-
ernments. Each of these projects aims at livelihood security through water-
shed development and community mobilization, and has a provision
of Rs.3 million per micro-watershed of 500 hectares. Women’s SHGs
were earlier limited to savings and credit activities and usually did not
play any other role in the project. The project is now focusing on the
capacity building of SHGs in a systematic manner. Around 300 SHG
members were recently trained in the development of kitchen gardens,
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rainwater harvesting and masonry. Members are also involved in wage
employment schemes. 

An SHG formed in July 2003 in Malsund village was taken up for further
analysis. Each of its members was saving Rs.30 per month and the group
had started micro-credit activity after six months of its formation. Until
September 2004, three members had obtained loans, out of which two
members borrowed Rs.1000 each for purchase of cattle feed and another
member borrowed Rs.3000 for starting a grocery shop. Repayments were
regular and the first two loans had been re-paid fully. The third member
had also paid Rs.1200 by the end of September, 2004. One member was
trained in kitchen garden development, which motivated other members
to take up this activity. Members agreed that such activities have improved
their self-confidence and status within the family. The demand for credit
within the group was increasing and the SHG was examining various
options for obtaining additional funds from the project and banks.

Swarnajayanti Gram Swa-rojgar Yojana (SGSY)

This scheme comes under the rubric of poverty alleviation programmes
which adopt a SHG approach for establishing micro-enterprises in rural
areas. The ideology of SGSY stems from the realization that well targeted
subsidies are still required by the poor. This scheme provides some revolv-
ing loan for on-lending, by good quality groups.

The SHG in Sabosan village was a mixed group formed with 13
members in the year 2000, but presently it was working with ten members,
including a woman. Members were mainly involved in dairy activity.
Although they joined the group with the sole aim of obtaining a bank loan
and taking up some economic activity, the majority of them are now above
the poverty line due to SHG’s strong linkage with the local dairy co-opera-
tive. Every member saved Rs.100 per month and ‘bullet payment system’
was followed for loan repayment under which the principal amount could
be paid at the end of the loan period as long as the interest amount was
paid every month. The majority of the loans taken by members from
group funds were for medical purposes. In addition to group savings, it
had received a revolving fund of Rs.10,000 in March 2001 from the
District Rural Development Agency, Patan and Rs.325,000 from the local
commercial bank for purchase of milch cattle. The first loan of 
Rs.162,500 was received in September 2001 and the second loan of a
similar amount was received in the year 2002–3. Each member had pur-
chased two milch cattle and joined the village dairy co-operative. Bank
instalments were deducted by the dairy co-operative and directly paid to
the bank. Village Dairy Co-operative records showed an average monthly
income of Rs.700–2425 per member. Majority were earning over Rs.1500
per month from this activity. Some 74 per cent of the bank loan had been
re-paid by them as per the schedule, leaving a balance of Rs.90,020 only.
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However, with two-cattle units per household, dairying had not yet
become the main occupation for members, and income could further
increase through a cross breeding programme which would increase the
unit size of cattle.

Jeevika project

With the help of a government-sponsored programme called Develop-
ment of Women and Children in Rural Areas (DWCRA), Self-Employed
Women’s Association (SEWA) had organized women’s groups in a few
blocks of the district. These groups focused on women’s empowerment
with microfinance as one component. SEWA and other groups formed
outside DWCRA were later linked with SEWA Bank, Ahmedabad, through
a district federation. Subsequently, the state government helped launch a
livelihood restoration project (later called Jeevika) with the support of the
International Fund for Agricultural Development as a response to the
earthquake of 2001. Jeevika groups have been nurtured and trained by
spearhead leaders trained by SEWA, to promote local leadership. SEWA
Bank also organized training on savings and loan management. 

A microfinance group in Shergadh village was taken up for further
study. This was a four-year-old group with cumulative savings of Rs.30,380
by 33 members. Every member saved Rs.20 per month which was
deposited with SEWA Bank, Ahmedabad. Some of the members had also
joined a SEWA insurance scheme which arranges medical treatment
through government hospitals and also takes care of serious emergencies.
Of the ten members who took loans from the group, some of them used it
to retire high interest bearing loans taken from money lenders, a few pur-
chased milch cattle, one member purchased a transport vehicle and
another started a brick kiln. The group also obtained a loan of Rs.45,000
from SEWA Bank. The majority of members were very confident during
the interactions and some have visited other states. 

Issues affecting long-term sustainability of SHGs

Experience has shown that a SHG is strengthened by meeting the follow-
ing six criteria for long term sustainability (Tiwari, 2001): it should estab-
lish proper processes, be financially viable, there should be a critical mass
of SHGs in the village, it should become part of a larger federation, its
members should be involved in some community action and the SHG
should be able to access regular schemes of the government. 

Establishing proper SHG processes

Some of the basic principles of SHG formation are their voluntary nature,
members coming from similar socio-economic background and their
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formation for a specific purpose. It is also acknowledged that it is easier to
mobilize poor women. Once a group is formed, it should meet regularly,
members should attend group meetings and they should participate in
the decision-making process. To ensure involvement of every member,
strategies like rotation of leadership, training of members, decisions taken
only in group meetings, maintenance of records by group members them-
selves, and so on are adopted. Meetings of the SHGs from all four pro-
grammes dealt with savings and credit issues only, without discussing
other matters like awareness generation, literacy, health, sanitation or
issues affecting the lives of poor rural women. In such a situation, meet-
ings can become ritualized and responsibility for maintaining records, col-
lection of savings and repayments, and other services are not shared by all
members. For example, the Jeevika group in Shergadh village, although
quite old, had not started inter-loaning activity and their participation in
income-generation activities appeared limited. In contrast, all the
members of the predominantly male SGSY were involved in such activities.
Rotation of leadership was not evident in the four sites. This may partially
be attributed to lack of literacy and numeracy skills among members and
lack of proper capacity building inputs provided to the members.

Financial viability of SHGs

Financial viability does not only comprise generation of surplus of income
over expenditure, but also requires putting in place a very good system of
audit of group accounts, fast rotation of group funds, mixing ‘warm’
money with ‘cold’ money, control over loan defaults, access to external
funds and ensuring credit availability to the majority of members. ‘Warm’
money is defined as the savings and other funds generated directly by the
members, whereas ‘cold’ money is the grant or loan fund obtained from
the promoting organization or financial institutions. It has been observed
that many SHGs treat both these types of funds differently, leading to lack
of adequate concern for the ‘cold’ money. It is always suggested to mix
both so that the members use all funds with sufficient care. 

Although the accounts of the SGSY group were not maintained prop-
erly, it rotated funds and arranged adequate credit to its members. The
SGSY men’s group in Sabosan village was able to provide an average loan
of Rs.31,000 to its members compared to approximately Rs.5000 each by
the Jeevika group in Shergadh village and the Swa-Shakti project in
Sabosan village. Every member of the SGSY group had received a loan,
whereas 25 per cent and 65 per cent of members could access loans in
Jeevika and Swa-Shakti respectively. SGSY also had a very high credit-
savings ratio of 6.82 signifying very high capacity to leverage institutional
finance, compared to 1.78 for Jeevika and 2.88 for Swa-Shakti. The water-
shed group’s performance appeared poor on these parameters. With
increasing financial transactions in these SHGs, the issue of setting up
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proper audit systems becomes important. None of the four groups
appeared to have a reliable audit system at the local level. SEWA routinely
gets all the group records to its district federation office to update the
entries but this practice makes SHGs perpetually dependent on the pro-
moting non-governmental organization (NGO). 

A majority of the first-time income-generating activities started by the
women members of SHGs are marked by very low investment enterprises
which can be started with existing skills and involve minimal risks. The
returns are also low due to tough competition. The enterprises involve
very little mobility and are basically part-time occupations which can be
terminated at short notice. The first few enterprise related loans to SHG
members are in the range of Rs.1000 per member. With the most opti-
mistic scenario, they cannot expect their daily earnings to exceed
Rs.25–30 per day based on 3–4 hours of labour. As a result, such earnings
can only supplement the family income and cannot become the main
source of their livelihood. 

Income generation activities started by the three female SHGs were
characterized by a low-investment low-risk and low-return cycle. This may
be due to the limitations of the promoting organizations in skill enhance-
ment of members leading to limited credit absorption capacity of their
members and low total loans to savings ratio in these SHGs. Any impact
on rural poverty with this level of investment is doubtful. In contrast to
this, the SGSY men’s group was able to obtain two doses of credit from
banks and promoted animal husbandry with per capita credit of Rs.30,720
and it was the only one of the four which could show a significant increase
in the income levels of its members. The presence of a village dairy co-
operative helped them in organizing forward linkages successfully.

Involvement in community level activities

SHGs mature faster with awareness generation of members and lively
meetings where various non-financial issues affecting women are also dis-
cussed. In fact restricting the SHG members to savings and credit activities
for a long time appears to be under-utilization of the potential of women’s
SHGs. Women’s groups can be very effective in tackling community level
issues like alcoholism, getting work done through government systems,
enforcing implementation of basic, sanitation, water supply management,
and so on. Involvement in community activities typically requires efforts
by highly trained field workers. None of the local groups appeared to be
handling larger community issues effectively.

Convergence with other schemes

Since government projects and NGO-based interventions are for a fixed
duration, for the SHGs to survive beyond the project cycle, it is necessary
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that they get linked with ongoing schemes of the government for being
able to keep on accessing support in future. The Swa-Shakti project
actively encourages such convergence, and the watershed group was
involved in developing a village micro-plan by linking to other existing
schemes. Convergence efforts by SGSY and Jeevika groups appeared more
limited.

Outreach of SHGs

A large number of SHGs in the same village help to promote project
philosophy, create a sense of solidarity among members, create a larger
forum for taking up community level issues and ultimately safeguard the
project from disturbing influences of weaker SHG-based programmes.
This also reduces the implementation cost of such programmes. Jeevika
and the watershed project have formed a large number of SHGs in their
programme villages. 

Alternative approaches for poverty reduction

Although the microfinance activities promoted by women’s SHGs had
shown considerable potential in the beginning of the last decade, many
groups have been unable to reap the full benefits of this marvellous tool
of social engineering. As we have seen, their effectiveness can be limited
with respect to gender concerns, poverty reduction, and social and polit-
ical empowerment. 

With a view to utilize the potential of SHGs and link them actively with
livelihood, employment generation and other opportunities, the Rural
Development Department in Gujarat has started few interesting initiatives.
It also actively supports alternate structures like women’s co-operatives in
its efforts to address the needs of the poor and ultra poor.

Shramyogi project

Five of the poorest families from every village are being proactively identi-
fied under this project to form small groups on the Grameen pattern.
After some capacity building of members, various pro-poor schemes are
converged with these groups. Participating households had to fulfil
certain basic expectations before they become eligible for the financial
benefits under the project. State government guarantees 150 days of wage
employment, subsidized house, skill training to a family member, five hor-
ticultural saplings, and loan for purchase of small cattle. These guaran-
tees, however, are available only if the family ensures schooling of its
children, member is free from addictions like alcohol and tobacco, follows
small family norms and attends local body meetings. Out of 91,201 famil-
ies participating in the project, over 28 per cent were female headed, 12
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percent comprised of very old members, and 20 per cent had at least one
handicapped member. Under this project, 18,084 groups were formed
and 59 per cent of these groups were active after second year, which is a
good sign considering their status, age and economic level. Out of the sur-
viving groups, over 78 per cent are involved in regular savings, some of
them have started offering internal loans (about 5 per cent of active
groups) and have sanctioned Rs.5.85 million among them. 

Shramyogi project recognizes the need for financial subsidies to partici-
pating families, at least during the initial stages. To this end, it has actively
converged various individual beneficiary-oriented schemes by generating
3.6 million person-days of wage employment, providing 227,000 horticul-
tural saplings and 37,000 houses. It also provided skill training to 20,000
family members. This approach ensures that the poorest families in the
state are not by-passed and after a period of disciplined regime during
which they receive other inputs for raising their confidence levels, they
can join a newly formed SHG in their village.

Although the state government has launched this ambitious scheme for
bringing these poorest families above the poverty line in a timely manner,
the implementers are facing certain unique problems that a large number
of Shramyogi families were very old and 24 per cent of families had at
least one member who was suffering from some serious handicap. The
standard approach of linking them with wage or self-employment pro-
grammes could not work and it was tried to link them with existing
pension schemes, handicrafts production, horticulture and rearing of
small cattle. This project raises issues like ‘can microenterprises be suc-
cessfully taken up by the poorest of the poor?’ and the role of thorough
planning and research in conceptualization of anti-poverty programmes,
as the exact profile of participating families was not known before the
scheme was launched. They are now trying different approaches for the
old and handicapped. This also leads to a larger general question that
how well are the microenterprises conceived and implemented? As could
be seen in the subsequent study of the animal husbandry project in Kheda
district, simple conception and timely inputs can work successfully for
tackling poverty.

Shakti Samanvay project

With a view to converging the resources of various development depart-
ments for improving overall quality of life indicators in rural areas, an
ambitious convergence project is being piloted in a few parts of the state.
No separate funds have been provided for this purpose as the participat-
ing departments will leverage their existing schemes to implement it.

By dove-tailing existing schemes of health, education, industries,
women and child development, Panchayati raj and rural development,
this scheme aims to bring about 50 per cent improvement in infant
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mortality rate, school drop out rate, per capita income of poor rural famil-
ies, access to safe drinking water, safe delivery and malnutrition rates.
Women’s self-help groups and village panchayats will be used as platforms
for convergence of individual schemes by creating demand for these
schemes.

After formation of SHGs and capacity building of village local body
members, the project will encourage creation of resource centres to
provide inputs on health, literacy, skill up gradation and enterprise coun-
selling to member SHGs. These resource centres will also link their
member SHGs with various development departments.

Animal husbandry project in Kheda district

This Rs.380 million project is being jointly implemented by the local dis-
trict dairy co-operative called Amul and the Rural Development Depart-
ment. It aims at eliminating poverty in some of the backward parts of the
district. Although farmers in this district prospered due to dairy develop-
ment efforts of Amul, it has, so far, not focused on the poor families. This
project aims to leverage the expertise of Amul to bring 7500 poor families
above the poverty line. In order to convert animal husbandry into a full
time activity, it is proposed to arrange at least three cattle for each poor
family. For the first cattle they will get a cash subsidy of Rs.7500, second
cattle will be financed through bank credit and the third one will be cross
bred, reared by the beneficiary himself. Government of India agreed to
provide grant of Rs.115 million, state government will provide Rs.35
million and commercial banks will provide loan of Rs.230 million. The
identified poor families will be trained by Amul before linking them with
existing village level milk co-operatives. The project will also support con-
struction of cattle sheds, development of fodder plots, installation of bulk
chillers and bore wells, creation of doorstep artificial insemination facili-
ties, mobile diagnostic laboratory, and the strengthening of a training
centre.

Amul has guaranteed repayment of bank loans and has also guaranteed
an incremental monthly earning of Rs.1994 from each cattle. It will also
provide veterinary services and upgrade quality of milk to Codex stand-
ards. This is a unique project in which Amul agreed to pay a penalty of
5 per cent of the project cost if any of the above parameters are not met.
At the same time an incentive at 2 per cent of project cost will be allowed
to Amul if all the parameters are timely met.

By September 2005, the project covered 3900 families with over 90 per
cent repayment rate on bank credit of Rs.132.25 million. Participating
families have procured 8997 cattle, constructed 2236 cattle sheds,
developed 4726 fodder plots and 4822 women participants have been
trained. The Project has also deployed 50 mobile artificial insemination
units and created 15 new milk chilling units So far, the poor families are

190 A.M. Tiwari and S.G. Thakur



earning more than the guaranteed amount from each cattle. This might
be the only project involving the poor where bankers are competing to get
the business by reducing the interest rate from 9.5 to 7.5 per cent.

Conclusion

An attempt was made in this chapter to describe a variety of approaches
and auspices to microfinance development in Gujarat state. There were
obstacles to success with respect to poverty reduction and empowerment
of women. Among the groups described, the male group SGSY appears to
hold the most promise for poverty reduction. The average size of assis-
tance available to the borrower under this programme is much larger than
those of the normal microcredit initiatives in India. The Special Projects
component of this scheme, which supports the animal husbandry project
in Kheda district, provides an avenue for experimentation and ensuring
better linkages. 

However, implementation of SGSY suffers from many of the same con-
straints and limitations of the earlier poverty alleviation programmes, and
sometimes in the field vitiates the culture of self-help that has already
been developed. Efforts have not been made to change the mindset of the
functionaries who were earlier delivering target-oriented programmes. It
is either riding piggyback on pre-existing groups, or is unable to go
through the processes that are required for the establishment of new
groups.

The performance of this group raises few interesting questions. What
should be the life of a SHG? If it was for the sole purpose of helping
members to improve their economic status, then, since majority of the
members had crossed the poverty line, should it not be wound up or can
it survive in this form in the future? Considering that they could not suc-
cessfully convert animal husbandry into a full time activity, should not the
SHG now provide inputs like training, cattle feed, veterinary services,
increasing size of the cattle unit, others? A view on these issues can be
made only after studying the performance of these SHGs for some more
time.

The rationale for working with SHGs varies from institution to institu-
tion, and also from project to project. For some, SHGs are viewed as a way
to reduce transaction costs and enhance outreach, for others interested in
poverty reduction, it constitutes part of a mandated poverty reduction
strategy or it is only an entry point for the broader goal of empowerment
and transformation of power relations within society. In the latter case,
while emphasizing the need for sustainable institutions, the focus is on
social intermediation through a combination of empowerment-enhancing
interventions which could include gender awareness, health, education
and legal literacy. Mayoux’s typology of the three contrasting paradigms
in micro-finance and gender namely, of financial self-sustainability,
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poverty reduction, and feminist empowerment are useful in this regard. It
highlights that the rationale for targeting women also varies – at one end
of the spectrum is the efficiency-oriented view that women have high
repayment rates, while at the other is the more feminist orientation that
women need to be socially and politically empowered. Somewhere in
between is the recognition of the need to target women, as there are
higher levels of female poverty. It is evident from the objectives of the
various initiatives that empowerment does not necessarily form part of
the stated objectives. If it is used to explain the nature of outcomes, the
understanding of the word is so diverse that it can mean anything from
simply covering notions of enhanced well-being and expansion of indi-
vidual choice to the broader notion of transforming gender relations.
Moreover, there is no ‘one way of doing things’ and the implementers will
have to keep on experimenting with various models.

Notes
1 A SHG is an informal, homogenous grassroots institution of 10–20 members

who self-select themselves and are linked by some form of affinity that binds
them together. They meet regularly, with common and shared goals, having
established norms and elected leaders. Since the SHG model is now well-known,
its basic principles will not be discussed in this article.

2 This is the vision that was developed by the authors for the Indira Mahilia
Yojana programme of the Government of India and it encompasses many of the
essential factors for such a process.
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11 Community-level user groups
Do they perform as expected?

Ruth Alsop

Introduction

India’s 1992 constitutional amendments and subsequent state acts created
policy environments supportive of decentralized governance and manage-
ment of development activities.1 In this environment, community-based
membership organizations gained increasing popularity as mechanisms
for local resource management. The research reported in this chapter
sought to enhance understanding of current levels of inclusiveness and
effectiveness among community-level groups in rural development pro-
jects aided by the World Bank.2

Three types of community level user groups for local resource manage-
ment were studied: the Site Implementation Committees (SICs) of the
Uttar Pradesh Sodic Lands Reclamation Project; Village Forest Commit-
tees (VFCs) of the Madhya Predesh Forestry Project; and, the Water User
Associations (WUAs) of the irrigation component of the Economic
Restructuring Program in Andhra Pradesh (see Appendix).

A mixed methods approach was used for data collection that included a
questionnaire survey of 2400 user group members and representatives.
Both narrative and statistical techniques, including regression estimation,
were used for analysis.3 The enquiry focused on assessing the performance
of settlement-level (or, in the case of irrigation water, system-level) user
groups. Figure 11.1 outlines the analytic framework.

Findings based on narrative as well as descriptive statistical and econo-
metric analysis suggested that such groups rarely performed as expected.

PERFORMANCE

Group
achievements

Group
functioning

– Project’s formal objectives
– Members’ objectives

– Inclusion
– Transparency
– Governance and accountability

Figure 11.1 Analysis of performance of community level user groups.



Functions related to equitable and short-term delivery of project benefits
were effectively undertaken. However, evidence indicated that neither did
these organizations function well as democratic entities nor were they
likely to operate independent of a project. Overall, community level user
groups in the three sectors studied were unsustainable and more likely to
act as vehicles for personal gain, rather than for collective action.

Group achievements

Group achievements are examined first by reviewing attainment of
project’s stated development objectives and then through analysis of
respondents’ own objectives.

Achievement of formal objectives

Achievement of key objectives as stated in project documentation (see
Box 11.1), varied. Overall, 35 percent of respondents stated that their user
group’s ability to meet formal objectives was good, 28 percent indicated
that formal objectives were achieved in a satisfactory manner, and
14 percent said the group had not met its objectives, while 22 percent of
members felt they did not have enough information to assess achieve-
ments. Ratings varied by project and by objective but in all three states,
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Uttar Pradesh Sodic Lands Reclamation Project

1 Distribution of inputs (e.g. fertilizer)
2 Creation of site implementation plan (local planning of the

project, planning for and arrangements of distribution of inputs)
3 Maintenance of assets created under the project (link drains or

items purchased for collective use such as sprayers)

Madhya Pradesh Forestry Project

1 Improved forest protection
2 Management of village development activities
3 Equitable distribution of forest produce

Andhra Pradesh Economic Restructuring Program, irrigation component

1 Effective maintenance of the irrigation system
2 Better water supply
3 Increased agricultural production

Box 11.1 Formal objectives of user groups.



the second and third objectives of the groups were not as well met as the
first. For objectives two and three the percentage of respondents unable
to make a judgment was high: 30 percent in Uttar Pradesh, 18 percent in
Madhya Pradesh, and 36 percent in Andhra Pradesh. 

Given traditional social patterns in rural India, regression estimates
tested the hypothesis that the excluded or ill informed would be primarily
members of disadvantaged, low-caste, or low-income groups.4 Associations
between village-level features and achievement of formal objectives were
also investigated.5 These are reported in the next section.

Uttar Pradesh sodic lands reclamation project

Seventy-seven percent of respondents reported good or reasonable input
distribution but 45 percent reported not knowing the site implementation
plan and 52 percent knew nothing about assets created under the project,
or judged assets to be poorly maintained. Analysis revealed limited associ-
ation between caste and perceptions of achievement of formal objectives.
However, older people and those with smaller holdings felt that site imple-
mentation plans were not developed or supported and assets were poorly
managed and maintained. Being a long-term group member, regular
meeting attendee, group representative, member of multiple organi-
zations and having more intra-group relationships associated with positive
assessments of achievement of formal objectives. 

More frequent meetings were held with project staff associated with
negative evaluations of achievement of formal objectives, unless those
meetings were for technical support or sharing inputs. This suggested that
members primarily perceived the SIC as a means of accessing technical
information and immediate benefits, rather than as a mechanism for
establishing long-term cooperation among water user groups. 

Madhya Pradesh forestry project

In Madhya Pradesh, tribal people – with forest-based livelihoods – were
more satisfied with the performance than older people and those from
other backward and scheduled caste households. Scheduled caste respon-
dents and older people knew nothing of, or rated poorly, equitable distri-
bution of forest produce. 

Village-level differences indicated that, apart from meeting to share
forest produce, frequent contact with project staff improved valuations of
user groups. Thirty percent of respondents in Madhya Pradesh also per-
ceived equitable distribution of forest produce to be poor which suggests
that meetings associated with product distribution were unproductive or
mishandled.

Membership in multiple organizations associated with higher rankings
of achievement of formal objectives, but there was an inverse relationship

196 R. Alsop



between the number of external organizations present in a location and
achievement of formal objectives. The density of locally evolved organi-
zations6 positively associated with achievements. 

Andhra Pradesh economic restructuring program, irrigation component

The majority of respondents reported that irrigation systems were well
maintained. Around half the WUAs surveyed had assisted with the better
provision of irrigation water and said this increased agricultural produc-
tion. Poorer people consistently associated with lower rankings of project
achievements.

Asset management, sharing of benefits, and finance reasons were
regarded as key WUA activities by most user group members rather than
monitoring, capacity building or technical support. “People only come to
WUA meetings when there is a problem” (village summaries). Irrigation
water, once delivered to a field, became an individual benefit, and it was
this rather than collective management that was of primary interest to
farmers.

In Andhra Pradesh, a greater density of external organizations and
larger number of networks associated with higher assessments of achieve-
ment of formal objectives. The last included association with a
representative – through work or kinship ties – and participation of other
family members in the WUA.

Achievement of members’ objectives

The inducements for joining user groups, that respondents describe,
rarely coincided with the formal objectives of user groups. In Uttar
Pradesh, the most frequently cited member objectives were:

• material goods/inputs
• increased production from own land
• access to information.

In Madhya Pradesh, they were:

• wage labor
• loans
• material goods/inputs.

In Andhra Pradesh, they were:

• material goods/inputs
• increased irrigation water
• increased production from own land.
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Among these, only the distribution of inputs in Uttar Pradesh and
increased production in Andhra Pradesh matched the objectives outlined
in project documentation.

Individual comments (see Box 11.2) clearly indicate that user group
members’ objectives focused on very specific individualized benefits. In no
case did members state that cooperation for the maintenance of collective
assets is a reason for participating in the user group.

Expectations of benefits were consistently exceeded in Madhya
Pradesh, showed mixed results in Andhra Pradesh, and fell short in Uttar
Pradesh. Even in Uttar Pradesh, however, 73 percent of members who
expected material goods received them, 76 percent who expected
improved production said their expectations were met, and 68 percent
said they received the expected access to information. 

Expectations did not vary significantly by caste but did vary both by
gender and economic position of households. In Uttar Pradesh 75 percent
of men but only 53 percent of women respondents expected to benefit
from inputs and a higher proportion of men expected better access to
information and increased land productivity. In Madhya Pradesh, men
were twice as likely as women to expect wage labor and loans from
the project. In Andhra Pradesh, 47 percent of male respondents and
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“SICs should ensure that I always get water and inputs . . .” (respon-
dent, Uttar Pradesh). “SIC meetings are linked to the distribution of
inputs . . . Frequency of meeting fades with the discontinuation of
inputs . . . The group process is missing” (village summaries, Uttar
Pradesh).

“The group is to give families something . . . Forest protection will
give individual families benefit . . .” (respondent, Madhya Pradesh).
In Bilaspur, “the forest committee gives labor opportunities,
improved irrigation facilities, and construction works” and in
Kanker, “food grains are now distributed” (focus groups, Madhya
Pradesh).

“In water abundant areas such as the Krishna delta . . . farmers do
not see there is a need for their participation as long as some people
ensure that the physical works are carried out” (village summaries,
Andhra Pradesh). “We go to WUA meetings if there is a problem
with the water coming to our own fields, not other people” (focus
groups, Andhra Pradesh). “Let other people manage general things
. . . I am interested in my own fields” (respondent, Andhra Pradesh).

Box 11.2 Members’ views on user group objectives.



33 percent of female respondents expected increased production from
household land. In both Uttar Pradesh and Andhra Pradesh, more men
than women anticipated benefit from increased access to information,
whereas in Madhya Pradesh this was important for neither. 

Differences associated with the poverty rank of a household were less
consistent than for gender. In Uttar Pradesh and Andhra Pradesh, pro-
portions of respondents expecting increased returns from their own land
ranged from 90 percent in poverty rank one (wealthiest) to 70 percent in
poverty rank four (poorest). In Uttar Pradesh, a similar pattern of decreas-
ing expectation as households become poorer was observed for improve-
ments in relationships, access to information, and improvements in
irrigation water supplies. The reverse pattern occurred with regard to
wage labor opportunities in Uttar Pradesh and Madhya Pradesh. Expecta-
tions of other benefits were fairly evenly distributed in Andhra Pradesh as
they were in Madhya Pradesh. 

Were groups functioning as expected?

User groups in all three projects studied were expected to support equit-
able inclusion of different groups of stakeholders and to function as
democratic bodies overseeing the management of a common, or shared,
resource. User groups were expected to continue functioning in this way
beyond the life of all projects. Three indicators – inclusion, transparency,
and governance and accountability – measured whether or not user
groups were operating as expected.

Inclusion

Inclusion was assessed in four ways:

• attendance at user group meetings;
• representation;
• receipt of benefits;
• involvement in group decision making.

Attendance patterns differed by state and were, overall, not encouraging
(Table 11.1). The most important reason for non-attendance was lack of
information – 40–55 percent of members did not receive prior informa-
tion about meetings. In Madhya Pradesh and Andhra Pradesh, nearly a
quarter of non-attendees had no time to participate in meetings. In
Andhra Pradesh, the same percentage had no interest in attending meet-
ings. In Uttar Pradesh, 22 percent indicated that no meetings were held.

In Uttar Pradesh and Andhra Pradesh, poorer and scheduled caste
households and women were less likely to attend meetings. In Madhya
Pradesh, apart from gender differences, nonattendance did not associate
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with any particular social or economic group. Data analysis clearly showed,
however, that representatives participated more in meetings than general
members, that those attending gram sabha (general village meetings associ-
ated with elected bodies) meetings also attended user group meetings,
and that there was a strong association between attendance and individual
gain. As shown in Table 11.2, representatives were disproportionately
male.

In Uttar Pradesh, more representatives belong to poorer households
(Table 11.2). In Madhya Pradesh, most representatives belonged to the
second richest group and in Andhra Pradesh, the chances of being a
representative were higher for the richest households. Women were very
poorly represented. 

Although the overall pattern was of satisfaction of wants, regression
analysis showed that relationship between member characteristics and per-
ceptions of benefits received varied by state. In Uttar Pradesh, “other
backward castes” benefited less from inputs or increased production than
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Table 11.1 Attendance of user group meetings

Project Percentage of members attending

Often Rarely Never

Uttar Pradesh SIC 30 35 36
Madhya Pradesh VFC/FPC 48 24 28
Andhra Pradesh WUA 33 23 44

Source: Individual questionnaires.

Table 11.2 Characteristics of representatives, by state (percent)

Characteristic Uttar Pradesh Madhya Pradesh Andhra Pradesh

Representatives 24.7 15.9 8.6
Gender
Female 10.4 7.5 8.3
Male 89.6 92.5 91.7

Household poverty rank
1 – Rich 20.4 22.8 30.0
2 19.4 38.6 13.0
3 28.2 21.3 35.0
4 – Poor 32.0 17.3 22.0

Education
No formal education 64.1 44.9 52.0
Primary school only 8.7 30.7 22.0
Secondary school 17.8 17.3 15.0
Higher 9.7 7.1 11.0

Source: Individual questionnaires.



scheduled castes. Those with secondary or postsecondary education
received better access to information than the uneducated. Small and
medium landholders, rather than marginal landholders, and those living
in a kutcha (unbaked brick or mud) rather than a pucca (baked brick or
concrete) house, were more likely to receive benefits.

In Madhya Pradesh, representatives were more likely than general
members to benefit from increased material inputs. Members with sec-
ondary education were less likely than those without education to receive
this benefit and large landowners were less likely to receive loans than
marginal landowners. Those who had been members of the user group
for longer had greater access to loans. Fewer women respondents
reported receiving opportunities for wage labor but more women (56
percent) than men (32 percent) reported receiving Village Resource
Development Program (VRDP)-related benefits. Wage labor was evenly
distributed across poverty ranks, and those with irrigated land were less
likely to benefit from material inputs but more likely to benefit from
increased access to loans.

In Andhra Pradesh, members in general were receiving the benefits
they expected. While medium and large landowners were more likely to
benefit from increased availability of irrigation water, the perception of
respondents from both these types of households and the poorest house-
holds is that, this did not lead to benefits of increased production from
their own land. Poorer households gained better access to information
but the very poorest quartile had not benefited from increases in quality
or reliability of irrigation water supplies. 

Important determinants of distributional issues and sustainability of
groups or benefits are the power relations operating within groups. Three
stages of decision making, as indicators of power relations, were investi-
gated: initiating discussion, participating in discussion, and making final
decisions. In Uttar Pradesh, although project staff clearly led discussions,
seven out of ten members who attended meetings were involved in discus-
sions. Project staff again played a major role in decision making but
members participated in about one-fifth of the cases. Representatives did
not exhibit any tendency to control discussions. In Madhya Pradesh,
project staff were far less dominant in discussions than in Uttar Pradesh.
Usually, chairmen initiated group discussions and finalized decisions.
However, more than 90 percent of all group members who attended meet-
ings participated in discussions. Of members who attend WUA meetings
in Andhra Pradesh, very few participated actively in any dimension of
decision making. Few decisions were ever taken by the group or at meet-
ings, but when they were, the chairman was most active and he discussed
decisions with representatives rather than with the WUA as a whole. In all
three states, the data show that none of the women interviewed have ever
initiated a discussion or made a final decision.
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Transparency

Transparency was measured by examining information availability and
awareness of group transactions. In all three states, minutes of meetings
were not kept or were not accessible to members, and mechanisms of
public communication, such as wall posters, were virtually unheard of.
Word of mouth, a medium nuanced by power relations, was the most fre-
quently used mode of communication.

In Uttar Pradesh, 14 percent of all non-attendees heard of decisions
reached at meetings by word of mouth and 9 percent heard through a
member of the project staff. However, 48 percent of members and
68 percent of non-attendees did not hear about the outcome of meetings.
In Madhya Pradesh, nearly 25 percent of members and 50 percent of non-
attendees had no information on decisions made. In Andhra Pradesh,
people most often heard about outcomes by word of mouth. About one-
fourth of members had no information on outcomes of meetings.

As Table 11.3 shows, the vast majority of members in each state were
unaware of how group funds were structured or used. 

Governance and accountability

Information was gathered on members’ knowledge of rules for

• conducting group business
• selection of representatives
• holding representatives accountable.

In all three states, awareness of rules for conducting group business was
low (Table 11.4) – particularly so, in Uttar Pradesh and Andhra Pradesh. 
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Table 11.4 Members’ knowledge of rules governing group business (percent)

Level of knowledge Uttar Pradesh Madhya Pradesh Andhra Pradesh

Aware of rules 5 34 7
Stated no rules 18 13 42
Don’t know 77 53 51

Source: Individual questionnaires.

Table 11.3 Members’ awareness of finances and transactions (percent)

Uttar Pradesh Madhya Pradesh Andhra Pradesh

Aware Not aware Aware Not aware Aware Not aware

Availability of funds 8 92 20 80 16 84
Amount of funds 10 90 25 75 18 82
What spent on 12 88 35 65 36 64

Source: Individual questionnaires.



In Uttar Pradesh, richer households had higher levels of awareness of
rules than poorer households (perhaps reflecting different literacy levels),
whereas there was no significant difference across poverty ranks in other
states. Caste did not play a major role in any state. 

Gender differences varied significantly by state. In Uttar Pradesh, there
was little difference between the sexes regarding knowledge of rules. In
Madhya Pradesh, in contrast, males were twice as likely as females to be
aware of rules. In Andhra Pradesh, women were 10 percent more likely
than males to be aware of rules.

Group members in Madhya Pradesh and Andhra Pradesh were gener-
ally aware of how the chairperson of the group was chosen. They were less
aware of selection procedures for other representatives. In Uttar Pradesh,
a full two-thirds of respondents had no knowledge even of how the chair-
man was chosen.

Levels of satisfaction with office holders, by respondents who knew
who their representatives were, varied. In Uttar Pradesh 28 percent
were satisfied with the chairman and 6 percent were dissatisfied, but
66 percent had no knowledge of the chairman’s performance and
between 96 and 86 percent had no knowledge of other office holders.
Members in the other two states were more familiar with the performance
of representatives. In Madhya Pradesh, 74 percent were satisfied with the
chairman, 51 percent were satisfied with the vice chairman, and 43
percent were satisfied with the secretary. In Andhra Pradesh, 80 percent
were satisfied with the president and 41 percent with the territorial con-
stituency representative. In all cases, those who did not indicate satisfac-
tion stated that they had insufficient knowledge of the representative to
comment.

Chairmen were generally to be viewed as performing well. Given the
low levels of awareness of the rules for conducting group business and
selecting representatives, this implied a high degree of dependence on,
and trust in, one individual. This pointed to the need for robust account-
ability mechanisms but awareness of these mechanisms was extremely low. 

When asked if they are aware of any rules they could use if a
representative did something that the member disagreed with, the great
majority were unaware of such rules (Table 11.5).

In Madhya Pradesh, where awareness was high enough to make follow-
up questions meaningful, responses revealed that members rarely took

Community-level user groups 203

Table 11.5 Members’ knowledge of rules for representative accountability (percent)

Level of knowledge Uttar Pradesh Madhya Pradesh Andhra Pradesh

Aware of rules 4 35 7
Not aware/don’t know 96 65 93

Source: Individual questionnaires.



action and preferred to use re-election as the mechanism for displacing
unsatisfactory representatives. 

Discussion and conclusions

The findings summarized in Box 11.3 highlight the contrasting facts that
user groups were perceived as valuable by members, yet were unlikely to
realize goals of institutionalization of collective action envisaged in project
design. At the project level, this can lead to specific practical recommen-
dations (Box 11.4). However, these conclusions also have broader policy
implications for the role of community level user groups in resource man-
agement.

The fact that group members were satisfied with their group and with
the distribution of benefits even though most did not actively participate
in meetings or decision making raises questions over the organization of
broad-based user participation in resource management, its ultimate
value, and the most appropriate mechanisms for achieving effective local
management. The study’s findings suggest that either expectations of user
groups should be significantly reduced, leading to the potential use of
other mechanisms for resource management, or that planning for the use
of user groups needed to concentrate more on factors supporting the
development of well functioning democratic organizations.

This concluding section therefore focuses on the broader implications
of the findings for three aspects of user groups or local organizations,
commonly considered critical to decentralized management and imple-
mentation of projects: effectiveness, equity, and sustainability. 

Effectiveness

Well over half of user group members thought that formal objectives had
been met and that groups were effective in managing the resources for
which they were responsible. In Madhya Pradesh and Andhra Pradesh,
members had pre-project experience of locally evolved systems of collect-
ive action. However, formalizing membership in project user groups, legit-
imizing local governance, and providing some codes of conduct, projects
had improved resource management. In Uttar Pradesh, it was unlikely
that there would have been reclamation of sodic soil on the scale now
found, unless the project and its user groups had been operational. 

However, members’ favorable perceptions of group performance
reflects their past experiences. Typically, these did not lead to high expec-
tations, particularly for equity or long-term sustainability of such collective
action initiatives. This, in large part, explains the perceptual gap over
objectives between members and those of project designers. Members
were concerned with immediate and discrete individual benefits
rather than the broader issues of consensus and collective management
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On achievements

• Members perceived user groups to be valuable to them and to
largely achieve their formal objectives.

• Members’ perceptions of the purpose of user groups differed
from those of project designers and implementers.

• Members perceived user groups mainly as a means of accessing
short-term benefits rather than as a mechanism of cooperation
for long-term collective action.

On participation

• Attendance at meetings was low.
• Wealthier people attended meetings more consistently than the

poorest in the two states where caste position associated with
wealth and education.

• Women’s participation in meetings was rare. They were also
unlikely to be representatives.

• There was no association between wealth and holding a
representative’s position.

• A high degree of involvement of project staff in decision
making, associated with low levels of member participation in
decision making.

• The more highly networked a member, the more likely it was
that he or she would participate in value user groups and their
achievement of formal objectives.

• Benefits were relatively well distributed among members.
• Members received the benefits they expected.

On transparency

• Information availability about group meetings was poor.
• Members had little knowledge of group finances or financial

transactions.

On governance and accountability

• Awareness of business and accountability rules was very low.
• Accountability mechanisms were not used.
• Participation by members in governance was extremely limited.

Box 11.3 Summary of findings.



prominent in project documentation. Cooperation was regarded as a
project requirement and thus a means to ends such as the receipt of fertil-
izer, seeds, or other inputs. There was little belief that benefit distribution
or cooperation would extend beyond the life of the project or without
continued support from implementing agency staff.

Members displayed little ownership or individual sense of responsibility
for the functioning of the group and project implementers were driven by
the incentive system of the project in which they work to meet targets, dis-
burse funds, and demonstrate concrete actions. This resulted in the distri-
bution of project benefits, at the expense of developing members’
ownership and understanding of group objectives (Box 11.5). 

If interventions were intended only to deliver short-term benefits,
community level user groups may not have been the optimal solution to
local level resource management. The factors determining decisions to
deploy user groups should have been, in part, resource-specific. Different
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Data strongly suggest that project designers and implementers need
to address the conditions that lead to perceptions of user groups pri-
marily as mechanisms appropriate for channeling of short-term
benefits. This is essential if members are to vest in user groups in a
manner that supports long-term cooperation over asset and benefit
management. Clearly, projects must raise awareness of the import-
ance of long-term cooperation for a continuing flow of benefits in
the future, and a sense of ownership must be promoted among rank-
and-file members of these groups. Actions to support this would
include:

• Improving information availability, both about when meetings
are to take place and about what occurs during meetings. This
should increase attendance and ownership of group decisions
and activities.

• Increasing members’ awareness of user group rules and ensur-
ing that those rules function effectively. This would reduce
opportunities for corruption or co-option and should increase
members’ belief in the user group as a mechanism for managing
cooperation, rather than just channeling benefits from a project
management unit to beneficiaries.

• Taking proactive measures to increase women’s knowledge and
interest in user group activities and outcomes. If empowerment
of women as equal agents in development processes is an objec-
tive of projects, this is crucial.

Box 11.4 Response to findings.
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Uttar Pradesh

“There is lack of clarity about the project and its intentions among
farmers . . . Project staff interactions have been limited to a few
people . . . Dissemination of information about the project was con-
centrated in the main village or hamlet . . . The group process is
missing . . . The concept of a SIC has not worked very well . . . People
are more interested in water user groups as it is here that financial
transactions and other activities take place” (village summaries).
“Project staff have played a dominating role in the SIC meetings
[and overall] and thus hampered a process of institution building in
the SIC. The SIC has not been used as a means to create a participa-
tory approach to implementing the project . . . It is used to deliver
inputs” (focus groups).

Madhya Pradesh, Bilaspur District

“Forest Department staff have been given total responsibility for
implementation . . . They run the VFCs . . . hence, villagers have little
idea about forest related benefit-sharing mechanisms . . . [They]
have no idea of the rules and regulations of the group or executive
committee . . . VFCs operate in a mechanical manner, there is lack of
innovation” (village summaries). “In discussions on what the VFC
should do . . . the majority of groups said develop irrigation facilities
in the villages, provide better credit facilities, and improve drinking
water and electricity supplies. Villagers placed more emphasis on the
role of the VFC as an overall development organization and as an
opportunity for wage employment rather than forest management”
(focus groups).

Madhya Pradesh, Kanker District

“FPCs have been formed very quickly . . . The executive committee is
formed in a very mechanical way . . . Villagers are not consulted
when VRDP development works are taken up . . . There is little trans-
parency . . .” (village summaries). “The most common suggestion for
how to improve the FPC is to increase financial assistance to the
group which can, in turn, extend financial support to households or
generate labor work through construction projects” (focus groups).

continued

Box 11.5 Group development processes and impact.



time commitments and skills were required for the management of differ-
ent resources: maintaining an irrigation system required frequent clearing
and repair of channels on a continuing basis, while forest protection did
not call for a high level of ongoing activity. Also, some management activ-
ities required a higher level of expertise than others. In some cases, for-
malizing an existing user group or organizing a new one may have been
the most appropriate approach. In other cases, pooling users’ funds to
hire a commercial contractor would be a more efficient response.

While all the projects studied were effective in certain ways, the capa-
bility of the user groups to handle problems independently was question-
able. In particular, conflicts arising from scarcity or from attempts to
co-opt resources were challenges these groups could not meet. For
example, in Andhra Pradesh, when problems arose over equity in water
access and use, group members needed recourse to a higher authority. In
Uttar Pradesh, equity in distribution of gypsum and fertilizer was contin-
gent on the presence of project staff. In Madhya Pradesh, project staff
were considered necessary to “rule” the VFCs. From these experiences, it
is apparent that members of user groups expected, and would need, an
external backstop. 

This requirement was rarely articulated or explicitly addressed in
project action plans. User groups were conceived as project-specific
entities operating largely in isolation of their local social and organi-
zational context, and as such, were designed to establish relations only
with the implementing agents rather than with any other organization.
Very few user groups had contact with their local elected representatives
or bodies. There was virtually no contact with line departments other than
those implementing the project or with other government agencies
involved in development activities. In most locations linkages with non-
governmental organizations (NGOs) were unrelated to a user group’s
needs. However, the regression estimation showed a positive association
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Andhra Pradesh

“WUAs have been formed in a rapid manner with the result that
people are little aware of the functions, roles, responsibilities, and so
on. . . . Meetings are only organized when there is some implementa-
tion of works” (village summaries). “Suggestions for improvement
include specification of the powers of the WUA, better cooperation
between and participation in the group by farmers, better awareness
of the WUA and the Act, and better collective planning” (focus
groups)

Box 11.5 Continued



both between the density of different types of organizations present in a
location and rating of user groups’ value, and between the degree to
which a person was networked and his or her assessment of achievement
of formal objectives. The results, though, challenged the simplistic view
that the greater the overall density of all types of organization, the greater
the stock of social capital and the higher the likelihood of having a suc-
cessful organization. Findings demonstrated an inverse relationship
between the number of external organizations present in a location and
achievement of formal objectives. However, the density of locally evolved
organizations positively associated with assessments of achievement, sug-
gesting that there was a significant difference between the social capital
value of organizations depending upon whether they are externally
induced or locally evolved. These findings pointed to the complexity of
the concept of social capital and suggested that, formal, government-
sponsored organizations did not constitute the right mix of “associations
or networks” for improving benefit distribution. 

If projects were to establish an entity for management of stocks and
flows from local assets, and not just benefit delivery, then implementing
agents needed to better assess what degree of responsibility was required
of members and which structures and processes were best suited to chang-
ing members’ vision and developing transparent and accountable local
organizations. Formulating realistic objectives for user groups, phasing
expectations of achievements, and building in activities and time for user
group members to reflect and reassess options for cooperation and man-
agement of shared assets and benefits would help achieve these ends. 

Ultimately, user groups are unlikely to be of sustained interest to
members unless individual and longer-term benefits of cooperation are
tangible. Project staff also require sufficient skills, time, and flexibility in
objectives to identify the relative importance of different benefits and
develop appropriate and phased approaches to achieving and building on
outcomes. Entry-point activities have proved useful to developing skills and
faith in collective action as have community- or group-level learning and
management opportunities, such as local-level monitoring and decision
systems. Such strategies may demand either more intense support by
project staff or an extension of the time horizon for achieving outcomes.

Equity and empowerment7

A striking finding of this study is that, despite the hierarchical social
context in which two of the projects were set, distribution of benefits was
not biased towards or against any particular social group. This was particu-
larly interesting, since in two states (Uttar Pradesh and Andhra Pradesh),
caste position strongly associated with education and wealth – both of
which can affect a person’s capacity to take advantage of new opportun-
ities. However, this study found no clear overall association between caste
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and receipt of benefits. This challenged conventional wisdom, and added
to other evidence that traditional patterns associated with caste position-
ing in India are slowly changing. The systematic differences observed,
instead associated with gender and the relationship between members’
livelihoods and project benefits. A user group was of most interest to
members when its activities were closely associated with a household’s
livelihood portfolio. 

While these results reflect reduced associations between caste and the
capacity to take advantage of new opportunities, analysis of disaggregated
data suggests that the role of project staff was critical to equitable distribu-
tion of benefits. In Uttar Pradesh, where project staff dominated user
group business, there was a positive association between having small plots
of land and receipt of benefits. However, in Andhra Pradesh, where
project staff had little to do with WUA operations, poorer households
were less likely to benefit from improvements in irrigation systems than
richer households. When interventions operate in areas where caste and
wealth have traditionally been associated with opportunity, explicit meas-
ures to counteract these traditions are required. In Andhra Pradesh,
where caste-based power and politics negatively affected WUA function-
ing, members called for higher levels of input by project staff. In Uttar
Pradesh, project staff successfully played the role of “equity police.”
Whether equity would prevail post-project, without project staff, was
questionable.

Empowerment is a concept closely associated with equity, that is,
people with lower levels of capacity have to be empowered if a project is to
achieve equity outcomes. Project documentation often referred to user
groups as the mechanisms for empowerment of project beneficiaries, yet
used the term in a manner that left the degree of empowerment of
project participants open to interpretation. In addition, claims of empow-
erment did not take into account the fact that a social system is unlikely to
be transformed quickly by the establishment of an externally induced
organization or single intervention. Clearly, articulating the nature and
degree of empowerment that may feasibly be expected to result from the
user group, is essential during project design, as it assists in setting realiz-
able objectives and in defining realistic monitoring indicators. 

In the user groups studied, transparency was poor, accountability
nonexistent, awareness of the rules of engagement meager, and, in Uttar
Pradesh and Andhra Pradesh, participation in group business by members
very low. Under these conditions, individual members cannot be said to
have been empowered even within the confines of the group’s mandate,
indicating a need to better plan dissemination and effective use of a
group’s rules of engagement. 
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Sustainability

Like empowerment, sustainability is a term as loosely used as it is broadly
interpreted. Project documentation consistently failed to specify what was
to be sustained, and for how long. While in all three projects, user groups
were conceived as both sustainable organizations and as mechanisms to
ensure sustainable benefit streams, documentation did not distinguish these
two aspects of sustainability or recognize that, over the course of a project,
the activities of groups and the benefits being delivered might change.
Greater clarity on the definition and timetable for sustainability would
have enabled realistic objectives to be set, appropriate support strategies
to be designed, and flexible monitoring indicators to be devised.

The two aspects of sustainability are not necessarily correlated – a sus-
tainable flow of benefits may not always depend upon the sustainability of
the organization. Some organizations may be useful as short-term mechan-
isms to ensure flows of benefits in an initial phase, but it is possible that
benefits flows can be sustained later without being hosted by a user group.
For example, a savings and credit group whose purpose is to establish
good practice and creditworthiness of members so that bank loans can be
individually accessed, may be phased out after members qualify for bank
loans. In other cases, an induced organization may change its purpose,
form, and function, while the initial benefit streams evolve or discontinue.
In Madhya Pradesh, for example, the nature of the user group changed
when VRDP funds and associated benefit streams became available. This
brought increases in levels of attendance along with increased member
participation in decision making. In Uttar Pradesh, the SIC was perceived
mainly as a source of inputs, principally gypsum and fertilizer. Once soil
had been treated and farmers knew how to manage it, their interest in the
SIC decreased. 

For the projects studied, sustainability of an entity to manage collective
resources was appropriate to sustain benefits. Unfortunately, the processes
of user group development applied were unlikely to achieve this.
Processes of group formation and support activities responded to project
staff incentive systems rather than to group needs. Implementing agency
staff appeared to operate exclusively, in terms of the time frame and
targets of the projects, and project processes provided little incentive for
staff to invest in user groups. Moreover, staff often were unskilled in
organizational management, lacked the time required to work creatively
with local groups, and – sometimes understandably – had basic questions
about the need for user groups. 

Two questions arise from these findings. First, was it appropriate for
these resource management projects to invest in establishing or regulariz-
ing groups at all? And second, if a user group was appropriate, how could
its development be matched with its objectives and related roles and
responsibilities? The lack of correspondence between project design
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objectives and the objectives of user group members raises fundamental
questions over project expectations of these mechanisms of collective
action, and suggests that user group roles and functions should have been
better reviewed during design. If user groups were essential to achieve
project objectives, the role of project staff would be critical. Such staff
needed to be well briefed, possess organization-building skills, and be ori-
ented to participatory, client-driven development. In short, unless the
process through which user groups were established and developed was
given higher priority, there was little chance of them being sustainable.

Summary

For most members, community-level user groups were valuable and achieved
their formal objectives. Members’ perceptions of the purpose of their group,
however, generally differed from those of project designers and imple-
menters. Members tended to be content if they were receiving immediate
personal benefits from the project. They demonstrated low levels of owner-
ship of the user group and little interest in, or commitment to, the group as a
mechanism for managing cooperation beyond the end of the project.

Attendance at meetings and awareness of meetings, group finances, and
the rules of operation was very limited. Indicators of transparency, gover-
nance, and accountability were lower than expected. In addition, the inclu-
sion of women in meetings and as representatives was rare. Participation
was highest among people who were already well networked. Despite this
there was little evidence to suggest that benefits were appropriated by any
one social group. The community level user groups studied, appeared to
be working well in the short-term delivery of project benefits. Far more
doubtful was whether the groups in the three projects would achieve local
ownership of the user group and its functions.

Overall, a key question raised by the study was whether user groups
could achieve long-term sustainability as independent organizational
entities. If user groups were to continue after the life of the projects, either
the backstopping function needed to be transferred to another imple-
menting agency (such as local government panchayat raj institutions), or
resource management projects needed redesigning to accommodate the
building of local initiative, responsibility, and accountability. In addition, it
was not clear in every case if the sustainability of benefits was dependent
upon the sustainability of a user group.

Community level user groups may not have been an appropriate instru-
ment for the local management of the natural resources, in this study.
Management requirements differed according to the nature of the
resource and communities differed in economic, geographic, social, and
cultural terms. A more sophisticated and flexible approach to the design
of organizations for local management of resources is called for, during
both design and implementation of interventions.
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Appendix

Uttar Pradesh: site implementation committee

The site implementation committee (SIC) is a general body of the village.
Each household participating in the project, as a member of a Water User
Group (WUG), has one male and one female representative in the SIC.
The head of Gram Panchayat is the ex-officio chairperson of the SIC, and
the local Assistant Manager of the UPBSN acts as the Member-Secretary.8

The SIC is the platform for decision-making and implementation of the
activities at the village level and acts as a forum for interaction between
different project actors. At the time of study, SICs were unregistered
bodies. SICs prepare and implement a Site Implementation Plan (SIP) – a
micro-plan containing all the activities that are to be carried out in the
village as a part of the land reclamation process. The SICs are subse-
quently responsible for the distribution of agricultural inputs and for post
project maintenance of the assets developed under the project , for which
it is expected to generate a fund. During project implementation, SICs
receive financial inputs from the project for maintenance and manage-
ment of link drains, main drains, and maintenance and management of
drainage network in the village. The SIC also distributes funds to each
WUG for construction and maintenance of drains. 

A core team – the Executive Body of the SIC – is responsible for execut-
ing and monitoring the activities. The core team is constituted from the
leaders of the WUGs, a Mitra Kisan (MK – male) and a Mahila Mitra Kisan
(MMK – female) who are villagers identified by the SIC to act as animators
and as a link between the villagers and the project. The villagers elect
these individuals by voting, usually in an open meeting This core group
will change if WUGs change leadership, but the MK and MMK usually
remain throughout the project period. The SIC is required to meet twice
a month during the time of implementation of the project. Post project,
the SIC is required to meet quarterly. The SIC has to maintain financial
records, minutes of meetings, and records relating to maintenance and
management of drains. There are few additional formal rules of the SIC.
They are encouraged to develop their own rules and regulations regard-
ing decision-making, change of leadership, meetings, and dissemination
of information. 

Madhya Pradesh: village forest committees

Three types of village committees are formed under Joint Forest Manage-
ment (JFM) in Madhya Pradesh:

iii VFCs in degraded and low productive forest areas;
iii Forest Protection Committees (FPCs) in dense forest areas;
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iii Eco-development Committees in national parks and sanctuaries
(Government of Madhya Pradesh 2000). 

VFCs and FPCs are the user groups included in this study. 
VFCs and FPCs are constituted on the basis of a village or hamlet(s)

depending on what is most appropriate to existing forms of local organi-
zation. The committees are registered with the Divisional Forest Officer
(DFO). A Memorandum of Understanding is signed between the Forest
Department and the committee. All adult residents are members of the
general body of the committee. Each committee is supposed to meet at
least once in three months. 

The executive committee of the VFC or FPC can comprise 11 to 21
members. The villagers elect a chairperson and a vice-chairperson, one of
which has to be a woman. It is recommended that representation of
scheduled castes, scheduled tribes, and other backward castes is made pro-
portional to their size of the population in the settlement. A minimum of
33 percent should be women. There should be a minimum of two landless
families. All representatives of the Panchayat residing in the village should
be ex-officio members. The Beat Guard or Forester is the ex-officio secret-
ary of the executive committee. The term of the executive committee is
two years.

Andhra Pradesh: water users associations

The Andhra Pradesh Farmers’ Management of Irrigation Systems Act,
1997/98 made Farmers’ Organizations (FOs) independent legal entities.

Water users associations (WUAs) constitute the basic unit of an irriga-
tion scheme. Each covers a hydrological unit considered viable for irriga-
tion and manages between 100 to 2000ha of irrigated area which is
divided into four to ten Territorial Constituencies (TCs). The main
objectives of WUAs are to ensure distribution of water among users, to
maintain irrigation systems, and to enhance agricultural production. The
functions of the WUAs (and other tiers) are to prepare and implement
plans for improving the distribution of water, regulate water, maintain
accounts, carry out social audits, resolve conflicts that may arise over
water, assist the Revenue Department in collection of water cess, and liaise
with both the Irrigation and Agriculture Department, in order to enhance
agriculture.

Water users associations are constituted through elections. Landowners
and tenants within the boundaries of a WUA are general members and
have a right to vote for the representative of their TC and the President of
the WUA. The TC members and the President form the Managing Com-
mittee (MC ) of the WUA. The term of the MC and its representatives is
five years. There is, however, a right of recall of the elected representa-
tives. All decisions related to the management of the irrigation system are
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to be approved by the General Body of the WUA. The General Body has
to meet at least twice a year. The quorum for a general body meeting is
one third of the members. Meetings can be postponed if there is no
quorum. The subsequent meeting requires no quorum, and resolutions
can be passed by the majority of the members present. The MC has to
execute the decisions of the General Body (Government of Andhra
Pradesh 1997).9

Notes
1 The findings of recent research on the performance and factors associated with

that of the broader range of organizations found at the district level and below
are documented in Alsop 2004, and Alsop and Kurey 2005.

2 In this chapter, user groups are defined as local, membership-based, project-
induced organizations whose goal is to facilitate the local management of a
collective resource by those who utilize and receive benefits from it.

3 A fuller version of this chapter is available in Alsop et al., 2002. The full research
report is available from the author.

4 Regressions were originally run with poverty, caste, and education as independ-
ent variables. Concerns over co linearity were addressed by re-running regres-
sions, without the poverty and education variables, and results proved robust to
the original specification. 

5 Primary associations are based on cross tabulations. Small sample sizes prevent
regression analysis of village-level data.

6 “Locally evolved organizations” refers to those that have emerged without exter-
nal initiative or influence. 

7 Empowerment is defined as the capacity of a group or person to make purpose-
ful choice and transform that into desired actions and outcomes. See Alsop
et al., 2005 for definition and an analytic framework to understand and measure
empowerment.

8 If all the members of SIC agree they may elect another Chairperson than the
Gram Pradhan.

9 There is also a provision for WUAs to constitute sub-committees to implement
its various functions. 
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12 Shack/Slum Dwellers
International
One experience of the contribution
of membership organisations to
pro-poor urban development

Celine d’Cruz and Diana Mitlin

Introduction

This chapter considers the experience of the membership organisations
that make up the international network of Shack or Slum Dwellers Inter-
national (SDI),1 an international network of national urban poor Feder-
ations and their support NGOs. Each federation is made up of local
community organisations that are savings schemes (in which women are a
majority of participants). Since its inception in 1996, the international
network has grown significantly (see Table 12.1). Through an analysis of
the experiences of the SDI members, we will identify some successful strat-
egies with regard to the contribution of membership organisations to
poverty reduction in urban areas.

It is important to elaborate on the meaning of membership in the
context of SDI.2 SDI specifically seeks to strengthen local groups that
address the collective needs of urban poor communities in ways that are
inclusive of the poorest residents. Groups develop a recognised identity
and draw individuals together in joint activities within a common gover-
nance framework. ‘Membership’ in the savings schemes is defined by par-
ticipation in savings and other community activities. There is a deliberate
effort to avoid formalisation; this advantages the more articulate, literate
and higher-income residents who are more familiar with the formal world.

It is equally important to emphasise that the federation leadership does
not see the federation as a ‘membership organisation’ in the conventional
sense of an exclusive and defined grouping. In India, where many SDI
practices first developed, the precedent to the savings schemes and feder-
ations in urban areas were the conventional trade union movements and
political parties, both strongly characterised by membership affiliation.
Neither was able to address the needs of the urban poor and their strat-
egies appeared flawed to the emerging SDI leadership both because their
exclusivity pushed away the poorest (and hence determined their irrelev-
ance to this group) and because such exclusivity prevented the develop-
ment of a mass movement.
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Conscious that the important issues that confront the urban poor are
those that affect communities at the city level (for example, evictions,
water and other services), the federations sought strategies that brought
people together at the community, city and national level. Pavement
families in Mumbai may have six to seven members employed in the infor-
mal economy and earn a fairly decent family income; however, they live
and work in appalling conditions over which they have no control. The
federations realised that addressing needs such as secure tenure and basic
services requires a politically astute strategy and an all-inclusive position
that promotes unity. Individuals determine the extent of their own mem-
bership through the level of their participation. There are, inevitably, an
inner core of strong savings scheme members in each neighbourhood and
a wider outer core of less committed and more hesitant participants who
become more involved as they gain confidence in the process or as their
personal situation changes. The national federations seek to allow such
choices.

An analysis of the experiences of this network requires an understand-
ing of its strategies and activities. Our underlying argument is that the
processes used by specific membership organisations are critical to the
outcomes that can be anticipated. The chapter will start by describing the
growth and strategies of SDI. Subsequent sections look at what has been
secured at a local level and analyse factors relevant to SDI’s success.

The emergence of SDI

SDI and its strategies emerged from organising approaches used by Indian
slum dwellers in the 1970s. In 1975, the 70,000 residents of Janta Colony,
north east of Mumbai, were threatened with evictions and organised
themselves under the leadership of Jockin Arputham, a local resident.
This experience prompted Jockin to form the National Slum Dwellers
Federation of India (NSDF). Secure tenure was a central objective; evic-
tions, if unavoidable, should happen in consultation with communities
and with an alternative plan for resettlement. The community leaders
drew on the main organising traditions that they knew, those of the polit-
ical parties and trade union movements. They struggled to achieve success
and were forced to step back to analyse their failures. Their analysis
demonstrated that the movement lacked depth; large numbers could be
mobilised for specific events, but there was no continuing activity to keep
them engaged.

In 1985, NSDF entered into a partnership with the Society for the
Promotion of Area Resource Centre (SPARC), an NGO founded in 1984
in Mumbai, which sought to work with pavement dwellers (Patel and
Mitlin 2004). In 1986, NSDF and SPARC together initiated the first pave-
ment women’s organisation, Mahila Milan. These three organisations
created an alliance with the common objective of developing a strategy for
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housing the urban poor (Patel and d’Cruz 1993). During this period, the
main strategies being used to support housing rights by other Asian NGOs
were confrontation through demonstrations and legal proceedings.
However, there was little follow-up after the initial crisis of demolition.
This strengthened the belief of SPARC and NSDF that the affected
communities (not the NGOs or politicians) needed to be at the centre of
the process. Urban poor communities themselves needed to develop the
capacity to identify credible alternatives and to negotiate for such alternat-
ives. The women pavement dwellers working along with SPARC and NSDF
began to create a new learning and knowledge that would build such
capacity.

In 1991, NSDF was invited to an initiative to organise the poor in the
informal settlements of South Africa.3 The Indians explained that at
independence they had been promised a lot by their leaders, but the poor
received nothing and were soon evicted by the newly elected government.
The message from Jockin was clear ‘. . . you need to do your own home-
work and organise yourself to make it easier for your government to
deliver houses’. Shack dwellers in South Africa set up savings schemes and
initiated regular exchanges between members. In 1994, the South African
Homeless People’s Federation was formed with 200 savings schemes.

In 1996, leaders from savings schemes in Cambodia, India, Namibia,
Nepal, South Africa, Thailand and Zimbabwe came together in South
Africa to launch SDI. The links between the communities were already
strong due to regular international exchanges. From the beginning, this
network believed that the function of its international activities was not to
manage local groups but to strengthen local activities by creating a sup-
portive international presence marked by innovation and diversity.

Strategies for change

The aim of SDI is to strengthen communities so that they can initiate,
direct and manage change in areas that they themselves have prioritised.
Despite appearances, the federations are not primarily vehicles to deliver
low-income housing. Ongoing evictions and the scale of insecure tenure
lead to the prioritisation of housing. This priority is both practical and
strategic (borrowing from the terminology used by Moser 1989). The scale
of inadequate housing has been recognised (UN-Habitat 2003), and the
consequences for health, well-being and livelihoods are widely acknow-
ledged. At the same time, there is a strategic reason for prioritising
shelter. Addressing shelter (including land, infrastructure, services and
the dwelling) requires an immediate and continuing collective effort in
self-organisation and effective dialogue with local government. Most of the
problems faced by the poor require political solutions which can only be
achieved if the poor act collectively (Castells 1983). Approaches such as
micro-finance create individualised possibilities, may result in increased
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inequality within low-income settlements (see, for example, Copestake’s
(2002) analysis of a Zambian programme) and reduce the capacity for
collective action. SDI’s core organising principles establish the pre-
conditions for effective political action by the poor through strengthening
inclusive local organisations that, through federating, have the potential
to negotiate with various levels of government.4

Beginning with the most vulnerable

When SDI groups begin work in a new city, their priority is to identify and
organise the very poor and vulnerable groups. Every city has groups of
people who are never included in city development plans; these are the
pavement dwellers in Mumbai, the homeless and landless groups in South
Africa and the scavenger families who live on the dumpsites in Manila.
SDI believes that if the strategy is built around the needs, perspectives and
capacities of those with higher incomes, it is likely to exclude the very
poor. The savings process seeks to ensure that women, often vulnerable,
are at the centre of the process. Women’s collectives develop and manage
systems around savings and loans within the community and control
decisions related to money management. These experiences help redefine
the relationship between women and the rest of the community. In the
past, women have managed their minimal finances at home, and these
skills are now transferred to the community level.

Savings and loans

Daily savings is at the heart of the membership (participative) process.
Most families have lost the ability to trust their own community, and
rebuilding this trust is essential for collective action. Saving together helps
families learn to trust one another. The process of savings also embeds
practices of accountability and transparency within these local organisa-
tions. Managing savings and loans provides the community with new skills
and enables the federations to take on new risks and manage complex
funds.

The formula is simple: without poor women joining together, there
can be no savings: without savings there can be no federating; without
federating, there is no way for the poor themselves to enact change in
the arrangements that disempower them.

(Appadurai 2001, 33)

A frequently heard story when SDI initiates savings in any new community
is of past leaders running away with the money. The picture that often
emerges through in-depth studies of local neighbourhoods or residents’
associations is one of male domination, with a major function being to
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further the incomes and/or political ambitions of the local leader and, at
best, partial improvements in the locality (Benjamin and Bhuvaneshari
2001; Peattie 1990; Scheper-Hughes 1992; Thorbek 1991; van der Linden
1997). Such organisations fail to address the needs of some of the
more vulnerable groups, notably women. Embedded within existing
systems of political patronage, they are designed to secure benefits for a
few. The first challenge for SDI is to support local groups to overcome
such problems.

Community exchanges as a methodology for learning

The most important vehicle for community learning and knowledge cre-
ation is the exchange of information, experience and skills between urban
poor communities (Patel and Mitlin 2002). Community exchanges take
place at all levels including internationally. Over 60 per cent of those who
participate in the exchange visits are women. Exchanges are not a single
experience but a series of visits that enable mutual learning. A curriculum
based on each community’s learning needs is created, and, as a result,
knowledge within each community begins to consolidate.

Exchanges between communities draw large numbers of people into a
process of learning and change.5 Exchanges enable the poor to reach out
and federate at the city and national level, thereby develop city and
national strategies. Exchanges locate the basis of federating within the
members of savings schemes and help to avoid it being dominated by, and
exclusive to, the leadership. The underlying process is a powerful and crit-
ical one. The message is that the poor must learn from, and must depend
on, themselves. The NGO leaders step aside from the immediacy of learn-
ing, making the poor the agents of change.

Enumeration and the mapping of settlements

National and local governments use census-taking and statistical enumer-
ation to allocate finite state resources. Demographic information provides
an objective basis for ‘subjective choices’ normally determined by ‘polit-
ical processes’. SDI groups have adopted self-enumeration as one of the
main strategies. Members gather reliable and complete data about house-
holds in their own communities. Hut/shack counts, settlement counts and
settlement profiles, and cadastral and household surveys all become
powerful tools in mobilising communities. The data generated is used in
negotiations for resources such as land, housing, government grants and
opportunities for employment.

The collective strength experienced through knowledge derived from
these self surveys is empowering and gives people the hope to reach previ-
ously unattainable goals. For example, in Dharavi, a slum in Mumbai
which is a hub of informal business and houses 85,000 families, the daily

226 C. d’Cruz and D. Mitlin



cash turnover is Rs.700,000 (US$14,000). Such information makes the
urban poor aware of their collective economic power and provides them
with a valuable negotiating tool.

House model exhibitions

At large, open-air events attended by housing professionals, government
officials and politicians, communities show life-size house models they
have designed and constructed. These exhibitions allow the poor (espe-
cially the women) to discuss and debate housing designs best suited to
their needs. The women furnish the house model with beds, stoves and
some basic storage; this enables the women to compare it to the space
they presently live in. Federations of the poor dialogue with professionals
about construction materials, construction costs and urban services; this
process allows communities to redefine their relationship with profession-
als in their city.

Precedent setting

When savings schemes are strong enough to put forward their own devel-
opment ideas and options, precedent setting develops. Groups innovate
new practices in areas such as land sub-division, water installation, con-
struction of toilet blocks and housing development. These precedents
open a dialogue with city officials, demonstrating to senior policy makers
and administrators that it is possible to do things differently. Policy
change alone is not strong enough, and a ‘precedent’ that works is what
creates the legitimacy needed to bring about change. The process builds
trust both within communities about their own capabilities and between
the poor and the government. In Kenya, when Pamoja Trust, along with
the Federation, constructed the first house model, it set the tone of its
initial negotiation with the city. This model prompted the city to assign
the Federation the task of constructing 2500 houses in Huruma. The Fed-
eration will also construct the first 800 houses to be shifted from railway
lands in a recently agreed resettlement process; this agreement emerged
from an exchange visit between the Federation in Kenya and Mumbai,
India, when officials saw similar resettlement programmes there.

Some successes

The growth of SDI is summarised in Table 12.1 and reflects both national
achievements6 in the mature countries and the appeal of the methodology
to other communities and professionals. For the most part, these have
been new ventures for community leaders and professionals. However,
there have been exceptions, and, in the Philippines, a well-established
pro-poor micro-finance group recognised the importance of secure
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tenure. After exploratory exchanges, the group adopted the SDI method-
ology and established the Philippine Homeless People’s Federation. In
Uganda, government officials learnt about the work of SDI through activ-
ities in Kenya and asked for capacity-building support in the low-income
settlements of Kampala. The challenge for SDI is to continue deepening
the success of the more mature and older Federations, whilst at the same
time responding to the scale of interest from grassroots organisations and
urban development professionals.

Turning to specific outcomes, SDI groups have developed a number of
alternatives to evictions. Concerned to find alternatives to existing con-
frontational strategies that did not result in long-term solutions, the
Indian alliance of SPARC, NSDF and Mahila Milan launched a long-term
strategy to build community capacities. The pavement women undertook
an enumeration about their settlement and began to collect accurate data
about themselves to enable a dialogue with the city. The enumerations
were compiled in a report that countered a lot of myths about pavement
dwellers and educated city officials on how they were different from other
groups of slum dwellers.7 This publication was followed by a survey of
vacant lands in the city, showing the potential for resettlement. Through
saving, women demonstrated that if government was willing to give them
land, they were ready to construct their homes with the funds needed to
leverage a housing loan. Affordable and feasible house and settlement
design helped actualise these negotiations with practical comments and
suggestions. Successes were achieved. By the end of 2005, SPARC and
NSDF in India had resettled 50,000 households.

This strategy of building capacity offers city officials the opportunity to
look again at the urban poor. The pavement dwellers in Mumbai helped
the city officials and politicians reconsider options other than evictions. By
1999, when the railway authorities wished to evict tens of thousands of
families living alongside the tracks, the Indian federations were ready with
enumeration skills and over 70 per cent of families were already saving
daily.

Achievements include the establishment of urban poor funds which
make direct investments and bridge finance state subsidies (notably in
India and South Africa) to enable people-managed development. SDI
groups have experimented with a number of organisational forms of
urban poor funds, and in most cases they are located outside of the state.8

An exception is the Community Organization Development Institute, a
state agency in Thailand which provides subsidised loans for housing, land
purchase and community revolving funds.

Further success has been achieved in improved regulatory frameworks
that reduce the cost of development and facilitate incremental and more
affordable approaches. The costs associated with building and land devel-
opment regulations are considerable, and SDI groups in Africa (notably
Kenya, Namibia and Zimbabwe) have sought regulatory reform. Higher-
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density development, collective infrastructure and extended periods for
housing construction all assist with affordability and inclusion. The suc-
cesses can be illustrated through the experience in Windhoek (Namibia)
which, like many Southern African cities, has been growing rapidly in the
recent decade. Housing needs are acute, and the City of Windhoek found
that it could not respond to the shelter needs of a growing population.
Between 1991 and 2001, the Council provided 6000 serviced plots, well
below requirements. The Council estimated that only 4 per cent of those
living in Windhoek’s informal settlements could afford plots with indi-
vidual household connections. During the late 1990s, there was an evident
tension in the Council between a political commitment to provide ser-
vices, a financial requirement for cost recovery and a high level of profes-
sional commitment to managing urbanisation. With this scale of need and
limited affordability and in response to a stakeholder consultation
process, the Shack Dwellers Federation of Namibia and the Namibia
Housing Action Group (NHAG) put forward a development model based
around self-help and a new partnership between the poor and the munici-
pality. After discussions with the Federation, the Council designed a
system of ‘development levels’ that define the level of services that is pro-
vided. The lowest cost option is a rental plot of 180m2 serviced with com-
munal water points; the rental charge is sufficient to cover financing costs
for the land investment plus water services and garbage collection. The
second lowest cost option is for a group to purchase or lease a block of
land, again with communal services. In Windhoek, it costs N$10,000 to
provide individual services to a 300m2 plot. Within this policy, Federation
groups can supply communal services to 180m2 for between N$2100 and
$3100 and individual connections for N$3200 and $4300 (Mitlin and
Muller 2004).

The Federating strategies ensure a political presence that consolidates
as groups grow stronger. The first step towards achieving voice occurs at a
very local level. As one woman member of a savings scheme explained
during a review of the loan fund activities of the Shack Dwellers Feder-
ation of Namibia: ‘Twahangana9 is good. Before Twahangana, I was silent.
I could not say anything. Now I go to meetings. I talk’ (Savings scheme
member, Oshakati, 12 August 2004).

Central to the process of inclusion is an informal local process that
enables the women active in the savings schemes to become leaders.
Cleaver (1999) suggests that the formalisation of local organisations may
discourage the involvement of the poorest and, in SDI, informal ongoing
activities help to ensure that the voice of the least powerful is heard. The
first women in SDI, the pavement dwellers in Mumbai, moved from being
encroachers in the city to finding an identity for themselves and determin-
ing their future in the city as recognised citizens. For the first time, the
women experienced the power of being able to sit across a government
official’s table and negotiate many small victories:
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• Health system: the dean from the local hospitals talked to them in
their settlements about the policy for health services.

• The women obtained ration cards (enabling access to subsidised food
grains). They could not get this in the past due to the fact that they
lived on pavements and it was never considered as a fixed address.

• The women talked to senior inspectors from the local police stations
about their security rights. It was important for the women to know
that they should not be called to the police station after dusk. Many of
them complained about their husbands being picked up by the police
when they got home late from work. It was part of a routine police
exercise to round up a certain quota. It is easiest to pick up the very
poor. Today their relationship with the police has changed. The
Mumbai Police along with the women’s collective have created ‘police
panchayats’ in various neighbourhoods. Mahila Milan is a member of
the panchayat, and women leaders solve most petty disputes before
they reach the police station.

Growing confidence and skills helped the women tackle the more difficult
issue of demolitions. SDI groups are now regularly invited by city officials,
NGOs and communities to participate in finding city-level solutions for
the urban poor. They have gradually begun to influence decisions at the
local, national and the international level. Their critical mass along with
their rootedness in the local on a daily basis gives them the strength,
wisdom and voice to manage the complexities of this process. At the
national level progress has been varied, although SDI has demonstrated
considerable adeptness at moving to take advantage of opportunities with
international support for national initiatives.

In Cambodia, the urban poor have struggled to establish themselves
faced with a history of considerable oppression and rampant redevelop-
ment. Nevertheless, relationship building between the Squatter and
Urban Poor Federation resulted in a pledge by the Prime Minister in 2003
to reverse existing policy and favour the improvement of 100 central low-
income areas in Phnom Penh (Asian Coalition for Housing Rights 2004).
In Zimbabwe, despite very difficult political and economic circumstances,
the Federation groups have been able to take advantage of the declining
legitimacy of the central state and increasing local political competition to
further their interests. As Friedmann and Douglass (1998, 2–3) argue in
reference to civil society more generally, these efforts seek to transform
(rather than overturn or replace) the state, making it more inclusive and
more responsive to its citizens.

The consistent experience of SDI has been that changing agency policy
and behaviour requires a critical mass – lots of experiences at a local level
that collectively reinforce a new role for these agencies. Scalable solutions
designed by the poor often have to contest solutions brought in by bilat-
eral and multilateral agencies. However, over time, Federation strategies
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have produced credibility and respect as sustained activities demonstrate
new solutions that work for city and the poor. SDI will keep responding to
strategic opportunities at the centre, but the critical strategy is to build
many local experiences and create many local leaders.

Understanding the experience

What do these experiences and achievements indicate about the contribu-
tion of membership organisations to urban development and poverty
reduction? Four factors appear to be particularly helpful in understanding
the contribution of SDI groups to poverty reduction. In each specific
locality, these factors may be more or less significant; however, all emerge
as being ‘necessary’ factors if the urban development process is to secure
voice, redistribution, and access to housing, land and basic services.

Knowledge and learning

A central component of the SDI process is the recognition that commun-
ity members learn very differently from the NGOs who work with them
and that community learning is imperative to the process. NGOs learn
with conventional education strategies: through the written word,
seminars, networking and more recently by surfing the web. Formal
education trains the professionals to collect information, collate and syn-
thesise it. Community members, often lacking formal education, learn
through experiences and collective wisdom. They draw on real-life experi-
ences to understand what works and does not work and what feels right
and does not feel right. SDI’s experience suggests that they often have
particular numeric skills, being more familiar with and street-wise about
financial transactions. The prioritisation of knowledge creation and learn-
ing capacity within low-income communities is fundamental. The
experience of SDI groups is that the emerging solutions only work for the
poor if they come from the poor and are refined by the poor through
practical experience. Membership, within both local savings schemes and
the federations, is critical to that process. Through federations, members
gradually consolidate solutions that address the problems they face indi-
vidually and collectively.

Also important in learning has been the creation of a separate organisa-
tional space for women (through savings groups). Traditional leadership is
often a couple of male leaders who monopolise information and decision-
making. As women organise in a separate space, the traditional leadership
is less likely to be threatened; women are not viewed as competition but as
having a complementary role. Hence, they are given the space to develop
precedents that address their priority needs. The role of the local collective
is also essential. In the absence of a collective, women leaders often behave
as the conventional men leaders. Collectivising the problem makes it more
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evident that the only effective solutions are political ones and this requires
the community to act together. Once the group understands this, they own
the process and begin to build the capacities they need.

Learning and knowledge creation activities at three levels (within the
community, between communities, and between the cities and countries)
mutually reinforce a process that ensures that the central agency of the
poor is able to determine development activities. The focus on local learn-
ing enables ideas to emerge and be nurtured so that the activities reflect
local knowledge and local commitment. Rather than providing informa-
tion that is used within an externally driven participatory programme
and/or a localised development planning process, knowledge is used to
determine choices at the local level. Horizontal exchanges between
communities ensure that only one community (in any networked group)
needs to take up the opportunities mentioned above (on pages 225–7) as
ideas are shared, spread and the exchange provides a catalyst to take
learning to the next level. The implications are taken up later in the sub-
section on federating.

The role of the NGO

The second critical factor is the relationship between the federations and
support NGOs. Howes (1997, 597) notes that some NGOs have consider-
able experience in supporting membership organisations. However, SDI’s
experience is that the role played by NGOs can be a difficult one.10 The
role of the support NGO is to play a catalytic function to support the fed-
erations to claim their own economic, social and political rights. In
general, the NGOs manage the finances and take on the administration,
helping to create accountability between the two organisations. The NGOs
are accountable to the national federation for financial decisions and
other choices that affect the federation (and must avoid exercising
control), whilst the members are responsible for the finances that they
receive. This tension is healthy (despite being difficult). The support
NGOs also bridge the gap between development professionals (especially
those within the state) and the communities, and this role is extended
internationally when dealing with staff in funding and other agencies.
They may take the lead when negotiating, if city officials are hostile and
are not willing to talk to slum dwellers.

NGO staffs are mostly middle-class professionals who, very easily, fall
into their dominant behaviour of providing answers. They like to present
themselves as people who know what is best for communities. Such atti-
tudes need to be changed before professionals can serve ordinary people.
This is one of the main challenges within this relationship. A further issue
is that of donor funding. There is a lot of pressure on NGO staff to give in
to donor demands to formalise the community process. The professionals
have to ‘walk through’ the logic of the federation and create a system that
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works for the members and for the external agencies. They have a double
obligation of protecting the federation and meeting the demands from
the formal world. A successful outcome can only happen if differences are
recognised at the same time as trust is established. There is always a risk
that the partnership will break apart, and much patience and courage are
needed to find solutions.

As support NGOs take federation ideas that work for the poor and
translate them for the formal world, they have to resolve contradictions.
At the same time, the relationships are in permanent transition as the fed-
erations and savings schemes grow stronger; there is a constant shifting
down of tasks as local capacity is developed. This model differs from that
discussed by Howes (1997, 601), who suggests that the NGO should move
towards a point where they disengage. Within SDI groups, the NGO keeps
changing its role, but there is an understanding that it will continue to
contribute to the development process. The SDI experience also differs
from that researched by Howes (1997, 603) in that prior institutional
strengthening of the NGO is not necessary; rather both institutions grow
stronger together.

Federating

Whilst some attention has been given to federating (Appadurai 2001; Beb-
bington 2002; Howes 1997; Mitlin 2004), neither the process nor the out-
comes of federating membership organisations has been particularly
closely explored in development literature. The experience of SDI sug-
gests that the federating process is significant in changing the nature of
the way in which local community organisations function, strengthening
their collective identity and taking on responsibility for accumulating
knowledge. Thorpe et al. (2005) suggest that some of the poorest find it
difficult to participate in membership groups and are excluded from
many ongoing activities and the benefits they offer. Federations offer a
capacity to reflect on such processes and strategies to avoid such
processes.

In addition, strong federations change the way city authorities look at
their low-income communities – rather than being the ‘problem’ they
have become the ‘problem-solver’. A federating capacity opens up new
possibilities for a city seeking to upgrade and improve low-income settle-
ments. This is demonstrated by the present resettlement process from the
railway tracks in Mumbai, which is being coordinated by SPARC, NSDF
and Mahila Milan (discussed in the following sub-section).

The significance of federating at a neighbourhood level can be under-
stood in reference to recent commentaries on the practice of participa-
tion in development. Many participatory approaches to development
claim to be empowering; however, questions have also been raised about
the authenticity of such approaches (Cooke and Kothari 2001). The
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groups within SDI believe that a participatory development process has to
be institutionalised through local groups controlled by their members,
which are linked together through a horizontally driven federating
process. Activities are then managed through a participatory democratic
structure rooted in local organisation. This is the strategy that SDI uses to
counter the centralising tendencies referred to recently by Kumar and
Corbridge (2002) when they discuss why another participatory anti-
poverty initiative has failed. The federative nature is also critical because it
has a political agency and identity capable of negotiating with politicians
inside and outside of government.

As noted above, many SDI mechanisms have both an immediate mater-
ial agenda in meeting people’s needs as well as a political agenda oriented
towards a more ambitious programme of reform, inclusion and redistribu-
tion. To what extent can the political agenda of SDI be located within the
citizenship agenda that has been promoted by supporters of participation
and inclusive governance (Gaventa 2004)? The question is important
because it highlights the extent to which the approach of SDI is also con-
cerned to change relationships between state and citizen. In changing this
relationship, SDI aims to embed collective action within the process of
urbanisation, urban development and urban citizenship rather than sup-
porting an atomised and individualised conception of citizen and state
which have previously left the poor and their interests unprotected. This is
the theme of the final sub-section.

The significance of citywide strategies

SDI groups are involved in developing new relationships between the
urban poor and the city authorities and politicians. Federations, their
members and support NGOs work strategically to generate political
support and bureaucratic confidence. The role of strongly rooted local
organisations is critical in securing political interest and commitment.
The default social position for the poor has always been civic invisibility.
Federation activities, such as housing exhibitions, provide a means of cre-
ating political visibility. The poor gain official recognition and legitimacy
for their work through such public events and capture the civic space
within the public sphere. However, this public recognition is a small part
of more fundamental changes that are sought.

As savings schemes and Federations grow in capacity and scale, they
seek to develop initiatives based around precedent setting and the man-
agement of state programmes. Groups get involved in water and sanitation
provision as well as other local improvements. Despite this work, it is not
possible to typecast SDI groups within the category of ‘service delivery’.
Involvement in services becomes a way of strengthening local organisa-
tions and developing strategies that more effectively address the needs of
the poor. The objective is both to address material/practical needs and to

234 C. d’Cruz and D. Mitlin



strengthen political/strategic organisational capacity. What is important
for SDI is that the means of securing services is itself a way to strengthen
organisational capacity; hence, toilet blocks in which the community
manages and maintains the facility are both an efficient way of providing
sanitation in dense urban settlements and a community centre which
spreads skills and experiences through its operation.

Changing the way business gets done is not always an easy task, espe-
cially the precedent setting phase. There are many mistakes that do take
place and this makes the process vulnerable to external criticism. The
risks and messiness of the process make it easier for city officials and pro-
fessionals to dismiss the innovation. The first response by external profes-
sionals is often ‘to throw the baby out with the bath water’, as they do not
recognise the potential of community strategies to change the way the city
does business with the poorest 20 per cent of its population. The failure to
manage an innovation is often confused with the potential capacity of the
innovation, and the city does not consider how it can assist the process of
change. Changing institutional behaviour is always a difficult thing to
achieve.

SDI groups seek to identify a political space and then use this space to
secure developmental benefits, generally around secure tenure, infrastruc-
ture, services and housing, that address immediate needs and build the
capacity of the poor to innovate, strategise and negotiate for further bene-
fits. This conceptualisation and reality are not well represented either in
present discussions of state and civil society partnerships to provide ser-
vices or in citizenship. Both discussions are more strongly located within a
modern Northern state. Neither discussion fully encapsulates an altern-
ative relationship between citizen and state in which local membership
organisations offer alternative development strategies which, when taken
up by the state, create new possibilities for citizen action.

SDI groups have been able to create new alternatives from their institu-
tional capacities. Such initiatives broadly fit within what Joshi and Moore
(2004, 40) have referred to as institutionalised co-production which is ‘the
provision of public services . . . through regular, long-term relationships
between state agencies and organized groups of citizens, where both make
substantial resource contributions’. They can be illustrated in the case of
Mumbai’s recent transport strategy, in which the Federation provided an
organisational resource to match state land allocations for resettlement
and funds for construction (Patel et al. 2002). Mumbai relies on its exten-
sive suburban railway system to get its workforce in and out of the central
city; on an average, over seven million passenger trips are made each day
on its five main railway corridors. By 1999, nearly 32,000 households lived
in shacks next to the tracks at high risk and without water and sanitation;
these households reduced the speed of the trains and the capacity of the
network. Families lived there because they needed the central location to
get to and back from work and could not afford an alternative. Discussions
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within the Railway Slum Dwellers Federation (to which most of the house-
holds along the railway tracks belonged) showed that most wanted to move
if they could get a home with secure tenure in an appropriate location.

A relocation programme was developed as part of the larger scheme of
the Mumbai urban transport project improving the rail network. The
management of the resettlement of 60,000 people was entirely voluntary.
Land sites were identified to accommodate the evicted households, and
the Federation was given the responsibility for managing the resettlement
programme. The resettled people were involved in designing, planning
and implementing the resettlement programme and in managing the
settlements to which they moved. The huts along the railway tracks and
their occupants were counted by teams of Federation leaders, community
residents and NGO staffs. Residents’ questions about what was being done
and how the move would be organised were answered. Maps were pre-
pared and each hut was identified with a number. Draft registers of all
residents were prepared and the results returned to communities for
checking. Households were grouped into units of 50 and the families in
each unit moved to the new site together. Identity cards were prepared for
all those to be moved and visits were made to the resettlement sites. Then
the move took place with some households moving to apartments and
others moving to transit camps while better quality accommodation was
being prepared.

In this case and in other programmes, the objective is not to work out a
way for the state to provide essential services albeit with the financial and
organisational support of residents. Rather, it is for the community to work
out new ways of developing cities that are inclusive and then to secure state
resources to enable the implementation of such solutions at scale. Critically
important for SDI is that these processes further strengthen the movement
of the urban poor, including its local membership and their capacities
such that existing benefits can be maintained and new priorities can be
addressed. To this extent, the strategies go beyond ‘institutionalised co-
production’. Cleaver (2004, 275) recently argued: ‘[S] surely “empower-
ment” and “transformation” require not just the opening up of
participatory spaces to debate citizenship, to hold the state to account and
so on, but also the more prosaic transformation of everyday life.’ SDI seeks
to go beyond this dichotomy. The prosaic transformation of everyday life
offers ways to empower and to open up participatory spaces; equally the
opening of those spaces in turn contributes to the transformation of every-
day life. Despite these ambitions, it should also be recognised that there is
a frequent tension in such relationships with the state. On the one hand,
SDI groups struggle to make state programmes work more effectively for
their members within the parameters discussed above (pages 234–5). On
the other, the institutions of the state influence the programmes to be less
people-centred and locally controlled (see, for example, Baumann and
Bolnick (2001) on the experiences in South Africa).
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Conclusion

It is possible that the debate on membership organisations will emerge
with similar parallels to the debate on participation. First receiving wide-
spread support, criticisms began to emerge based in part on different con-
cepts of participation and what each entails (see, for example, Cooke and
Kothari 2001). To anticipate such a debate, it is important that there is an
understanding that different forms of membership organisation have dif-
ferent contributions to make to development. Different kinds of processes
address different needs, do different functions and have different
strengths. In the case of SDI, the process has sought to be inclusive at the
local level, drawing in slum or shack dwellers in the settlements and cities
where it is active. At the same time, this open process at the grassroots is
then focused at the city, state and internationally through a federative
structure. This process of federation building is to ensure that the voices
of its members are heard and acted upon within agencies involved in local
and international policy-making. In a context in which the poor are
ignored and representative democracy appears to have lost touch with the
concerns of the poorest, SDI develops structures that enable the urban
poor who have been involved in local struggles to define and articulate
their collective aspirations and vision.

The network seeks to create new possibilities for belonging, an
informal equivalent to membership. The multiplicity of levels of organ-
ising and federating is a part of the picture: members of the group,
the community as a member of a city body, city federations as members
of a national federation and the Slum/Shack Dwellers International as
a network of national level federations. The large numbers that par-
ticipate, along with their ability to address the needs of the urban poor
on a significant scale, gain the attention of politicians and other
middle class in their cities. In the absence of the provision of housing
and basic services in any formal political agendas, the federations have
filled this vacuum by organising the urban poor at the community level
in different cities. The activities promoted at a local level seek to build
collective capacity and draw more people into the process by demonstrat-
ing the multiple capacities and opportunities of such a collectivity.

SDI’s understanding is that membership and citizenship require a
transformation in relationships. Out of such a transformation can grow a
new conceptualisation of development, one centred on addressing the
needs and interests of the poor.

Notes
1 This international network known as Slum or Shack Dwellers International by

its grassroots members in Asia and Africa, respectively, reflects the identities
with which the urban poor are comfortable.

2 The introductory note for this conference identified political parties, trade

Shack/Slum Dwellers International 237



unions and cooperatives as membership organizations that may not be associ-
ated with furthering the interests of the poor.

3 Whilst those living in formal areas were organised in ‘Civics’, informal dwellers
had many fewer opportunities.

4 SDI’s responsiveness to the needs of the poor has resulted in diverse lending
strategies including enterprise development, consumption and emergency
needs. However, this is subsidiary to major activities.

5 Face to Face, ACHR available online at: www.achr.net/face_to_face.htm.
6 For more detailed discussion, see Appaduai (2001), Asian Coalition for

Housing Rights (2004), Baumann and Mitlin (2003), Patel et al. (2002) and
Mitlin and Muller (2004).

7 A report published locally: SPARC (1985) – We, the Invisible, a pavement
dwellers census.

8 Funds have been established in Cambodia, India, Namibia, the Philippines,
South Africa and Zimbabwe. In the last year, Kenya, Nepal and Sri Lanka have
also established such funds. In many cases, the capital includes a contribution
from the state (national and/or local government).

9 The name of the loan fund in Namibia.
10 As Howes (1997, 602) recommends, all SDI NGOs are national organisations

not Northern agencies.
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13 Membership-based organisations
of the poor
The South African tradition

Jan Theron

Crossroads was once a squatter settlement known for factional conflicts
and the warlords who presided over the allocation of houses and
resources there, in collusion with the apartheid authorities. Now it is
integrated into the adjacent townships. The building the most notorious
of the warlords once occupied, now derelict, is where Mama N. relocated
her crèche and pre-school a few years ago. It belongs to the local author-
ity, and during the day there are 63 children in it, up to the age of six
years. There is also a large and flourishing vegetable garden. Produce is
sold to the community. To the elderly and sick it is given away.

Mama N. decided to start a crèche and pre-school in 1985, when she
learned that there were women in Crossroads desperate enough to
abandon their babies on a nearby rubbish dump.1 At first it was based at
her home. Then in 1999 she joined with 15 other crèches and pre-schools
to form a co-operative, known as Nosiseko Care Co-operative. Mama N. is
its chairperson. It is still going, more than five years later, with the same
number of members. Each of them operates a crèche and/or pre-school
facility. The largest of these leases premises from the local authority and
receives a subsidy from the government. Others operate ‘backyard
crèches’, from their homes. Each member contributes a subscription of
R10 a month.

Each member employs between three and six such assistants, called
teachers. Strictly speaking, then, the members are employers, in a relation-
ship of power over those who work for them. However the co-operative
subscribes to the principle that what each crèche earns should be equally
shared between the member and those who work for her.2 Monthly earn-
ings varied from one crèche to another and from month to month.
However, the estimated average income was between R200 and R250 per
month.3 For most of the members, this was the only ‘salary’ earned by a
member of the household. Mama N. herself is part of a household of
nine. No-one but her had a job at the time she was first interviewed, and
that was still so when I interviewed her again, a year later.

There are a number of reasons the incomes of the crèches fluctuate.
People do not require care all the year round, and there are poor parents



who cannot afford to pay regularly, or at all. The co-operative regards it as
a demonstration of its commitment to the community, in accordance with
co-operative principles, that it will accept the children of such poor
parents.4 Doubtless the community has confidence in entrusting their chil-
dren to a co-operative that displays such commitment. A co-operative is
also accountable to the community for the standard of care its members
provide in a way an individual operating on her own, or an organisation
for profit, would not be. Not that there is any prospect of an organisation
for profit offering the same service. There is no profit to be made from
this community.

Conceptualising MBOPs

The broad question this chapter seeks to address is whether the notion of
a membership-based organisation of the poor (‘MBOPs’) has practical
application in modern-day South Africa. There are some obvious reasons
why the concept is attractive: to give the poor a voice through organisa-
tions that they belong to and democratically control, and to secure
representation of the poor in local and national forums, shaping policy
and ensuring accountability. It is also possible that such organisation
could enable poor people achieve collectively public goods that the state
cannot or does not provide.

Equally, what seems a good idea in theory may be practically difficult to
attain, if not misconceived. The first consideration is what form such
organisations will take, and how they will be established and sustained.
The next consideration is how such organisations will avoid being appro-
priated: from within, by those wishing to pursue sectional interests, or
from without, by political organisations or other interests, or the state.
Related to this, any MBOP that is established faces a political dilemma.
MBOPs that challenge the status quo are liable to be repressed. On the
other hand, MBOPs that restrict themselves to self-help strategies can be
seen as enabling the state to evade its responsibilities, by making the poor
responsible for their own deliverance.

These are not questions that can be considered in abstract, as the case
of the Care Co-operative illustrates. Child-care is indeed the kind of public
good that some states provide. There is also a precedent for the local
authority in question to do so.5 A demand that the local authority assumes
greater responsibility for care for the very young is certainly legitimate.
But who will pursue this demand, if not an organisation that is practically
engaged with the problem? In fact, the co-operative can be said to be
pursuing this demand by actions such as occupying a building belonging
to the local authority and negotiating a lease that can be viewed as
representing an indirect subsidy. Now the co-operative intends to negoti-
ate for a direct subsidy from the Department of Social Development. The
co-operative has been assisted in these negotiations by the local civic
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association and sympathetic councillors. Yet neither the civic association
nor the local authority is likely to have prioritised child-care as an issue
without a push from below.

A co-operative is by definition an MBO. Yet, clearly all MBOs are
not organisations of the poor. Even though the members of the Care Co-
operative are by any definition poor, that would not seem to be the
primary reason to regard it as an MBOP,6 nor is it merely that the
community the co-operative serves is poor. What is paramount is the social
and economic need this co-operative fulfils in poor communities. More-
over, it is a need that the co-operative form of organisation is ideally suited
to fulfil, for the reasons mentioned. If therefore the notion of MBOPs has
practical application, co-operatives should be part of it, because of the
function they fulfil, and so too should trade unions. The members of
trade unions are not necessarily poor and, in a context of chronic unem-
ployment, may even occupy a position of relative privilege. However, as
long as there is a section of the poor that depends on wages earned in an
employment relationship, trade unions remain an indispensable organisa-
tional form for the poor.7

In what follows, I first seek to identify the characteristics of both co-
operatives and trade unions that enable them to function as MBOPs. I also
identify the limitations of these particular forms and, by implication of
MBOPs, in order to explain why they do not always fulfil this function. It
follows from this analysis that there is no ideal type of MBOP, which can
simply be replicated. There is also no form of organisation that should be
regarded as an MBOP by definition. An MBOP is an organisation that
functions as such, meeting the social and economic needs of the poor. In
the second part of this chapter, I briefly consider what the national
experience of MBOPs has been, from a socio-historical perspective, and
the current conjuncture. Part three is a survey of actual or possible models
of MBOP that have emerged or are emerging in the current conjuncture.

The state of civil society

But is it useful to introduce yet another acronym in debates about the state
of civil society in South Africa. In these debates, some emphasise the polit-
ical interconnectedness of the state and civil society. For this reason, any
movement seeking to challenge the hegemony of the state needs a mass-
based political party to give it coherence (Marais, 1998, 241–4). It has also
been suggested that the inauguration of representative democracy in 1994
has resulted in a withering of civil society in this sense (Seekings, 2000).
For others, the state and civil society are often sharply counter-posed
(Kotze, 2003; Fakir, 2004). The term ‘voluntary’ or ‘non-profit sector’ is
sometimes used as an equivalent to civil society in this sense (Pieterse,
1998; Kraak, 2001). Far from withering away, it is suggested that it is larger
than generally supposed (Pieterse and Van Donk, 2002).
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The voluntary sector is variously characterised as being composed of
non-governmental organisations (NGOs) and community-based organisa-
tions (CBOs) (Boulle, 1997; Kraak, 2001). In theory, the term NGO
should incorporate all forms of non-governmental organisations, includ-
ing those that are membership-based. In practice, it is common usage to
differentiate between trade unions and other NGOs. The co-operative
form is more often than not ignored. An alternative formulation, which
does acknowledge co-operatives as a distinct form, categorises them as self-
help organisations (SHOs). SHOs in turn are a sub-category of group-
based organisations (GBOs) (Von Ravensburg, 1998), an equivalent term
to CBOs.

The conceptual basis on which the above writers distinguish between
NGOs and CBOs is vague, but it appears to relate to perceptions of NGOs
as being better resourced, and having a formal legal identity, as opposed
to CBOs, which have a more fluid identity, and are a more grassroot form
of organisation (Pieterse, 1998; Pieterse and Van Donk, 2002; Kotze,
2003). To this mix, contemporary theorists have added the category of
social movements. The term ‘social movement’ suggests a distinction
between an organisation and a form of collective action, or a political
campaign. Yet, organisations that are or purport to be membership based
are regarded as part of the ‘new’ social movement in South Africa. This
‘new’ social movement supposedly arose in the period post-1994, when
the adversarial relations between the state and civil society changed
(Ballard et al., 2004).8

However, what is lacking in the above conceptions is an appreciation of
the significance of the distinction between MBOs and organisations which
do not have a membership base. What is critical about this distinction is
the light it throws on the social basis of organisations and the interests
they, in fact, serve, hence the relevance of the concept of MBOPs. Admit-
tedly ‘the poor’ is an elastic category that can be stretched to accommo-
date a variety of sectional interests, including those of the not so poor, or
the not poor at all. On the other hand, the scale of poverty in South Africa
is such that there is no obvious substitute for the term.9 Certainly, the
concept of the working class will not do, given the shifts in its composition
and significance over the past decade.

Co-operatives and trade unions as exemplars of
membership-based organisations of the poor

In saying that trade unions and co-operatives are forms of organisation
that can be utilised by the poor, I do not imply that there is any particular
blue-print of a trade union or co-operative that should be adopted.
Rather, the argument I seek to advance is that trade unions and co-
operatives embody a tradition of organising the poor and disadvantaged.
Any endeavour to organise the poor needs to take account of these
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traditions, because of the considerable experience both these forms of
organisation have had in overcoming the organisational and political dif-
ficulties inherent in such an endeavour.

I refer to a tradition in this context as a practice or practices consti-
tuted by an argument about what it is that an organisation should be, and
how it should be constituted (Macintyre, 1985). And although trade
unions and co-operatives clearly embody distinctive traditions, it is pos-
sible to identify a number of criteria or characteristics that are common to
both traditions, and which distinguish them from other forms of organisa-
tion. The hypothesis I seek to advance is that these are or should be the
characteristics of any organisation that aspires to be an MBOP and
embody a tradition of MBOPs. Thus in the tradition of both trade unions
and co-operatives:

1 The primary objective is to cater for the socio-economic needs of their
members. If the organisation is not seen to do so, it will fail. To do so,
however, the organisation requires a mandate from its members that
continually has to be renewed. It is the nature of this objective, and
the ongoing mandate it implies, that distinguishes these forms of
organisation from MBOs having a purely social or cultural objective,
on the one hand, or from political organisations, on the other.10

2 Both forms of organisation rely on the existence of a well-defined con-
stituency from which membership is drawn (‘the membership con-
stituency’). In the case of a trade union, the membership constituency
is workers in an employment relationship, more or less broadly con-
ceived. In the case of co-operatives, the constituency is defined by the
nature of the enterprise in which the co-operative is engaged.

3 The organisation is financed by the members. In the case of a trade
union, this takes the form of a subscription. In the case of a co-
operative, this may take the form of either a subscription or a mem-
bership share.11 The method of financing an organisation has of
course important implications both for the sustainability of the organ-
isation and for its autonomy.

4 There are clear structures of governance that define, first, the rela-
tionship between the members and leadership and, second, the rela-
tionship between lower and higher levels of organisation (such as
between local or branch and national levels or between primary, sec-
ondary and tertiary co-operatives). Thus, the highest decision-making
structure in both trade unions and co-operatives is (or should be) the
most representative forum of members.

5 There is a strongly developed sense of ownership of the organisation
by the members, and of accountability of the leadership to the mem-
bership, in sharp contrast to political organisations, in which a sense
of accountability and ownership is typically weakly developed or non-
existent.
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6 Both traditions embody values of co-operation and solidarity. These
values are necessary to counter any tendencies for the members for
the time being to put their immediate interests above the interests of
the constituency from which they are drawn and the long-term inter-
ests of the organisation. They, in turn, define a relationship between
members and the wider community or polity from which they are
drawn, which necessarily has a political character. It is the existence of
political values such as those that would differentiate MBOPs from a
criminal gang, for example, whose members happen to be poor.

Whether a commitment to such values is rhetorical or actual is of course
another matter. Any form of organisation is open to abuse, and it would
be boundlessly naive to suppose that merely because an organisation seeks
to confine its membership to the poor, or poor people comprise the
majority of its members, it will voice their interests. What Michels terms
the ‘iron law of oligarchy’,12 briefly stated, is that direct democracy in
mass-based organisations is impractical, because such organisations
necessarily call for a centralised bureaucracy with specialist leadership.
The leadership, in turn, has an interest in securing its own permanence
and comes to regard the organisation as an end in itself.

Perhaps Michels’ argument is over-stated insofar, as it depicts what is
properly regarded as a tendency as a law. It is nevertheless incontestable
that MBOPs, in particular, are susceptible to this tendency. First, the
poorer the members of an organisation are, the wider the gulf in both
material conditions and knowledge between members and leadership in
an MBOP is likely to be. Second, any organisation with a broad-based
membership amongst poor people will necessarily have to reconcile differ-
ent sectional interests within a notion of the overall good of the organisa-
tion, and this, even with the best of intentions, will all too often be the
interests of the section that is most vocal or best connected. It follows that
any evaluation of MBOPs, and specifically of the extent to which the
leadership in fact represents poor members, needs to be grounded in an
understanding of the local context, specifically the social and political
context, and an understanding as to what legal space exists to promote
specific forms of organisations.13

Organisation of the poor in the struggle

To understand the social context in which a tradition of MBOPs emerged
in the 1970s and more particularly the 1980s, one needs to begin with the
controls on the movement of rural people to the urban areas that the
apartheid system formalised. These exacerbated an urban–rural divide
and tended to relegate the informal economy to peripheries and the rural
areas. Apartheid did not simply create a racial hierarchy, with Africans as a
race group the poorest. It also created an economic and social divide
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between urban ‘insiders’ and rural Africans, as well as, amongst the
coloured group, a divide between a relatively privileged middle class and a
working class, particularly in the rural areas of the Western and Northern
Cape.

The event that more than any other defined the legal space within
which a tradition of MBOPs was possible was the 1960 banning of political
organisations opposed to white minority rule. Because the membership
constituency of organisations representing the African majority, the ANC
and the PAC, was overwhelmingly poor, any organisation of the poor
would inevitably be seen to be a proxy for the banned political organisa-
tions or to be in collaboration with the apartheid regime. This was cer-
tainly true of the civic movement that began to emerge in the late 1970s
and 1980s, at about the same time as a new generation of trade unions was
emerging.

Although sometimes these associations had ambitious schemes to rep-
resent residents, by and large they did not feel any need to recruit
members, to justify their claims to represent the community. More import-
antly, almost without exception, they had no presence amongst the
poorest sections of the African community: amongst migrant workers
living in the hostels and, with the influx of people from the rural areas,
amongst the shack-dwellers in areas like Crossroads. The divide between
these migrants and recent arrivals, on the one hand, and urban insiders,
on the other, was at the root of the factional violence in Crossroads and
elsewhere. The apartheid regime repeatedly exploited this division over
the years, at the cost of thousands of lives. These were lives that could
perhaps have been saved through organisations able to bridge that divide,
in struggles over grassroots issues affecting the whole community. As it
was, grassroots issues tended to be subsumed in the broader political
struggle.

There was a far better understanding of this divide amongst the emer-
gent trade unions, mainly because, in certain areas and certain sectors,
migrant workers were an important part of their membership con-
stituency. These trade unions were able to establish relatively effective
organisations because, first, there was legislation regulating trade unions,
creating legal space despite the lack of political space. Second, because
their objective was primarily economic, trade unions did not necessarily
constitute a threat either to the state or to the legitimacy of the repressed
political organisations. Both these factors also applied in the case of co-
operatives, and co-operatives representing poor people were established
in the 1980s and 1990s. But these were a far cry from the agricultural mar-
keting co-operatives the legislation catered for. In contrast to the trade
unions, which benefited from a degree of ambiguity amongst a business
community anxious for reform, co-operatives faced a hostile economic
environment with no institutional support. Consequently most of them
failed.
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The claim that the unions developed a tradition of MBOP is as follows.
First, there was no disjuncture between workers in employment and the
poor, who depended to a large extent on wages earned in the mines, on
farms and in manufacturing for their survival. The membership constituency
of the unions was poor, the only section that was not, comprised skilled
workers and supervisors, who were mainly white. Second, unions subscribed
to the principle that the workers who were their members should be in
effective control of their organisation. In doing so, unions also articulated
the need for ordinary workers to be part of the political process. In many
instances, ordinary workers were elected to high office in such unions.

However, there was a tension in accommodating this need. It necessi-
tated the adoption of procedures such as translating from vernacular into
English, and report backs, that community activists perceived as laborious
and unnecessary. Initially, this tension was characterised as between the
unions, as proxy for the most disadvantaged sections of society, and the
community, representing a primarily urban constituency. At the same, the
emergent unions were by no means all equally committed to these prac-
tices, or impervious to pressure from community activists to adopt a more
‘political’ approach. The unions that stood closest to the community
activists had a weak membership base and were proxies for political organ-
isations. Even amongst unions with a strong membership base, there were
differences as to how to strengthen the voice of ordinary members in the
union and to bridge the divide between the poorest sections of the
working class, who were overwhelmingly unskilled and with close links to
the rural areas, and a comparatively sophisticated, urban-based section of
the working class. The latter section was becoming increasingly dominant
in the emergent unions.

Amongst the unions that formed COSATU, a number of traditions of
unionism can be discerned. Of particular importance in this analysis was a
tradition that emphasised the importance of the financial autonomy of the
union, and the autonomy of the branch or local structure over the head
office, or national union. I shall describe this as the tradition of the Food
and Canning Workers Union, since it was the primary exponent of this tra-
dition.14 However, with one other exception, the other emergent unions
had, since their inception, relied heavily on donor funding and not on tra-
dition of financial self-sufficiency. Partly as a consequence, most unions
favoured a highly centralised structure, in which the branch or local struc-
ture was allocated funds (and hence controlled) by the head office. This
tradition of organisation from the top down is the one on which the estab-
lished union movement in post-apartheid South Africa was founded.

The current conjuncture

The trade unions’ reward for their support during the struggle was to
institutionalise a political role for them and to enact supportive labour
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legislation. The former took the form of the establishment of a political
structure, NEDLAC, in terms of which organised labour and organised
business would be consulted about the introduction of socio-economic
policy. This can be regarded as representing a form of corporatism, con-
sistent with the tradition of organisation from the top down which unions
had opted for.

But for this corporatist project to be credible, it was necessary for
government’s ‘social partners’ to be seen as representative of those
affected by social and economic policy. One of the ironies about the
advent of a democratic government in 1994 is that it coincided with a
rapid integration of South Africa into the global trading regime, and
the dismantling of protectionist measures. Whether because of the
resulting competition, or as a consequence of the restructuring of the
capitalist workplace, the basis for this corporatist project was profoundly
compromised.

As a result of restructuring, the workplace is less and less a community
of workers with different skills, associated in the same physical locality and
working for a single employer. Increasingly big business has delegated the
role of the employer, particularly in respect of lesser-skilled workers, to
intermediaries such as franchisees or temporary employment agencies or
service providers of various sorts. These intermediaries can be regarded as
proxies for the ‘real’ employer, which continues to set the terms on which
services are provided, ultimately by relying on its ownership of intellectual
property rights rather than the means of production.

As a result of job losses attributable to restructuring and international
competition, ever fewer persons are in an employment relationship,
particularly in the primary and secondary sectors, the traditional member-
ship constituency of the trade unions. The informal economy is burgeon-
ing,15 and government now speaks of a dual labour market. In the first
tier, workers are comparatively well-off and protected by labour legisla-
tion. In the second tier, labour legislation is either not applicable, as in
the case of those engaged in survivalist activity, or ineffective, as in the
case of the employees of intermediaries and other subordinated to big
business.

The political ascendance of the unions has thus coincided with their
organisational decline, a reality masked only by their increased member-
ship in the public sector, courtesy of the new regime. The creation of a
third constituency in NEDLAC to represent the interests of ‘the commun-
ity’ by no means ameliorates this situation, for it remains unclear how,
practically, the community is to be represented. In any event, corporatism
does not encourage the kind of organisation that could credibly do so as
much as lobbying in the corridors of power. Given that the organisations
represented at NEDLAC also determine what other organisations may be
admitted to membership, the arrangement it embodies has elements of a
self-perpetuating oligarchy.
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Yet, there are also opportunities for the organisations in civil society in
the current conjuncture. Along with the integration of South Africa into
the global trading system came pressures to curtail government spending
and to pare down the role of the state. As a consequence, the state is
increasingly constrained to devolve what have hitherto been regarded as
its responsibilities to the private sector and organs of civil society. This has
accentuated the need for the poor to be represented in civil society if they
are to avoid being further marginalised.

At the same time, another irony about the post-1994 dispensation must
be noted. Whilst the majority were disenfranchised, the white minority
maintained a system of parliamentary sovereignty. However, the form
of state South Africa adopted post-1994 was that of a constitutional
democracy, with an entrenched Bill of Rights. This system, with the estab-
lishment of a Constitutional Court to interpret the Bill of Rights, was ini-
tially a concession to white vested interests. However, as well as the
traditional civil and political rights, the Bill of Rights recognises a suite of
socio-economic rights. These socio-economic rights provide organisations
in civil society with a tool to advance a pro-poor agenda.

In the section that follows, I identify five traditions of organisation to
which the concept of MBOPs seems to apply and to identify case studies
that show both the potential and limitations of MBOPs.

A survey of membership-based organisations

The emergent co-operative movement

My selection of the Nosiseko Care Co-operative as a case study with which
to introduce this chapter is not justified by the successes of this form of co-
operative, in providing care or related services. Rather, it is to emphasise
its potential, particularly in a society riven by AIDS. It is also to raise the
profile of the co-operative form, which has been largely disregarded in
post-apartheid development discourse.16 Moreover, in a context in which
there is little or no growth in jobs despite the fact that the South African
economy is booming, there is often no alternative for the poor but to
adopt a self-help strategy.

Government has to some extent acknowledged this, in adopting new
legislation for co-operatives, and all indications are that there is a prolifer-
ation of new co-operatives of all kinds, alongside the established agricul-
tural co-operatives.17 These include savings and credit co-operatives,
housing co-operatives, consumer co-operatives and co-operatives whose
primary objective is to provide employment to their members, which are
defined as worker co-operatives in the new legislation. However, these are
overwhelmingly primary co-operatives. For the movement to become
established, it is necessary for these co-operatives to raise co-operation to
a higher level and organise themselves at a secondary or tertiary level.
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The case of the Care Co-operative exemplifies both the challenges of
raising the co-operatives to this level of organisation and the fragility of
the movement.

The members of this co-operative are justly concerned about its future.
A large part of their subscription goes towards an affiliation fee. But it is
not a co-operative composed of others providing similar services to which
it is affiliated, as much as an apex body, seeking to represent co-operatives
at the highest level. This body decided to close its Cape Town branch
office, believing it would be preferable to centralise its services at its
Johannesburg head office. It is a decision that exemplifies the prevailing
top-down approach to organisation, probably facilitated by a reliance on
donor funding. What exacerbates the members’ concern is that the head
office officials did not even take the time to meet with them or to discuss
the implications of the closure of the local office. ‘They were supposed to
write letters to us’, Mama N. said. ‘Now there’s nothing. We were just
thrown in the desert.’18

More worrying is the probability that many emergent co-operatives will
never find their way out of the proverbial desert. Precisely because self-
help is the only alternative, there is a tendency for groups to constitute co-
operatives with no conception as to how to become viable enterprises.
Co-operatives are registered solely in the expectation of securing govern-
ment tenders, or contracts on preferential terms, on the basis that their
members are from a disadvantaged background. Others have registered
co-operatives as a scam, with precisely the same end in mind, but no inten-
tion to operate as a co-operative. This pertinently raises questions as to the
role of the state in preserving the integrity of the co-operative form. Yet,
all indications are that the role it envisages is a passive one.19

It is especially difficult to establish viable worker co-operatives, because
of the balance that needs to be struck between creating employment and
sustainability, and of reconciling the imperatives of efficient management
with democratic control (Philip, 2003). On the other hand, in a context in
which the jobs on offer are provided through intermediaries, this form of
co-operative represents an alternative to an inherently exploitative model
of employment.

Recasting the trade union tradition

The challenge confronting the trade union movement is of a different
order. It is how to give organisational effect to values of co-operation and
solidarity in a context in which its membership constituency has eroded,
and there is growing disjuncture between the first tier of the labour
market, where their members are located, and workers in the second tier,
who are largely unorganised, even though the itinerant nature of employ-
ment in the second tier means that there is also little financial incentive
for the established unions to do so.
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Rhetoric will clearly not suffice. Rather the tradition of organisation the
established trade unions currently subscribe to needs to be revised. A
highly centralised form of union controlled from its head office will not
easily respond to the challenges of organising workers in the second tier,
and workers in the service sector. Such unions need to decentralise, grant-
ing local structures greater autonomy. However, the leadership and union
bureaucracies have a vested interest in the status quo. Decentralisation not
only undermines their power base, but also jeopardises their financial and
job security.

An alternative course would be for the established unions to organise
workers in the second tier by creating parallel structures for them, such as
the establishment of a network of community-based advice centres, where
workers in non-standard employment or the self-employed could take
their problems. Ironically, this was once a strategy used to organise
African workers, before the labour reforms that allowed them to belong to
registered unions. If the established union movement does not take some
such measures to organise workers in the second tier, the likelihood is
that a parallel union movement will emerge alongside it anyway.

To some extent this has already happened. Despite the founding prin-
ciple of the dominant federation being one union for one industry, there
has been a proliferation of small unions post-1994.20 In part, this prolifer-
ation epitomises a perverse consequence of labour legislation’s emphasis
on employment security. ‘Unions’ have been established whose sole func-
tion is to represent employees in dismissal disputes at the Commission for
Conciliation Mediation and Arbitration (CCMA), the official dispute reso-
lution body. In part, it represents a reaction to union bureaucracies that
are perceived to be remote from the members. Small locally based unions
also operate on lower margins and have more incentive to organise in the
second tier. Consequently, they do, in fact, represent some vulnerable
workers that the established unions have not been able to organise.21

Yet other unions are experimental in form, consciously setting out to
extend the notion of the employment relationship that defines the mem-
bership constituency of a union. The leading example of the latter trend
has been the Self-Employed Women’s Union (SEWU), modelled on
SEWA in India. Indeed, in targeting self-employed women SEWU can be
said to have broken overtly with a premise that defines the membership
constituency in terms of an employment relationship. The self-employed
were regarded as excluding those who earn a regular wage, and including
persons who do not employ more than three others to assist her. Yet
SEWU did define itself as a union. Moreover, at a time when most
members were street traders, it operated as though local authorities were
the employer, in that they determine certain conditions under which self-
employed persons operate (Devenish and Skinner, 2004).22

But over time the composition of SEWU’s membership changed, with a
growing proportion engaged in home-based work. In some forms of
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home-based work, there is an ‘employer’ putting out work, even though
he, she or it may be difficult to locate. Workers contracted through inter-
mediaries to manufacture clothing for the formal economy is an example
(Godfrey et al., 2005). However, it does not appear the union succeeded
in making a link between informal workers such as these and the formal
economy. Instead, it focused on more conventional empowerment strat-
egies, such as entrepreneurial training and micro-credit facilities for its
members (Devenish and Skinner, 2004). This raises the question whether
the pursuit of empowerment and trade union-type demands can be recon-
ciled within one organisation.

The question remains unanswered.23 SEWU has now been dissolved.
The irony about its dissolution is that it was precipitated by a decision of
the CCMA, the effect of which was to order SEWU to reinstate in its
employ two dismissed officials. SEWU could simply not afford the cost of
the accumulated back-pay consequent to this decision. Thus, an institu-
tion that has primarily benefited workers in the first tier of the labour
market (the CCMA) has been instrumental in the demise of a significant
attempt to address the conditions of workers in the second tier.24

Rights-based organisation

Amongst the gamut of organisations that have arisen in the post-1994
period, there are several that can be categorised as issue-bound, in that
they are formed to lobby for or mobilise around a specific issue. These
organisations may well invoke a concept of membership to legitimate their
stance. However, on closer scrutiny membership equates to support, and
the issue around which it is formed defines the life-span of the organisa-
tion.25 At the same time, there are organisations of a more permanent
kind that can be categorised as lobbying for or formed around certain
rights, in a constitutional dispensation in which socio-economic demands
may be cast as enforceable rights.

Obviously, the distinction between these two forms of organisation is a
fine one. However, I would regard the Treatment Action Campaign
(TAC) as an example of the latter. This is because its objective, adequate
and affordable treatment for people living with HIV and AIDS, specifically
poor people, is framed in a discourse of rights and is not of an ad hoc
nature. Having said this, it is true that the notion of membership is weakly
developed, and that TAC is funded almost entirely by donations (Fried-
man and Mottiar, 2004).26 Perhaps it could not be otherwise, given the
degree of destitution of its members.

Another category of rights-based organisations is those formed with the
objective of securing rights to land, mainly in the rural areas. Some purport
to be membership based, such as the Landless People’s Movement (LPM),
modelled on the MST of Brazil.27 Yet the membership constituency of the
LPM includes both those wanting secure access to land and those who
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already have this and want more land (Greenberg, 2004). Within these two
broad categories, whose interests are potentially in conflict, there is a range
of subcategories, each with particular problems or interests. It is not clear
how the competing claims of these groups are to be reconciled within one
organisation. Indeed, it has never developed a concept of membership
accountability.28 Thus, the LPM has been described as a ‘hybrid between a
party-like, hierarchical organisational structure and an agglomeration of
grassroots struggles, the latter sometimes spontaneous and sometimes
facilitated by the formal structures of the movement’ (Greenberg, 2004).

There are other forms of organisation that have emerged in the
context of land reform that invoke a notion of membership. The indi-
viduals making up groups formed to take legal ownership of land are com-
monly defined as members, a usage sanctioned by the Communal
Property Associations Act, which provides a form of registration for such
groups, provided they have an acceptable constitution.29 This must define
who may be a member and adequately protect the rights of members. But
how membership is defined (and by whom) is identified as a major source
of uncertainty and strife (Cousins and Hornby, 2002).30 More profoundly,
the question this case raises is whether a notion of membership can ever
be legislatively imposed.

Membership-based organisations providing financial services

The corollary of high levels of unemployment and the growth of the
second tier of the labour market has been burgeoning household debt,
and the growth of a substantial micro-lending industry, epitomised by
what are commonly known as ‘loan sharks’. These are money-lenders who
charge exorbitant rates of interest and resort to various dubious practices
to secure repayment. The failure of the formal banking sector to make its
facilities more accessible to the poor has exacerbated this situation.31

However, it has been suggested that attempts to reform retail banking are
misplaced, and that existing savings and credit networks have far greater
potential to alleviate poverty (Baumann, 2001).

There are some such schemes that are workplace based, but a more
significant example operating in the formal economy is the savings and
credit co-operative movement, operating on the basis of a payroll deduc-
tion.32 But there is a greater variety in the informal economy, which are
often described as ‘stokvels’, although the term has no precise meaning.
One form is where the members contribute a fixed amount each month
and draw the collective savings of the group after a specified period.
There are also schemes where members save for a fixed period of time, or
indefinitely. The latter is also the case with burial schemes, another preval-
ent form of organisation amongst the poor.33

The membership of the stokvel is typically small, and female. The con-
stituency from which they are drawn is typically the locality where they
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stay. All the members are able to meet regularly. This obviates the neces-
sity for more elaborate structures of governance. Of course, the members
have little recourse when money is misappropriated, which is a problem
that can be attributed to a lack of regulation. On the other hand,
members usually have procedures that amount to a form of internal audit.
It is suggested that stokvels succeed more often than not, precisely due to
a lack of formal regulation and the efficacy of such internal audits,34 even
though success may be defined in terms of intangibles such as a reduction
in vulnerability, the development of social assets such as the increased
capacity and self-confidence of members (Baumann, 2001). Yet the infor-
mality of such schemes must also operate as a constraint. To leverage
meaningful resources requires organisation with significant membership.
To attain this level of organisation requires the conscious intervention of a
leadership, such as will not emerge spontaneously.

The Homeless People’s Alliance represents one model as to how to
retain the informality of a grassroots organisation while developing the
capacity for interventions at a higher level. This alliance comprises an
NGO standing in a supportive relation to a federation of community-
based savings schemes, whose founding premise is a scepticism as to the
capacity of government to prioritise the needs of the urban poor (Pieterse
and Kahn, 2004). Savings are primarily utilised to assist members build
houses. But when government instituted a housing subsidy for individual
households, the Federation negotiated a scheme whereby members could
top up the amount of the subsidy, to provide more adequate housing.

The procedures for application for membership of these schemes are
supposed to be flexible and mediated by need rather than by rules
(Bolnick and Mitlin, 1999, cited in Pieterse and Kahn, 2004). This degree
of local autonomy is in refreshing contrast to the top-down tradition that
is so prevalent. On the other hand, it suggests that there are no consistent
membership criteria. It is also not clear how local autonomy can be main-
tained when its scheme to assist members in accessing government
housing necessitates centralised control.35 Current indications are that the
Federation is in crisis. One of its causes seems to relate to the peculiar dif-
ficulty of sustaining informal savings schemes of this kind, in that it failed
to articulate a role for the organisation beyond the delivery of houses to
those who are for the time being its members.36

The civic movement

If there were any one organisation capable of representing the community
at NEDLAC, it should be SANCO, a national civic association established
in 1992. SANCO claims to be a membership-based organisation, with
branches established countrywide.37 However, it exemplifies the dif-
ficulties of sustaining an organisation established from the top down. A
resolution to adopt a national system of membership fees in an endeavour
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to achieve financial sustainability was never implemented. Instead,
branches are left to determine their own membership fees (Zuern, 2004).
In this instance, the degree of autonomy local branches enjoy must be
seen as a product of organisational incoherence.38 So much so that what
the members of the community pay probably represents a tax as much as a
membership fee.

It is nevertheless clear that SANCO is a significant presence in certain
communities. As Mama N. conceives it, the government’s Reconstruction
and Development Programme (RDP) that theorists regard as having been
abandoned in favour of more conventional economic prescriptions still
lives on in her community. ‘We are working hand in hand with the RDP’,
she says, referring to the local development forum on which SANCO is
represented. When the co-operative identified a site to which a member
operating a backyard crèche might move, it was SANCO that it
approached for assistance. SANCO applied to the development forum on
her behalf. Her member now has permission to put a container on the site
to serve as a classroom. It is hardly a developmental leap forward.
However, for the members of the Care Co-operative it is this kind of incre-
mental gain that enables them to keep faith with what it was about the
RDP that first caught their imagination.

Conclusions

It would be a fallacy to read the existence of a tradition of MBOPs from
the trappings of organisation, such as the existence of structures or loose
claims of membership. The concept of membership advanced here is a
rigorous one. It would be easy for any member of the Care Co-operative,
for example, to define the constituency from which its membership is
drawn. By the same token, without reference to a written document, any
member could say what a person must do to become a member. Without
clear membership criteria, there cannot be proper accountability. In the
case of the Care Co-operative, accountability is also sustained through
weekly meetings. Poor people especially need to know that they have
rights in an organisation before they can assert them.

Similarly, there can be no true accountability in an MBO that is not sus-
tained by the contributions of its members. Such an organisation has no
real need of an actual membership. A paper membership will do, pro-
vided it satisfies the funders. A consistent theme that emerges from the
survey of organisations is the reliance on external funding. External
funding, I have suggested, is one of the drivers of a top-down tradition of
organisation. It also makes it difficult for an organisation to determine for
itself what kind of administrative bureaucracy is sustainable.

Sustainability relates to not only to financial self-sufficiency, but also to
an enabling environment, and access to resources. In the case of the Care
Co-operative, it was the human resources a branch office provided that
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were important. The advantage of the model of a local body affiliated to a
higher level is its clarity. However, affiliation without accountability is also
of limited benefit. The model of an organisation in a symbiotic relation-
ship with an NGO raises the identical problem.

The legal framework within which organisations operate constitutes
one aspect of an enabling environment. It is argued that formal regula-
tion represents the kiss of death to organisations of the poor, insofar as
are compelled to meet a more formal standard than they are able to
attain. However, it is questionable whether informal organisation is sus-
tainable, because its capacity to develop external relations or finance
growth must inevitably be constrained by its lack of a formal legal identity
(Von Ravensburg, 1998).39 Moreover, formality can mean consolidating
informal practices to which people in any event subscribe.

The argument about what should constitute an MBOP has many ele-
ments. It concerns what are the proper objectives of such an organisation.
It concerns how the organisation is to be sustained. It concerns how to
prevent the organisation from being corrupted. In an overview of this
nature, I am only able to draw attention to the complexities inherent in
the notion of MBOPs, by raising a series of questions to which there is as
yet no definitive answer. In this regard, one must also guard against the
fallacy of reading too much from the political stance organisations adopt.
An MBOP will necessarily have a political role, whatever its objectives may
be. Yet, in large part, the sense of accountability and ownership that
MBOPs exemplify is made possible by maintaining as broad a political
church as possible. The members of the Care Co-operative come from dif-
ferent political traditions, in a locality where political affiliation was once a
matter of life or death in the past.

In the final analysis, membership-based organisation is important
because it is less easy to corrupt an organisation in which the members
have a strong sense of ownership. The following observation about trade
unions is apt in this context ‘. . . trade unions are less easily chloroformed
and suppressed totally than political parties, because they arise out of the
groundwork of the economic system. As long as there are classes . . . there
will be class conflict’ (Anderson, 1967). By the same token as long as there
is poverty, there will be poor people struggling for a better life. It would
not be realistic to expect the poor to achieve a better life without political
organisation. But it could not fail to raise the level of political debate if
civil society was permeated by a network of independent organisations,
articulating the needs of the poor at both local and national levels in dif-
ferent ways. The fact that I rely on a small local organisation such as the
Care Co-operative to invoke this vision suggests that there is much to be
done for it to be realised.
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Notes
1 Interview, November 2004.
2 Five members were interviewed individually at the end of 2003, with a view to

ascertaining the impact of the co-operative on their livelihoods. The interviews
were conducted as part of a study on worker co-operatives in the Western Cape
conducted for the Department of Labour. See Research report: Workers co-
operatives in the Western Cape, Labour and Enterprise Project.

3 This translates roughly to between US $40 and $50 a month.
4 The seventh co-operative principle, as adopted by the International Co-operative

Alliance, is headed ‘concern for community.’ See I. McPherson, Co-operative
Principles for the Twenty First Century, ICA Communications, Geneva.

5 The City of Cape Town operates a total of seven nursery schools and crèches.
Three are located in the longer established African townships (Guguletu NY6,
Langa and Loyiso) and the remainder in traditionally coloured areas.

6 The question arises whether a sports club or cultural society whose members
are poor should be regarded as an MBOP. There can be no clear-cut answer,
but the social and economic impact of such organisations is likely to be limited.

7 By the same token there are co-operatives whose members are not poor at all.
Agricultural co-operatives are a case in point, in the South African context.
But that circumstance, I argue elsewhere in this chapter, must be understood
in its historical context and does not constitute valid grounds to exclude co-
operatives from the scope of an MBOP.

8 In terms of this conception, social movements seem to exist outside of civil
society, as a counter-vailing force. Thus, the new social movements are con-
trasted in this analysis with the ‘old’ social movements, which is regarded as
composed of NGOs, CBOs, the trade unions (as represented by the trade
union federation, COSATU) and political organisations (the ANC). In the
post-1994 period COSATU, SANCO and NGOs are perceived to be in a collab-
orative relationship with the government. See Ballard et al. (2004, 11).

9 According to the Commission of Inquiry into a Comprehensive System of
Social Security for South Africa, otherwise known as the Taylor Commission,
between 20 and 28 million persons are estimated to live in poverty, constituting
between 45 and 55 per cent of the population.

10 The term ‘political organisations’ is used here to include political parties.
11 The latter is a form of share that a member is required to take out as a con-

dition of membership, and which cannot be sold to outsiders (as distinct from
shares in other corporate entities).

12 R. Michels (1915), ‘Political Parties’.
13 The legal space is, at one level, defined by the form of state, and the role

assigned by the courts in it. At another level, it concerns the forms of organisa-
tion available for poor people to utilise, the benefits a specific form of organi-
sation holds, the likely effect of regulations affecting the form of organisation.

14 The writer was the General Secretary of the Food and Canning Workers Union
(FCWU) from 1976 until 1986 and subsequently became General Secretary of
the Food and Allied Workers Union. The FCWU was centrally involved in the
formation of the Congress of SA Trade Unions (COSATU) and was one of only
two of the founding unions that were financially autonomous.

15 There is no satisfactory definition or statistical measure of the informal
economy, but in a study conducted by the UNDP the figure for those in formal
and informal employment are given as 67.5 per cent and 32.5 per cent of a
total of 10,896,420 persons employed in 2002. What is significant about this
figure is that the total of unemployed is given as 4,783,502, and that the total of
unemployed plus those in informal employment significantly exceeds the
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number in informal employment, compared to a situation in 1990, when the
number in formal employment was 82.7 per cent of the total employed com-
pared with 19.2 in informal employment, and those in formal employment far
exceeded the combined total of the informally employed and the unemployed.
See UNDP Report, 2004, Table 3, 238–9. It is also likely that this study underes-
timates the extent of informal employment, due to a definition of informal
employment used in statistical data.

16 This is partly attributable to past failures, and partly attributable to the funders’
predilection for promoting small and medium enterprises (SMMEs). However,
arguably the past failures of co-operatives to become sustainable enterprises
are more readily explicable than the current failure of SMMEs, which is unpub-
licised and under-researched in this country and elsewhere.

17 According to data provided by the registrar of co-operatives, there were
approximately 5000 registered co-operatives in July 2005, with a dramatic
uptake in applications for registration.

18 Interview, 24 November 2004.
19 One of the key issues that emerged in deliberations on the new legislation

was how prescriptive such legislation should be and whether, for example, co-
operatives seeking to register a legal entity should be required to submit a busi-
ness plan establishing the viability of the enterprise.

20 In 1994, there were 213 registered unions in South Africa. The number of
unions (and employer organisations) has steadily grown ever since and was 504
in 2002 according to Department of Labour figures. However, it may be that
these numbers will now drop, as a result of amendments to labour legislation
introduced in 2002, tightening up on what are perceived to be bogus unions
and employer associations.

21 Farm workers represent the most obvious example of vulnerable workers that
the established union movement, despite several attempts, has failed to organ-
ise into a large centralised union.

22 SEWU was established in 1994, and at its peak, in 2003, it had 4930 members.
(Devenish and Skinner, 2004).

23 At the time of writing, there is at least one new initiative that can be seen as an
attempt to reconcile the traditional divide between employment and self-
employment, and empowerment and trade union-type demands. Women on
Farms, a Western-Cape based NGO, has established a union for seasonal
women workers. It is also piloting a scheme to establish workers’ co-operatives
to provide services to farms.

24 To compound this irony, it is probably the case that the emphasis on employ-
ment security in the first tier has spurred the growth of a second tier.

25 Examples are the Soweto Electricity Crisis Committee, Concerned Citizens
Group and Anti Eviction Campaign, which have mobilised resistance against
government attempts to enforce payment for services. The categorisation of
this phenomenon as social movements does not seem to raise as many prob-
lems as conflating it with organisations of a permanent kind, such as COSATU
and SANCO (on the basis of their opposition to certain government policies,
notably GEAR, even though both also regard themselves as allies of the ANC)
(Ballard et al., 2004).

26 TAC describes itself as a membership-based organisation with 9500 members,
and has local, regional and national structures. But there is no clear distinction
between members, most of whom do not pay dues, and supporters, volunteers
and activists. It appears that some branches of TAC charge a membership fee
and others not (Friedman and Mottiar, 2004). The writer was informed by Z.
Achmat, the Chairperson of TAC, that it intended to tighten up its member-
ship requirements.
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27 The Movimento dos Trabhaladores Rurais Sem Terra (MST) was formed in the
1970s in Brazil.

28 Recently, the LPM decided to formalise membership through the issue of
membership cards, both with the object of raising funds from members and
achieving greater accountability. But it appears that this decision was never
fully implemented on the ground (Greenberg, 2004).

29 Act 28 of 1996. Over 500 communal properties associations (CPAs) have been
registered, and CPAs are continuing to be established (Cousins and Hornby,
2002).

30 Cousins and Hornby differentiate between substantive rights members have,
such as the right to occupy and use land, and procedural rights, such as the
right to participate in meetings where decisions are taken.

31 Pressure on the banking sector to make its services more accessible to the poor
has recently resulted in the introduction of a form of low-cost bank account,
known as the ‘Mzansi account’.

32 SACCOL is a secondary co-operative comprising 32 SACCOs (or primary
savings and credit co-operatives) with close to 9000 members.

33 According to an estimate by the National Stokvels Association of South Africa
(NASASA), there are 800,000 stokvels, burial societies and savings schemes coun-
trywide, with about 8.25 million members. See ECI Africa, ‘Third tier banking
report: A review of the capacity, lessons learned and way forward for member
based financial institutions in South Africa’, 2003, cited in Philip (2003).

34 Interview, O. Van Rooyen, Kuyasa Fund. A procedure where members draw
regularly against the savings of the group lessens the need for financial safe-
guards such as an audit. The need is much greater in a burial society, however,
and these are supposed to register in terms of legislation regulating the so-
called ‘friendly societies’.

35 In 1995, the Federation established a separate Fund capitalised by foreign
donors and government, known as the uTshani Fund. Supposedly a ‘commun-
ity-managed revolving loan fund’, it serves as a conduit for subsidy transfers
from the government to the community, via the savings schemes (Pieterse and
Kahn, 2004).

36 Under pressure from members, the federation allowed houses to be built for
which there was not adequate finance, or before government subsidies had
been secured. In so doing, members may even have forfeited their right to a
subsidy, since a household that is already housed is not eligible for a subsidy
(Pieterse and Kahn, 2004, 26–7). If this is indeed the case, it would represent
an example of the inappropriate resort to self-help.

37 SANCO claims to have 4300 branches. However, this claim is impossible to
verify (Zuern, 2004).

38 Even how SANCO branches relate to local structures of the ANC, as well as
local government, varies enormously. In one celebrated instance, in Port Eliza-
beth in 2001, a branch of SANCO even put up its own candidates for local
government election (Zuern, 2004).

39 This is possibly because their membership tends to be homogeneous and
because they tend to concentrate on the most efficient use of available
resources.
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14 Informal governance and
organizational success
The effects of noncompliance
among Lima’s street-vending
organizations

Sally Roever

The successful representation of poor people on the part of membership-
based organizations depends partly on internal governance structures that
are responsive to members’ needs and aspirations. Among organizations
of informal workers, members depend on their leaders to channel their
demands and influence government policies that affect their livelihoods,
in particular when hostile regulations threaten to prevent these workers
from earning a minimal daily income. Yet, not all organizations of infor-
mal workers have successfully achieved such influence. While positive
examples like the Self-Employed Women’s Association in India show that
informal workers can successfully represent demands to policy makers,
cases of more mixed success abound in other developing countries.

This chapter explores the possibility that organizations of informal
workers experience only mixed success because the organizations them-
selves are run informally. It does so by examining three specific dimen-
sions of informality within Lima’s street-vending organizations. First, it
examines their material foundation. This foundation, which includes formal
documentation of the organization’s business as well as physical assets,
such as an office, budget, and bank account, can contribute to an organi-
zation’s success, but does not always do so. Second, the chapter examines
the extent to which organizations achieve formal external recognition, both
legal and political. Again, acquiring external recognition can be helpful,
but some organizations that lack such recognition have still achieved
certain successes. Third, the chapter explores the level of internal com-
pliance within organizations, that is, the extent to which leaders and
members comply with their organizations’ formal internal rules and pro-
cedures. It is this last aspect of “informality” that seems to have the most
profound influence on the success of the organizations included in this
study.

Specifically, the chapter argues that even though membership-based
organizations of the poor in theory should have governance structures
that make them accountable to their members, in practice, they often lack
such accountability. In the case of Lima’s street-vending organizations,



members often either do not put in place formal democratic governance
structures that would ensure accountability or both leaders and members
routinely ignore the governing rules and procedures that do exist in the
organization’s founding documents. These informal practices within an
organization can reduce leaders’ accountability and credibility in the eyes
of the membership; increase the incentives for members to exit the
organization in favor of forming new ones; and damage the credibility of
leaders in the eyes of external actors, most importantly the policy makers
who have a profound influence on poor people’s lives.

The empirical base of the study is qualitative. It consists of structured
interviews, unstructured conversations, participation in association meet-
ings, attendance at public policy discussions, and more than 100 hours of
“hanging around” street markets in dense commercial areas of Lima.1 The
12 associations included in the study were selected on the basis of conve-
nience and quotas; while they cannot be considered representative of all
street-vending organizations in Lima, they should be considered illustra-
tive of some of the challenges facing these poor people’s organizations.
Some characteristics of the associations included in the study are pre-
sented in Box 14.1.

Indicators of “success” for membership-based
organizations of informal workers

Existing studies of membership-based organizations in advanced industrial
democracies suggest that informal workers are unlikely to form associations
at all. These workers are viewed as socially atomized in comparison to
formal workers (Jenkins and Leicht 1997); they sometimes lack the phys-
ical infrastructure and material resources necessary to build organizations
(Roberts 1995); and the very nature of informal work creates intense
competition among organization members, so that organization can only
take place when all informal workers are threatened equally (Grompone
1991). Yet, informal workers in Lima – particularly street vendors who work
in areas of dense commercial concentration – have formed hundreds of
organizations across the city. Nonetheless, these organizations exhibit
uneven success in terms of producing the sort of democratic effects that
would ensure their effective political representation.

This section evaluates “success” among street-vending associations in
terms of broader democratic effects attributed to civil society organi-
zations. These positive democratic effects have both internal and external
dimensions. For example, internally, Warren (2001) and others suggest
that civil society organizations can increase members’ personal develop-
ment or capacity by encouraging them to speak in public, learn civic skills,
and access information about community problems. Such individual
developmental effects are particularly important for poor people, as
associations can empower them to overcome exclusion where other soci-
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etal institutions (such as the education system and the job market) have
failed. Membership-based organizations of the poor (MBOPs) might also
help poor people overcome exclusion by providing a forum in which
members can develop networks, form friendships, and take an active role
in discussing important issues, expressing opinions, and making collective
decisions. They might also be considered successful if they sustain projects
and achieve at least some of their concrete goals over time. In doing so, an
organization would overcome the type of reactive orientation that
Grompone (1991) says necessarily characterizes larger associations of
informal workers.

On the external side, one of the most significant achievements for an
MBOP is gaining a “place at the table” in negotiations over public policies
that affect their well-being. Gaining a voice in the policy-making process is
an obvious way in which poor people may become empowered, though in
practice it may happen infrequently. In addition to participation in policy
negotiations, an MBOP might be considered successful if it extracts favor-
able policy concessions, even if it does so through informal channels
rather than through institutionalized participation. Finally, we might con-
sider the ability of MBOPs to faithfully represent the voices of their
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Name Location Products Size
ACAGOVIC La Victoria Sodas and candy 216
AVAMDEGA La Victoria Variety 306
Coordinadora La Victoria Variety n/a
ECOMUCSA Lima-Cercado Variety 150
FEDEVALa Metropolitan Lima Variety 12,000
FENVENDRELP Nation-wide Newspapers and 20,000

magazines
LV Federationsb La Victoria Variety 4000
FUDDCC San Martín de Porres Variety 2500
Herbalists La Victoria Herbs, natural 90

products
Sr. de los Milagros La Victoria Variety 20
UDAMPE Lima-Cercado Hardware 1000
20 de Junio La Victoria Variety 250

Box 14.1 Twelve street vending associations in Lima.

Notes
a FEDEVAL is a metropolitan-wide federation of street-vending associations that claims to

represent about 12,000 vendors in the city. FENVENDRELP and FUDDCC are also federa-
tions that are made up of base-level associations, rather than actual members. Thus, the
“size” figure in these cases is the number of vendors that the federation claims to repre-
sent, rather than the number of actual members.

b “LV Federations” refers to three federations that existed in the district of La Victoria from
the mid-1980s to the late 1990s: FEDITAV, CUTASPA, and FEBAINVIC.



members in the public arena as an important aspect of success. Together,
these six factors – three internal to the organization, and three external
(see Box 14.2) – constitute a framework for assessing the success of indi-
vidual MBOPs.

The roots of mixed success among Lima’s street-vending
organizations

On the basis of the 12 associations included in this study, Lima’s street-
vending organizations are cases of mixed success. Some of these associ-
ations achieve some of the six indicators of success some of the time. No
association is entirely lacking in positive democratic effects, nor is any
association successful across all six indicators.

What explains this uneven success? On the one hand, vending associ-
ations’ inability to consistently produce the sort of democratic effects seen
among civic organizations in advanced industrial democracies may seem
easily explicable. These associations face substantial constraints that more
privileged associations do not. Many policy makers are openly hostile
toward street vendors because of the public policy problems crowded
street markets create; vendors lack the same sort of legal protections that
other types of workers enjoy; vendors often have few or no political allies;
and relatively speaking, they are resource-deprived, often scraping
together budgets only from the meager and irregular donations of their
members.

Moreover, it would be easy to assume that informal workers create
organizations that are also quite informal, which in turn may limit their
effectiveness. Behaviors typically associated with informal economic activ-
ity, such as avoiding contact with government authorities, might easily
translate into the associational realm. Thus, we might expect informal
workers to avoid registering their associations with the authorities, main-
taining formal records of their members and activities, and operating
their meetings and activities in accordance with formal procedures. This
intuitive overlap of informal economic activity and other types of “infor-
mal” behavior is reflected in the tendency for some scholars to refer to
“informal workers” simply as “informals,” implying that informality is a
more general characteristic of them as individuals rather than their
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Internal dimension External dimension
Building individual capacity Gaining access to policy discussions
Fostering expression and debate Achieving favorable policy
Carrying out concrete projects Representing voices of the excluded

Box 14.2 Framework for analyzing succes and failure among MBOPs.



working conditions in particular. Along these lines, we might expect infor-
mal workers to have informally run organizations that cannot build the
type of organizational strength necessary to compete as legitimate players
in the political arena. 

In fact, however, associations of street vendors in Lima vary substan-
tially in terms of how informal they are. In particular, they vary in terms of
three dimensions of informality: their material foundation; the extent to
which they have been able to achieve external recognition; and the degree to
which their leaders and members enforce the association’s rules and pro-
cedures, or internal compliance. As the following discussion argues, it is the
last of these three factors that has the strongest effect on organizational
success among the 12 organizations included in this study.

Table 14.1 summarizes the relationship between each of the three
dimensions of informality and the six indicators of organizational success
discussed eariler in the chapter. As the table shows, a solid material foun-
dation can help associations facilitate personal capacity building, foster
expression and debate, and gain access to policy discussion, but it is not a
necessary condition for achieving these results. Rather, it is only necessary
for carrying out concrete long-term projects, such as acquiring off-street
lots. Achieving external recognition, either legal or political, is helpful for
gaining access to policy discussions and extracting favorable policy conces-
sions, but it is necessary only for carrying out projects and representing
members’ demands effectively. By contrast, internal compliance with the
association’s governing rules and procedures is either necessary or helpful
for all but one of the indicators of organizational success. The following
discussion examines each of these relationships, drawing on evidence
from the 12 street-vending associations described earlier.

Material foundation

The material foundation of an association has three components: docu-
mentation of its existence as an association; resources such as office space,
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Table 14.1 Informality and democratic effects among Lima’s street-vending associ-
ations

Material External Internal
foundation recognition compliance

Building individual capacity ✓ � �
Fostering expression and debate ✓ � �
Carrying out concrete projects � � �
Gaining access to policy discussions ✓ ✓ ✓
Extracting favorable policy concessions � ✓ �
Representing the voices of the excluded � � �

Key
� Necessary condition; ✓ Helpful but not necessary; � Not necessary.



a budget, and a bank account; and regular activities, most importantly
regular meetings of the association’s leadership and regular assemblies of
the entire membership. In terms of documentation, in order to legally
constitute an association, its founders must purchase a Book of Records
and write up the association’s Act of Constitution specifying when, where,
by whom, and for what purpose the association was formed.2 The found-
ing members must then draw up the Articles of Association, which outline
the organizational structure, rights and responsibilities of members, and
rules governing the dissolution of the organization and the liquidation of
its assets, as well as a set of Internal Regulations specifying procedures for
the election of leaders and other internal business. Finally, the association
is required to put together a formal Member Registry that includes the
names, identification numbers, and signatures of all founding members.
In conjunction, these documents form the basis of the association’s mater-
ial foundation. In addition to documentation, this material foundation
could also include resources such as office space, some form of income, a
budget, and a bank account in the association’s name. 

Table 14.2 shows the results from interviews asking association leaders
about the material foundation of their organizations. Nearly all of them at
least had their founding documents in order, and about half maintained
an updated member registry. Interestingly, most organizations held
regular meetings of their leaders, but only one in four held regular mem-
bership meetings. Few were fortunate enough to have office space, half
maintained a budget, and just three had a bank account to help manage
association funds.

The table thus illustrates substantial variation among street-vending
associations in terms of their material foundation. At one extreme is the
National Federation of Magazine, Newspaper, and Lottery Vendors of
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Table 14.2 Material foundation of 12 street-vending associations, 2002

Book of Updated Office Budget Bank Regular Regular
records member account meetings meetings

registry (members) (leaders)

ACAGOVIC ✓ ✓ – ✓ – – ✓
AVAMDEGA ✓ ✓ – – – ✓ ✓
Coordinadora ✓ ✓ – ✓ – – –
ECOMUCSA ✓ ✓ – ✓ ✓ ✓ ✓
FEDEVAL ✓ – – – – – –
FENVENDRELP ✓ ✓ ✓ ✓ ✓ ✓ ✓
LV Federations ✓ – – ✓ ✓ – ✓
FUDDCC ✓ ✓ – – – – ✓
Herbalists – – – – – – –
Sr. de los Milagros ✓ – – – – – ✓
UDAMPE ✓ ✓ ✓ ✓ – ✓ ✓
20 de Junio ✓ ✓ ✓ – – ✓ ✓



Peru (FENVENDRELP). This federation maintains all of its foundational
documents, including a Member Registry, which it updates every year with
the help of each affiliated local syndicate, in a notarized Book of Records.
In terms of an office, it has a government-sponsored Social Assistance Pro-
tection House (Casa de Protección de Asistencia Social) that provides the
federation’s leaders a space in which to hold meetings and other activities.
Its budget is financed through its members’ sales; by law, 1 percent of the
total newspaper, magazine, and lottery sales is deposited into the feder-
ation’s bank account. The federation’s leaders hold regular meetings
once a week, and they hold national assemblies about every six months.
This is the most “formal” of the 12 associations in terms of the material
foundation, and it is also the oldest. AVAMDEGA, ECOMUCSA, and
UDAMPE are other associations that have relatively strong material
foundations.

The experience of these four organizations suggests that having a
strong material foundation is helpful for conducting capacity-building
activities, fostering group discussions, and gaining access to the policy
process. For each association, regular membership meetings provide a
forum in which collective problems are discussed and debated; attendance
at these meetings is relatively high, and association leaders have helped
facilitate access to information and training for association members, all
of which contribute to capacity building. These activities are more feasible
for these organizations because they have an office space and budgetary
resources that can be devoted to meetings, workshops, and training semi-
nars, and because they are operated according to specific and well-defined
rules established in their founding documents. FENVENDRELP has
become involved in the policy process over the years, though the other
three organizations have struggled to earn the same access.

What makes these four associations stand out from the others, however,
is the fact that each has successfully enacted concrete projects that have
been sustained over the medium to long term. FENVENDRELP has the
best legal protection in that its members are authorized and partially
financed by national law, something that no other association enjoys.
AVAMDEGA has initiated a project to acquire an off-street lot, and main-
tains a savings account to which members contribute each day toward the
lot’s purchase. ECOMUCSA and UDAMPE successfully acquired an off-
street lot after several years on the streets through regular, monitored
member contributions. Without a material foundation such as an updated
member registry, legal documentation of the association, and regular
membership meetings, these associations would not have been able to
conduct the monetary transactions necessary to acquire private property.
Thus, a strong material foundation is a necessary condition for carrying
out such projects.

Meanwhile, there are many cases of associations with weak material
foundations that still are quite effective at certain aspects of building
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individual capacity, in particular diffusing important information to their
members. Organizations of street vendors that are particularly active fre-
quently issue pamphlets and fliers to educate their members about such
issues, hold workshops, and invite speakers from nongovernmental
organizations. Street-vending organizations are also quite adept at using
“word of mouth” to spread important information about policy changes
and impending police harassment. To spread the word beyond their base
membership, leaders use a chasqui or “runner” system3 whereby messen-
gers are dispatched to walk from block to block and pass information to
the association leader on each block. Because nearly all base-level associ-
ations group together vendors on the same street or block, this word
of mouth method for diffusing information is widely used and is quite
effective.

Associations lacking a strong material foundation can also be effective
at facilitating internal discussion and debate. FEDEVAL (the Federation
of Street Vendors of Lima) and FUDDCC (the United Front for the
Defense and Development of the Commercial Conglomerate Caquetá)
offer examples. FEDEVAL’s leaders have been quite active in recent years
in terms of initiating projects and attempting to revive the federation’s
organizational strength at the grassroots level, and FUDDCC has initiated
several projects in the commercial area of Caquetá. Yet, neither has a
strong material foundation. In August 2002, for example, just two of the
11 associations affiliated with FUDDCC had their documents in order and
had obtained legal recognition,4 and the federation lacked office space
and funds. FEDEVAL has even less in the way of a material foundation; its
leaders were attempting to acquire office space in 2002 but had not yet
done so, its meetings were irregular, and it lacked a bank account and
formal budget. Thus, while a material foundation is helpful for conduct-
ing certain activities, it is only a necessary condition for carrying out long-
term projects.

External recognition

Composing the documents necessary for legal recognition is an important
step for associations that wish to formalize, but it is not sufficient for actu-
ally exercising legal rights. In order to gain formal legal status, an associ-
ation’s founders must have the core documents (Act of Constitution,
Articles of Association, Internal Regulations, and Membership Registry)
notarized and submit them to an office of the National Superintendent of
the Public Registers (Superintendencia Nacional de los Registros Públicos, or
SUNARP). Once the association is inscribed in the Public Register, it is
considered a legally constituted association, with corresponding rights and
responsibilities.

In addition to obtaining legal recognition through the Public Register,
a street-vending association may also acquire official political recognition
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from a local mayor or city council. In the district of La Victoria, for
example, mayors in the 1990s issued occasional Mayoral Resolutions for-
mally recognizing individual street-vending associations.5 In some cases,
local governments recognize them as part of the process of implementing
a 1985 metropolitan-wide ordinance, Ordinance 002, which called on
municipal governments to work with street-vending associations to solve
public space problems. In other cases, recognition came more informally
as part of an agreement between an individual association and local offi-
cials. Though there is no clear legal framework for issuing and withhold-
ing political recognition, obtaining it from the mayor can grant an
association legitimacy as a negotiation partner, or protect it from hostile
treatment.

Legal recognition and political recognition on the part of state actors
thus constitute a second dimension of formality. External recognition
makes an association more “formal” in that it in a sense “certifies” the
existence of the association in the eyes of government officials. It also
confers upon it a certain degree of legitimacy with local authorities. As was
the case with material foundation, the 12 street-vending organizations
included in this study exhibit substantial variation in terms of whether
they have achieved external recognition. Only those with a complete book
of records, an updated member registry, and certification through the
Public Register are considered to have current legal recognition. As Table
14.3 shows, seven of the 12 had legal recognition in 2002; another two,
FEDEVAL and the federations in La Victoria, at one point had legal recog-
nition but have not kept their records or activities current over time. Still
fewer enjoy political recognition: ACAGOVIC and AVEMDEGA achieved
political recognition in the district of La Victoria, FENVENDRELP is
recognized at the national level, and UDAMPE is recognized by the
government of Metropolitan Lima, which has been involved at certain
points in time with the organization’s relocation to an off-street lot.
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Table 14.3 External recognition, 2002

Legal recognition Political recognition

ACAGOVIC ✓ ✓
AVAMDEGA ✓ ✓
Coordinadora ✓ –
ECOMUCSA ✓ –
FEDEVAL – –
FENVENDRELP ✓ ✓
LV Federations – –
FUDDCC – –
Herbalists – –
Sr. de los Milagros – –
UDAMPE ✓ ✓
20 de Junio ✓ –



Achieving external recognition is a more significant contributor to
organizational success than a material foundation. ACAGOVIC,
AVAMDEGA, FENVENDRELP, and UDAMPE are all organizations that
have achieved both legal and political recognition, and these organi-
zations have also been quite successful in producing important demo-
cratic effects. ACAGOVIC, an association of soda and candy vendors, is a
good example. This association has initiated several successful projects,
including one to distribute corporate- and government-sponsored tourist
maps of the district with the association’s logo and information about its
members. ACAGOVIC has also achieved important policy concessions. For
example, using its own contacts in the local government, the soda and
candy vendors, along with vendors of herbal tea and drinks (emolienteros),
quinoa, newspapers and magazines, and shoeshiners, successfully negoti-
ated a policy in 2000 that explicitly grants them the right to set up shop
on street corners throughout the district. Ordinance 050 of 14 July 2000
granted authorization to these vendors on the condition that they use
formal “modules,” or stands, with an approved design and their associ-
ation’s logo painted on the side. The policy outlined a specific set of
requirements for vendors of these products to obtain authorization, and
defined the streets and sidewalks where such vending was prohibited. As
the vice president of ACAGOVIC stated in an interview, he considered
this a major policy victory for his association, and said that it was
not worthwhile involving other groups of vendors. “You have to get your
own contacts in the municipality, and negotiate on your own,” he said.
“We are happy to be formalized.”6 Negotiating this policy concession with
the local authorities would not have been possible without legal and polit-
ical recognition.

AVEMDEGA (the Association of Street Vendors Expelled from
Gamarra) is another example of an association that has built success after
establishing legal and political recognition. This association occupies a
two-block stretch just outside the formal boundaries of the garment dis-
trict in La Victoria. As its name implies, this association’s members for-
merly occupied space inside of Gamarra before the local government
expelled street vendors in March 1999. The majority of AVAMDEGA’s 306
members came to occupy their space by “taking the street by assault”; that
is, they invaded the street overnight, packed it with their stands and stalls,
and from there entered into negotiations with the local authorities. These
negotiations resulted in a relatively beneficial agreement with municipal
officials. Members of the association were to pay a daily tax called the sisa
every other day7; half the funds would go to the municipal coffers, and
half would go into an account that would eventually be used to purchase
an off-street lot, to which they would relocate. In exchange for this privi-
leged status, the association would have to guarantee the cleanliness of
their blocks, provide space for a fire lane, and provide their own security
forces to patrol the streets and protect customers from criminal activity.8

270 S. Roever



FENVENDRELP and UDAMPE are other examples of associations that
have been successful in sustaining projects, gaining access to policy discus-
sions, and extracting policy concessions.

Legal and political recognition are important for establishing good
relations with local political authorities. Without legal recognition, govern-
ment officials can easily justify refusing to open policy discussions with
individual associations and declare them illegitimate representatives of
their members instead. Legal recognition also confers certain collective
rights on an association, which again can be very useful in gaining access
to the policy forum and avoiding harassment. Political recognition is
also especially helpful for extracting policy concessions, as it indicates
that the government not only recognizes an association’s right to exist
but also grants it special status in comparison to other associations within
that government’s jurisdiction. With legal and political protection, associ-
ation leaders can focus more on projects and less on organizational
defense and survival. Legal recognition can also help reduce the risk associ-
ated with initiating projects or campaigns that local authorities may find
antagonistic.

While external recognition is extremely helpful for policy issues,
however, it is not always absolutely necessary. The constituent associations
of FUDDCC are a good example. They have enacted several projects, held
lively meetings to discuss important issues, and provided a space for their
members to cooperate and coordinate in their work, without having legal
or political recognition.9 The three La Victoria federations (FEDITAV,
CUTAPSA, and FEBAINVIC) also illustrate this point, as they experienced
a very long lag time between the date on which their organizations were
founded and the date on which they actually obtained legal recognition,
while in the meantime accomplishing substantial policy concessions. For
example, FEDITAV was first formed in 1980, obtained political recogni-
tion in 1986, and was not inscribed in the Public Register until 1995.
CUTASPA was formed in 1985, received political recognition in 1986, and
was inscribed in the Public Register in 1995. FEBAINVIC was founded in
1987, recognized politically that same year, and inscribed itself in the
Public Register in 1996.10 Yet, the federations’ most substantial policy
victory – achieving an institutional voice through the formation of a
Vendors’ Social Assistance Fund (FOMA) and Mixed Technical Commis-
sion (CTMCA)11 – occurred in 1993, well before legal recognition had
been formally established.

Legal and political recognition are necessary, however, for sustaining
many projects over time, and for achieving successful political representa-
tion. Projects that require cooperation from municipal governments,
transactions with banks, or contracts stall when associations lack legal
status. Likewise, without political recognition, municipal governments can
create logistical roadblocks for association leaders attempting to enact
projects without their support. In addition, without political recognition,
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leaders have little chance of influencing policy choices and channeling
demands effectively, which limits their ability to represent their members
effectively.

Internal compliance

A third dimension of informality among associations is the extent to which
leaders and members develop, formalize, and enforce internal gover-
nance rules and procedures in the day-to-day operation of the association.
Among the many rules that make up an association’s statutes, two sets of
regulations in particular are important for maintaining the organization’s
smooth internal operation. First, the regulations should clearly outline the
rights and responsibilities of association members. The most basic right –
and the most basic responsibility – of any association member is to
participate in and contribute to the life of the organization. This might
require, among other things, equal opportunities to participate in general
assemblies, vote in all elections, participate in the election of leaders, and
run for office. Members should also participate in the discussion and
approval of activities and projects proposed by the leadership, and they
should oversee the leaders’ compliance with their responsibilities, includ-
ing managing the budget, maintaining the books, and submitting an
annual report. Possible sanctions for noncompliance with members’ most
basic responsibilities can include fines, suspensions of membership rights,
and expulsion.

Second, the internal regulations should specify procedures for a
regular rotation of leadership. A typical arrangement is for the general
membership to appoint an Electoral Committee, composed of members
who are not already on the Directors’ Board, to establish the rules for
electing new leaders. Among other tasks, this would include maintaining
an up-to-date list of members eligible to vote, fixing the date on which
elections are to take place, and organizing and overseeing the entire elect-
oral process.

Most street-vending organizations in Lima are characterized by relat-
ively low levels of compliance with their internal regulations and proce-
dures. In some cases, members of the association have given themselves a
name, perhaps developed a logo, and elected or appointed a president,
but have not drawn up the association’s foundational documents, such as
the Act of Constitution and Internal Regulations. More commonly, associ-
ation members have drawn up and filed those foundational documents
with the Public Register, but do not actually enforce the rules and regula-
tions governing the association’s internal operations. The lack of com-
pliance with these regulations fosters a great deal of discontent and
mistrust between leaders and members of these organizations. A common
complaint among members is that their leaders take action without con-
sulting with the membership, and a common complaint among leaders is
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that members are apathetic and do not participate in or help with associa-
tional activities. The disjuncture between the actions and attitudes of
leaders and members suggests that an important part of these organi-
zations’ weakness stems from noncompliance with internal regulations
that would structure interaction and cooperation between the two sides.

In particular, the lack of enforcement of members’ rights and
responsibilities, as well as a lack of leadership rotation within some organi-
zations, seem to be fueling this discontent. In organizations that do not
call regular meetings of the general membership, members do not have
the opportunity to discuss issues of importance with their peers, nor do
they have the chance to give feedback to their association leaders. In addi-
tion, when regular meetings are not planned and announced well ahead
of time, members say they cannot attend because of family or work obliga-
tions. Some members also perceive regular assemblies of the membership
as unnecessary or superfluous: as one said, “I only go to the emergency
meetings, because you know something important is happening.” Thus, it
is noncompliance on the part of leaders to exercise their responsibility to
call meetings, as well as noncompliance of members with their respons-
ibility to attend, that leads to breakdowns in communication. Though it is
standard procedure to include sanctions for noncompliance with
responsibilities in any organization’s founding documents, I discovered
only two organizations, AVAMDEGA and UDAMPE, which actually
enforce those sanctions.

Some degree of apathy among an association’s members is, of course,
quite common, and not at all a problem specific to poor people in general
or informal workers in particular. Interestingly, though, some leaders use
their status as informal workers to justify the informal way in which they
run their organizations. In one interview, a leader excused his association’s
lack of regular meetings by saying simply that “we are informals,” as if to say
that it is in informal workers’ nature to run their organizations informally
and nobody should expect anything different.12 Other leaders excused the
lack of internal compliance with regulations and procedures by saying that
the members were not educated or prepared enough to expect internal
democracy or take an active role in shaping the association’s activities. This
sort of disdain for democratic processes inside of these organizations con-
tributes to the distance between leaders and members.

In addition to noncompliance with rights and responsibilities, some
organizations also fail to rotate their leadership by holding regular elec-
tions. The permanence of the same individuals holding official positions
within these organizations can have two deleterious consequences. First, it
can create the perception of these leaders as “mafia”-type rulers, both
within the organization and outside of it. Second, it creates a stronger
incentive for vendors who disagree with the leadership to exit the associ-
ation in favor of forming a new one, since their “voice” option inside the
organization is limited. 
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These problems seem to be more pervasive at the level of federations
than at the level of base associations. FEDEVAL, for example, is attempt-
ing to recover from the withdrawal of support on the part of many of its
affiliates in past years because of its lack of regular leadership rotation.
One leader whose own association has withdrawn from FEDEVAL said
that: “its leaders are mafiosos,” in that they “think they are eternal leaders
who own the organizations.” But “you cannot deceive people like that,”
this leader said. “They say the organization is for the people, but it is
not.”13 The problem of leadership rotation is especially important for
FEDEVAL to overcome, because its leaders’ radicalism in the 1980s largely
discredited the organization. When policy makers perceive that those
same leaders are still heavily involved in the organization, they dismiss the
possibility of working with them out of hand.

Federations in La Victoria have likewise experienced tremendously
fluid loyalties over the years. Following the dissolution of the FOMA and
CTM in that district in 1996, a new “front,”14 called FUTAVIC, was formed
on 4 July 1997 and initially had the support of many associations who
feared hostile treatment from the local authorities. However, in most
cases, either the support or the association itself dissolved within a few
years. Several other new federations followed shortly thereafter, including
a new United Front of Agricultural Wholesalers and Retailers, the United
Central of Associations of Informal Workers in Perishable Products, the
United Associations of Seafood Merchants, and the Promotional Commit-
tee of the United Central of Street Vendors of La Victoria.15 According to
Sulmont (1999), this sort of constant dissolution and reconstitution of fed-
erations is the result of the struggle for power over the right to speak for
the entire sector of street vendors in the district. That struggle, he argues,
is conducted for the most part by individuals who occupy leadership posi-
tions as a sort of career, rather than ordinary street vendors who rise
through the ranks of their organizations by way of democratic elections.

The lack of leadership rotation within some organizations of street
vendors means that leaders are difficult to hold accountable by their
members. If members are dissatisfied with their leaders’ performance,
they cannot rely on a new election to provide them with an incentive to
perform better. Without regular rotation of leaders, the organization loses
legitimacy, and is unlikely to develop the sort of “value infusion” that has
helped other types of organizations survive even with very low levels of for-
mality.16 Likewise, leaders’ failure to follow through on regular, formal
elections makes their promises less credible to members. 

This loss of legitimacy, accountability, and credibility increases the
incentives for members to exit and form new associations rather than
expressing dissatisfaction directly to their leaders. It thus hinders expres-
sion and debate, makes sustaining projects over time impossible, reduces
the likelihood of extracting favorable policy concessions, and removes the
representative quality of associations when members’ voices are not heard
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equally. In fact, when asked what the most important benefit of their
association was in a 2003 survey, only 21 percent of respondents
responded “representing my interests.”17 Instead, most association
members view their associations as most effective for resolving concrete
problems, or providing a forum in which to develop friendship and cama-
raderie (see Table 14.4). This result may be indicative of the broader
failure of street-vending organizations to channel their members’
demands into the political process.

The lack of compliance with democratic governance structures and the
constant dissolution and reconstitution of vending organizations in Lima
both contribute to a negative perception of vending associations. One
policy maker interviewed for this project expressed total exasperation with
attempts to negotiate with vending leaders, stating that: “every day they
demand something different,” so that no steady progress can ever be made.
Another said that it was not worthwhile to even attempt to incorporate
vendor leaders into their policy discussions because of the perception that
their associations “appear one day and disappear the next.” Without some
degree of stability, local officials expect that vending leaders cannot deliver
on promises to get their bases to comply with whatever agreements may be
reached. Another said that vending associations did not deserve to be con-
sulted about policy because they were “anti-democratic.” Thus, the lack of
internal compliance within street-vending associations feeds into a difficult
cycle that ultimately results in their exclusion from policy discussions.

Figure 14.1 summarizes this dynamic. The degree of internal com-
pliance in an organization is positively related to its internal credibility –
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Table 14.4 What is the most important benefit of the association for you? 

%

Resolving problems 41.1
Creating friendships and camaraderie 23.4
Representing my interests 20.6
Delivering benefits 14.2

Source: 2003 Microbusiness Survey.
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Figure 14.1 Causal diagram: internal compliance and policy participation.



that is, the credibility that leaders have in the eyes of their members.
Organizations that have high levels of internal compliance have high
levels of internal credibility, and organizations that have low levels of
internal compliance tend to have low levels of internal credibility. The
extent of internal credibility in an organization, in turn, is inversely
related to the incentive for members to exit the organization rather than
expressing their voice. For example, an organization with little internal
credibility would have a stronger incentive for members to exit, while
organizations with high internal credibility would have weaker incentives
to exit. Internal credibility is also related to external credibility; policy
makers, for example, view associations that lack internal democracy with
skepticism. The prevalence of “exit” – that is, the frequency with which
members exit their association and form new ones – is inversely related to
the association’s external credibility. Finally, the external credibility of
these associations affects the likelihood that they will be incorporated into
the policy making process.

Conclusion

Street vendors remain marginal actors in the Peruvian political system.
They constitute nearly 10 percent of the country’s urban workforce; they
possess substantial disruptive capacity; and they have formed hundreds of
associations to defend their workspace, yet, with a few exceptions, they
lack the organizational strength to secure an institutionalized voice in the
policy process. This lack of organizational strength is not a condition
inherent to informal workers, however. Individual cases of organizational
success among street-vending associations suggest that these workers have
the potential to overcome the odds against them. Their most urgent chal-
lenge is to increase compliance within their organizations. Formalizing
the internal operation of their associations would increase leaders’ cred-
ibility, reduce the incentives for members to exit, and enhance vendors’
credibility with policy makers. When policy makers view street-vending
associations as legitimate partners, they will be more likely to incorporate
their voices into policy decisions.

Notes
1 The research was conducted between October 2001 and September 2002 in

three districts of Lima: Lima-Cercado, La Victoria, and San Martín de Porres.
2 This discussion of documentation was based on Alternativa (1992) and several

copies of associations’ founding documents obtained as part of an archive
maintained by one of the city’s street-vending leaders.

3 Chasquis were messengers that Inca rulers relied upon to carry messages to dif-
ferent parts of the Incan empire. Street-vending leaders who spoke of their
need to coordinate with other leaders in interviews used the term chasquis to
describe the runners or messengers they use.

4 Discussion with a FUDDCC leader, 27 August 2002. 
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5 Examples include R.A. 1060-93-ALC; R.A. 1459-93-ALC; R.A. 0274-95-ALC; and
R.A. 0275-95-ALC.

6 Personal interview, 8 June 2002.
7 Paying this tax every other day was a special privilege for this association, as the

standard is to pay the tax on a daily basis. I discovered no other organization in
Lima that paid only every other day.

8 The streets surrounding the formal boundaries of Gamarra where
AVAMDEGA’s members and other street vendors work are among Lima’s more
dangerous in terms of street crime.

9 In the case of FUDDCC, the support of the NGO Alternativa has been very
important to the organization’s ability to carry out projects.

10 Almanza San Miguel (2004): 2.
11 The FOMA and CTMCA are consultative bodies made up of representatives of

street-vending organizations at the district level. The formation of these bodies
was required by the 1985 Metropolitan Ordinance 002, but most districts never
implemented the ordinance. Thus, their constitution in the district of La Victo-
ria was a major policy victory for federations there.

12 This attitude echoes the assumption in the literature that people who have
informal jobs are informal in other ways. But this relationship is not a necessary
one, as some associations of informal workers are run quite formally; again, the
example of AVAMDEGA demanding that I sign an agreement before seeing
their documents illustrates that there are exceptions.

13 Personal interview, 8 February 2002.
14 In this case, the term “front” serves as a term for a sort of “super-federation”

that groups together existing federations, which in turn group together exist-
ing base-level associations.

15 Almanza San Miguel 2004: 4–5.
16 For an example of an organization that operates informally but does have such

value infusion, see Levitsky (1998).
17 The survey, called the 2003 Microbusiness Survey, was conducted among 454

street vendors and micro enterprise owners (see Roever 2005).
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Part VII

Local power structures
and MBOPs





15 Membership-based organizations
as a reflection of power
structures in rural “community”
Experiences and observations from
Sindh Province, Pakistan

Themrise Khan

Introduction

It is almost impossible to imagine development theory and practice
without the use of the term “community.” The increasing usage of this
term can be attributed to the claim that the problems faced by the world’s
poor need to be addressed by the poor themselves, rather than by those
who observe them from a distance, that is, policy makers. To achieve this,
the poor need to be organized to be able to accurately identify and
suggest solutions to their economic and social woes. This is possibly why
the last decade has seen a rapid increase in the number of nongovern-
mental organizations (NGOs) and community-based organizations
(CBOs) in poor countries, all of whom seek representation of the under-
privileged and marginalized. These membership-based groups normally
work to improve and develop social sectors such as health, education,
political empowerment and women’s rights, within the “communities”
that they choose to represent. 

In Pakistan, many of these NGOs and CBOs are local, village-level
groups, which survive on the patronage of their organization members,
thus making them a classic example of a membership-based organization
of the poor (MBOP). There are currently almost 45,000 such organi-
zations in Pakistan, comprised of private, notprofit distributing, self-
governing and voluntary organizations, with an estimated membership of
about six million.1 These organizations represent a particular geographi-
cal territory, issue, caste group, occupation or demographic group. The
underlying assumption in these organizations is that they operate for the
benefit of one particular section of society, or as for the purposes of this
chapter, for one particular “community.” While each of these organi-
zations reflect a different class and type of community, this chapter
focuses only on membership-based organizations represented by CBOs in
rural villages where a majority of Pakistan’s poor reside. It must also be
noted that, in Pakistan, most MBOPs are small, grassroots-level organi-
zations, with limited geographical coverage and membership, and there is



no organization that could be compared to the size and structure of
SEWA in India. Organizations that work on a much larger or national
scale such as Rural Support Programmes often are not made up of indi-
vidual members, but are rather a collective of various groups.

In rural Pakistan, the term “community” takes on a meaning of its own.
It is not just a group of people with “common aims and objectives,” as the
literature so likes to point out.2 It is a multilayered structure, complete
with hierarchies of the dominant and castes of the subservient, a far cry
from the universal belief that a community is or has the potential to be a
model of uniformity and cooperation. Subsequently, this impacts on
how CBOs operate in such areas, especially since most of them are small,
grassroots-level organizations, with limited geographical coverage and
membership.

The question that arises in this case is that how does such exclusive or
limited representation impact on the credibility or objectives of CBOs as a
form of MBOPs when the problems of the poor remain common to all
social and ethnic groups? Is this an efficient way for CBOs to function,
especially given the fact that resources to meet the needs of the poor are
already scarce? 

In order to be able to answer these questions, it is first important to
understand what it is that results in such ethnic and social gaps to form in
these institutions. Pakistan is a country deeply embedded with age-old tra-
ditions, norms and hierarchies. A typical rural village in Pakistan epito-
mizes these factors, which dictate the routine norms and practices that
govern the survival of its inhabitants. Even within the country, each
province embellishes its own set of traditions and hierarchies that set it
apart from other provinces. A rural community in the province of Punjab
follows a very different pattern of traditional norms than one in rural
Baluchistan. But, beneath it all, it is the social and caste hierarchy that
controls how members of CBOs interact with each other and those
around them.

The argument or hypothesis that this chapter attempts to articulate
then is this: traditional power structures are an admitted reality in rural
Pakistan and hold great influence over its inhabitants, both male and
female. These structures cut across gender, class, caste and wealth. In
order to be able to penetrate into this structure, first, it is important to
acknowledge its existence and, second, to attempt to use this existing
structure to the advantage of all poor and not just a select few. CBOs are
seen as the vehicle that can make this a possibility due to their location
within and as themselves a part of these power structures. First, this
chapter makes some observations about how one can view a “community”
within the existing traditional structures of a rural village in Pakistan.
Second, it looks into how this can impact upon the presence of MBOPs or,
in this case, CBOs within these “communities” and whether such organi-
zations reflect the realities of those that they represent. It does this by
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using experiences of various CBOs in rural Sindh Province and the posi-
tion occupied by them within their respective “communities.”

The analysis and reflections presented in this chapter are the outcome
of the author’s work with CBOs in various districts of rural Sindh Province
between 1996 and 2002. Visits and interactions with these CBOs were
undertaken in various capacities, which have included project implemen-
tation and coordination, data collection and capacity-building initiatives.
All observations, information and findings have been gathered through
numerous field visits to the respective field sites and through informal dis-
cussions with the CBO office bearers, members and villagers, both men
and women. 

The community: who are we talking about?

In the Pakistani context, Banuri and Mehmood present us with a detailed,
but highly accurate definition of the term by far: 

Define a community on the basis of relative spatial proximity, like a
village or an urban abadi. This very largely also defines the commun-
ity in terms of common requirements for social services, like educa-
tion, health, housing, water, sanitation, roads, energy needs, and the
environment. It may also define the community in terms of basic
classes, and therefore employment and income needs.3

This definition is one that can be applied all across Pakistan, encompass-
ing both rural and urban areas. It is also one that serves as a benchmark
for the development of CBOs and NGOs as organizations that emerge as a
voice for articulating the social and economic needs of a particular group
of people. 

Ian Smillie furthers the view that the community is more than just a
provider of services. The new “community,” he argues, is also a way of
organizing the provision of integrating power that many governments now
lack, a way of restoring active citizenship and the participation of indi-
viduals in their own future.4

The concept of the community taking charge of its own affairs is now a
popular one with the rise of more and more group-based activism. Theor-
ists such as Bookchin, Illich and Schumacher have reasserted the primacy
of small communities taking responsibility for their own condition of life.
Across a range of disciplines, thinking has turned to biology, the nature of
living systems and to principles of self-organization as the only viable way
to cope with change and complexity.5

Geoff Mulgan puts forward three basic principles at the core idea of
community: the recognition of people’s social nature, scale and the
reassertion of ethics. He says “community is deliberately a different word
from society. In order to be meaningful, it must imply membership in a
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human-scale collective, at which it is possible to encounter people face to
face.”6 This provides the community with its own individual identity as a
living, breathing organism, with the ability to evolve, rather than a static
concept only witnessed on paper. Therefore, communities can now be
seen as both homogeneous as well as heterogeneous.

The disadvantage of such definitions, however, is that they tend to
perhaps overgeneralize the term. First, what needs to be recognized is that
communities are fluid and evolving entities whose membership base can
increase or decrease based on choice, force or need. Second, a commun-
ity cannot be represented by just those who tend to be more vocal and
vociferous, but by each and every individual residing in it, that is, it must
be “inclusive.” 

This then takes the definitional notion of the term into more complex
issues such as territory, caste and class. It is here that the role of CBOs in
rural Pakistan can be put into context. For example, a village can be con-
sidered as a community by itself. But within that village exist a number of
different caste and kinship groups, each a community unto themselves
because of their individual histories, backgrounds and class status. Most
villages in Pakistan exist within this social state. Furthermore, it is com-
monly found that even though different communities come together with
the same general objectives, they each have very different ideas of how to
achieve those objectives. Achieving common ground is not as simple as it
is made out to be.

Robert Chambers points out that, within communities, there are many
obvious differences. He quotes Alice Welbourn’s (1991) four major axes
of difference: age, gender, ethnic or social group and poverty.7 Even
within these categories, one can perceive a separate community. Because
of such discrepancies between traditional definitions and ground realities,
a number of changes have been occurring regarding the way people now
look at communities. The conventional notion that those who come
together for a common cause are representative of every other member of
that cause is now being challenged. Unemployment may be endemic to
the world’s poor. However, not every poverty eradication initiative may be
able to include each and every member affected by poverty, not by reason
of geographical or physical outreach, but by reason of social, cultural and
economic differences reflective in different “communities.”

Multiple identities of “community”

Sindh Province occupies 17.7 percent of Pakistan’s land area, ranking
third among the four provinces. Geographically, it is divided into three cli-
matic regions: lower Sindh, comprising the Indus River Delta and middle
and upper Sindh, which support a harsh and dry climate. Agriculture is
the dominant economic activity and 60 percent of land in Sindh is arable
and supports the cultivation of rice, cotton, millets, wheat, sugarcane,
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pulses and bananas, cultivated by large and small landowners, mostly for
commercial purposes. Fifty percent of the country’s industry is located in
the major cities of Karachi, Hyderabad and Sukkur. According to the 1998
census, Sindh has a population of almost 30 million, approximately
50 percent of whom reside in rural areas and is the fastest growing
province in the country. Sindh is also the region with the greatest degree
of cultural and religious diversity. Its peoples range from Balochis, Pun-
jabis, Pathans and “mohajirs” or emigrant Muslims from India, to minority
groups, most notably Hindus, Christians and Zoroastrians. According to a
survey conducted in 2000, there are approximately 17,000 registered
NGOs and CBOs in the province, both in rural and urban areas.

The main contributor of social capital in a rural village in Sindh has
been the biradari or kinship system. This is what provides a social safety net
to the poor in times of need and what defines an individual’s identity.8

These biradari divisions come in the form of tribes or castes coming down
for generations. Most villages in Sindh are identified by the majority caste
group that resides in them, such as the Solangis, Khaskhellis, Talpurs or
Ujjans, that is, most households in these villages belong to the same caste
group. Here there is open intermixing of men and women. However,
some villages are made up of a number of caste groups. In this case, clear
divisions are formed and intermixing is not the norm, that is, the Solangi
caste does not necessarily mix with the Khaskhelli caste. Women in such
villages, for instance, are particularly docile and subdued, as their level of
interaction does not even go beyond the confines of their household, let
alone to other parts of the same village.9 Group formation in such circum-
stances is very difficult. 

Using this analysis as a benchmark for our initial hypothesis, we begin
with the assumption that a village is a homogeneous entity. However,
upon entering the village, one realizes that it is actually made up a
number of different groups. These groups are physically divided into
neighbourhoods (or paras as they are called in Sindh Province), each
characteristically different from the other. For example, para A consists of
rich landowners, para B farmers and laborers and para C the minority
caste. Even though the former two paras are made up of the same caste
group, they still do not mix with each other due to class differences, or as
Welbourn pointed out earlier, because of social and ethnic differences.
Similarly, the minority group, even though a part of the same village, is
considered a nonentity due to its status as a minority group. It is even
physically separated from the rest of the paras in the village by being situ-
ated in a far corner. 

In order to be able to understand how these various levels of
“communities” are linked or delinked from one another, one can take the
example of community-based organizations or CBOs, who often form a
focal point for bringing people together in a village. CBOs in Pakistan are
primarily formed as a response by concerned members of a village or
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urban neighborhood to either a specific issue (health, education, etc.), or
for the general uplift of their surroundings. Membership of these organi-
zations is limited to only the village in which the CBO originates, that is,
those belonging to one village are normally not members of the CBO of
another village and vice versa.

The various perceptions of what a community entails, has had a major
impact upon the way these CBOs think and function. To the outsider, it
would seem that such organizations often represent their village as a
whole, considering that they target generic services such as health, educa-
tion, sanitation etc. However, it is interesting to note that, in many cases,
members of such organizations also belong to one particular and, more
importantly, more dominant caste group. In a village where caste is evenly
homogeneous, the benefits often reach far. However, where there are
multiple castes inhabiting the organization’s geographical coverage, the
tendency is to veer towards the one closest to the organization’s own, as
examples in the next section demonstrate. 

One cannot and should not generalize from this observation, as cases
vary from village to village. However, it has been seen that members of
many CBOs often limit themselves to areas that are inhabited by their own
caste members, as the chapter further illustrates. The effects of class
and wealth also come into play here. If the CBO members belong to a
richer caste group, they have less to do with members of a poorer caste or
vice versa. Which or whose “community” then do these organizations
represent?

On a more academic and theoretical level, such divisions have created
multiple levels of hierarchies and subcommunities, which go deep beyond
the surface of what a rural settlement has traditionally stood for. Formerly,
a village was considered to be made up of a single shared identity, but now
it is seen as a constantly evolving entity, made up of a number of varying
groups, all with their own individual histories and identities. For instance,
in one village, the members of a particular caste group separated them-
selves from another caste group after facing severe social differences and
set up their own new village in the lands across the road. Similarly, an
altogether new “village” was created when one particular patriarch
decided to move away from his native village to settle on his inherited
lands a few kilometers away, followed by members of his extended family.
Thus, new “communities” were born.

Hierarchical notions of community

The most obvious forms of community structures are the geographical
and physical divisions that constitute a rural village in Sindh Province.
This structure begins from the deh (administrative unit), filters down to
the goth (village), further down to the para (neighborhood) and finally to
the household.
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Administratively, the structure operates from top-down. However, if
viewed from the vantage point of a community, it moves bottom-up, with
the needs of the household and the village being the most important. This
is also where the idea for an MBOP takes root. However, class, caste and
income have created an inflexible and remote structure within which only
the more privileged tend to prosper. This is most apparent in the way the
rich treat the poor. It is virtually impossible for a farmer to speak in the
presence of a landlord, or for a landlord to have any sort of personal
association with his farmers. Similarly, within gender relations, wives of
the landlords do not necessarily mix with those of farmers or laborers,
even though they may belong to the same caste group. In this regard, a
very interesting finding has been that, during the harvest season, women
belonging to all levels of households, that is, landowners, farmers and
laborers, all work in the fields for wages. 

Each class also has its own public space. The autaaq (meeting room) of
the wadera (landlord), for instance, is a very prominent space that is
reserved exclusively for the wadera and a very select gathering of his
acquaintances. Similarly, the government school in the village (if there is
one) is a gathering place for many of the social activities conducted by the
less “well-off” groups such as farmers or salaried workers. Indeed, even
CBOs tend to use school premises after hours as a meeting place for their
members or outside visitors. 

Certain hierarchies extend even beyond the village. For instance, if a
farmer wishes to take a loan from a moneylender in the market, he will
need to go through his local landlord for surety. The caste and class hier-
archy established in his village dictates which landlord the farmer will go
to for assistance. This need not necessarily be the one he works for, as
there may be a much larger landlord in the village who is more powerful.10

The more land a person has, the more powerful he is. In some villages,
the para of the wadera is considered to be the most important as he has the
most lands in the village, despite the fact that it may have fewer house-
holds than other paras.

Whether we accept households, paras or villages as one or separate
communities, minorities in Pakistan, which include Hindus, Christians,
Parsis and so on have always been considered as being located outside the
boundaries of Muslim villages. Two cases are stark contrasts in how
minorities, in this case low-caste Hindus, have been viewed as separate
from the “mainstream” communities. 

A tiny hamlet of 14 households makes up a Hindu community whose
inhabitants work as haris (farmers) on the lands of the neighboring
waderas. Although the village has a Muslim name in the official records, it
is known in the area after its leader from the Bheel caste. A formidable
man in his fifties, he has risen the ranks in the eyes of his community. He
successfully contested the local elections as a minority candidate and is
responsible for handling the haris of his local wadera. Well respected and
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well known throughout the deh, he has converted his tiny “community”
into one that can claim a geographical and cultural identity of its own,
despite its marginal status. 

Another group of low-caste Hindus has a different story to tell. Their
tiny community is located in one of the paras of another village that is
hardly ever recognized as such by the other inhabitants of the village.
Members of the community have to travel far into the desert area to work
for daily wages on lands of waderas, as there is no work available for them
close by. They live under fear of the local landlord and have limited access
to facilities for their families, so much so that they complain that the
Muslim families in the village do not even let their children use their
toilets. Their case exemplifies the concept of communities existing with
communities, most of them isolated and forgotten. 

Ultimately, it is factors such as caste, religion, occupation and wealth
that dictate who manages what and how in a rural village. It also ultimately
dictates how membership-based organizations operate in such a complex
environment.

Membership-based organizations: ground realities

Once we have established the complex and multilayered structure of rural
Pakistan, we can now shed light on the impact that these structures can
have on MBPOs and, ultimately, on the lives of their members and benefi-
ciaries. This can be achieved by looking into the functioning of some
CBOs in Sindh Province, all of whom work in various areas of social sector
service delivery and consider themselves as representatives of their village
or “community.”

It must be clarified at the outset that the objective of this chapter is not
to judge which organization is better than the other, but rather to view the
various social and economic factors that condition their attitude and oper-
ation. This will enable us to look more closely at MBPOs as evolving enti-
ties, rather than just as static service delivery mechanisms. It will also help
us to analyze exactly how such organizations and their interventions
impact on rural society and economy. 

Profiles

The CBOs referred to in this section primarily fit the same profile. Their
membership base ranges from 80 to 200 individuals. In most cases, the
members are male; however, they do have a small percentage of female
members, who are part of what is known as the CBO’s “women’s wing”. By
and large, these women belong to the households of the male members. A
number of these CBOs are named after the dominant caste of the village
(Solangi Welfare Association) or even after the name of the village itself
(Jindodero Village Development Organization). There is no written or
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legal rule that prohibits those of other castes or villages to join the organi-
zation. However, even a cursory glance at the membership base of such
CBOs makes it apparent that membership is by and large homogeneous,
even in multicaste villages. 

These CBOs are governed according to a set structure set out under
NGO registration laws in Pakistan. They consist of an Executive Commit-
tee of office bearers and a General Body membership. Elections are held
every two to three years to induct a change of guard and it is compulsory
for the CBO to have documented financial accounts.11 The primary areas
of operation of these CBOs range from setting up primary schools, to dis-
pensaries, to micro-credit programs, to providing clean drinking water
and sanitation facilities.12 Most of their finances come from project-related
funding provided by either international donors, large national NGOs or
through private philanthropy. Membership fees form a very negligible
amount of their total revenue.13

Findings and observations

Most CBOs in Pakistan have certain similarities that are common to small
community-based organizations. There are some major differences in
terms of scale and infrastructure. However, the most succinct finding con-
cerns the attitudes of those the organization attempts to serve and even
more so, the attitudes of the organization members themselves towards
their goals and objectives. 

In one single-caste village, it was found that most people thought that the
CBO present actually did not cater to their needs, let alone consider them.
For instance, there were some non-Muslim families that were living in the
village for more than two years, but when questioned regarding the various
ethnic and caste groups of the village, members of the CBO omitted to
mention them. Similarly, in one para, a woman directly addressed some of
the members of the CBO saying “you come all the time and write things and
leave and we don’t get anything. Whatever you get you eat it up yourselves
and we get nothing.”14 Members of the CBO chalked this angry response
down to an ongoing feud of this family with certain CBO members and
clearly showed that they were not part of their beneficiaries. 

In discussions with the women of the village, who were made up of a
variety of the same caste but poorer class, members of the CBO who were
present constantly prompted the other women to respond to the line of
questioning. It was later discovered that these women felt intimidated by
the CBO members because they belonged to more privileged families in
the village. Similar instances have occurred in other villages, especially
where minority castes reside. In one such instance, women belonging to a
minority non-Muslim caste refused to even speak in the presence of CBO
members of their village. Suffice it to say that these women were neither
included as members of the CBO nor were the CBO’s village development
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projects such as micro-credit extended to them. When the CBO was asked
why this was so, the reply was, “we have approached them, but they are not
organized enough to be able to participate in our schemes.”15 The minor-
ity group had another story to tell. Apparently, they were not even aware
of what the CBO’s activities were in the village.

While most of the families in another single-caste village were very
forthcoming regarding the CBO’s activities, some did not behave well with
the CBO Social Organizers. One Social Organizer was asked to leave from
a house saying that “you people come and write down information from
us and we get nothing in return. So we won’t tell you anything.”16 A
number of people from other paras indicated that they were not happy
with the CBO and made negative remarks about them. Ironically, this was
a para from where no one was a member of the CBO, as they belonged to
a caste different from the CBO’s own and thus felt excluded from its activ-
ities. One woman remarked, “all those who benefit from them are the
President’s relatives. Even her workers are related to her.” Two CBO
Social Organizers turned out to be cousins and the daughters of a CBO
office bearer’s brother. One Social Organizer is the CBO founder’s niece.
One member is the founder’s cousin’s brother-in-law, while the CBO
motivator is her cousin’s wife. It is interesting to note that, in this particu-
lar village, all families belonged to one kinship group. However, the differ-
ences occurred in terms of subcastes, occupation and wealth. About 70
percent of the male villagers thought that the CBO did not do anything
for the poor and was a one-person show only.17

In many projects undertaken by CBOs on behalf of their members and
beneficiaries, there is an underlying assumption that these local organi-
zations are the most effective representative of their parent community. In
one particular project, which involved bringing together parents and
teachers for school improvement, local CBOs were recruited to carry out
the task of community mobilization and training. While the CBOs, which
were typical membership-based organizations, were fairly successful in
bringing together parents and teachers in their own village, they faced a
great deal of resistance in other villages of the selected district. It was soon
discovered that a CBO may be representative of and recognized by the
members of its own organization, community or village, but not in
another. Indeed, in those villages that had their own CBOs, the imple-
menting CBOs were viewed to be rivals in “their” territories.18

On the other hand, another CBO belonged to yet another village that
was made up of multicaste groups. This local CBO was actually a collec-
tion of individuals belonging to a less dominant caste group. While
members of their own caste in the village were very favorable towards
them, others in the village who belonged to higher castes paid them virtu-
ally no attention. This proved to be a hindrance to the project at hand,
since the objective was to mobilize all parents of the village in school
improvement, rather than just a select few.19
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An analysis of the structures of all these CBOs shows that they are very
much the product of their main founders, rather than their membership
base as a whole. This serves as a deterrent to the organization’s growth
needs, among others. In one of the CBOs, for instance, as much as its
President and Founder has been the driving force behind the organi-
zation, he has inadvertently also been the cause of stagnation for the
organization as a whole. Where his confidence and the groups’ perform-
ance had gained accolades from NGOs and donors alike, the structural
development of the organization had remained the same. The reasons for
the groups’ prominence are related to a number of other social factors as
well. Their village is located on the main National Highway, so access to
cities and market places is not difficult. It is a homogeneous village, so
there is freedom to intermix and social constraints are comparatively
fewer than in other villages. But what is missing in this organization is the
ability to sustain itself, both financially and structurally.

Similarly, in the CBO working for school improvement, the dominant
personality who also headed the project team was a very powerful and
politically connected man. He belonged to one of the most powerful clans
of the area and was well known throughout the district. This had its own
share of pros and cons. While his political power and patronage allowed
him to access human and financial resources for his organization, the
same power and patronage also posed a threat to other organizations in
the area that belonged to smaller and less politically connected clans or
kinship groups. 

On the other hand, in another CBO, its President and Founder was not
the only prominent member of the organization, although he did
command most of the attention. A number of others were identified as
being very active as well and did not need his guidance to make decisions,
although in his presence they do tend to look more toward him for
support.

Even above and beyond the idea of representation is that of providing
benefits and services. A number of villagers were unhappy with their CBO
primarily because they felt it had not done enough for the village. In fact,
villagers were more of the opinion that it was only the CBO staff members
who were benefiting more than the General Body members. This has
been illustrated above (pp. 290–1), but can be further demonstrated by
the fact that one particular CBO that was run by a husband and wife team,
managed to build a concrete and brick house for themselves out of funds
they received for project-related work, with the CBO’s offices housed in
the ground floor. While the issue is not that the CBO grew from a small
village organization to a much larger entity with much more power, it
does reflect the fact that this power is more so being used for the benefit
of only a few. A further illustration of this observation is that, despite a
growth in power and finances, the CBO membership remained the same
as it was a few years earlier. So why are new members not joining on?

Experiences and observations from Sindh Province, Pakistan 291



First, such issues raise concerns about the credibility of the CBO as a
fair and representative entity. Second, it raises concerns about exactly how
the CBO is functioning in terms of its organizational capacity and
decision-making structure. 

Are MBOPs the solution?

These examples very appropriately attest to the challenge that CBOs may
or may not be the most appropriate representatives of their community.
These cases have tried to illustrate the various social and economic factors
that condition the responses of organizations that identify themselves to
the world on the basis of their membership base. All these organizations
have certain commonalities associated with small community-based
organizations, such as their internal membership base, legal registration
modalities, their limited geographical coverage, their dependence on
external sources for revenue generation and so on. While they do differ
on grounds of scope and outreach, that is, some CBOs being larger, more
exposed and better financially equipped than others, their contribution to
their respective villages has to be looked at socially and not just organiza-
tionally.

Putting forward a case for membership-based organizations as benefit-
ing the poor, these CBOs have managed to bring forth some exclusive
qualities that rural CBOs possess. The most important of these is their
ability to mobilize a membership base around a common issue, whether
exclusionary or not. Second, because of their membership base that allows
the organization to be legally registered, such CBOs are able to access
external resources that would otherwise not be accessible to the poor, for
example, access to credit, social services, infrastructure, foreign funding
and so on. Third, CBOs have managed feed on the hierarchy of rural
power structures, on the basis of caste and historical prominence, in order
to survive and be recognized both in and outside their village. This combi-
nation has allowed these CBOs to successfully operate despite opposition
and animosity from within and outside their communities.

This also shows that, instead of looking at CBOs simply from the
purview of their organizational framework, one needs to look closer at its
location within the society in which it operates. All CBOs used their ties to
caste as a way to gradually raise themselves within the social hierarchy of
their respective villages, and to be able to provide better services to their
members. Thus, while in comparison to more landed castes they may still
be less influential, but within their domestic constituencies, they wield
great power. Ironically, observations have shown that, in turn, these caste
groups have now begun to dominate other more oppressed groups, such
as the low-caste and minorities, thus perpetuating the myth of power.

Increased power has enabled some CBOs to obtain funds from inter-
national development organizations due in part to improved organi-
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zational capacity but also to their leaders’ personal networks of social rela-
tions. Normally, such personal “networks” would be seen as inappropriate
for a professional institution to make use of. However, such actions can be
considered justified, if members achieve economic gains. However, where
CBOs demonstrate exclusivity in their membership, the result may not be
entirely beneficial to the village. For instance, in the case of one CBO,
most of the beneficiaries of the organization’s projects were the office
bearers’ own family members and the remaining members primarily
belonged to the majority caste group. This brings up the vital question of
whether CBOs as MBOPs are representative of just their own “communit-
ies” or their village as a whole. 

Observations of CBOs in Sindh Province suggest that membership is
influenced by a number of factors. In all villages, many nonmembers were
of the opinion that the CBO did not fully represent the whole village, but
only a select caste and class. For example, one CBO works only in two
paras of the village, which belong to the landowning class and a majority
of its members belong to the para of the CBO’s founding President. When
asked why they were not members of the CBO, villagers responded, “we
were not asked to become members”; “they belong to a higher caste” ;
“they only associate with their own kind.”20 Similarly, in the case of
another CBO, all members belonged to one caste and the remaining
population of the village, although aware of the organization’s existence,
was partly oblivious of its activities. 

Similarly, all CBOs were found to be centered around one individual,
rather than sharing power with members. That the founding members
had retained the main positions within the CBOs governing body since
inception showed that members did not have much say in how the organi-
zation functioned on a day-to-day basis. 

Gender plays an interesting part in this scenario. In development
thought, women have always been seen as an independent “community”
whose needs and problems require separate and more detailed attention.
This has prompted the formation of exclusively women’s groups. Despite
this fact, however, women belonging to marginalized groups in the village
(minority groups) are still excluded from the group’s membership, let
alone its benefits. This worrying fact continues to raise serious questions
about the marginalized (rural poor) further marginalizing the marginal-
ized (the low caste). 

Unfortunately, it is factors such as these that pose a risk to the benefits
that CBOs and MBOPs can provide to rural economies. CBOs are best
aware of how to deal with the complexities of their village. In addition, as
legally registered formal organizations, they can act as much needed inter-
mediaries between their community members and those more powerful
such as landlords, and even donors. 

If looked at in this light, then the role of CBOs becomes a vital element
of poverty reduction. Instead of basing funding decisions primarily on the
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size and purpose of organizations, the emphasis needs to be placed
instead on how such organizations can utilize the existing system of social
relations and hierarchies within their communities. If CBOs can manage
to integrate such traditional systems with more formal organizational
frameworks, then they have the potential to be very successful in address-
ing the complex issues related to poverty.

Conclusion

Complex sets of social relations are what govern rural “communities” in
Sindh Province, Pakistan. Going back to Banuri and Mehmood’s defini-
tion of the term, it is then not so simplistic to be able to define a commun-
ity in terms of just spatial proximity or common requirements. While
these may be useful in identifying an area within which to concentrate
efforts for change, they may not necessarily identify the most accurate way
in which to bring about change. One particular group in the village may
cite education as the need of the hour, despite the fact that a school does
exist in their village. However, it is because that school is not accessible to
their particular class or caste group that the need arises. If the CBO con-
cerned with the state of affairs in their village belongs to a dominant caste
group, they will perhaps be able to address the issue and ensure equal
access. However, if members of the CBO are mostly poorer farmers or
laborers, then they will either need access to more powerful social repre-
sentatives, or they will simply come up with their own school, exclusively
for their children, thus further pronouncing the caste and class divide. Is
this the solution to poverty?

It is questions such as these that MBOPs in Pakistan and ultimately
policy makers have to grapple with. While these issues do not have to
hamper the generic definitions of community as being a common nucleus
for organization and service delivery, they do come into question when
one talks about who is advocating for change within them, i.e. member-
ship-based organizations. This is not to undermine or disregard the work
of such organizations, but it is important that their inputs be critically ana-
lyzed in the context of their social and political surroundings, since these
undoubtedly influence their work. Representation need not be limited to
farmers and water users’ associations, for example, but could include
women’s groups and minority rights groups.

Social systems exist in all the provinces in both rural and urban areas,
albeit with differences in the structures of hierarchies and governance. It
is not possible or feasible to assume that the so-called “ripple effect” of
development will pervade through an entire region smoothly and uni-
formly. For practitioners and policy makers, it is vital to recognize and
acknowledge the barriers of caste and class, so that there may be more of
an opportunity for membership-based organizations to achieve propoor
growth. But, before one can come up with ideas for poverty reduction, it is
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vital to first try and understand these social structures in our evaluation of
why poverty exists in poor countries. The answer is not always to rid us
of these sorts of relations, but perhaps if we take a closer look into some of
the issues above, it may even lie in the institutionalization of these rela-
tions. The “community” then just might know what is “best”.
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16 Doing things differently?
The everyday politics of
membership-based organisations

Joseph Devine

Introduction

Membership-based organisations of the poor (MBOPs) are not a new phe-
nomenon. However, the interest in the potential contribution they can
make to the task of advancing the cause of poor people has recently been
renewed, and is growing. The timing of this resurgent interest is worth
noting. For the past 15 to 20 years, large amounts of money, resources and
energy have been invested in supporting non-governmental organisations
(NGOs) throughout the world. However, the anticipated ‘associational
revolution’ (Salamon 1994) linked to NGOs has not occurred and the
desired impact at a relevant scale has not materialised. We have therefore
entered a period in which development practitioners, activists and schol-
ars have had to revise strategies, and think hard on how, and in which
direction to proceed. Part of this revision has led to a renewed interest in
organisational forms that were mostly overlooked during the period when
NGOs were held to be the ne plus ultra of civil society approaches to
poverty eradication and development (Kanbur 2001). With a more realis-
tic understanding of the limits of NGO led interventions, the search is
now on for new or complementary alternatives. The focus on MBOPs
cannot be divorced from this search.1

Relationships, poverty and well-being

In a recent exploratory study, carried out in Bangladesh, into people’s
perceptions of what constitutes a good quality of life, the majority of
respondents stressed the significance of their intimate and close social
relationships (Choudhury, Camfield and Devine, forthcoming). While this
is not a new finding, it is an area that surprisingly has not been explored
in sufficient detail. In part, this is because of the tendency, especially
within development and poverty studies, to focus exclusively on what
people lack in material terms. However, poverty in Bangladesh is as much
a statement about the type, quality and experience of relationships that
people have, as it is about the lack of material resources. Our appreciation



that people can be ‘poor in people’ (White 1992), or that poverty is a
reflection of poor or ineffective relationships (Wood 2003), is therefore
undervalued and inadequately understood. Yet, this idea is central to the
way people in Bangladesh understand and experience poverty, evidenced
in the important distinction they make between amar kichu ney (I have
nothing) and amar keu ney (I have no one). In both cases, people express a
situation of poverty and vulnerability. However, while the former indicates
a sense of material deprivation, the latter points to a state of vulnerability
and hopelessness that is far more profound and debilitating (Devine
1999). ‘Not having anyone’ is the condition of poverty that people try
most desperately to avoid.2

In what ways are immediate relationships and social networks signifi-
cant to the way poor people manage their everyday lives? First, they are
used instrumentally to strengthen claims on a range of material goods or
services such as employment opportunities (Williams et al. 2003), credit
(McGregor 1994), medicine and health treatment (Scheper-Hughes
1992), food and daily necessities (Auyero 2000), and even physical protec-
tion (Khan 2000). Second, social relationships and networks also hold a
deep symbolic value for people in that they offer a structure that gives
meaning to their lives. In her analysis of child rights approaches in devel-
opment, White (2002) talks usefully of a strategy in which individuals
extend an ‘idiom of belonging’ to the people, networks and organisations
they most value. In the context of South Asia, this is illustrated, for
example, when people bestow family titles such as ‘sister’ or ‘uncle’ on
people who do not belong to the strict family context. This strategy sets
boundaries vis-à-vis the outside, but more importantly it legitimises a
process of building ‘cross cutting ego-centred linkages’ (White 2002:
1098) that produce affective and meaningful relationships between
people. These linkages in turn become the basis for the subsequent
exchange of goods and benefits, as well as for social action.

The argument of this chapter rests on the premise that the relational
milieu constitutes the primary cultural terrain upon which people con-
struct their well-being. The implication of this is that a proper understand-
ing of institutional forms like MBOPs requires us to explore their location
and significance within this relational milieu. Using ethnographic insights
into a membership based initiative, I will pursue two lines of enquiry. First,
I will argue that the success of the initiative lies in the fact that the organi-
sation has become a primary location and expression of agency for poor
people. Here I will also explore various dimensions of this agency.
Second, I will offer an analysis on the quality of agency by exploring its
significance against the background of the relational milieu through
which poor people have to negotiate their livelihood options.

The organisation referred to above is called Shammo.3 Although legally
registered with the NGO Affairs Bureau,4 Shammo can be considered an
MBOP in at least two important ways. First, Shammo is a membership-
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based organisation (MBO) by its formal constitution. Its executive com-
mittee is made up of members – all of whom were, or are, landless farmers
– who retain ultimate control of the organisation. Second, Shammo is an
organic institutional form, created from within a community in order to
negotiate external and often uneven power relationships. The insights
used in this chapter draw mostly on the earlier history of Shammo when
its organic nature was most clearly evident.

Shammo – a brief history

The origins of Shammo can be traced back to the mid-1970s when a
group of young men established a youth club in their village. Although
the main aim of the club was to promote recreational and cultural activ-
ities, it also carried out some modest relief and welfare activities.
Impressed by the enthusiasm of the youth, the headmaster of the local
high school put the leaders in contact with an acquaintance of his, who
worked for OXFAM. He in turn visited the club and encouraged the
members to move the focus of the organisation away from recreation to
helping the poor.

Through their contact with OXFAM, the members of Shammo were
invited to meetings and workshops where they were introduced to ideas
and practices used by the wider development community. Most of these
meetings reflected upon and developed ideas related to conscientisation
and mobilisation in which the emphasis lay on the need to understand,
identify and confront the structural causes of poverty (Freire 1972). This
type of exposure gave Shammo a methodology that fitted their intention
to work more with the poor. As a result, they began to organise meetings
with poorer landless households and encourage the formation of smaller
membership groups known in Bengali as samities. This initiative proved to
be very successful and the number of samities grew rapidly.

The first samities were located in villages surrounding an open water
body known as ‘Boro Bagher Beel’. The Beel was a large lake used mostly
for fishing. In 1962, government authorities decided to drain the Beel by
digging a canal to a nearby river. As a result, over 820 acres of low-lying
agricultural land emerged which legally became khas land.5 Initially, the
local elites showed little interest in the land, and encouraged the landless
to clear and dredge the whole area so that they could use it for subsistence
farming. The task took almost two years to complete. However as soon as
the land was ready for farming, the elite leaders forcibly took possession of
it and proceeded to divide it amongst themselves. The poor were then
obliged to farm the same land as day labourers.

In 1972, the government of Bangladesh issued a number of key presi-
dential orders containing provisions for the redistribution of land such as
khas among landless households. On that occasion, many of the poor
households in the villages surrounding the Beel were officially allotted
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parcels of land from the Beel,6 and received the relevant legal documents
from the local administrative authority. However, none of those allocated
land managed to take possession of what was theirs by right. Instead local
elites took advantage of their political position to bypass government
orders and carry on using the land for their own benefit. That elites could
act in this way reflected the wider political context in which actors at
national and local levels colluded to retain de facto if not always de jure
control over key assets and resources. This constituted an important part
of a wider strategy of power accumulation that is captured succinctly in
the following observation:

National politicians and bureaucrats are often themselves large
landowners and even if they are not, they depend on rich peasant
both for political support and to ensure that the countryside remains
reasonably tranquil. To attack the interests of this dominant class
would be political suicide for any of the political parties.

(Hossain and Jones 1989: 180)

Poor people ‘participate’ in this collusion through a complex system of
vertically aligned and hierarchically ordered patron–client relationships.
This feeds into and reproduces a system of social cohesion based on class
relations of dependency (BRAC 1983, Wood 1994). In this environment,
the ability of the poor to exercise agency or act collectively is severely con-
strained. Among other considerations, the logic of patronage demands
loyalty from clients more than voice (Hirschmann 1970), and allows a
politics of privilege and favour to impose itself on the establishment and
implementation of formal rights.

The inability of Shammo’s members to pursue their entitlement claims
on the khas land reflected therefore the fact that, they were mostly
dependent for their livelihoods on those who had taken possession of the
land. When analysing the causes of their poverty during the early samity
meetings, members naturally raised the issue of khas land and the ease
with which the elites had dispossessed them of what was theirs by right.
Khas distribution and land rights, in general, therefore, became the focus
of Shammo’s work, and throughout the 1980s, the organisation was
engaged in a prolonged struggle over the Boro Bagher Beel.

It is not possible to go into the details of that struggle here. Suffice to
say that by the early 1990s, all the land of Boro Bagher Beel had been
removed from the control of the elites and re-distributed among landless
households. This was a remarkable turnaround and indeed a unique
outcome in Bangladesh. Throughout the 1980s, many membership organ-
isations, NGOs and donors had adopted khas land distribution as a key
component of their development activities.7 However by the early 1990s,
the enthusiasm had waned as a result of a number of factors including a
donor shift away from social mobilisation activities (Devine 2003), general
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frustration at the slow pace of even small gains in khas land activities, and
the constant threat of violence that accompanied khas land struggles.
Shammo then was one of the few organisations that remained committed
to khas land issues. Its success, however, came at a high price. Thus, the
organisation’s history is littered with incidents of village sieges, false
imprisonments, deaths, murders, and many other forms of violence and
general harassment.

Enabling new forms of agency

The fact that the members of Shammo managed to take control of the
khas area and protect the rights of landless households to use the land is
in itself an important indicator of success. However, it is neither the only
nor the most important indicator. In order to collectively pursue entitle-
ment claims and then defend these against powerful elites, there had to
be a change in the configuration of the core patron–client relationship
that underpinned the prevailing system of social cohesion. The argument
proposed here is that Shammo became the site around which the process
of re-configuration occurred. Through this, the organisation effectively
became the primary location and expression of a new form of agency for
its members.8 Three key interlinked moments enabled this new form of
agency:

1 the construction of a shared identity, sufficiently secure and reliable
for members to shift their allegiance away from the domination of
elites;

2 the ability to secure tangible improvements for members;
3 the fostering of an utopian space (de Certeau 1984) in which future

aspirations and the potential for further reconfigurations of power
relations are nurtured (Appadurai 2004).

Belonging and identity

I am our samity leader and so many women [. . .] come to me when
they are in trouble. Many of them are widows and have no one to look
after them (tader keu ney). I just tell them that I was like that before I
joined the samity. Of course my life is still hard, but at least now I
know that with the samity I have people (amar keu ache) I can rely on –
they are my friends [. . .]. Other groups and NGOs have started work
here but you only see them once a week.

(Rokeya)

The success of organisations like Shammo depends fundamentally on
their ability to attract and retain members. Rokeya’s words begin to
explain why Shammo has been more successful than others in building up
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its membership base. She portrays Shammo as a friend that can be relied
upon, an organisation that is in touch with what is really happening in her
life. This sense that the organisation has an affective relationship with its
members contrasts in Rokeya’s mind with the more distant relationship
other associations have with people. In evaluating the organisation, this
criteria is given at least as much weight by members as the ability of the
organisation to deliver actual material benefits. This is not peculiar to the
case of Shammo. Williams et al.’s (2003) observation that party workers are
valued because they are considered friends and close to the poor,
Scheper-Hughes’ (1992) findings that patrons are judged to be ‘good’
because of their nurturant and caring qualities, and Auyero’s (2000) dis-
covery of a moral relationship between ‘self-sacrificing’ brokers and their
clients, all confirm the importance attached to an affective relationship
that goes beyond the immediate exchange of material resources. This is
portrayed in Rokeya’s statement that with Shammo, she now has friends to
rely on.

There are a number of ways in which Shammo is seen to communicate
effectively with the deeper concerns of its members. The most obvious
one is the samity meetings that take place formally at least once a week
but more frequently on an informal basis. Recently, the value given to
samity meetings in Bangladesh has waned as they are considered time-
consuming, difficult to motivate, and vacuous in content and ambition
(Hashemi 1990). For Shammo’s members, however, the meetings remain
important because they offer space and time where people can discuss
issues that are important to them, and identify appropriate courses of
action. The meetings ensure that there is an active and open link between
the organisation and people’s day-to-day lives. For those who participate,
the meetings also nurture a sense of belonging, identity and support. To
use, in reverse, the language and analysis of labelling (Wood 1985),
Rokeya’s relation to Shammo is one in which she feels more ‘person’ than
‘client’ or ‘beneficiary’, and in which her history and context are acknow-
ledged and not ignored. In other words, the organisation is perceived as
‘taking her life seriously’.

Organisations like Shammo have to prove not only that they are friends
of their members, but that they can also be relied upon (McGregor 1999).
In the case of the struggle over the Boro Bagher Beel, Shammo’s success
depended on its ability to convince members to openly shift their alle-
giance from local elites to the organisation. This is a pivotal moment
because although it is relatively easy to demonstrate the exploitative and
predatory nature of patron–client relations (Shammo’s members were
already fully aware of this), it is far more difficult to convince people to
remove themselves from those same relations, and then to confront them.
To shift allegiance from a patron – however exploitative – entails a huge
risk calculation and exposes poorer individuals and households to poten-
tially debilitating and long-term insecurity. Therefore, before becoming a
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member of Shammo, people had to think carefully about their options. If
the calculation backfired, members faced the ultimate risk of being left in
a situation akin to that of amar keu ney, in other words with no one with
whom to negotiate the satisfaction of basic and everyday needs.

It is impossible to identify a single event or message that convinced
members to shift their allegiance to Shammo. Instead, over time,
members gradually gained greater control over aspects of their lives that
previously had been dominated by elite patrons. In this process, people’s
confidence in the organisation grew. This was supported by foundational
or catalytic moments achieved through the kind of ‘offensive struggles’
outlined by Bayat in his study of urban organised groups (Bayat 1997). In
highlighting these struggles, Bayat argues for greater recognition of those
pro-active initiatives of the poor that ‘place a great deal of restraint upon
the privileges of the dominant groups, allocating segments of their life
chances (including capital, social goods, opportunity, autonomy and thus
power) to themselves’ (Bayat 1997: 56). In Shammo’s case, the ‘offensive
struggles’ usually took the form of direct and conscious action such as
open and mobilised campaigns, processions and political vigils, and mass
repossession of khas land. Securing and then consolidating gains in this
way endowed Shammo with a reputation as an organisation that can be
relied upon. As this reputation increased, the risk calculations of existing
and potential members also changed. This led to membership expansion
and also strengthened the commitment of existing members.

Tangible benefits

It is too late for me to join [Shammo] . . . now. I would not get khas
land because there is little of it left and there are many samity
members still hoping to get land. . . . If I had joined Shammo I would
be better off. Others in the village have improved. I made a mistake
but I thought I was doing the right thing.

(Roton)

I met Roton for the first time in 1997 and have returned to see him on a
number of occasions over the intermittent eight years. He is one of the
poorest men I have met in my life: landless, homeless, undernourished
and always complaining of being physically in pain. I was introduced to
him by one of his brothers who was a member of Shammo. The two men
had started their adult lives working for the same patron household where
their father had worked – a form of inherited clientelism – yet their paths
had gone in very different directions. When Roton was asked to join
Shammo, he was not prepared to jeopardise his household’s security by
leaving his patron (with limited resources) to become a member of an
organisation that had even less resources. However, by the time I met
Roton the situation had changed dramatically. The ability of his patron to
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mobilise resources had deteriorated significantly while that of Shammo
had increased. Roton’s brother did join Shammo and had fared much
better as a result of his association with the organisation. Although still
poor, he owned agricultural land, a house, some livestock, and his chil-
dren went to school. Neither of the brothers have any doubt that their
respective qualities of life are explained by the fact that one became a
member of Shammo while the other did not. In what ways then does
Shammo help deliver material improvements to its members?

For most of the landless around Shammo’s area, securing a stable liveli-
hood source is the primary welfare concern. Although the struggles over
khas land came to assume symbolic significance, the initial focus on land
arose straightforwardly because agriculture was the main source of
employment for members. Those who were fortunate and were allocated
parcels of khas land gained therefore, an important livelihood platform
from which they were able to begin accumulating assets. At a minimum,
the allocation of khas land enables farmers to subsist for a significant part
of the year on their own land. Many, like Roton’s brother, later managed
to generate profit and invest in small business enterprises. However, since
the amount of land to be distributed was limited, not all members were
fortunate enough to receive khas allotments. How then does Shammo
help secure tangible improvements for these members?

One of the characteristics valued most by members is that Shammo
provides points of access to external bodies or organisations, especially to
various institutions of the state. The initial struggle for khas land cata-
pulted the organisation and its members into a direct relationship with
different institutions and organisations of the polity, especially the Land
Ministry.9 Through this experience Shammo acquired the types of skills,
knowledge and contacts that gave the organisation a legitimate ‘positional
advantage’ (Knoke 1990) to exert influence and make claims in key policy
areas at national and local levels.10 Besides successfully mobilising around
khas land, Shammo’s members, for example, have also lobbied to have
minimum wages for agricultural labourers and improved working con-
ditions for sharecroppers, to ensure the provision of basic infrastructural
services, and to demand a more transparent distribution of government
welfare goods and services such as the Vulnerable Group Development
cards.11 By using the organisation’s positional advantage to push legitim-
ate claims, Shammo and its members have successfully accessed material
resources, goods and services that have had an immediate and positive
impact on the livelihood status of the members.

Another way in which members seek to achieve tangible improvements
in their lives is through reciprocal help and support. Without over-
romanticising the idea, it is clear that Shammo’s members care and look
out for each other. This is an inflection from the point made earlier about
the organisation having to take people’s everyday concerns seriously.
Members, therefore, also take each others’ lives seriously. For this reason,
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when faced with difficulty, most members seek help in the first instance
from fellow members, often through initial discussions in the samity meet-
ings. Here Shammo acts as a ‘problem solving network’ (Auyero 2000)
where members can help each other. The kind of problems that members
resolve amongst themselves range from satisfying everyday basic needs
(financial, medical and so forth) to mediating disputes within or between
households, kinship groups, neighbourhoods or villages.

Utopian spaces

Poor people have to struggle [. . .]. But having my own land makes me
happy and makes me think that the fighting and years in prison were
worth it. Tomorrow there will be a different struggle and if we stick
together Shammo will also win that. And the day will come when
there will be no more need for fighting.

(Mahfuz)

Mahfuz was a member of the very first landless samity, formed by Shammo.
Like many other members, he held on to the idea that one day there would
be an ‘ultimate victory’ of the landless, vindication of the years of struggle,
sacrifice and efforts. Mahfuz’s words reflect the coexistence in his life of two
spheres: the polemological and the utopian (de Certeau 1984). While the
former refers to the polemics and conflicts that arise as a result of his associ-
ation with Shammo, the latter points to a part of his life where aspirations
and illusions are nurtured, an almost impregnable area where ‘the fatality
of the established order can be subverted’ (de Certeau 1984: 16–17).

The introduction of the notion of utopia should not be interpreted as
some fuga mundi fantasy. Aspirations matter, and can be the basis of social
action through which people construct their anticipated futures (Appadu-
rai 2004). In other words, they are constitutive of agency. Crucially for the
discussion here, aspirations can also be shared. In thinking about how
Shammo and its members work towards their anticipated future, I am
helped by the distinction between tactics and strategies, offered by de
Certeau (1984). The main difference between a strategy and a tactic is
that the former requires a figurative ‘fixed position’ or node that is identi-
fiable, discrete and demarcated. This serves as an autonomous base from
which to plan relations with other external agents, events and circum-
stances. In this instance, people have more control over what they do. A
tactic, instead, lacks a fixed position and as a consequence, can only
operate on borrowed or imposed terrains. This allows for limited or
opportunistic (as opposed to planned) interactions.12 Here people exer-
cise much less control over what they do.

A good illustration of how Shammo has allowed its members to
move from tactical to strategic mobilisation can be seen in its recent engage-
ment with the formal electoral process. Being an MBO with a significant
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membership base, Shammo has always attracted electoral candidates seeking
votes and support. In the early days of the organisation, members were
forced to react (i.e. negotiate ‘tactically’) to demands made by competing
candidates. Inevitably, members tried to negotiate with candidates so that
once elected they would support the efforts of Shammo to ensure the alloca-
tion of khas land to the poor. Normally, however, the promises and commit-
ments made by candidates were ignored almost as soon as the elections were
over, thus confirming de Certeau’s (1984) observation that gains secured
through tactical practices tend to be fleeting and are difficult to consolidate.
However, as the organisation grew and became more established, its engage-
ment with the electoral process also changed. For example, during the
parliamentary elections of 1996, the members of Shammo mobilised in a
collective and purposeful way (Devine 2006). This had a very direct impact
on the final electoral outcome as the incumbent Member of Parliament (an
old adversary of Shammo) was elected out of office and replaced by a candi-
date that the members had together chosen to support.

The main difference between the 1996 elections and the earlier elec-
tions is that the organisation had secured the authority or ‘fixed position’
that allowed strategic as opposed to tactical planning. The sense of purpose
was again evident in the 1997 local elections where for the first time, a
significant number of members stood for election. Of the 52 candidates
from Shammo, 43 were successfully elected. The importance of this result
has to be read in two ways. First, in Bangladesh it is not uncommon for
candidates promoted by MBOPs or other pro-poor organisations to present
themselves at elections. However, the number of successfully returned
candidates tends to be very low (Hassan 1999). By contrast, Shammo
achieved a high rate of successfully returned candidates – a result of stra-
tegic mobilisation. The second significant feature of the elections is that it
demonstrates how Shammo’s members were capable of consolidating pre-
vious gains to purposively forge new opportunities – a characteristic of stra-
tegic practice. The fact that some members now hold political office is
therefore part of a wider strategy to further influence areas where new enti-
tlement claims might be pursued. In short, strategic action enables
members to create the conditions that will allow them to allocate even
more segments of their life chances to themselves (Bayat 1993), and there-
fore to make their anticipated future more of a reality today.

Agency, hierarchy and dependency

Members have to listen to leaders. If they do not, they will be ignored
or even thrown out of the organisation as I was. Other members . . .
could have defended me but they were frightened. In fact, some
worked hard to get rid of me in the hope that they would be benefit
in some way. Members are always trying to please the leaders.

(Anjan)
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The chapter so far has argued that Shammo has supported a process of
change that allows its members to act upon and make better sense of their
present and future realities. More specifically, the organisation shapes
numerous possibilities for members to deal more ‘strategically’ with their
everyday lives. To the extent that the process changes the fundamental
relation that links people and society, it can be seen as constitutive of a
new form of agency for Shammo’s members. Agency, however, can take
many forms and it is therefore important to take the analysis forward by
asking about the type and quality of agency that MBOPs like Shammo
facilitate.

Anjan’s statement alerts us to an important dimension of the organisa-
tional politics of Shammo. As the organisation has grown, the social and
economic distance between leaders and members has also increased. This
is not an observation that should surprise us, as it is one of the key reasons
that led Robert Michels to famously argue ‘who says organisation says oli-
garchy’. However, our analysis of pro-poor organisations often struggles to
deal with this dynamic because of the prevalence of strong normative
assumptions about the collectivist tendencies and democratic inclinations
of these organisational forms. As a result, our understanding of MBOPs is
impoverished because, as Anjan hints, the relationships nurtured within
an organisation condition quite significantly the forms of agency that are
then possible to its members. The experience of Shammo offers two
important observations in this regard.

First, although Shammo presents itself as an organisation committed to
protecting the rights of the poor, in practice, this is underpinned by a
logic of preferential behaviour in which the entitlement rights of certain
people are privileged over others. This leads to a rather nebulous institu-
tional area where favours and rights intertwine. A good example is that of
Roton. On many counts he had very strong entitlement claims (indeed
stronger than some who were allocated land) on available khas land. Yet,
as discussed earlier, he did not receive land simply because he was not a
member of Shammo. From this we can conclude that ‘being poor’ was a
necessary but insufficient basis for pursuing entitlement claims on khas
land with Shammo. As I have argued elsewhere, the key criteria used to
determine the final outcome of khas land distribution were membership
and allegiance to the organisation (Devine 2002).

Naturally, there are arguments that justify the decision to allocate khas
land only to members. First, this ensured that the land went at least to
genuine landless households and this represents a significant pro-poor
outcome, and a radical improvement on the status quo ante. Second, by
distributing the land among members it was easier to monitor its sub-
sequent use and collectively protect it from attacks by elite-led groups. If
Roton had received land what was to stop his patron taking control of it
again? While all these arguments may be plausible, the point, however,
remains that the rights of some were advantaged over others and this has
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had a direct and immediate impact on people’s well-being. Paradoxically
therefore, one of the unintended consequences of Shammo’s work with
landless households is that the livelihood prospects of poor non-members
seem to be spiralling into greater insecurity and uncertainty.

The second point to note is that relationships constructed within the
organisation are based not on equality but on inequality and hierarchy.
This is illustrated well in the case of Anjan, who had emerged as a strong
leader of the landless, and was elected chairman of the organisation – a
move fully supported by Shammo’s leaders. The decision to expel Anjan
was taken after he had publicly challenged the leadership on its strategy in
relation to the 1996 parliamentary elections. Anjan refused to follow the
collective decision of the organisation and ended up ‘exercising his right’
to campaign publicly for a different candidate than the one chosen by his
fellow members. His eventual expulsion was a direct consequence of this
public show of disloyalty to the organisation.13 Anjan’s argument is that
other members were too frightened to act in their own interests because
this meant opposing decisions taken by the organisation’s leaders.
Members depend on the organisation and are aware that there is a price
to be paid for being disloyal. For this reason, some even used the occasion
of his expulsion to deliberately make a public show of their allegiance and
loyalty to the leaders – a show that hopefully would help gain or protect
benefits.

There is then an evolving tension in the relationship between members
and leaders. Members are aware of the unequal nature of the relationship,
and even strategise around it. Elsewhere, and following Bailey (1970), I
have used the idea of ‘moral proximity to leaders’ to help distinguish
between ‘core members’, ‘followers and new recruits’ and ‘excluded’ in
the organisation (Devine 1999).14 These categories imply different types of
relationships to the leaders and reflect different degrees of loyalty or
attachment. In this way, a social hierarchy of relationships is constructed
within the organisation. Importantly, there is correspondence between
one’s position in the hierarchy and the strength of claims on resources
and benefits. Members again are fully aware of this and therefore endeav-
our to be part of the inner or core group, or at least to have good links
with core members. However, if loyalty brings privilege it also brings
expectation and obligation. Thus outright confrontation and dissension
by core members like Anjan is rare. It is also tolerated less.

The creation and perpetuation of a social hierarchy through which
exchanges take place and competing claims, entitlements and obligations
are resolved, is of course a key characteristic of the same culture of patron-
age Shammo originally set out to break down. Notwithstanding its status as
a MBOP then, relationships within the organisation are constructed in
such a way that nurtures clientelistic behaviour. These observations repre-
sent, in effect, an antithesis to the first section of this chapter that
described how Shammo facilitates a new form of agency for its members.
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Bringing these two sections together produces an intriguing question: is it
possible to exercise greater agency from a position that also encourages
the persistence of clientelistic behaviour? The question rests on paradox
because commentators and analysts have tended to see agency and clien-
telism as mutually exclusive opposites, the latter an aberration of and an
obstacle to the former. In the final part of the chapter I briefly address
this question.

Discussion

Shammo is a problematic site of agency. The persistence of characteristics
associated with clientelistic practices runs counter to many of the core
tenets of the dominant civil society perspective, which makes us think
about a range of pro-poor organisations. Clientelism is perceived as a
negative form of social action because it atomises people and encourages
mechanistic and coercive exchanges between powerful patrons and
weaker clients. The task of organisations like MBOPs is precisely to free
poor people from these kinds of ties and to facilitate collective action. In
short, pro-poor organisations are supposed to de-clientelise and not re-
clientelise individuals.

This chapter rests on the premise that the relational milieu constitutes
the primary cultural terrain upon which people construct their livelihood
and well-being. In the case of Bangladesh, the relational context is replete
with different types of networks and support mechanisms that contain pat-
terns of obligation, dependency, expectation and responsibility. For poor
people, moving in and between these various networks and relationships
is a necessary and routine part of their lives (Auyero 2000). In trying to
pursue a more grounded perspective of MBOPs, the chapter attempts to
locate their significance against the background of this relational milieu.
Methodologically, this approach challenges the tendency to essentialise
pro-poor organisations, treating them as if they could or should be iso-
lated from their respective cultural contexts. Substantially, this more
embedded analysis leads to the possibility that apparent contradictions
(agency and clientelism) may co-exist and indeed be co-constitutive of
social action.

A key argument of the chapter is that Shammo has facilitated the cre-
ation of a new form of agency through which members secure greater
control over increasing parts of their lives. The real challenge, however, is
to reconcile this with the finding that through its actions, Shammo might
also reproduce patterns of dependency and clientelism. Elsewhere
(Devine 2006) I have built on insights especially from social psychology to
explore the strength of a synthesis that is captured in the notion of
‘autonomous dependency’. Here, I very briefly sketch out the conceptual
foundations of that synthesis.

In their research into well-being, Ryan and Deci (2001) argue that
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individuals need to fulfil three basic needs in order to achieve a good
quality of life: autonomy, competence and relatedness. Of the three basic
needs the notion of autonomy is acknowledged as the most problematic
because of its association with ideas of independence and individualism.
This clearly connects with concerns raised here about the reproduction of
clientelistic and dependency-inducing behaviour. Building on this initial
work, Chirkov et al. (2003) reiterate the argument that autonomy is
central for well-being but then introduce important definitional distinc-
tions that help take the discussion forward. Autonomy, they argue, is
understood as the ability of people to act in accordance with their inter-
ests, values and desires. The opposite of autonomy is not dependence but
heteronomy, that is, coerced action regardless of values and interests. One
of the implications of this distinction is that it is conceivable for indi-
viduals to strengthen the ability to act autonomously even in contexts
when they are enmeshed in relationships of dependency. Indeed, the
authors stretch the possibilities further by arguing that in certain circum-
stances, individuals may need to lock into further dependency, in order to
be better able to act autonomously. Thus, ‘[o]ne can be autonomously
dependent on another, willingly rely on his or her care, particularly if the
other is perceived as supportive and responsive’ (Chirkov et al. 2003: 98,
emphasis added).

This statement drives at the heart of our analysis of Shammo. The
chapter provides evidence that Shammo has been an integral part of a
process through which members have moved from heteronomous life cir-
cumstances to more autonomous ones. In other words, they are now more
able to act in accordance with their own interests, values and desires.
However, it is important not to over-idealise the relationship between
members and the organisation, for it is founded on complex sets of rules,
expectations and obligations. Members are therefore aware that the rela-
tionships engendered through Shammo are constrained and unequal,
and also that they induce dependency behaviour. Despite this, they con-
tinue to preferentially apply the ‘idiom of belonging’ (White 2002) to the
organisation because, as I have shown in the chapter, it is perceived to act
in a supportive and responsive way to their everyday concerns and ambi-
tions. This, rather than dependency, is the main criteria members use to
evaluate the organisation. The fact that poor people in Bangladesh are
trapped in dependent relations is repeatedly made, and more often than
not, this is portrayed as a negative condition. The experience of Shammo
and its members however suggests that this is only part of a more complex
story. When dependency is experienced as supportive, it can also be a
source of hope and power that helps establish the types of conditions
through which poor people can improve their quality of life and well-
being.
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Notes
1 Recent interest in Faith- or Religious-Based Organisations is also linked to the

widening of the ‘civil society approach’. 
2 See Scheper-Hughes (1992: 99) for a similar observation. 
3 Shammo is a pseudonym. 
4 Registering with the NGO Affairs Bureau is required of all organisations in

Bangladesh seeking foreign funds. 
5 Khas refers to ‘unoccupied land’ which the government legally owns but which

has not been acquired for specific purposes. There are various sources of khas
land including accredited lands and land vested in the government as ceiling
surplus.

6 Normally households are given approximately one acre of land. 
7 In 1987 the government initiated a Lands Reform Action Programme and

invited NGOs to manage the programme together with the Ministry of Land
(Devine 2002). This was perhaps the first occasion when civil society organisa-
tions were allowed to operate at such a high level of the polity. 

8 Agency is defined broadly here to refer to that which is constitutive of the fun-
damental relation that links people and society.

9 Shammo was very involved in the Lands Reform Action Programme (see note 7). 
10 See Devine (2002) for a fuller discussion on the relationship between Shammo

and the external policy environment. 
11 Although not explored here, it is important to note that non-members also

enjoy many of the tangible benefits derived from efforts of Shammo’s members.
The case of minimum wages for agricultural labourers is a good case in point. 

12 Put succinctly, ‘Strategies scheme; tacticians trick’ (Scott 1990: 163). 
13 See Devine (2006) for more details.
14 Similarly Auyero (2000) speaks of clients organised in inner and outer circles

around key political patrons. 
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17 Voice lessons
Local government organizations,
social organizations, and the quality
of local governance1

Vivi Alatas, Lant Pritchett and Anna Wetterberg

Introduction

Questions about improving the quality of government are more than just
academic in Indonesia today; they are pressing, practical questions.
Indonesia has long been considered a classic example of a “developmental
authoritarian” state – one that fostered economic success and delivered
concrete material benefits as a claim to political legitimacy while simultan-
eously creating institutions through which popular participation in poli-
tics was structured, channeled, and, thereby, marginalized (see, among
many others, Rao 2004). With a radical decentralization of responsibilities
to regional (district) governments underway as of January 2000, continu-
ing economic turmoil, and frequent shifts in national leadership (having
only recently completed its first transition to a directly elected president),
Indonesia is still in the midst of economic, social, and political change.
From the national to the local level, the structures and behaviors taken for
granted during the Soeharto/New Order era are being challenged and, in
many cases, overturned. This chapter is a snapshot at a point in time of
this dynamic and focuses on the role of villagers’ social activities in creat-
ing more participatory and accountable local governments, and aims to
contribute an empirically grounded analysis to inform discussions of the
reforms of local governance.

Putnam (1992)2 argued that, even in a “modern” and “developed”
country like Italy, the nature and type of social relationships were the most
important determinant of the efficacy of the newly created regional gov-
ernments. This bold reinsertion of personal and particularistic social rela-
tionships into discussions of the performance of public sector
bureaucracies resonated powerfully with those battling the dominant
approach to economic development. This approach, which relied primarily
on a national civil service bureaucracy to deliver technically determined
services that meet predetermined “needs” of the population (Pritchett and
Woolcock 2002), has been labeled “bureaucratic high modernism” – the
view of development as bringing activities under the control and order
of the state (Scott 1998) – or “institutional monocropping” – the idea



that institutional effectiveness is independent of local conditions (Evans
2003).3 This backlash against “state centric” approaches has led to an
enthusiasm in development circles for new approaches (using terms like
“social capital” (Woolcock 1998; Narayan and Woolcock 2000); “benefi-
ciary participation”; “empowerment”; “social funds”; “community develop-
ment”; and “deliberative development”) that aim to engage end-users in
decision making.

But an overly simplistic generalization that more “social capital/
participation/empowerment leads to better local governance” leaves at
least three key questions unanswered. First, which types of social activities
are beneficial? Second, for whom does governance improve? Third, can
knowledge of social conditions actually facilitate deliberate action or
design that would bring about improvements in government performance?

We examine the empirical link between households’ social activities4

and responses about four elements of the workings of village government:
(i) information about government activities (two questions), (ii) participa-
tion in decision making (two questions), (iii) voice and expression of dis-
content (three questions), and (iv) government responsiveness to local
problems (three questions). We make two key distinctions. First, we distin-
guish the private impact of social activities – whether households who are
more socially active report higher-quality village government – from the
community impact of social activities – whether households who live in
communities where other households are more socially active report higher-
quality village government. Second, we distinguish the impact of social
activities (e.g. participation in public meetings) that are directly related to
village government structures from that of other social activities (that are not
explicitly related to village government). The “endogenous” social activ-
ities are further divided into three types: (i) socializing with friends or
neighbors, (ii) participating in group activities within a network (usually
organized around a specific event, such as harvest or prayer), and (iii)
participating in social activities related to organizations (such as farmers’
groups, formal religious groups, and credit unions that are distinguished
by having a permanent leadership). Both of these distinctions prove
empirically important – as the estimated associations of private and
community and of social organizations and village government organi-
zations with the proxies we use for governance are frequently not even of
the same sign.

Generally the private impact5 of participation in village government
activities is positive – households that report more frequent participation
in village government organizations also report increased access to
information about government activities, greater participation in decision
making, and higher assessed quality of government responsiveness.
However, the community impact of such activities appears to be largely
negative – households living in villages where other households report
greater participation in the village organizations report, on average,
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reduced information, reduced participation, less voice and lower rate of
government responsiveness. Surprisingly, the net impact of increased par-
ticipation in village government organizations appears to be negative – so,
for instance, even though the household that joins the village government
organizations is more likely to be informed about the local budget, the
“crowd out” effects on other households are sufficiently large that fewer
people in the village know about the budget.

On the other hand, broadly speaking, participation in social organi-
zations has both positive private and community impacts on governance. To
illustrate, we show that for one of the “voice” indicators (whether a house-
hold was involved in a protest action about some village issue), households
with higher engagement in social organizations were more likely to be
involved in a protest. Even more interesting is that households who lived
in villages in which other households reported higher engagement in social
organizations also were more likely to be engaged in protest. The net
effect of higher engagement in social activities is generally positive.

We are self-consciously avoiding, for now, the obvious, but loaded and
imprecise, term “social capital” and are first just reporting on the empir-
ical outcome of a survey. Households were asked certain specific questions
(often with limited possible answers); their answers were recorded; and it
is a factual question whether households who reported more engagement
in endogenous organizational activities were also more likely to report
that they knew about the village budget.6 What one makes of those empir-
ical facts and how they potentially relate to concepts and theories about
the world is another question entirely. Hence the sequence of the chapter
is as follows: Indonesian context, data, estimation, findings, and then
theory, literature review, and implications all together at the end.

Indonesian context

Before describing the findings, it is necessary to explain certain aspects of
the structure of Indonesian government. We only cover the barest basics
that are crucial to understanding local governance in Indonesia and to
interpreting the findings presented in this chapter. This section draws
heavily on the qualitative and ethnographic studies done in connection
with the Local Level Institutions (LLI) study. In particular, Evers (1999) is
a rich and informative study on local governance in rural Indonesia in the
immediate precrisis period.7

First, we need to replace the potentially misleading word “village” with
the Indonesian term desa. A desa is fundamentally a political and administra-
tive designation, rather than a geographic or social one. Although the
term desa is often translated as “village,” it needs to be understood as a
structure imposed on local communities by the central government.
A 1979 law designated the existing boundaries of the desas to create a
complete, homogenous structure for local governance. The resulting
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geographical units of the desa, therefore, do not necessarily correspond to
the definition of a “village” as a cluster of living units or to individuals’
own perceptions of their basic social reality. Rather, especially in less
densely populated areas, a desa may contain several widely dispersed clus-
ters of household residences and primary social affiliations may be to
these clusters rather than the desa.8

Second, the structures of desa government created in the 1979 law did
not consolidate existing practice but rather supplanted the existing struc-
tures of local leadership. Indonesia, a large and diverse country, has a
wide range of ethnic and social groups and a corresponding variety of
indigenous forms of governance organizations. Traditional (adat) leaders
or structures were not formally recognized in the new laws. The new law
on local administration created hierarchical structures ranging from the
desa head (kepala desa) and local executive council (LKMD) to a desig-
nated official for each group (RT) and subgroup (RW) of households.

Third, in the rhetoric of the 1979 law, the new desa organizations were
a means of channeling a “bottom up” expression of the popular will, and
the law created mechanisms whereby villagers could participate in the
planning process and express their development needs. The general per-
ception among villagers and those who worked in rural areas was that
reality did not match the rhetoric: the desa organizations operated “top
down.” The desa apparatus were widely perceived as a means of co-opting
and controlling all social forces at both the national and local levels and
of delivering the programs and development priorities determined at the
center.

During Soeharto’s New Order era, the leadership of the provincial and
district (kabupaten) governments was appointed by the Ministry of Home
Affairs and was dominated by retired (and active duty) military officers.
Even though there were local elections, the desa leaders had to be
approved by and reported to this structure.9 As the first LLI study showed,
at the local level, often a very narrow group controls the desa government
apparatus in a way that does not always reflect a broad community consen-
sus (Evers 1999).

The resignation of Soeharto in May 1998 put in motion three linked
but distinct changes. First, there were (generally) free and fair general
elections for the national and regional legislatures. This altered the polit-
ical landscape from top to bottom, shifting power away from Soeharto’s
Golkar Party toward now-President Megawati Soekarnoputri’s PDI-P and a
host of newly established political groupings that were allowed to organize
in rural areas. Second, the legislature passed a set of laws that initiated
substantial decentralization of government services from the center to dis-
tricts (mostly by-passing provinces).10 Third, as the center weakened, there
was an expansion in local activity that addressed past and present griev-
ances through both violent [e.g. riots, land seizures, stoning local govern-
ment offices (and officers)] and more “democratic” means (a free press).
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LLI study household data

We are going to estimate the relationship between social activities and the
perceptions of desa government performance using multivariate regres-
sions. To do that we need to specify (i) the construction of each of the
four social variables, (ii) the empirical variables used to measure “gover-
nance,” (iii) the way we propose to distinguish between private and
community impacts of social activities, (iv) the nonsocial variables
included in the regressions, and (v) the functional form.

The LLI study is a large, complex research endeavor carried out in 48
desas in three provinces (six districts), first in 1996 (LLI1) and again in
2000/2001 (LLI2). The study combined both qualitative and quantitative
work on issues related to local governance, including documenting the
array of social activities of households. The first round of the LLI study
documented that, while little recognized by officialdom, local activities
and spontaneous local organizations have flourished at the local level
alongside the externally imposed desa structures (Chandrakirana 1999;
Grootaert 1999). In addition, analysis of the household data from the first
round found significant positive coefficient of a social capital index
(formed as a function of number of household group activities and their
characteristics) in a multivariate regression on per capita consumption
(Grootaert 2000). This analysis also provided some evidence of contribu-
tions of social capital to reported collective action and evidence of differ-
ential effects of different types of groups (Grootaert 1999, 2000).

In the second round of the LLI study, a multimodule household ques-
tionnaire collected information from 1200 households (30 households in
each of 40 desas).11 The questionnaire included standard modules on (i)
demographic information, (ii) the SUSENAS “short-form” consumption
expenditures, (iii) household assets, (iv) household shocks and coping
strategies. In addition, the survey collected information on two more
unique aspects: household social activities and household participation in,
and perceptions of, desa government.

Measures of social engagement

The survey elicited information on all household social activities –
from pure sociability to membership in formal organizations. To capture
“sociability,” households were asked about the frequency with which they
visited and were visited by other households. In addition, each household
made a complete list of all its group activities in the past month and their
purpose. For each group activity, the household was asked whether this
activity was carried out by an organization with a fixed leadership. Group
activities that did not involve an organization we call network activities,
while all others were organizational. In addition, the respondent was asked
about all groups that any member of the household belonged to, whether
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the member was “active” and the frequency of participation in those
groups in the last three months and the purpose of the group (e.g. reli-
gions, production, social service) (Table 17.1).

Finally, the household was prompted about whether any member in the
household participated in the activities of the desa government organi-
zations. For present purposes, the key distinction is between activities in
those organizations that were created as an integral component of desa
government and all other social organizations.12 Participation in (i) the desa
legislative council (LMD), (ii) the executive council (LKMD), (iii) official
neighborhood organizations (RT or RW), (iv) official women’s organi-
zation (PKK or Dasawisma), or (v) official youth organization (Karang
Taruna) was counted as engagement in a “desa government organization.”
Participation in all other organizations was classified as “endogenous”
social organizations, even though some of these groups did have affili-
ation with the government (e.g. government-sponsored cooperatives).
The distinction is not, therefore, between “government” and “non-
government” organizations but between organizations that are part of the
structure of local government and organizations with other purposes.

We differentiate the impact of the four types of social activities: sociabil-
ity, network, and desa government organizations, and other social organi-
zations (see Tables 17.1 and 17.2). However, within each, we simply add
either activity or memberships – that is, there is no weighting within the
categories to allow for different organizations to have a stronger or weaker
impact in creating “social capital” or to have a stronger or weaker associ-
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Table 17. 1 Classification scheme of the four types of social activities

Elements of the Designations of the different social Examples
questionnaire activities

Visits to and from Sociability Visits with friends, 
friends, neighbors, neighbors
relatives

Inventory of all 
group social activities Network (activities in groups
involving members without fixed leadership)
of the household Organizational Desa Community work 

(activities in groups Government (gotong royong)
with fixed leadership) e.g. desa Legislative

council (LKMD),
desa women’s group
(PKK)

Social Religious 
Organizations organizations, youth 

groups, credit
union, and so on



ation with governance.13 The problem of how to properly aggregate the
observed range of social activities pervades all work on “social capital” and
is almost certainly intractable in principle (Hammer and Pritchett 2006).

Ten empirical proxies for four dimensions of local governance

The LLI2 instrument also elicited household responses about desa govern-
ment.14 We used ten specific questions about four dimensions of gover-
nance: information, participation, voice, and perceived responsiveness to local
problems.

Information

Households were asked whether they knew about three types of informa-
tion associated with desa government: (i) the development programs oper-
ating in the desa, (ii) the use of desa funds, and (iii) funds available for
development projects. If the household knew about “all three,” we count
them as informed. On average, information was widespread, with between
45 and 50 percent of households having heard about any one of desa
budgets, use of funds, or development projects and 35 percent having
heard of all three (Table 17.3). In addition, all households were asked
whether information about these desa government activities was “more
open” than four years ago. Perhaps surprisingly given the political
changes, only 20 percent thought information about all three was “more
open” than four years ago.

Participation

Participation in desa decision making was assessed by asking households if
they participated in planning desa programs or if they participated in
determining sanctions for abuses by desa leaders. In both instances, there
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Table 17.2 Average engagement by any household member in four classes of social
activities

District (kabupaten), Sociability Network Social Desa
province (number visits) activities organizations government  

(activities in (number organizations 
the last month) of active (participation

memberships) in the activities)

Sarko (Jambi) 9.70 4.33 0.387 1.80
Batanghari (Jambi) 10.00 4.35 0.804 1.65
Banyumas (C. Java) 8.81 8.16 0.859 2.17
Wonogiri (C. Java) 7.85 6.51 0.920 2.72
Ngada (NTT) 8.85 4.68 2.060 2.87

Source: Based on LLI2 data.
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were three possible responses: no participation, participation by giving
opinion before decision was made, and participation in making the
decision. About 63 percent reported no participation in desa planning,
with 20 percent providing an opinion and 17 percent reporting that they
participated in the decision making. The process of determining sanctions
was more closed, with 80 percent reporting no participation and only 7.4
percent reporting having participated in the decision (Table 17.4).

Voice

To investigate the expression of “voice” in response to problems with desa
government, households were asked whether dissatisfaction was expressed
with the desa leadership in the previous year. In 381 cases, households
reported that there was expression of discontent with the desa leadership.
Households that reported an expression of discontent were probed about
the outcome: most households reported that there was “not yet” a solu-
tion; a third reported a complete or partial solution; and in 4 percent of
the cases there was a solution, but then the problem had reemerged
(Table 17.5).

If there was no open expression of disapproval, respondents were
queried about why not. For the 818 households that said there was no dis-
satisfaction expressed with desa leadership, two very different reasons
emerged for the lack of expression of discontent. Roughly three-quarters
said that the reason for no expression of discontent was that there was “no
problem” (see Table 17.6). In the remaining cases, respondents thought
there was a problem but reported a variety of reasons why, in spite of the
problem, there was no expression of dissatisfaction: that people were
afraid to express their dissatisfaction, that expression of dissatisfaction
would not result in a change, or that it was difficult to organize.

From these responses we created three indicators of “voice.” One,
which we call “protest,” is whether anyone in the household was involved
in “openly expressing dissatisfaction.”15 The second variable is a dichot-
omous indicator of lack of effective voice: whether a household reports no
expression of discontent in spite of a problem with the desa leadership.

The third “voice” variable combines the information about problems,
expression of discontent, and outcomes to approximate effectiveness. For
only those households that report a problem we define a variable with three
categories: no expression (category A), expression but no solution (cat-
egory B), and expression with solution (category C). As these are categories,
rather than cardinal numbers, we use ordered probit for this third variable.

Government responsiveness

Households were also asked about a variety of problems facing their desa
(households were prompted about two “economic” problems, four “social”
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problems, and four “environmental” problems). If the respondent thought
there was a problem, they were asked who, if anyone, had attempted to
address those problems, and one of the options was the desa government.
The frequency with which the government is seen responding to existing
problems is a crude indicator of its responsiveness to citizen concerns (see
Table 17.7). Using these data in combination with information on house-
hold and community participation in different types of organizations, we
can analyze variations in desa government involvement in addressing
community problems.
The dependent variables in the regressions will be these ten governance
indicators that are measures or proxies for the four concepts: information
(two indicators), participation (two indicators), voice (three indicators),
and government responsiveness (three indicators).

Distinguishing private, community, and net impact

In order to distinguish between the private consequences of engagement
in activities (i.e. those benefits that accrue to the household) and the
community consequences of such involvement (i.e. the impacts on other
households), we use the fact that the sampling is by desa. We can therefore
calculate for each household its own activity and the social activity of all
other households in the desa.

Consider as an example membership in social organizations, for the ith
household in the jth desa. We can calculate the number of memberships
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Table 17.5 Reported outcomes for households who report there was an expression
of dissatisfaction in their desa

Frequency Percent

No solution 222 58.3
Completely successful 84 22.1
Some success 43 11.3
Temporarily successful 16 4.2
Not recorded 16 4.2

Table 17.6 Reasons given by those who report no expression of dissatisfaction with
the desa leadership

Frequency Percent

No problem 595 72.9
Was a problem, but afraid to express discontent 120 14.7
Was a problem, but protest would be ineffective 62 7.6
Was a problem, but difficult to organize 17 2.1
Do not know 20 2.4
Other 5 0.5
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of the household: Oi, social organization memberships of the ith house-
hold.

The average level of social organization membership in the jth desa
excluding that of the ith household is:

O�i, j ��
N

j

k�1,k�i
Ok /(N j�1)

Suppose there were a linear, causal relationship between whether house-
hold reports it being informed about the desa budget and the household’s
organizational activities and the organizational activities of all* other
households in the desa (and other variables in the matrix Z):16

Informedi, j[� 1 if yes] � � � �p *Oi � �s *O�i,j � 	Zi, j

The private impact of the i th household joining one additional social
organization on the likelihood that household is informed is �p.

The impact of ith household joining one additional social organization
on all other households in the desa is to raise the “desa less household”
average by 1/NJ for each household. The community impact of the ith house-
hold’s increased organizational activity is then �s/NJ on each other house-
hold in the desa. This could either be zero, if there is no social interaction at
all; positive, if the ith household shares information with others; or negative,
if the ith household gaining information tends to exclude other households
and hence reduces the likelihood that they are informed.

The total number of people in the desa informed about the budget is
just the sum of the individuals:

Informed in desaj ��
i

Informedi,j

If we are interested in the net impact on the total number of households
in the village who are informed, this is the private impact plus the sum of
individual impacts:

� ��
k�i

The sum of NJ�1across those impacts of magnitude �s/NJ is just �s *� �.

� �p � �s *� �
The net impact on the number of people in the desa informed about the
budget associated with the ith household’s increased organizational mem-
bership is just the sum of the private and community impacts.17

NJ �1



NJ

d(Informed in desaj)





dOi

NJ �1



NJ

dInformedk, j




dOi

dInformedi, j




dOi

d(Informed in desaj)





dOi
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The reasons for distinguishing the private, community, and net impacts
of social activities will be discussed further in the section on implications,
but for now let us just illustrate some of the possible outcomes.

Table 17.8 assumes a positive relationship between organizational
engagement and perceptions of desa government organizations. We are
assuming that households that are more active in social activities are
better informed and also participate more in formal decision making.
While it would be unusual if participation in the desa government organi-
zations had no association with household perceptions of governance, it is
possible that engagement in non-desa government organizations is unre-
lated to governance. It is also possible that active engagement in social
organizations precludes household participation in desa government
groups, if these two types of organizations have overlapping and compet-
ing functions.

Even assuming there are positive associations between both desa govern-
ment and other social activities and the households’ perceptions of local
governance, there is the question of whether there are any effects of these
social activities on other households. There are four plausible conjectures,
each of which would lead to a different pattern of results.

1 No externalities. A household’s perception of “voice” in the desa could
depend on its characteristics and social activity only and not be
affected by other desa members’ social activity. The community
impacts are empirically small, and the net effect is determined by the
direction of the private effects.

2 Zero sum. Perhaps there is a fixed number of people who participate in
decision making or who are informed about activities or who feel
there is “voice” and hence improvements for one household within a
desa come at the expense of another. Or, it could be that as the
participation of other households rises, other households’ participa-
tion falls as the “free ride” on the activities of others. Then, if the
private effect is positive, the community effect would be negative of
the same magnitude and the net effect zero.

3 Positive externalities (“crowd in”). It could be that increased information
acquired by one household is more likely to be transmitted to another
household when the social organizational activity in the desa is high.
Or perhaps it is easier to organize villagers to act jointly to express dis-
content with desa government performance when there are more
social connections among them. In this case, the community effect
would be positive and the net effect would be larger than either the
private or the community effect along.

4 Exclusion (more than one for one “crowd out”). It is also possible that
members actively exclude nonmembers and as the number of people
involved in an organization gets larger, their ability to exclude others
becomes stronger. In this case, nonmembers would feel that they have
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less information, voice, or participation in decision making as more
other people become members.18 It is possible that the strength of the
exclusion effect is stronger than the positive private effect so that the
net effect is negative.

Control variables

To estimate the partial associations we control for other variables that may
influence household reports of desa level governance. For instance, more
educated households may both be more likely to be involved in organi-
zational activity and may be better informed about government budgets.
The household demographic and economic characteristics included in
each multivariate regression are (i) household consumption expenditures
(as a proxy for household income), (ii) education of the head of the
household, (iii) age of the household head, (iv) whether the head of the
household is a government worker, (v) whether the household head
works in agriculture, (vi) whether the household is headed by a female,
and (vii) size of the household.

We also include a categorical variable for each of the five districts.
These are frequently important as there are substantial differences across
the regions. Ngada in NTT Province, which is a predominantly Christian
province (primarily Catholic), has a markedly different pattern of organi-
zational activity. (In Table 17.2, Ngada has more than twice the level of
“social organization” activity of any other region.) Controlling for this dif-
ference in levels implies that the effects are estimated only using the dif-
ferences across households and desa within a district.

Functional form

All of the governance indicators except one are binary variables (yes/no),
and a probit estimator is used. The marginal effects – the increase in a
household’s probability of answering “yes” (e.g. “are informed,” “did
participate”) associated with a unit increase in the independent variable –
are reported, along with the p-levels of the test for the index function coef-
ficient being zero. Our indicator of “effective voice” is a categorical variable
with three levels, and hence ordered probit is used. In that case the mar-
ginal effect of moving from the second to the highest category is reported,
along with the p-levels of the hypothesis tests of zero for the index function
coefficients. (If the preceding two sentences were not obvious, Annex 1 is a
brief discussion of probit and ordered probit estimates and results.19)

Findings

The raw findings of the regressions are reported in Annex 2. We discuss
the findings in three sections, each of which examines the relationships of
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the governance proxies across the range of independent variables: first,
the “control” variables, sociability and social networks; second, the results for
participation in the desa government organizations; and finally, the results
for social organizations.

Household characteristics, sociability, and social networks

Household characteristics

The household characteristics included in the regressions generally
emerged with the “expected” signs. Households with higher schooling
(significant and positive in five of ten regressions), households with a
government worker (positive and significant in five of ten regressions),
and household with higher expenditures per person (positive and signific-
ant only two of ten) reported higher levels of the governance proxies.
Agricultural households had mixed results (e.g. more likely to report
government responded to environmental problems but less likely to
report the government responded to social problems).

Consistent with qualitative evidence about the tendency of existing
mechanisms to excluded women (DFID 2000), female-headed households
reported statistically significantly less participation (on both proxies), less
voice (on two of three proxies), and less responsiveness of government to
economic problems. Older households seem to fare somewhat better than
female-headed ones. The older the head of the household, the less likely
the household is to report engagement in protest; however, the house-
hold is also more likely to report effective voice (perhaps precluding the
need for protest).

Regional controls

There were some patterns across the districts. Households in Ngada were
more likely to report government responsiveness (two of three proxies)
and more voice (two of three proxies). Wonogiri respondents report less
information (one of two proxies), less participation (on both proxies),
and less responsiveness to social problems. For present purposes these
cross district differences are a “control” and we leave the interpretation of
these cross district differences to the qualitative work as part of the larger
LLI investigation.

Sociability

For the number of visits each household made or received, we did not
attempt to distinguish between private and community effects and record
private impacts only. We find that in nine of the ten cases, greater sociabil-
ity was associated with higher levels of the governance proxies – but the
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magnitude and significance of the effects were quite weak (statistically
significant only twice), and the marginal effects were empirically small.

Social networks

The estimated private and community impacts of network activities were
quite small. Interestingly, the only case in which participation in social
networks is statistically significant for both the private and the community
variables is for desa government response to social problems. Households
with greater network activities reported a greater degree of government
response, and those households living in villages with more activity also
reported greater desa government responsiveness (this is of course con-
trolling for their own level of social network activity). In villages with more
vibrant network activities, such as collective harvesting and other gotong
royong activities, the government may rely on these networks to mobilize
villagers in response to problems.

Desa government organizations

Private impacts

The single strongest result to emerge from the regressions is that the
household who report higher levels of activity in the desa government
organizations also report that their household is better informed, more
likely to participate, more likely to report effective voice in the desa
(though the household is less likely to report having engaged in protest),
and, for two of the three indicators, more likely to report the government
is responsive to local problems. This aspect of the empirical results is more
a relief than an inspiration – after all, the objective of the desa organizations
is to provide information and participation in local decisions. It should
come as no great surprise that those that participate report they are more
likely to be informed about desa government activities and participate in
decisions. It is reassuring that the data say what we would have expected to
be true: crudely put, people who go to meetings about budgets are more
likely to know about budgets.

Community impacts

The most striking and original result to emerge from this empirical exer-
cise is that the community impact of desa government organizations appears
to be negative. That is, after statistically controlling for both household
characteristics (e.g. education, gender of the head) and the household’s
social activities (including the household’s own participation in desa
government activities), living in a desa in which other households are more
engaged in the desa government activities is associated with a household
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reporting less information (both level and change), less participation in
decision making, less voice, and less government responsiveness to eco-
nomic and social problems. While only six of the nine coefficients that
support this interpretation are statistically significant at the conventional
levels, we regard this as an overwhelming preponderance of the evidence
(Table 17.9).20

Net impact

With positive private and negative community effects, the net impact of
greater involvement by an additional household could go either way.
What is truly striking about the empirical results is that, for eight of the
ten indicators, the net impact is negative.21 For example, the estimates for
information awareness suggest that households who are members of one
additional desa government organization are 4.1 percent more likely to
report knowing all three types of information (and are also more likely to
report improvements in transparency). But the community impact is
negative, and even larger – where desa (less the household) average mem-
bership is higher, each household is 8.5 percent less likely to be aware of
local government information. This suggests that one household increas-
ing its participation in the desa government organizations (which, at least
in rhetoric, were created to channel information) reduces the number
of households who know about the budget by 4.4 percentage points
(13.5 percent). Even though the joining household is much more likely to
be aware of the budget, its neighbors are each sufficiently less likely to
know about the budget that the total number informed is estimated to go
down as engagement in desa government organizations increases.

Although we do not estimate their precision, the magnitude of the net
effects are substantial: increasing average membership in the organi-
zations by one unit reduces the probability of a household being involved
in a protest by 42 percent, the likelihood of “effective voice” by
39 percent, and the likelihood of reporting responsiveness to economic
problems by 93 percent. What is surprising is that the effect of the desa
government organizations seems to go beyond a “zero sum” result in
which positive private and negative community cancel out. If interpreted
causally, these estimates of the net impact suggest the seemingly paradox-
ical conclusion that an individual joining a desa government organization
reduces the number of people who are informed. Rather than being modes
of disseminating information broadly, the desa government organizations
appear to have disseminated information down the “chain of command”
but not outside of that chain. Access to desa government information and
decision-making mechanisms appear to have been closely guarded, with
nonmembers increasingly excluded from these resources.

Figure 17.1 summarizes the results from Table 17.1 on the private,
social, and total associations (measured as the marginal effects) of desa
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governance organization participation and governance indicators. As can
be seen, the private effects are consistently positive (nine of ten cases), the
community impacts are consistently negative (nine of ten cases), and the
sum of the two is consistently negative or essentially zero (nine of ten
cases).

Social organizations

The evidence for the impact of social organizations is suggestive but,
frankly, damned elusive.

Private impacts

There is evidence of positive impact of social organizations, although it is
weaker than for desa organizations. For seven of the ten indicators, there is
a positive association so that households that participate more in social
organizations are more likely to be informed (both indicators), participate
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Figure 17.1 Probit regression “marginal effects” of desa organizational activity
on governance indicators: private, community, total.



in village decisions (both indicators), be involved in a protest, and report
the government is responsive to economic and social problems (see
Appendix 2). However, only four of the seven estimated effects are
statistically significant at conventional levels (and in many cases are far
from significant). But even though there is no formal connection between
social organizations and desa government affairs, there is evidence
that more engagement generally is associated with more knowledge and
participation in desa decision making.

Community impact

The evidence for a positive private spillover effect of participation in social
organizations is decidedly mixed. For half of the indicators, the sign of the
coefficient indicates a positive impact. While higher social organization
membership of others in the village is associated with more expression of
voice (the sign is negative because the variable is not expressing discon-
tent), it is also associated with less participation in determining sanctions.
The coefficients are generally empirically small; while a one-unit increase
in social organizations is associated with being 30 percent more likely to
be involved in a protest and 32 percent less likely to report “no voice,”
for most of the other variables the impact is much smaller (e.g. less than
10 percent more likely to report “more open”) (Table 17.10).

Net impact

Looking across the ten indicators, the net effect of social organizations
stands in sharp contrast to that of the desa government groups. The sum
of the private and community impacts indicates that increased activity in
social organizations is usually associated with improved governance out-
comes. However, for some of the indicators (such as participation in
determining sanctions), a negative community impact outweighs the posit-
ive private effect. In spite of the mixed results (in terms of both statistical
significance and direction of signs), it is worth noting the generally benefi-
cial effects of higher engagement in social organizations. Although they
were created for different purposes (e.g.,economic, social, religious),
these groups produce better governance outcomes than desa government
organizations, which were explicitly created to channel information and
allow for participation in decision making.

Figure 17.2 summarizes the results. The private effects are generally
positive or very small. The community impacts vary widely both in sign
and in magnitude. The net effect is “substantially” positive (greater than a
10 percent increase in the indicator) in five cases (more open budgets,
more participation in programs, household engagement in protest,
expression of voice, and responsiveness to economic problems) and only
in one (participation in sanctions) is the association substantially negative.
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Regressions on desa aggregates

If we perform the same regressions as desa averages, we roughly reconfirm
the results on page 335 but also demonstrate the potential losses from
focusing exclusively on desa aggregated data, even in examining commun-
ity impacts. Table 17.11 shows OLS regressions of desa averages of the
three reported voice variables on desa averages of the social activity and
control variables.22 In each case, the sign of average social organizational
membership is associated with higher expressions of voice. In contrast,
average participation in the desa government organizations is associated
with less voice. The magnitudes are roughly comparable with the sum of
the two effects reported in Tables 17.9 and 17.10 (see “Total HH” column
in Table 17.11) – desa government organizations are associated with
51 percent less protest in the averages, while the household data suggest a
42 percent decrease. No expression of discontent in spite of problems is
28 percent more likely when estimated with the averages, 39 percent more
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likely from the household data. While the household data suggest only a
modest decline in the probability of being in the most effective voice cat-
egory, the aggregates suggest an 18 percent reduction in “effective voice”
(although aggregating to desa averages requires treating the categories as
cardinal).

There are two large advantages of using the household data over the
desa averages. First, without the household-level data, one cannot see that
the desa aggregate impact is a combination of private and community
effects. For the desa government organizations, a strong positive private
effect is generally offset by a more than compensating negative commun-
ity impact. Second, when using desa averages, none of the estimates are
strongly statistically significant, almost certainly the combination of atten-
uation from the reduced signal in aggregated data with the much smaller
number of observations.

Interpretation and implications: literatures, theory

The desa government organizations imposed by the Indonesian central
government, which were ostensibly designed as channels of “participa-
tion” to improve local governance, are apparently less effective than social
organizations at producing desirable governance outcomes – in fact
greater participation appears to worsen aggregate outcomes. Less rigidly
structured groups (even if sponsored by government) and those that are
locally initiated are better able to facilitate broad participation, informa-
tion sharing, responsiveness, and accountability measures than the
“uniform blueprint” groups introduced in the creation of the official desa
structure.

These findings are consistent with an interpretation, based on the LLI
fieldwork, that the desa government organizations are used as a mechan-
ism of social control. More participation in these groups allows for more
effective control of decision making and does not represent a broadening
of information, voice, and participation beyond those directly involved.
However, the data are not compelling for this interpretation as we have no
way of technically pinning down the direction of causation responsible for
the observed empirical associations.23

These empirical findings raise three important issues that relate both
specifically to Indonesia and more generally to literatures on social
capital, decentralization and local governance, and project design.

In the Indonesian context, there are both issues of project design and
of the reform of governance structures. There is a growing, empirically
founded consensus that projects that provide local services are more
effective when they incorporate the intended beneficiaries in the
project.24 But details matter: how “participation” is structured and through
what intermediary organizations makes a difference. Isham and Kähkönen
(1999) compared project success in water supply between two types of pro-
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jects carried out in the same region of Indonesia: the Village Infrastruc-
ture Project (VIP) gave the desa legislative council (LKMD) final choice of
design, while the Water Supply and Sanitation in Low Income Communit-
ies (WSSLIC) project facilitated participation through water user associ-
ations. Although the WSSLIC user groups may have been predicted as
more participatory, the final say for these projects rested with the village
head, and in some cases, the village choice was overridden by project staff
in the interests of budget and timetable concerns. Even though both pro-
jects were intended to be “participatory,” the VIP projects in which vil-
lagers had greater say operated substantially better, had higher citizen
satisfaction (38 percent were “very satisfied” with VIP versus 24 percent in
WSSLIC), and had a greater impact on health (54 percent reported
improved health in VIP versus 33 percent in WSSLIC).

Qualitative results for the second LLI study indicate that project
designs in the research area have grown increasingly participatory. Before
1998, villagers reported only 12 percent of projects giving them a direct
say in project-planning decisions. After 1998, they were given the
opportunity to participate directly in planning in 22 percent of govern-
ment projects. There has also been a simultaneous shift in satisfaction
with project outcomes (37 percent satisfied or somewhat satisfied with pre-
1998 projects versus 50 percent for post-1998 projects) (Wetterberg 2002).

In Indonesia it is recognized that for decentralization to lead to better
governance, the preexisting desa institutions will have to undergo major
changes. Indonesia has embarked on a radical decentralization of power
and responsibility to its regions (districts). The success of this decentral-
ization will to a large extent depend on the extent to which changes from
top down (creating democratically elected district legislative councils) and
bottom up (creating effective desa structures) can be integrated.

The qualitative data from LLI2 show that while some modifications to
desa structures are underway, the direction of change is not yet clear. The
main innovation introduced by the decentralization at the village level is
an elected council (Badan Perwakilan Desa or BPD) that is intended to
provide a countervailing force to the often-unchecked power of the village
head. Although a small number of villages have seen accountability efforts
pioneered by the BPD, most villagers report that the councils’ perform-
ance has been disappointing and indistinguishable from that of existing
desa government structures.

These issues in Indonesia reflect more general issues in the literatures
on social capital, decentralization, and project design. First, the benefits of
decentralization are contingent on being able to structure responsive
mechanisms at the local level. As Platteau (2004), Bardhan and Mookerjee
(2000) and many others have pointed out, local politics are as much
subject to “capture” by elites as those at the national level.25

Second, these results reinforce the point that it is the nature of social
organizations and associational life, not their sheer number or density,
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that matters. Studies of social capital are often based on the assumption
that more ties (or more ties with given characteristics) are inherently
better. While denser social organizations of the type that creates relation-
ships of trust among citizens might facilitate collective action and greater
efficacy of government,26 many political outcomes are a zero-sum contest.
In these cases, more social organizations can influence the outcome in
favor of (or against) a particular group but cannot make everyone better
off.27 Caste associations in India often organize precisely to protect their
interests within the village and locality. Wade’s (1988) brilliant study of
collective action and irrigation in South India showed how villages with
superior organizational abilities were able to be more effective in bribing
the government officials to allocate them more water than less-well-
organized neighboring villages. The present results, showing that different
kinds of groups have opposite spillover impacts, reinforce the making of
sharp distinctions between types of organizations in their effect on gover-
nance outcomes.

Third, these results also raise the difficulty of using knowledge about
the existing empirical associations between social activities and governance
to engineer improvements in local governance through deliberate institu-
tional innovations or policy action. That is, it might seem that the obvious
implications of our empirical results are two-fold: (i) to make local decen-
tralization effective, reforms need to reduce the powers of (or eliminate)
existing desa organizations and delegate greater powers to, or at least
incorporate more in decision making, the social organizations that have
positive effects and (ii) to make project implementation more ‘participa-
tory’ by creating project-specific mechanisms for local input and control.
However, while these reactions are on the right track, there are two prob-
lems that must be faced. First, well-meaning efforts to create “beneficiary
participation” or “user management” in projects must cope with the fact
that these new local organizations and institutions do not arise on a blank
slate but on top of an already complex pattern of local social organization
and activity. Second, discussions about changes in the decision-making
scope of local organizations need to be embedded in a coherent theory of
the social behavior of individuals as people and organizations will change
as conditions change. That is, attempts to exploit the existing beneficial
nature of social organizations may well create pressures for the organi-
zations to change their character – if organizations that have beneficial
spillover effects are charged with high-stakes decision-making tasks, then
the purposive behavior of individuals with respect to the organizations
should be expected to change.

Spontaneous social action frequently arises to address problems of
collective action – often in face of government failure and “below the
radar” of official notice. For instance, Ostrom (1990) has shown that the
“tragedy of the commons” is not inevitable. In the right social conditions,
collective action can reach stable and sustainable solutions to the problem
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of “common pool” resources, such as fisheries, water allocations, and irri-
gation.28 In Indonesia, the practice of gotong royong – common labor to
address local problems – long antedates the New Order.

But these type of spontaneous, endogenous solutions are the product
of existing physical and economic conditions (e.g. the geographic extent
of the “common” pool, the distribution of benefits among users) and
social forces. As Fox (1996) illustrates for the case of Mexico, specific con-
stellations of externally imposed government groups and other social
organizations have all played roles in shaping current capacities for
collective action and particular governance outcomes. Shifts in function in
one part of current arrangements are likely to cause both intended and
unexpected consequences throughout the system. Attempts to deliber-
ately create new local decision-making organizations as an integral part of
service delivery have met with both successes and failures. There is a great
deal of evidence that changing the delivery of localized services from a
“top down technocratic” matter for civil servants to incorporating more
feedback from citizens is, in general, associated with more successful out-
comes. However, attempts to create “project participation” have also met
with – or created – disasters. Uphoff’s (1992) account of the Gal Oya irri-
gation project in Sri Lanka details the ways in which things can go wrong –
and, later, right. Creating new institutions with decision-making power will
inevitably conflict with existing arrangements.

In proposing specific institutional reforms in the structure of local
government organizations or project designs (e.g. decision making on
investment projects), both the private and social impacts of social capital
need to be considered (Bourdieu 1986; Coleman 1990). That is, there is a
branch of the social capital literature that emphasizes the private benefits
to the individual/household of their social connections in obtaining jobs
and credit, in marketing arrangements and smoothing income shocks,
and even in obtaining benefits from the government (Singermann 1995).
In this literature, the individuals act purposively to create and maintain
social connections because of the benefits the connections provide.29 The
other branch of the social capital literature emphasizes the social benefits
of social capital and those activities undertaken by individuals perhaps
exclusively because of the benefits of the activity itself have positive impacts
on people besides themselves.30

The reason these two have to be considered simultaneously is that
changes in the scope of potential benefits of engaging in social activities
will change people’s behavior in ways that may change the consequences.
Take a crude and entirely hypothetical example. Suppose that the data
said that information spillovers from desa (LKMD) meeting were negative
and from mosque attendance were positive. Then one might conclude
that if the legally required discussion of the desa budget were moved from
the LKMD to the mosque (suppose immediately following the weekly
service), then this would have enormous spillover effects. But this would
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not take into account that the people who show up at the LKMD meeting
do so (among other reasons) in order to learn about the budget – and
perhaps because they have a personal interest in budget information. If
the budget discussion is moved to the mosque, this changes the incentives
of people to attend the mosque – perhaps in ways that reduces the benefi-
cial spillover effects observed from mosque attendance in the existing
model.

Conclusion

The social realities of rural Indonesia are complex and rapidly changing.
The increasing democratization at the national level and the ongoing
decentralization will bring about rapid changes in the power dynamics at
the local level. The present empirical result is just one small piece of the
critically important puzzle of how to create open, effective, and account-
able local governance. This work extends the earlier empirical work
demonstrating the “top down” realities of the desa administrative structure
(Evers 1999) and the vibrancy of local institutions even before the polit-
ical changes (Chandrakirana 1999). On a broader level, this empirical
work extends the literature on “social capital” by demonstrating conclu-
sively that not all local organizations are created equal. Depending on
who is doing the organizing, and why, increased participation in local
organizations either can be exclusionary and reinforce existing decision-
making powers and structures (as appears to be the case for the manda-
tory government organizations) or can widen the base of voice,
information, and participation and increase the responsiveness of local
government.

Together they demonstrate the dangers of relying solely on the existing
administrative structures to broaden the range of participation, dissemin-
ate information more broadly, and increase government responsiveness.
As this chapter illustrates, social organizations have an important role to
play in creating effective government institutions in Indonesia and in dis-
cussions of local governance more generally.

But this chapter also raises a more subtle, troubling, and difficult point.
The failures of some attempts to deliver technocratically determined “least
cost” or “cost effective” solutions to meet what were perceived to be the
population’s uniform “needs” highlighted the importance of local institu-
tions and local variability in conditions. This, in turn, led to the recogni-
tion that successful development required more than just delivering
“goods” – it required the social and political conditions out of which the
appropriate collective action could emerge and be supported. This very
useful course correction leads to more emphasis on individual and
community empowerment, on meaningful participation in decisions, and
on the design not just of the development “project” but the development
“process.” However, people who write and think about issues in these
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abstract ways face a deep paradox – the trap of discovering and imposing a
new universal vision of development on others. Attempts to intervene in
the reality of complex historical and social processes are fraught with peril
– but so is the alternative.

Appendix 1: A note on reporting of probit estimations

This brief note about probit estimation might clear up some language
about the results above. Probit estimation assumes that all that is observed
in a binary indicator (yes/no, on/off, zero/nonzero) that is arbitrarily
assigned the values 0 and 1. Moreover, it is assumed that the probability of
observing 1 is a linear function of some underlying index function(y*),
which itself is a function of the independent (right-hand side) variables
(xs):

y* � �� * X � �, y* � 1 only if y*  0

where X is an N-by-K matrix (which includes a constant) and � is a K by 1
vector. This implies that, if we assume the error terms are distributed nor-
mally.

Prob(y � 1) � Prob(��X � �  0) � Prob(� � ��X) � �(��X)

where � is the cumulative normal distribution. The coefficients of the
probit regression are the ‚ of the index function. However, the marginal
effect of an increase in one of the independent variables – the change in
the likelihood of observing a “1” as x changes – is a nonlinear function of
the coefficients and all of the other variables (since the normal distribu-
tion is nonlinear). The expression for the marginal effect of one variable,
x1, is



�Prob

�

[

x

y

1

� 1]

� �(��X)* �1

where � is the normal frequency distribution. The impact of x1 depends
on the values of X at which it is evaluated. We will report the impact of
each variable evaluated at the means of all the variables (including the
variable being evaluated). Standard errors and tests of significance of the
coefficients are straightforward, while the standard errors of the marginal
effects depend on where they are evaluated. Hence we report marginal
effects at the means but the p-levels not of the marginal effects but of the
hypothesis test that the underlying coefficient in the index function (�) is
equal to zero.

Ordered probit is a simple extension of probit to multiple categories and
thresholds. Unlike a statistical procedure such as OLS that would assume
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the dependent variable was a cardinal number so that the difference
between 0 and 1 was the same as the difference between 1 and 2 or
between 4 and 5, ordered probit assumes that the levels are ordered (e.g.
2 is higher than 1) but does not assume that the difference between the
categories has any informational content (the categories could be 1, 2, 3
or 1, 20, 24).

The difficulty with ordered probit is in interpretation as even if the
underling index function is linear and monotonic, this does not mean
that an increase in the independent variable will be associated with an
increased probability for all “higher” categories. The algebra is simple
(see Greene 2000) and the intuition is that if an increase in an independ-
ent variable is associated with “better,” then it is unambiguous that the
propensity to be in the worst category is smaller and the propensity to be
in the best larger, but what happens to all categories in the middle is
ambiguous – they could go up or down.

We experimented, and the marginal effects from probit combining two
of the categories were similar. For instance, with probit the marginal
effect on “some participation” for household membership in desa govern-
ment organizations is 0.067, while the ordered probit marginal effect of
moving from “none” to “some” is 0.07.
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1 Although it should be noted that the book is with Robert Leonardi and Raf-
faella Nanetti.

2 Of course there is by now an extensive ethnographic literature documenting
how, even in authoritarian regimes with no effective formal political opposi-
tion, local social organizations and associations both resisted and structured
the reality of government action (e.g. Singerman (1995) on Egypt, Seligmann
(2002) on Peru).

3 It should be noted that the general term “social activities” includes all group
activities that households reported participating in, not that the activities have
a “social” purpose. Some, such as water user groups or credit cooperatives,
serve primarily economic functions, while others are mixed (e.g. a prayer
group that includes a rotating credit scheme as part of its activities).

4 One additional caveat: in discussion of the results below (pp. 323–38) we often
use terms like “impacts” or “effects.” Since we presently have no technical
method that allows us to assert causality – because we cannot rule out reverse
causality – this language is not an assertion of causality but merely avoids the
pedantic repetition of phrases like “if these partial associations represent causal
impacts the effect is . . .”

5 This simple-minded approach to method is not naivety: we have read and con-
sidered the critiques of household survey methods, the dangers of attempting
to impose empirical clarity on social complexity, and even the dangers of the
survey instrument itself as a tool of repression. The household survey was
embedded in a larger study that used a range of qualitative techniques to
address many of the same questions (Wetterberg 2002).

6 We draw heavily on Evers (1999) because it is the best study, not only because
it is part of the Local Level Institutions study, but also because it is among the
few studies of the mechanics of local politics. The New Order Indonesian
government banned not just the development of political organizations in
rural areas but also research on local politics (which could be easily enforced
since all fieldwork required official permission).

7 There is a similar distinction in India between a “revenue village” which is a
political and administrative unit and a “village” in its sense of a “hamlet” or col-
lection of contiguous residences.

8 The motivations for creating this structure are well beyond the scope of this
chapter, but (i) since its birth Indonesia has experienced centrifugal pressures
in various regions and the armed forces (from which the New Order leader-
ship emerged) has always considered itself a bulwark of nationalism and
stressed the need for central control, (b) without apportioning responsibility,
the New Order (Soeharto) government was unquestionably born in social
chaos and brutal local violence, an experience no one was anxious to repeat,
and (c) the government in this period was “developmentalist authoritarian,”
anxious to deliver on the concrete benefits of “economic development” to
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citizens as a means of sustaining legitimacy but less concerned with either local
or national mechanisms of “voice” from citizens.

9 It should be noted that, as part of the decentralization effort, the 1979 law on
village government has been revoked. Change has not been immediate,
however, and most of the structures it created still persist throughout the
research area (Wetterberg 2002).

10 There were eight less desas because one of the districts was in NTT close to East
Timor and was not safe for researchers.

11 This is based on the same information (the roster of all group activities) but is
a different scheme than that used in analysis of the LLI1 data (Grootaert 1999)
that divided groups into nine functional categories by the primary purpose of
the group (e.g. production group, religious group, recreation).

12 Other studies of social capital have weighted membership in various organi-
zations by characteristics of the organization thought to contribute to social
capital (e.g. horizontal relationships among members, membership inclusive
across social categories, frequency of participation); see Narayan and Pritchett
(1999), Grootaert (2000).

13 That these are household responses should be stressed as a considerable amount
of the variation in reported governance consists of differences across indi-
viduals, not just differences across villages.

14 The Bahasa Indonesia wording is: pernah menyatakan ketidakpuasan.
15 The major problem with the linear specification (of the “index function” for

probit) is the lack of interactive effects between the household’s participation
and the magnitude of participation of others. Strictly speaking, in the form we
now estimate the impact of an additional household joining a desa government
organization on another household is the same irrespective of the level of the
household’s participation in desa activities. In future work we will test for inter-
active effects.

16 For simplicity we ignore the N�1/N term, which in our samples of 30 per
village is near one in any case.

17 This obviously can only be true over certain ranges of participation – as starting
from zero participation or nearing 100 percent participation one cannot have
the same effect.

18 One aspect of the results yet to be addressed is that the standard errors are not
corrected for the possibility of within-cluster correlation of the error terms.
This could lead to an overestimate of the precision of estimation and hence an
overstatement of levels of statistical significance.

19 Some of the difference is in statistical power, and nearly all of the estimates are
imprecise – as is to be expected given the nature of the data and the phenom-
enon under investigation. For instance, the summary table reports that “desa-
less household activity” in desa government organizations reduces participation
in desa planning by 19.2 percent (�0.066/0.344) and the underlying coeffi-
cients’ p-level is .058 and hence is “statistically significant” at the 10 percent
level. Participation in determining sanctions, on the other hand, is reduced by
28 percent (�0.039/0.138) based on a coefficient with a p-level of 0.103 and
hence is just barely not statistically significant at the 10 percent level. In our
view, making too much of these fine distinctions in p-levels – treating these two
as qualitatively different because one is modestly below and another barely
above some conventional level – is a statistical significance fetish (McCloskey
and Ziliak 1996). However, there are also elements of the table in which the p-
level is very high – the p-level on “desa-less household” for response to social
problems is 0.623, which means even the sign conveys little information.

20 Note that the positive sign for one of the voice indicators (no expression in
spite of existing problems) indicates a negative (i.e. detrimental) impact.
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21 With the two binary variables, the average is just the fraction of households
answering “yes,” but with the “effective voice” variable we have to assume (as we
did not before) that the categories can be treated as cardinal numbers so they
can be averaged.

22 The difficulty is that to do the procedure of “instrumental variables” one needs
valid instruments and we have not found a valid and informative instrument
for “village less HH” social activity. We attempted using lagged social activities
from the 1996 survey as an instrument, but, perhaps surprisingly, the power of
the instrument in the first stage was too low and the standard errors on the
“social” terms grew very large.

23 The empirical evidence is the strongest for rural water supply (Briscoe and
Garn 1995; Narayan 1995; Isham et al. 1995).

24 One of the arguments for centralization in the immediate postcolonial era in
many locations (Africa, India, Indonesia) was that the power of local leaders
was an obstacle and that only through national governments and nonlocal
coalitions (e.g. of peasants, labor) could a socially progressive agenda be imple-
mented.

25 Research in the United States has demonstrated connections between ethnic
divisions and the quality of public services (Alesina et al. 1999). There is also an
empirical literature that proposes a link between “trust” and economic
performance.

26 There are of course many examples of the negative effects of social organi-
zations. The Ku Klux Klan was an NGO that attracted millions of members to
the cause maintaining the privileges of one social group at the expense of
vicious, often lethal, suppression of the rights of other citizens.

27 In a particularly telling example of how the “official” sector is (willfully) ignor-
ant of social realities, Ostrom recounts the tale of a delayed irrigation project
that planned to provide irrigation to “unirrigated” areas. The delay allowed a
closer investigation of the area, which found dozens of fully functional irriga-
tion associations in this supposedly unirrigated area.

28 Glaeser et al. (2000) advocate this “economic approach” in which they “analyze
the formation of social capital using a model of optimal individual investment
decisions” (p. 3).

29 Of course, in every individual, motivations are complex and church attendance
may well be correlated with some material benefits or other nonreligious
returns (Glaeser and Sacerdote 2002) and yet still be predominantly motivated
by belief.
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18 Community-driven development
and the Northeast Brazil rural
poverty reduction program

Edward W. Bresnyan, Jr, Maria Alejandra Bouquet
and Francesca Russo1

Introduction

Over nearly two decades, North East (NE) Brazil and the World Bank have
been engaged in an evolving experiment in participatory development to
reduce rural poverty. From 1986 to the present, some US$1.4 billion have
been invested in ten states which comprise the NE region, applying a
methodology that has come to be defined as community-driven development
(CDD).2 In stark contrast to previous attempts at combating rural poverty in
NE Brazil – particularly under the guise of earlier failed integrated rural
development schemes – CDD relies on local knowledge and understanding
to generate investment options to meet pressing community demands.
Having started as an obscure sub-component of a larger set of fairly tradi-
tional rural development projects, CDD in NE Brazil has been incrementally
modified and fine-tuned into what today arguably represents one of the
more effective CDD country programs worldwide, in terms of both its ability
to reach the rural poor with investment resources and to generate tangible
benefits. Across four successive generations and a cumulative 36 projects,
well over 50,000 small-scale community investments have been financed and
implemented by some 36,000 community organizations, extending basic ser-
vices such as rural electrification, safe water and income-generating activities
to approximately 1.2 million households, or about seven million individuals.

Yet, strong and vocal critiques of the CDD methodology call into ques-
tion its purported effectiveness and its ability to generate lasting benefits for
those participating in it. First, its participatory nature is believed to be
subject to manipulation by local elites, and owing to information asym-
metries, can be less efficient in (or worse yet, incapable of) translating
community demands into actual investments. Second, given that, in NE
Brazil, state-level governments are charged with CDD’s overall execution,
conflicts and power struggles may arise in the decision-making process that
leads up to actual community investments, in that the state may “know
better” what communities actually need, thereby annulling the comparative
advantage of localized knowledge. Third, the new institutions which form in
response to CDD – the myriad community associations through which indi-



vidual subprojects are identified and implemented, as well as the umbrella
project-related Municipal Councils (MC) which are structured to funnel
community investment demand and prioritize investment decisions within a
given municipality – may only be transient, in that once external assistance
is no longer available, they fade into non-existence, since the “game” for
which they were created is no longer being played. Similarly, and more
broadly, what evidence exists that, beyond the political will to accept CDD as
a modality for foreign assistance, state governments are actually making sys-
temic and structural changes in their own budgets and strategies for redu-
cing rural poverty by “mainstreaming” CDD as an effective methodology?

The purpose of this chapter is to trace the origins of and the accumu-
lated experience with CDD in NE Brazil as an example of membership-
based organizations for the poor (MBOPs). The next section describes NE
Brazil, particularly the rural NE, and the dimensions of poverty there. Sec-
tions “Community-driven Development (CDD) and its pre-conditions in
NE Brazil,” “CDD in NE Brazil (1986–present),” and “MBOPs in NE Brazil:
Community Associations and MC” define CDD in the NE Brazil context,
discuss its role as a development methodology, and provide the historical
background leading up to its adoption as a vehicle for rural poverty reduc-
tion in the region, as well as the pre-conditions – internal and external –
that facilitated its emergence. The section “The glue that binds: the
community subproject” addresses the institutions arising from CDD, the
project-related community associations and MC. The section “Lessons
learned” addresses the question, “What are the development outcomes
achieved by membership-based organizations of the poor (MBOPs) in NE
Brazil?” and lays out a set of stylized lessons on the successes, potential for
scaling-up and replicability of the CDD experience in NE Brazil. The last
section provides concluding remarks and issues for further research.

Background: Northeast Brazil3

Brazil is characterized by extreme levels of income disparity, with poverty
rates much higher than in other countries with a similar level of per-capita
gross domestic product (GDP). In particular, the NE region accounts for
some 20 percent of Brazil’s land area, yet is home to 48 million people, or
30 percent of Brazil’s total population. Poverty is endemic in the region,
with 47 percent of the total NE population living on less than US$1 per
day. Rural poverty is even more severe: 64 percent of the NE rural popu-
lation (9.2 million) lives on less than US$1 per day. On a national scale,
49 percent of Brazil’s population that lives on less than US$1 per day
resides in the NE. For all of rural Brazil, this figure jumps to 64 percent.4

Among the five major regions of Brazil, the NE ranks lowest in terms of
the Human Development Index (HDI) (0.608 compared to 0.764 for all
of Brazil). Table 18.1 reports indicators of poverty, income inequality,
rural population and HDIs for the NE states.
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Community-driven development (CDD) and its 
pre-conditions in NE Brazil

What is CDD in the Brazilian context and how did it take hold in NE
Brazil? The answer to these questions lies in the confluence of internal
transformations occurring in Brazil and the external factors, which facili-
tated the rise of participatory approaches embodied in CDD.

Failure of Integrated Rural Development schemes

At a 2004 conference which brought together the ten NE states to share
their collective experience with CDD, a well-known keynote speaker
declared, “State Governments and the international community have been
involved in the rural development of NE Brazil for some forty years, and the
first thirty years were a resounding failure.”5 A principal component of this
failure was the intense devotion to Integrated Rural Development (IRD),
which attempted to coordinate and implement (typically at the central
government level) a panoply of investment activities designed to reduce
rural poverty, build institutional capacity for public service delivery, and
create the conditions for improved income-generation, primarily in agricul-
ture. From 1975 to 1987, the Brazilian government committed approxi-
mately US$3.3 billion to IRD in NE Brazil, for which it borrowed US$1.4
billion (42 percent of total) from the World Bank. This package of assis-
tance included: (i) the first-generation IRD projects (POLONORDESTE),
approved in nine NE states over the 1975–83 period, and (ii) the second-
generation projects (NRDP) in the same states, over the 1985–87 period. 6

The first-generation IRD projects included about a dozen different
components. The staples of these projects were agricultural credit
(23 percent), land-related activities (16 percent), feeder roads (20
percent), and agricultural extension (14 percent), in the aggregate
accounting for 72 percent of total costs (Tendler 1991). To reduce project
complexity and focus more exclusively on agricultural production, the
second generation IRD projects eliminated health, education, and roads –
as well as some smaller components (e.g. micro-enterprise credit, electrifi-
cation, marketing). Credit (30 percent), extension (24 percent), and a
new community-participation component – Apoio às Pequenas Comunidades
Rurais (Support for Small Rural Communities, or APCR) (16 percent) –
accounted for 70 percent of total expenditures under the second genera-
tion.7 Common to both the first- and second-generation IRD projects was
a lethargic pace of implementation and significant lags in disbursing
resources, partly due to the inflationary crisis in Brazil at the time, but also
a function of the complexity in project design, despite its fewer com-
ponents and activities. These projects also suffered from 

iii faulty poverty targeting mechanisms, resulting in significant slippage
in benefits;
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iii institutional deficiencies, mainly costliness and inefficiency of agen-
cies, as well as excessive centralization of decision-making;

iii political manipulation associated with entrenched patron-client rela-
tions;

iv inadequate community participation, involvement and capacity build-
ing (Tendler 1991).

Decentralization

It is important to recognize that the IRD projects in Brazil began under a
centralized military government, where public agencies controlled most
development activity. Both participation and decentralization were politic-
ally problematic for Brazil during this period in its history. By the mid-
1980s, Brazil had returned to democratic rule, and subsequently adopted
a new constitution in 1988 that promoted the decentralization of respons-
ibility and resources for implementing development programs from the
Federal Government to the states, municipalities and local communities
(Van Zyl et al. 2000). At the same time, the emergence of the Solidarity
program in Mexico launched a World Bank-supported experiment there
in CDD that would eventually inspire other countries, including Brazil.
Yet, it was the small APCR component in the NE Brazil IRD program that
would serve as the prototype for an eventual re-design of the NRDP. In
1993, in agreement with Federal and state Governments and following a
study tour of the positive CDD experience in Mexico, the NRDP’s project
components were dramatically reduced, and the bulk of its remaining
resources were reallocated to a scaled-up hybrid of the APCR.8

CDD in NE Brazil (1986–present)

The combined effect of the factors discussed in the previous section aided
the transformation of the NRDP projects into more participatory CDD
vehicles. A lone element of the second-generation IRD projects in the NE
– the APCR – performed well enough to make it the centerpiece of the
1993 reformulation effort. A change in project design was implemented,
first by devolving direct implementation responsibilities to state-level agen-
cies, typically (but not exclusively) linked to the respective State Secretar-
iats of Planning. This put into practice the principle of subsidiarity, in that
decision-making and responsibilities should devolve to their most local
level of capacity. Second, the NRDP became a community matching
grants scheme, founded on local participation in decisions about invest-
ment priorities and modes of implementation, with the intent of meeting
the expressed needs of rural poor communities. Since governments and
central planners had, over the course of several decades, proven to be
incapable of reaching the rural poor with basic public services, it was
decided that a “role reversal” was in order, with the communities them-
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selves taking on a greater role in deciding what could most improve their
quality of life.

The movement from a top-down approach to a bottom-up, participa-
tory, community-based methodology was aided by a favorable policy
setting in Brazil – at the Federal and state levels – in the late 1980s and
early 1990s. The NE states were painfully aware of persistent failings in the
sequential IRD programs over several decades. These failures disposed
state governments to a willingness to expend the political capital needed
to break with traditional, centralized programming, and move toward a
greater reliance on demand-driven processes of investments for poverty
reduction. Third, reducing the role of the state – both in terms of size and
scope of interventions – was a movement sweeping the developing world
in the early 1990s, creating an opening for an expanded role for civil
society in poverty reduction.

The results of the reformulated NRDP were impressive: in the three
years following its restructuring, the NRDP accomplished 100 percent of
its physical implementation targets. Overall, more than 40,000 community
associations presented proposals for small-scale investments. Of these,
about 18,000 investments or subprojects were ultimately financed and
implemented directly by these associations, at an average cost of
US$24,000 per subproject and each family had a benefit of about US$360.

Under the reformulated NRDP, two funding mechanisms for subpro-
jects were available to community associations:

ii Programa de Apoio Comunitário (Program for Community Assistance, or
PAC), which forged a working relationship directly between the state
and the community association;

ii Fundo Municipal de Ação Comunitária (Muncipal Fund for Community
Action, or FUMAC), which sought to initiate a municipal develop-
ment context through the formation of a project Municipal Council
(MCs), with up to 70 percent of its voting membership being repre-
sentatives of the community associations residing in the municipality
The project coordinating units (PCU) established in each participat-
ing NE state were found to be competent in overall project execution,
especially in creating awareness of the NRDP among the intended
beneficiaries: the rural poor of the NE.

By 1995, and following the successful reformulated NRDP, the NE states
began a new generation of CDD, known as the Rural Poverty Alleviation
Projects (RPAP). The RPAP retained many of the same mechanisms as the
previous NRDP, and sought to expand the number of the project MCs
and the emphasis on municipal development. Under the RPAP, project
benefits were delivered primarily through two types of MCs (differing in
their degree of decentralization of the final decisions on allocating sub-
project funds, and in their potential to strengthen social capital), and a
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third non-council mechanism. FUMAC Councils (translated loosely as
Municipal Community Schemes) were first piloted under the reformu-
lated NRDP. Under FUMAC, the state government delegates decision-
making to project-based MCs which deliberate, establish investment
priorities, appraise, and vote on community investment proposals. This
process is guided by an annual, council-specific indicative budget pro-
vided by the PCU which defines the funds available for subproject financ-
ing. FUMAC-P Councils (Pilot Municipal Community Schemes), a variant of
FUMAC, extends decentralization one step further: high-performing
FUMACs submit an Annual Operating Plan of subproject investments to
the PCU for technical review. Once the POA is approved, the PCU
releases funds directly to the FUMAC’s bank account. The FUMAC then
manages their distribution to community associations with approved
investment proposals in the POA, supervises subproject implementation,
and is accountable for use of the funds. PAC (state community schemes)
were the dominant delivery mechanism under the APCR pilot and the
reformulated NRDP. Under the RPAP, much greater emphasis was placed
on the FUMAC funding mechanism. Under PAC, community associations
submit investment proposals directly to the PCU, which screens and
approves these proposals, and releases funds to the community association
for their implementation. Evaluation shows that, while PAC can be
important in the initial stages of CDD, that is, until a municipality has
established a FUMAC, it is less effective than FUMAC and FUMAC-P in
involving local government and in terms of sustainability and social capital
development, and more prone to local political manipulation (Roumani
2004). From 1995 through 2004, World Bank-assisted operations totaling
US$625.2 million have been deployed in eight NE states, financing nearly
23,000 subprojects and benefiting over 1.2 million rural households
(Table 18.2).9

MBOPs in NE Brazil: community associations and MC

The success of the NE Brazil CDD model comes in large part from the
perceived advantages of placing intended beneficiaries in the position of
identifying, executing, operating, and maintaining those investments
which best meet their own needs. Furthermore, by supporting collective
action to resolve these needs, so-called “social capital” is both created and
deployed in the investment process.10 Community associations, where
interested individuals coalesce around the common goal of expanding
community assets and access to basic services (e.g. electricity, safe water,
sanitation), are therefore the fundamental building blocks for CDD.

Earlier assessments of IRD in NE Brazil cited the lack of community
participation as a chief reason for its failure. In fact, one of the key find-
ings was that, with strong political support at the state level, almost any
IRD project component which is tailored to the immediately felt needs of the
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beneficiaries (emphasis added) can be made to work (Tendler 1991). Suffi-
cient evidence now indicates that development interventions which
exclude the active participation of communities are likely to fail, whereas
those which seek such participation increase their chance of success (Fin-
stersbusch and van Wicklin 1987; and Narayan 1995). Therefore, building
on the success of the APCR component (whose outcome was specifically
linked to the strong participation of beneficiaries), its scaling up in the
reformulated NRDP and the subsequent RPAP, CDD seeks to engage the
participation of citizens and their communities in the development
process.

What are these community associations and how do they participate in
CDD? Formally defined, community associations under CDD are groups
of rural citizens with a common interest and organized into legally-
constituted civil organizations (as required under Brazilian law). These
associations are not necessarily defined by geographic boundaries, but
rather bring together households and individuals that share a mutual
objective for improving their quality of life. Community associations are
the bedrock of CDD implementation: they identify, prepare, implement,
supervise, operate, and maintain their subproject investments, assisted
both by technical specialists (whom they contract directly with funds pro-
vided in the total subproject envelope) and training made available by the
respective project MCs and the PCUs. Even more important, these
community associations directly receive and manage the funds required
for the execution of these subprojects. Funds are directly transferred from
the PCU to the bank account of the respective community association,
which is then responsible for contracting all goods, works, and services
required to complete the subproject. Upon completion of the investment,
the community association submits a simplified statement of accounts to
the PCU to verify the proper use of these public funds.

While the community associations are indeed the foundation of CDD in
NE Brazil, there is a municipal context in which they operate. Yet and still, it
was the desire to break with the historical legacy of political patronage at
the local level, combined with justifiable fears as to the potential for manip-
ulation of community associations by strong, and often autocratic, munici-
pal governments, that led to the creation of the project MCs, where
broader, more transparent discussions and decision-making could occur.
The MC, as such, serves as a means of social control for project activities and
community associations. Within any given municipality, community associ-
ations choose delegates for seats in the Municipal Council, but in all cases
the representation on the Council is approximately two-thirds from
community association members, one-third from other elements of organ-
ized civil society (e.g. rural workers’ union, non-governmental organizations
(NGOs), local government), and public sector agencies. In terms of sheer
size, most MCs have from 11 to 20 members. Today, about 80 percent of the
municipalities in NE Brazil have a project MC established.
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The glue that binds: the community subproject

CDD promotes local involvement in public investment decision-making
and therefore must provide some reasonable expectation that something
tangible will result. Enter the community subproject. Under CDD,
community associations can propose almost any investment under the
rubric of a subproject, with the exception of a short negative list including
the following:

ivii Federal or state road repair;
ivii land acquisition;
viii religious structures;
iiiv Federal, state or municipal buildings;
iiiv investments related to political parties;
iivi Union halls;
ivii tobacco production;
viii alcohol production.11 A maximum cost threshold of US$50,000 is set

for each community subproject, though in practice the average cost
(since 1995) has been approximately US$25,000.12 Simplified “rules of
the game” – outlined in an Operational Manual for the RPAP – guide
the community subproject investment cycle:

• Community Associations determine their local investment prior-
ities and prepare subproject proposals.

• Subproject proposals are submitted to respective project MCs
where they are prioritized and approved, based on indicative
municipal resource envelopes, as defined by the PCU.

• The PCU technically evaluates approved subprojects and confirms
compliance with subproject guidelines before releasing funds to
community associations.

• Subproject agreements – signed between the PCU and Community
Associations – define the terms and conditions for the funding,
execution, ownership, operation and maintenance of the
approved subprojects.

• Resources for subproject implementation are transferred directly
to the Community Association’s bank account.

• Community Associations are responsible for (i) the contracting of
goods, works, and services for subproject execution and (ii) the
operation and maintenance of all investments. They may also
request technical assistance to develop operation and mainte-
nance programs and techniques.

Since 1993 and across three successive generations of CDD, MBOPs in NE
Brazil have implemented over 55,000 subprojects (Table 18.3). About 70
percent of these community investments can be broadly categorized as
basic socio-economic infrastructure, principally rural electrification, water
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supply systems, and sanitation. Another 20 percent of subprojects have
been productive in nature (e.g., irrigation, manioc mills, agro-processing,
tractors), whereas those termed social, make up the remaining 10 percent
(e.g., crêche, community centers, school rehabilitation).

Targeting of Benefits

Based on project data, each participating community association has
implemented, on average, 1.3 subprojects. This raises a fundamental ques-
tion for interested policymakers: what is the desired balance between
breadth of investment (i.e. coverage of the rural poor) and depth of
investment (i.e. total project investment per capita)? On a more general
level, how are benefits targeted under CDD?

Common to all NE Brazil CDD projects, potential benefits are targeted
on three levels:

iii municipalities are included in the total project area by the PCU, based
on exogenous, transparent criteria, example, HDI, level of rural
population;

iii community associations self-select into the project, based on need and
an understanding of the potential benefits arising from their partici-
pation;

iii project Municipal Councils prioritize subproject proposals received
from community associations, in line with local knowledge of rural
poverty and constrained by the resource envelope available for the
municipality.

Additionally, participation in the project is limited to associations from
communities with up to 7500 inhabitants.

In practice, virtually all municipalities in a participating state were
included in the project. Given the finite budget constraint faced by the
participating state (i.e. total project cost ceiling), this near-blanket cover-
age implies that state governments have opted for a focus on breadth
rather than depth. This is not surprising in that astute elected officials
may perceive that greater political returns are to be had by extending
project benefits to as many voters as possible, as opposed to deepening
subproject activities, and hence poverty impact, in only a small number of
municipalities and communities.

The example quoted here serves as a reminder that CDD does not
operate in a political vacuum. In many cases, political imperatives can and
do conflict with technical design considerations. Here, it is crucial to
bear in mind that one of the primary initial conditions for the success
of CDD is the strong political backing from both state and local govern-
ment. Hence, tradeoffs will inevitably be needed in order to preserve the
overall buy-in on the part of these public officials. A question for further
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exploration would be, whether binding political constraints weaken the
effectiveness and impact of CDD, particularly with regard to the potential
for widely dispersed, yet uniformly thin investment, at the community
level.

Since very few NE Brazil municipalities have been excluded ex ante
from participating in CDD, what can we say about municipal poverty indic-
ators and their relationship to the level of project resources invested? For
example, are those municipalities with lower HDIs receiving proportional
levels of investment funds under the project? Using HDIs from year 2000,
frequency distributions were calculated for various participating NE states
and then cross-tabulated with subproject expenditure data – disaggre-
gated by municipality – and finally arrayed in deciles. The resulting paired
frequency distributions for two states – Paraíba and Ceará – are given
respectively in Figures 18.1 and 18.2.

The data yield several observations with regard to targeting. First, there
is overall convergence between the frequency distribution of the HDI and
the level of project resources invested, indicating that resources are
flowing in concert with an exogenous measure of need. Second, the
points at which the curves intersect indicate areas of greater or lesser
than proportional investment for a given decile, which can imply
either tighter targeting or slippage, respectively. In the case of Ceará,
some slippage is present, in that deciles 1–4 (i.e. relatively poorer munici-
palities) received proportionally less investment funds, while the 5th, 6th,
9th and 10th deciles received relatively more. In Paraíba, a similar slip-
page occurs, albeit less intense. Given that the overall project is based on a
demand-driven model, this may indicate that greater effort is needed to
inform those poorer municipalities (and their constituent community
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associations) of how to participate in CDD. It may also be an indication of
the ability of better prepared municipalities (i.e. those in the 5th deciles
and higher for each state) to organize and demand investment funds
under CDD.

While these data shed light on the effectiveness of targeting at the
municipal level, they are silent as to the effectiveness of targeting within
municipalities. World Bank (2003) notes that about 70 percent of families
benefited under CDD in NE Brazil have initial household monthly
incomes of less than two minimum salaries (about US$300 in 1999 or
R$166). Based on an average household size of five in the rural NE, per
capita incomes among these families would be slightly more than US$1
per day.13 Since 1993, CDD in NE Brazil has generated annually about
5,000 community subprojects, benefiting 231,000 families at a per-family
cost of US$470. Applying the targeting rate of 70 percent, about 162,000
poor rural NE families have been reached annually by the project, relative
to a total of 1.8 million poor families in the rural NE. As such, CDD
reaches about 9 percent of the rural NE poor each year with at least one
subproject investment. The project therefore reaches about one-eighth of
the poor families in the rural NE each year. Over 11 years of CDD
experience, subprojects for 1.8 million NE Brazil households were com-
pleted. Adjusting for repeat households (i.e. those which benefit from
more than one community investment), about 900,000 households (or 50
percent) of the 1.8 million poor households in the rural NE may have
been covered through CDD.
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Figure 18.3 graphically compares a series of social spending programs
in Brazil along four dimensions. First, each “bubble” represents one social
spending program. Second, the size of each bubble is proportional to
annual per household spending (annualized in the case of investment
programs) showing the relative importance of the program to its benefi-
ciaries. Third, the horizontal position of the bubble shows the level of tar-
geting of the program to the bottom quintile of the income distribution.
Finally, the vertical position of the bubble shows the reach (i.e. coverage)
of the program among the same bottom quintile. Programs in the lower
left corner (e.g., pensions, urban services, secondary education, and
credit) are poorly targeted and do not reach many of the poor. Programs
in the bottom right-hand corner (e.g. land reform) are well-targeted,
provide substantial benefit, yet only reach a small share of the poor. Pro-
grams near the top left are universally available (e.g. basic health, educa-
tion, and school lunches). The “ideal” social program is located in the top
right-hand corner. These “ideal” social programs are well-targeted and
reach a large share of the poor.

Figure 18.3 typifies the trade-off between targeting and reach among
the rural poor. As the net is more broadly cast and reach increases, it
becomes proportionally more difficult to control benefit slippage. This is
the challenge faced when attempting to scale up initially small and well-
targeted rural development programs, such as CDD. A second trade-off is
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also suggested between benefit size and coverage. Expensive programs,
like land reform in Brazil (with an average per family benefit of R$4000 or
some US$1800) reach only a small number of the poor, while less costly
programs, such as the RPAP (average per family benefit of US$434), can
afford a larger coverage.

Scale of subproject investments

While the subproject cost ceiling being US$50,000, in practice the average
cost has been slightly more than one-half this amount. The first question
is, of course, why US$50,000? Procurement rules agreed between the
respective state governments and the World Bank – which guide the use of
World Bank loan proceeds – have primarily driven the application of this
subproject ceiling. Historically, World Bank projects have been associated
with large-scale public works. As such, both procurement and disburse-
ment procedures were designed for these large-scale investments, with
little or no guidance regarding the smaller investments carried out under
CDD (de Silva 2000). Yet, it was clear that arrangements for million dollar
works were not appropriate for small-scale works. Second, but just as
important, the technical capacity of the new implementing entities – the
community associations – was as yet unproven, so the procurement rules
would also have to adopt a learning-by-doing approach in step with the
innovations embodied in CDD. Community participation was the World
Bank’s answer: procurement by or on behalf of a community. Here,
“community” is defined as “groups of individuals living in close proximity
to each other and other social groups, grassroots entrepreneurs or associ-
ations able to identify a need and come together to access project funds”
(de Silva 2000). As stated in Section 3.17 of the World Bank (2004b) pro-
curement guidelines, “Where, in the interest of project sustainability or to
achieve certain specific social objectives of the project, it is desirable
in selected project components to (a) call for the participation of
local communities in the delivery of services, or (b) increase the utiliza-
tion of local know-how and materials, or (c) employ labor-intensive and
other appropriate technologies, the procurement procedures, speci-
fications, and contract packaging shall be suitably adapted to reflect these
considerations.”

In determining the appropriate circumstances for community partici-
pation, no strict cost threshold exists vis-à-vis the World Bank rules. There-
fore, the US$50,000 threshold used for CDD in Brazil can be seen to some
extent as the “comfort level” of the World Bank with community participa-
tion, beyond which project complexity would dictate adherence to more
traditional procurement rules.
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Lessons learned

Sustainability

The NE Brazil’s experience with CDD has demonstrated that community
associations can effectively organize to meet basic needs at a reasonable
cost. As for the sustainability of CDD, it must be assessed in at least two
aspects: outcome and process. Outcome sustainability is the extent to which
the end product of CDD can be maintained over the long term. Here, the
subproject investment is the unit of analysis: what are the assurances that
the physical investments undertaken by the community associations will be
sustained? More specifically, what are the provisions for adequate oper-
ation and maintenance of the newly gained community asset? Ex ante
arrangements and ex post evidence seem to point to a high probability of
outcome sustainability.

Prior to receiving funding for their respective subprojects, community
associations formally agree to maintain and operate these investments. In
fact, once the subproject is completed, community associations receive
ownership of the investment, which in itself creates an incentive to main-
tain the newly acquired asset. A softer element of sustainability is associ-
ated with the very act of community residents banding together to meet
their collective needs. The effect of this communal effort – combined with
the community association’s in-cash or in-kind contribution for the sub-
project – generates a high degree of ownership for the investment and a
subsequent sense of responsibility to maintain it.

Van Zyl et al. (2000) and World Bank (2003) report that, for a sample
of 3633 subprojects implemented from 1997–8, about 89 percent were
fully operational in 2000. Furthermore, beneficiary families strongly
expressed their satisfaction with the quality of materials used in subproject
implementation. Between one-half and three-quarters of the subprojects
(varying by participating NE state) were judged by beneficiary families to
be adequately sized to meet their needs. Beneficiaries assessed more than
90 percent of all subproject investments as being satisfactory overall.

Analysis of selected productive subprojects also suggests that the invest-
ments are generally financially sustainable, in that cost recovery through
user fees paid by the beneficiary association is adequate to cover both
maintenance and replacement of the original investment long before the
end of its useful economic life. Analysis of a sample of 1820 productive sub-
projects (e.g. farm tractor, irrigation, goat/sheep production, brick pro-
duction, fisheries, cashew nuts, manioc flour mills, clothes making,
dry-land farming), implemented from 1995–8 indicates that 87 percent
were fully operational in March 2000. Of 6064 infrastructure subprojects
(e.g. rural electrification, water supply, telephone booths, community road
rehabilitation, small bridges) funded over the same period, 89 per cent
were fully operational.14 Finally, an analysis of a sample of 239 social sub-
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projects like sanitation, health-related housing improvement and social
centers showed that 88 percent were also fully operational in March 2000.

Process sustainability is perhaps a bit more elusive to ascertain. What is
the likelihood that the local institutions created and fostered through
CDD – the community associations and the project MCs – will survive?
Obviously, there is a degree of interdependence between process and
outcome sustainability: if a community association succeeds in maintain-
ing its subproject, it may also be more likely to survive and thrive over the
long haul. Findings from NE Brazil imply the accumulation of social
capital via CDD and its deployment through greater citizen participation
in local development planning at the municipal level. Social capital pro-
vides citizens with appropriate reasons and motives to act collectively on
behalf of their community and encourages a new kind of relationship
between the state and the individuals in matters of administration of local
public infrastructure – namely, one in which citizens (or civil society)
oversee governmental activity and exercise political pressure upon author-
ities in the interest of the community (van Zyl et al. 2000). Furthermore,
social capital is also believed to be associated with branching out of these
local institutions beyond the World Bank-financed project. Finally, a crit-
ical element of process sustainability in the context of CDD is adoption or
internalization of the CDD methodology within the formal state and
municipal political structures. In practice, this would be denoted by the
utilization of project MCs and community associations for channeling
public resources for local investments, even after World Bank support
wanes, thereby validating the staying power of the CDD model. The state
of Maranhão, in NE Brazil, provides a glimpse as to the potential for lever-
aging the social capital of these community associations and MCs beyond
the existing CDD projects.

In 2001, Maranhão was Brazil’s second poorest state, both in terms of
per capita income and HDI. Applying a poverty line of about a dollar a
day, nearly 60 percent of the state population lives in poverty. The lag in
education was particularly severe, with the average educational attainment
(2.8 years) well below that of both the country and other neighboring NE
states. Maranhão is also Brazil’s most rural state, and it is in the rural space
where HDIs are the lowest.

The state of Maranhão’s multi-year investment program (PPA) 2004–7
sets a goal for increasing the state’s HDI from 0.647 (in 2000) to 0.700 by
the year 2007. Since the 1990s, Maranhão has had a series of competent
state governments, and social indicators have increased faster than in most
NE states. The state has launched an innovative, decentralized form of
government, and has been proactive in attempting to change the culture
of Brazil’s state and local governments from one of clientelism and
patronage, toward more responsible service delivery to its population.

The state’s PPA is comprised of six elements: economic integration,
competitiveness, transformation of the economic base, social inclusion,
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construction of a knowledge economy, and environmental sustainability.
All programs in the PPA are justified in relation to these six elements. Pri-
ority programs are in education, health, water and sanitation, employment
generation through local productive clusters, technology, environmental
preservation, and public sector management and planning.

The new-generation World Bank-financed CDD project in Maranhão
supports the state in its effort to reduce poverty by increasing its HDI by
seeking to better align the state’s public expenditures with the PPA devel-
opment priorities, while improving the effectiveness and targeting of
expenditures through a mainstreaming of the CDD methodology (World
Bank 2004a). The new project will place significantly more emphasis on
education, health, culture, natural resource management, and environ-
mental sustainability, as well as take advantage of opportunities to achieve
stronger results through coordinated action, including piloting regional
subprojects (involving several municipalities) to address environmental
issues, and supporting productive subprojects which tackle critical gaps
within a broader concept of local production chains (arranjos produtivos
locais). In sum, the project will attempt to leverage the skills, social capital
and institutional arrangements developed under the RPAP project at the
local and municipal levels to improve also the relevance, efficiency,
environmental sustainability, targeting, and outcomes of non-project
investments in rural areas of Maranhão.

Community-driven development in NE Brazil also seeks to stimulate
social capital accumulation within a cultural context characterized by
traditional forces with opposing political interests. How can CDD succeed
in this area? Has it succeeded until now? Studies suggest that the impact
of CDD in the process of formation and accumulation of social capital is
variable and that this variation is explained by two major factors (van Zyl
et al. 2000, Rizvi and Costa 2003). The first deals with the endogenous dif-
ferences that exist at the community level. For example, the best commun-
ity associations are usually those which have a tradition of collective work
(in Portuguese, trabalho em mutirão), a characteristic of rural life in NE
Brazil. The other relates to differences in potential, in terms of enhancing
social capital formation, between the three delivery CDD mechanisms
cited earlier for example, PAC, FUMAC, and FUMAC-P.

To assess the degree of community participation in CDD – overall and
among the three delivery mechanisms, van Zyl et al. (2000) presents a
Community Participation Index (CPI) based on a representative sample of
community associations that benefited from the reformulated NRDP and
the RPAP projects. The CPI considers 15 indicators of social capital, two of
which relate to compliance with the project rules of provision of counter-
part funding by the beneficiaries (usually 10 percent of the subproject
cost) and responsibility of the beneficiary association for subproject opera-
tion and maintenance. Two sets of community associations were assessed:
(1) 56 associations studied during 1993 and 1994; and (2) 149 associations
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in 1998–2000. The CPI reflects both the historical progress made with
social capital accumulation from the NRDP to the RPAP, and the differ-
ences between the three subprograms in terms of community participa-
tion and social capital. Results obtained for the CPI are consistent with
ethnographic observations made during field studies of both the NRDP
and RPAP.

The findings from the CPI show not only the evolution of social capital
between the NRDP and the RPAP, but also, the meaningful differences
that exist between PAC, FUMAC and FUMAC-P. Communities in the
1993–94 sample (Group 1) had an average CPI of 11.98 (on a scale of 0 to
30). In comparison, the CPI of Group 2 communities, which were visited
five to seven years later, is about five points higher, averaging 16.91. More
specifically, PAC communities have an average CPI of 11.73, which is mar-
ginally lower than that of the NRDP communities interviewed in 1993, but
substantially so compared to FUMAC (17.16) and FUMAC-P communities
(21.09).15 These results are a clear indication that FUMAC and FUMAC-P
have contributed to enhancing social capital in the participating
communities, while very little progress in terms of social capital accumula-
tion took place under the PAC modality. It is also meaningful that the
Group 1 sample presents slightly better results than Group 2 in only three
of the fifteen indicators:

iii the rate of increase in the associations’ membership;
iii the rate of renewal of members of the associations’ boards of dir-

ectors;
iii the associations’ ability to leverage funds from sources other than the

NRDP/RPAP.

Considering the context provided by the other indicators of social capital
and the huge differences in the averages reached by the two sets of
samples and between the delivery mechanisms, it can be argued that,
although in 1993, a small proportion of associations were in a better posi-
tion to get funds from other sources, these funds (and the programs from
which they came) were not as able as FUMAC and FUMAC-P to gear up
the process of accumulation of social capital.

In response to the larger issue of internalizing CDD within the policy
framework of the public sector, the case of the state of Maranhão is a
signal that such a move is now underway. Maranhão has linked its
medium-term development program to an explicit expected increase in its
HDI. Public expenditures specifically budgeted for rural poverty reduc-
tion will be allocated and applied using CDD, taking advantage of local
participation and consultation through the both the community associ-
ations and the project Municipal Councils.

However, perhaps the true test of sustainability would take such inter-
nalization one step further by building in a fiscal transfer scheme to
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municipalities for the purpose of financing CDD investments.16 Fiscal
transfers from the federal to municipal government already occur in
Brazil under the Municipal Participation Fund (MPF), yet the use of these
funds is hamstrung by both fixed and mandatory funding formulas which
commit the bulk of these resources a priori and the virtual dearth of invest-
ment resources within the FPM envelope.

A novel idea taking shape in many NE states is the establishment of a
Fund for Poverty Reduction (FECOMP).17 The revenue for the FECOMP
is derived from special taxes levied on luxury items. In Bahia state, annual
revenue on the order of R$100 million (roughly US$40 million) is cur-
rently available; this amount drastically scales up the resources available
for poverty reduction investment throughout the state and, if chosen,
extending the reach and depth of CDD with the application of these
funds.

Replicability

The simplicity of the CDD model lends itself to wider applicability beyond
Brazil, and in fact, strong evidence exists that the model, with necessary
adaptations to fit into the local context, can generate equally positive
results. In March 2003, the Post-Conflict Fund – a global program funded
and implemented by the World Bank – approved a pilot project which
sought to test the applicability of CDD in the Haitian context. Interest in
CDD arose following a study tour of Haiti public officials to NE Brazil to
view “on the ground” the CDD experience.

Some 76 percent of Haiti’s eight million people live below the poverty
line, with 56 percent in extreme poverty. Nearly 90 percent of poor house-
holds and 67 percent of extremely poor households live in the rural areas.
Poverty in Haiti is comparable to rates in Sub-Saharan Africa. Haiti ranks
153rd on its HDI (out of 177 countries). Income inequality in Haiti
is among the highest in the world, with the poorest and wealthiest
20 percent accounting for 1.5 and 68 percent of incomes, respectively.

At a total project cost of US$1.25 million, the Haiti Community-Driven
Development Pilot(HCDDP) was implemented during 2004 in two of
Haiti’s 137 communes (or municipalities): Ouanaminthe (in the Nord’est
Department) and Anse à Pîtres (in the Sud’est Department). The project’s
components draw quite liberally on the NE Brazil CDD model. Commun-
ity subprojects (Component 1) were identified by community-based
organizations (OCBs, from their French acronym) and later prioritized in
representative project commune councils (known locally as Conseil du
Projet de Developpement Participatif, or COPRODEPs) as a function of avail-
able resources under the project. Funding for capacity-building and tech-
nical assistance (Component 2) were available to prepare both OCBs and
the two COPRODEPs in fulfilling their responsibilities related to subpro-
ject execution, monitoring, operation, and maintenance. Finally, project
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administration (Component 3) finances the incremental costs of the
implementing agency, the Pan-American Development Foundation,
particularly the installation and equipping of the two decentralized imple-
mentation offices (BCT – Bureau de Coordination Technique) in the partici-
pating communes.

In both Ouanaminthe and Anse à Pîtres, a deep history of community
organization was present at project inception. The time when implemen-
tation began in Ouanaminthe, some 85 OCBs were identified, of which 46
were determined to meet the criteria for participation in the project. Sim-
ilarly, in Anse à Pitres, 42 OCBs are active in the project. These OCBs all
have obtained legal status, a requirement in order to receive subproject
funds. With an average of 50 households each, these 88 OCBs conserva-
tively account for nearly 20,000 individuals or about 20 percent of the
combined population in the two communes. Anse á Pîtres formed its
COPRODEP in March 2004, while in Ouanaminthe it was constituted in
May 2004. COPRODEP membership consists of one representative from
each OCB participating in the project, with the balance of membership
consisting of public sector representatives, religious organizations, other
NGOs, and the municipal government. According to the Operational
Manual for the pilot project, 80 percent of the COPRODEP members
were potential project beneficiaries. In practice, both in Ouanaminthe
and Anse à Pîtres, potential beneficiaries constituted nearly 90 percent of
COPRODEP membership.

At the end of October 2004, 44 community subprojects, of which
92 percent have been fully implemented and completed, had been
selected through an open, transparent, and democratic process and with
strong community ownership and support. These include productive,
infrastructure, and social subprojects. More than 100 community associ-
ations received capacity-building training and technical assistance to
design and implement their projects. Given the strong positive results of
this pilot exercise, the scaled up project is now being implemented, at a
cost of US$42 million over four years and covering nearly one-half of the
municipalities across Haiti (World Bank 2005).

Conclusions

Some two decades of CDD in NE Brazil have shown that simplified
approaches based on local participation can make a difference for the
rural poor. This chapter has discussed the origins of CDD in Brazil, com-
pared it to earlier integrated rural development projects, and provided a
glimpse of the breadth, depth, and scale of investments undertaken
through the community associations in the region. Evidence presented
indicates that effective targeting results in minimal overall slippage of
project benefits, with about 70 percent of families who benefit under CDD
having had initial incomes of about US$1 per day. Political buy-in was
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crucial in getting CDD started in NE Brazil. State governments were favor-
ably disposed to experiment with greater decentralization and the Federal
Constitution of Brazil helped to facilitate it. Sustainability of the CDD
model appears likely, in terms of both the physical investments and the
new institutions – particularly the project MCs – in that effort is now
underway to scale up the application of the participatory CDD approach
in a broader set of public programs addressing rural poverty. Finally, the
simple “rules of the game” guiding CDD in Brazil seem widely replicable,
as given by the example of the CDD pilot in Haiti, which is already yield-
ing positive results under quite, different and difficult circumstances.

More effort will need to be devoted to answering some of the questions
posed in the introduction to this chapter. CDD, by design, is information-
intensive, and the role of the state in facilitating information flows can
easily erode into a “supply-driven demand” scenario, especially given the
potential for a relapse toward traditional power structures (Tendler and
Serrano 1999, Mansuri and Rao 2004). Furthermore, time will tell
whether state government remains politically committed to CDD and
allow its application more broadly in relevant social programs and respec-
tive budgets. Many of the CDD small-scale investments have laid the foun-
dation for basic service provision, a key element of generating greater
incomes for the rural poor of NE Brazil. Yet, the linkages of these subpro-
jects to large-scale, complementary investments, which are likely to be
implemented by the public sector, is yet to be determined. A greater
understanding of the limits to the CDD model would also be of use in
helping to build strategic alliances that go beyond the community associ-
ations and the MCs.

Notes
1 Opinions expressed are those of the authors and not necessarily those of the

World Bank, to which the authors are affiliated. The authors thank Anna
Roumani (World Bank) for substantive comments and suggestions in develop-
ing this chapter.

2 Throughout this chapter, community-driven development (CDD) projects are
those (a) that include intended beneficiaries in their design and management
and (b) where communities have direct control over key decisions, including
control of investment funds (Mansuri and Rao 2004).

3 NE Brazil is comprised of nine states and the northern section of Minas Gerais. 
4 Poverty data from the Brazil National Household Survey (PNAD) for the year

2003.
5 Hans Binswanger, November 2004, João Pessoa Conference.
6 POLONORDESTE is Programa de Desenvolvimento de Areas Integradas do Nordeste

(Program of Integrated Development for the NE), and NRDP is NE Rural
Development Project.

7 Apoio às Pequenas Comunidades Rurais (Support for Small Rural Communities). 
8 Another facilitating factor for the movement toward CDD were the policy pre-

scriptions widely pursued, chiefly on the part of the multi-lateral lending insti-
tutions like the World Bank, which promoted, inter alia, the scaling back of the
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role of the state, combined with increased privatization. Fukiyama (2004) also
points to the changing role of the state in delivering public services, as a result
of the so-called “Washington Consensus”. 

9 Due to fiscal constraints, the NE States of Alagoas and Minas Gerais, which
were part of the NRDP, were unable to participate in the RPAP. 

10 Social capital can be defined as a stock of knowledge, behavioral practices and
attitudes that are held by the members of a social group, which guides the
social activities in which they participate, in an orderly fashion or not, so as to
resolve a community problem that they identify as a priority (Putnam 1993, van
Zyl et al. 2000).

11 Some variation in elements of the “negative list” occurs between states e.g.
home construction is prohibited in Pernambuco state, yet permitted in
Sergipe.

12 This was likely a result, inter alia, of a natural rationing of finite resources to
benefit the maximum number of households. 

13 See Table 5.4 in van Zyl et al. (2000) for details.
14 Rural electrification is an exceptional case, in that, following completion, these

subprojects are typically transferred to the local electric company, which in
turn accepts responsibility for operation and maintenance of the investment,
in exchange for monthly service charges assessed to individual families.

15 The difference in longevity between the associations was found to be irrelevant
in explaining the variation in CPI results. 

16 See, for example, the Mexican municipal transfers as accomplished under
Ramo 33. Also, Nicaragua, under its National Law no. 463 approved in October
2003, adopted a similar arrangement for financing CDD in its 152 municipal-
ities.

17 In Portuguese, Fundo Estadual de Combate à Pobreza (FECOMP).
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