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Abstract

The thesis examines the effectiveness and relevance of the social fund bottom-up
development model in promoting community participation and enhancing local
institutional capacity within the social, political and institutional context of post-Soviet
Armenia. The thesis uses a case study of the World Bank supported Armenia Social
Investment Fund (ASIF) project. One of the objectives of ASIF was to promote
participation of local communities in their own economic and social development and to
build their capacity for effectively addressing local problems. The research was
conducted in seven rural communities in Armenia. The research found that ASIF was
not successful in promoting community participation and institutional capacity at a
community wide level. It benefited the rural elite, and hence contributed to the

perpetuation of the exiting power structures and inequalities in the local communities.

The research demonstrates that the extent and nature of participation and local
institutional capacity in Armenia are determined by the broader institutional, social and
political context within which communities live and function. In particular, participation
and local capacity are constrained by the governance environment at the macro and
micro levels and high levels of material and social deprivation in local communities.
The research findings question the effectiveness and relevance of the social fund
bottom-up development model. The bottom-up model is based on the cultural view of
institutional change, presuming that changes in the mentality, behavioural patterns and
human capabilities can result in greater participation and enhanced local capacity. The
research concludes that community based interventions may not be effective in fostering
sustainable civic institutions without addressing the structural factors that determine the

ability of individuals to realise their potential and become active agents.
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Chapter One. Introduction

This chapter sets out the rationale for the study and provides an overview of the thesis.
It consists of four sections. The first section presents the objective of this research. The
second section provides the essential contextual background to the study. In particular,
it describes the objectives and principles of community-driven development initiatives
and the economic and social conditions of post-Soviet transition in Armenia. The third
section defines the contribution of the research and introduces the reader to the key
themes of the thesis. The final section provides an overview of the structure and main

arguments of the thesis.

1.1 The Research Objective

This research examines the effectiveness and relevance of the World Bank supported
Armenia Social Investment Fund project (ASIF) in promoting community participation
and enhancing local institutional capacity within the social, political and institutional
context of post-Soviet rural Armenia. The ASIF project supported small-scale projects
(micro-projects) for the rehabilitation of schools, potable water supply networks,
irrigation systems, health care facilities and other small-scale social infrastructure. One
of the objectives of the ASIF project was to promote participation of local communities
in their own economic and social development and to build their capacity in order to
enable them to effectively solve local problems. In assessing the success of meeting this
objective, I assessed micro-project service delivery outcomes and the nature of
institutional responses and social processes stimulated by the ASIF micro-project
interventions at various stages of the micro-project cycle. I then examined how the
ASIF micro-projects influenced the existing levels of community participation and local

institutional capacity in the sample communities.

The central focus of this research is upon the interface between the ASIF’s
developmental interventions and the specific socio-economic, institutional and political
environment of local communities in post-Soviet Armenia. Thus the research identifies
broader socio-economic, institutional and political factors that influence community
participation and institutional capacity in rural communities in Armenia and examines

how ASIF’s bottom-up development model addressed these socio-economic,
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institutional and political factors. The detailed exploration of the interplay between the
ASIF interventions and the local context helped me assess the effectiveness of ASIF
interventions in promoting participation and capacity building in Armenian and distil
specific contextual factors that affected the ASIF micro-project processes, service

delivery outcomes, and participation and capacity building impacts.

In addition to contextual factors, the research identifies broader conceptual issues that
accounted for the specific participation and capacity building impacts of the ASIF
micro-projects. Thus the thesis examines how the key variables of the social fund
model, such as community participation, empowerment, social capital and social
inclusion were understood, conceptualised and operationalised in the ASIF project. The
thesis also focuses on project implementation related issues. In particular, it examines
the extent to which ASIF’s implementation methodologies supported the objectives of
participation and capacity building.

1.2 Situating the Research: Promoting Community Driven Development in
Armenia

Since the mid-1990s, international aid agencies have been advocating and supporting
various decentralised and participatory programmes and projects as a means to improve
service delivery, enhance local self-reliance and empower the poor. At the World Bank,
these programmes and projects are often promoted under the Community Driven
Development (CDD) paradigm. Most commonly, CDD refers to development
interventions that provide local community groups with resources and decision-making
responsibility in order to enable them to pursue their immediate priority needs. CDD is
viewed as a mechanism to support local community groups in delivery of local goods
and services, promote citizen participation and empowerment, and enhance local
governance and local institution building (Dongier et al 2003). CDD encompasses a
broad range of development projects and initiatives, including social investment funds
and similar demand-driven projects, community based natural resource management
schemes, group-based micro-credit programmes and social safety net targeting

initiatives. ' CDD initiatives are often intended to complement state reforms to

' The CDD paradigm originated within the World Bank, at the same time, ‘community-driven’,
‘community-based’ or ‘community-linked’ development has also been actively supported by other
development agencies such as the UNDP, IADB and USAID and many international and national NGOs.
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decentralise the delivery of public services to the lower levels of government. CDD has
become a cornerstone of the World Bank’s Comprehensive Development Framework

and poverty reduction policies.

As of date, the main model designed and used by development agencies, such as the
World Bank and the Inter-American Development Bank (IADB), to promote local
development in many transition and developing countries have been represented by
social investment funds or social funds. Social funds are intermediary institutions that
provide grant financing for small-scale projects (micro-projects) generated and managed
by local agents, including community groups, local governments, non-governmental
organisations (NGOs), local offices of line ministries and other local actors. Social
funds pursue multiple objectives that vary from country to country. Most commonly,
social funds provide finance for construction and rehabilitation of essential social and
economic infrastructure, including schools, clinics, irrigation systems, water supply and
sanitation, roads and communal areas. Social funds have been increasingly seen as
important instruments for strengthening local social capital and institutional capacity
and empowering the poor. In the last decade, the World Bank has financed 108 social
funds and similar demand-driven, multi-sectoral projects in 57 countries. Total World
Bank financing to FY0S5 (planned) is $3.716 billion; with donor and government co-
financing included, the total is estimated at $8.9 billion.? In the Europe and Central Asia
(ECA) region alone, the World Bank has supported sixteen social fund projects in
eleven countries. Social funds represent “one of the first large-scale attempts to
implement a bottom-up model based on locally generated initiatives” (Rawlings et al
2004: 2).

CDD projects and programmes, including social funds, have become popular in the
ECA region since the mid-1990s. In 2000, the World Bank developed a strategy to
‘scale up’ CDD in the ECA region as part of its poverty reduction and good governance

agenda‘.3 CDD activities in the ECA region pursue several objectives. Firstly, CDD is

All these programmes and projects share similar bottom-up, community-based institutional arrangements
for service delivery and capacity building.

2 Available from < www.worldbank.org/socialfunds> [Accessed on 10 June 2005].

? The pilot countries and a pilot sub-region chosen for scaling up CDD include Armenia, Albania,
Romania, Russia, and Central Asia.

* This section synthesises CDD objectives laid out in the World Bank’s CDD Strategy Notes (World
Bank 2000a; 2001a; 2001b) and official publications (World Bank 2000b; 2001c; 2001d).
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promoted to build local institutional capacity, increase local self-reliance and improve
people’s living standards. The administratively and financially weak state institutions in
the region, especially in the low income countries of the South Caucasus and Central
Asia, have been unable to effectively deliver essential services and provide adequate
social protection for the newly impoverished population. Participation of communities
in development efforts is promoted to reduce dependence on central or local
governments and to ensure the delivery of essential services. It is thought that
community-driven service delivery can contribute to local economic and social
development by “ﬁlling a gap in poverty reduction efforts that market-driven operations
and national public sector programs alone cannot cover” (World Bank 2001c: 1).
Secondly, it is thought that community participation can reduce the cost of service
provision and improve the quality and sustainability of local services. Finally, CDD is
promoted in the ECA region for empowering individuals and vulnerable groups, for

building inclusive institutions and for improving local and national governance.

A commonplace assumption behind CDD initiatives is that most post-Soviet countries
lack genuine civic participation and that post-Soviet local institutions are weak and
underdeveloped (World Bank 2000a; 2000b; 2001b, 2001d). It is thought that
ideological restrictions and public sector domination in Soviet times enforced ‘citizen
passivity’ and expectations that authorities should be responsible for the community
welfare. Implicit in this assumption is the idea that the cultural and normative
orientations of citizens, i.e. the ‘Soviet mentality’ factor, present a serious obstacle to
developing active, self-organising communities. Thus, generally assuming that
community level institutions and social capital are weak, CDD initiatives are aimed at
building new community institutions, strengthening social capital and promoting greater
community involvement in local development. This objective of CDD is believed to be
achieved through bottom-up interventions at the local level. It is believed that by
devolving resources and decision-making responsibility to local communities and
supporting their participation in development projects, CDD interventions can enhance

their capacity and willingness to act collectively to pursue their common interests.

In Armenia, the need for poverty reduction policies and effective service delivery and
capacity building institutional arrangements became pertinent after the break-up of the

Soviet Union in 1991. With the dissolution of the Soviet Union, Armenia experienced a
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virtual collapse of its economy, which has had a serious long-lasting effect on the living
standards of the population. Between 1990 and 1993, the country lost about 60 percent
of its GDP (World Bank 2003c: 20). The collapse of the socialist economy resulted in
the fall in real wages and widespread unemployment. At the end of 1993, real average
wages had fallen to about 6 percent of their 1991 level (World Bank 1996b: 2). The
economic growth resumed in Armenia in 1994 at an average GDP growth rate at about
7.5 percent. Although positive growth has allowed a slight economic recovery, real
wages in Armenia are very low and unemployment is widespread. Between 1998 and
2001, the actual unemployment increased from 27 percent to 30 percent of the labour
force (World Bank 2003c: 44). Material poverty in Armenia is severe and persistent,
with about 50 percent of population below the official income poverty line.” The poor
governance environment and social exclusion contribute to the widening of income
inequality and further impoverishment of households and individuals unable to adjust to
the conditions of the market economy (Babajanian 2004). Some of the manifestations of
poverty in Armenia include deteriorating health, decline in fertility and marriage rates,
decreasing school attendance, psychological stress, social dislocation due to economic

migration and human trafficking.

As part of the Soviet Union, Armenia had a highly centralised state dominated by the
Communist Party. The socialist state took full responsibility for the provision of public
welfare.® The foundations of social welfare policy were based upon Marxist-Leninist
ideology. The system of socialist welfare was supposed to be the practical expression of
class solidarity (Dixon and Kim 1992: 4). The promotion of the well-being of the nation
was officially seen as the primary objective of the socialist state, and social security was
a guaranteed ‘constitutional’ right for all Soviet citizens (Wiktorow 1992: 184).
Financial security was provided to all individuals equally through employment, which
was guaranteed to all citizens by the state. An important role in supporting people’s
welfare was played by the pricing structure that subsidised housing, essential public
utilities, and food. The Constitution provided citizens with the rights for free education
and health care. In addition, the Soviet state provided an extensive web of cash transfers

and in-kind benefits, including social assistance for mothers and children, old age and

> This refers to the overall or general poverty line defined by the National Statistical Agency of Armenia
and the World Bank. More discussion on poverty lines follows in Chapter Six.

® For discussion of the socialist welfare system see McAuley (1979; 1981; 1991); Deacon (1983); Dixon
and Kim (1992); and Andrews and Ringold (1999).
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disability pensions, and preferential benefits and services for privileged groups (e.g.,
Party members, model workers, etc.). Despite inefficiencies inherent in the socialist
planned economy,’ the Soviet welfare system achieved substantial progress in the

alleviation of poverty and the reduction of inequality (McAuley 1991: 207).2

The break-up of the Soviet Union has had important political, economic and social
repercussions for Armenia. It has brought an end to the authoritarian Communist regime
and offered an opportunity to form political institutions based on principles of
democratic pluralism. At the same time, the collapse of the socialist economy resulted
in the decline in official income and living standards of the population (World Bank
1999b: 3). Many of the functions of the socialist welfare state stopped or were reduced
‘by default’. The end of open-ended subsidisation of enterprises and the emerging
competition as a result of privatisation meant an end to life-long guaranteed
employment. A wide array of benefits and services that were channelled through state
enterprises and farms were abandoned. The decline in government revenues resulted in
massive cuts in social transfers and the inability of the public sector to sustain essential
social services and infrastructure (World Bank 1999b: 3). The inadequate capacity of
the state to ensure operation and maintenance of important economic and social
infrastructure led to the deterioration of the physical condition of many schools, health
facilities, potable water and irrigation networks throughout the country. This in turn had
disastrous effects with regard to the quality of the services delivered by these

infrastructures and access to these services by the population.

In addition to the ‘natural’ break-down of the socialist welfare state, the stabilisation
and structural adjustment reform programme introduced in 1994 further dismantled the
existing welfare institutions. One of the objectives of the programme was to remove the
inefficiencies of the Soviet planning system and adjust the Armenian economy to the
needs of the market. These reforms entailed reduction in the amount and coverage of

social assistance benefits, rapid removal of subsidies on prices, housing and utilities,

7 See, for example, Kornai’s (1992) comprehensive analysis of the socialist planned economy.

¥ It is diffuclt to assess the extent of real poverty in the Soviet Union because of restrictions on data.
There are estimates suggesting that poverty did exist in the Soviet Union (McAuley 1979; Matthew 1986;
Atkinson and Micklewright 1992). For example, using family budget survey data, Atkinson and
Micklewright (1992: 241) estimate that 14 percent of the population of Armenia fell below the official
minimum consumption basket in 1989 (this estimate may not capture income from informal economic
activities). They also point out that social and regional inequalities of varying degree existed in all Soviet
Republics.
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privatisation and decentralisation of important public services and introduction of user
charges for many public services and utilities. It is likely that such measures
exacerbated social problems and further eroded living standards in Armenia (World
Bank 1996b: 2-3; Babajanian 2004).”

A number of external shocks have also induced high social cost for the population and
created an enormous social and economic strain on the Armenian state. The devastating
earthquake of 1988 left one fourth of the country in ruins and 100,000 people
homeless.'® The continuing effects of the earthquake still present a major challenge to
the economic and social recovery of Armenia. Currently, 14,000 households still live in
temporary housing (domiks) in the earthquake area. The 1988-94 military conflict with
Azerbaijan over Nagorno Karabakh induced more than 300,000 ethnic Armenian
refugees from Azerbaijan and an estimated 60-70,000 internally displaced people from
border areas. More than 10,000 refugees still live in temporary shelters and experience
extreme material and social deprivation. Many important infrastructure facilities, such
as schools, clinics, hospitals, potable water networks and irrigation systems. in the

earthquake area and the bordering areas with Azerbaijan suffered significant damages.

It was against this backdrop of extreme material, human and social deprivation, that the
World Bank supported the Armenia Social Investment Fund (ASIF) project. The ASIF
project provided grant finance for small-scale micro-projects for the rehabilitation of
schools, potable water supply networks, irrigation systems, health care facilities, village
access roads and other local infrastructure. In 1996-2000, ASIF supported 300 urban
and rural communities in Armenia. The ASIF project was financed through a $20
million World Bank concessional credit. In January 2001, it was followed on by the $30
million ASIFII project. The key mission of ASIF was to help local communities quickly
and effectively rehabilitate important local infrastructure and gain or improve access to
essential services. Another important objective of ASIF was to promote local self-
reliance through promoting community participation, building the capacity of local

communities and strengthening partnerships between local governments and community

° There is currently little literature documenting the social impact of structural adjustment reforms in
Armenia. See Babajanian (2004) on the impacts of cost recovery measures in health and utilities sectors.
19 According to the October 10, 2001 population census, Armenia’s permanent population is 3.2 million
and the present population is 3 million. The census suggests that more than 700,000 Armenians emigrated
between 1993 and 2000 (NSS 2002: 115).
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groups. ASIF was conceived to serve as a ‘vehicle’ for community development in
Armenia. Armenia was the first country in the former Soviet Union to introduce a social
fund, and it served as a model for other social funds in the region. The ASIF project was
considered one of the ‘success stories’ of the World Bank, and it was one of the ten
‘flagship’ projects, the status of which was directly reported to World Bank President
James Wolfensohn.

1.3 Key Themes and Contributions of the Research

This research makes a number of original contributions to knowledge. Thus, it
specifically contributes to the existing knowledge about the ASIF project and expands
the empirical and theoretical knowledge about social funds and other community-driven

projects generally.

This research contributes to expanding the knowledge base about the ASIF project. It
examines the processes of community participation in the ASIF micro-project cycle,
micro-project service delivery outcomes and the impacts of the ASIF micro-projects on
community participation and institutional capacity. ASIF’s impact on community
participation and institutional capacity has not been sufficiently explored and
understood. ASIF has carried out two beneficiary impact assessments (ASIF 1997,
2000). These assessments mostly focus on ASIF’s contribution to improving quality of
and access to essential social and economic services. These assessments do not provide
rigorous evidence for making definitive conclusions about the specific effects of the
ASIF micro-projects. It is not clear from these how ASIF micro-projects exactly
affected community participation, social organisation and local institutions in
beneficiary communities. In addition, these studies do not identify important contextual
factors that account for the specific micro-project outcomes. They do not contain in-
depth analysis of local social relations, power dynamics and institutional structures of

local communities in Armenia. Thus this thesis fills that gap.

More generally, this research allows theoretical generalisations and ‘lesson-drawing’
about the effectiveness and relevance of social funds for inducing institutional change in
particular development contexts. Lewis and Ritchie (2003: 267) suggest that there are

various interpretations of theoretical generalisations. Some researchers believe that such
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generalisations must be truly universal and context-free, others stress the importance of
contextually bound theories. Careful context-specific studies that establish patterns of
success and failure in particular social, political and cultural settings can help building
theoretical generalisations and drawing lessons for more general application. This
research generalises to theories of social funds and of other community-driven projects
and contributes to theory building in the field of social development. In particular, the
research distils types of impacts, patterns and processes, which social funds and similar
community-driven interventions can incur within specific contextual settings. These

theoretical generalisations have immediate relevance for policy and practice.

This research expands the existing empirical and theoretical knowledge base about the
participation and capacity building effects of social funds. There has been little research
carried out to understand the participation and capacity building effects of social funds.
In particular, the long-term impact of social funds on existing forms and nature of
participation, social organisation and local institutions has not been sufficiently
explored. The main instrument for assessing the impact of social funds is beneficiary
impact assessments (BAs). BAs are commissioned by most social funds as part of their
on-going project monitoring and evaluation efforts. Social fund BAs are mostly
concerned with the assessment of micro-project processes and beneficiary perceptions
of micro-project benefits, and have limited focus on long-term social and institutional
impacts. Many BAs are based on quantitative surveys, and do not reveal the complexity
of institutional and social relations at the local level. BAs are normally conducted
during the life of the social fund project and/or shortly after its completion, and they are
most likely to document the most immediate effects of social funds. The World Bank’s
review of social fund BAs did not generate much information about the participation
and capacity building effects of social funds. It suggests that “the longer-term effects of
social fund projects on community capacity are little understood and deserve further
research” (Owen and Van Domelen 1998: 32).

The World Bank has conducted two major cross-country evaluations of social funds,
which have limited focus on participation and capacity building effects of social funds.
The World Bank’s 2001 cross-country evaluation of six social funds (Rawlings et al
2004) mostly concentrates on social fund impacts on infrastructure sustainability,

poverty targeting, cost-efficiency and human welfare. As of date, the evaluation of
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social funds by the World Bank’s Operations Evaluations Department (OED) (OED
2002) is the main study that explicitly discusses the effect of social funds on local social
capital and organisational capacity. The OED evaluation is based on the results of
household surveys, and a synthesis of findings of qualitative assessments of several
social funds, including OED’s evaluation of FOPAR in Argentina and the study of the
Jamaica Social Investment Fund (Rao and Ibéiiez 2003). The OED evaluation provides
some interesting indications about the impacts of social funds on social capital and

organisational capacity. The findings of the OED evaluation are discussed in this thesis.

This research contributes to our understanding of participation and capacity building
impacts of CDD and other community-driven projects. In particular, many of the
research findings can be relevant to other types of community-driven initiatives that
share the social fund bottom-up model for promoting participation and capacity building.
Participation and capacity building effects of CDD and other community-driven
projects have not been sufficiently researched and understood. Cleaver (2001: 36)
argues that “there is little evidence of the long-term effectiveness of participation in
materially improving the conditions of the most vulnerable people or as a strategy for
social change”. She concludes that while there is some evidence for efficiency, the
evidence with regard to empowerment is rather “reliant on assertions of the rightness of

the approach and process rather than convincing evidence of outcomes”.

The World Bank’s review (World Bank 2002a) of CDD in Central Asia concludes that
the types of impact of these projects are not clear, and there is no evidence to indicate
whether the CDD approach is more effective than traditional approaches. One of the
reasons for the lack of clarity is the lack of systematic and rigorous impact evaluation.
The review maintains, “Neither documents nor interviews yield many lessons regarding
what works, what does not work, and what was the result of an activity or series of
activities. Analysis seems to be limited to descriptions of field challenges as they
emerge, it is not clear that there has been much effort made to understand the social
origins of the challenges or their implications, or to articulate insights gained from the
experience of dealing with them” (World Bank 2002a: 9). Mansuri and Rao (2003: 22)
in their review of the evidence on CDD activities for the World Bank conclude that

“few studies have attempted a rigorous and credible evaluation of the social impact of
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CDD projects”, and that there is little evidence available on the propensity of CDD to

enhance sustainability and improve social capital.

The central focus of this research is upon the contextual setting of rural communities in
post-Soviet Armenia. Thus, the research assesses the impacts of the ASIF micro-
projects on participation and capacity building within the specific institutional, social
and political context of Armenia. Williams (2004: 95) argues that there is a need to
research the institutional impact of participatory techniques and programmes within a
broader contextual environment. He goes on to say, “Both proponents and critics alike
have perhaps focused too much on the minutiae of participatory methods and events,
and too little on their wider context”. Donor evaluations of CDD and other community-
driven projects are often preoccupied with technical issues concerning design, planning
and implementation methods. They tend to explain project outcomes by shortcomings in
the design and implementation, with little focus on the specific interface between the

design and implementation issues and the existing contextual environment.

This study adopts an institutional approach. It presumes that in order to promote
participation, development interventions must induce institutional change. Thus, in
order to become a ‘normal’ way of getting things done, participation must be
institutionalised. This implies that development interventions must promote a change in
the existing institutional and organisational arrangements for service delivery, problem-
solving and decision-making in the contexts where participation is not an accepted or
usual way of getting things done. This research challenges the cultural theory of
institutional change. In particular, it finds that the bottom-up development model alone
may not be an effective policy instrument for promoting institutional change to support
meaningful participation and enhance local institutional capacity. The bottom-up model
is based on the cultural theory, which presumes that changes in the mentality,
behavioural patterns, social norms, and technical and organisational skills and abilities
can translate into greater community participation and self-reliance. The research
concludes that other factors, such as the institutional environment and socio-economic
conditions, play an important role in affecting participation and shaping local social

relations.

21



The thesis critically reviews the current conceptualisation and application of the notion
of social capital in development practice. The thesis argues that the ‘social capital’
framework used by development agencies is not adequate for analysing conditions
affecting participation, but mainly suggests a framework for analysing co-operation. In
particular, the research shows that the availability of social capital (i.e., relations of trust
and reciprocity and social networks) in a community may not necessarily translate into
community participation. The thesis suggests that development interventions that focus
on building social capital as a means to promote participation may not be effective

without addressing broader structural factors affecting participation.

This research contributes to expanding the existing knowledge base and theories on
civil society and community participation in Armenia and in other post-Soviet countries.
The dominance of the Western model of civil society and the compartmentalisation of
the study of civil society and community participation have contributed to the rigid and
superficial understanding of the concept and the substance of civil society and
participation in post-Soviet countries. Western views and perceptions, which often
significantly influence local views and perceptions, dominate the academic and
professional spheres.'! The prevailing opinion is that civil society was subjugated by the
Soviet regime, which suppressed any civic activism and initiative in its citizens. As a
result, the regime produced passive citizens, reliant on the state and unable to undertake
independent action to solve their problems. This thesis demonstrates that community
participation in Armenia exists, although its forms and manifestation are different from
the Western model of citizen participation and civil society. This thesis provides
explanations for the specific forms, nature and limitations of participation in Armenia. It
disproves the cultural argument, and asserts that the limits to civil society are rooted in

the post-Soviet institutions.

'" Thus, there are ‘parallel’ narratives about community participation in Armenia. Many Armenian civil
society and community development practitioners repeat the Western assertions about the lack of civil
society in Armenia, either because they find the logic behind the Western argument compelling, or
because advancing the ‘local’ understanding of the concept with their foreign counterparts can be difficult.
When I asked an experienced Armenian community development specialist whether there is such a thing
as ‘community participation’ in Armenia, he replied: “Well, if you were asking me this question as a
foreign consultant, I would have said ‘no’. As you are Armenian, I can tell you that there is community
participation in Armenia, and it has various manifestations in different communities, but foreigners would
not really understand it”.
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This research provides rich description and analysis of institutional and social relations
in rural communities in post-Soviet Armenia. What are the existing forms and nature of
community participation, social capital and local institutions in Armenia? How do
people pursue their interests and identities and influence important decisions that affect
their lives? How do people get things done in local communities? What are the norms
and values that govern relations among community members and between community
members and their leaders? Local institutions in Central Asia historically have been
more visible and discernible than those in Armenia. This is perhaps one of the reasons
that local institutions and communal practices in Central Asia have received some
international attention (Roy 1999, 2000; Kandiyoti 1998a; Freizer 2004; Earle 2004)
and have been explicitly recognised by development agencies. The locally existing
ethnographic knowledge about Armenian communities has not been adequately
systematised and framed so as to be useful for informing development projects and
policies. This study unpacks the notion of the Armenian community from the
institutional social development perspective. Thus, it views communal practices not as
traditional legacies, cultural attributes or coping mechanisms, but rather as local

institutions that perform important social, economic and political functions.

This study adopts an in-depth qualitative approach. In her review of the analytic
approaches to the study of post-socialist Central Asia, Kandiyoti (2002) argues that
ethnographic approaches to post-socialism can provide especially valuable information
about pathways of transition. In particular, studies of how local practices and
institutions respond to macro level institutions and policies can reveal a nuanced picture
of the strains and complexities of post-socialist reality. By documenting the existing
institutional and social relations in post-Soviet Armenian this thesis contributes to the
understanding of the governance system in the country and the effects it has on the local

communities’ functioning and livelihoods.

This thesis has drawn upon a number of various literatures to develop the theoretical
bases and conceptual framework for the research. It uses literature produced within
various disciplines, including development studies, transitology, new institutional
economics, and political science. This study places the theories of post-socialist ‘social
networks’ within the social development framework of ‘livelihoods’ and ‘participation’.

In particular, it considers informal social networks not simply as Soviet legacies, but as
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part of the civic sphere that provides citizens with a means to sustain livelihoods and
pursue their objectives. This thesis also builds on global theories of social development
and political science in order to locate the research. In particular, its conceptual
framework is based on the synthesis of current debates on participation, empowerment,

social capital, civil society and institutional change.

1.4 Thesis Structure and Main Arguments

Chapter One situates the research question and describes the objectives and key foci and

contributions of the research.

Chapter Two outlines the theoretical and conceptual foundations of the research.
Drawing on global literature, it focuses on theories of participation, empowerment,
social capital and collective action. The chapter discusses a number of agency related
and structural factors that can influence the design and implementation of community-
driven projects. It argues that a key factor affecting the outcomes of community-driven
projects is associated with the specific understanding and interpretation of participation
by a donor agency and methodologies employed for promoting participation and

capacity building.

Based on the review of theories and concepts, this chapter constructs a conceptual
framework for situating this research. This thesis adopts the wider definition of
participation as empowerment, which can be understood as a state of social and
institutional organisation in which citizens are enabled to influence and control
decisions that affect their lives. This conceptualisation of participation is based on the
notions of citizen rights, inclusiveness and democratic accountability. I use the term
‘civic participation’ to refer to empowered participation, and use it as a normative
benchmark in analysing and interpreting the research data. Having set a broader
conceptual framework in this chapter, the thesis then examines how the key variables of
the social fund model, such as community participation, empowerment, social capital
and social inclusion were understood, conceptualised and operationalised in the ASIF

project.

24



The chapter examines the commonplace assumptions by Western donors and scholars
about civil society and community participation in post-Soviet countries, and reviews
evidence on the existing forms and manifestations of civil society in the region. The
chapter demonstrates that despite the existing misconceptions, both associational and
communal forms of civil society indeed existed in the Soviet Union, although their
substance and manifestations were different from the commonly accepted Western
notions of civil society and participation. The research then tests the existing
preconceptions about the post-Soviet civil society and community participation by
exploring the nature of institutional and social relations and patterns and nature of

community participation in the sample communities.

Finally, the chapter examines theories of institutional change and their implications for
promoting community participation and civil society. It suggests that the cultural view
of institutional change, which underpins community-driven projects, including social
funds, does not attach importance to broader political and governance issues that affect
local participation. The chapter maintains that the governance environment, the quality
of public institutions and strong state-society linkages are crucial for fostering civic
institutions. This raises questions about the effectiveness and relevance of social fund
projects based on the cultural view of institutional change. The thesis then investigates
whether the ASIF project based on the cultural model of institutional change promoted
change in the existing institutions and local social organisation in the sample

communities.

Chapter Three reviews the key design features and operating procedures that most social
funds share. Based on agency and project literature, this chapter deconstructs the key
hypotheses and assumptions underlying World Bank supported social fund projects. In
particular, it presents the main hypotheses and assumptions behind the social fund
bottom-up model for promoting participation and capacity building. This model
assumes that participation in the micro-project activities can improve knowledge, skills
and abilities of community members, contribute to individual empowerment, and
enhance local social capital, which will translate into increased participation and
institutional capacity of local communities. I use these assumptions to construct the
research framework and define the key indicators for assessing the processes and

impacts of the ASIF micro-projects in the sample communities.
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Chapter Four reviews the objectives, design, micro-project implementing principles and
operational procedures of the ASIF project. Based on project documents and interviews
with the ASIF staff, this chapter provides an overview of ASIF’s participatory
mechanisms, appraisal criteria and performance indicators. The chapter shows that
participation and capacity building were among the stated objectives of the ASIF
project. ASIF required beneficiary participation throughout the micro-project initiation
and identification, planning and preparation, implementation, and evaluation and
monitoring. ASIF developed a number of participatory implementing principles and
operating procedures to ensure the involvement of community residents on the micro-

project cycle.

Chapter Five provides an account of the research design, key methods and the process
of this research. The chapter presents the central research question, and how I set about
answering it. Based on Chapters Three and Four, this chapter distils the main
hypotheses and assumptions underlying ASIF as a development model for promoting
community participation and capacity building, and identifies indicators for measuring
the impact of the ASIF micro-projects in the sample communities. It presents the

methodological, ethical and moral challenges that I faced during my research.

Chapter Six examines the socio-economic, institutional and policy context of the
research. Using documentary sources, it highlights the existing poverty situation and the
general institutional and governance environment in Armenia. The chapter provides an
overview of decentralisation in Armenia, with a particular emphasis on the irrigation
decentralisation reform. The chapter argues that in addition to the low economic
productivity, other factors such as poor governance, structural inequalities and social
exclusion are key determinants of poverty and income inequality in Armenia. It
maintains that the weak financial and institutional capacity of the Armenian state
prohibit it from designing and financing effective social policy measures that would
enhance people’s welfare. The chapter shows that decentralisation of local management
and service delivery tasks to local governments in Armenia was not accompanied with
delegation of full discretionary power over local development, sufficient administrative

capacity and financial resources.
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Chapters Seven, Eight and Nine present the analysis of the main empirical findings of
this research and form the core of this thesis. Chapter Seven examines socio-economic
conditions, patterns of national, regional and local governance, the existing local
institutions, forms and nature of participation, the intensity of empowerment of local
residents, social capital, and institutional capacity in rural Armenia. It concludes that
‘participation’ in the sample communities was not accepted as a ‘normal’ or ‘usual’
method for service delivery, problem-solving and decision-making. The prevailing
institutional arrangements for getting things done in the sample communities were
reliance on authorities, social networks and informal payments. The chapter
demonstrates that the limited community participation in the sample communities was
not conditioned by the weakness of social capital and/or attitudinal factors. It suggests
that the nature of governance both at the macro and micro levels largely affects the
existing local institutions, the forms and nature of community participation and the

intensity of empowerment in Armenia.

Chapter Eight discusses the service delivery outcomes and processes of the ASIF micro-
projects in the sample communities. This chapter shows that the ASIF interventions did
not alter the existing local institutions, which determined the existing forms and nature
of participation and problem-solving mechanisms in the sample communities. The
existing local institutions themselves determined the processes and service delivery

outcomes of the ASIF micro-projects.

Chapter Nine provides analysis of the impact of the ASIF micro-projects on community
participation and local institutional capacity in the sample communities. The research
findings presented in this chapter indicate that the intensity of empowerment and the
existing forms and nature of participation of community members in development
activities remained unchanged after the ASIF micro-projects. This chapter shows that
the ASIF interventions did not induce a change in the existing institutional service
delivery, problem-solving and decision-making mechanisms in the sample communities.
The ASIF micro-projects helped strengthen and reinforce the existing local institutions

and social relations in the sample communities.

Chapter Ten provides interpretations and explanations of the research findings and

implications for policy and practice. The chapter discusses the relevance and
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effectiveness of the social fund bottom-up model in promoting community participation
and capacity building within the specific contextual setting of the sample communities.
It presents the key factors that accounted for the specific participation and capacity
building impacts of the ASIF micro-projects. Firstly, the chapter argues that the design
of the ASIF project did not adequately address the local institutional, political and
socio-economic context of Armenia. Thus, ASIF’s bottom-up development model
overlooked the importance of the broader structural and institutional constraints that
shaped local institutions and affected people’s decisions to participate. Secondly, the
chapter argues that the concepts of participation, empowerment, social capital and social
exclusion were not adequately understood and operationalised in the ASIF project.
Thirdly, ASIF’s implementation methodologies did not adequately support the
objectives of participation and capacity building. The chapter then discusses the
implications of the specific participation and capacity building impacts of the ASIF
micro-projects for local development in Armenia. Finally, it draws implications and

challenges for development policies and practices.
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Chapter Two. Theoretical Underpinnings and Conceptual Framework

This chapter provides the conceptual framework and theoretical foundations for the
research question. It comprises five sections. The first section reviews the key concepts
and theoretical assumptions that underpin community-driven initiatives. In particular, it
reviews theoretical debates around the notions of participation, empowerment, social
capital and collective action. The second section discusses some of key agency and
context related factors that influence the design, implementation and outcomes of
community-driven projects. The third section discusses the concept of civil society and
its current application by Western donors, and examines the existing overlap between
the concepts of community participation and civil society. The fourth section examines
how civil society and community participation in the former Soviet Union have been
conceptualised and understood in the existing literature and development projects. It
provides a review of empirical evidence about the existing forms of social organisation
and participation in the Soviet and post-Soviet periods. The fifth section reviews
theories of institutional change and their implications for promoting community
participation and civil society. Finally, based on the review of theories and concepts,

this chapter constructs a conceptual framework for situating this research.

2.1 Community Driven Development: Concepts and Theories

This section reviews the existing theoretical debates around the notions of participation,
empowerment, social capital and collective action. The particular understanding and
conceptualisation of these terms have immediate relevance for the design,
implementation and outcomes of development projects supported by donor agencies and
governments. These debates have formed the theoretical and conceptual foundations of
this research, and have helped me conceptualise and operationalise the main variables of
the research. Chapter Ten revisits the main debates presented in this chapter in the light

of the fieldwork findings.

2.1.1 Community Participation

The World Bank’s CDD as well as other community-driven or community-based

development initiatives are based on the theories of community participation. The
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notion of participation stems from Western political theories and reflects the notion of
democratic governance, in which ordinary citizens can participate in decision-making.
According to the Western model of pluralist democracy, formal democratic institutions,
such as multi-party systems, parliamentary structures and mechanisms of representative
democracy, should also be supplemented by strong civil society, a network of
participatory institutions at all levels and vertical consultation mechanisms. Midgley
(1986a: 15) suggests that the notion of ‘community participation’ was originally
influenced by the theory of ‘neighbourhood democracy’ (Dahl and Tufts 1974) in its
advocacy for the creation of small-scale institutions for the realisation of political
aspirations in the villages and urban neighbourhoods in developing countries.
Community participation was also influenced by the populist ideas stating that virtues
reside in the simple people, who are often neglected or suppressed. In particular, the
community-based approach to development was influenced by the work of populist
radicals Saul Alinsky (1971) and Paulo Freire (1970; 1972; 1974) in the early 1970s.
The work of Robert Chambers (1983; 1997) was crucial in promoting the participation
agenda in the 1980s and 1990s.

Community participation became a mainstream development tool with the ‘community
development’ movement in the 1950s and 1960s. These programmes and projects,
which were administered by national governments and regional authorities, were
heavily criticised for their top-down approach and the lack of sensitivity to local needs
(Korten 1980: 482; Hall and Midgley 2004: 74-75). The criticism of community
development initiatives and the recognition of state failures to address the needs of the
poor, resulted in the emergence of a ‘community participation’ approach, which placed
a greater emphasis on the ‘bottom-up’ or grassroots-driven development. This approach
was largely influenced by international NGOs, which argued that generating local self-
sufficiency and self-reliance would allow people to look after their own welfare rather
than to rely on the state (Nelson and Wright 1995: 3). Throughout the 1970s and 1980s,
international donor agencies supported infrastructure and social services projects with
‘community participation’ components. This approach delegated tasks for project
design and delivery to local community groups or NGOs. These projects too were
criticised for their superficial conceptualisation and usage of participation. In particular,
critics claimed that participation in these projects was restricted to the execution phase

of projects and took the form of voluntary labour contribution and resource mobilisation
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(Oakley 1991). In the mid-1990s, the notion of participation was revamped and

reintroduced as a major development paradigm under the CDD agenda.

The theories and practices of community participation have traditionally made a
distinction between social and political forms of participation. In its emphasis on the
local affairs, community participation is considered different from the notion of
‘popular participation’, advocating involvement in the political and socio-economic
affairs of the nation (Midgley 1986a: 23). Gaventa and Valderrama (1999: 2)
distinguish between two forms of participation: community or social participation and
political participation. The notion of community or social participation refers to direct
beneficiary participation in development, mostly outside the political and governance
sphere.'? Political participation focuses on the interactions of citizens with the state
through the mechanisms of indirect participation (for example, through voting, political
parties, campaigning, contacting power holders, lobbying, attending meetings, group

action and protest movements).

The concept of community participation by itself has historically accumulated various
meanings, which are imbued with different ideologies and influenced by people and
organisations. In terms of its origin, one can classify participation as ‘spontaneous’ and
‘induced’ (Oakley and Marsden 1984: 18), or as ‘voluntary’ and ‘coerced’ (Cohen and
Uphoff 1980: 224). Spontaneous participation is grassroots-driven, and it is based on
local initiative and voluntary action. It occurs when people organise without the
involvement of external agents. The induced form of participation is sustained due to

the project requirements and funding support of donor agencies.

One can distinguish between participation in development projects and programmes,
and participation in local development. The latter extends beyond the boundaries of
development projects and programmes. I refer to it as ‘institutionalised’ participation, as
it represents a feature of social and institutional organisation of a society. These two
types of participation can overlap as individuals can participate in development projects
and programmes as part of institutionalised participation in local development. At the

same time, community members may be given full control over resources and decision-

12 1n this form of participation, beneficiaries may also be represented by a group or a person selected to
act on their behalf.
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making through donor intermediation over the period of a project’s duration. This,
however, does not necessarily imply that the extent and nature of their participation
would remain the same after the completion of the project. In this case, participation

tends to have short-term ‘donor or project-driven’ character.

According to the nature of people’s involvement in development projects, participation
can be classified as ‘passive’ and ‘active’ (Oakley and Marsden 1984: 22). The passive
form refers to the involvement of local people in the contribution of resources and
labour (Oakley 1991: 8). It is often described as ‘pseudo-participation’, as community
involvement is limited to implementation or ratification of decisions already taken by
external bodies (Midgley 1986a: 26). Active participation refers to community group
authority and control over decisions and resources (Narayan and Pritchett 2000: 285).
Midgley (1986a: 26) describes such participation as ‘authentic’. According to the World
Bank’s definition (World Bank 1996a), participation is the ability of people to influence
decisions that affect their lives. In this definition, participation by its intensity can vary
from ‘listening’ and ‘consultation’ (weak intensity) to ‘collaborative decision-making’
(high intensity) (World Bank 1996a: 11).

According to its objectives, participation in development projects has been classified as
a ‘means’ and as an ‘end’ in itself (Oakley and Marsden 1984: 27; Nelson and Wright
1995: 1; UNDP 1997: 4). Participation as a means is viewed as an input to a
development activity. For example, participation can be a means to accomplish the aims
of a project more efficiently, effectively and cheaply (Nelson and Wright 1995: 1).
According to Midgley (1986b: 9), such participation is ‘instrumental’, as its goals are
limited to identification of people’s needs and mobilisation of local resources.

(13

Participation as an end denotes “a process, the outcome of which is meaningful
participation” (Oakley and Marsden 1984: 27). In this approach participation in projects
has a ‘developmental’ objective (Midgley 1986b: 9). It is promoted to empower people

to participate in local development.

There are three main stated objectives for which community participation in local
development is currently promoted through the World Bank’s CDD initiatives. Firstly,
participation in local development is often viewed as a tool for effective and efficient

service delivery (Dongier et al 2003: 6). It is thought that participation of community
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groups in the delivery of certain goods and services can lead to successful development
outcomes (more detailed discussions follows further in this chapter). Secondly,
participation is promoted to increase local self-reliance and self-sufficiency and promote
local development. It is believed that community-based development can effectively
compliment market and public sector activities and contribute to poverty reduction
(Dongier et al 2003: 4). These objectives of participation are often associated with the
neo-liberal strategies of international development agencies to “roll back the state” and
promote alternative solutions to service provision and delivery based on the private
market and voluntary sectors (Mayo and Craig 1995: 4). Finally, participation is
promoted for enabling people to exercise voice and control their own development and
for making development more inclusive (Dongier et al 2003: 7). Participation in this
view is seen as the ability of individuals to be involved in the social, economic and
political life of their communities and have long-term access to resources and decision-
making. This definition of participation is often equated with the concept of

empowerment (discussed in detail in section 2.1.3).

2.1.2 Community Participation in Service Delivery

Participation is often viewed as a tool to improve service delivery outcomes. The
growing interest among development professionals, academics and government officials
in alternative service delivery and poverty reduction mechanisms has been triggered by
the renewed awareness of the failure of centralised state methods and traditional top-
down development approaches to effectively deliver essential services and respond to
the problems and needs of individuals and communities. Local communities are thought
to be in a better position than the markets and central governments in providing certain
goods and services and delivering economic benefits to the poor (Dongier et al 2003: 4-
5). The potential of local communities is thought to be especially great for the delivery
of goods and services that are small-scale and that require local co-operation, such as
many common pool goods and public goods. For example, there is evidence that
participation of community groups and organisations in delivering and managing local
potable water, sanitation and irrigation services can lead to successful development
outcomes, such as more customised results, greater cost effectiveness and enhanced
sustainability (Narayan 1995a; Isham et a/ 1995; Katz 1997; Lam 1998; Uphoff 1996;

Subramanian et al 1997).
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A number of arguments have been put forward as to why communities can be more
advantageous in delivering certain local goods and services (Esman and Uphoff 1984:
24-26; Ostrom, 1990, 1992; Bardhan 1996: 140-141; Dongier et al 2003: 5). It is argued
that due to their on the ground presence communities may enjoy informational
advantage that outsiders lack. Firstly, local communities are assumed to have far more
complete knowledge regarding local conditions and needs than a bureaucratic agency.
Such knowledge is necessary for the customised design and planning of services, the
effective and efficient conservation of natural resources and the maintenance of local
infrastructure. Secondly, in community-based delivery systems, the local agents who
make key decisions and carry out decentralised tasks are often the users themselves, or
they are selected and are held accountable by the users. Therefore, there is a higher
likelihood that goods and services delivered reflect local priorities and preferences.
Thirdly, the involvement of beneficiaries in the design, planning and management of
local investments can also help to ensure local ownership and enhance sustainability of
investments. Finally, the availability of local social capital (defined as relations of trust
and reciprocity) can help effectively resolve collective action problems and successfully

perform decentralised tasks.

In community-based development, the task of delivery (production) of goods and
services can often be combined with the provision (financing) responsibilities (Ostrom
et al 1993: 74-75). Decentralisation of provision responsibilities to local communities
through user charges and contributions of voluntary labour, cash or materials has been
especially encouraged by aid agencies and governments in potable water and irrigation
sectors. It is believed that local co-financing and cost-sharing can improve the quality
and sustainability of services. Community contributions are thought to ensure that
investments are responsive to the local demand; the fact that people have a financial
stake in a project will result in appropriate cost and service level choices being made -
all of which can enhance community ownership and the commitment to provide
necessary operation and maintenance (Dongier et a/ 2003: 20; Binswanger and Aiyar
2003: 13).

A significant motive for decentralisation of service provision is to diminish fiscal

burden of central governments and increase public sector efficiency (Rondinelli et al
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1989: 70-71; Mayo and Craig 1995: 4). Co-financing arrangements are seen as a
- mechanism to “stretch scarce public financial resources over a grater number of
communities and subprojects” (Dongier et al 2003: 19). Binswanger and Aiyar (2003:
29), for example, suggest that in order to reduce the fiscal costs when scaling up CDD,
communities can be asked to contribute 15-40 percent of subproject costs. On the other
hand, it is believed that cost-sharing arrangements can ensure the delivery of local
services by mobilising the necessary resources for operation and maintenance and
reducing dependence on central, regional or local governments that are often unable to

meet these costs (Dongier ef al 2003: 20).

2.1.3 Community Participation and Empowerment

The World Bank’s Empowerment and Poverty Reduction Sourcebook (World Bank
2002b: 11) defines empowerment as “the expansion of assets and capabilities of poor
people to participate in, negotiate with, influence, control, and hold accountable
institutions that affect their lives”. The key elements of empowerment are access to
information, inclusion and participation, accountability and local organisational capacity
(World Bank 2002b: 14). The World Bank (2003a: 6-7) defines four sequential forms of
empowerment, ranging from weak to intense. These include: (a) passive access defined
as the capacity to be present (but not necessarily exercise voice), (b) active participation,
in which people can exercise voice (but not necessarily exercise influence), (c) influence,
defined as the capacity to influence an agenda, and (d) control, a position of ‘ultimate
power’, when people are free to make choices and transform them into desired actions
and outcomes. The extent to which actors are empowered is thought to depend on their
asset base (agency) and the institutional context (opportunity structure) at the local,
regional and national levels (World Bank 2003a: 3; Holland and Brook 2004: 94).
Assets include skills, education, information, local organisational capacity,
psychological resources, and financial and material resources of individuals or groups.
The institutional context refers to formal and informal rules that determine access to

assets and the use of those assets.

Development agencies in their rhetoric have been actively advocating empowerment as
a poverty reduction instrument. The new approach to poverty outlined in the World
Development Report 2000/2001 (World Bank 2000c) is based on promoting
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opportunity, facilitating empowerment, and enhancing security. This approach is based
on the acknowledgement by the World Bank of the multidimensional nature and
structural causes of poverty. In particular, this view assumes that poverty is not just a
lack of material resources, but powerlessness or the inability to influence the forces that
shape people’s livelihoods. It is argued that by devolving resources and decision-
making responsibility to communities and supporting their participation in development
projects, community-based approaches can enable the poor and socially excluded with
greater voice and more opportunities to more actively participate in and control their
own development (Dongier et al 2003: 7). It is also believed that enhancing citizen
participation and strengthening local associations can increase people’s voice and their
engagement in the public sphere, and improve the responsiveness and accountability of

authorities and the overall governance environment (World Bank 2003b: 2).

The notion of empowerment is linked with the issue of citizenship and rights. The
concept of citizenship has been fundamental to understanding and justifying the
functioning of the modern welfare state in Europe.'® The work of T.H. Marshall (1950)
linked fulfilment of social rights with the obligation of the state towards its citizens. The
growing acceptance of the rights-based approach to poverty reduction has been largely
influenced by the works of Amartya Sen. Sen’s (1981) work on entitlements and
capabilities stresses that what counts is not what (poor) people possess, but what it
enables them to do. The entitlement concept draws attention away from the mere
possession of certain goods, towards rights, the command people have over goods,
using various economic, political, and social opportunities within the legal system. In
his Development as Freedom work, Sen (1999) argues that freedom is the major
precondition for enhancing the well-being of the poor, and views expansion of freedom

as both the end and means of development.

The ‘rights-based approach’ to development emphasises the importance of human,
political and social rights and the commitment by states to ensure those rights (Moser
2004: 35).! This approach demonstrates a shift from a needs-based approach to poverty

reduction, in which provision of support was justified by the needs and not entitlements

1% For a comprehensive review of the concept of citizenship in development see Jones and Gaventa (2002)
and Kabeer (2002); and for a discussion of citizenship from a feminist perspective see Lister (1997).
' The conceptual foundation for the rights-based approach was laid in UNDP (2000a) and DFID (2000).
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(Nyamu-Musembi and Cornwall 2004: 2). The rights-based approach has a political
nature. Lister (1997: 38) conceptualises citizenship through the idea of ‘human agency’,
which views individuals “as autonomous, purposive and creative actors, capable of
choice”. For Lister, citizenship is a dynamic process, which embraces individual rights
and political participation. Being an active citizen implies not only carrying certain
rights, but also using these rights to express human agency in the political sphere in
order to obtain new rights. Gaventa (2004: 34) goes on to argue that as citizenship in
this approach is understood as participation in political, social and economic life, the
“right to participation”, or “participation as freedom”, becomes a pre-condition for
claiming and fulfilling citizenship rights. Rights in this approach are understood not
simply as formal laws and regulations, but as a “political tool for use in the dynamic
process of claiming resources and ensuring justice” (VeneKlasen et al 2004: 10). Thus
participation in this approach is conceptualised as a process in which individuals are
empowered to take part in decision-making over resources, claim their rights and hold

the authorities responsible for ensuring their rights.

Central in the concept of participation as empowerment is the notion of power. Oakley
and Marsden (1984: 25) describe participation as a process of ‘achieving power’, in
which power refers to “access to, and control of, the resources necessary to protect
livelihood”. The concept of power has been extensively discussed in social and political
theory.'® The notion of power can be conceptualised in different ways,'® and it can be
applied in relation to an individual, household, community and a wider economy. Power
is about “access to resources, control of the elements and processes of production, and
rights to dispose of products” (Nelson and Wright 1995: 7). Power can be experienced
in face to face relations, for example, within a household, and also as part of systemic
relations. One of the conceptions of power is the idea of ‘power as structure’. According
to Mosse (2004: 54), the concept of power structure denotes the distribution or balance
of power in a society. Power relations become institutionalised when they repeat
themselves and form a pattern (Eyben 2004: 23). Individuals can have different degrees
of power at a household, community, regional and national levels. Power structures
determine how resources are distributed in a society, and determine the extent to which

individuals can access decision-making and opportunities.

15 See, for example, Lukes (1974), Foucault (1980), Bourdieu (1989), and Giddens (1984).
16 Mosse (2004), for example, distinguishes between six different conceptions of power.
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Power structures determine how and on what basis people participate. The interrelation
between power and participation can be conceptualised within the framework of spaces
for citizen participation (Cornwall 2002; Gaventa 2004). Participation is concerned with
establishing spaces or arenas for community functioning. There are differences between
the closed, invited, and claimed/created spaces of participation. Closed spaces refer to
decision-making made by elite, without or with limited inclusion of citizens; invited
spaces, where citizens are invited to participate in by donors, governments and other
authorities; and claimed or created spaces, which claimed by civil society groups from
or against powerful actors through grassroots mobilisation. In order to understand the
nature of people’s participation, it is important to examine the features of power
relations that surround and operate within these spaces. Thus the boundaries and scope
of public participation would largely depend on by whom these spaces are opened and
filled. In other words, the framework of ‘spaces’ can help determine who is involved,
how, and on whose terms. Cornwall (2004: 9) maintains that the spaces for public
engagement “need to be understood as embedded in the particular cultural
understandings and political configurations that constitute governance in any give

context”.

There are criticisms of the current understanding and conceptualisation of
empowerment by donors. In particular, it is suggested that although since the 1990s
empowerment is no longer viewed as a ‘radical’ strategy, participation is not
operationalised and implemented by donors in its wider, empowerment sense. Cleaver
(2001: 37) concludes that since the radical empowerment discourse has become a
‘buzzword’ in development, “its radical, challenging and transformatory edge has been
lost”. Development projects do not associate the term with structural changes and
political action. Eyben (2004: 18) argues that the World Bank’s approach to
empowerment still derives from a neo-liberal position, in which participation is
understood in instrumental terms, as a means of enhancing efficiency in service delivery.
According to VeneKlasen et al (2004: 5), “[P]articipation is often framed narrowly as a
methodology to improve project performance, rather than a process of fostering critical
consciousness and decision-making as the basis for active citizenship. Rarely is
participation implemented as a mutual decision-making process, where different actors

share power and set agendas jointly”. Nyamu-Musembi and Cornwall (2004: 24-26) in
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their review of donor programmes and policies assert that the World Bank’s efforts to

pursue a rights-based agenda are half-hearted and incomplete.

There is some, albeit limited empirical evidence about the existing operational practices
of donor agencies that support CDD projects and programmes. The World Bank’s
review (World Bank 2002a: 12) of sixty community-based and community-driven
projects supported by various agencies in Kyrgyzstan, Tajikistan and Uzbekistan
concludes that “few projects are designed to promote increased participation over time,
either by a broader group or more increasing the level of involvement, such as moving
from a stage of collaboration to empowerment”. The study then goes on to argue that
“[T)hese findings reflect a pattern found in CDD projects Bank-wide, that is, CDD
tends to be top-down driven development when it comes to budgets, management,
monitoring and evaluation, and bottom-up when it comes to the construction and
maintenance phases, especially when physical labor is involved” (World Bank 2002a:
12).

There is evidence that participatory projects and programmes often have a shallow
understanding of the complexity of gender issues, fail to take into account women’s
needs and promote meaningful involvement of women in development processes (Guijt
and Kaul Shah 1998; Cornwall 2000). It is argued that participatory research practices,
such as participatory rural appraisal (PRA), often fail to include voices of marginal
actors and incorporate ‘local knowledge’ into planning (Mosse 1995; 2001), neglect
‘structural’ issues (Francis 2001), and that they can often be patronising and subjugated
by power relations between the ‘insiders’ and the ‘outsiders’ (Mohan 2001).

2.1.4 Social Capital

Since the mid-1990s, the concept of social capital entered mainstream development
thinking and practice. The term social capital commonly refers to norms and networks
that facilitate collective action (Woolcock and Narayan 2000: 226). It is believed that
social networks based on shared norms, values, beliefs, knowledge and understanding
can significantly enhance people’s capacity to organise in their own collective interest,
co-operate to perform collective tasks and achieve mutual benefits. There are multiple

levels at which social capital can be identified and measured. Thus one can talk about
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the degree of social capital of an individual or household, of a community or other
socially defined group; or of a geographically or politically defined society (Narayan
and Pritchett 2000: 279). Social capital provides an alternative framework for
conceptualising participation in development projects and programmes. On the one
hand, the availability of social capital is thought to be a necessary precondition for
successful project outcomes. Thus many initiatives, such as group-based micro-finance
schemes, community based infrastructure delivery projects or safety net targeting
programmes, draw on existing stocks of social capital in order to enhance their
development effectiveness. On the other hand, development interventions seek to build
and strengthen networks of trust and reciprocity within and across communities as a

means to improve poor people’s access to resources and services.'’

The literature on social capital is multifaceted, and the concept of social capital itself
has been imbued with multiple meanings and connotations. This thesis does not intend
to provide a comprehensive review of social capital theories and their critiques, but
rather highlights specific conceptual understanding of social capital underpinning many
community-driven projects. Social capital can denote resource that individuals have at
their disposal for achieving their personal objectives. Thus social networks analysts
(Burt 1992) equate social capital with individual connections and access to favourable
personal networks. Other researchers such as Loury (1977), Bourdieu (1983) and
Coleman (1988; 1990) refer to social capital as a set of resources and endowments
inherent in families and communities that facilitate access to jobs, education and
communal interaction. Coleman’s analysis of social capital bridges this concept of
social capital as a personal resource with the current understanding of social capital as a
public good. Thus according to Coleman (1990), diverse forms of social capital (trust
and norms inherent in social structures) help individuals achieve not only their personal
gains but also collective objectives. In his Making Democracy Work study Putnam
(1993) further developed the concept of social capital as a public good. Putnam argues
that high levels of social capital in the form of intermediary groups and associations can

improve levels of democratic governance and economic prosperity.

17 Available from: < www.worldbank.org/poverty/scapital> [Accessed on 3 March 2001].
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Putnam’s (1993) analysis has greatly influenced the commonly accepted
operationalisation of social capital in terms of norms of trust and reciprocity and
‘networks of civic engagement’, measured as membership in and density of voluntary
organisations, clubs, co-operatives and political parties. For Putnam, interpersonal trust
is the key variable that facilitates societal co-operation, and hence it is the key element
of social capital. The definition of trust used by Putnam stems from game theoretical
assumptions, in which trust is an assessment by an individual of whether or not the
behaviour of other individuals is trustworthy.'® This definition is based on the belief that
expectations about other people’s behaviour influence how individuals choose to
behave in a given situation (Gambetta 1988: 217; Krishna 2000: 75). Overlapping
positive expectations about other individuals’ actions can lead to co-operation and
collective action. According to Putnam, interpersonal relations based on norms of
reciprocal exchange increase the level of trust and the likelihood of co-operation.
Membership in ‘horizontal’ voluntary associations fosters norms of reciprocity and trust
and promotes the transference of trust from one domain to another, hence increasing the

level of generalised trust in a society.

There are considerable overlaps between the terms social capital and social exclusion.
Narayan (1999: 5) suggests that “social groups and networks only work by including
some and excluding others”. In analysing the ‘excluding’ aspects of social capital, many
theorists of social capital draw upon Granovetter’s (1973) concept of the ‘strength of
weak ties’. According to this theory, ‘strong ties’ within a group are important for the
group’s cohesion and survival, but they may produce social fragmentation at a wider
community level. It is the ‘weak ties’ linking different groups in a society that are
indispensable for accessing opportunities and integration into a wider community.
According to Putnam (1993), social networks created in horizontal associations produce
‘weak’ ties that cut across social cleavages and foster wider co-operation. Following
Gittel and Vidal (1998), Narayan (1999: 2) refers to primary social group solidarity as
‘bonding’ social capital, and to the linkages between social groups as ‘bridging’ social
capital. Narayan suggests that social inclusion requires “dense, though not necessarily
strong, cross-cutting ties among groups” that would help them access resources,

information and opportunities. This framework was further developed with the

'8 Seminar with Robert Putnam organised by the LSE Social Capital Working Group, LSE, 19 May 2003.
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introduction of the notion of ‘linking’ social capital, which refers to ties of individuals
to people in the position of authority, such as government representatives and private
institutions (Grootaert et al 2004). In addition to the horizontal dimension of social
capital, this concept introduces a vertical dimension, which refers to linkages to political

resources and economic institutions across power differentials (Grootaert et al 2004: 4).

The conceptualisation and usage of social capital by development agencies has been
much criticised. Fine (2001), for example, criticises the World Bank’s ‘romanticised’
view of social capital as the ‘missing link’. Thus social capital “fails to address properly
either capital or the social; it tends to set aside issues of power and conflict; it
compartmentalises capital into its economic and social components; and it places
emphasis on civil society at the expense of state and politics” (137). Fine asserts that the
introduction of the concept, which was meant to bring about engagement between
economists and social scientists within the World Bank, does not seriously challenge the
World Bank’s ‘economistic’ approach to development. Harriss (2002) argues that social
capital ‘de-politicises development’ by obscuring issues of class politics, existing power
relations and property rights. Harriss maintains that the current usage of the term by
development agencies helps “represent problems that are rooted in differences of power
and in class relations as purely technical matters that can be resolved outside the
political arena” (Harriss 2002: 2). He contends that without focusing on political and
redistributional issues, social capital is not a useful tool for making development

policies more effective.

2.1.5 Collective Action

Community participation in mutually beneficial activities requires a concerted effort — a
collective action. The literature on collective action draws on public choice and game
theories, and is often described as institutional rational choice approach (Olson 1965;
Hardin 1982, 1995; Ostrom 1990, 1992; Ostrom et al 1993). It has primarily developed
in the context of common pool resources, which include irrigation systems, grazing
areas, inshore fisheries, forests and conservation parks. Decisions to co-operate in
irrigation systems depend on a series of collective action problems determining who
will share in the costs (for example, material and time costs related to construction and

operation and maintenance (O&M)), how the benefits will be distributed, and the
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activities will be monitored and sanctioned to avoid opportunistic behaviour, such as
free-riding, shirking and corruption (Ostrom 1990, 1992). It is possible to overcome
collective action problems by developing operating strategies, rules and constitutions,
i.e., by establishing local governance procedures. These ‘self-governance rules’ can help
farmers effectively govern the use and O&M of the irrigation system. In particular,
these rules are important for determining access to and allocation of water (who, when,
where, and how can withdraw water); O&M responsibilities (who, when, where and
how maintains the system); monitoring arrangements (who monitors the actions of
irrigators and how); and sanctions (what rewards or sanctions will be assigned to those
who obey or disobey the rules) (Ostrom 1990, 1992; Kdhkénen 1999).

Drawing on Coleman’s theoretical elaboration, Ostrom and other collective action
theorists incorporated the notion of social capital in the framework of collective action
(Ostrom 2000; Ostrom and Ahn 2001). It is thought that social capital can determine
community capacity to effectively resolve collective action problems and successfully
perform decentralised tasks. Social capital (defined in this literature in broad terms as
shared knowledge, norms, rules and expectations about patterns of interactions) can
facilitate co-ordination of activities, information sharing and collective decision-making
and help diminish opportunistic behaviour and free-riding, reduce conflicts and
maximise joint utility. Drawing on the existing social networks, conventions and norms
of reciprocal relationships, local knowledge and practices, groups can be in a better
position than government officials in developing and enforcing effective self-
governance rules and complying with those rules in local projects. A number of studies
in irrigation demonstrate that farmers can establish and enforce fair water allocation
systems, effectively monitor service delivery, create mechanisms to prevent illegal use,
share responsibility for the future O&M of project investments, and identify appropriate
institutional arrangements to reduce local conflicts (Ostrom 1990, 1992; Tang 1992;
Lam 1996,1998; Uphoff 1996; Kéhkonen 1999).

The collective action literature is mostly concerned with the understanding of
institutional foundations of self-governance, i.e., determining conditions that affect
community capacities for self-governance. In addition to the Putnamian
operationalisation of social capital in terms of trust/norms of reciprocity and networks/

civic engagement, it advances the importance of formal and informal rules or
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institutions as a third dimension of social capital (Ostrom and Ahn 2001: 6-10).
Although this approach recognises the importance of macro level structures and patterns
of governance, its main stress is on the institutional arrangements that establish rules,
incentives systems and co-operation mechanisms within users’ organisations and
communities. Being “mechanistic” in its essence (Shepherd 1998: 63), the collective
action approach tends to neglect broader underlying social, economic and political
factors in its analysis of collective action problems. Thus this approach often fails to

explain when and how specific institutional arrangements can emerge and persist.

This section has reviewed the key concepts and theoretical debates that underpin
community-driven initiatives. In particular, it has examined various meanings of
participation and their implications for development projects and development
outcomes. It has also discussed conceptual assumptions behind the notions of social
capital and collective action. The next section reviews some of the key factors that

affect design, implementation and outcomes of community-driven projects.

2.2 Participation and Project Design and Implementation

This section discusses key agency related factors and structural complexities that
influence the design and implementation of community-driven projects. I reflect on
these issues later when analysing the processes and outcomes of the ASIF micro-
projects in Chapter Eight and when interpreting and explaining the research findings in

Chapter Ten.

2.2.1 External Agency’s Approach

This section examines factors associated with an external agency’s interpretation of the
concept of participation and methodologies used for promoting community participation

and capacity building.

Participation. Oakley (1991) emphasises two aspects that can have an impact on the
outcomes of community-based projects. One is the agency’s understanding and
operationalisation of the meaning of the term participation and the basic objective of the

agency’s support for participation. The second is the methodology of participation,
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which stems from the specific interpretation of the concept of participation. This relates
both to the formal methodologies employed by agencies and to the approach and style

of work of the agency.

Whilst there is a “fairly broad consensus” around the concept of participation in donor
rhetoric, the division appears when the concept is put into practice. Thus there are “two
worlds of practice” (Oakley 1991: 269). There can often be a mismatch between the
stated objectives and actual design and implementation. A project may appear to be
participatory in the empowerment sense in its stated objectives, but it may not be
systematic and rigorous because of the shallow conceptualisation of the term and the
methodologies employed. Thus, participation in practice is often conceptualised in its
narrow definition and employs limited methodologies for its promotion, and projects are
largely task-based and functional in nature. In such projects, participation is limited to
information sharing and consultation, rather than participation in decision-making or

management.

Documented evidence suggests that many participatory projects achieved success when
supporting agencies adopted a ‘learning process’ planning approach (Korten 1980;
Krishna et al 1998: 20-22). In the learning process approach, planning evolves from the
specific experience, needs and preferences of the local community (Korten 1980). This
approach aims at building continuous dialogues between planners and beneficiaries and
promoting shared understanding and consensus in the search of most appropriate
strategy. It is contrasted with the ‘blueprint approach’, in which development action is
driven by specified project goals, tasks and inputs, definite time-frame and order, and

which assumes that development outcomes are “terminal” (Korten 1980: 497).

Capacity Building. Some of the key ingredients required for effective organisational
capacity are resources, technical knowledge and social capital (World Bank 2002b: 18).
The capacity of various groups to engage in community-driven activities can be highly
variable. ‘Higher levels’ of participation such as decision-making and management
require adequate level of skills, knowledge, experience and managerial capabilities
(Gaventa and Valderrama 1999: 8). Thus some communities may lack the adequate
organisational, managerial, proposal writing, fund raising, and accounting skills for

complying with funding agency requirements and for effectively carrying out project
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design, implementation and evaluation related tasks. Different groups within
communities may also be endowed with varying stocks of social capital, which can
determine the degree and forms of co-operation and collective action. As part of their
capacity building objective, many external interventions establish formal or informal
organisational structures, which are believed to facilitate co-ordination of activities and
serve as a vehicle for promoting community interests and objectives (Esman and Uphoff
1984; Oakley 1991: 189; Uphoff 1996). Development projects typically offer specific
training to local community groups and their leaders to enhance their skills and
technical knowledge.

Community capacity building is an educational process. Oakley (1991: 194)
distinguishes between two types of education: ‘education as information’ and
‘education as awareness’. Education as information refers to informing people about a
project and preparing them to participate in it within already defined parameters.
Education as awareness seeks to involve people in a process of comscientisation, in
which they are encouraged to understand, analyse, critically interpret issues that affect
their lives and design their own solutions to their problems. This method builds upon
the work of Paulo Freire (1970; 1974), which postulates that awareness created in the
process of education can help poor people break patterns of dependency and become
subjects of their own development. In current development practice, the educational and
capacity building role of external agents is often referred to as ‘outreach’. Narayan
(1995b) distinguishes between the ‘extension’ approach and the ‘empowerment’
approach to outreach. In the extension approach, field agents serve as channels of
information and technical advice. In the empowerment approach, field agents serve as
“facilitators, catalysts, and organizers for empowerment”, who can motivate and

strengthen local groups to achieve self-reliance (Narayan 1995b: 21).

2.2.2 Complexity of Local Reality

There are challenges to the successful design and implementation of community-driven
projects that are associated with structural and institutional relationships at the national

and local level. For example, it is often difficult to cater to diverse interests and needs

within a community, prevent elite capture, ensure inclusion of all social groups in
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development processes and create incentives and conditions for meaningful and

sustainable community participation.

Defining Community. Many development projects tend to idealise communities as
groups of people that are homogenous, lack conflict, and have similar beliefs, needs and
preferences. Typically, this is not the case. Communities are composed of diverse
individuals, with different degree of control over and access to economic resources and
modes of production as well as possessing different social status, religious and cultural
characteristics. Despite the commonalties in interests, different groups, households and
individuals within a geographic community have a variety of criteria, preferences and
priorities (Friedmann 1992: 7; Chambers 1997: 183-187; Cleaver 2001: 44-45). This
heterogeneity of communities makes it difficult to reconcile various interests and
increases the likelihood of social exclusion, conflicts, opi)ression or violence.
Friedmann (1992: 7) argues that the scarcity of resources reinforces tension and
conflicts within communities, “Each of the several social groups within a territorial
community is likely to see its situation from its own perspective and contend over the
same and always limited resources. Territorial communities are thus necessarily also

political communities, rife with the potential for conflict”.

This poses difficulties for identifying project beneficiaries and allocating development
resources. How can then the heterogeneity of community interests and preferences be
taken into account? Should we involve all groups in a geographic community, including
the well-to-do members? Who can be able to represent the whole community so as each
group’s interests are taken into account? Should the local community be considered to
be formal village councils, school boards and water users, or perhaps ethnic groups and
traditional or religious leaders? Whaites (2002: 124), for example, suggests that the only
community groups that should be supported by external donors are those that “span
primordial identities” and “promote the idea of association in a way which cuts across
any continuing divisions, such as local geography, gender, and even political loyalty”.
One can argue that most communities are defined by their members within specific
geographic, socio-economic and political boundaries, and resource allocation based on

the criteria of inclusiveness may leave out many needy communities.
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Another important question is who defines the community. A World Bank review of
sixty CDD projects in Central Asia (World Bank 2002a: 10) distinguishes between the
‘project concept’ of community and ‘demand-driven concept’ of community. The study
concludes that the view of community adopted in most studied projects was largely
driven by donors and reflected the needs of the project (e.g., community was defined as
users of infrastructure or services). The study suggests that the concept of community
must emerge from the community itself and reflect the actual social, political and

governance structures and boundaries of the community.

Local Accountability. Community participation requires a representative process, i.e.
community interests and preferences need to be represented by an agency, which may
include local government officials, other formal and informal leaders or development
committees. This raises the issue of accountability. Accountability is defined as “the
obligation of power holders to account for or take responsibility for their actions”
(World Bank 2003b: 1)." Due to the lack of close monitoring over the local processes,
local communities may have little accountability to central authorities; there may also
be little accountability of the local leaders/elites towards the public (Paul 1992; Ostrom
et al 1993: 65-67, 96; Litvack et al 1998; Manor 1999; Conning and Kevane 1999).
There are no automatic guarantees that local leaders who live and interacts with the
local population will be any more or less accountable to or representative of local

community interests than a central government official.

Weak accountability can give rise to the possibility of ‘capture’, in which local
leaders/elites can misuse public resources, appropriate project or service benefits and
engage in rent-seeking. Decisions about the allocation of local goods and services can
be made without much regard for the desires of the powerless and disadvantaged
community members. The local elite/leaders may represent narrow interests and exclude
individuals and households who do not belong to the elite or dominant groups from
participation in development processes and accessing development benefits. Thus, a
local agent may express the preferences and act in the interests of the elite and powerful
community members, the dominant caste, ethnic or religious group. The possibility of

capture is equally pertinent with regard to formal authorities as well as informal

' Newell and Bellour (2002) provide a comprehensive overview of the uses and applications of the term
accountability in development discourses and practices.
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community leaders and development committees elected by community members as
their as representatives. The extent of local accountability largely depends on the
community heterogeneity, the degree of inequality and social stratification, and the

strength of democratic orientation of the representative institutions.

Social Exclusion. Societal institutions (including state, law, religion, kinship and
family), social structures and norms and policies shape the power structures in a society
and thus play crucial role in excluding individuals from full participation in the social,
economic, cultural and political life of the societies (Gore and Figueiredo 1997: 10-11).
Given differences in resources and power, people do not participate in development
decision-making equally, nor do they automatically benefit from development
initiatives. Chambers (1995: 39) notes that participatory projects and programmes often
fail to identify and involve the poorest of the poor and other marginalised social groups
in participatory processes. He warns that these people often live far from centre, may
not be easily reached, they are often weak, voiceless, and can be easily left out of
empowering processes. Such projects can end up reinforcing the status quo through
stratification by ethnicity, gender, sexual orientation, religion, cultural traditions, as
those with the power may continue to maintain it by influencing the decisions that are
made. Thus, one of the challenging questions in development projects is how to ensure
that the poorest and marginalised participate in development processes and have access

to development benefits.

Participation Costs and Incentives. Participation incurs specific costs and may not be
affordable to the poor. Oakley (1991: 13) notes that the preoccupation with their
survival consumes most of the time of the poor people and does not leave any time for
participation. Many community-driven projects require mandatory community cash or
in-kind contributions which may prohibit poor communities or community members
from participation. In some cases, the poorest do not possess enough information on
how specific projects or activities can benefit them. It is thought that for community
action to take place, the perceived benefits of a collective action must be greater than
the perceived costs (Rondinelli 1991: 419-421; Ostrom et al 1993). Immediate material
benefits are thought to be instrumental in driving local participation in projects. Some of
the incentives include benefits from project activities (cash and time savings, improved

access to services, increased production and income), moral satisfaction, position of
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influence and leadership, and reduced conflicts (Narayan 1997: 10). Cleaver (2001: 48)
argues that personal psychological motivations, for example, the need for recognition,

respect or purpose, may be equally important as material benefits.

Sustainability of Participation. The question of sustainability of participation over
time is important. Project-driven participation may only work in the short term. A
critical factor for sustaining local participation is the availability of resources and assets.
Oakley (1991: 18) suggests that “the externally motivated development projects
frequently fail to sustain themselves once the initial level of project support or inputs
either diminish or are withdrawn”. Community groups and organisations may not be
able to secure access to financial resources in order to carry out local initiatives and
pursue organisational objectives. Binswanger and Aiyar (2003) maintain that in order to
ensure true empowerment and to scale-up CDD, communities and local governments
must have stable and continuous flow of funds from central government and a local
revenue base. They go on to argue that “short-lived donor programs and ad hoc central

grants cannot lead to empowerment” (Binswanger and Aiyar 2003: 11).

Another question concerns what the realistic scope of authentic participation should be.
It is questionable whether there can be a total control of local people over local affairs
and equally active involvement of all members of the community. Hardiman (1986: 65)
maintains, “It is a myth to assume that everybody wants to be actively involved in
decision-making, or even in the hard work of implementation. The majority of people
are usually content to accept the decisions and actions of others so long as their interests
are served”. Midgley (1986a: 36) asserts that achieving ‘permanent activism’, i.e.,
indefinite and total involvement of communities in political affairs is unrealistic. Oakley
and Marsden (1984: 18) argue that achieving a “totally participatory society” is not
possible. In my view, participation as empowerment does not necessarily imply
permanent participation of all individuals, but rather it must be understood as the
creation of structural opportunities that enable the poor to exercise effective influence

over the issues that affect their lives and benefit from development.

This section has focused on some of the key agency and context related factors that
influence the design, implementation and outcomes of community-driven projects. The

following two sections of this chapter discuss how civil society and community
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participation in the former Soviet Union have been understood and operationalised in

the existing literature and development projects.

2.3 Community Participation and Civil Society

This section discusses the concept of civil society and its current application by Western
donors. It demonstrates the existing normative and organisational bias of the concept
that has translated into domination of the Western model of civil society in development
thinking and practices. Section 2.4 of this chapter discusses how this has contributed to
the conceptual rigidity and misperceptions about the existing forms and manifestations
of civil society and community participation in the former Soviet Union. This section
suggests that the study of civil society and participation has been compartmentalised
between disciplines, and the concepts themselves have been stripped of their key

ingredients.

Civil society is defined in this study as the autonomous social sphere in which
individuals and social groups can articulate and pursue their individual and collective
interests and express their identities. The theories of civil society are rooted in the
writings of such political philosophers as Adam Ferguson, Antonio Gramsci, G W F
Hegel, John Locke, Thomas Paine and Alexis de Tocqueville. Civil society has been
predominantly a subject of scrutiny for political theorists.2’ The concept of civil society
was re-invigorated and became an inseparable part of the contemporary reality and
public discourse with the East European revolutions of 1989. It is not accidental that the
term civil society re-emerged at that time as an antidote to the totalitarian communist
state. The intellectuals and activists in Eastern Europe who nurtured the idea of civil
society were concerned about changing the relationship between the society and the
state, calling for the creation of an autonomous and self-organising society that could
counterbalance the totalitarian state.”! In its theoretical underpinnings, civil society is
conceived as a form of political and social organisation that has the potential to limit the

power of the state, refine its actions and enhance individual freedoms and interests.

20 gee, for example, Seligman (1992), Cohen and Arato (1992), Gellner (1994), and Keane (1988).
2! See, for example, Michnik (1985), Havel (1985), and Konrad (1984).
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Since the mid 1990s, the concept of civil society has acquired new strength when used
by development agencies and donors. Thus a so called ‘mainstream’ (Howell and
Pearce 2001) or ‘neo-liberal’ (Freizer 2004) concept of civil society was advanced by
development agencies and donors as a major developmental paradigm. In its practical,
organisational form, this idea is represented by the Tocquevillian model of civil society
based on the idea of civic engagement and independent associational life (Howell and
Pearce 2001: 42-44). Alexis de Tocqueville was the first to describe and praise the U.S.
model of civic engagement in the public arena through free associations of citizens as a
defence against despotism of the state and a guarantee of individual freedoms and
interests. The ‘mainstream’ notion of civil society has both political and social
objectives (Van Rooy and Robinson 1998). The political mission aims to promote good
governance and democratic culture, and foster the rule of law and human rights through
supporting local NGOs, civic associations, think tanks, advocacy and human rights
groups, media and research and educational institutions. The social objective has been
promoted by development agencies in order to enhance social and economic
development and poverty reduction. Given the weak state capacity in many transition
countries, NGOs have been seen as alternative mechanisms for channelling
development assistance and delivering public goods and services that the state could no

longer supply in an efficient and effective manner (Mandel 2001: 281).

Theories of civil society have a normative bias, and “tend to be used in moral and
normative ways, confusing what is with what should be” (Van Rooy 1998: 29). Such
“normative lenses” often impede identification of “all relevant events, actors and
process because we are not looking for them”. In addition, theories of civil society have
an organisational bias (Van Rooy 1998: 29). They are often preoccupied with
organisations, without taking into account the broader context within which they
develop and function. As a consequence, the mainstream approach prescribes the
Western or the U.S. model of civil society, and it often rejects or ignores other forms of
social life and social organisation that exist in various ethnic, cultural and regional
contexts. This view overlooks the ‘alternative’ (Howell and Pearce 2001), ‘communal’
(Freizer 2004) or ‘post-modern’ (Kaldor 2003) forms of civil society - important ways
in which people in non-Western societies organise and pursue their interests. Howell

and Pearce (2001: 118-199) maintain that the mainstream model assumes that there is
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only one civil society in the world, and that it is represented by the U.S. or

Tocquevillian vision of civil society with its idea of self-association.

Values and networks of mutual support and solidarity and informal associations have
historically played an important social function in non-Western societies. Hann (1996),
for example, suggests that ethnographic studies of social networks and interpersonal
practices can reveal that civil society was always present in socialist societies of Eastern
Europe. He argues against narrow preoccupation with the dominant Western model of
civil society, and warns against using the Western models of civil society as “universal
templates" (Hann 1996: 24). There is a growing literature documenting various
communal forms of social organisation and processes of civic life in Central Asia,

Africa, India and the Islamic world.??

There has been very little experience sharing and cross-fertilisation between political
scientists, development specialists, economists and anthropologists, who have studied
the issues of civil society and participation in the former Soviet Union (Babajanian et al
2005). This separation reflects the divide between political and social conceptions of
participation that exists in theory and practice globally.? This has contributed to the
rigid and superficial understanding of the concept and the substance of civil society in
the region. The term civil society used by political scientists and transitologists
overlooks important ways in which people at the local level organise and pursue their
interests. It ignores the importance of the community and household as forms of social
organisation. The dominant focus of political scientists specialising in post-Soviet
countries has been to study processes of ‘democratisation’, political institutions and
formal organisations. At the same time, development specialists have been reluctant to
employ the concept of civil society with its émphasis on political participation in
designing projects and programmes in the region. They have preferred to talk about

‘community development’ and °‘social capital’, and conceived the concept of

22 See, for example, Roy (2000), and Earle (2004) on civil society in Central Asia; Varshney (2002) on
civil society in India; Bayart (1993), and Comaroff and Comaroff (1999) on civil society in Africa;
Kamali (1998) and Sajoo (2002) on civil society in Islamic societies.

3 See, for example, Gaventa and Valderrama (1999) and Gaventa (2002). Gaventa (2002: 4) notes that
political issues such as accountability, legitimate representation, rights education and political
mobilisation have been “underplayed” in the community participation literature. Conversely, the political
participation literature has insufficiently addressed issues of local knowledge, participatory processes and
forms of engagement by marginalised groups.
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participation in neutral terms as participation in social and economic development.*
This has translated into the compartmentalisation of development objectives in

practice.”

2.4 Participation and Civil Society in the Former Soviet Union

This section discusses how civil society and community participation in the former
Soviet Union have been conceptualised and understood in the existing literature and
development projects. It then provides a review of the literature on the existing forms of
social organisation and participation in the Soviet and post-Soviet periods. The section
maintains that the existing forms of participation and civic life in post-Soviet countries
are often ignored or considered ‘uncivil’. It offers explanations for why the existing
forms of participation, often studied as ‘social networks’, are not normally classified as
part of civil society. Conceptual clarity and accurate understanding about local
institutions in the former Soviet Union have immediate repercussions for the design and
implementation of development policies and projects. In Chapter Seven, the thesis tests
the existing preconceptions about community participation in the former Soviet Union
through the examination of the fieldwork data, and provides analysis on the substance,
origins and limits of the existing forms of participation and local institutions in post-
Soviet Armenia.

2.4.1 Preconceptions about Post-Soviet Civil Society

Most of the existing literature studying post-socialist and post-Soviet civil society is
concerned with the mainstream or Western model. The predominant view is that civil
society in post-Soviet countries is weak and underdeveloped as the realm of voluntary
associations remains limited. Civil society in post-Soviet countries is usually
operationalised in terms of two indicators: levels of civic engagement and interpersonal

trust.?8 It is most common to measure social capital and civil society by studying

 The reluctance to explicitly engage with political issues has partly to do with the World Bank’s
obligation stipulated in its Articles of Agreement to maintain a politically neutral stance.

% For example, Earle (2005a) based on her research in Kyrgyzstan notes the duality of objectives of
USAID, which on one hand supports democratisation and political agenda through civil society
strengthening programmes, but remains highly apolitical in its community development projects.

% See, for example, Marsh (2000), Raiser et al (2001), Badescu (2003), Uslaner (2003), and Howard
(2003).
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membership and participation in associations and groups and measuring levels of
generalised trust (as opposed to particularised trust). The World Values Survey
(conducted in 1990-93 and in 1995-97) measured participation in voluntary
organisations, people’s interest in politics and levels of generalised trust.>’ According to
its results, total associational membership and levels of generalised trust in transition
countries are almost half those in the OECD countries.?® Using statistical data on
organisational membership, Howard (2003) concludes that the low rate of participation
in voluntary organisations indicates the ‘weakness’ of civil society in post-socialist

countries.

The ‘cultural’ legacies of the repressive communism regime, such as attitudinal norms
and behaviour patterns, are often cited as one of the main obstacles to civic participation
in post-communism transition. Smolar (1996: 33), for example, concludes that “the
shakiness of independent organizations, including political parties [in Central and
Eastern Europe], suggests the lack of a culture of free collective activity”. He argues
that “communism actually bred atomized, amoral cynics good at doubletalk and
“working the system,” but not at effective enterprise” (33). It is thought that the
repression of independent organisations by the communist regime created ‘distrust’ of
people in representative institutions, which impedes the development of new democratic
institutions in post-communist era. Raiser et a/ (2001: 4) argue that that communism
created distrust in public institutions and “left as legacy the perception that while each
individual might profit from informal social capital, private returns to civic participation
and other forms of “formal social capital” would be low”. Howard (2003) explains the
low levels of organisational activity in terms of people’s mistrust of organisations in
communist times that was carried over into the post-socialist period, by the ‘persistence
of private friendship networks’ and by the ‘increased passivity’ and ‘disengagement’ of

the population disappointed in post-communist reality.

As civil society is equated with NGOs and formal associations, any indigenous forms of

social organisation that have a different nature and manifestation are either rejected as

" The World Values Survey measured generalised trust by asking a question: “Generally speaking, would
g'ou say most people can be trusted or that you can’t be too careful in dealing with people?”

® Cited in Raiser et al (2001). It is notable that despite the divergence in these indicators, the indices of
‘civic-mindedness’ and altruism in transition and OECD countries were not found to be significantly
different (a fact that has passed unnoticed by most analysts of civil society).
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‘uncivic’ or ignored. Huttenbach (1995), for example, asserts that the countries of the
South Caucasus lack any traditions of civic engagement and associational activity, and
the prospects for a genuine civil society there are rather bleak. Analysing the rise of
nationalism and ethnic conflict in the South Caucasus, he concludes that the civic
dimension is subdued by ‘ethno-nationalistic’ politics. He asserts that “even in Armenia,
where there is a slightly more mature political and social sphere...society tends to be
generally passive, unless whipped up by demagogic means” (Huttenbach 1995: 364).
He views the principles of communal organisation in these countries in negative terms
as based on “kinship, religious communalism, clan loyalty, ethnicity and paternalistic
politics” (Huttenbach 1995: 339). Huttenbach argues that civil society is an intrinsically
European phenomenon, and he rejects the “so-called Asian civil society based on non-
European traditions and values’ as a ‘non-category’” (Huttenbach 1995: 330). Similarly,
Carley (1995: 292) applies the Western notion of civil society to the Central Asian
countries and argues that the Soviet legacies have resulted in the “effective non-
existence of civil society” in Central Asia. Howard (2003) in his study of civil societies
in East Germany and Russia argues against broadening the definition of civil society to
include various forms of social organisation and practices in non-Western countries. He
maintains that this will only “dilute” and “confuse” the concept of civil society (Howard
2003: 49).

CDD initiatives apply the Western normative framework in their analysis of post-Soviet
communities. There are a number of preconceptions about the existing ‘communal’
manifestations of post-Soviet civil society that are prevalent among development
professionals working in post-Soviet countries, and they often serve as a basis for
designing CDD and other community-driven projects. These assumptions also
frequently come up in discussions at conferences. A commonplace assumption is that
due to Soviet legacies, local institutions in post-Soviet countries are weak and
underdeveloped, and that post-Soviet citizens are distrustful and atomised. Implicit in
this assumption is the idea that the cultural and normative orientations of citizens, i.e.
the ‘Soviet mentality’ factor, present a serious obstacle to developing active self-
organising communities. Hence there is a need to build new institutions in the region.
CDD initiatives aim to design (or redesign) the existing communal institutions
according to the Western model of citizen participation (Figure 2.1). Some of the main

assumptions in the current thinking can be summarised as follows:
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» Ideological restrictions and domination by the Communist party enforced citizen
passivity and an expectation that authorities should be responsible for
community welfare. Paternalistic attitudes still prevail and prohibit people from
taking initiatives and formulating collective solutions to problems. People

expect the state to deliver important services and provide jobs to the population.

» People do not like collective action. The rhetoric of participation and collective
action was embedded in the communist ideological and moral context, and most
people resent it. People participate in collective action only when ‘they do not

have any other means’ to solve their problems.

> People are only interested in their narrow issues and are not concerned about the
common or community good. There is very little altruism and solidarity in post-

socialist communities.

» There are very few formal groups and associations. When people take part in the
economic and social life of their communities, their participation is mostly

informal. This informal nature of participation is regarded as a constraint.

The World Bank’s CDD Strategy Note on ECA countries (World Bank 2000a: 2)
suggests that the legacy of the authoritarianism and centralised planning system
negatively affected “the attitude of the population towards collective action”. A World
Bank presentation?’ (World Bank 2000b: 18) on community development in the ECA
region maintains that “successful examples of autonomous local action are few” and
that “people still depend on the state for resources and guidance”. It goes on to argue
that in most ECA countries “people lack the trust in one another that is needed to foster
community action groups” (World Bank 2000b: 18). This is how an agenda setting
World Bank study on poverty and inequality in the ECA region (World Bank 2001d:

199) describes post-socialist communities,

# This power point presentation posted on the World Bank’s official website summarises opportunities
and challenges for CDD in the ECA region.
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In fact, the existence of communities in transition economies is questionable given the
deliberate and often heavy-handed attempts by the state to crush local identities and
solidarities. Numerous qualitative studies undertaken in ECA countries suggest that while
people are members of many intersecting and locally based social networks (of work
colleagues, neighbours, and kin), few identify with an abstract ‘community’ or
demonstrate much commitment to furthering the good of this community. In fact, many
people view with deep suspicion appeals to support the ‘collective good’.

The World Bank’s CDD Strategy Note for Armenia (World Bank 2001b) maintains that

the Soviet rule enforced “citizen passivity” and an expectation that authorities or

external donors should be responsible for community welfare in Armenia. The Strategy

Note argues that the notion of community in post-Soviet countries, and in Armenia, in

particular, is “ambiguous, even misleading” (World Bank 2001b: 2):

Decades of central planning, top-down, authoritarian political rule, and the atomization of
society weakened broader solidarities. At the same time, endemic shortages of goods and
services encouraged an ‘economy of favours’ within strong social networks of relatives,
colleagues, neighbours, and friends. Beyond their loyalty to these networks, people
demonstrated relatively little concern to the welfare of ‘society’ in the abstract.

Figure 2.1: Conceptualisation of Local Institutions in CDD Projects and Programmes in ECA

Post-Soviet Institutions

Civic Institutions

Trust is limited to family, friendship and
relatives (bonding social capital) and does not
extend to the society as a whole (no ‘weak’ ties
or bridging social capital).

Social capital mostly serves individual/private
interests and rarely public interests.

People are distrustful and opportunistic, and
achieving collective action is difficult.

Limited citizen participation in formal and
informal groups and associations.

Reliance on the state, informal social networks
and often illegal practices in solving individual
and collective goals.

Trust extends beyond the limits of family and
kin relationships to the whole community/
society (bridging social capital); and family/
kinship ties do not preclude community-wide
ties.

Social capital serves not only narrow
individual but also collective/public goals.

High levels of generalised trust make
collective action and co-operation possible.

Citizens participate in formal and informal
groups and associations to pursue their
objectives and obtain goods and services.

Co-operation and partnerships with authorities
(linking social capital) instead of reliance on
authorities.

Practices are based on the rule of law; and the
existing informal practices are not illegal or
exploitative.
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Thus one of the objectives of CDD is seen as promoting institutional change through
bottom-up interventions at the local level. In particular, based on the assumption that
community level institutions and social capital are weak, CDD initiatives are aimed at
building community institutions and strengthening interpersonal relations, as part of
their empowerment and capacity-building objective. The World Bank’s CDD Strategy
Note on ECA countries (World Bank 2000a: 2) maintains that there is “an urgent need
to find new [social] organisation and new forms of interaction between citizens”. Thus
the task set out by CDD in post-Soviet countries is to change the ‘Soviet mentality’ of
‘passive and apathetic’ communities, promote active and engaged citizens and ‘civic’

forms of participation in the post-Soviet countries (Figure 2.1).
2.4.2 Participation and Social Networks in the Soviet Union

There is extensive evidence that both associational and communal forms of civil society
existed in the Soviet Union and Eastern Europe, although their forms and manifestations
did not resemble the Western model of civil society. Associational civil society in the
Soviet Union existed but it was “illegal or semilegal” (Shlapentokh 1989: 9). The
existing formal organisations and associations (such as the party, the trade unions, the
Young Communist League (Komsomol) and others) were controlled by the authoritarian
state and were part of the Soviet political structure. Any independent civic associations
or activities were seen as a threat to the power of the state. This contributed to the
decline of formal associational civil society. At the same time, as Shlapentokh suggests,
there were a number of informal ways through which citizens participated in public
domain — for example, protest letters, dissemination of suppressed literature (samizdat),
organised actions and political gatherings, bard movements, informal or dissident
movements and support for political activists and dissidents. Shlapentokh (2001: 40)
maintains that the Soviet state and the party actively encouraged ‘collectivism’ through
collective units (kollektivi) at work places (factories, collective farms, schools, and
hospitals). State propaganda reinforced the importance of altruism, friendship, solidarity
and collective interests over individualist values through media and popular culture.
Shlapentokh argues that ‘collectivism’ remains an important social value for most
Russians, and many people are nostalgic for the past times when collectivism was much

appreciated by most members of society.
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It is thought that the state domination did not stop public organisations from serving
civic functions. Rigby (1991; 1992) suggests that civil society in the Soviet Union
existed even during Stalinism, and the domination of the communist state did not
preclude development of civic associations and civic culture. Rigby notes that although
the voluntary or public organisations (obshestvennie organizatsii) officially followed
the party policies and belonged to the state, they represented alternative social forms to
state organisations. Through these organisations people often articulated their own
interests and often contradicted the official line. According to Rigby (1992: 19), the
state was unable to fully control people’s opinions and behaviours and “a covert market
of ideas” flourished in the Soviet Union. Earle (2005b) examines different types of
public organisations and associations, such as trade unions, consumer co-operatives,
women’s committees, foundations, and various professional associations, established
during the Soviet period in Central Asia. She maintains that despite the control of the
authoritarian state, these associations had a significant impact upon social relations and
served important welfare functions. Some of these associations continue to be
influential in today’s Central Asia, by performing many civil society functions whilst
part of the state in Uzbekistan and Turkmenistan, or having established themselves as

independent organisations in Kazakhstan, Kyrgyzstan and Tajikistan.

In addition to the unofficial associational civil society, civic life in the Soviet Union
concentrated in informal social networks (Box 2.1). Both Shlapentokh and Rigby
explicitly include in their definition of Soviet civil society the whole sphere of
interpersonal and social relations and the so-called ‘shadow economy’. Informal social
networks based on relations of trust and reciprocity were an important social space
through which individuals and groups could pursue their concerns in the absence of
other legitimate avenues. Lomnitz (1988) maintains that informal social networks in the
Soviet Union were an important power base for the allocation of scarce resources, the
opening up of new economic and social opportunities and collective pooling against
social risks. > Informal networks also provided citizens with collective security against
possible threats from the formal structure of the state. Lomnitz argues that the informal

networks in the Soviet Union were a result of the malfunctioning of the Soviet

3% The official wages in the public sector were rather low and could not provide households with a
sufficient income to cover all basic needs (Atkinson and Micklewright 1992: 241). The socialist planning
system, described as ‘shortage economy’ by Kornai (1992: 233), produced chronic shortages of essential
goods and services and was unable to fully meet consumer demand.
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bureaucratic systems that failed to satisfy social requirements. Thus these networks
were an ‘adaptive mechanism’ that attempted to compensate for the inefficiencies of the

formal system.’!

The literature on social networks distinguishes between friendship and solidarity groups
and the so called blat networks. Shlapentokh (1989) describes the important role the
relations of friendship and social connections played in sharing information, providing
psychological and emotional support, solving problems and helping in obtaining goods
and services that were not easily accessible. Ledeneva (1998) describes in detail the
‘economy of favours’ — informal blat networks in the Soviet Union used by people to
gain access to institutional resources, obtain goods and services, secure their civil rights
and influence decision-making. These networks extended friendship and kinship ties,
and were based on loose social connections and reciprocal ties through which people

could obtain benefits.

Officially, private sector activities were not allowed in the Soviet Union, however, a
private sector was established and nourished in the civic sphere. The illegal private
sector, the ‘shadow’ or ‘second’ economy included provision of technical and
professional services to private individuals and organisations (for example, through
private construction teams), and underground production of consumer goods (Grossman
1977). Katsenelinboigen (1977) describes six types of ‘coloured’ markets of varying
degrees of legality, which complimented each other and provided Soviet citizens with
supplementary income and essential goods and services. Various forms of bribery are
commonly associated with the Soviet informal economy (Grossman 1977; Simis 1982).
Informal payments, gifts and bribes were frequently used by Soviet citizens as a means
to pursue both legitimate and illegitimate objectives. The shadow economy was

especially well developed in the Caucasus and Central Asia.

3! Similar arguments have been made in relation to developing countries. For example, De Soto (1989:
133) argues that the emergence of a massive informal sector in Peru is due to the inefficiency of public
institutions. He maintains that “Peruvians’ decisions to conduct their activities informally are in large
measure the result of a rational... evaluation of the cost of formality”. This high ‘cost of formality’ is
determined by the weakness of the rule of law, and is manifested in difficulties for ordinary people to
establish businesses, engage in trade and access formal housing, land, and transport.
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The informal or shadow economy was not simply a sphere of illegal economic activity.
Mars and Altman (1983; 1987) in their study of the informal economy in Georgia
maintain that the shadow economy in Georgia was deeply entrenched in the Georgian
cultural and social structures and value system. Strong networks based on trust,
reciprocity and obligation, together with existing traditional Georgian values such as a
sense of competition and risk-taking, formed the basis upon which informal activities
were organised in Georgia. On the other hand, the opportunity to engage in
entrepreneurial activities and achieve material prosperity was an ir;lportant way of
reasserting social and cultural values (e.g., social status and prestige) and expressing

gender identities (e.g., masculinity).

There are several studies documenting the communal forms of civic organisation in
Central Asia. Roy (2000) argues that the communist territorial and administrative
structure and ideology did not uproot the existing solidarity groups and social
organisation in Central Asia. The traditional structures were co-opted into the new
social structure. Roy maintains that the existing solidarity groupings translated and
recomposed into the Soviet kolkhoz (collective farms) structures. The kolkhoz became
the sphere which mediated social needs and interests of its members, helped them to
resolve problems and protect against risks. According to Roy (2000: 90-91), the kolkhoz

was a “socio-economic community”, and “a place of residence, a society”.

Earle (2004) describes various pre-Soviet and Soviet practices and forms of social
organisation in Kyrgyzstan, including ashar (community voluntary labour), aksakals
(community elderly), and domkoms (home committees) that continue to be influential
social institutions during the transition period. Perhaps the most prominent civic
institution in Central Asia is mahalla in Tajikistan. Mahallas have existed in Tajikistan
from the pre-Soviet times, and they are considered “a historical example of effective
Tajik local self-governance” (Freizer 2004: 17). Mahallas are voluntary structures that
bring together people living on the same territory to pursue their common interests.
Mabhallas perform various functions such as provision of support to the vulnerable,
delivery of local law and services, mobilisation of people and resources for voluntary

community works (hashar) and organisation of ceremonial and social events.
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In pre-Soviet rural Armenia, the main social institutions were centred around the family,
the village and the Armenian Church. Kilbourne Matossian (1962) maintains that the
Soviet regime regarded the traditional Armenian family as a potential source of
resistance to the regime and as a ‘backward’ institution. The state policies were
designed to transform the traditional family and to develop loyalties outside the family.
Collectivisation and the new kolkhoz village organisation contributed to the
fragmentation of the extended Armenian family. The large landholdings, which were
necessary to maintain the extended family, were fragmented and distributed as
household plots among the collective farmers. The kolkhoz replaced the traditional
village organisation. The regime encouraged participation in Komsomol, trade unions
and various public associations, such as professional associations, women’s committees

(kinbazhin) and sports clubs.

These policies, however, did not completely destroy the extended family as a social
institution in Soviet Armenia. Kilbourne Matossian (1962: 183) suggests that sometimes
“the collective farm family only pretended to split up, but continued in fact to function
as a unit”. She also suggests that family solidarity in Armenia remained strong, and
members of extended families continued to support each other and pursue common
objectives by pooling resources. The role of the Church, however, was significantly
weakened, and most of its political, social, economic and educational functions were
suspended by the Soviet regime. Platz (1995) suggests that kinship (azg) as a social
institution remains strong in post-Soviet Armenia. She describes the so called
‘Armenian way’ (haykakan dzev) of getting things done, in which kinship provides a
powerful means for obtaining benefits and expressing Armenian national identity.
According to Platz, kinship and the state in post-Soviet Armenia are often interrelated
and overlapping, and that “[K]inship pervades state structure, as much as the state has
pervaded the family” (Platz 1995: 4).
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Box 2.1: Ways of Getting Things Done in the Soviet Union

> Reliance on the state: based on universal welfare rights.
» Mutual help and exchange networks: based on kinship, affection and friendship.

» Blat exchange and reciprocity: based on diffuse social connections, friendship and
reciprocal exchange.

» Informal or shadow economy: participation in unofficial private sector economic
activities; bribery and informal payments; and appropriation of state property.

2.4.3 Post-Soviet Social Networks

Most Soviet informal social networks continued their existence in the post-Soviet era,
although in modified and reconfigured shape and forms.*?> However, these networks are
not usually considered to be part of the post-Soviet civil society or civic space. One can
think of two explanations for why post-Soviet networks are not normally classified as
civil. The first is linked with the conceptual dominance of the mainstream model of civil
society. Soviet networks emerged as a form of social organisation against the
inefficiencies of the Soviet state. It is believed that after the collapse of the Soviet Union
and the democratisation of the public sphere, reliance on formal groups and associations
should be the natural state of organisation of a democratic society. In his study of social
capital in Russia, Rose (1998; 2000) maintains that the distinguishing feature of a
‘modern’ society (in the Weberian sense) is the dominance of formal organisations and
institutionalised collective action. Rose (2000: 42) argues that modern networks are
characterised by a “generic reliance on the market, belonging to a formal organisation,
turning to the government for help in dealing with a family problem, or being an
opinion leader”. Rose considers informal networks, i.e., personalised face-to-face
associations of people in villages or urban neighbourhoods as an attribute of a ‘pre-
modern’ society. Furthermore, Rose describes the reliance of most Russians on blat,
connections, and corruption in ‘getting things done’ as ‘anti-modern’ tactics. He
maintains that “what is normal in Russia is not what is normal in a modern society”

(Rose 2000: 52). Similarly, Raiser (1998) argues that developing a ‘modern’ market

32 The ‘path-dependency’ and continuity of socialist networks was first examined by Grabher and Stark
(1997); and Bruszt and Stark (1998) with regard to the issue of restructuring of state-owned property and
the formation of new business networks. For more discussion on the continuity of Soviet institutional
legacies in Russia see Segbers (2001).
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economy in post-socialist countries requires transcending beyond the existing networks

based on family and kinship ties and strengthening generalised trust.

The second argument is that there is an implicit contradiction between the negative
‘uncivic’ nature of socialist networks and the ethical idea of civility,® which continues
to be a core normative component of the mainstream notion of civil society and an
important objective of democratic institution building in post-Soviet states. The Soviet
social networks have been mostly described and characterised in relation to the means
and strategies they employed for achieving their ends, for example, reliance on
personalised relations, bribery and breaking the law. These networks often act in their
individual interest or self-interest at the expense of the public or common good. They
undermine the legitimacy of the state, as they do not constructively engage with it, but
subvert and co-opt it. According to Ledeneva (1998), the distinguishing feature of blar
networks was that they were highly personalised, regulated by unwritten rules, parasitic
and exploitative of the state resources. Ledeneva (2001: 73) does not consider these as
spheres of public action, “The networks of mutual help and informal exchange
developed under the Soviet regime could hardly be considered as embryos of ‘civil

society’ due to their state-dependency and exploitative use of the state”.

There has been growing literature describing the negative nature and impact of post-
socialist informal networks on democratic institution building and economic
development. Skapska (1997: 154) uses the term “familial egoism” in her description of
informal networks in Poland. She argues that these networks are “narrow and egoistic”
and pursue private interests at the expense of common public interests. Sajo (1998)
maintains that the clientelistic social networks remaining from socialist times are
responsible for the existing structural corruption in Central and Eastern Europe. The
literature on business networks describes the initial dominance of business organisations
based on ‘old boys networks’ of managers of old state enterprise and members of
socialist nomenklatura.* A lot of attention has been devoted to elite or power networks,
for example, to particularistic and often parochial relations between bureaucratic and

political elites with oligarchic business and economic interests and even criminal

3 See, for example, Shils (1991).
34 See, for example, a collection of articles in Grabher and Stark (1997), and Raiser (1998).
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groups.*® These networks pursue narrow self-interests at the expense of wider public
interests, for example, in cases where political elite makes important economic

decisions on the basis of clientelistic or corrupt motivations.

There is a need for improved conceptual clarity of post-Soviet networks. Although
ultimately all types of networks are interdependent and mutually reinforcing, it is
important to distinguish types of networks according to their role and objectives. Hayoz
and Sergeyev (2003), for example, differentiate between ‘top-down’ and ‘bottom-up’
perspectives of post-socialist networks. Thus the top-down perspective is concerned
with the analysis of ‘power’ networks of the political and economic elite. The bottom-
up perspective is a “look through the eyes of citizens and voters”, and it looks at
networks that have a “problem solving” and “social” function (Hayoz and Sergeyev
2003: 50). One also needs to distinguish between networks that serve parochial interests,
or have anti-social or oppressive natures, and those that serve public or communal
benefits. Nuanced studies of local social organisation may reveal that both negative and
positive facets of interpersonal and social relations often co-exist. The ‘social networks’
theories are not adequate for explaining the complexity of social relations in the post-
Soviet space. It is crucial to understand the processes through which people live their
lives, relate to each other and organise to articulate their needs and identities within

specific social, cultural and political environments.

2.5 Promoting Participation and Civil Society

This chapter has discussed the rationale, objectives and some of the agency related and
structural complexities in promoting participation and civil society. The central question
is how to effectively promote participation of citizens and build the institutional
capacity of communities to contribute to local development. There are different views
on the types of institutional arrangements and policies required for fostering civil
society and citizen activism. Based on the review of literature, I have distilled four
different approaches to the issue of promoting participation and civil society. In this

thesis, I refer to these approaches as theories of institutional change.

35 See, for example, Raiser (1997), Hedlund and Sundstrom (1996), Levin and Satarov (2000), and
Handelman (1998; 2001).
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2.5.1 Cultural View

The social fund bottom-up development model for promoting participation and capacity
building is primarily rooted in cultural explanations of institutional change (Putnam
1993; Fukuyama 1995; Inglehart 1997; Uphoff 2000). The ‘cultural’ view is based on
the assumption that cognitive and behavioural patterns are the main obstacles to
institutional change. In particular, it holds that attitudinal and psychological
characteristics, weak social capital and inadequate institutional capacity are the main

factors restricting local participation.

Attitudinal characteristics of community residents, such as apathy, passivity and
paternalistic expectations, are often discussed as a challenge to participation. Oakley
(1991: 13) notes that the ‘mentality of dependence’ can be a strong obstacle to
participation, “In many Third World countries rural people for generations have been
dominated by and dependent upon local elite groups. In practice this meant that the rural
poor have become accustomed to leaving decisions and initiatives to their “leaders”.
Friedmann (1992: 33) distinguishes ‘psychological power’ as an important pre-
condition to meaningful participation. He refers to psychological empowerment in
Freirian terms, as increased self-confidence, sense of self-worth and ability to make a

difference.

This cultural view has adopted Putnam’s conceptualisation of social capital. As
described in section 2.1.4, Putnam (1993) describes social capital as a set of social
networks (networks of civic engagement) and associated norms of trust and reciprocity.
This view implies that the absence of trusting culture is the main obstacle to achieving
collective action. It holds that norms of trust and reciprocity predispose people towards
co-operation and cause social networks to form. It is assumed that social capital can be
developed by changing existing cultural and cognitive patterns. Individual trust and co-
operative values can be fostered through a process of social learning. As a result of
positive learning interactions, people would be more willing to co-operate and engage in
civic networks. In addition to psychological empowerment and social capital, this view

stresses the importance of enhancing local knowledge, skills and abilities.
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This model presumes that interventions at the local level can change social and
institutional relations. In particular, it is believed that decentralisation of responsibilities
and resources directly to local communities can increase interpersonal trust, build local
capacity, empower individuals and promote collective action as a means to solve local
problems and enhance local development. Organisations of civil society in their turn
would make governmental institutions more accountable and effective and improve
governance. A more detailed discussion on how this view has been incorporated in the

social fund bottom-up development model follows in Chapter Three.

2.5.2 Institutional View

In the institutional approach, the role of the state is believed to be crucial in inducing
institutional change. The importance of state institutions has been especially eminent in
the New Institutional Economics (NIE) literature. The NIE arguments are mostly
logically and analytically derived rather than based on rigorous empirical evidence.
Nevertheless, they offer important analytical tools for analysing institutional relations,
and constructing frameworks for testing through empirical data. The presence of
efficient government institutions has been argued by Douglass North (1990) as a
necessary precondition to economic and societal change. North (1990: 3) defines
institutions as “the rules of the game in a society” or as “the humanly devised
constraints that shape human interaction”. Institutions consist of formal rules (laws and
regulations), informal rules (conventions, norms, codes of conduct, traditions and

values), and arrangements through which these rules are enforced in a society.

The ‘efficiency’ of institutions is associated with the quality and competence of the
government, political freedoms and the rule of law. Efficient institutions can induce
successful development outcomes by affecting individual and social behaviour. North
(1990) maintains that the effectiveness of the state in enforcing economic contracts
(rights and rules) can largely determine the efficiency of markets. Levi and Sherman
(1997) argue that effective public institutions are in a better position than corrupt ones
to secure co-operation and compliance of citizens and hence promote economic
development and democratic institution building. They stress the importance of

‘rationalised’ bureaucracy, which is close to the Weberian description of politically
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neutral and relatively competent system, based on impartial treatment of clients and
promotion by merit. They believe that the quality of public institutions, especially their
“freedom from corruption”, increases incentives for citizens to comply with state
policies and participate in the construction of effective institutions (Levi and Sherman
1997: 322).

A number of analytical studies explore the relationship between the state institutions
and levels of trust and co-operation in a society (Levi 1998; Hardin 1998; Rothstein
2000). Levi (1998) argues that the ‘trustworthiness’ of the state influences its capacity
to generate interpersonal trust and social cohesion. Thus the attitudes and behaviour of
citizens depend on their perceptions (trust) of the state’s commitment and competence
to enforce the laws in a fair and predictable manner. The trustworthy states can
potentially influence the construction and maintenance of both familial and generalised
trust. Thus by increasing social rights and providing important services, a government
can reduce personal reliance on a family or community to provide those services and
thus reduce the likelihood of conflicts. By effectively enforcing contracts associated
with economic, social and human rights, states can create confidence that individual
interests can be protected and increase generalised trust and co-operation. Similarly,
Rothstein (2000) argues that the efficiency of state institutions can positively affect the
level of generalised trust and social capital of a society. Thus, the strength of
generalised trust is determined by the trust in the ‘universalism’ or impartiality of the
government institutions responsible for implementing laws and policies (Rothstein 2000:
26). Individuals who trust in the impartiality of government institutions would refrain
from corrupting them. Hence not only government officials but also most people will be

trusted to play by the rules.

Institutional theories provide an important tool for the analysis and understanding of the
social and political context in post-Soviet countries. Rose (1998) applies institutional
theories to explain the presence of Soviet style informal networks in post-Soviet Russia.
He criticises the cultural view of social capital, and claims that forms of social capital
are largely influenced by the specific institutional context. Following Weber’s theory
(1968) on the role of bureaucratic organisations in a society, Rose argues that the
society in Russia is permeated by ‘organisational failure’, where formal organisations

are unable to effectively deliver goods and services and “fail to operate impersonally,
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predictably, and in accordance with the rule of law” (Rose 1998: 1). Confronted with
this organisational failure, the population largely relies in ‘getting things done’ on
informal alternatives (e.g., growing own food and borrowing), personalised
relationships and connections, or breaking or bending rules. Conditions of ‘anti-
modern’ society in Russia affect expectations and experience about how ‘things can be
done’ and determine the choice of social capital networks that individuals rely upon.
Rose suggests that in order to reverse the ‘anti-modern’ practices in Russia, “the
immediate need is not to change the values and attitudes of the mass of the population;

it is to change the way the country is governed” (Rose 1998: 20).

Mishler and Rose (2001) support institutional explanations of the origins of political
trust in transition countries. Cultural interpretations mostly attribute people’s distrust of
political institutions to cultural norms and beliefs, holding that “authoritarian values
learned through socialization into an undemocratic regime are likely to persist for a
generation or more beyond the collapse of the old regime” (Mishler and Rose 2001: 32).
Based on their analysis of survey data in ten transition countries, Mishler and Rose
argue that the legacies of the communist past and political socialisation have only
indirect effect on the level of institutional distrust. They suggest that individual
evaluation of the actual economic and political performance of institutions directly
affects people’s current attitude towards political institutions. Thus according to the
institutional theories, behavioural patterns and social attitudes are a consequence, not a

cause of institutional performance.

Institutions which do not produce effective social or economic outcomes, need to evolve
or be replaced with new, efficient ones, to become developmentally effective. In order
to achieve institutional change, it is important to change both formal rules and informal
belief systems (North 1990; 1995). Institutional change requires not only the
establishment of new formal institutions such as rules, laws and organisational
structures, but also a change in the normative orientation, traditions and values to
support these new structures. According to North (1995), even with a change in formal
rules, the informal rules and values may persist and reinforce the perpetuation of old
rules of the game. North (1995: 25) maintains that whilst a change in formal institutions
can happen quickly, informal institutions change gradually. The survival of informal

institutional constraints in the face of alterations in the formal institutions is coined by

70



North as ‘path dependence.” One implication of such path dependence is that the
specific patterns of history and local context can play an important role in shaping

policy outcomes. North (1995: 25) maintains,

Since it is the [informal] norms that provide the essential ‘legitimacy’ to any set of formal
rules, revolutionary change is never as revolutionary as its supporters desire, and
performance will be different than anticipated. More than that, societies that adopt formal
rules of another society... will have very different performance characteristics than the
original country because both the informal norms and the enforcement characteristics will
be different. The implication is that transferring the formal political and economic rules
of successful Western market economies to Third World and Eastern European
economies is not a sufficient condition for good economic performance.

Institutional change requires not only establishing progressive organisational structures
and legislétion, but also changing the informal constraints — i.e., nurture belief systems,
norms of behaviour and codes of conduct that are supportive of new institutions. Thus,
in order to promote participation, a number of changes must happen. These changes
refer to the establishment of formal institutions — laws and regulations that support
decentralisation and citizen participation, organisational structures and channels of
accountability through which people at the local level can express and protect their
interests. It also implies a change in the informal institutions — the norms of behaviour

and values must support the principles of democratic participation and citizen activism.
2.5.3 State-Society Partnership View

This view suggests that state-society partnerships and effective governance procedures
are key to fostering civil society. There is increasing body of empirical evidence based
on case studies about the importance of macro-level structures and institutions in

1.6 On the example of her case study in

affecting development outcomes at the local leve
Northeast Brazil, Tendler (1997) demonstrates the crucial role that institutions of the
state government played in building civil society by actively encouraging relations of
trust and co-operation between civil servants and local communities. Tendler warns
against heavy reliance on civil society and local government under the ‘decentralisation
and participation’ schemes and neglecting central government’s key role in making
decentralised programmes work. She dismisses the hypothesis about ‘one-way

causality’, where good civil society leads to better government. She suggests that there

36 See, for example, collection of articles in Evans (1997).
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is a ‘two-way causality’, where government causes civil society to form, then the civil
society is acting ‘independently’ from outside government to challenge its actions and

demand better services.

Drawing on several empirical studies, Evans (1997) advances a framework for
analysing state-civil society linkages based on the notions of good governance and
state-society partnerships. The concept of ‘state-society synergy’ refers to mutually
reinforcing relations between state and civil society. In synergistic relations, state action
mobilises local communities and fosters social capital; and strong local institutions
enhance the efficacy of the government. Evans believes that “[T]he limits to [state-
society] synergy are located in government rather than in civil society” (Evans 1997:
193). Evans argues that social networks based on trust and co-operation exist in all
developing countries, and that only with the support of state institutions can they turn
into developmentally effective civic organisations. The presence of competent, lawful
and dependable public institutions is crucial for creating an enabling environment for
local institutions to emerge and strengthen. The establishment of such a ‘rule-governed
environment’ is important for fostering the rule of law, providing and enforcing citizen
rights and civil and political liberties (Evans 1997: 180). The state must also support
local institutions by providing various tangible inputs that local people cannot provide
for themselves, as for example infrastructure, agricultural extension and other public
goods and services. In addition, the committed attitude of public sector officials and
direct engagement of the state with civil society can produce and strengthen bonds that
bind together the state and civil society. In this ‘embedded relationship’, public officials
are enmeshed in local social relations and become part of local communities they serve.
They not only support local institutions by providing an enabling environment, but also

work closely with them to achieve shared objectives.

Governance is increasingly becoming part of the formal discourse on participation by
development agencies. Frameworks incorporating linkages to governance and state
institutions in CDD and poverty reduction strategies have been adopted by World Bank
based scholars (Woolcock 1998: 18, 26; Woolcock and Narayan 2000: 238; Das Gupta
et al 2003). The analytical framework of social capital developed by the World Bank
researchers incorporates the governance sphere by introducing a ‘vertical’ dimension to

social capital (defined as functioning of the state and institutional environment) and
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political participation (Narayan 1999; Grootaert et al 2004). The World Bank has
explicitly accepted the importance of establishing an enabling environment to encourage
linkages and collaboration between communities, local and central governments (World
Bank 2002b; World Bank 2004). A World Bank paper on the role of the state in
community development (Das Gupta et al 2003), for example, views state-community
synergy as a catalyst for institutional change. The paper suggests that local capture and
patron-client relations at the local level are the main obstacles to local development. By
drawing out lessons from several case studies, it argues that the “government can
potentially bypass local vested interests and make local agencies more responsive to
local citizens” (Das Gupta et al 2003: 2).

Institutional change in this view has been primarily conceptualised by development
agencies in terms of ‘partnerships’ and ‘reforms’. It is assumed that community
participation and civil society can be promoted through institutional arrangements
encouraging collaboration and partnerships between the state, local governments,
service providers and local community groups, and through improvements in the legal

and regulatory framework and sectoral policies.

2.5.4 Structural View

This view conceptualises the issue of institutional change through the framework of
power relations. It suggests that individual behaviour and actions are largely determined
by the exiting structural constraints. Migdal (1988: 27), for example, argues that choices
about the specific ‘strategy of survival’ of an individual are driven by “available
resources, ideas and organizational means”. Individual strategies, such as reliance on
patronage networks, are determined by “the existing resources and the control over
access to resources” (27). Oakley and Marsden (1984: 31) maintain that structural

constraints represent a major obstacle to achieving participation,

The structure disseminates to the regional and local level and pervades all forms of formal
and informal institutions and relationships. The structure dictates the terms of participation
and reacts oppressively if those terms are refined; its aim is to keep the rural people in their
place, as labour power and possibly as consumers. Participation initiatives emanating from
below, therefore, are faced with the dilemma of attempting to flourish within the context of
the existing structure or of seeking to positively influence the structure.
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The relationship between power structures and psychological barriers to participation
has been scrutinised by a number of feminist scholars. Drawing on Lukes’s (1974)
discussion of power, Kabeer (1994: 228) emphasises the importance of the ‘power
within’. The lack of the ‘power within’ indicates a state of powerlessness, in which
individuals accept the existing inequalities and their role in existing order. Kabeer notes
that the lack of resistance may not necessarily indicate ‘false consciousness’ on the part
of women.*” Thus, women may be aware of the restricted nature of their lives without
knowing what to do about it. The acceptance of subordinate positions can be also driven
by strategic choices of women (as well as men), who recognise the prevailing ‘rules of
the game’ and realise that confrontation can be costly and can jeopardise their security
and personal well-being. Kandiyoti (1988) maintains that women in patriarchal societies
are rational actors, and that their livelihoods strategies, life choices and forms of
resistance are determined by existing institutional constraints, which she calls
‘patriarchal bargains’. Kandiyoti argues that these constraints are not static and they are
subject to historical transformations, in which gender relations are re-negotiated and re-
defined. At the same time, Kandiyoti (1998b: 142) stresses that the scope of resistance
of subordinates is normally restricted by existing power relations, and that “the

powerful are much better placed to change the rules of the game unilaterally”.

It is thought that promotion of participation (or empowerment) implies a redistribution
of power. Nelson and Wright (1995: 6-7) note that adopting a ‘structural view’ to
empowerment would require a structural transformation, and not simply behavioural
changes. Eyben (2004: 21) maintains that institutional change entails challenging the
existing power hegemony in a society. This brings in an important political dimension
that has been ignored in other views of institutional change. The attempt to change
existing power relations is an inherently politicised task, and hence building the political
agency or ‘political capital’ of the poor is as important as strengthening social capital. It
is thought that in order to become an effective tool for poverty reduction, empowerment
must be viewed as a combination of social and political participation. Gaventa (2004)
suggests that effective political rights are necessary for people to claim their social and

economic rights. He argues for the need to extend the concept of participation to ‘citizen

%7 One interpretation of ‘passivity’ is based on the ‘false consciousness’ argument, which rests on the
assumption that “elites are able to impose their own image of a just social order, not simply on the
behaviour of non-elites, but on their consciousness as well” (Scott 1985: 39). It assumes that marginalised
people accept their situation “as normal, even justifiable part of social order” (Scott 1985: 39).
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participation’ to encompass not only direct forms of participation in communal life and
social spheres, but also indirect forms of political participation. Such ‘citizenship’
approaches directly link micro-level processes and institutions to broader issues of

politics and governance (Gaventa and Valderrama 1999: 4).

The structural view suggests that effective societal transformation depends on poor
people’s political capabilities and their capacity to mobilise for political action to tackle
the wider structural causes to local problems. Friedmann (1992: 33; 67-68) in his
“(dis)empowerment model of poverty” argues that in addition to economic and
psychological empowerment, effective political power is required for people to be able
to engage in polity, and control their “life space”. Hickey and Mohan (2004: 168) based
on a review of a selection of participatory initiatives and programmes, conclude that the
success of development policies and practices largely depends on “being part of a
broader project that is at once political and radical”. Mosse (2004: 56-57) suggests that
the capacity building and bottom-up approaches to empowerment employed by
development agencies are not adequate for changing the existing power structures and
the institutions through which they are expressed. In fact, development interventions,
even those with explicit goals of participation and empowerment, tend to affirm or
reproduce the existing power relations. Mosse believes that power relations are shaped
by wider political systems, and successful empowerment depends on the political

representation of poor people.

In terms of policy prescriptions, this view suggests that empowerment should imply
increasing people’s political capabilities, i.e., support their ability to mobilise politically
and influence public policy. Moore and Putzel (1999) argue that participation in
community based organisations can help certain groups promote their interests;
however, what matters for effective anti-poverty policies is the ability of the poor to
influence the political system. Moore (2001: 324) goes on to argue that effective
empowerment is about taking a direct political action of a “major collective dimension”.
A measure of empowerment is whether the poor are organised politically and whether
local organisations are integrated at regional and national levels. In most donor
programmes and policies, the idea of empowerment is closely linked with the notion of
community. According to Moore, this by definition emphasises the ‘local’ dimension

and limits the ‘collective dimension’ of political action. Moore argues that the state
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capacity can have a significant impact on the scope and nature of civic engagement.
Thus the propensity of “social groups to organize to influence the state depends on
whether they believe the state has the authority and capacity to meet their demands”
(Moore 2001: 326). He maintains that in order to increase political capabilities of the
poor, donors should contribute to enhancing the capacity of the state, designing
effective public policies and establishing an enabling environment, in which people

would have the incentives to organise.

The main agents of change for these scholars are local citizens, who claim and negotiate
their rights ‘from below’. At the same time, this view advocates the need for the state
and donors to empower the poor by supporting an enabling environment in which the
poor can organise politically. It considers participation as a politicised arena, in which
citizens form partnerships with progressive state and societal agents in order to function
in opposition to the oppressive institutions of the state. According to Fox (2004: 71),
empowerment represents “institutionally recognised opportunities”. In order to trigger
institutional change, both formal and informal institutions of the state need to encourage
opportunities for participation, and the civil society actors should be willing and capable
to engage with these opportunities. The change in the existing power structures can be
induced through “cross-sectoral coalitions”, which would exercise pressures from both
above and below (‘sandwich strategy’) (Fox 2004: 70). Similarly, Mohan and Hickey
(2004: 69) see the change agent in coalitions that emerge between the state and society
around “certain forms of exclusion and subordination”, and that transcend local

communities to forge alliances with regional, national or global movements.

This approach is critical of the ‘reformist’ view of institutional linkages and policy
improvements of the state-society partnership approach. Mohan and Hickey (2004: 69),
for example, view state-citizen alliances in more radical terms than the state-society
partnership view, “This is not in the sanitized and simplistic sense of state-civic
synergies as promoted under the rubric of partnership (Evans 1997), but in the more
political sense of party-social movement dynamics and within the context of a shared
socialist-inspired project”. Thus whilst the state-society partnership view advocates
building the asset base of the poor and removing institutional and structural constraints
to participation through reforms and improvements, scholars of the structural approach

propagate a direct action by the poor as a means to overcome the existing power barriers.
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Conceptualised within the context of structure and power, this view attributes the
transformatory power of citizens to their political capital and the ability to mobilise for

a radical political action.

2.6 Conceptual Framework of the Research

This chapter reviewed various meanings of participation and their implications for
development projects and development outcomes. Participation in development projects
can be conceptualised, operationalised and promoted in different ways and for different
objectives. Participation in development projects is often conceptualised narrowly, and
it is often restricted to contribution of cash, materials and labour. Such participation is
different from authentic or empowered participation, where local people assume
important decision-making roles and responsibilities. In terms of its objectives,
community participation is often promoted for improving project and/or service
delivery outcomes and promoting local self-reliance. Participation in development
projects can also be promoted as a means to local empowerment. The concept of
participation as empowerment is radical, and is concerned with promoting structural
change to enable citizens exercise and claim their rights and benefit from existing

development opportunities.

This thesis adopts the wider definition of participation as empowerment. Following the
wider definition of participation presented in this chapter, this study conceptualises
participation as a state of social and institutional organisation in which citizens are
empowered to influence and control decisions that affect their lives. Such
conceptualisation is different from the narrow definition of participation, in which
participation of citizens in local development is constrained to the provision of
voluntary labour and resources. Thus, it implies that community members become
active agents not only in terms of their physical and material contribution. It refers to
the ability of individuals to take part in decision-making, hold officials accountable and
claim citizenship rights. This view implies that participation is broad-based - not
dominated by local leaders and elites; bottom-up - driven by the community members
themselves and not by top-down directives; and inclusive — whereby all members have
equal opportunities to take part in development processes. This conceptualisation of

participation is based on the notions of citizen rights, inclusiveness and democratic

77



accountability. I use the term ‘civic participation’ to refer to empowered participation,
and use it as a normative benchmark in analysing and interpreting the research data
(Box 2.2).

Civic participation effectively implies institutionalisation of participation, in which
citizens’ involvement in local development becomes the “normal way of conducting
community affairs” (Midgley 1986a: 29). In other words, this implies that participation
becomes not only “role-based” but also “norm-based” behaviour (Uphoff 1997: 9). As
discussed in section 2.5.2 of this chapter, institutions are ‘the rules of the game’ that
provide the overarching framework for political, social, and economic exchange in a
society. In order to institutionalise participation, development interventions must induce
institutional change, i.e., alter the nature of the existing institutions so as they support
participation. In particular, development interventions must promote a change in the
existing institutional and organisational arrangements for service delivery, problem-
solving and decision-making in the contexts where participation is not an accepted or

usual way of getting things done.

Box 2.2: Attributes of Civic Participation
> Participation in collective initiatives and networks is broad-based (not dominated or driven
by leaders and elites) and inclusive (with non-priority groups).

» All members have equal opportunities to take part in development processes.

» Community members have the discretionary authority to convey their voice, influence
important decision-making, and hold their leaders accountable.

» The role of leaders is important; at the same time, decision-making usually involves public
participation, including prior dissemination of information, opportunity for debate and
dissemination of results.

In the post-Soviet context, this implies that the existing Soviet-type institutions or
networks must be replaced with ‘civic’ institutions. Thus, the prevailing institutional
arrangements for getting things done, such as the reliance on the state, informal social
networks and illegal activities (Box 2.1), must be replaced with a different, ‘civic’ forms
of social and institutional organisation (Box 2.2). In this new institutional arrangement,
participation in formal and informal groups and community activism become a

legitimate and effective means for obtaining goods and services and governing local
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development. Participation in the post-Soviet context can become institutionalised when

both formal and informal rules and values support it.

In this thesis, I examine the effectiveness of the social fund model in promoting
participation and capacity building from an institutional perspective. Thus, I investigate
whether the ASIF micro-projects promoted change in the existing institutions and local
social organisation in the sample communities to support meaningful participation and

enhance local institutional capacity.

This chapter reviewed different approaches to promoting participation and civil society.
The cultural view, which underpins many CDD and community-driven projects, implies
that constraints to citizen participation are rooted in behavioural patterns, human
abilities and social attitudes. It stresses the importance of strengthening social capital
(defined as interpersonal trust and norms of co-operation), enhancing local knowledge
and skills, and reducing psychological barriers to participation, such as the ‘mentality of
dependence’ and paternalistic expectations. The institutional and state-society
partnership views hold that the governance environment, the quality of public
institutions and strong state-society linkages are crucial for fostering civil society..
Depending on the character of the regime, the shape of public policy and the nature of
governance, states can enhance or prohibit opportunities for individuals to participate.
The structural view suggests that the promotion of participation as empowerment
implies redistribution of power. It holds that changing the existing power relations is an
inherently political task, and hence building the political agency or ‘political capital’ of
the poor is as important as strengthening their social capital. These views raise
important questions about the effectiveness and relevance of development interventions
based on the cultural model. This research examines the effectiveness of ASIF’s
bottom-up development model, which it will be argued is based on the cultural view of

institutional change.

This chapter argued that a key factor affecting the outcomes of community-driven
projects is associated with the specific understanding and interpretation of participation
by a donor agency and methodologies employed for promoting participation and
capacity building. There are also complexities associated with existing structural and

institutional relationships at the national and local level. Some difficult questions that
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development professionals face are how to define ‘community’ in development projects
so as to reflect the heterogeneity of local needs and preferences, how to counter the
possibility of elite capture of development benefits, how to ensure the inclusion of all
social groups in development processes and how to create incentives and conditions for
meaningful and sustainable community participation. Some of these complexities are
discussed in this thesis with regard to the ASIF project. In particular, this thesis
examines ASIF’s conceptualisation of participation and the effectiveness of ASIF’s
outreach and social mobilisation methodologies and operating procedures in promoting
participation and capacity building. It explores how the ASIF micro-projects addressed

the issues of diversity of local interests, inclusion, local capture, and accountability.

This chapter discussed the existing preconceptions and understanding about the Soviet
and post-Soviet civil society and community participation. The weak associational life
in most Soviet countries has been interpreted as reflecting the weakness of civil society
in general. The existing communal forms of social organisation in post-Soviet society
have been either overlooked or considered ‘uncivic’. It is a commonplace belief that the
‘Soviet mentality’ and weak social capital prevent community members from initiating
solutions to local problems and actively managing local development. This chapter
demonstrated that both associational and communal forms of civil society indeed
existed in the Soviet Union, although their substance and manifestations were different
from the commonly accepted Western notion of civil society. This research tests the
existing preconceptions about the post-Soviet civil society and community by exploring
the nature of institutional and social relations and patterns and nature of community

participation in the sample communities.

The next chapter, Chapter Three, reviews the key objectives, design features and
operating procedures that most social funds share. The chapter presents the main
assumptions behind the social fund bottom-up model for promoting participation and

capacity building.
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Chapter Three. Social Funds as a Development Model

This chapter reviews the key objectives, design features and operating procedures that
most social funds share. Based on agency and project literature, this chapter
deconstructs the main hypotheses and assumptions underlying World Bank supported
social fund projects. In particular, it presents the main hypotheses and assumptions
behind the social fund bottom-up model for promoting participation and capacity
building. These hypotheses and assumptions have been used to construct the research
framework and define the key indicators for assessing the processes and impacts of the

ASIF micro-projects in the sample communities (Figure 5.3).

3.1 The Growth and Evolution of Social Funds

One of the main models of community-driven development are social funds or social
investment funds. Social funds are perceived to be more effective than traditional
government instruments in improving local service delivery and promoting participation
(Rawlings et al 2004; Jorgensen and Van Domelen 1999; Narayan and Ebbe 1997,
Schmidt and Marc 1995). First, social funds are thought to be effective and efficient
providers of essential social and economic infrastructure to the poor (Box 3.1). They
have a reputation for fast disbursements and low costs and low overheads in delivering
infrastructure. Second, social funds are considered flexible and adaptable instruments
that can be applied in a variety of circumstances and for various objectives. Thus, it is
thought that they can provide temporary safety nets during crises and natural disasters
as well as longer term social protection and policy support; serve as effective
procurement agents for construction of local infrastructure and act as catalysts for
community development. Finally, as bottom-up and decentralised delivery instruments,
social funds are thought be in a better position to promote community participation,
empower the poor and vulnerable, generate trust and strengthen local institutions and

community groups.
The objectives and strategies of social funds have evolved over time. Social funds

originated as temporary emergency mechanisms to reduce the negative impact of the

economic crises and structural adjustment programmes of the late 1980s in Bolivia,
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Honduras, Ghana, Zimbabwe and some other countries.’® A common characteristic of
the early emergency funds was that they were “supposed to disappear” once the crisis
situation was over (Schmidt and Marc 1995: 5). Over time, however, the mandate of
social funds as providers of temporary social safety nets has changed. Since the mid-
1990s, social funds have been increasingly aspiring to achieve more sustainable
developmental effects. Today, social funds place greater emphasis on long-run
improvements in living conditions and institutional development. It is thought that
social funds can be important instruments in social risk management strategies
(Jorgensen and Van Domelen 1999). It is believed that in addition to their risk coping
function, social funds can be “potentially important vehicles for risk reduction and

mitigation” (Jergensen and Van Domelen 1999: 21).

Social funds pursue diverse mandates adapted to different country circumstances.
Development of social and economic infrastructure is the core activity of most social
funds. In about 80 percent of their projects world-wide, social funds provide grant
funding to local communities, local governments and other local agents for improving
priority infrastructure (Rawlings et al 2004: 1). Social funds finance social and
economic infrastructure in various sectors, including education, health, irrigation, water
supply and sanitation. Besides infrastructure projects, some social funds provide
financing for improving the delivery of important social care services, including support
for persons with disabilities (Egypt, Yemen and Honduras), school feeding programmes
(Panama), programmes for youth and the elderly (Chile), family counselling (Jamaica),
teacher training (Moldova) and targeted interventions for vulnerable groups (Panama).
In several countries (Chile, Honduras, Bolivia and Zambia) social funds provide support
to local governments in order to build their capacity to effectively identify and manage
local level investments. Many social funds (Chile, Yemen, Egypt and Albania) support
income generating activities by facilitating access of the poor and disadvantaged to
financial services and providing technical assistance to encourage development of
micro-finance institutions. Empowerment, social capital and capacity building are
increasingly becoming the explicit goal of many social funds. In the OED review of
social funds, about one third of social funds (21 of 66) included capacity building

among their objectives (OED 2002: 41). Community empowerment was stated among

38 The first, ‘emergency’ social fund was established in Bolivia in 1987.
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social fund objectives in twelve percent of funds. Five percent of relatively recent funds

mention social capital and social cohesion among their objectives.

Box 3.1: Social Funds as Service Delivery Instruments

The primary impact of social funds on human welfare has been in terms of improved quality of
social infrastructure and the level of service provision. Social funds have been successful in
construction of infrastructure in health, education, water, irrigation and other important sectors.
The findings of the World Bank’s cross-country evaluations (Rawlings et al 2004, OED 2002)
suggest that creation of facilities by social funds increased access to essential services and
improved welfare outcomes. How sustainable are social fund benefits? The existing evaluations
point out that infrastructure sustainability remains a key challenge for most social funds (IADB
1998: 6; Carvahlo et al 2002; Rawlings et al 2004). Some of the key issues that have been found
to affect the probability of sustaining the infrastructure benefits include inadequate arrangements
for ensuring technical quality of micro-project facilities (e.g., inadequate standards and designs
and poor supervision); lack of clarity and awareness of maintenance roles and responsibilities of
different parties; and inadequate local financial and technical capacity to undertake O&M
(Carvahlo ef al 2002: 8).

3.2 The Design and Operating Procedures of Social Funds

It is difficult to make generalisations about social funds as they all have different
organisational models and methods of operation. Based on the review of the literature
on social funds, I have identified a number of important design features and operational
characteristics that most social funds share. These characteristics make social funds
different from and allegedly superior than traditional service delivery instruments.
These include decentralised and participatory micro-project implementing principles,

demand orientation and organisational autonomy.

3.2.1 Community Participation

Social funds operate in a decentralised and participatory fashion as distinct from over-
centralised public sector programmes. The tasks of investment selection, design, and
construction are carried out by community groups and/or local governments, NGOs and
private firms, and not by a specialised public agency. Social fund micro-projects are
implemented through a project implementing agency (or implementing committee).
Such implementing agencies (IAs) can be a locally elected community committee
authorised by the beneficiary community to act on its behalf (Armenia, Peru and

Zambia). In many social funds (Honduras and Nicaragua), beneficiaries may be
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represented by a variety of local intermediary agents, including local representatives of
national and regional authorities, local governments, and NGOs and CBOs. In others
(Bolivia), funding requests are primarily channelled through municipal governments. Of
60 social funds reviewed in the World Bank’s OED study, 23 percent worked only with
communities, 8 percent worked exclusively with local governments, and 60 percent
allowed participation of both communities and local governments (Carvahlo et al 2002:
17).

Social funds aim to transfer control over resources and decision-making to micro-
project beneficiaries. This is different from the top-down project planning and
implementation programmes that ignored user preferences and incentives and that were
mainly geared towards providing engineering solutions. Beneficiary participation in all
stages of a micro-project cycle is considered to be an important factor in influencing the
appropriateness, impact and sustainability of social fund micro-projects (Schmidt and
Marc 1995: 6). It is believed that participation can ensure that micro-projects are more
likely to reflect local priorities and are more likely to be used by the local population. It
can also engender community ownership and greater willingness to take responsibility
for the O&M of the investments. The World Bank’s review of social fund BAs found
that the effects on the project relevance, quality, transparency and capacity building
were greater in the social funds where the beneficiaries took part in micro-project
activities through community committees as opposed to other intermediaries (Owen and
Van Domelen 1998: 33, 37). The World Bank’s cross-country evaluation of social funds
(Rawlings et al 2004: 151-153) suggests that community participation in the micro-
project activities ensured greater utilisation and sustainability of services. Community
participation is also promoted by social funds as a means for empowering communities

and building local capacity (more detailed discussion follows in section 3.3).

Most social funds differ in their operating procedures and implementation mode and the
extent to which they encourage community participation. This section provides a
general description of some of the mechanisms that social funds use to promote

community participation (Box 3.2).

Most social funds undertake a promotion campaign to make potential beneficiaries

aware of the funding opportunity and to elicit local demand. Promotion usually includes
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dissemination of information about the work of the social fund, the requirements and
procedures to follow to access social fund resources, the types of investments that the
social fund may finance and the expected costs and responsibilities the micro-project

may incur.

Beneficiaries are required to identify and prioritise their most immediate needs and
decide on the micro-project proposal. The identification is carried out at an open
community meeting, in which different groups have a chance to discuss and reach
consensus on community problems and possible solutions. It is only possible to request

micro-projects that have been accepted by the majority of the community.

Social funds often formalise participation by requiring communities to elect locally-
based community committees as a micro-project IA. The IA is delegated with the tasks
of project preparation, implementation and management. To ensure that the selection of
the committee is fair, a certain percentage of the community’s households (from 30 to

50 percent) are required to be present at the meeting and sign the minutes of the meeting.

Construction works are usually executed through small private sector contractors. In
some social funds (Ethiopia), communities are encouraged to execute civil works
themselves. In these funds, implementing agencies contract labour directly from the

community.

In some social funds (Malawi, Zambia and Peru), procurement and financial
management throughout the project cycle are decentralised to the community level. This
is thought to be especially crucial for promoting local control and ownership (Narayan
and Ebbe 1997: 17; De Silva 2000: 7). In these social funds implementing agencies
select and hire contractors and purchase necessary goods and materials. They can hold
bank accounts, handle funds and make payments to the contractors and suppliers. In
many social funds, financial management remains with the social fund (Armenia,
Yemen and Moldova). In this scenario, the community participates in identifying and
selecting a contractor; contractors are hired by the social fund on behalf of the

community, and funds are channelled from the social fund to the contractor.
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The IA members are required to supervise the micro-project themselves or to hire local
supervisors from outside. In case community is not satisfied with the contractor’s
performance, it may be able to withhold payments. Community can also be granted with

the authority to certify satisfactory completion of works.

In order to ensure community involvement and encoufage transparency and
accountability, the IA is required to regularly share information with the public on the
implementation and financial progress. This may include scheduling public meetings,
posting reports and making announcements in public places. For transparency purposes,

it may be required that the accounts books be accessible to the community.

Box 3.2: Social Fund Micro-Project Implementing Principles

Beneficiaries attend a community meeting and select a micro-project
Beneficiaries elect a community committee (implementing agency)
Community is involved in micro-project design and planning
Community prepares and submits proposals to social funds
Community is required to commit to O&M

Community makes in-kind, cash and/or labour contribution
Community directly participates in execution of civil works
Community is legal signatory in agreement with social fund
Community opens bank account and handles funds

Community has the authority for procurement of goods and services
Community organises work schedules

Community has supervisory authority

Community reports on physical progress and financial status
Community can withhold payments to contractors

Community certifies satisfactory completion of work

Community participates in evaluation

VVVVVVVVVVVVVVVY

Adapted from Narayan and Ebbe (1997)

The level of direct beneficiary participation can vary throughout the micro-project
cycle. The World Bank’s review of social fund BAs found that the highest level of
community participation was at the micro-project identification stage, and the extent of
participation narrowed during the preparation and design stage (Owen and Van
Domelen 1998: 23). Participation of beneficiaries during micro-project execution was
mostly limited to resource mobilisation and manual labour contributions (Owen and
Van Domelen 1998: 24). Community participation weakens after the identification
phase, as the task of micro-project preparation and execution is transferred to the

implementing agency formally acting on behalf of the greater beneficiary community.
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One of the dilemmas of the social fund participatory approach is the trade-off between
the need for rapid implementation of micro-projects and the objectives of promoting
participation and building local institutional capacity (Schmidt and Marc 1995: 6;
Khadiagala 1995: 27). Achieving meaningful participation requires effective social
intermediation, which can be time and resource consuming. Pressures for quick
disbursements and micro-project completion that many social funds face can often

undermine community participation (World Bank 1999a: 10; Bigio 1998: 123).

It is believed that social funds are relatively successful in reaching the poor, especially
compared with traditional line ministries (IADB 1997: 15; Owen and Van Domelen
1998: 22; Rawlings et al 2004: 51). The World Bank’s cross-country evaluation
concludes that although the poorest of the poor were well-represented among social
fund beneficiaries, the non-poor also benefited from social fund interventions (Rawlings
et al 2004: 64). At the same time, it is argued that social funds use a broad focus on
poor communities, without proactive efforts to reach out to socially excluded
communities, households and individuals (Jergensen and Van Domelen 1999: 18).
DFID’s evaluation of social funds mentions that “there is little evidence that particularly
vulnerable groups and individuals within communities are included or supported to

formulate projects” (Fumo et al 2000: 17).
3.2.2 Demand Orientation

Social funds are intended to be demand-driven. They have a decentralised, community-
based way of investment selection as distinct from traditional supply-driven
technocratic resource allocations. This assumes that decisions about service provision
are not made by governments based on their definitions of ‘needs’, but are taken by the
users themselves. The demand-driven mechanism is believed to ensure that the selected
investments reflect beneficiary priorities. The availability of local demand is thought to
be crucial for determining community’s support for the micro-project and motivation to
participate. A better match between community demand and service delivery is thought
to increase community satisfaction, further encourage community ownership and
support, and help mobilise community’s involvement in the O&M (Narayan and Ebbe
1997: 45; Rawlings et al 2004: 139).
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Social funds usually establish the types of activities and sectoral areas which are eligible
for financing. Most social funds use a so called ‘closed menus’, in which communities
are given a range of possible investment options from which to choose micro-projects
(as well as a list of ineligible micro-projects). Proponents of this approach claim that
closed menus have targeting advantages. They only allow investments in services that
are more likely to be demanded by and benefit the poor (Weissman 2001: 21). Closed
menu micro-projects are simple to design, prepare and implement by using standard
project plans, predefined operational procedures, sets of objectives and outcome
indicators. They also help to ensure that beneficiary preferences are in line with national
priorities. A strong criticism of this approach is that closed menus constrain community
choice and the opportunity to express their actual felt needs. Social fund BAs show that
closed menus have often been exclusive and narrowly defined (Owen and Van Domelen
1998: 21). Closed menu micro-projects do not leave much scope for innovation and
creative problem-solving (Weissman 2001: 21). The ‘true’ community demand may
also be distorted by the nature of the investment. For example, not all desirable micro-
projects may be feasible to implement and operate because of logistical and/or financial
considerations (Rawlings et al 2004: 142). In their micro-project proposals communities
are often guided by ‘feasible’ objectives that may not necessarily represent their top

priority choice.

Most social funds require some form (monetary, labour and/or in-kind) of contribution
from beneficiaries as the evidence of community commitment. Community contribution
is usually required by social funds up-front, before construction or release of funds.
Contributions usually comprise at least ten percent of the micro-project cost. The
willingness to provide a contribution by beneficiaries is believed to indicate that the
micro-project responds to the local demand. Community contribution can ensure that
communities have some financial stake in the micro-project and would be willing to
sustain micro-project benefits. The contribution of money and labour by the
communities is also seen as a means to “free up public resources for other uses” (Bigio
1998: 25). There are concerns that the contribution requirement may be an obstacle for
many poor to participate. In practice, communities often fail to fully comply with the
contribution requirement. There is a consistent discrepancy between target rates and
actual levels of contribution in many social funds (World Bank 1999a: 20). It may also

be much heavier burden for the poor rather than the better-off community members. For

88



example, some beneficiaries of social fund micro-projects had a perception of unequal

burden sharing within community (Owen and Van Domelen 1998: 25).

There is an inherent contradiction between the demand-driven nature of social funds and
their effectiveness in reaching the poorest and marginalised communities. Due to the
demand-driven mechanism of social funds, their ultimate targeting success depends on
the ability and willingness of poor communities to participate. The poorest communities
may often lack the necessary administrative and technical skills, resources and linkages
to official networks to design viable micro-project proposals and to articulate their
demands (Schmidt and Marc 1995: 6; Stewart 1995: 128; Jack 2000: 12; Tendler 2000:
117). This implies that the targeting effectiveness of social funds may be limited, and
they may mainly benefit the “better-off, better organised, or less remote” communities
(Tendler 2000: 120). Several beneficiary assessments indicate that due to the lack of
effective leadership or geographic isolation, many poor communities in targeted regions
were not able to take part in social fund micro-projects (Owen and Van Domelen 1998:
22). Some social funds adopt flexibility with regard to community contribution by
requiring different levels and types of beneficiary contribution depending on the
beneficiary ability to pay.

3.2.3 Organisational Autonomy

Social funds are generally considered to be part of the public sector; at the same time,
they enjoy considerable organisational autonomy. First, social funds have an
independent legal status, and they are most often established as new agencies outside
line ministries. In many countries, social funds report directly to the President or the
Prime Minister. Second, they have relative independence in annual program planning
and budgeting and in formulation of the policies and administrative procedures. Most
social funds are overseen by a Board of Directors or a Steering Committee which are
normally composed of representatives of the government and NGOs. Third, social funds
are usually exempt from the national public sector rules with regard to recruitment and
salary structures, as well as procurement and disbursement procedures. Even when
social funds are set up within a line ministry (Zambia and Armenia), they enjoy

independence from many public sector restrictions.
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One of the reasons for successful performance of social funds is attributed to the fact
that, due to their autonomous status, they bypass existing institutional structures (Bigio
1998: 27). Their status is thought to safeguard against likely political interference and
ensure that social funds are accountable to their main beneficiaries (Schmidt and Marc
1995: 9). The autonomy of social funds is intended to protect social funds from the
inefficiencies that are associated with the government agencies. It is argued that in order
to effectively deliver essential assistance to the neediest groups, social funds should
bypass the existing official institutions, especially when the latter are inefficient and
corrupt (Jack 2000: 14-15). Autonomy can ensure operational speed and flexibility of
decision-making in planning, financing and implementation. For example, it allows
social funds to disburse funds to the needy communities in a more rapid manner than
public sector agencies (Khadiagala 1995: 25). Due to their flexibility in planning and
budgeting processes, social funds can make modifications and adjustments in their
investment programs on a recurrent basis and adapt their operational procedures to the
changing circumstances (Weissman 2001: 36). As social funds are exempt from the
civil service salary schedule, they can offer competitive salaries and hence tend to

attract highly qualified staff.

Such an autonomous institutional set-up can also have its downsides. As social funds
operate outside the government realm, there is often little interaction between social
funds and central government, which results in little capacity building of the
government. There has been marginal success in training and transferring the experience
and techniques of social funds to line ministries (Jorgensen and Van Domelen 1999: 12;
Carvahlo et al 2002: 13). There are only very few cases of a line ministry or agency
changing its operational methods under the impact of a social fund (Weissman 2001:
13). The DFID review maintains that in most cases social funds create parallel
institutional structures rather than work to reform existing government agencies (Fumo
et al 2000: 11). The operational autonomy of social funds may not be conducive to
effective co-ordination of their activities with existing macro-economic and sectoral
policies. There are no safeguards that social funds be moving in the same direction as
national policies and strategies (Fumo et al 2000: 12; Jergensen and Van Domelen 1999:
12). The autonomy does not necessarily assure that social funds are truly independent in

their resource allocation decisions. Social funds are not immune from political
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manipulations, and they still remain vulnerable to outside influences (Tendler 2000: 118,
121).

3.3 Social Funds as Agents of Institutional Change

As described earlier, social funds are increasingly adopting empowerment and social
capital building as their explicit objectives. The concepts of empowerment and social
capital have become popular in the development discourse and the social fund language
since the late 1990s. Participation in development projects as a means to empowerment
and capacity building was promoted in community development projects and some
social funds before the concepts of empowerment and social capital entered the
mainstream development. For example, Oakley (1991) based on his analysis of project
literature concludes that the involvement of people in economic or physical activities
was promoted to develop group cohesion, solidarity and local capacity throughout the
1980s. The ASIF project belongs to the second generation of social funds, which were
conceived in the mid-1990s. The second generation of social funds is different from the
early, or ‘emergency’ funds of the late 1980s-early 1990s. As Chapter Four shows, in
addition to its emergency infrastructure rehabilitation objective, ASIF also had

developmental objectives of promoting participation and capacity building.

Most second generation social funds use the term ‘capacity building’ to refer to the
objective of promoting community participation and local self-reliance. A community’s
capacity is the ability to effectively and consistently perform such crucial functions as
decision-making, resource mobilisation and management, communication and co-
ordination, and conflict resolution (Uphoff 1997: 9). Narayan and Ebbe (1997: 33)
define organisational capacity in social fund projects as “the ability of people to trust
one another, work together in solving problems, mobilise resources, resolve conflicts,
and network with others”. The terms ‘organisational capacity’ and ‘institutional
capacity’ are often used interchangeably in the social funds project literature, despite the
difference in those two terms.*® The social fund bottom-up model is based on a de facto

framework and has not been manifested in the literature in a consolidated manner. This

% The term institutional capacity is broader than organisational capacity, although the two overlap.
Institutions are complexes of norms and behaviours that persist over time and serve collectively valued
purposes, while organisations are structures of recognised and accepted roles (Uphoff 1993: 16-17).
Organisations can become institutionalised once they acquire legitimacy as a complex of norms and
behaviours that people feel obliged to accommodate and comply with.
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section presents the bottom-up model drawing on project literature and practices of
international development agencies and on its theoretical foundations in the global
literature. This section also draws on the analytical framework of the OED evaluation
design paper (OED 2000), based on the main hypotheses and assumptions behind the
World Bank supported social fund projects.

Social funds are based on the ‘bottom-up’ development model for promoting
participation and institutional capacity building. This model presumes that participation
and capacity building effects can be achieved in several ways. First, social fund micro-
projects are said to have a ‘learning by doing’ effect (Narayan and Ebbe 1997: 33).
Participation in social fund micro-project activities can enhance community’s access to
information and experience. Through their participation in the micro-project cycle,
community members learn new ways and methods of tackling local problems. In
particular, the positive experiences of interaction may enable community members
appreciate the benefits of a collective action and community-based solutions to local
problems. Participation in the micro-project can also help develop and/or improve

technical, organisational and administrative skills of community members.

Second, participation in decision-making and problem-solving can have an empowering
effect on individuals. It can lead to changes in attitudes, behaviour, and confidence and
can enable people to become more actively engaged in local affairs, take initiative and

exercise voice and leadership (Narayan 1995b: 26).

Finally, it is thought that social fund micro-projects can enhance social capital by
assisting communities in developing structures and norms. Thus, social funds help
establish community-based institutional structures (e.g., implementing agencies) that
can continue functioning to solve other problems after micro-project completion and
can become a focal point for the community activity in the future. By establishing
institutional structures and promoting formation of community groups, social funds
create spaces for community participation and interaction. Frequent interactions among
community members and positive problem solving experiences reinforce and cultivate

norms of trust and relations of solidarity.
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The literature on social funds defines social capital following Putnam’s
conceptualisation as “trust influencing collective action” (Kammersgaard 1999: 2). In
order to examine how social capital is conceptualised and operationalised in the
discourse and practice of development agencies, this chapter draws on the framework
offered by Uphoff (2000). ** Uphoff (2000: 218-219) suggests that there are two types
of social capital: structural and cognitive. Structural social capital is manifested through
formal and informal networks and institutions. Within an institutional context, specific
(formal and informal) roles and their accompanying (implicit or explicit) rules,
precedents and procedures guide individuals’ behaviour and regulate activities.
Cognitive social capital is a result of mental processes reinforced by culture and
ideology. It is comprised of norms, values, attitudes and beliefs. Some of the
manifestations of cognitive social capital are reciprocity and trust, solidarity and
generosity (Uphoff 2000: 241-242).

The two forms of social capital are complimentary and mutually reinforcing. Cognitive
processes predispose people toward collective action. Norms, values, attitudes and
beliefs create expectations about how people in certain roles should and will act under
various conditions. Thus shared norms (or expectations) of trust and reciprocity make
co-operative behaviour of people more likely. Relationships of trust increase likelihood
of acceptance of responsibilities; and social networks facilitate enforcement of
responsibilities. In their turn, elements of social organisation establish patterns of
communication and co-operation, co-ordinate individual behaviour and facilitate
collective action (Uphoff 2000: 218, 229).

How does social capital grow? Social capital exists in the relations amongst people and
can come about through changes in these relations (Coleman 1988: 19). Such changes
can be promoted through processes of interaction between people in a community. In
particular, the process of building social capital depends on the quality and quantity of
social interactions (Falk and Kilpatrick 1999: 16). Intensive and positive interactions
can establish a process of social learning and produce changes in attitudes, skills and
knowledge of people. Such learning has the potential to change expectations about

people’s behaviour and hence cultivate norms of reciprocity and trust through which

0 Uphoff's categorisation of social capital is widely used at the World Bank in relation to social funds.
For example, see Serrano (2003).
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actors can become more willing to work collectively with one another. Social structures
with underlying roles, rules and procedures can reinforce expectations of supportive
behaviour and strengthen cultural traits that may have led to co-operation in the first
place (Krishna 2000: 76). Successful co-operation and performance that match
empirical and normative expectations of benefits can have reinforcing effect on both
forms of social capital. This can create expectations that future behaviour will be
positively rewarded, make the probability of future collective action more likely and

encourage future collaborative efforts in new areas.

It is assumed that the improvements in people’s skills and abilities, attitudinal changes
and strengthened social capital would enhance community’s institutional capacity
(Jorgensen and Van Domelen 1999: 20). Institutional capacity is operationalised in
social funds as the ability of communities to actively participate in local development,
undertake mutually beneficial development initiatives and effectively solve collective
action problems. Thus, it is thought that after participation in the micro-project activities
individuals will be more willing and able to participate in local development and initiate
new development projects or activities in order to solve community problems (Schmidt
and Marc 1995: 6; Narayan and Ebbe 1997: 33). In these projects and activities, they
may collaborate and form networks with other individuals, and hence contribute to
further widening of social networks within and outside their communities. The role of
social fund micro-projects as ‘vehicles’ for community development has been described
by Narayan and Ebbe (1997: 33) as follows,

Development projects can be instrumental in helping local groups to organise themselves

to solve their own problems and to network with others to mobilise resources and design

solutions. Once a particular set of project-related challenges has been met, such groups

often move on to addressing other problems. Their new skills result in continued
development that can be sustained beyond the lifetime of particular micro-projects.

The enhanced institutional capacity can also be manifested in the ability of local
communities to effectively resolve collective action problems. In particular, relations
based on shared norms and values can enhance the likelihood of establishment,
acceptance and enforcement of rules and responsibilities for effective O&M of local

infrastructure and governance of common resources (OED 2000: 11-12).

It is argued that in order for social funds to succeed in building community capacity,

they should explicitly incorporate capacity building assistance into their goals and
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budgets (World Bank 2000d: 6, 19). This first of all implies that social funds should
pay greater attention to developing human capital. In particular, the ‘learning by doing’
approach should be complimented with specifically tailored training/capacity building
exercises in order to improve the technical knowledge and organisational skills of

individuals.

3.4 Conclusions

This chapter described the main objectives and operational characteristics of social
funds. Most social funds share similar design and operational features, including
decentralised and participatory method of micro-project identification, preparation and
implementation, demand orientation and organisational autonomy. The chapter
highlighted the trade-off between the need for rapid implementation of micro-projects
and the objectives of promoting participation and capacity building. The chapter also
discussed the contradiction between the demand-driven nature of social funds and
effectiveness in reaching the poorest and marginalised communities. The chapter
suggests that the operational autonomy of social funds may not be conducive to
effective co-ordination of their activities with existing macro-economic and sectoral

policies and for building the institutional capacity of the central government.

The chapter reviewed the theoretical and operational assumptions behind the social fund
bottom-up development model for promoting participation and capacity building. This
model assumes that participation in the micro-project activities can improve knowledge,
skills and abilities of community members, contribute to individual empowerment, and
enhance local social capital, which will translate into increased participation and
institutional capacity of local communities. I have used these assumptions to construct
the research framework and define the key indicators for assessing the processes and

impacts of the ASIF micro-projects in the sample communities (Figure 5.3).
The next chapter, Chapter Four, reviews the objectives, design, micro-project

implementing principles and operational procedures of the Armenian Social Investment
Fund (ASIF) project.
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Chapter Four. The Armenia Social Investment Fund Project

This chapter examines the objectives, micro-project implementing principles and
operating procedures of the ASIF project. In particular, it reviews ASIF’s participatory
requirements, appraisal criteria and performance indicators that were designed to
promote community participation in the micro-project cycle and enhance local
institutional capacity. I have used this information in Chapter Five to distil the main
hypotheses and assumptions underlying ASIF and design the research framework and
key indicators for this study (Figure 5.3). The chapter is based on my review of the
World Bank ASIF Project Staff Appraisal Report (World Bank 1995); ASIF’s
Operational Manual (ASIF 1998) and Beneficiary Impact Assessments (ASIF 1997,
2000), and the World Bank supervision reports. The chapter also draws upon my
interviews with the ASIF staff members, which helped clarify ASIF’s institutional

design and micro-project implementation methods.

4.1 ASIF’s Objectives and Contribution

The Armenia Social Investment Fund Project (ASIF) carried out its activities from
January 1996 until December 2000. The objective of ASIF was to support vulnerable
groups in Armenia through the improvement of basic social services, employment
generation and capacity building. ASIF was founded by the Government of Armenia,
with the support of the World Bank. ASIF’s status and organisational structure are
presented in Box 4.3. The total cost of the project was US$17.45 million. The World
Bank provided most of the funding; the project also included financial contributions
from the Dutch government, Armenian Diaspora organisations, the Armenian
government and local communities. ASIF provided grant finance for the rehabilitation
of essential economic and social infrastructure in response to requests by local groups in
both rural and urban areas. In particular, ASIF supported small-scale projects (micro-
projects) for the rehabilitation of schools, potable water supply networks, irrigation

systems, health care facilities, village access roads and other small-scale infrastructure.
In total, ASIF received 726 micro-project proposals and funded 259 micro-projects. The

approximate average cost of each micro-project was US$50,000. The promotional

activities were completed by the end of the second year in all regions of Armenia, and
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the bulk of the proposals (close to 500) were received by then. Of the total 259 micro-
projects, 35 percent were small-scale school rehabilitation, 32 percent were potable
water projects, 11 percent were irrigation rehabilitation micro-projects and 5 percent
were health facilities. The remaining 17 percent of micro-projects included works on
community centres, orphanages, roads, sewage and waste, and landscaping. In terms of
micro-project distribution, about 38 percent were carried out in the earthquake zone
(Lori, Shirak and Aragatzotn regions (marzes), 25 percent were in Yerevan, 21 percent
in the regions bordering with Azerbaijan which suffered during the Karabakh conflict
(Tavush and Syunik), and 15 percerit in the remaining five marzes. ASIF’s poverty

targeting approach is presented in Box 4.1.

Box 4.1: ASIF’s Poverty Targeting

In allocating resources ASIF primarily targeted areas of poor infrastructure, and not necessarily
those of poorest income. In order to cover the whole territory of Armenia, each of forty former
administrative districts (shrjan) was allocated US$90,000. The distribution of the rest of ASIF’s
funds was based on the assessment of a district’s socio-economic development and the number
of its population. To determine the level of socio-economic development and classify districts, a
poverty ranking and prioritisation of districts was conducted during the ASIF project
preparation. Additionally, in order to assess and prioritise the infrastructure needs in specific
villages and urban neighbourhoods, ASIF’s promotion officers conducted on-site needs
assessment (local study) during their field visits. The priorities of the Armenian Government
played an important role in the ASIF allocations. Based on the Government’s economic
development priorities, ASIF reallocated some of the unspent resources to the areas with the
poorest infrastructure: the earthquake zone (Shirak, Lori and Aragatzotn) and to the regions that
suffered most during the conflict with Azerbaijan (Tavush and Syunik). -

The ASIF micro-projects generated a visible development impact in terms of social and
economic benefits to the communities. The ASIF activities improved the essential social
and economic infrastructure and facilitated access to essential services (ASIF 1996;
1997). During the period of ASIF’s implementation, 5,160 persons received
employment for the duration of five months, of which 1,720 were skilled jobs. Most of
these jobs were temporary, lasting only through the construction phase of a micro-
project. The wages for the unskilled labourers were at the level of minimum poverty
wage (1, 000 to 2, 000 drams or US$2-4 per day), and did not provide significant means
for coping with poverty. ASIF was crucial in fostering private sector development by
introducing competitive procurement and providing training to small-scale contractors
(178 contractors in total). ASIF played a key role in introducing and consolidating

transparent competitive bidding in Armenia’s construction industry.
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Promoting community participation and capacity building was an important objective of
ASIF, which was reflected in the micro-project implementing principles and ASIF’s
operating procedures (World Bank 1995: 14, 26, 39). Participation was thought to help
better identify priority needs, enhance community’s sense of ownership and provide
incentives for beneficiaries to commit to the maintenance of the rehabilitated
infrastructure. ASIF was expected to “reinforce a sense of ownership and involvement
at the community level contributing to the change of attitude necessary for successful
transition at grassroots”, and to “demonstrate the importance of beneficiary participation
in poverty reduction and provide an efficient and effective model for implementation”
(World Bank 1995: 39). It was envisaged that ASIF would “increase local initiatives in
the area of social support” (World Bank 1995: 26). ASIF’s Operational Manual states
“encouragement of the attitude of self-help” as one of its main objectives (ASIF 1998:
6).

The ASIF micro-projects were expected to generate traditions of self-reliance and self-
help through involving communities in decision-making processes and management of
rehabilitation activities. Thus, it was assumed that participation in the micro-projects
could strengthen the administrative, technical and institutional capacity of local
communities and local governments to prepare and implement projects, undertake
competitive bidding, and manage contracts. In addition, it was thought that the
experience of participation in the micro-project cycle can raise the awareness and
understanding of community members and local governments in new ways of
identifying and managing local projects, demonstrate the benefit of participation in local

affairs and support communities to become more active and initiative-taking.

4.2 ASIF’s Micro-Project Cycle and Implementing Principles

ASIF developed a number of participatory micro-project implementing principles to
ensure beneficiary participation in all stages of the micro-project cycle (Box 4.2).
ASIF’s micro-project cycle comprised the following stages: micro-project initiation,

identification, planning and proposal preparation, and implementation.
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4.2.1 Micro-Project Identification

ASIF only accepted those proposals which were identified by the benefiting community.
This was to ensure that the micro-projects were demand-oriented, i.e., that they reflected
the real urgent needs of the community. Community identification was also considered
crucial for ensuring that beneficiaries were involved in the micro-project from the on-set.
Beneficiaries were expected to initiate and select micro-projects at a general community
meeting. In rural areas, ASIF considered the level of community support acceptable
when: (i) the community held a meeting where at least thirty percent of the adult
population of the community attended (attendees were required to sign in and the
meeting’s minutes were to be kept); or (ii) any person or group within the community
organised a petition supporting a micro-project, which was signed at least by at least

fifty percent of the adult population of the community.

Micro-project identification was based on the ‘closed menu’ approach. The ASIF
beneficiaries were offered a range of possible investment options from which they could
choose their priority micro-projects. Minutes of the community meeting or the meeting
of the group organising the referendum were to be enclosed in the proposal, together

with the list of participants and their signatures.

4.2.2 Micro-Project Preparation and Implementation

Micro-project preparation and implementation was delegated to the beneficiary
community. From this stage beneficiary participation was mostly exercised through an
intermediary agent — the Implementing Agency (IA). Any registered or unregistered
local group and community based organisation could serve as the IA. Most commonly,
the community elected the IAs at the general community meeting or on the basis of the
results of the referendum. At least four community members were required to be
included in the IA.

ASIF required communities to provide community contribution which was thought to
indicate the ‘true’ community demand and enhance local support. A contribution of at
least ten percent of the micro-project cost was required for the micro-project acceptance

by ASIF. When a community was unable to provide a contribution of ten percent due to
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extreme poverty, ASIF could use its discretion to reduce it up to five percent. The
contribution could be in-kind (e.g., construction materials or design plans and
drawings), labour or cash. Any person, organisation or local government could
contribute to the micro-project on behalf of the community. -The contribution was
required to be paid after the micro-project approval but prior to the initiation of the

bidding process.

After the community identified the micro-project and elected the IAs, the tasks of
micro-project planning, proposal preparation, implementation and management were
formally transferred to the IAs. At the micro-project planning and proposal

preparation stage, the IAs were required to undertake the following activities:

» Ensure that resources and/or local labour were available for the required
community contribution.

» Secure permits for construction works from authorised organisations, and from
individuals concerned.

» Provide description of works and a simple tentative budget with the micro-
project estimated cost.

» Secure O&M commitments from the authorities concerned and prepare a
Sustainability Plan for the micro-project facility.

» Complete standard proposal forms and enclose all the necessary attachments,
including the resolution of the general community meeting and the list of

signatures of the meeting.

The 1As were responsible for general management of the implementation of the micro-

project. This included the following aspects:

Civil works. The construction was mostly conducted by small-scale private contractors.
The contractors were chosen through competitive bidding. The contract was awarded to
the qualified contractor that had offered the lowest evaluated bid price. The contractor
itself organised its work schedule. For small and simple micro-projects of under
US$30,000 value, and when no contractors were available, the IAs themselves could

carry out civil works.
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Procurement and financial management. The 1As were formally responsible for
preparing bidding documents, drafting invitation to bidders, conducting the bidding,
analysing the bids and contracting the winning company to carry out construction works.
The IAs did not have any authority over the micro-project’s financial management.
ASIF directly paid contractors or suppliers when requested by the IA and after ensuring
that the requested payment was justified. ASIF itself contracted engineers or design

firms for the required technical studies and/or technical designs and drawings.

Supervision. The 1As were responsible for monitoring work progress and the quality of
implementation. The IAs were required to contract an independent local supervisor for
daily supervision of civil works. The supervisor was expected to work directly with
contractors to monitor the progress of civil works, identify problems and bring them to
the attention of the IA and ASIF. Costs for the supervisor services were included in
micro-project expenses (up to three percent of total costs). ASIF itself made direct
payments to the local supervisor. The IA had the authority to certify accomplished
works and approve instalment payments to the contractor. The IA reviewed the
Statement of Accomplished Works (SAW) submitted by the contractor and certified its
correspondence with the completed works. The IA then submitted a Request for
Payment to ASIF so as ASIF could authorise payment to the contractor. The IA had the
right to fine the contractor for not complying with the contract. A representative of the
IA was required to take part in the Hand-Over Committee to certify satisfactory

completion of construction works.

Reporting and Information Sharing. The 1A was required to file and maintain copies of
all micro-project related documents (including financial statements) and make them
available to any interested community member. The IA was expected to regularly report
to the beneficiary community members on the micro-project implementation progress
and financial status. ASIF required the IA to hold information sharing meetings with the
community members at least once a month throughout the micro-project cycle. The 1A
was also required to place copies of important micro-project related documents on a
public board, and to put up in a publicly visible place a sign containing the names of

ASIF, the IA, the benefiting community and the contractor.
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Box 4.2: ASIF’s Participatory Micro-Project Implementing Principles

Community initiates a micro-project at a general community meeting.

Community elects an IA at the general community meeting.

IA prepares and submits proposals to ASIF.

Community makes up-front contribution (cash, in-kind and/or labour).
Community provides commitments for O&M.

IA is legal signatory in agreement with ASIF.

Community can directly execute civil works in small micro-projects.

IA has the authority for procurement of works, goods and services.

IA has supervisory authority.

IA reports to the community on micro-project physical progress and financial status.
IA verifies state of completed works and approves contractors’ statements (SAW).
IA certifies satisfactory completion of work by contractors.

Community participates in the evaluation.

VVVVVVVVVVVVY

Based on the analysis of the ASIF Operational Manual 1998.

4.3 ASIF’s Participatory Operating Procedures

The implementing procedures of ASIF comprised the following stages: micro-project
promotion, appraisal and approval, implementation, follow-up, and evaluation and

monitoring.
4.3.1 Promotion and Micro-Project Initiation

During the micro-project initiation stage, ASIF conducted an outreach (promotion)
campaign in order to increase awareness among community members and potential
private sector contractors about ASIF’s activities, selection criteria and procedures that
must be followed in order to obtain funds. Promotion emphasised the importance of
community participation in the identification and management of micro-projects.

Promotion included the following key activities:

The Promotion Unit organised a workshop, or several workshops when necessary, in the
centre of an administrative district (shrjan)*! for the representatives of district and local
authorities, agencies responsible for the infrastructure facilities, officials involved in

local social services and NGOs, where available. During these workshops the promotion

#! Under the Soviet administrative division, Armenia was divided into 29 districts or shrjans. In 1996,
these districts were merged into 10 larger regions (marzes) (9 plus Yerevan). The old names of shrjans
are still informally used in Armenia to refer to specific geographic areas. As the ASIF project was
designed before the territorial reform in Armenia, its planning and operations were based on the district
(shrjan) level.,
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officers disseminated information about ASIF, its activities and methods of operation.
At the same time, they gathered information about the perspectives and position of the
district/local authorities on the general situation and needs in the region. These
workshops were completed in all of the target regions of Armenia within the first two

years of ASIF’s operation.

After these workshops, the Promotion Unit commenced its activities in the local
communities. Within one to two weeks’ time, several promotion teams (normally
consisting of two officers) visited most villages of the district in order to inform them of
the ASIF’s objectives and procedures and explain the expected roles and responsibilities
of the communities. In the villages, they were supposed to have meetings with
community leaders and community members representing various groups of

stakeholders (women, the elderly, refugees, etc.).

During the same visit, along with the promotional activities, promotion officers
conducted an informal local study. Through informal interviews and observations they
gathered information so as to have an idea about the condition of economic and social
infrastructure of the community, the needs and priorities at the local level and the
community’s capacity to prepare a micro-project proposal and mobilise resources. The
local study helped the Promotion Unit to conduct a preliminary selection of
communities. Those communities that did not adhere to ASIF’s ‘exclusive’ eligibility
criteria (e.g., adherence to the micro-project menu and the maximum cost ceiling) were

left out at this stage.

After the local study, all promotion teams together visited the eligible communities so
as the whole Promotion Unit could take part in the evaluation. The promotion officers
once again assessed the local social situation, infrastructure needs and priorities and the
capacity of the communities to formulate and submit a micro-project proposal. They
advised local leaders about possible avenues for raising the required community

contribution and ways of mobilising community members.

After this visit, the Promotion Unit conducted a preliminary selection of communities.
The main criteria used for the pre-selection was the likelihood of submitting a micro-

project proposal by the community. This was determined through the analysis of such
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factors as the availability of financial resources, willingness of community members to
participate, and the capacity of leaders to raise resources and mobilise a community
action. After the preliminary selection, promotion officers visited the pre-selected

communities and arranged for the day of a general community meeting.

At the general community meeting, community members were expected to identify and
prioritise their needs and select a micro-project to be requested from ASIF. ASIF’s
promotion officers participated in the general community meeting to support the
community to conduct the meeting and to reiterate ASIF’s operating principles and
procedures. In case of a proposal submission by a referendum ASIF helped organise an
initiating group meeting with several community representatives. In case more than one
problem area was raised at the meeting, at least two micro-project proposals were
required to be submitted for the referendum. At the general community meeting (or
based on the results of the referendum), the community was expected to elect an IA for

carrying out the proposed micro-project.

After the completion of promotion activities in each district, ASIF accepted proposals
during a one month period. The proposals were submitted on the micro-project proposal
forms distributed during promotional activities. Where needed, the promotion officers
assisted communities to prepare the proposal. The proposals were discussed at the
Promotion Unit and evaluated against the ‘exclusive’ selection criteria (Box 4.4). These
criteria included adherence to the ASIF micro-project typology, the micro-project cost
ceiling and acceptable level of community support for the micro-project. After
considering the proposals, the Promotion Unit forwarded all of them to the ASIF’s
Executive Committee with its recommendations. If the proposal failed to meet the
exclusive selection criteria, the Executive Committee normally rejected the proposal.
The community was sent a letter of rejection with appropriate justification signed by the
Executive Director. If the proposal met the exclusive selection criteria, it was then
forwarded to the Appraisal Unit for appraisal. In those cases when the allocated funds
for the district were not sufficient to finance a micro-project, the proposal was archived

until the acquisition of additional resources.
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Box 4.3: ASIF’s Status and Structure

ASIF was established as a public agency. It was reporting to the Ministry of Economy and
Finance, but it had financial and administrative autonomy. This autonomous status was designed
to facilitate ASIF’s ability to work with local governments, private sector contractors and
community groups in an efficient and effective manner. ASIF was governed by the Board of
Directors, comprising of representatives of the Armenian government and NGOs. The Board’s
approval was required for the micro-projects to be funded by ASIF. ASIF’s Executive Director
was accountable to the Board of Directors, ASIF’s Executive Committee consisting of the
ASIF’s senior staff was responsible for the approval of all micro-project proposals submitted by
communities. ASIF had fifty staff members. ASIF consisted of three departments and ten units.
The following units were directly involved in the actual work with local communities:
Promotion Unit, Appraisal Unit, Follow-up Unit, Estimation & Bidding Unit and Institutions
Support Unit.

4.3.2 Micro-Project Appraisal and Approval

Following the presentation to the Executive Committee, the Appraisal Unit received all
eligible micro-project proposals. The Appraisal Unit initiated field appraisal of the
proposals. The field appraisal was conducted to verify the need for the proposed micro-
project, establish technical feasibility and possible impact of the micro-project, confirm
community participation and identify mechanisms and commitment for the O&M of the
facility after its completion. The ‘exclusive’ and ‘secondary’ appraisal criteria for
verifying community participation are presented in Box 4.4. The field appraisal was
conducted by an appraisal engineer. When technical expertise was required, ASIF could
request consultant services to carry out an assessment in the field. Based on the field
appraisal, the appraisal engineers scored and ranked all micro-project proposals. The
proposals were then forwarded to the Executive Committee for approval. Micro-projects
between US$50,000 and US$150,000 (and as of 1998, all micro-projects), required the
approval of the ASIF’s Board of Directors. Micro-projects above US$100,000 were also
subject to the World Bank’s non-objection.

During the appraisal stage, ASIF arranged for the preparation of designs and drawings
(were applicable) for the proposed micro-projects. These were normally contracted out
to external experts. ASIF also accepted ready-made designs/drawings that were
available at a community’s disposal. External experts were asked to estimate the
quantity of works to be performed for ‘construction’ micro-projects (the quantity of
works for ‘renovation’ micro-projects was determined by the Appraisal Unit). On the

basis of the estimated quantity of works, the ASIF Estimator designed a Bill of
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Quantities that defined the quantities and cost of works to be performed. It was designed
in accordance with the technical specifications and norms on quality adopted by the

Government of Armenia.

Box 4.4: ASIF’s Appraisal Criteria for Participation

Exclusive Criteria
» Community must hold a meeting in which at least 30 percent of the adult population
participate.
» A petition supporting the micro-project must be organised by a person or a group within
community and be signed by at least 50 percent of the community.

» Community presents a written commitment or other evidence for the provision of
community contribution.

» Community presents a Sustainability Plan where it elaborates mechanisms for the future
O&M.

Secondary Criteria :
» The percentage of vulnerable group members in the community.
» The number of women in the IA,

» Participation of women at the general community meeting.

Source: ASIF Operational Manual 1998

4.3.3 Micro-Project Implementation

For each approved micro-project, the IA signed a legally binding Framework
Agreement with ASIF. The Framework Agreement stipulated the responsibilities of
each party, procurement methods, implementation schedule, and community
contribution. After signing the Framework Agreement, the IA was expected to start the
process of recruitment of the contractor. ASIF held pre-bidding workshops for potential
bidders and the IAs. At the workshops, ASIF introduced the basics of competitive
bidding and ASIF’s requirements and operating procedures for micro-project
implementation. After selecting a construction company, the IA was asked to prepare a
contract based on a model contract provided by ASIF. The ASIF Executive Director
ratified the contract between the IA and the contractor. ASIF authorised the contractor
only after the community’s cash contribution had been deposited on the ASIF’s bank
account, or after in-kind/labour contribution had been received. After recruiting the

contractor, the IA was to proceed with hiring a local supervisor. When the local
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supervisor was hired, the contractor received a letter from ASIF authorising the start of

works.

4.3.4 Micro-Project Follow-up

The ASIF follow-up engineer was responsible for monitoring the progress of civil
works and micro-project implementation. The follow-up engineer visited the micro-
project site at least twice a month. During these visits, he was expected to meet with the
IAs, local supervisor and community members to discuss issues related to the micro-
project implementation and verify the progress and quality of construction works. The
follow-up engineer was also supposed to identify any technical and managerial
problems that the IAs faced. Payments to the contractor were made in several
instalments, in proportion to the quantities of works done. Payments could only be made
upon satisfactory evidence of accomplished works, after the verification and approval

by the IAs and the follow-up engineer.

Upon completion of civil works, ASIF held an on-site completion and hand-over
meeting for each micro-project. The follow-up engineer, the IA, local supervisor,
contractors and community members formed a special Hand-Over Committee. The
Committee determined whether the works were completed and the quality was
satisfactory. After the Committee verified completion of all works, a provisional hand-
over agreement was signed. A retention amount of at least five percent of the micro-
project cost was withheld in case flaws and defects were observed. This amount was
paid only when the IA and the follow-up engineer certified satisfactory condition of
works. The micro-project was considered completed when a final hand-over agreement
was signed. ASIF issued certificates to the IA, contractor and local supervisor about the

successful completion of works.

4.3.5 Evaluation and Monitoring

ASIF developed key performance indicators for monitoring its overall performance
effectiveness. These included indicators for monitoring resource targeting, micro-
project portfolio, procurement and disbursement, contracting, civil works progress,

community involvement and gender participation. On the basis of these monitoring
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indicators ASIF prepared quarterly and annual reviews of the project performance. The
overall project monitoring was done with the help of a computerised, internal
monitoring Management Information System (MIS). The MIS allowed monitoring
progression of micro-projects through the micro-project cycle, collecting and analysing
all financial transactions and preparing regular progress reports. The MIS also allowed
tracking the indicators for monitoring community and gender participation (Box 4.5). In
order to assess the impact of the micro-projects, ASIF commissioned three Beneficiary
Assessments (BAs). These studies focused on the beneficiary perceptions about the

ASIF benefits, community participation and micro-project sustainability.

Box 4.5: ASIF’s Indicators for Monitoring Community and Gender Participation

Proportion of all proposals presented by community.

Proportion of micro-projects with less than 10 percent community contribution.
Proportion of micro-projects with 10 percent or more community contribution.
Proportion of micro-projects for which a maintenance trust fund was set up.
Proportion of micro-projects for which an O&M agreement was reached.
Women as percentage of total IA members.

Average number of women in the micro-project.

VVVVVVY

Source: World Bank Staff Appraisal Report 1995.

4.4 Conclusions

This chapter provided an overview of ASIF’s objectives, micro-project implementing
principles and operating procedures. The ASIF project belongs to the second generation
of social funds, which were conceived in the mid-1990s and were designed to serve not
only emergency service delivery objectives, both also developmental, capacity building
goals. As the majority of social funds world-wide, ASIF provided grant funding to local
communities for improving priority social and economic infrastructure in various
sectors, including education, health, irrigation, water supply and sanitation. Unlike some
other social funds, ASIF did not engage in other activities, such as for example, delivery
of social care services or micro-credit. ASIF is similar to other social funds in terms of
its design and operational features, including decentralised and participatory method of
micro-project identification, preparation and implementation, demand orientation and

organisational autonomy.
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It is argued that the new, third generation of social funds represents more advanced
features. The newest social funds attach greater importance to empowerment, social
capital and social cohesion, by explicitly incorporating them in their formal objectives,
and by introducing targeted capacity building procedures in the project design and
implementation (OED 2002: 41; Rawlings et al 2004: 6).

The chapter showed that participation and capacity building were among the stated
objectives of the ASIF project. ASIF required beneficiary participation throughout the
micro-project initiation and identification, planning and preparation, implementation,
and evaluation and monitoring. ASIF developed a number of participatory
implementing principles to ensure the involvement of community residents on the
micro-project cycle. In particular, these included identification of a micro-project by
community residents at a general community meeting, election of a community-based
Implementing Agency (IA), beneficiary co-financing of the micro-project costs in the
form of cash, in-kind or labour contributions and presentation of Sustainability Plans
certifying beneficiary commitment to the O&M of the micro-project facility. ASIF
delegated the IAs with the tasks of micro-project planning, preparation, contractor
selection and supervision. The IAs were given legal mechanisms to hold the contractors
accountable and ensure adequate micro-project construction quality. The IA was
expected to regularly report to the beneficiary community members on the micro-

project implementation progress and financial status.

ASIF’s operating procedures were designed to solicit community participation
throughout the micro-project cycle. ASIF conducted an outreach (promotion) campaign
in order to increase awareness among community members and potential private sector
contractors about ASIF’s activities. ASIF’s promotion officers participated in the
general community meeting to support the community to conduct the meeting and to
reiterate ASIF’s operating principles and procedures. ASIF provided support to the
communities in preparing micro-project proposals. ASIF’s micro-project appraisal
criteria reflected the participatory orientation of ASIF and required acceptable level of
community support for the micro-project. ASIF developed performance indicators to

track community and gender participation throughout the micro-project cycle.
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The next chapter, Chapter Five, reviews the research design, key methods and the
process of this research and presents the methodological, ethical and moral challenges

that I faced during the research.
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Chapter Five. The Research Design and Methods

This chapter reviews the research design, methods and practice. First, it presents the
research question, and how I set about answering it. Then it provides an account of how
the research framework was constructed and data collected and analysed. The chapter
reviews the key research methods and sample design and characteristics. It also
discusses issues related to the quality of data and transferability of the research findings.
Finally, the chapter describes the opportunities and challenges I faced during the
fieldwork, and how they influenced the quality of the data.

5.1 The Research Design and Framework

This section discusses the research objectives and the approach chosen to address the
research objectives. It presents the research framework and indicators derived for
gathering data. The section describes the key methods used for assessing change and

establishing causality.

5.1.1 The Research Design

The objective of this research is to assess the effectiveness of the ASIF project in
enhancing community participation and institutional capacity in rural Armenia. In
addressing this objective, the research sets out to investigate the impact of the ASIF
micro-projects on community participation and local institutional capacity in selected
rural communities in Armenia. The research identifies key factors that accounted for the
specific impacts of the ASIF micro-projects. The research is designed as a qualitative
case study aimed to provide detailed contextual knowledge on seven rural communities

in Armenia, where ASIF supported irrigation infrastructure micro-projects in 1997-2000.

The case study approach has been defined as an “empirical enquiry that investigates a
contemporary phenomenon within its real life context” (Yin 1994: 13). It involves the
development of detailed, contextual knowledge about a particular case or cases (Hakim
1987: 61). Hence it is particularly well suited for the investigation of complex social
roles and relationships. Case studies can take as their subjects selected examples of a

social entity, including communities, social groups, organisations, life stories, families,
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roles and relationships, and use a variety of data collection methods (Hakim 1987: 61).
The drawback of the case study approach is that since it concentrates on a small number
of cases, findings cannot be claimed to empirically representative (Silverman 2005:
127). The issue of transferability of the research findings is discussed in more detail in

section 5.4.1 of this chapter.

The study uses in-depth qualitative methods of data collection. Qualitative research can
be particularly well suited for probing and understanding the nature and multiple
dimensions of social phenomena and for identifying factors affecting these phenomena
(Snape and Spencer 2003: 4-5). One of the advantages of qualitative research is its
explanatory nature. Thus it “is concerned with why phenomena occur and the forces and
influences that drive their occurrence” (Ritchie 2003: 28). This explanatory role of
qualitative research is achieved due to its facility to allow in-depth and interactive
exploration of meanings, processes, and contextual characteristics. One of the key
features of qualitative research is “openness” towards participants (Flick 1998: 5). It
allows taking into account the diversity of viewpoints, practices and interpretations of
social meanings. Qualitative research aims to study the complexity of contextual
conditions, thus generating rich and extensive data for explaining and interpreting social

phenomena.

It is argued that qualitative methods tend to reflect subjective views and perceptions of
different individuals and use multiple sources of information, which poses difficulties
for researchers to verify the validity of findings and integrity of inferences (Ritchie
2003: 43-44; Robson 1993: 383). Thus due to the variety of sources and types of data,
triangulation may not be an effective validating method (Ritchie 2003: 44). At the same
time, the value of qualitative methods is in exposing the multiplicity of realities,
influenced by respondents’ different perspectives and identities. Qualitative methods are
often criticised for their reliance on non-probability sampling (Ritchie et al 2003: 78).
The non-probability samples are not intended to be representative. Thus sampling units
in this method are purposively selected from population based on prescribed selection
criteria. Probability sampling, in which units of population are chosen randomly and
have a known probability of selection, aims to produce statistically representative
samples, and it is usually considered to be a more rigorous approach (Ritchie et al 2003:

78). Findings from qualitative research cannot be normally used for providing estimates
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(e.g., statements on prevalence or incidence) and for making empirical generalisations.
At the same time, some of the advantages of qualitative methods over quantitative
methods are that they can rely on smaller samples, provide rich contextual data, allow
focusing on both processes and impacts, and help better explain causal linkages (Patton
1987: 9-10).

This research was designed as a ‘social policy’ evaluation.*? Its main objective was to
assess the social impact of a project intervention through examining both project
processes and project outcomes. * The research was not designed to be an
‘anthropological’ inquiry. The main inferences about the local ‘realities’ in this research
have been based on the account of personal experiences and perceptions by the
respondents gathered through interviews at a particular point of time, and not through
the researcher’s long-term personal engagement with the communities’ everyday life
and social and institutional relationships and structures. The data was collected through
the use of in-depth qualitative interviews and focus groups discussions. Limited direct
observation techniques were also used. The evaluation method chosen may have
consequently offered less depth of insight into the issues of local politics, power
structures and social relationships that one could have obtained through
‘anthropological’ research.** At the same time, the qualitative methods used in the
evaluation have allowed soliciting data of sufficient depth to understand the interface
between the ASIF processes and the local social, political and institutional context.
Section 5.4.2 provides detailed information on the specific constraints and opportunities

that I faced during the fieldwork, which may have influenced the quality of the research.

The research consists of two key frameworks. The first framework provides a basis for
the study of the local context in Armenia (Research Framework 1: Figures 5.1 and 5.2).
In particular, this framework was designed to obtain data on the broader socio-economic,

institutional and political factors that influence community participation and

2 More details on the evaluation design and methods follow in sections 5.1.2 and 5.1.3.
> The research was not specifically designed to explore the relationship between project objectives and
5)4roject implementation practices as for example in Mosse’s (2005) ‘ethnography of aid’ approach.
Warwick (1993: 283-284) for example suggests that ‘anthropological’ observations can be especially
suitable for obtaining in-depth information on complex relationships and behavioural patterns, including
processes of leadership and power structures. At the same time, as Patton (1987: 49) argues, there are no
general rules determining “how much depth and detail to strive for in qualitative research”, and these
decisions should be made by a researcher based on available resources, time constraints and specific
needs of the research.
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institutional capacity in rural communities in Armenia. This framework is discussed in
detail in section 5.1.2. The second research framework uses the hypotheses and
assumptions behind the ASIF project to examine the service delivery outcomes,
processes and participation and capacity building impacts of the ASIF micro-projects
(Research Framework 2: Figure 5.3). This framework is described in detail in section
5.1.3. Section 5.1.4 of this chapter discusses how I assessed the impact of the ASIF

micro-projects.

5.1.2 Understanding Local Context

I conducted a detailed exploration of the local context in order to identify broader socio-
economic, institutional and political factors that influence community participation and
institutional capacity in rural communities in Armenia. The detailed exploration of the
local context helped me distil factors that affected the ASIF micro-project processes,
service delivery outcomes, and participation and capacity building impacts. In Chapter
Ten, I used these data to explain how the contextual environment of the local
communities was understood and operationalised in ASIF’s design features, and how it

affected ASIF’s micro-project processes, outcomes and impacts.

The exploration of the local context comprised two stages. First, I gathered information
on the socio-economic situation in the sample communities, including information on
physical and financial assets, access to the essential social and economic infrastructure
and social services, as well as specific geographical, climatic and cultural aspects of the
local context that affect people’s livelihoods (Research Framework 1: Figure 5.1). The
detailed mapping of community assets in individual communities is presented in Annex
5, and a summary of community assets is presented in Figure 7.1 of Chapter Seven. I
used these data to examine how the existing fiscal constraints and high level of material
and social deprivation influence community participation and local institutional capacity

in the sample communities.
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Figure 5.1: Research Framework 1: Community Assets

Key Themes Data Required for Analysis

Demographic and Social > How many years has this village been in existence?

Characteristics » Where do the inhabitants originally come from?

> Has it grown/got smaller or stayed the same within the last
10 years?

> Who are the people most likely to come in or to leave the
community?

» What are the main social groups present (refugees, ethnic
minorities, etc.)?

> Are there some extremely poor/rich households in the
village?

People’s Livelihoods » In the last 10 years, how have the living conditions and
quality of life of inhabitants changed (job availability,
material conditions, security, public services, etc.)?

» What are the main social vulnerabilities?
> What are the main coping strategies?
> What is the people’s perception of their well/ill-being?

Geographical and Climatic » How conducive are geographical and climatic conditions

Factors to local economic development?

Financial Assets > What is the fiscal capacity of the local government?

» What are the main sources of funding of local services and
development activities?

Land » Who has land and who has not? Do they get profit from
land?

» Do all community members have access to irrigated land?
» Do they have sufficient agricultural inputs and irrigation
water to cultivate land?

Economic Activities > What are the main economic activities in the community?

» Do community members get their products to the market
and earn profit?

» Do they have access to credit and loans?

» What is the biggest problem facing the community?

Public Services > What is the situation with public services (health,
education, and utilities), housing and important
infrastructure (water, irrigation, and roads)?

» Who provides important public services?
» Who uses and does not use these services?

Secondly, I explored the existing local institutions, forms and nature of participation,

the intensity of empowerment of local residents, social capital, and institutional capacity

in rural Armenia. I paid particular attention to the governance environment at the local,
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regional and national level, and its impact on local institutions and on the existing forms
and nature of community participation in the sample communities. These data allowed
me to identify social, institutional and political factors that affect participation and local
institutional capacity in the sample communities. I collected these data based on the
indicators developed in Research Framework 1 (Figure 5.2; Annex 2: Interview Guide

1). These data have been analysed and presented in Chapter Seven.

Figure 5.2: Research Framework 1: Community Participation, Social Capital, Local Institutions
and Governance

Key Themes Data Required for Analysis

Community Participation (i) the existence of collective initiatives and projects (both
locally and externally-driven); (ii) forms and nature of
participation in collective initiatives and projects.(the extent
of empowered participation — who participates and how);
(iii) perceptions of residents of their influence, roles and
ownership; (v) perceptions about the benefits of
participation; (vi) nature and dynamics of participation in
the ASIF micro-project.

Structural Social Capital (i) the existence of community groups or organisations; (ii)
nature of participation in the organisations; (iii) nature of
local group (externally or locally induced); (iv) leadership
role; (v) existence of self-governing rules for assigning
responsibilities and allocating benefits; (vi) perceptions of
residents of their influence, roles and ownership; (vii)
perceptions about the benefits of participation; (vii) local
conflicts and how they are resolved.

Cognitive Social Capital (i) the nature of interpersonal relations; (ii) extent of co-
operation, mutual help and solidarity; (iii) local conflicts
and how they are resolved; (iv) extent of social exclusion;
(v) bridging, bonding and linking social capital.

Local Institutions (i) the types of prevailing institutional arrangements for
service delivery, problem-solving and decision-making
(e.g., reliance on civic participation; authorities; relatives
and friends; diffuse connections; breaking the law, other);
(ii) perceptions of residents and local leaders about how
things can get done.

Political Participation (i) the existing accountability mechanisms (horizontal,
vertical and social); (ii) people’s voice in local decision-
making and ability to influence policy options and resource
allocation.

Local Governance (i) local authorities and the nature of local governance
(accountability, responsiveness; transparency; the rule of
law); (ii) managing local development (who is managing
local development, how and how effectively?); (iii)
relations local leaders with local residents; (iv) opinions of
residents about local leaders.
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National and Regional Governance (i) community perceptions about the role and effectiveness
of the central and regional government; (ii) the extent of
support provided by central/regional government; (iii) the
experience of dealing with regional/central governments.

5.1.3 Unpacking ASIF: Project Assumptions and Impact Indicators

In order to assess the impact of the ASIF project, the study uses the theory-based
evaluation method.”” This method is often used in project evaluations and is described
as “systematic assessment of the operation and/or the outcomes of the program or policy,
compared to a set of explicit or implicit standards” (Weiss 1998: 4). The essence of this
method is that in order to evaluate a programme it is necessary to understand the
explicit and implicit theories on which the programme’s objectives, design and
implementation are based. These theories, or hypotheses, represent a “sequence of
assumptions that show how program inputs (staff, resources and activities) translate
through a series of intermediate steps to desired programme outcomes” (Weiss 1998:
70). These assumptions can be used as a guide to evaluation. Thus, data is collected to
test the programme hypotheses and examine how working assumptions are unfolding

during the life of a programme.

One of the advantages of this method is that it allows making inferences about the
validity of working assumptions underlying programme design. This “may help to
increase the generalisability of study results from the single case under study to the
range of programs that are based on similar assumptions” (Weiss 1998: 71). Another
advantage of this method is that it allows focusing not only on programme outcomes but
also on the processes leading to those outcomes. Examination of processes can help
better understand and explain how and why particular effects occur. Thus, linking
micro-project processes to outcomes (i.e., participation and capacity building impacts)
can help establish factors that accounted for the specific ASIF micro-project impacts
(more detailed discussion follows in section 5.1.4). The examination of micro-project
processes is also important for better understanding of local institutions and social
organisation in the sample communities. The opportunity to observe the types and

nature of local responses and processes stimulated by the micro-project interventions at

 This method was used in the World Bank’s OED evaluation of social funds. The theoretical framework
of this research builds upon the framework of the OED draft evaluation design paper (OED 2000), July
12, 2000, which was available on the World Bank’s website in 2000.
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various stages of the micro-project cycle can deepen our understanding of the local

social, institutional and political environment.

For the purposes of this study, I identified the key hypotheses and assumptions
underlying World Bank supported social fund projects and the ASIF project in
particular. In order to do this, I conducted a review of literature on social funds,
including academic publications, impact assessments and project documents (Chapter
Three). In addition, I conducted a desk review and analysis of available World Bank and
ASIF project documents in order to identify ASIF’s objectives, micro-project
implementing principles and operational procedures (Chapters Four). As part of the
fieldwork, I conducted semi-structured and conversational interviews with the ASIF
management and staff members in order to deepen my understanding about ASIF’s

institutional design and implementation methods.

Based on the analysis of the ASIF project documents and my interviews with the ASIF
staff, I distilled the hypotheses and assumptions behind the ASIF project and defined
indicators for assessing the ASIF processes, service delivery outcomes, and
participation and capacity building impacts (Research Framework 2: Figure 5.3). Then I
collected data to test these hypotheses and examine whether the assumptions behind the
ASIF project have been met (Annex 2: Interview Guides 2 and 3). The following are the
main hypotheses and assumptions underlying ASIF’s objectives, micro-project
implementing principles and operational procedures, and indicators developed to test

these hypotheses and assumptions.

Hypothesis 1: Micro-Project Processes. Involvement of community members in the
social fund micro-projects is seen as the key mechanism for enhancing participation in
local development and building institutional capacity. Social funds are thought to enable
local community groups effectively participate in the initiation, identification,
preparation and implementation of micro-projects. In particular, (i) social funds devolve
decision-making authority and resources to community groups; and (ii) social funds
establish organisational structures (IAs) and hence create spaces for community
participation. It is assumed that the demand-driven investment choice (expressed
through the selection of the micro-project and provision of community contribution)

induces local ownership and willingness to participate in the micro-project cycle.
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Indicators:
The extent and nature of participation throughout the micro-project cycle:
» Community members identify a micro-project that reflects its immediate priority
demand.
Community me‘mbers elect an IA.
Community members provide in-kind/cash/labour contribution.
The IA 1is delegated with the tasks of micro-project preparation and
implementation.
» Community members effectively participate in the micro-project preparation
and implementation.
Community members participate in the important decision-making.
Community members hold the IA, local leaders and contractors accountable. |
The IA regularly consults community members (non-IA) and reports on the

micro-project progress and financial status.

Hypothesis 2: Social Capital Effect. Social funds can help build positive social capital.
For the purposes of this study, social capital is operationalised as social norms and
values (cognitive social capital), formal and informal networks and partnerships

(structural social capital).

Cognitive social capital. Social fund micro-projects induce frequent positive
interactions among community members and help establish a process of social learning.
Such social learning can reinforce trusting relations and attitudes of co-operation. The
possible effects of ASIF on social norms can be evaluated at two levels: horizontal -
effects on social norms that regulate interpersonal relations among community members
(e.g., increased co-operation and solidarity, or distrust and conflicts) (bonding and
bridging social capital); and vertical - effects on social norms that regulate relations

between community residents and authorities (linking social capital).

Structural social capital. Frequent positive interactions among community members
and positive service delivery outcomes can result in strengthening of old and creation of
new social networks (formal and informal groups, associations and partnerships). Social

networks and partnerships can be formed at two levels: horizontal (among community
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members only) (bonding and bridging social capital) and vertical (between community
members and representatives of local/regional government; school/clinic directors, other

representatives of official institutions) (linking social capital).

Social fund projects presume that positive experience of participation in the micro-
project cycle and positive service delivery outcomes are key preconditions for
strengthening interpersonal trust and increasing the willingness of community members

to form associations and to get together in the beneficiary communities.

Indicators:

1. Positive experience of community interaction during micro-project preparation and
implementation.

2. Positive service delivery outcomes.

3. Changes in the existing social norms and interpersonal relations:

> Change in the relations among community members (levels of trust and co-
operation).

» Change in the relations between community members and local/regional
authorities and/or school/clinic directors (levels of trust and co-operation).

4. Change in the extent and nature of conflicts in the community.
5. New social networks formed:

> Increased circle of friends and acquaintances, other useful connections acquired
(both inside and outside community).

» Establishment of formal and informal groups, associations and partnerships,
possibly with the involvement of local/regional authorities and other officials.
Increased membership in groups and organisations.

The IA (or some of its core members) continues to be active after the micro-

project completion.

Hypothesis 3: Learning by Doing Effect. Participation in the micro-project cycle can
enhance community’s access to information and experience and help develop new
technical, organisational and administrative knowledge and skills. Community members
can come to realise the benefits of a collective action and learn new ways and methods
of tackling local problems. They may then utilise their knowledge and experience in

other activities in their community.
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Indicators:
Improved skills, abilities, knowledge and practices:
> Improved/new skills, abilities and knowledge (for example, technical,
organisational and communication skills; ability to deal with donors; fund-
raising and proposal writing).
» Community members’ perceptions about the benefits of the ASIF’s method of

service delivery.

Hypothesis 4: Empowerment Effect. Participation in the micro-project cycle can
empower community members, and produce changes in attitudes and behaviour. As a
result of a positive experience of collective action, community members can become
more self-confident and self-aware, and paternalistic expectations can be replaced with
a more self-reliant attitude. Community members may be more willing and able to

exercise voice and participate in local affairs.

Indicators:
> Individuals who were previously passive and/or socially excluded participate in
local development.
» Community members exercise voice, take part in local decision-making and
hold authorities accountable.

» Community members’ perceptions of their role and influence.

Hypotheses 5, 6 and 7: Improved Institutional Capacity. Social funds can strengthen
local social capital (Hypothesis 2), improve local skills, abilities, knowledge and
practices (Hypothesis 3), and promote attitudinal changes (Hypothesis 4), and thus can
help enhance local institutional capacity. Institutional capacity is operationalised in this
study as the ability and willingness of communities to (i) actively participate in local
development and undertake mutually beneficial development initiatives and projects
(Hypothesis 5), (ii) effectively manage, operate, and maintain social fund investments
(Hypothesis 6), and (iii) effectively resolve collective action problems in governing

local irrigation systems (Hypothesis 7).
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Hypothesis 5: Participation Effect. 1t is assumed that participation in the micro-project
cycle can help build social capital (trusting relations and formal or informal networks),
enhance people’s skills, knowledge and experience and promote attitudinal changes, as
a result of which individuals may be more willing and able to participate in local

development.

Indicators:
Enhanced community participation:

» Community-based initiatives and projects, where community members
utilised/or intend to utilise their technical and organisational skills and
experience, gained/improved due to the involvement in the micro-project.

» Increased frequency of development projects (supported by development
agencies and NGOs) and local initiatives for community improvement
(supported by the local/regional budget or community members).

» Leadership initiatives by previously passive/excluded community members (e.g.,
community members initiate small projects, take leadership over an important
issue, mobilise other co-villagers, petition government, etc.).

» Increased scope of participation of community members (e.g., more people

participate in collective initiatives).

Hypothesis 6: Effective Operation and Maintenance. Social funds can enable
community members effectively carry out their roles and responsibilities with regard to
the operation and maintenance (O&M). Thus (i) participation in the micro-project cycle
can engender local ownership and willingness to participate in O&M, and (ii)
strengthened social capital can increase the likelihood of establishment and acceptance

of rules and procedures for O&M and facilitates their enforcement.

Indicators:
Effective O&M:
» Physical condition of facilities.
» Effective O&M rules and procedures in place.
» Awareness, acceptance and compliance with O&M roles and responsibilities.
>

Community members participate in O&M.
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Hypothesis 7: Effective Self-Governance. Strengthened stocks of social capital can
allow community members effectively resolve collective action problems in governing
local irrigation systems. In particular, strong social capital can enhance the likelihood of
establishment and acceptance of rules and procedures for governing irrigation and

effective enforcement of these rules and procedures.

Indicators:
Effective self-governance procedures:
> Effective rules and procedures for allocation and distribution of water.
» Awareness by community members of rules and procedures, and the extent of
compliance with these rules and procedures.
Existence of monitoring arrangements to prevent free-riding.
Extent to which water conflicts are prevented and resolved.

Satisfaction of users with the existing arrangements.

Figure 5.3: Research Framework 2: ASIF’s Impact on Community Participation and Local
Institutional Capacity

Hypotheses Assumptions Data Required to Test the
Hypotheses and Assumptions

1. Social funds Social funds devolve decision-making The extent and nature of

enable community authority and resources to community participation throughout the

members effectively  groups. micro-project cycle:

participate in the

Initiation, Social funds establish organisational Community members identify a

1dent|ﬁc:¢1t|on, structures (IAs) and hence create spaces micro-project that reflects its

preparation and for community participation. immediate priority demand.

implementation of

local infrastructure L . .

Demand-driven investment choice Community members elect an

micro-projects. . . e
induces local ownership and willingness 1A,

to participate in the micro-project cycle.

Community members provide
in-kind/cash/labour contribution.

The IA is delegated with the
tasks of micro-project
preparation and implementation.

Community members
effectively participate in the
micro-project preparation and
implementation.

Community members participate
in the important decision-
making.

123



Community members hold the
IA, local leaders and contractors
accountable.

The 1A regularly consults
community members (non-1A)
and reports on the micro-project
progress and financial status.

2. Participation in the
micro-project cycle
builds positive social
capital.

Frequent positive interactions among
community members build/strengthen
trust.

Frequent positive interactions result in
strengthening of old and creation of new
social networks.

Positive experience of
community interaction during
micro-project preparation and
implementation.

Positive service delivery
outcomes. ‘

Changes in local social and
interpersonal relations.

Extent and nature of conflict
resolution.

Development of formal and
informal social networks,
groups, associations and
partnerships.

Increased associational
membership.

3. Participation in the
micro-project cycle
enhances
community’s access
to information and
experience and helps
develop new
knowledge and skills.

Community members develop technical,
organisational and administrative skills.

Community members learn new,
community-based approaches to tackling
local problems.

Improved/new skills, abilities
and knowledge.

Community members’
perception about ASIF’s method
of service delivery.

4, Participation in the
micro-project cycle
empowers

community members.

Changes occur in attitudes and behaviour.

Community members are more willing
and able to exercise voice and participate
in local affairs.

Individuals who were previously
passive and/or socially excluded
participate in local development.

Community members exercise
voice, take part in local decision-
making and hold authorities
accountable.

Community members’
perceptions of their role and
influence.
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5. Participation in the
micro-project cycle
enhances
participation of
community members
in local development.

Community members are more willing
and able to participate in local
development and initiate new
development projects and activities in
order to solve community problems.

Community members utilise
their new/improved skills,
knowledge and experience in
other activities in their
community.

Increased frequency of
development projects and local
initiatives.

Leadership initiatives by
previously passive/excluded
community members.

More community members
participate in local projects.

6. Participation in the
micro-project cycle

Participation in the micro-project
engenders local ownership and

Physical condition of facilities.

enables individuals willingness to participate in O&M. Effective O&M rules and
effectively carry out procedures.
theirrolesand Social capital increases the likelihood of
respo(rilstlb:::tles With  establishment and acceptance of rules and 5y orerece acceptance and
regard to the dures for O&M and facilitates their e wi

. procedures for and facilitates
operation and enforcement. compliance with O&M roles and

maintenance (O&M).

responsibilities.

Community participation in
O&M.

7. Strengthened
social capital allows
irrigators effectively
resolve collective
action problems in
governing local

Irrigators establish rules and procedures,
and assign roles and responsibilities for
managing irrigation systems.

Irrigators effectively enforce those rules
and procedures.

Effective rules and procedures
for allocation and distribution of
water,

Awareness by community
members of rules and procedures

irrigation. and the extent of compliance

with them.

Monitoring arrangements to
prevent free-riding.

Extent to which water conflicts
are prevented and resolved.

Satisfaction of users with the
existing arrangements.

5.1.4 Assessing Change and Establishing Causality

The issue of how to assess change and establish its causality was of key importance in

the design of this research. First, I needed to assess whether the existing features of
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institutional and social organisation in the sample communities (presented in Chapter
Seven) were in any way influenced by the ASIF micro-projects. Second, I needed to
establish whether the observed outcomes could be attributed to ASIF. For example, it
was crucial to trace whether any newly established networks and groups or community-

based projects and initiatives were the consequence of the ASIF micro-projects.

A conventional method to explore project impacts is to conduct ‘before and after’
studies, in which baseline data is compared with the data gathered after the intervention.
There was no baseline data available to assess the participation and capacity building
effects of ASIF. Another method for assessing impacts is the ‘treatment-control’
comparison based on the statistical propensity score matching technique. The treatment-
control comparison method is considered especially ‘reliable’ among many researchers
in development agencies.*® This method was used by Chase (2002) in assessing ASIF’s
targeting and welfare impacts in local communities in Armenia. This method compares
communities in the treatment group (ASIF communities) with communities in the
control group (non-ASIF communities). The control group communities are selected
based on household survey data to match the treatment group communities by their
main social and economic indicators. It is believed that this method allows statistically
rigorous selection of a control group that is almost identical with the treatment group.
Any differences in the treatment and control communities are believed to be attributable

to the studied intervention.

I believe that this method is not adequate for assessing social and institutional impacts
of development projects. In order to isolate the effects of an intervention, control
communities must be matched with treatment communities before the intervention.
Identifying communities with initially identical levels of social capital and patterns of
institutional organisation through their socio-economic characteristics is difficult.
Communities may statistically match by their main social and economic indicators, but
this may not imply that they have identical levels of social capital and similar

institutional characteristics. Secondly, any observable differences in social and

“8 Mansuri and Rao (2003: 38), who conducted a review of CDD evaluations for the World Bank, argue
that “one of the most worrying findings” of their review of CDD activities was that the vast majority of
them did not have “reliable evaluations, based on representative samples with treatment and control
groups, and baseline and follow up data”. They call on to “urgently rectify this situation” (Mansuri and
Rao 2003: 43).
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institutional features between the treatment and control groups may be attributable to a
variety of factors, which are difficult to control for by using a limited menu of basic
indicators from household surveys. It is also difficult to isolate the impacts of other
development interventions that have probably taken place in the community. Finally, it
is hard to identify statistical indicators that would capture the nature and complexity of
social life. As highlighted in section 5.1.1, qualitative approaches can be more suitable
for addressing research questions that require explanation or understanding of complex
social arrangements and their contexts. This research used in-depth qualitative methods

to explore ASIF’s impact and establish causality.

As discussed earlier, I used the assumptions underpinning the ASIF project to derive
the impact indicators in Research Framework 2: Hypotheses 2-7 (Figure 5.3). In order
to assess possible change and trace causality, I gathered data on these impact indicators
before and after the ASIF micro-projects. The summary of the key indicators used in
the ‘before and after’ comparisons is presented in Box 5.1. The ‘before’ data was
gathered by asking retrospective questions to the respondents (Annex 2: Interview
Guides 1 and 3).*’ Thus, I was able to examine whether ASIF micro-projects induced
any change in the patterns and nature of community participation, the intensity of
empowerment of local residents, social capital (social norms and interpersonal relations;
the extent and nature of conflicts; formal and informal groups and organisational
membership), skills, knowledge, abilities and experience of community residents, O&M
arrangements, and self-governance procedures for water allocation and distribution in

the sample communities. The analysis of these data is presented in Chapter Nine.

Box 5.1: Key Indicators Used in the ‘Before and After’ Comparison

Social norms and interpersonal relations (both horizontal and vertical).
The extent and nature of community conflicts.

Formal or informal groups and organisational membership.

Skills, knowledge, abilities and practices.

The intensity of community empowerment.

The forms and nature of community participation.

Operation and maintenance arrangements.

Self-governance procedures and practices.

VVVVVVVY

4T Lewis (2003: 53) argues that qualitative research allows collection of “fairly detailed retrospective
accounts”. At the same time, the quality of data collected through retrospective questioning may suffer
due to “problems with recall, distortion and post-event rationalisation” (Lewis 2003: 54).
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It is possible that the observed outcomes were induced by the existing (pre-ASIF) stocks
of social capital in the sample communities. This issue is especially relevant as the
demand-driven nature of social funds implies that communities with already existing
high levels of social capital are more likely to be successful in obtaining funding and
managing micro-projects (discussed in section 3.2.2 of Chapter Three). In order to
isolate ASIF’s effects, I investigated the individual experiences of active community
leaders and residents (‘tracing back’ technique). Thus, I established what role some
particularly active individuals (for example, local mayors) played in the community
before the ASIF micro-project, and whether their roles in the community after the
micro-project were driven by their participation in the ASIF micro-project or by their

prior experience, skills and social connections.

Box 5.2: Establishing ASIF Effects: ‘Tracing Forward’ (Example)

During ASIF micro-project

» Did the respondent participate in the ASIF micro-project?
> What was the nature of his/her participation in the ASIF micro-project?

After ASIF micro-project

» Did the respondent become a member of a group/organisation after his/her participation
in the ASIF micro-project?

» Did the respondent take part in collective initiatives/projects after his/her participation in
the ASIF micro-project?

Before ASIF micro-project

» Was the respondent a member of any other groups/organisations before the ASIF micro-
project?

» Did the respondent participate in collective initiatives/projects before the ASIF micro-
project?

Another way of assessing the participation and capacity building effects of the ASIF
micro-projects was through examining individual experiences. I established whether the
micro-project ‘activated’ previously passive or socially excluded residents by
examining the experiences of the individuals who were known to be engaged in the
preparation and implementation of the ASIF micro-projects (‘tracing forward’
technique). Thus I identified community members who participated in the ASIF micro-
projects (for example, local leaders, members of the IA and community residents who

co-operated with the IA), and established whether they continued playing an active role
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in the community after the ASIF micro-project (Box 5.2). In order to establish causality,
I also identified patterns of their participation and role in the community before the

ASIF micro-project.

The effects of ASIF were explored through the examination of linkages between the
micro-project processes and outcomes. As mentioned earlier in this chapter, linking
processes to outcomes can help better understand and explain the specific project
outcomes. According to the theory-based evaluation method, in order for a project to
achieve the desired outcomes, a specific phased sequence of causes and effects
envisaged by the project assumptions should hold. By comparing working assumptions
to actual developments it is possible to identify whether the intended linkages occur and
test the project hypotheses. Any breach in any of the phases in the sequence may
negatively affect the end result. It is assumed that participation and capacity building
effects of social funds can occur only when community members have genuine
involvement in the micro-project cycle (Figure 5.3: Research Framework 2: Hypothesis
1). Another assumption behind social fund projects is that positive service delivery
outcomes and positive experience of community interaction during the micro-project
cycle are key preconditions to building local social capital and increasing local

institutional capacity (Figure 5.3: Research Framework 2: Hypotheses 2 and 5).

Box 5.3: Assessing ASIF’s Impact through Micro-Project Processes and Outcomes

1. The extent and nature of participation throughout the micro-project cycle:

Community identifies a micro-project that reflects its immediate priority demand.
Community elects an TA.

Community provides in-kind/cash/labour contribution.

The IA is delegated with the tasks of micro-project preparation and implementation.
Ordinary residents effectively participate in the micro-project preparation and
implementation.

Community participates in the important decision-making.

Community members hold the IA, local leaders and contractors accountable.

The IA regularly consults community residents (non-IA) and reports on progress and
financial status.

2. Service delivery outcomes.

3. The experience of community’s interaction during the micro-project cycle.

\ A4

VVYV VVV

Therefore, I assessed the extent and nature of community participation in the micro-
project decision-making and implementation processes (who and how participated in

the ASIF micro-project) and made linkages to the micro-project impacts (Box 5.3; and
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Annex 2: Interview Guide 2). I also examined the micro-project service delivery
outcomes and the experience of community interaction during the micro-project cycle.
The analysis of the micro-project processes and service delivery outcomes (presented in
Chapter Eight) allowed a nuanced interpretation of participation and capacity building
effects of the ASIF micro-projects (Chapters Nine and Ten).

Finally, another method of assessing change was based on the community’s assessment
of change. 1 explored the perspectives of the respondents about the impact of the ASIF
micro-projects in inducing possible changes in the community and in their own roles

and influence in their communities (Box 5.4; Annex 2: Interview Guides 1 and 3).

Box 5.4: Individual Assessment of Change

Has the ASIF micro-project left any impact in the community?

Has the ASIF micro-project produced any change in the way people view participation in
collective initiatives?

Has the ASIF micro-project produced any change in their individual abilities and skills,
roles and influence?

Has the ASIF micro-project produced any change in interpersonal relations?

Has the ASIF micro-project produced any change their in relations with local authorities?

VV V VvV

The small sample size required for qualitative research did not allow measuring the
change in the scope of participation on the community-wide level. Thus, I was unable to
empirically estimate the change in the number or proportion of community residents
involved in the community-wide initiatives before and after the ASIF micro-projects.
Survey methods seem more appropriate for such investigation. The small sample size
and the limited time frame of this research did not allow capturing the individual
experiences of community members who may have participated and/or benefited from
the ASIF micro-project, but who were not identified and interviewed during the
fieldwork.

5.2 The Research Methods

This section first discusses how the research communities and research population were
selected, and provides information on the sample size and characteristics. It then

describes the main methods used for data collection.
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5.2.1 Research Sample

The fieldwork research was conducted in seven rural communities, where ASIF
supported irrigation micro-projects in 1997-2000. I limited the research to the irrigation
micro-projects for two reasons. Firstly, focus on micro-projects in only one sector
allowed a more in-depth examination of issues related to that particular sector and
obtaining rich data to draw comparisons among different communities. Secondly, the
time and resource constraints did not allow expanding the research to other sectors, such
as education, health and potable water, where ASIF supported micro-projects. I chose
the irrigation sector as it provides an interesting framework for studying complex social
interactions and institutional relations. Firstly, the actual ‘community’ in the irrigation
sector comprises all irrigation users. This definition of a community effectively means
that the ‘irrigation community’ in rural Armenia overlaps with the ‘village community’.
In its irrigation micro-projects, ASIF considered the entire population of a village as the
micro-project community. Such broad definition of community allows examination of
institutional and social relations and obtaining in-depth data on different aspects of

social arrangements on a village-wide level.

Secondly, due to its ‘common pool’ characteristics, the irrigation sector can help reveal
rich insights about the dynamics of community participation and patterns of social
interaction. Thus successful management of irrigation systems depends upon
participation and co-operation of all irrigators. Conflicting interests and preferences and
opportunistic behaviour on the part of even a few irrigators can undermine the
effectiveness of a collective action for the whole community. Such co-operation is often
less structured, as for example, social relations within a ‘school community’. My prior
research revealed that formal rules (e.g., the authority of a school director) and
organisational and physical boundaries (e.g., school building) of the school play an
important role in regulating collective action and inducing participation. Studying social
interaction in irrigation allows obtaining particularly insightful data about the conditions
affecting grassroots co-operation and collective action on a village-wide level, where

the boundaries and spaces for local action are less structured and formally regulated.

The research used purposive sampling to identify the sample communities. I based my

sampling design upon the assumption that the study of communities with different
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socio-economic and demographic characteristics in different regions of Armenia would
enable me to capture a diverse range of contexts and impacts. Features of social and
institutional organisation in different communities can vary depending on their history,
social composition, leadership, socio-economic development, and geographic and
climatic factors. Hence impacts of development interventions can also vary in different

communities.

Table 5.1: ASIF Micro-Projects in the Sample Communities

Community Numberof Micro-project Dates of Start Contract  Actual
Households  Description & Completion cost Community
/Residents Contribution

Ashnak (AK) 429/1450 Construction 28.10.97 $135,866 11%

Talin shrjan of irrigation 19.06.98

Shirak marz pipeline

Paruyr Sevak (PS) 120/730 Construction 06.11.97 $64,712 11%

Ararat shrjan of irrigation 12.03.98

Ararat marz pipeline

Eghegnavan (E) 760/1670 Construction 31.10.2000 $41,674 10%

Ararat shrjan of irrigation 28.12.2000

Ararat marz canal

Khachik (K) 264/1150 Construction 18.11.97 $49,793 21%

Eghegnadsor shrjan of irrigation 31.08.98

Vayots Dzor marz network

Karin (KN) 136/700 Construction 18.11.97 $44,678 9%

Ashtarak shrjan of irrigation 06.05.98

Aragatzotn marz network

Tsilkar (TS) 138/540 Rehabilitation  17.03.98 $31,010 12%

Aragats shrjan of irrigation 15.07.98

Aragatzotn marz network

Arevadasht (AR) 90/120 Rehabilitation  19.09.2000 $67,473 10%

Baghramian shrjan of irrigation 07.12.2000

Armavir marz network

I selected seven communities situated in different administrative regions (marzes) of
Armenia, including Ararat, Vayots Dzor, Aragatzotn, Armavir and Shirak marzes
(Table 5.1).“In my selection, I was constrained by practical considerations. ASIF
supported in total 29 irrigation micro-projects in different regions of Armenia, including
24 communities in rural areas and 5 communities in urban areas. Of these 24 rural
communities, 14 communities in Tavush, Syunik and Lori marzes were remote from
Yerevan, where I was based during the fieldwork. Access to these regions was difficult
due to poor road condition and long distances. I decided to exclude these communities
from the sample and to choose more accessible communities in order to allow myself

flexibility and be able to visit the sample communities repeatedly upon an emerging

*® The majority of these communities are situated in different districts (shrjan).
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need. In order to select diverse communities, I collected preliminary information on the
remaining communities in the list. First, I reviewed the basic socio-economic and
demographic indicators of these communities in the ASIF’s management information
system (MIS). Second, I asked the ASIF promotion officers, who had visited most
micro-project communities, to highlight the key characteristics of the short-listed

communities.

5.2.2 Selection of Respondents and Research Methods

I identified three groups of respondents. The respondents in the first group were
selected from the community members who were most knowledgeable about the ASIF
micro-projects (key informants). The key informants included local mayors, deputy
mayors, school directors, heads and members of the Implementing Agency (IA),
heads/members of Water Users Associations (WUAs) as well as community members
who were somehow involved in the micro-project initiation and/or implementation (Box
5.5). These respondents were selected through purposive or judgement sampling, which
is “a form of non-probability sampling, where informants are selected according to a
number of criteria established by the researcher such as their status (age, sex, and
occupation) or previous experience that endows them with special knowledge” (Burgess
1991: 55). Most key informants were men (in the age range of 40 to 60), which reflects
the patterns of gender participation in the ASIF micro-projects. The only female key
informants were the school directors, several IA members, and the head of the WUA in

Eghegnavan.

The second group of respondents included community residents representing various
social groups in the chosen communities (and not chosen because of their knowledge
about ASIF). These respondents were selected through purposive sampling. The
sampling was stratified so as to reflect the social composition of the beneficiary
communities and represent a variety of beneficiary views and circumstances. I first
studied the social composition of the sample communities, and then identified
community residents with different social backgrounds and characteristics. The
respondents in this category included men and women; the elderly; indigenous residents,
new settlers from other parts of Armenia, and ethnic Armenian refugees from

Azerbaijan; the disabled; the elite and marginally poor and socially excluded
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households; ethnic Armenians and Yezidi Kurds. In terms of its size, this sample was
not selected to be statistically representative of the beneficiary population of the

communities.

Box 5.5: Main Respondents and Research Methods Used
1. Method: In-Depth Semi-Structured Individual Interviews (Key Informants)

Local Mayor

Deputy Mayor

Implementing Agency Head (Local Mayor)

School Director

Water User Association Leaders

Community residents who participated in the ASIF micro-projects (incl. IA members)

VVVVVY

2. Method: In-Depth Semi-Structured Interviews (Community Residents)
>  Individual Interviews: community residents representing various social groups
3. Method: Focus Groups (Community Residents)

»  Focus Group Interviews: group 1 —men (irrigators) (M); group 2 — women (W)

As mentioned earlier, this research used qualitative techniques for data gathering and
measurement. In my interviews with the key informants and community residents in the
second group, I used in-depth semi-structured interviews (Box 5.5). Semi-structured
interviews allow participants to relate their experiences and attitudes “on their own
terms” (May 1997: 111) and ensure a more in-depth exploration of issues. I moderated
the level of structure of the interviews depending on the specific information that I
intended to obtain. In general, I adopted a flexible, exploratory approach to semi-
structured interviews. ** 1 developed interview guides, which contained separate
thematic sections with associated open-ended questions (Annex 2). The interview
guides were developed in accordance to the Research Frameworks 1 and 2. In designing
the interview guides, I consulted the questionnaires of the OED Evaluation of Social
Funds®® and the World Bank’s Social Capital Assessment Tool (Grootaert and Van
Bastelaer 2002). Most questions in the interview guides served as topics. They provided

indication of the issues to be explored, and the actual questions were formulated during

“ Arthur and Nazroo (2003: 111) suggest that there is inconsistency in the usage of terms semi-structured
and unstructured interviews, and that “what some commentators describe as ‘semi-structured’ interviews
may be described by others as unstructured or in-depth”. The boundaries between the two methods are
often blurred, and the approaches to semi-structured interviews can range from using fixed structure and
limited probing to more flexible and open models.

501 am grateful to Soniya Carvalho at the World Bank and Howard White at IDS for sharing with me the
questionnaires of the OED Evaluation.
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the interview. Depending on the context of the interview, I modified the order of these
topics. I retained open conversational interviewing style in order to allow the
respondents to digress towards issues that they deemed to be important. I allowed
greater probing beyond the answers and entered in a dialogue with the respondents. I
worded questions in a neutral language and in a way that was accessible to the
respondents (for example, I refrained from using specific social science terminology).
The number of respondents in each community is presented in Table 5.2. The key
informant interviews lasted from one to two hours. The duration of interviews with

community members varied from half an hour to one hour.

Table 5.2: Number of Respondents in the Sample Communities

Khachik  Karin Arevadasht Eghegnavan PSevak Tsilkar Ashnak

. * * * *

1A ) 1 1 1 1 1 1 1
Head/Mayor

Local Mayor 1 1 1 1 1 1 1
Deputy Mayor 1 n/a n/a 1 n/a 1 1
School 1 n/a 1 n/a 1 n/a 1
Directors

WUA Leaders 1 2 2 1 2 1 2
Other key 2 2 3 2 2 2 2
informants

Residents-2™ 7 8 7 7 8 7 7
group

Total 14 13 14 13 14 12 14
Individual

Focus Group F-4 F-6 F-3 F-3 F-3 F-3 F-3
Interviews M-3 M-3 M-4 M-3 M-4 M-6 M-3
Total Group 7 9 7 6 7 9 6

I conducted focus group interviews with the respondents in the third group to better
contextualise and cross-check the information gathered through the in-depth interviews.
I carried out two focus group discussions in each community. These group discussions
were held with homogenous groups of men, mostly irrigators, and women (one group of
men and one group of women). Focus group discussions were on average one hour
long. Group interviews are more spontaneous and interactive than individual interviews
as they take place in a more natural environment (Finch and Lewis 2003: 171). The
group interviews generated important insights about the social context of my

communities and helped reveal diverse, often critical views of community residents.

135



During my fieldwork, I also engaged in direct observation. In all of the communities, I
visited the irrigation infrastructure facilities rehabilitated through the ASIF micro-
projects. I also visited community meeting places, schools, medical centres, local clubs
and potable water infrastructure facilities. I observed public meetings, social activities

and interaction among community residents and between residents and their leaders.

As part of the fieldwork, I conducted semi-structured and conversational interviews
with the ASIF management and staff members (including the ASIF Managing Director,
Heads of Promotion, Appraisal, Follow-Up and Monitoring and Evaluation Units,
promotion officers and supervision engineers). These interviews helped deepen my
understanding and ‘updated’ my knowledge of ASIF’s operating procedures and
implementation mode. I also interviewed representatives of the government’s Irrigation
Rehabilitation Project Unit and IFAD in order to understand the technical aspects of the
irrigation decentralisation reform in Armenia. Interviews with the representatives of
donor agencies and NGOs, including the World Bank, UNDP, GTZ, Save the Children
and Oxfam, helped me obtain a variety of perspectives and accounts on community
development in Armenia. In total, twenty background interviews were conducted
(Annex 1).

5.3 The Practice of Research

This section discusses how I collected and analysed the data. It describes how I
identified and contacted the research respondents and conducted interviews during the
fieldwork. It then provides information on the analytical approach and main stages of

data analysis.
5.3.1 Data Collection

In order to test the methodological and contextual relevance and applicability of my
research design, in June 2001, I carried out preliminary (pilot) fieldwork. In particular, I
conducted in-depth qualitative interviews in three rural communities in Armenia. I
visited communities where ASIF supported irrigation (Tsilkar), school (Hartagyukh)

and potable water micro-projects (Nor Khachakap). I chose communities with different
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types of micro-projects in order to understand possible influences that specific sectoral

issues could have on the micro-project outcomes.

The pilot fieldwork was an important input in my research. Firstly, it provided me with
important contextual information and invaluable insights necessary for understanding
local institutional and social dynamics in Armenia. Secondly, it helped me refine my
research design by contextualising some of the research concepts and topics and
questions in the interview guides. Finally, my pilot fieldwork was of important practical
value. It helped me improve my research skills and design communication, interviewing
and logistical strategies for my main fieldwork. Thus I had an opportunity to practice
my interviewing skills, test my ability to orientate in the field, engage in a dialogue with
respondents and pursue the goals of my research in the specific context of an Armenian
village. In addition to my pilot fieldwork in the rural communities, I interviewed the key
ASIF staff members to gather specific information about the ASIF operations and

practices and to refine my research framework based on the ASIF project assumptions.

In July-August 2002, I carried out the main fieldwork in the chosen communities. I
recruited the help of an Armenian researcher Arusik Grigoryan, a graduate of the
Department of Sociology of the Yerevan State University. The presence of Arusik was
of great help. In particular, she helped me in arranging the interviews, taking notes, co-
ordinating focus group discussions and solving many logistical matters. The presence of
a female researcher proved to be an important factor in breaking social barriers,
especially in communicating with female community residents. The opportunity to
discuss and reflect on the research findings and share field impressions with Arusik was
extremely helpful. Working in a team helped me retain my energy levels and my sense
of confidence all the way throughout the fieldwork. The presence of our friendly and
down-to-earth driver Arsen Grigoryan also helped build rapport with the community, as
it de-formalised the atmosphere during the interviews and at the same time made our

team look ‘professional’ in the eyes of the community.

I spent three days in each community. Based on my pilot experience, I decided not to
use tape recorders to record interviews, but rather take notes in a notepad. I found that
although most respondents did not object to tape recorders, they did not feel

comfortable to speak their minds and discuss issues openly when they were taped. Both
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I and my assistant took notes during the interviews, which we compared after the
fieldwork. Most interviews were conducted in Armenian; some interviews in the
refugee populated Karin and Eghegnavan were conducted in Russian. At the end of each
day in the field, I discussed the fieldwork processes and findings with my assistant,
which helped me continuously modify the interview guides and interviewing techniques.
After each visit to a community, I wrote up field notes to record my observations,

impressions, and interpretations.

I did not have a prescribed structure for my interviews. In some communities, I started
with a formal interview with the village mayor. In other communities, I started with
interviewing random community members, whom I visited in their homes. After
receiving their, often alternative perspective, I would then conduct a formal interview
with the mayor. In both cases, I was able to collect some preliminary information about
the social and demographic composition of the community, its main social and
economic problems and obtain a general sense about the community, which helped

develop my further research strategies in that community.

Through the local mayors I had access to the IA members. The latter then helped me
identify other community members who collaborated on the ASIF micro-project or
participated in common activities in their community. Through my interviews with the
key informants, I was able to identify community residents with different social
characteristics. In some cases, I found them myself through the contacts given to me by
their co-villagers; in other cases, their co-villagers volunteered to guide me to their
homes. I also interviewed random community members that I encountered on the

village square or in the fields.

Most interviews with the key informants were held at the mayor’s office or in their
homes. By visiting homes of respondents I was able to talk to their spouses and other
family members, which helped me better understand interpersonal and gender relations

in the community.

I arranged the focus group discussions with men by identifying and joining natural

groups of farmers, usually at the village square. In order to arrange focus groups with
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women, I requested female respondents to ask their female friends and neighbours to

join us for a discussion.

5.3.2 Data Analysis

Robson (1993: 378)' distinguishes between informal and formal stages of data analysis. I
began informal data analysis during the data collection phase. I composed summary
sheets for each community, in which I noted some of the emerging themes and issues
and my initial thoughts and interpretations of local processes and the factors that could
account for the micro-project outcomes. After completing the fieldwork, I started a

formal systematic analysis of the narrative accounts, field notes and summary sheets.

I started my formal data analysis with organising the data, i.e., sorting the data
according to the main themes and categories developed in the Research Frameworks 1
and 2. This process involved “creative cutting and pasting of the data” (Patton 1987:
146). I did not refer to computer assisted software programmes, but rather organised and
analysed the data via word processing. I continued organising and re-organising the data
as I was progressing with my analysis. In addition to using the themes and categories
developed before the data collection and analysis, I generating new themes and
categories through the examination of variation in the data. For example, my
classification of local leaders into ‘developmental’ and ‘predatory’ was based on the
examination of patterns of leadership and developmental outcomes in the studied

communities.

The data analysis included four analytical exercises. In the first analytical exercise, I
distilled the main social, institutional and political factors that affect participation and
local institutional capacity in the sample communities. This involved understanding of
socio-economic conditions, patterns of national, regional and local governance, the
existing local institutions, forms and nature of participation, the intensity of
empowerment of local residents, social capital, and institutional capacity in the sample
communities. I first sorted and summarised the data by the main themes and categories
developed in Research Framework 1 (Figures 5.1 and 5.2). I then used the data to depict
an in-depth account of local communities, derive patterns, provide explanations, and

develop typologies. I also grounded the generation of analytical categories and themes
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in the data itself. The output of this exercise is presented in Chapter Seven. These
findings helped me interpret and explain the processes and participation and capacity
building effects of the ASIF micro-projects in the sample communities (presented in
Chapter Ten).

In the second analytical exercise, I analysed the micro-project service delivery outcomes
and processes. I sorted and synthesised the data in each community by the main
conceptual themes and measures of micro-project service delivery outcomes and
processes developed in Research Framework 2 (Figure 5.3 and Box 5.3). In particular, I
first assessed the quality of rehabilitation/construction and the extent to which the newly
rehabilitated facilities benefited community residents. I then explored the patterns and
nature of community participation and leadership roles throughout the stages of
initiation, identification, preparation and implementation of the ASIF micro-project
cycle. These analyses are reflected in Chapter Eight. I used these data to test whether
the assumptions underlying the ASIF project as a capacity building instrument have
been met. Linking processes to outcomes (impacts) helped me interpret and explain the
participation and capacity building impacts of the ASIF micro-projects in the sample

communities (Chapters Nine and Ten).

In the third analytical exercise, I examined the impact of the ASIF micro-projects on
community participation and local institutional capacity in the sample communities. I
sorted and summarised the data according to the impact indicators in Research
Framework 2: Hypotheses 2-7 (Figure 5.3). In particular, I examined the effect of the
ASIF micro-projects on social capital, skills and abilities of community residents, the
intensity of empowerment and the nature and forms of participation, operation and
maintenance (O&M) arrangements, capacity building of Water User Associations
(WUAs) and the organisation of water allocation and distribution in the sample
communities. In order to assess possible change and trace the causality, I compared the
data on these impact indicators before and after the ASIF micro-projects. The summary
of the key indicators used in the ‘before and after’ comparisons is presented in Box 5.1.
I also analysed the data to establish any other types of impacts that were not captured by
the indicators in the research design. In addition, I analysed the linkages between the
micro-project processes, service delivery outcomes, and the observed participation and

capacity building impacts. Section 5.1.4 provides greater detail on the analytical steps in
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assessing change and establishing causality. I compared the key findings and drew the
main commonalties and differences across the communities in the sample. The analysis

of the micro-project impacts is presented in Chapter Nine.

The fourth analytical exercise involved explaining and interpreting research findings. I
analysed how the ASIF project hypotheses and assumptions translated into the observed
micro-project processes and participation and capacity building outcomes. The project
assumptions were analysed on two levels. First, I analysed how the local context
(discussed in Chapter Seven) was understood and addressed in the design of the ASIF
project. Secondly, I analysed how community participation, empowerment, social
capital and social inclusion were conceptualised and operationalised in ASIF’s design
and operating procedures. In addition to the project design related factors, I examined
the key project implementation related issues. At this stage, I revisited and redefined the
initial conceptual framework according to the emerging themes, concepts and issues.

The interpretation of key findings of the research is presented in Chapter Ten.

In my analysis, I made every effort to develop explanatory accounts and inferences
based on sufficient evidence and systematic assessment of all data. Throughout the
analysis I revisited the original data to verify the substantive and contextual accuracy of
the analysis. I also linked the analysis to other research to confirm and compare findings
and interpretations. At the same time, as mentioned in section 5.1.1, it is often difficult
to verify the trustworthiness of qualitative data derived from diverse sources. In order to
expose the multiplicity of local ‘realities’, I incorporated a variety of views and
perspectives in my analysis and interpretations. I adopted a flexible approach to data
analysis in order not to restrict myself to the examination of already predetermined
analytical categories, but also to generate new categories from the data itself. I had
opportunities to check the accuracy of my interpretations through discussions with

development professionals and feedback received at seminars and conferences.>!

' Includes presentation of my research findings at academic conferences at Harvard University,
Cambridge, MA, October 2003, and the School of Eastern European and Slavonic Studies, London,
November 2003; and at a practitioners’ conference on community development in Amman, Jordan, April
2005.
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5.4 Evaluating the Research

This section discusses key issues related to the quality of this research. In particular, it
first discusses the reliability, validity and generalisability of the research findings. It
then presents the methodological, ethical and moral challenges and opportunities that I

faced during my research, and that affected the quality of the data.
5.4.1 Transferability of Research

The issue of transferability of findings of qualitative research largely depends on the
framework within which the findings are generalised (Lewis and Ritchie 2003: 263).
Lewis and Ritchie (2003) distinguish between two levels of generalisation: empirical
and theoretical. Empirical generalisation can be applied to the population from which
the sample is drawn (representational generalisation), and to other settings and contexts
(inferential representation). There are two important aspects of this research that need to
be considered when discussing transferability: ASIF as a development intervention and

the contextual environment within which it operated.

Representational generalisation depends on the reliability and validity of data (Lewis
and Ritchie 2003: 272-274). Reliability can be ensured by the appropriate design and
conduct of the research, including robust sample design and methodologies, consistent
fieldwork, systematic and comprehensive analysis and accurate data interpretation.
Validity can be achieved through minimising sample bias, fully exploring the views of
participants, reflecting the actual meanings assigned to the phenomena by participants,
basing explanations on sufficient evidence and portraying findings so as to accurately
reflect the actual situation. This chapter provides detailed discussion on the research
design and framework, the research sample and the process of collecting and analysing

data, which support the research’s claims to reliability and validity.

Representational sampling in qualitative research is different from quantitative research.
Statistical sampling procedures tend to suggest sample sizes greater than those needed
for a qualitative assessment (Salmen 1999: 6). Qualitative studies use in-depth

methodologies, and hence they can provide sufficient understanding from relatively
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small samples. Inferences in qualitative research are not based on the “prevalence of
particular views or experiences”, but rather on the mapping of the “range of views,
experiences, outcomes or other phenomena under study, and the factors and
circumstances that shape and influence them” (Lewis and Ritchie 2003: 269).
Generalisations to the parent population are drawn “at the level of categories, concepts
and explanation” (269). Thus, representation in qualitative research “is not a question of
statistical match but of inclusivity; whether the sample provides ‘symbolic
representation’ by containing the diversity of dimensions and constituencies that are
central to explanation” (Lewis and Ritchie 2003: 269). The sample of this research was
designed so as to incorporate the diversity of views and experiences in the community

(section 5.2).

The actual empirical findings of my research are specific to the particular geographic
and temporal context of the communities in the sample, and are influenced by the
respondents in the studied communities. It would be inaccurate to assert that the
findings of this research can be universally applicable to all communities in Armenia.
At the same time, I believe the core findings of this study are representative of many
other rural communities in Armenia. Despite their geographic, socio-economic and
historical differences, most Armenian communities share the key features of
institutional and social organisation described in this study. These features are heavily
shaped and determined by the patterns of governance at the national and regional levels.
These patterns of institutional and social organisation are most likely to induce similar
types of micro-project impacts in other communities. The key findings of this research
with regard to the specific characteristics of the contextual environment and the impacts
of the ASIF project have been confirmed by my other research (Babajanian 2002;
2003).

How relevant are the specific findings from the ASIF case study for other social funds?
The inferential transferability largely depends on the similarity between the context
within which the research was conducted and the context to which it is to be applied
(Lewis and Ritchie 2003: 268). It is the key finding of this research that the specific
outcomes of development projects are context-specific. The effectiveness of social
funds largely depends on the specific local institutional, social and cultural context and

policy environment and may vary from country to country. The extent to which the
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findings of this research can be applicable to other situations will depend not only on
the specific contextual environment, but also on the specific institutional and
operational features of social funds. It is suggested that the effects of social funds may
depend on the priorities that different social funds attach to social capital and capacity
building (OED 2002: 147).

As mentioned in Chapter Three, there are variety of social funds, which have different
objectives and operational procedures and employ different implementation
methodologies. As mentioned in Chapter Four, the ASIF project belongs to the second
generation of social funds, which were conceived in the mid-1990s. It is thought that the
new, third generation of social funds represents more advanced features. Thus it is
believed that the ‘newest’ investment portfolio of social funds is “more likely to be
integrated with local government programs, pay more attention to sustainability criteria,
and contain intensive training components” (Rawlings et al 2004: 6). The newest social
funds attach greater importance to empowerment and social capital building, by
explicitly incorporating them in their formal objectives, and by introducing specific
training and evaluation and monitoring procedures in the project design and

implementation.

The variety of contextual environments and the diversity of social funds restrict us from
making categorical empirical generalisations about the participation and capacity
building effects of social funds. At the same time, this thesis allows making theoretical
generalisation. This thesis analyses the validity of assumptions underlying the social
fund ‘bottom-up’ mode! for promoting participation and capacity building. This allows
generalisations about the effectiveness and relevance of social funds for inducing
institutional change in particular development contexts. Thus, it is likely that social
funds based on the ‘bottom-up’ model described in this study may not be effective in
promoting broad-based community participation in settings characterised by high levels
of poverty, prevalence of strong informal networks based on patronage, and poor
governance structures at the micro and macro levels. The research findings can also be

applicable to other community-driven projects that share the social fund ‘bottom-up’
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model. Many community-driven projects, supported by the World Bank, UNDP and

international and local NGOs, in their core features are similar to social funds.>

The findings of this research are consistent with the findings from a number of other
studies, which question the effectiveness of the social fund model in promoting genuine
community participation (Tendler 1999; OED 2002; Rao and Ibafiez 2003). The
findings of these studies are discussed in Chapter Ten. This thesis also uses findings of
evaluations of the ASIFII operation conducted by the author (Babajanian 2002; 2003) to
draw comparisons with the ASIF project. The ASIFII project belongs to the newest
generation of social funds. Commenced in 2001, it explicitly addresses the issue of local
institutional capacity by delivering special training to local government officials and
community groups. It has built-in procedures for encouraging partnerships between
regional and local government officials and community members. Despite the
differences in the operational procedures of ASIF and ASIFII projects, the core features
of the ASIF model remained unchanged in the ASIFII operation and resulted in similar

impacts.

5.4.2 Opportunities, Challenges and Limitations of the Research

My prior work experience in Armenia significantly helped me in preparing for and
carrying out this research. Having worked as Social Development Specialist at the
World Bank in Armenia from 1996 to 1999, I established good working relations with
government officials and representatives of international agencies and NGOs. As a
result, I did not experience difficulty in accessing project documents and background
literature, and in securing interviews with development professionals, who worked on
rural development issues in Armenia. For three years I was directly involved in the
supervision and implementation support of ASIF and in the preparation of ASIF II. I
also conducted three studies of the ASIF project for the World Bank (Babajanian 1999,
2002; 2003). Thus, I had thorough understanding of ASIF’s design features and
operational procedures, which helped me in designing the research framework and

interpreting research findings. Having worked on a number of other World Bank

52 See, for example, Babajanian (1999) on the comparison of community-based infrastructure delivery
projects supported by ASIF, Save the Children and Oxfam in Armenia; and Earle (2004; 2005a) on the
USAID supported community development projects in Central Asia.
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supported projects and research programmes in Armenia, I had good knowledge of the

socio-economic, institutional and political environment in the country.

My experience of working in the area of social development in Armenia was crucial in
inspiring and prompting me to undertake this research. My work provided me with an
opportunity to develop my knowledge and awareness of the country and participate in
project development and evaluation across a variety of social policy issues. Through my
work I became exposed to ‘real’ problems that people in Armenia faced. I was involved
in a number of research projects, which gave me an opportunity to conduct field
research and become aware of the circumstances in which poor people in Armenia lived
and sustained their livelihoods. As I carried out regular supervision missions of the
ASIF project, I frequently visited rural communities and urban neighbourhoods with
ASIF financed micro-projects, conducted interviews with local leaders and some of the
poor and marginalised residents, and assessed the sustainability of ASIF financed

infrastructure.

Whilst working on the ASIF project, I became especially preoccupied with the issue
whether the ASIF project could promote sustainable changes in the Armenian
communities. In particular, I observed that on the one hand ASIF was very effective in
building important social infrastructure, but, on the other hand, it did not succeed in
promoting much community activism and strengthening local institutional capacity. I
was keen to identify specific reasons that accounted for these developmental outcomes
of the ASIF project. Was it because local people were apathetic and disinterested? Or
perhaps the ASIF staff did not invest sufficient effort in mobilising and reaching out to
the local residents? Or were the initial working assumptions behind the ASIF model
unrealistic and contextually irrelevant? I had accumulated substantial knowledge about
the ASIF project and about the social and economic situation in the Armenian
communities. At the same time, I found that my ability to answer these questions was
somewhat restricted by my role as a ‘practitioner’ and programme worker. In particular,
I felt that my understanding of the project was influenced by the specific programmatic
objectives, indicators and evaluation criteria of the ASIF project. I felt that in order to
be able to objectively assess the effectiveness of ASIF as a capacity building
development model I needed to de-link my role as a ‘practitioner’ from that of a

‘researcher’, and to develop a rigorous conceptual and theoretical framework that could
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help me systematise my knowledge, ask the right questions and design benchmarks for
impartial analysis. Hence I decided to enrol in a PhD programme in order to learn about
key concepts, frameworks and debates in the area of social development and undertake
my own research project through which I could attempt to answer some of the questions

I was preoccupied with.

As a ‘native’, Armenian researcher I had several advantages when conducting the
fieldwork. I was perceived by the communities as one of ‘us’, which greatly facilitated
my rapport with the respondents and my access to information. The lack of cultural
barriers allowed me easily ‘understand’ local issues, relate to people’s problems and
experiences and build trusting relations with community residents. As I speak Eastern
Armenian dialect (as opposed to Western, or Diaspora Armenian), I was accepted by
community residents as ‘local’, which removed any possible communication barriers.
Barsegian (2000: 126), based on his fieldwork experience in Armenia, suggests that
public self-representation of Armenians, for example, the ways in which many
Armenians chose to present themselves to the West, and their private behaviour can
often be different. He stresses the importance of looking beyond the “surface of public
performances” (Barsegian 2000: 127). My status of an ‘insider’ helped me gain access
to the actual, private reality of my respondents. As a native Armenian, I was able to
easily understand and ‘decipher’ the cultural and political meanings of issues and
contextual factors. I feel that I was able to accurately interpret statements and

expressions with specific cultural and political references.

My cultural embededness made it sometimes difficult for me to ‘see’ things, especially
at the beginning of my research. Thus, some aspects of people’s behaviour seemed
‘usual’ and ‘normal’ to me, which blurred their cultural and social significance and
deterred me from questioning or exploring them in detail. For example, on my first day
of fieldwork, I witnessed how the shop assistant in the local shop gave ice cream to
some children, without taking any money for it. Later I realised that I did not pay any
attention to such behaviour as I perceived it as ‘something we all do in Armenia’. On
the other hand, this episode could serve as a reflection of the post-Soviet reality, in
which market relations become intertwined with tradition, and what is supposed to be a

purely ‘commercial’ endeavour obtains a ‘human’ face. During my fieldwork 1 was
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becoming increasingly aware of the need to ‘detach culturally’, and I trained myself to

be more alert to my fieldwork environment and seemingly ‘trivial’ experiences.

My ability to generate rapport and build trusting relations with the respondents implied
that most of them were open and did not fear to speak their minds. Most respondents
were generally critical of their leaders and government officials. Communication with
local leaders was generally quite open. Some leaders were more formal than others. For
example, the mayors in Ashnak and Eghegnavan maintained a more official stance and
preferred to answer my questions without engaging in much dialogue or discussions.
Other mayors were more communicative and willing to share their issues and problems
and even ask for advice. The mayors did not explicitly object to my communicating
with community members, and I did not need their prior approval for speaking directly
to community residents. I had a formal letter addressed to the mayors, in which the
ASIF Director explained the objective of my research and requested them to support
me. The mayors (as well as all other respondents) trusted my verbal explanations, and
never asked to demonstrate any formal proof of my mission. At the same time, I felt that
the mayors were not always comfortable with the content and nature of issues raised by
the discussions I provoked. They discreetly monitored my actions and felt relieved
when the research team was ready to leave their community. My awareness of the fact
that the local mayors were the ‘gatekeepers’ in their communities and that my access to
local residents was largely dependent on their good will, made me very cautious not to

exceed the limits of their hospitality and tolerance.

This research was conducted within time constraints. I spent three days in each
community, which seemed to be the maximum time that I could spend in each
community. I realised that after spending two days in a community, the presence of the
research team was becoming a burden for the local residents. People were busy with
their everyday life and work, and they were finding it difficult to devote their time and
retain their hospitality and attention to our team. As mentioned earlier, the local mayors
did not seem enthusiastic about the possibility of my lengthy stay in their communities.
I felt that by extending my presence in the communities I could incur fatigue and
resentment among community residents and local mayors. Meanwhile, a longer
presence in the community would have enabled me collect data of much richer depth,

reflecting a greater diversity of situations, views and perspectives. The interviews
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themselves were subject to time constraints. There is a natural time limit for the
effective delivery of in-depth qualitative interview. That seemed to be about ninety
minutes on average. It was not possible to continue most interviews beyond two hours.
As I had to a cover a vast range of topics and issues, the time constraint implied an

inevitable level of superficiality in answers to some questions/themes.

In the majority of sample communities, the ASIF micro-projects were completed in
1998. In Eghegnavan and Arevadasht, the micro-projects were completed in 2000. The
fieldwork was conducted in the summer of 2002. The significant time lapse provided an
opportunity to observe whether possible changes induced by the ASIF interventions
were sustainable and long-lasting. Many impact assessments, for example, social fund
BAs are usually conducted immediately after the completion of the social fund micro-
project. It is possible that some of the social fund micro-project impacts picked up by
BAs may only have a short-term nature. On the other hand, this time lapse had its
downsides. Thus, it was impossible to capture any short-term impacts that ASIF may

have had on local communities.

The substantial time span between the ASIF micro-projects and the fieldwork created a
problem with recall. In particular, many respondents had difficulty in remembering
specific details related to the micro-project identification and implementation processes
and their participation in communal activities before the micro-project. This has

certainly limited the depth of the fieldwork data.

Different people have different degree of knowledge and different ways of reflecting on
their lives and experiences and verbalising them. For example, interviews with some
community members did not provide rich or substantive information, as these
respondents either did not have the knowledge of the ASIF micro-projects and
associated processes, or articulated their ideas in a sketchy and laconic way. Some
respondents were not motivated to actively engage in a reflective dialogue and share

their accounts with the researcher.

The information and analyses in this thesis are primarily drawn from the views,
perceptions and perspectives of the community members. This implies that the

information obtained is not free from some degree of subjectivity and bias. The issue of
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subjectivity is especially pertinent in the assessment of interpersonal relations and social
attitudes, which form a core part of this study. In my sampling design and analysis, I
made all the effort to portray a picture that would objectively reflect the views of all of
the respondents. At the same time, subjective opinions and perceptions, even if they do
not reflect the ‘objective’ reality, can provide useful indications of the types of existing

social and institutional relationships in local communities.
5.4.3 Ethical and Moral Issues

The presence of a researcher is not neutral for a community, and may have its positive
or negative impact on the community. In particular, I was aware that raising any
political questions concerning the issues of local governance, power and authority,
could provoke tension, disagreements and even conflict. > I realised that such
discussions could also jeopardise the success of my research. At the same time, by its
very nature this research is rather political, and completely excluding discussion of
governance and power would have made the objective of the research redundant. In
order to minimise the risk, I framed the interviews so that respondents were given clear
understanding of the issues which would be addressed. I also made effort to maintain a
neutral tone, and left it to my respondents to make references to political issues. As I
explained earlier, Armenian communities are relatively open, and most respondents did
not fear to discuss their problems and criticise authorities. Thus, most people were
critical about local and national governance as far as it concerned local economic and
social affairs and where it was perceived to directly affect individual livelihoods. At the
same time, most respondents were reluctant to explicitly discuss issues related to formal
politics of their communities. Therefore, I decided not to accentuate politics in my
interviews, which explains the limited focus of this thesis on such issues as local
government elections, voting behaviour, party affiliation of community members, and

relations between local governments and the Councils of Elders.

Another safeguard I have undertaken to protect my respondents from possible harm is to

preserve their confidentiality. In order to ensure confidentiality, I concealed the

53 Warwick (1993: 326-327) for example warns that researchers have obligations to their respondents and
should avoid violating ethical and cultural standards of their respondents and causing physical, social and
political harm to their respondents.
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identities of community members. I assigned codes to each interview and used these
codes in referencing the field data (see Annex 8). It would be impossible to conceal the
identities of the local mayors and some other officials, as they can be identified from the
names of their communities. In order to protect them from harm, I decided not to quote
some of their controversial statements that could be used against them. At the same
time, I did not want to change the names of the studied communities. This research is
about lives of real people, and it would be unfair to devalue these lives by placing them

within fictional, non-existing communities.

All interviews were based on the ‘informed consent’ of the respondents. Before the
interviews I introduced myself and my research team to the respondents. I presented
myself as an independent researcher, explaining that I was interested in how ordinary
people lived and how community projects, including ASIF, influenced their livelihoods.
I explained that interviews were confidential. All respondents of this research
voluntarily agreed to take part in the interviews. The respondents did not object to my

using the interviews in my thesis.

The researcher can induce changes without taking a conscious action about it. I did not
intend to engage in participatory research. It would have required greater
methodological preparation and more time and resources. Also, I believed that I did not
have the ethical right to turn up in a community and intervene with my own agenda in
the space that belonged to the community. I was especially wary of possible negative
consequences that any ‘conscientisation’ attempts could incur. Although I did not intend
to induce any changes, my mere presence made an impact in the local communities. As
described earlier, I was thoroughly engaged with my respondents and was perceived as
someone who was willing to listen to people’s problems and understand their issues.
Many respondents commented upon how they valued the opportunity to talk and share
their problems. Many respondents told me that they had rarely encountered outsiders

who were sympathetic and understanding to their situation.

The presence of our research team in Arevadasht had an empowering effect on the
community residents. When we arrived in the community on the second day of the
research, we saw a group of community members, including some of the marginalised

residents, assembled on the square in front of the mayor’s office, dressed in their best
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clothes. They explained that they knew that we had made an appointment with the
mayor and that they were waiting for us. They all came with us to the mayor’s office
and told him that they were going to be present during our discussion. As the mayor
rarely interacted with the community residents, the residents took this as an opportunity
for communication and information sharing. In particular, they were eager to discuss the
reasons for the poor functioning of the ASIF supported irrigation facility. At the same
time, the residents were hoping to use our presence to pressurise the mayor and to exact
accountability. The meeting with the mayor turned into a civic action, in which
community residents took turns to make public statements. They shared their problems
and complained about some of the injustices they encountered. Some of them openly
criticised the mayor in his presence. This incident serves as a vivid illustration for me
that people in Armenia, even in such a marginalised and impoverished community as
Arevadasht, do not ‘suffer’ from apathy and paternalism. The potential for civic action
lives within the community, although it is dormant. Once opportunities arise, people are
willing to claim and take up their space. The presence of external agents, whom the

community trusts, can serve an important catalytic role in activating civic potential.

As I mentioned in section 5.4.2, my prior work experience with the World Bank in
Armenia significantly helped me in preparing for and carrying out this research. It also
had its downsides. Thus I had established cordial and trusting relationships with my
former colleagues at the World Bank and ASIF. In fact, my special relationship with
ASIF helped me gain easy access to the ASIF staff, documents and archival materials
and to the ASIF supported communities. At the same time, I was sensitive to the fact
that my fieldwork findings raised critical issues about the appropriateness of the design
and implementation procedures of the ASIF project. Reflecting on her fieldwork in
Armenia in the early 1990s, Dudwick (2000: 15) points out the ethical and moral
dilemma that researchers often face with regard to “loyalty to friends and acquaintances
versus loyalty to abstract political ideas and notions of professionalism”. Dudwick
(2000: 25) maintains that this dilemma raises “acute issues of friendship, trust, and
betrayal” as researchers have to maintain their responsibility to remain objective and
professional, but also strive not to breach the confidence they receive from their friends,
gatekeepers and respondents. I was not willing to compromise the objectivity of my
study and hence retained my critical perspective throughout the fieldwork, data analysis

and interpretation and in my final reporting of the findings in this thesis. At the same
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time, I felt it was important to maintain transparency in my relations with ASIF and I
communicated my key research findings to ASIF’s management and key staff members.
I also gave careful attention to the design of this research and to the analysis and
interpretations of the research findings in order to ensure that they reflect accurate

understanding of ASIF’s procedures and practices.

I feel that my presence in the communities was also somewhat disappointing for local
people. As has been noted elsewhere (Hammerley and Atkinson 1998: 75), research
respondents are likely to have a variety of expectations from the researchers. Despite the
fact that I introduced myself as an independent researcher, many respondents still
perceived me as somehow affiliated with ASIF or donor agencies. The respondents
were not aware of my previous position in the World Bank and of my involvement in
the ASIF i)roject. It is common in Armenia to assume that a researcher is likely to have
amicable ties with the agency whose projects he or she investigates and to generally
have connections in important institutions. On many occasions, people would share
their problems with me and hoped for my support or intermediation. For example, some
local mayors and community members asked me whether I could help them raise finds
or identify contacts, who could help them with the rehabilitation of infrastructure
facilities in their communities. It is likely, that these expectations and hopes of the

respondents affected their interaction with me and some of the responses that I obtained.

People’s expectations were not always material. Thus many respondents felt that I was
in the position to communicate their problems to the external world and help them
receive just treatment. Both in Arevadasht and Ashnak, where the quality of civil works
under the ASIF micro-projects was poor, many community residents were hoping that [
could raise their issues with ASIF or government authorities. They quite legitimately
assumed that as I was researching the impact of the ASIF project, then I was in the
position to also undertake some action about it. I did not have enough leverage and
authority to become an intermediary between the communities and ASIF or the
government. I was very careful not to raise people’s expectations by stressing that I had
little possibilities to help them. At the same time, I was extremely frustrated by my
inability to help these people.
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Barsegian (2000: 123) suggests that ‘native’ ethnographers can “move between
observation and participation”, whilst ‘guest’ ethnographers often remain mere
observers. Barsegian notes that this ability to ‘participate’ implies that native
ethnographers, especially in the highly politicised and fragmented post-socialist
societies, cannot easily detach from their fieldwork, and they often become ‘absorbed’
in the field or become compelled to take sides. I too felt that it was difficult for me to
detach from the context of my research. I could personally relate on emotional, cultural
and intellectual levels to most issues that I discussed with the respondents. It was often
emotionally difficult for me to detach from my respondents and their stories. I often felt
anger against the injustice that they were subjected to and great sadness at the
circumstances they lived in. My visit to Arevadasht, where I witnessed a situation of
extreme poverty that I had not encountered in my previous field experience, was
particularly heart-breaking. I often found myself tempted to turn from a passive
observer into an active participant and advocate for poor people’s issues. For example, I
could not resist reprimanding the mayor in Arevadasht about the situation in the village,
clearly taking the side of ordinary residents in the village and urging him to reach out to

some of the marginalised households.

My fieldwork experience has raised some fundamental ethical and moral issues about
my own role as a researcher. In particular, it has made me think whether a researcher
should take up a neutral stance or whether he or she should also be an activist and
attempt to influence situations based on their knowledge of the issues on the ground. Is
it moral to enhance expectations and hopes of people and assume a passive role?
Provided there is little likelihood that research findings would translate into immediate
action, does such research have any social relevance? Are we in a sense abusing the
poor and powerless, by using our position of power to extract information from them
and enhance our careers and not giving them anything in return? At the same time, do
we have the right to intervene into local people’s space and bring in our own agenda, no

matter how good and just we perceive our cause to be?

5.5 Conclusions

This chapter presented the research design, methods and practice. This research was

designed as a qualitative study. It was carried in seven rural communities in Armenia,
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where ASIF supported irrigation micro-projects. The research methods included in-
depth semi-structured interviews, focus group interviews and direct observation. The
chapter presented the main research frameworks of the study. The first research
framework was developed to understand the existing socio-economic conditions, forms
and nature of community participation, social capital, local institutions and patterns of
local, regional and national governance in Armenia and to identify factors that affect
participation and institutional capacity in local communities. The second framework is
based on the theory-based evaluation method. It presents the key hypotheses and
assumptions of the ASIF project and defines indicators for assessing the ASIF

processes, service delivery outcomes, and participation and capacity building impacts

This chapter provided an account of how the data were collected and analysed. The
outputs of these analytical processes are presented in Chapters Seven, Eight, Nine and
Ten. It also described some of the logistical, ethical and moral challenges and practical
opportunities that I encountered during the data collection in the field. These challenges
and opportunities have undoubtedly affected the quality of my research both positively

and negatively.

This chapter discussed the extent to which the findings of this study can be generalised
to other communities in Armenia, other contexts and other social funds. It concludes
that although the findings of the study are specific to the particular setting of the
communities in the sample, the case study of the ASIF project allows making
theoretical generalisation. It is likely that social funds and other community-driven
projects that share the bottom-up model for capacity building may induce similar

development impacts and processes in similar social, institutional and political contexts.

The next chapter, Chapter Six, provides background information and analysis on the
socio-economic and institutional context of post-Soviet Armenia, in which the ASIF
micro-projects were designed and implemented, and which significantly affected the

participation and capacity building outcomes of the ASIF micro-projects.
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Chapter Six. The Socio-Economic and Institutional Context of Armenia

This chapter describes the socio-economic, institutional and policy context in Armenia.
Using documentary sources, it highlights the existing poverty situation, and the
institutional and governance environment in Armenia. It provides an account of
decentralisation and local governance in Armenia, with a specific focus on the
decentralisation of irrigation management to local communities. Examination of the
general context is central for understanding the opportunities and constraints
experienced by the local communities and individuals living there. This chapter
provides grounding for the presentation and analysis of research findings in Chapter
Seven, which examines the socio-economic situation and institutional and social
environment in the sample communities. Understanding of the wider context of the
country is also important for situating the findings of this research on the AISF micro-
project processes, service delivery outcomes, and participation and capacity building

impacts (Chapters Eight and Nine).

6.1. Poverty in Armenia

This section provides a profile of poverty in Armenia based on the existing poverty
statistics and qualitative studies. In particular, it discusses the scope, dimensions and
causes of poverty in Armenia. Section 7.1 of Chapter Seven builds upon this section,
and provides an account of socio-economic conditions in the sample communities and

their impact on community participation and local institutional capacity.

6.1.1 Armenia’s Economic Performance

Following the break-up of the Soviet Union in the early 1990s, Armenia's economy
suffered one of the most severe shocks of all the former Soviet republics. As a result of
the macro-economic stabilisation of 1994-95 and structural reforms, a steady economic
recovery has taken place since 1994. The economy has been growing every year since
then at an average GDP growth rate of about 7.5 percent (Table 6.1). Armenia is a
small, landlocked country with few natural resources (see map of Armenia in Annex 8).
It is believed that Armenia has achieved progress mainly through economic reform, and
due to a well-educated workforce with specialised technical skills (World Bank 2003c:
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20). Despite relatively strong economic performance, real GDP in 2002 still amounted

to only 70 percent of its pre-transition - 1989 level (about 80 percent of the 1990 level).

Table 6.1: Real GDP Growth in Armenia, 1994-2004
(percent change over the previous year)
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

GDP 54 6.9 59 3.3 72 33 6.0 9.6 12.9 14.0 10.1

Source: National Statistical Service (NSS).

Economic growth has had little impact on job creation and has not led to a sizable
increase in real wages in the sectors that employ the majority of the population. This
can be explained by the fact that economic growth is not broad-based, and it is
concentrated in a few volatile sectors (e.g., construction, food processing and light
industry), in which investments were possible due to external grants or credits (PRSP
2003: 17). Little growth was recorded in the labour-intensive sectors, such as
manufacturing and agriculture, which in 1998 employed 58 percent of workers (World
Bank 2002c: 20). The actual unemployment rate in Armenia increased from 27 percent
in 1998/99 to 30 percent in 2001. In rural areas, it almost doubled, from 9 percent in
1998/99 to 17 percent in 2001. Wages in Armenia remain extremely low. In 2001, 14
percent of salaried workers and 12 percent self-employed were in extreme poverty; and
37 percent of salaried workers and 44 percent of self-employed were below the general
poverty line (World Bank 2003c: 45).

6.1.2 Income Poverty in Armenia

Income poverty in Armenia remains widespread and severe, and nearly half of the
population of the country are poor. Income poverty in Armenia is measured by using
two absolute poverty lines — a food poverty line* and a general (or overall) poverty
line.>* The population below the food line is considered to be extremely poor, and the
population below the general or overall poverty line is considered to be poor. In 2001,
the food line in Armenia was defined at 7,979 drams ($14.4) per capita monthly

3 The food line is based on the cost of the food basket that is required to provide the minimum daily
calorie requirement of 2,100 kilocalories per capita.

% The general poverty line is the value of the minimum food basket plus expenditure on basic non-food
products and services of those households at the minimum daily calorific requirement.
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expenditures, and the general poverty line was defined at 11,221 drams ($20.2) per
capita monthly expenditures (World Bank 2003c: 34).

According to the results of the Integrated Living Conditions Survey (ILCS) conducted
by the Armenian National Statistical Service (NSS) in 2001°¢, 48 percent of the
Armenian population was poor and 20 percent extremely poor in 2001.” In urban areas,
some 22 percent of residents were extremely poor and 48 percent were poor. In rural
areas, 17 percent were extremely poor and 48 percent were poor. The incidence of
poverty recorded in Tavush (70 percent), Aragatzotn (60 percent), Gegharkunik (57
percent), Shirak (55 percent), Armavir (52) and Vayots Dzor (50) regions in 2001 was
above the national average (Annex 3: Table 2). The comparison of the 1998/99 and
2001 ILCS survey results suggests some decline in poverty in Armenia. Between
1998/99 and 2001 the aggregate incidence of extreme poverty in Armenia decreased
from 27 percent to 20 percent, and the incidence of overall poverty decreased from 55

percent to 48 percent (Annex 3: Table 1).

The decline in poverty between 1998/99 and 2001 is attributed to economic growth
(World Bank 2003c). Economic growth, however, had uneven impact on poverty
reduction across different regions. Yerevan, the largest and most economically active
urban centre in Armenia, experienced a significant reduction in extreme and overall
poverty between 1998/9 and 2001. The situation of most rural regions remained nearly
unchanged or worsened. Some rural areas, including Tavush, Armavir, Vayots Dzor and
Gegharkunik, experienced a massive increase in poverty in 1998-2001 (Annex 3: Table
2). The population in rural areas faced increased scarcity of jobs, as the total

unemployment rate in rural areas almost doubled.

The pervasive nature of poverty in most rural regions has been attributed, among other
factors, to the situation in the labour market, structural issues, access to agricultural

inputs, and climatic and geographic vulnerabilities (World Bank 2003c). Falling

¢ NSS carried out three nationally representative household surveys (Integrated Living Conditions
Surveys (ILCS)) in 1996, 1998/1999 and 2001. These surveys measured poverty through household
consumption indicators, which are believed to be more accurate measures of material well-being than
income indicators. Due to the differences in the methodology and sample sizes, the results of the 1996
survey are not compatible with the results of the 1998/99 and 2001 surveys.

3" poverty incidence based on the international poverty line defined at $PPP2.15 (or 10,397 drams) per
capita per day in 2001 was at about 37 percent in both rural and urban areas.
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producer prices for agricultural products and rising prices for essential agricultural
inputs have negatively affected farmers’ incomes. The climatic and geographic
conditions in Tavush, Gegharkunik and Vayots Dzor are not favourable to high
productivity agricultural activities. These regions are mostly mountainous and pre-
mountainous areas, where the quality of land is poor and weather conditions are often
harsh. There are few off-farm employment and economic opportunities concentrated in
most rural areas, which prohibits most people from engaging even in the most basic
income-generating activities. As a result, most of the population in these areas is

engaged in low productivity subsistence agriculture.

Poverty in Armenia has been described as ‘persistent’ (World Bank 2002d: 15).
Although, the data on poverty incidence before 1998 are not comparable, the available
indicators suggest that poverty was deep and severe before 1998. In 1992, 1993 and
1994, living standards fell sharply and poverty became widespread. According to the
first pilot household survey, 31 percent of urban households and 25 percent of rural
households were poor in 1993-1994 (World Bank 1996b: 6). According to the results of
the 1996 household survey, 54 percent of the population were poor and 27 percent -
extremely poor (World Bank 1999b: 7).

In transitional countries, including Armenia, people have become poor relatively
recently, and poverty is ‘new’. It is likely that this ‘new’ poverty has already become
chronic for many poor households. According to Hulme et a/ (2001: 10-11), ‘chronic’
poverty is characterised by extended duration (ten years and more). Poverty that has a
short-term duration, even if it is severe and multidimensional, can be characterised as
‘transient’. The reduction in the number of poor throughout 1996-2001 suggests that
for a small segment of the population poverty was a transient phenomenon (if only
based on income indicators of poverty) (Annex 3: Tables 1 and 2).°® While one may
assume that chronic poverty exists in Armenia, there are no data available to draw
definitive conclusions about the size and characteristics of the chronically poor

population.

%8 As of date, no research has been carried out to document how households move in and out of poverty in
Armenia.
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An Armenian ethnographer Petrosian (2001) suggests that poverty in Armenia has been
developing in two stages. The first stage was a ‘mass’ or widespread poverty that
resulted after the collapse of the Soviet state in 1992-1994. During that period almost
everybody was poor. After 1995, poverty has started to become ‘structural’. Society has
become divided into social groups with varying levels of income and an underclass of
the poor has been formed. However, Petrosian maintains that because people compare
their current situation to that in Soviet times, the notion of ‘mass poverty’ is still
applicable in the Armenian context. Thus even some relatively better-off citizens
perceive themselves as poor, as they compare their lifestyle and standard of living with

the one they used to have during Soviet times.

6.1.3 Human Poverty in Armenia

Health. One of the manifestations of human poverty in Armenia is the increasing
difficulty of the poor in accessing medical services and/or receiving services of
adequate quality. Utilisation of health care, including inpatient and outpatient care
declined almost three times over the 1990s (World Bank 2003c¢: 76). The results of the
ILCS survey show that in 2001 the utilisation of health care by the richest quintile was
1.5 higher than that of the poorest quintile. The main reason for the decline in utilisation
of health care is the inability of the population to afford the high cost of medical
services. The introduction of user charges and subsidised health care for the poor has
not prevented the prevalence of informal payments in the health care system. Informal
payments to nurses and doctors are still a common practice both at policlinics and
hospitals. About 90 percent of patients in Armenia reported making informal payments
(World Bank 2002d: 43).

The deterioration in living standards has had some negative impact on the reproductive
health of women. The number of births with complications and the number of new-
borns with low weight has increased since 1991. The rate of maternal mortality has
increased from 40 to 50 (per 100,000 live births) throughout 1990s (Table 6.2). In 2000,
it was 3.5 times higher than the WHO norm (UNICEF 2002: 14). There are significant
differences between rural and urban areas: rural infant mortality and under-five child
mortality rates exceeded urban rates by 47 percent and 22 percent, respectively, during
the 1990s.
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Table 6.2: Selected Health Status Indicators

1990 1995 1996 1997 1998 1999 2000
Female life expectancy at birth (years) 752 759 762 773 78.1 75.5 74.5

Male life expectancy at birth (years) 684 689 693 703 708 70.7 70.5
Maternal mortality (per 100,000 live 40.1 347 208 387 254 329 525
births)

Infant mortality (per 1,000 live births) 185 142 155 154 147 154 15.6

Under-5 mortality (per 1,000 live births) 23.8 19.9 19.5 19.5 184 19.2 19.2
Source: TransMONEE Database UNICEF IRC, Florence

Education. After the collapse of the Soviet Union, the education system of Armenia has
been drastically deteriorating. One of the biggest achievements of the Soviet welfare
state was provision of good quality education that was free and accessible to all. Today,
the adult literacy rates in Armenia are still high: 97.6 percent for women and 99.3
percent for men. Some other indicators, however, are not very encouraging. The
enrolment rates for pre-school education are extremely low (on average 16 percent), of
which the poorest have enrolment at 10 percent and the richest at 28 percent (World
Bank 2003c: 58). The enrolment rates in compulsory publicly financed basic education
(age group 7-13; grades 1-8) have consistently declined over the last ten years. Thus the
enrolment rate dropped from 96 percent in 1996 to 93 percent in 2001 (UNDP 2002:
section 3.1). Boys tend to drop out of school more than girls. In addition to low
enrolment rates, many schools report frequent absenteeism among the poorest school
children (Gomart 1996: 4).

There is growing reluctance among the poor to continue education beyond the
compulsory eight grades or to enrol in vocational and higher education institutions. For
many parents, the value of secondary education eroded as it ceased to provide access to
higher education for the poor or help fulfil the immediate needs of a family (Gomart
1996: 5). Similarly, many parents do not believe that higher education would result in
higher earnings or better opportunities in life. These attitudes reflect the fact that
opportunities for upward mobility are constrained for the poor. Thus the employment
rates for the university graduates from poor households are 1.5 times lower than those
of the non-poor (UNDP 2002: section 11.6). The UNDP report (2002) explains this by

the fact that access to important social networks plays a crucial role in finding jobs.
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Two thirds of the employed young people found their jobs through relatives,

acquaintances or were involved in a family business.

6.1.4 Social Vulnerabilities

The difficulties of transition have made some groups of the population more vulnerable
to increasing social risks. Depending on their assets, some households and individuals

within these groups are more prone to experience material and social deprivation.

Women. Women are particularly vulnerable to social risks. Poverty incidence is
especially high (55 percent) among single female-headed households with children (15
percent of total population). There is a significant degree of discrimination against
women in the labour market. Women tend to work in the ‘secondary’ labour sector,
characterised by low wages, inferior working conditions, short-term contracts and few
opportunities for career promotion (UNDP 1999a: 15). The workload of women is often
double that of men, as women have to combine their work responsibilities with their
duties at home, including household work and care of children. There are rigid
stereotypes in Armenia with regard to gender roles, especially in the rural areas
(CEDAW 2002: 22-24). Traditional norms and customs determine what the
‘appropriate’ or ‘acceptable’ social roles, behaviour and occupations should be for men
and women. These stereotypes and expectations create ‘polarisation’ of labour in terms

of male and female spheres.

Refugees. The 1988-94 conflict with Azerbaijan over Nagorno Karabakh induced more
than 300,000 ethnic Armenian refugees who fled Azerbaijan and an estimated 60-
70,000 internally displaced persons (IDPs) from the regions bordering with Azerbaijan.
Refugees and IDPs experience high unemployment and limited access to housing,
health care and important social infrastructure (UNDP 1999b; Alaverdyan 2000;
Kharatyan 2003). About 53 percent of refugees in Armenia were unemployed in 1999
(UNDP 1999b: section 4.2). Many refugees who moved to Armenia in 1992 were
already too late to take part in the privatisation of land, livestock and machinery
(Kharatyan 2003: 14). Most of them survive on remittances sent by their relatives in
Russia and other CIS countries. Cultural and social adaptation of many refugees to the
Armenian way of life has proved to be difficult. Alaverdyan (2000) maintains that the
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majority of urbanised and Russian-speaking refugees found it extremely difficult to
adapt to living in rural areas and build networks with the local population. The cultural
and language adaptation problems contributed to a significant social exclusion of many

refugee households, leading to increased out-migration of refugees.

People in the Conflict Area. The population of the regions bordering with Azerbaijan
experiences high levels of material, social and psychological deprivation (UNDP 2000b:
46-48). Agricultural activities in these regions are constrained as a substantial portion of
privatised agricultural land (including vineyards, orchards and pastures) is mined or
considered ‘unsafe’. Most people in the border areas live in an atmosphere of constant
insecurity. Their psychological distress is reinforced by the occasional violations of

ceasefire, mine explosions and kidnapping of cattle.

People with Disabilities. At present, people with disabilities constitute about 3 percent
of Armenia’s population (110,000 persons). Due to the outdated legislation, societal
attitudes and the problem of physical accessibility of infrastructure, people with
disabilities enjoy limited employment, economic and social opportunities (UNDP 2000b:

81). Their participation in the social life of their communities is limited.

Ethnic Minorities. Ethnic minorities (Yezidi Kurds, Russians, Assyrians, Jews, Greeks
and others) constitute about 3 percent of Armenia’s population. According to a report
prepared by the Council of Europe, the rights of minorities in Armenia have been
traditionally respected. However, as members of minority groups are under-represented
in the society, they often do not have “the necessary connections and power to improve
their [socio-economic] situation” (ECRI 2003: 13).

6.1.5 Psychological Dimensions of Poverty

The difficulties of transition affected not only people’s material and social conditions,
but also their psychological well-being. Similar to other post-Soviet countries, Armenia
experienced ‘sudden’ poverty. This is different from ‘generational’ or ‘inherited’
poverty that most developing countries experience (Narayan and Petesch 2000: 43-44).
People in Armenia were not prepared to find themselves absolutely impoverished after

long years of material and social security during Soviet times. The collapse of the
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Soviet state brought chaos and uncertainty into the lives of people. All of a sudden,
thousands of people lost not only their jobs, income and savings, but also social status
and their place in social networks. For most Soviet citizens, who were used to safe and
predictable life, their everyday lives and their future have become uncertain and

insecure.

Material deprivation in Armenia has been accompanied by a state of deep psychological
distress and loss of faith among the population. Based on a series of qualitative
interviews with poor households, Kharatyan (2001) concludes that the loss of social
status and the weakening of social and kinship ties have resulted in a loss of self-respect,
isolation, or even conscious self-isolation, despair, and a sense of worthlessness and
inferiority among many poor people. Many new poor started perceiving themselves as
‘useless’ and ‘redundant’, as they ‘lost’ their former achievements and were unable to
adjust to the new social and economic conditions. This sense of helplessness and
uncertainty has been reinforced by lack of trust in the government institutions that fail

to effectively deliver basic services and often lack accountability and transparency.

6.2. The Institutional Context in Armenia

This section provides analysis of the general institutional and governance context in
Armenia. In particular, it examines institutional and structural conditions that affect the
ability of individuals to benefit from existing economic and social opportunities and
influence their livelihoods. This analysis helps ground section 7.2 of Chapter Seven,
which provides the respondents’ perspectives on the wider governance environment and
examines how the institutional and governance context affects community participation

and local capacity.

6.2.1 Inequality in Armenia

Despite economic growth and some poverty reduction in Armenia over 1998-2001,
inequality in the country is at an extremely high level. Income inequality measured by
the Gini coefficient was estimated at 0.54 in 2001 (PRSP 2003: 23). Although
inequality dropped since 1998/99 - from 0.64 to 0.54, Armenia is one of the former

socialist countries with the highest income inequality. Inequality is more severe in rural
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areas than in urban areas. In 2001, the Gini coefficient was 0.45 in Yerevan and 0.47 in

other urban areas, whereas in rural areas it was 0.58.

Box 6.1: Growing Social Polarisation in Armenia

“Today being poor in Armenia implies to be deprived of any security and protection. A society
is being formed, in which human capabilities are determined by wealth and its various
manifestations — cash, connections, authority, or all three of them together, as they become the
social capital that provides security. Various groups start reproducing themselves and become
entrenched in their sub-culture — the poor become poorer, they experience not only material
deprivation, but also social and political apathy, fear, low self-esteem, and perceive themselves
as inferior and incapable of playing any role in their society. The rich continue to get richer, and
in addition to their wealth acquiring power and social status and engaging in political activism,
sometimes without any distinct political or civic agenda”.

Source: H. Kharatyan, in “Stories on Poverty,” Yerevan 2001: 349, translated from Armenian.

The widening income inequality in Armenia and other low income CIS countries™ is
conditioned by the increasing unemployment and the reduction in incomes generated
from employment and social transfers (Falkingham 2003: 9-10). The variation in
income distribution among households is also due to the existing institutional and
structural conditions that determine the degree of access to formal jobs, information,
networks and command over economic resources. The poor often cannot take advantage
of existing economic and social opportunities as they lack status, cash and connections.
This results in disproportionate distribution of wages and incomes from property,
business and agricultural activities. As income inequality widens, the society is being
divided into a small group of rich and powerful, the so called ‘new Armenians’ (nor
hayer), and the poor who are powerless and marginalised (Box 6.1). The following
sections of this report discuss some of the existing institutional and social constraints in

Armenia.
6.2.2 State Institutions and Governance in Armenia

The weak financial capacity prohibits the Armenian government from implementing
effective social protection policies and programmes. Ferge (2001: 130) describes the
state in Armenia and in other low income transition countries as a ‘near-collapse’ state.

She considers the drastic cut in social expenditures as a result of the sharp decrease in

*° The low income or CIS-7 countries include Armenia, Azerbaijan, Georgia, Kyrgyz Republic, Moldova,
Tajikistan and Uzbekistan.
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public revenues as the most “tragic trend” in the welfare policies of these countries. The
existing social policy programmes in Armenia are not adequate for protecting the poor.
Family benefits based on a proxy means-tested targeting are the main social assistance
cash benefit in Armenia. They have replaced the Soviet system of categorical cash
transfers and privileges. The average monthly amount of a family benefit in 2001 was
2,255 drams (US$4'.5) per individual, or 20 percent of the extreme poverty line (World
Bank 2003c: 134). From 1999 to 2001, the family benefits budget and the number of
beneficiaries decreased by one fourth. The average monthly old-age pension in 2001
was 5,500 drams (US$10), or 65 percent of the extreme poverty line (World Bank
2003c: 129). Due to the fiscal pressures, pension arrears in Armenia are very common.
Some 55 percent of pensioners surveyed in ICLS 2001 reported that the state owed
them an average of two months pensions (World Bank 2003c: 132). As mentioned in
Chapter One, the inadequate capacity of the state to finance the operation and
maintenance (O&M) of important economic and social infrastructure resulted in the
deterioration of the physical condition of many schools, health facilities, potable water

and irrigation networks throughout the country.

The World Bank’s Institutional and Governance Review (IGR) report (World Bank
2000e) suggests that the Armenian state has a weak institutional capacity for policy
development, oversight of policy implementation and policy implementation itself (for
example, through service delivery) and budgeting. The report notes that policy
formulation and implementation in the social sectors has been especially weak. One of
the impediments to effective public service performance in Armenia is the enduring
legacy of the Soviet nomenklatura system. In particular, the report holds that
“individual and organisational accountability is lacking, the old command-and-control
culture is still entrenched, policy development and implementation are still very much
top-down, and patronage is still a fact of life in public employment” (World Bank 2000e:
18). The continuing patronage in the public service means that there is difficulty to
ensure accountability of individual public officials. The IGR report attributes the
persistence of these legacies to the existing systemic, financial, legal and regulatory
bottlenecks as well as to the informal norms and behaviour prevalent within formal

institutions.
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Corruption, both political and administrative, is widespread and affects all spheres of
economic and social life in Armenia (Hansen 2002; UNDP 2001; Dethier 2003,
Freedom House 2003). Dethier (2003: 18) argues that a common feature of the low
income CIS countries is “collusion and alliance between government officials and rich
and powerful entrepreneurs”. He suggests that these elite groups have a strong influence
on state institutions and economic policy, which he describes as a ‘state capture’ (12-
13). The International Crisis Group report (ICG 2004: 16) claims that “[T]he lack of
rule of law [in Armenia] stems from a general absence of transparency at the highest
political level, a situation that encourages the spread of the shadow economy and
opaque decision making”. The Freedom House report (2003: 95-97) suggests that
corruption in Armenia is pervasive both in the top echelons of the government and in
the civil service. Ordinary citizens pay bribes to public officials for a variety of services
and favours. People normally have to pay bribes, for example, to obtain legal
documents and permits, to obtain a business license, and to prevent harassment of the

road police.

According to a household survey®® conducted for the IGR report (World Bank 2000e: 4),
there is a pervasive lack of accountability and transparency at the micro level in
Armenia. Some ninety percent of respondents felt that complaints or appeals about
service delivery would not result in any decision, and more than forty percent felt that
there would be no enforcement. In addition, organisations and services perceived to be
more corrupt or dishonest were also negatively rated on their overall performance. The
IGR survey of public officials conducted in parallel to the household survey reveals that
the underlying reasons for poor public sector performance are “weak and inconsistent
sector policies”, and “rules for public officials that have little impact, restraints or
incentives on actual behaviour” (World Bank 2000e: 4).

Corruption contributes to the deepening of social exclusion in Armenia. A survey by the
Armenian Democratic Forum (ADF 2001: 47) reports that unofficial payments are
crucial for increasing access to public services and/or enhancing the quality of services

provide:d.61 This suggests that those who cannot afford to pay because of material

% Two surveys were carried out in 1999 to inform the IGR study: a survey of 1,000 households at
different income levels, and a survey of 300 public officials in 37 organisations.
8! The survey was conducted among 1,000 households at different income levels.
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deprivation may be deprived of access to certain services or may receive services of
poor quality. The ADF report also maintains that the poor were found to make
unofficial payments more frequently than the rich. In many cases, the poor had to pay in
order to receive services, as they often lacked access to influential social networks (that

the rich had), which could otherwise facilitate their access to these services.

According to the UNDP Human Development Report 2001 (UNDP 2001: 74),
corruption in Armenia has eroded the trust of the population in the rule of law and the
“legitimacy of authorities and the current political system”. Similarly, Oxfam (Oxfam
2003) maintains that the widespread corruption and the weakness of the rule of law have
resulted in the distrust and disillusionment of the Armenian population with principles
of democratic governance. Oxfam identifies this as one of factors accounting for the low
levels of civic engagement in Armenia. People have lost their faith that “political
participation and civic activism can help resolve their problems” (Oxfam 2003: 4).
Dethier (2003: 19) maintains that high levels of corruption endanger the progfess of
democratic reforms in the low income transition countries. He claims that the corrupt
elite in these countries have control over key institutions of governance and law
enforcement, and they are “unlikely to share power or welcome transparency and

accountability”.
6.2.3 Social Exclusion in Armenia

Social exclusion affects the ability of the poor to secure jobs, access resources and take
advantage of existing opportunities. The qualitative study of the poorest of the poor in
Armenia (Gomart 1998) demonstrates the crucial role of social networks and informal
connections in ‘getting things done’. Securing a job in the public or private sector
requires connections and often cash for bribes. Connections, in particular, play an
important role in accessing formal employment, and it is often the relatives and friends
of managers of enterprises who receive jobs. According to Gomart, even informal
employment for unskilled labour requires connections. The lack of connections,
material resources and productive assets restrict the ability of individuals to engage in
income-generating activities. The poor often do not have the necessary capital (or
relatives or friends who have extra cash and could lend them money) to start up an

income-generating activity. Refugees were found especially disadvantaged in their
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access to important social networks and information, which deters them from obtaining
jobs and securing benefits (UNDP 1999b; Alaverdyan 2000; Kharatyan 2003).

Most rural residents who have any significant involvement in non-farm activities are
those who have positions of influence and access to important social networks
(Kharatyan 2003: 22-23). Most ‘village businessmen’ held administrative posts in
Soviet times, or were former managers of Soviet enterprises and industries. These rural
elite today own most local businesses such as shops and food processing industries.
Most of the managers of the former state-owned enterprises used their positions and
took control of these enterprises when they were privatised. The rural elite benefits from
projects supported by international organisations as well as from rural co-operatives and
credit schemes. The majority of the rural population, on the other hand, perceive
themselves to be powerless, and do not make any effort to involve themselves in
economic activities in their area. Most of them are convinced that the market is ‘closed’

to outsiders who do not have access to networks and influence.

6.3 Local Governance and Decentralisation in Armenia

This section reviews the local governance and decentralisation context in Armenia.® In
particular, it examines the existing local self-governance structures and the main
functions and responsibilities of local governments. The section examines the
effectiveness of decentralisation reform in enabling local communities effectively
perform decentralised tasks. This section also provides information and analysis on the
irrigation decentralisation reform in Armenia. The background information and analysis
provide in this section allow mapping out the immediate context within which local
communities function. Chapter Seven, Eight and Nine will provide specific information
on the existing local institutions and local institutional capacity in the sample

communities.

82 Sections 6.3.1 and 6.3.2 synthesise information and analysis provided in Rawkins (2004) and
Tumanyan (2001). I designed the methodology and co-ordinated the fieldwork for the Institutional
Assessment by Rawkins (2004). Section 6.3.3 draws on my interviews with the representatives of the
government’s Irrigation Rehabilitation Project Unit, IFAD and the World Bank.
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6.3.1 Local Governance Structures in Armenia

In Armenia, as in other countries of the Soviet Union, the communist ideology required
extremely centralised systems of decision-making and policy implementation. The
central government consisted of 40 ministries, which administered the country's
economy through 37 different territorial administrative units (shrjan). Three parallel
hierarchies of administration ran from the central government down to the regional, city
and district level: the sovets, or elected councils (in practice appointed by the Party
committees), representing the legislative power; gortskoms, the executives, representing
the executive power, and partkoms, or party committees, — representing the Communist
Party. The centralisation left no room for local polices. There was strict vertical
subordination of local administrators to the higher levels of governance and the
Communist Party. The central apparatus exerted strict control over local authorities,
including direct interference in administrative affairs. The central government

controlled the local units through the distribution of funds from the central budget.

The decentralisation reform in Armenia started as part of the process of political and
economic liberalisation after independence. The foundation for the legal framework for
decentralisation is found in the Constitution of 1995; chapter 7 is entitled Territorial
Administration and Local Self-Government. In addition, detailed provisions are set out
in a number of laws, including: the Law on the Administrative and Territorial Division
of the Republic (December 1995); the Law on Local Government Elections (1996); the
Law on Local Self-Government (1996), and the new law, of the same title, of 2002.
Other relevant laws include: the Law on the Budget System (1997); the Law on Local
Duties and Fees (1998), and the Law on Financial Decentralisation (1998).

There are only two tiers of government in Armenia: central and local. There is no
autonomous regional level of government. Instead, the central government, through
deconcentration of administration, has established regional offices of certain
government ministries and agencies in the 10 regions, or marzes. The marzes are each
headed by a governor, or marzpet, appointed by the Prime Minister on the
recommendation of the President. In addition to the 10 marzes, the capital, Yerevan,

also has the status of a marz. The marzpets and their offices (marzpetarans), along with
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the regional administrative offices of central government ministries, represent central

government in the regions and carry out central government policy.

Armenia is divided into 930 units of local government, or ‘communities’ (hamaynk). Of
these, 59 are urban communities, including 47 cities and the 12 districts of Yerevan.
The latter has a population of 1.1 million and its 12 districts have elected mayors and
councils, as do all other communities. Rural communities account for 872 of the 930
units of local government. More than half the population lives in communities with less
than 1,000 inhabitants.

All local governments have a directly-elected community head (hamaynkapet), or local
mayor, and an elected council (the Council of Elders, or Avakani), with 5-15 members,
depending on the population size of the community. Local government elections are
held every 3 years. As of date, there have been 3 ‘rounds’ of elections, in 1996, 1999
and 2002. Political parties play a minimal role in the elections, although, the party
connections of candidates may be important (Rawkins 2004: 15). The Council of Elders
and mayor constitute the decision-making bodies at a local level. As a representative
body, the Council acts on behalf of the community and provides guidance on
community development, improvements in the quality of community life, the delivery
of public services, and other issues. Rawkins (2004: 25) maintains that mayors tend to
influence the outcomes of the Council elections and have the decisive voice in meetings

of Councils.

Community residents have the right to participate in public decision-making (Tumanyan
2001: 331). Thus, they may submit draft resolutions and attend Council sessions with
the permission of the Council. The Armenian Constitution allows forms of direct
democracy, such as referenda and public hearings and meetings. In reality, the level of
public participation is very low. There are more than 2,200 registered NGOs in Armenia,
but few of them are involved with local governments. Registering an NGO in Armenia
is relatively easy, and any citizen can become a founder of a voluntary group or

association.

According to Rawkins (2004: 25), the general interest and knowledge of the population

regarding local government may be relatively low, but mayoral elections can attract
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significant interest. He maintains that although citizens have low overall expectations,
they have informal standards against which to assess the performance of local leaders.
In several cases, incumbent mayors were defeated by a wide margin, as citizens were
not satisfied with their performance. In other communities, where there was a general
appreciation for the efforts made by the mayor, and his responsiveness to citizen

concerns, incumbent mayors faced little serious opposition.

6.3.2 Decentralisation Reform in Armenia

Local governments in Armenia are responsible for a wide range of local development
issues. These include formulation of community budgets and local development plans;
O&M of water supply, irrigation and central heating systems; solid waste collection and
disposal; construction and O&M of roads, bridges and other related infrastructure;
management of culture clubs, community centres, kindergartens, sports facilities; and
issuing permits and regulations for local trade and services. While the Constitution and
the legal framework appear to allow substantial local autonomy, in practice, there are
major constraints which limit the effectiveness of decentralisation in Armenia. Manor
(1999: 55) identifies four important components for successful decentralisation: (i)
sufficient discretionary power delegated to local governments over local development;
(ii) sufficient financial resources to accomplish tasks; (iii) adequate administrative
capacity to accomplish those tasks; and (iv) reliable accountability mechanisms to
ensure the accountability of bureaucrats to elected politicians, and the accountability of

elected politicians to citizens.

The first is the limitation on the authority of local government. Central state authorities
continue playing strong role in local affairs (Tumanyan 2001: 354-55). For example, the
central government retains the ability to determine community property. The state
government has the power to remove a mayor from office. The limits to the principle of
‘self-government’ are also rooted in the orientation of the central government.
Tumanyan (2001: 354) maintains that local governments in Armenia are “perceived as
branches of the state government, created by the state and performing state
responsibilities and duties”. Many officials still regard local governments as extensions
of the central government that should operate under the close supervision of the

marzpets and report to the central government. The marzpet has significant power and
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can often exercise administrative methods of control over the local government
(Tumanyan 2001: 356). Rawkins (2004: 23-24) suggests that the relations between local
communities and marzpets vary considerably. Some mayors have managed to cultivate

better relationships with the marzpetaran than others.

The core areas of service provision, including health and formal education, remain
under central control. Control of power and gas supply systems have not been
transferred to local governments. Further, in some areas where powers have been legally
transferred to local governments, practical constraints may prevent the community from
acting on its responsibilities. In the case of water, sewage, or solid waste disposal, many
local governments lack either the human resources and/or the financial capacity to
manage the utilities. In such cases, control has been retained by central government

through management contracts (Rawkins 2001: 18).

The lack of adequate financial resources is perhaps the most fundamental constraint,
inhibiting the work of local governments. The main sources of revenue for local
governments are: (i) local land and property taxes, and, (ii) the ‘equalisation subsidy’
provided by central government. The level of the subsidy received by each community
is determined by a formula, based on population size, but also taking into account other
factors (i.e. location in the earthquake or conflict area). Communities are heavily
dependent on the state subsidies, which often comprise fifty percent of their budgets
(Tumanyan 2001: 346). Due to financial constraints, the state has failed consistently to
meet its commitments for approved transfers to local governments (Rawkins 2001: 19).
Quarter