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FOREWORD

There is growing empirical evidence that socia capital contributes significantly to
sustainable development. Sustainability is to leave future generations as many, or more,
opportunities as we ourselves have had. Growing opportunity requires an expanding stock
of capital. The traditional composition of natural capital, physical or produced capital, and
human capital needs to be broadened to include social capital. Social capital refers to the
internal social and cultural coherence of society, the norms and values that govern
interactions among people and the institutions in which they are embedded. Social capital is
the glue that holds societies together and without which there can be no economic growth or
human well-being. Without social capital, society at large will collapse, and today’s world
presents some very sad examples of this.

The challenge of development agencies such as the World Bank is to operationalize
the concept of socia capital and to demonstrate how and how much it affects development
outcomes. Ways need to be found to create an environment supportive of the emergence of
social capital aswell astoinvest in it directly. These are the objectives of the Social Capital
Initiative (SCI). With the help of a generous grant of the Government of Denmark, the
Initiative has funded a set of twelve projects which will help define and measure social
capital in better ways, and lead to improved monitoring of the stock, evolution and impact of
social capital. The SCI seeks to provide empirical evidence from more than a dozen
countries, as a basis to design better development interventions which can both safeguard
existing socia capital and promote the creation of new social capital.

This working paper series reports on the progress of the SCI. It hopes to contribute
to the international debate on the role of social capital as an element of sustainable
devel opment.

Ismail Serageldin
Vice President
Environmentally and Socially Sustainable Devel opment



INMEMORY

M ANCUR OLSON, JR.
(1932 - 1998)

Mancur Olson, Jr. was widely considered as one of the main architects of the
conceptual framework that gave rise to the concept of social capital. In “The Logic of
Collective Action”, he helped identify the mechanisms of socia interaction by individuals or
groups which affect the provision of public goods. In “The Rise and Decline of Nations’ he
described how the focus that interest groups and trade associations place on the individual
welfare of their members can trandate in a powerful resistance to economic growth and
higher collective welfare. This insight provided a chalenging addition to a growing
literature that mainly focused on welfare-enhancing forms of social capital.

In 1996, Dr. Olson’s participation in the World Bank’s Social Capital Satellite Group
of the Social Development Task Force contributed to the design and support of the Social
Capital Initiative, under which the material for the present publication was produced and
collected. His active involvement as a member of the Steering Committee helped ensure
that high levels of conceptual rigor be at the forefront of the selection and implementation of
the twelve studies which will advance the research and policy portfolio of the Initiative.
Accordingly, this first publication stemming from the World Bank’s work on the Social
Capital Initiative is respectfully dedicated to Dr. Olson’s memory.
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THE INITIATIVE ON DEFINING, MONITORING
AND M EASURING SOCIAL CAPITAL

INTRODUCTION

A growing body of evidence indicates that the size and density of social networks
and institutions, and the nature of interpersona interactions, significantly affect the
efficiency and sustainability of development programs. Yet the exact channels through
which this “socid capita” impacts developmental outcomes have only begun to be
explored, and the lessons to be drawn from these observations for program design and
implementation remain to be formulated. To help advance the theoretica understanding
and the practical relevance of this concept, the Government of Denmark has provided the
World Bank with resources of about US $1.0 million to support operations which
promote and strengthen socia capital, and to develop indicators and methodologies to
learn from this experience.

The Socia Capita Initiative (SCI) received over 40 project proposas, of which a
Steering Committee selected 12 projects for funding. Their implementation is well
underway. The present document places the SCI within the larger framework of the
current research on socia capital, and offers a description of the goals, expected
contributions, and status of the project. It then presents the full text of each of the 12
approved proposals.



WHAT ISSocCIAL CAPITAL?

The social capital of a society includes the ingtitutions, the relationships, the
attitudes and values that govern interactions among people and contribute to economic
and socia development. Socia capital, however, is not simply the sum of the institutions
which underpin society, it is also the glue that holds them together. It includes the shared
values and rules for social conduct expressed in persona relationships, trust, and a
common sense of “civic’ responsbility, that makes society more than a collection of
individuals. Without a degree of common identification with forms of governance, cultural
norms, and socid rules, it is difficult to imagine afunctioning society.

The scope of the concept of socia capital varies considerably in the literature. The
most narrow concept of social capital is associated with Putnam (Putnam 1993; Putnam
and others 1993) who views it as a set of “horizontal associations’ between people: social
capital consists of socia networks (“networks of civic engagement”) and associated norms
that have an effect on the productivity of the community. Two empirical presumptions
underlie this concept: first, that networks and norms are empirically associated; and
second, that they have important economic consequences. While originally this concept of
socia capital was limited to associations having positive effects on development, recently
it has been relaxed to include groups that may have undesirable outcomes as well, such as
associations with rent-seeking behavior. The key feature of social capital in this definition
is that it facilitates coordination and cooperation for the mutual benefit of the members of
the association (Putnam 1993).

A second and broader concept of social capital was put forth by Coleman (1988)
who defines socia capita as “a variety of different entities, with two elements in common:
they al consist of some aspect of socia structure, and they facilitate certain actions of
actors — whether persona or corporate actors — within the structure” (p. 598). This
definition expands the concept to include vertical as well as horizontal associations, and
aso the behavior within and among other entities such as firms.* Vertical associations are
characterized by hierarchical relationships and an unequal power distribution among
members. This wider range of associations covers a wider range of objectives — positive
as well as negative. Coleman is explicit about this: “A given form of socid capital that is
valuable in facilitating certain actions may be useless or even harmful for others’ (p. 598).
In fact, this view of social capital captures social structure at large, as well as the ensemble
of norms governing interpersona behavior.

A third and most encompassing view of social capita includes the socia and
political environment that shapes social structure and enables norms to develop. In
addition to the largely informal, and often local, horizontal and hierarchical relationships of
the first two concepts, this view also includes the most formalized institutiona
relationships and structures, such as government, the political regime, the rule of law, the

! This concept of social capital is related to the treatment of firms and other hierarchical

organizations in ingtitutional economics, where the purpose of the organization is seen as to
minimize transaction costs (Williamson 1985, 1993).



court system, and civil and politica liberties. This focus on institutions draws on North
(1990) and Olson (1982), who have argued that such institutions have an important effect
on the rate and pattern of economic devel opment.

These three concepts of social capital should not be seen as alternatives, but rather
as different manifestations of the social capital present in a society. Horizontal and
hierarchical associations and macro-institutions can and should co-exist in order to
maximize the impact of socia capital on economic and social outcomes. For example,
macro-ingtitutions can provide an enabling environment for local associations to develop
and flourish, and in turn local associations can sustain the regional and national institutions
and add a measure of stability to them. This kind of complementarity will enhance the
contribution of socia capital to development (Serageldin and Grootaert, 1997).

Social capital must ultimately be seen in the context of the contribution it makes to
sustainable development. Sustainable development has been defined as a process whereby
future generations receive as much or more capital per capita as the current generation has
avalable (Serageldin 1996a, 1996b). Traditionally, this has included natural capitdl,
physical or produced capital, and human capital as the weath of nations on which
economic development and growth are based. It is now recognized that these three types
of capital determine only partially the process of economic growth because they overlook
the way in which the economic actors interact and organize themselves to generate growth
and development. The missing link is socia capital (Grootaert, 1997). At this broad level
of conceptualization there s little disagreement about the relevance of social capital. There
is, however, no consensus about which aspects of interaction and organization merit the
label of socia capital, nor in fact about the validity of the term capital to describe this.
Least progress has been made in measuring social capital and in determining empirically its
contribution to economic growth and devel opment.

The Socia Capital Initiative aims to improve our understanding of this
contribution and suggest ways through which the donor community can invest in social
capital and create an enabling environment in which social capital can be strengthened. To
do this successfully requires an interdisciplinary approach which attempts at bridging some
of the current different disciplinary perspectives on socia capital. Political scientists,
sociologists, and anthropologists tend to approach the concept of social capital through
anaysis of norms, networks, and organizations. Economists, on the other hand, tend to
approach the concept through analysis of contracts and institutions, and their impacts on
the incentives for rational actors to engage in investments and transactions. At the
microeconomic level, socia capital primarily improves the functioning of markets. At the
macroeconomic level, ingtitutions, legal frameworks, and the government’s role in the
organization of production affect performance. Each of these views has merits and the
challenge is to take advantage of the complementarities of the different approaches.

As a dtarting point, we note the following common features across the different
concepts of socia capital and the different disciplinary perspectives:



(i)

(if)

(iii)

(iv)

All link the economic, social, and political spheres, and assume that social
relationships influence how markets and states operate, and in turn are
influenced by those markets and states.

All focus on relationships and the ways in which reliable, stable
relationships among actors can enhance the effectiveness and efficiency of
both collective and individua action.

All imply that social capital can be strengthened, and that this is a process
that requires resources.

All imply that social relationships and institutions have public good
characteristics. Because the benefits of such goods cannot easily be
appropriated privately, most rational actors underinvest in maintaining
them. Hence, there is a case for public support to social relationships and
ingtitutions.



THE WORLD BANK AND THE SOCIAL CAPITAL INITIATIVE

The notion that social capital, however broadly defined, has an important role to
play in development assistance has already gained ground in parts of the World Bank. Asa
result, a number of studies have been undertaken to measure socia capital in selected
countries and to show its impact on development outcomes (see Box). A key objective of
the Social Capital Initiative is to promote further work along these lines and to strengthen
the methodological and empirical underpinnings for measuring social capital.

Box: Ongoing Work in the World Bank’s Environmentally and
Socially Sustainable Network

A study of 750 households from 45 villages in Tanzania suggests that socia capital makes
a significant contribution to household welfare. Socia capita was measured by membership in
groups and networks and by levels of trust. Multivariate regression analysis established that
village-level social capital was a key contributor to household welfare even after taking into
account the size of household, schooling, household assets, market access and agroecologica zone.
In some cases, the effect of village-level socia capital outweighed that of market access or
schooling. Household-level socia capital appeared to be less significant than village-level socia

capital.

A comparative study is underway to collect data for a profile of local institutions in 20
countries. The study collects data on the ingtitutions of the state, market and civil society which
function a the local leve in the provison of various services (hedth, education, agricultural
extension, water supply, forestry). In three countries (Indonesia, Bolivia, Burkina Faso) this profile
will be supplemented with data at the household level. Specificaly, the extent of household
participation in different loca organizations, and the way in which they contribute to household
well-being will be explored. The availability of measures of economic and social outcomes, both at
the village and household level, will make it possible to test empirically hypotheses regarding the
impact of socia capital on poverty, access to health, education and credit, and effectiveness of
public programs and projects.

A number of Bank projects have had positive impact on socia capital, usualy
through the promotion of participatory approaches towards project design and
implementation, and through community based development. For example, the Bank is
supporting micro-credit initiatives which rely on social solidarity and community norms of
trust. Agricultural and environmental projects have contributed to strengthening non-
formal and civil society ingtitutions such as water users associations, joint forest
management groups and indigenous federations. However, to date, there has not been any
systematic effort to assess the impact of investmentsin social capita in these interventions.
The SCI intends, among other goals, to help filling this gap.

As a part of the World Bank’s movement toward the implementation of a new
development paradigm which integrates social, cultural, institutional and economic factors,
the Bank is keen to better incorporate social capital considerations into its project lending




and policy advice. The Bank’s Social Development Task Force identified five possible
levels of action which the Bank could undertake:

0] use current and new tools to understand more thoroughly the nature of
existing institutions in client countries and their roles in social and
economic development. Doing so should help ensure that Bank programs
avoid weakening existing, positive socia capita (as they have sometimes
done in the past), and identify areas where ingtitutional (socia capital)
strengthening is needed;

(i) where possible, work with existing socia capital, especially peoples
associations and organizations, for the design and delivery of projects. This
has the potential to (a) improve beneficiary targeting, (b) reduce project
costs, (c) enhance sustainability, and (d) strengthen civil society through
strengthening these organizations;

(i)  facilitate enabling environments that foster the strengthening of social
capital in a country. The World Bank is especialy well placed for such a
role. This might include fostering greater interaction between civil society
and government, enhanced civil liberties, enhanced mechanisms for
government transparency, and stronger contracts and economic
institutions;

(iv)  invest directly in socia capital. This may be done through training and
capacity building of local organizations or through direct financial support;
and

(v) conduct further research on the distributive and growth implications of
strengthening socia capital, and on strategies for working with civil society
organizations.

The Social Capital Initiative hopes to contribute to al five of the above
objectives. The Initiative has a triple goal: 1) it aims to assess the impact of initiatives to
strengthen socia capital on project effectiveness; 2) it also hopes to demonstrate that
outside assistance can help in the process of social capital formation; and 3) it will
contribute to the development of indicators for monitoring socia capital and
methodol ogies for measuring its impact on devel opment.

To achieve this multiple goal, the SCI team (located in the Social Development
Family of the Environmentaly and Socidly Sustainable Development Network at the
World Bank) solicited project proposals from task managers within the Bank. Forty
proposals were received and reviewed by a Steering Committee, of which 12 were
selected for funding on the basis of their perceived ability to test two central hypotheses:

(D) The presence of social capital improves the effectiveness of development
projects; and



2 Through select donor-supported interventions, it is possible to stimulate
the accumulation of socia capital.

These hypotheses are purposefully broadly formulated so as to make possible a
wide array of interventions and monitoring methodologies. In addition, since one of the
goals of the project is to encourage different approaches to the measurement and
monitoring of social capital, innovativeness in methodology was a prime consideration for
support, as was the ability to obtain results within a 2-year time horizon.

The 12 selected studies examine the socia role and behavior of micro- as well as
macro-ingtitutions, and involve different classes of actors. farmer associations, urban
service user groups, ethnic communities, educational associations, firms, and formal
institutions. A special focus has been placed on economies in transition, and on nations
that have been ravaged by war or civil strife.

All projects were selected on the basis of their perceived ability to contribute,
directly or indirectly, to the effective test of the two hypotheses presented above. In
addition, two projects (in Mexico (#1) and in the coal mining regions of the Indian state of
Orissa (#3)) are expected to contribute directly to the development and strengthening of
local social capital in the context of larger Bank-supported projects.

The projects offer a wide geographic coverage: four projects are focused on Asia,
three relate to Africa, two each for Latin America and FSU/Central Asia, and one will be
conducted in parald in Africa and Asia. They cover a broad range of developmental
issues, such as:

p Local level alternatives to the inadequate provision of goods and services. Six
projects (#1, #2, #5, #9, #10, #11) directly address the channels through which
local groups can identify and develop schemes that compensate for the insufficient
availability of — public or private — goods and services, such as credit,
agricultural extension, water and sanitation, and education.

P The reconstruction or revitalization of social capital after conflicts or political
transition. Projects #4, #6, #7, and #8 will examine the process through which
socia capital can be damaged by ethnic disturbances or civil disintegration, and
suggest ways through which it can be rebuilt when violence or political change has
subsided. They will also suggest ways for external organizations to contribute to
this regenerative process.

p The mobilization of social capital for the development of new income-generating
activities. When traditional production schemes and market access are being
eroded by structural or political changes, loca communities can develop new
internal and external aliances to identify and implement new productive schemes.
Therole of socia capital in the success of this process is the main focus of projects
#1 and #3.
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b The development or reinforcement of the role of trust in work-related
relationships. Trust is an overarching element of most definitions of welfare-
enhancing socia capital. Projects #3 and #12 are designed to test whether trust can
act as a leverage for technical and organizational skills in the employer-employee,
or extension worker-farmer, relationship.

b Local adjustments to increased decentralization of government functions. Project
#1 will study the design and implementation by local communities of mechanisms
of consultation and collective action which increase their role in the decision
making process of decentralized government entities. This component of the SCI
will illuminate how final stakeholders can benefit from increased opportunities for
participation in decision making when budget and planning decisions are delegated
by the central government to regiona authorities.

Another major focus of the study, in keeping with the second of the above
hypotheses, is the impact — positive or negative — of externa assistance efforts on the
development and sustainability of local social capital. Severa studies, to different degrees,
address this issue, but it is at the center of the investigations of projects #2, #3, #5, and
#11. Interest in environmental and gender issues are also important features of several
projects (#1, #2, #3, #11).

Other aspects of social capital will be left relatively unexplored by the Initiative,
such as the potential role of socia capital in improving performance in the public sector,
and issues related to welfare-decreasing forms of social capital (of which organized crime
IS an extreme example).

The proposed analytical methods cover a wide range of qualitative and quantitative
approaches. These include quantitative methods in forma research designs with use of
control groups, econometric analyses calling on instrumental variables and principal
component approaches, as well as case studies, qualitative and inductive methods. The
variety of approaches was a priority in the project selection process and should help
determine the relative aptitude of different approaches at apprehending the nature and
determinants of social capital.

The SCI is expected to further the understanding of several conceptual and
functional aspects of socia capita. The following section explores these expected
contributions in more detail.
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EXPECTED CONTRIBUTIONSFROM THE SOCIAL CAPITAL INITIATIVE

The Social Capita Initiative aims to contribute to both the conceptua
understanding of socia capital and its measurement. Although there is a significant and
rapidly growing literature on social capital and its impact (for reviews, see Grootaert
1997, and Woolcock 1997), it has not yet provided an integrated and generally accepted
conceptua and analytical framework. The lack of conceptual clarity stands in the way of
the measurement of social capital, and the variety of existing definitions makes it
inherently difficult to propose alist of indicators. Instead, indicators will have to evolve as
the conceptual definition and, more important, the operational definition of socia capita
are developed.

A conceptua framework is more developed for the narrower definitions of social
capital (micro-ingtitutional in focus) than for the broader macro-oriented definitions. It is
therefore likely that a suitable set of indicators for socia capital can more readily be
defined to capture horizontal and hierarchical local associations. Indeed, there is growing
empirical evidence that local associations and networks have a positive impact on local
development and the well-being of households, and play a key role in environmental
management (see references in Grootaert 1997 and Woolcock 1997). Particularly the
experience with water user associations has been documented in the context of water
supply and irrigation projects. Well-functioning associations reduce maintenance costs and
contribute to sustainability beyond the original project time-horizon.

While the existing evidence is strong enough to leave little doubt about the key
role of socia capital, it is still weak in quantifying its impact and in documenting its role
relative to other inputs. Likewise, case studies in other sectors are needed. The SCI will
add to the empirical evidence at the micro-institutional level in several sectors. Project #10
investigates the role of the coproduction framework (collaboration between local
governments and communities) in the supply of water and sanitation services in Indonesia.
Project #2 will measure the role of socia capital at the neighborhood level in successfully
organizing solid waste disposal in the poor areas of Dhaka, Bangladesh. Both projects will
use formal control groups to identify and measure the contribution of socia capital to
service delivery. Project #12 will assess the role of trust in the successful provision of
agricultural extension services in Mali. In the environmental area, project #9 will look at
the role of community-level collective action in the management of watersheds in
Rajasthan, India. Here too, communities where collective action was successful will be
formally contrasted with those where this was not the case.

An important policy question is whether local associations can be strengthened by
outside assistance from donors and NGOs. Project #11 will address this question for
women'’s self-help groups and for parent-teacher associations in Kenya, where the impact
of funding provided by an international NGO on the functioning and effectiveness of these
groups will be measured. A similar objective underlies project #5, which will focus on
campesino organizations in the indigenous areas of three Andean countries. By tracing the
history of such organizations, the project hopes to identify the factors, forms of
interventions, and assistance that have fostered their growth and effectiveness.
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The role of donors and their ability to invest directly in socia capital building is
central to the two projects (#1, #3) which are part of larger donor-funded interventions. A
World Bank-supported project is helping the Government of Mexico to decentralize some
of its budget and planning functions to state and local governments. In project #1, the link
between this decentralization and the presence of socia capita is addressed. The specific
focus is on two programs to promote agricultural development, where an attempt will be
made to measure whether existing socia capita a the village-llevel helps the
decentralization process, and whether, in turn, this process strengthens further local
associations. In India, the World Bank is supporting a large project to rehabilitate the coal
mining sector. In project #3, this effort will be enhanced by specific interventions in
selected mine-sites to build trust between the stakeholders (the miners, their communities,
NGOs, local government, and the mine owner, Coa India Limited). Through comparison
with similar mine sites where the socia capital building intervention did not take place, its
contribution to conflict-resolution and to the successful creation of aternative income
sources will be measured.

The projects discussed so far look at local associations as key actors in the
construction of social capital. As mentioned earlier, other actors play a role as well. In
project #6, the focus is on firms in Mongolia and Russia. Given the weakness of the legal
framework in these countries, the question arises as to how these firms organize
alternative forms of contract enforcement. The project will attempt to measure the role in
this process of informal networks to which the managers of these firms belong.

At the macro-level, additional institutions become part of social capital, such as
legdl, judicia and political systems, which are traditionally identified and measured at the
national level. The mode of analysis becomes primarily cross-country comparisons. In that
respect, project #8 looks at the relation between ethnic groups and political institutions.
Although ethnic identity helps members of the same ethnic group work together for
common goals, the presence of multiple ethnic groups within a country may not always be
beneficial for the effectiveness of its political institutions. This project will examine this
issue empirically in the context of Africa, using a cross-country data base on politics,
economic growth, and political violence.

To capture the full scope of social capital, measurement has to occur and
indicators need to be developed not only at the micro and macro-levels separately, but also
in such a way that measures the interaction and complementarity between them. The
studies on socia capital in post-communist and post-war societies (#4, #6, and #7)
explicitly link macro events to outcomes at the loca level, and attempt to identify the
response of local associations and other forms of micro-level socia capital. Those projects
will contribute to a better understanding of selected aspects of the macro-micro
interaction.

Taken together, the 12 studies that constitute the Social Capital Initiative are
expected to add significantly to the empirical evidence on the role of socia capital. In
addition, the studies will make advances in the basic issue of measuring socia capital and
developing its operationa indicators. Since the studies rely on very different research

13



methodologies, they will shed light on the suitability of each methodology and on ways to
combine quantitative and qualitative analyticad methods in order to exploit their
complementarities. Most importantly, the lessons from the studies will help the World
Bank, and hopefully other donors as well, to better integrate social capital considerations
in the design of development projects and policies.

14



STATUSOF PROJECT IMPLEMENTATION

The sdlection process of the projects which are receiving funding from the SCI
took place between December 1996 and April 1997. As of this date, project
implementation is well under way. All project Task Managers have secured budget access,
and are hiring the internationa and local consultant staff needed for project
implementation. Preparatory activities for most projects involve addressing various data
collection issues such as the design of samples and questionnaires, identification of control
groups, and the definition of relevant indicators of social capital. The SCI Core Team,
comprised of economists and other social scientists, has met with all Task Managers to
discuss the progress of each project, the expected obstacles and mechanisms to address
them, and the next steps of the research program.

Two types of methodological concerns are appearing from these meetings. The
first issue relates to the definition and operationa feasibility of indicators apt at capturing
the different dimensions of socia capital used in each project. To different degrees, all 12
projects are facing the need to develop indicators and, in the case of some econometric
analyses, instrumental variables that adequately capture the essence of socia capital, and
give careful attention to the issues of aggregation, scoring, and weighing of component
indexes.

The second methodological issue concerns the selection of the control
methodologies best adapted to the specific practical situations and requirements of each
project. In order to point to causalities between social capital and development outcomes,
researchers have to isolate carefully the role of social capita in these outcomes from the
impact of all other factors. Several projects are confronting conceptual and practical
difficulties in their search for control groups in their sample. One important issue is the
frequent correlation between social capital measures and income.

Continuous interaction between Task Managers and the SCI Core Team and, as
much as possible, among the Task Managers themselves, will help ensure that conceptual
and methodological issues are resolved early. In addition, the core team is organizing
various measures of support for the Task Managers such as building a library of key
reference material related to socia capital, and an electronic forum for discussing project-
related issues. A senior Danish consultant has also been recruited to serve as a resource
person to the Task Managers. This interaction and information exchange system will
hopefully contribute to ahigh level of synergy, and enhance the quality of the results.

At the end of the project, it is expected that the existing set of operational
definitions of socia capita will have undergone a series of empirical validation exercises,
and at the same time that new proxies for social capital will have been developed and
tested. More importantly, the research project will help identify the conditions under
which social capital affects project implementation, and indicate how externa intervention
can best be designed to integrate and make maximum use of the leverage offered by
existing networks of social capital. The results from the project, in addition to providing
researchers and practitioners with new insights on the role of social networks in the

15



dynamics of the development process, will contribute to increasing both the participatory
and sustainable aspects of future World Bank projects.
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Background

The Mexico Government is currently implementing the decentralization of federal
programming and budgeting functions to state and municipal levels. At the same time a
multiparty balance of political power is emerging. The Southern Sates are historically the
most underdeveloped part of Mexico and include significant areas that were historically
dominated by “big man” palitics, in which local power structures are controlled by a small
number of dominant families. One of the risks of decentralization for the southern statesis
that traditional power structures could intensify, rather than opening the door to wider
participation of individuals and communities, particularly in remote rural areas. The
Mexican Government (GOM) has made a firm commitment to channel resources to the
southern states to balance development within the country. Several innovative programs
are being implemented by the current Administration (1994-1999), which are designed to
devolve decision making over the alocation of federal resources for social and economic
development to local levels. These programs are piloting new models to foster positive
linkages between community and productive based organizations and state and local
governments.

There are two initiatives being undertaken by the GOM to foster rura
development through improved productive activities. One, PRODERS, is a technical
assistance program, to build the capacity of the local communities to analyze their needs
and capture available resources from various sources (credit, grants, technology transfer
programs). The second, ALIANZA PARA EL CAMPO, channels financial resources for
productive activities through state governments. The GOM is appraising a program in
several States with the Bank to help channel these resources to the poorest communities
through participatory mechanismsinvolving local organizations and local government.
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Study Objectives

The general objective of this study is to identify best practices and measures for
strengthening social capital in the context of rural decentralization programs. The specific
objectives of the proposal are to test the hypothesis of whether the kinds of technical
assistance being tested through the two new programs increase socia capital and thereby
enhance the value of financia resources channeled through those programs to productive
activities.

Study Design

The Project would be an applied research initiative developed and implemented jointly
with the GOM. A steering group would be formed, coordinated by the Secretary of
Finance, with members of relevant sector Ministries, and representatives of the concerned
State governments. Representatives of community based organizations would be consulted
by the steering group as peer reviewers, with interim findings to be presented in periodic
meetings. The members of the steering group would then become conduits for the
implementation of the findings within their respective sectors.

Case Studiesto be Evaluated

The proposed work program would include study of two cases of social capita
development, comparing the experiences across the southern states in which they are
being applied. For each of the two cases included in this proposal, four micro regions
would be selected for evaluation. They would belong to at least two different States.

The program would systematically evaluate the two new innovative GOM
programs in the rural development sector:

1. The first program to be evaluated is PRODERS (Program of Integrated Rural
Development), a program of the Environment and Natura Resources
Secretary, (SEMARNAP). PRODERS represents the scaling up of a long
standing NGO program, PAIR, which was managed by current officials of
SEMARNAP when they worked in the NGO sector during earlier
administrations. The program is starting to be implemented in remote areas of
several micro regions of different States of Mexico.

2. The second program is. Rural Development in Marginad Areas, within
ALIANZA PARA EL CAMPO (Alliance for the countryside), a program of
the Agriculture Secretariat, (SAGAR). ALIANZA is a decentralized program
which was launched in June 1996. It provides the overall framework for the
implementation of a number of development programs aiming a promoting
investment in the agriculture sector as well as increasing productivity. Each
state has to agree with the Federa level on the programs that are most relevant
to the specific conditions and priorities of that state. A yearly agreement is
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signed between SAGAR and the Sates for the use of the funds. The program is
funded through cost sharing arrangements between the federal level, the state
and the producers. Funds are made available for this program through a state
level, privately run Fideicomiso. A new program, called Rural Development in
Margina Areas (RDMA) is being discussed with the GOM. Its propose is to
introduce a new methodological approach within the ALIANZA program. This
RDMA program would specificaly foster regiona links with producer
organizations to help target poorest areas.

Mechanisms Through Which Social Capital Will Be Built

The two case studies are quite different regarding mechanisms through which socia
capital is being built. PRODERS is an innovative methodology for social capital
strengthening in ecologically threatened areas with no specific funding mechanism
attached to it, RDMA is an innovative methodology being introduced for marginal areas
within the ALIANZA funding mechanism.

PRODERS. In the case of PRODERS, the objective is strengthening the capacity of rura
producers to undertake planning for sustainable development and to channel their
development goas to projects that can be financed through available programs.
PRODERS staff play a technica assistance and broker role, helping to establish linkages
between community associations/organizations and government programs and state and
loca government. PRODERS uses a participatory methodology to help identify problems
and develop demand-driven action plans. It is also concerned with participatory
monitoring and evaluation through capacity building of the concerned rural population.

ALIANZA. The building up of socia capita as such is not embedded in the ALIANZA
program. ALIANZA focuses on creating access to funds for individuals or groups in the
rural sector without regard to the civil organizations or affiliations of those individuals or
to the strengthening of collective activity. The RDMA component ams to foster the
outreach capacity of the ALIANZA program and conversely build capacity at the local
level to facilitate project preparation and access to funds. One objective of the GOM is to
strengthen the targeting mechanisms of ALIANZA through the introduction of this
specific component in pilot areas of four States. Drawing upon a preliminary assessment
of the existing social capital in selected micro regions, the program would channel
resources from ALIANZA to groups of indigenous communities through a regional
committee including producer organization and local governments. Together this would
strengthen organizational links with the rural populations and improve the targeting of the
program.

One advantage of studying those two programs together is that we may be able to
apply the methodology developed of PRODERS in the context of the RDMA component
of ALIANZA. PRODERS may prove to have very strong points which RDMA could use.
Alternatively, the opportunities for linking to and building on local organizations may be
quite different to serve the objectives of the ALIANZA. Whichever is the case, this study
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will provide the opportunity to compare two innovative programs which are currently
trying to foster rural productive activitiesin different state and regional contexts.

Monitoring M ethodol ogy
Definition of Social Capital

The definition of the socia capital to be studied will have to be completed after the first
phase of the study. In principle, the socia capital is defined for this study as the formal and
informal linkages of rural inhabitants through local organizations in rural areas. Such
groups are usually, though not exclusively focused around productive activities. Linkages
are defined as al socia networks and the interaction between groups as well as of groups
with local and state authorities.

Phases of the Sudy

There will be three phases in the proposed work program. The methodology will be the
same for both programs.

First phase. The nature of organizational structures and linkages in the selected sub-
regions will be studied to provide aroad map for the analysisin the individual case studies.
This will build on a preliminary analysis of civil society in Mexico currently being carried
out. This study will draw heavily upon existing information and upon interviews with
representatives of the different types of stakeholder associations in these sites. The
typology developed in the preliminary analysis will be used to categorize the types of
organizations in the study area. A detalled TOR for the two cases studies will be
developed as one product of this phase in consultation with the GOM steering group.

Second phase. The case studies will be carried out by Mexican consultants with field visits
spaced over a twelve month period. The first visit to each of the areas where the case
studies are located would serve as a baseline, and the second visits will provide
comparative data to evaluate changes over time in social capital. Techniques will include
key informants interviews, participatory rapid appraisal, and Delphi interviews with
different types of socia organizations/leaders/government and elected officials. Each field
vigit is compiled to involve 10-15 days for study site. Data collected on programs
participants will be revised to develop a sampling frame for interviewing.

Third phase. During the third phase, reports will be prepared on the cases, discussion of
the findings will be held with representatives of the respective civil societies and
government and workshop will be organized to discuss policy implications.

Choice of Micro Regions

For PRODERS, micro regions are identified by the existing program according to
ecologica importance, presence of poor margina population, proximity to conservation
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areas, and includes a set of number of sites.

For the RDMA component of ALIANZA, micro regions will be chosen among the
pilot regions contemplated by the GOM for the implementation of the program. The study
will define a microregion as a socialy coherent geographic area within one of the States.
Since the Southern States have a high proportion of indigenous population, particularly in
rura areas, choice of the micro regions will be guided and coordinated with the first
results of the study of Indigenous profile that will be started in Spring 1997. Micro regions
will not cross the boundaries between states, since the ALIANZA program is linked to the
policy of each single state government. Given the population of each of the States, a
microregion within a State should represent approximately 10% of its population, that is
300,000 persons. The project will study four microregions, located in at least two different
states.

Control Group

For PRODERS, the control group will be identified as a micro region smilar to those
included in PRODERS, but where the program is not being carried out.

For ALIANZA, the control group will be amicro region in one of the States where
the cultural mix is similar to that of the other micro regions but where the RDMA
component would not be introduced.

No Support Technical Assistance
No specific financing Control Group for PRODERS PRODERS
ALIANZA financing ALIANZA parael Campo Rural Development for Marginal Areas

Indicators
Indicators to be measured include:

1. Participatory measures (what individuals agree constitute useful roles of
organizationa structures and linkages among them);

2. Changesin membership of existing organizations (range, fluidity, age, gender);

3. Broadening the roles of existing organizations;

4. Increased capacity of members to form new organizations or horizontal and
vertical linkages,

5. Nature of formal and informa links with other organizations (information,
pooling of resources, etc.);

6. Increased autonomy or link with local government and the state;

7. Increased knowledge of government programs and participation mechanisms
gained through information exchange with organizations,

8. Increased access to resources resulting from membership in organizations; and,

9. Increased decision making power by members without prior leadership roles.
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SociAL CAPITAL INITIATIVE - PROJECT 2

Community Action for Solid Waste Management:
Self Help in Dhaka, Bangladesh

Ms. Sheoli Pargal
Economist
Devel opment Economics Research Group
Tel: 202-458-1951
Fax: 202-522-3230
Email: spargal @worldbank.org

Overall Project Description

This study seeks to identify characteristics of communities that are able to organize
themselves to undertake tasks for the common good. We conjecture that social capital isa
critical determinant of such collective action. In this project we will attempt to measure
social capital and assess the role it has played in the specific context of inducing
community action for solid waste management in Dhaka, Bangladesh. The study as well as
the data collected on social capital indicators and proxies will have broader interest in two
ways:. 1) they will aid the effort to define and develop accurate measures of social capital;
2) as an addition to the set of country case studies available, the study will add to our
understanding of the role of social capital in development in general.

The context for this project is the fact that households in some neighborhoods of
Dhaka, Bangladesh have organized themselves to arrange for private collection of trash.
Among these neighborhoods are Shanti Bagh, Madhu Bagh, Siddheshwari, and Bara
Magbazaar, to name only a few. The garbage collection system in Dhaka involves
municipal pickup from large dumpsters placed in central areas, with municipal workers
responsible for collecting trash from smaller dumpsters located in aleys and side streets
and transporting it to the main dumpsters. However, the municipal employees are
unreliable and frequently do not turn up. In response, some communities have hired
private contractors to perform the service of local trash collection. Since other, apparently
similar, neighborhoods have not managed to successfully organize an aternative to the
municipal service, a natural question is why some communities or neighborhoods display
such initiative while others do not.

The community aspect is vitally important for trash collection since it involves
positive externdities leading to limited incentives for individua action. Also, trash
collection is an activity in which individua action does not have much impact, so
collective action is warranted. Why are some communities better able to organize
themselves for the collective good than others? Does such joint action depend on
particular circumstances, or characteristics of the community and is community activism
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linked to an ability to take responsibility for onesdlf? If this is indeed the case, policy
makers should take account of it when targeting scarce resources.

Hypotheses

We hypothesize that the ability to organize depends critically on the cohesiveness of the
community in question, which is a function of customary and traditiona interactions and
ingtitutions, a common heritage, values, ethnic or religious background, etc. — the civic
bonds identified by Putnam in his study of Itdian institutions.® In other words, we
conjecture that “social capital” is the distinguishing mark of successful community
activism, where we explicitly eguate “socia capital” with community cohesiveness. This
study will collect data on some widely accepted indicators of socia capital and will aso
attempt to rigorously measure the importance of socia capital as a determinant of
collective action in the particular case of garbage removal in Dhaka

Discussion of Methodology
The methodology we proposeis as follows:

1. Survey of communities/neighborhoods
2. Econometric analysis of primary data so collected

urvey

We propose to sample a total of 60 neighborhoods in Dhaka, 30 in which there is an
ongoing effort to collectively arrange for garbage removal, and 30 in which there is no
such effort. The latter will serve as the control group.® The two sets of neighborhoods will
be randomly selected from the neighborhoods in Dhaka, stratified on the basis of whether
or not they have made collective arrangements for garbage removal .*

Having identified these neighborhoods, we will randomly choose 10 households in
each to interview. From these structured interviews we will obtain information on
community characteristics, the motivation for organizing garbage cleanup, and average
household characteristics (e.g. average education level, average duration of residence in
neighborhood, and average income, extrapolating from the households interviewed). It
should be noted that we do not make a distinction between “neighborhood” and

2 Putnam, R. (1996), “Making Demaocracy Work: Civic Traditionsin Modern Italy”.

1tis possible that in some of these an attempt to organize clean-up was made but failed. Since we cannot
a priori identify these areas, however, we will restrict our analysis to the issue of whether a
successful arrangement for trash removal exists or not.

* We are aware that we may need to undertake further stratification before sampling, but will make a final
decision on this after preliminary examination of the distribution of neighborhoods with own
arrangements for garbage removal in Dhaka.
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“community”, using the terms interchangeably. An outline of the information sought
through the survey questionnaire is attached.

Analysis

To gauge the importance of social capital in community action, we will estimate the
following binary probit equation: P. = f (social capital, other characteristics of
community/neighborhood), where P, is the probability of the ith neighborhood having
organized its own arrangement for garbage pickup. To account for the endogeneity of
socia capital, arising from its correlation with characteristics like average income, we will
perform two-stage instrumental variables (simultaneous equation) estimation. We propose
to use the following set of instrumental variables for socia capital: neighborhood age,
average length of tenure in the neighborhood, and the degree of homogeneity within the
neighborhood (which will be measured by the proportion of residents who originaly come
from the same village or area outside Dhaka and by whether the mgjority of residents are
owners or renters).” This set of variables appears to satisfy the required exogeneity criteria
while being highly correlated with social capital. The variables we will use to construct our
measure of socia capital include the number and type of community associations, as well
as their size and frequency of meeting, the proportion of neighborhood population actively
involved in these associations, and the perceived importance of group participation in the
neighborhood.

In addition, we plan to use other neighborhood characteristics in the analysis like
average income, average education, neighborhood size, and whether the neighborhood is
majority professional/salaried or consists of business/self-employed people.

Comments

For our analysis it is critical that we clearly define a neighborhood. Since neighborhoods
are amorphous entities, this is likely to be quite difficult. We propose to ask a few
individuals from each general area to define the bounds of their neighborhood. Once
nei gréborhood bounds have been established, we will sample households from within the
area.

Policy Implications

The expected contributions of this study are as follows: a) it will provide detailed
information on community based delivery mechanisms as one out of the menu of possible
service delivery options to be considered by the SWM study; b) it will indicate the
feasbility of privatizing garbage collection, especidly as a small business, which might

®The degree of homogeneity proxies the commonality of values and priorities in the neighborhood.

® our preliminary inquiries indicate that neighborhoods will probably be delineated by physical barriers or
discontinuities (alleys or streets, parks, walls, pockets of commercia activity, etc.) so that we may
have a consensus on defining them.
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need seed capital, and c) it will provide a “how to” guide for enhancing community
involvement and ownership of local development projects — whether through providing
financing for government agencies or NGOs to help communities organize, or by
providing modest financial assistance for this purpose directly to the communities
themselves.

In more genera terms, if the ability of a community to organize is an important
determinant of “self help’, policy makers and governments can clearly gan by
strengthening it. At the municipal level, the government can enlist voluntary neighborhood
associations such as those involved in garbage remova to assist in delivering other
services. This would not only enhance community ownership of, and participation in, civic
activity, but would aso increase economic efficiency by reducing the financia and
organizationa burden of the municipa corporation. Using the existing arrangement for
garbage pick up, for instance, would promote the privatization of garbage collection to an
extent.

In fact, if the existence of community organization in a particular area is
conducive to the generation of further community activism in other spheres, fostering
neighborhood and community associations could engender other socia endeavors like
neighborhood watches, adult literacy campaigns, etc., all of which have postive
externalities. We would then argue for the active promotion of such organizations. This
would probably require a program of carefully designed economic incentives and technical
assistance to strengthen existing associations, and encouragement of attempts to organize
in neighborhoods which currently lack such organizations.” Another possibility would be
to provide appropriate, targeted economic incentives, such as a refund or credit on the
relevant municipal taxes to households in neighborhoods which undertake to arrange for
alternate providers of municipal services.

" For instance, in Khulna (Bangladesh) donors have funded both NGOs and government agencies to help
organize community groups to decide for themselves upon their priorities for Solid Waste
Management and choose the mechanism for service delivery that best meets their needs.
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Appendix

Data from Survey Questionnaire

Community data

Number of households in the neighborhood

Age of neighborhood

Proportion of tenants and landlords

Proportion of residents hailing from the same original village or area outside
Dhaka

Previous history of organization/ activism and for what

Whether mgjority professiona or service

Types and number of organizations present in the neighborhood (e.g. sporting
clubs, social/religious organizations, women’s groups, neighborhood watch
etc.)

Size (membership) of these associations

Frequency of meeting

Whether a physical structure like a community center can be identified with the
neighborhood

Whether common playing fields (e.g. badminton courts) exist

data

Household

Income level of household

Education of household head

Length of time in neighborhood

Membership in community groups or associations
Frequency of participation in associational activity
Perceived importance of group participation

Size of household

Whether rent or own

Property value

Whether migrated from a different part of the country, and, if so, which part
Amount paid per month for trash service

Views on neighborhood trash collection

For background, we will try to get qualitative information from a subset of households on

the followi

ng:
The date when the community decided to organize itself.

What the proximate motivation was.

If an association had previoudly existed but no longer does, why it no longer
exists.

If an attempt to organize was made in the past, why it failed.

Characteristics of initiator relative to the rest of community — education,
income, sex, age, length of residence in neighborhood, etc.
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Overall Project Description
Background

Across the coa mining areas in India, socia capital, which facilitates coordination and
cooperation of the efforts of individuals and groups within a community to improve their
quality of life, is relatively scarce. For the most part, production activities of Coal India
Limited (CIL) have taken hold in remote areas where commercial reserves were most
readily avallable. The social and environmenta costs of developing reserves has grown
consderably in the last decades, as CIL finds it increasingly difficult to acquire land to
expand its operations. The development of open cast mines in particular, albeit relatively
inexpensive, has demanded substantial amounts of land. In addition to environmental
impacts and land use changes, by ending the relative isolation of mining areas while
creating an influx of newcomers, coal production has transformed the social fabric of these
communities. Consequently, a breakdown of socia ties and a weakening of local
organizational capacity have occurred. Overall, socia capital in the mining areas has been
affected by a combination of factors, such as community resentment due to (i) the social
and cultural changes initiated by mine development, and (ii) the reluctance of CIL to
assume full responsibility for provision of services such as health care and basic education
to surrounding communities, which state governments feel is what it should do; and
friction within the community as a result of (iii) the substantive gap between the miners
income (who make about ten times the minimum wage and have job security) and what
people make in other jobs, and (iv) the differential impacts of CIL’s development projects,
which tend to create invidious comparisons between those who are entitled and those who
receive little or nothing.

CIL is changing the design of its new mines, has adopted a resettlement and
rehabilitation (R&R) policy, and has intensified its community development program to
make sure that all the communities living near the mines share the benefits from the
project. Implementation of the new R&R and community development policies, however,
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will be a difficult process for CIL and the people involved. There are few completely
successful models that can guide the corporation and its subsidiaries in their local
rehabilitation and community development programs. Simultaneoudly, the notion of
consulting project affected people (PAPs), target communities at large, local state
authorities, and NGOs on sociad and environmental issues is entirely new to CIL.
Moreover, previous interface between the key stakeholders in the mining areas — due
partialy to issues of power, equity and access to resources — has not always developed
under cooperative terms. CIL’s latest orientation to curb new employment and stop the
practice of providing jobs as entitlements has further diminished levels of trust and
hindered the possibilities for collaboration in local development efforts. The issue of
aternative sources of income, and options for rehabilitating the people whose livelihood
are going to be impacted by the expansion of mining operations, is looming large in CIL,
hence the need for developing new strategies for income generating activities that can
become an integral part of a concerted effort to maintain and improve a community’s
qudlity of life.

Rationale

Due to (i) the lack of previous work on social capital development in the mining areas, (ii)
the complex socia dynamics that prevail there, and (iii) the need to develop monitoring
strategies and establish indicators to assess the impact of social capital interventions
among this type of communities, it is of paramount importance to engage in the proposed
Social Capital Development Pilot Implementation Study. It is through coordination and
cooperation that local communities in the mining areas can create, revitalize and keep the
assets, ingtitutions and services which may improve their quality of life, while maintaining
traditional ways of living and strengthening socia ties. It is aso through cooperation and
coordination that those community members searching for new forms of employment are
most likely to succeed. The proposed study would simultaneously provide an opportunity
to improve knowledge on the ways social capital may contribute to the sustainability of
community development. Because of its scope and focus, it would be confined to local and
regional networks and organizations.

Objectives

The main goal of the proposed study is to assist the maor stakeholders of the CIL related
projects — including the PAPs and the rest of community members in the mining areas,
CBOs, NGOs, local governments and corporate representatives — in building socia capital
as a means of ensuring that the agreed upon R&R and community development programs
are socially, economically and environmentally sustainable. Given the important role that
stable sources of income have in ensuring sustainability, the socia capita intervention
would aso support the employment rehabilitation of PAPs and the search for alternative
income sources of other community members. Through increased collaboration and solid
partnerships, these type of efforts would be brought into a more cohesive community
development framework, thus giving way to thriving local markets where existing and new
economic activities can complement each other. Furthermore, the study would be designed

30



as a learning exercise that would contribute to advancing knowledge and gaining
experience on the relationship between social capital and sustainable community
development. These objectives imply the need to carry out a socia capital intervention
that can overcome existing constraints and maximize opportunities regarding the
willingness of communities and corporate and government authorities to come together
and participate in the efforts to maintain and improve the quality of life in the mining aress.

Scope

The proposed study would be implemented in a period of two years in a representative
mining area. Another site, with similar conditions but where no social capital development
strategies would take place during the intervening period, would be selected for research
design purposes. The universe from which the study’s sample would be derived is
comprised by 24 which are scattered across 11 coa fields in five states, and are managed
by several subsdiaries. After a cluster analysis, the Talcher and 1b coal fields — located in
the state of Orissa and managed by the subsidiary Mahanadi Coalfields Ltd. (MCL) — were
identified as the most suited areas for the study’ s implementation.

Context

Many different socia groups live in the mining areas. Apart from one mine, Jhingurdah in
the Singrauli region, al the tribal project affected people are farmers on fixed plots, settled
in mixed villages among caste Hindus and scheduled caste Hindus. According to
preliminary surveys, the total population of the selected mining areas is about 186,000
persons. Not al people occupying or using land required by the expansion of mine
operations are landowners. Many of them are tenant farmers, sharecroppers, squatters and
agricultural laborers, who have not traditionally been entitled to R&R assistance. In
addition to landowners, the definition of project affected people (PAPS) includes now al
those whose livelihood would be affected by land acquisition, especidly the landless. The
total of PAPs has been estimated at 16,300, of which more than 9,000 are adults over 18
and thus entitled to rehabilitation assistance. About 82% of the latter would need self
employment assistance, as employment in the mines or through contractors can only
provide a limited number of new jobs.

Reviews of environmental and socia aspects were undertaken for the 25 mines,
and Environmental Action Plans (EAPs), Rehabilitation Action Plans (RAPs), and
Indigenous People Development Plans (IPDPs) — based on CIL’s revised community
development policy —were prepared through surveys and focused group sessions in local
communities. Rehabilitation and resettlement schemes will only be necessary in 14 mines,
but communities in al the selected mines are supposed to benefit from the implementation
of the IPDPs. Preliminary surveys indicate that few PAPs would choose to acquire new
land after displacement. Given that CIL has had to reduce its offers of employment in
exchange for land, its revised policy for R&R emphasizes assistance to PAPs in
developing sustainable opportunities for self employment. Most PAPs are farmers or
agricultural laborers requiring close followup assistance and community support to move
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into new nonfarm income-generating activities successfully. Furthermore, to ensure that
the infrastructure facilities to be provided through the IPDPs will be maintained, it is
necessary to build up the commitment and the organizational capacity of the affected
communities as CIL will only assist with initial operational costs during a two-year
trangitional period. Operation and maintenance (O&M) will become each community’s
responsibility, with support from the state and local governments. As previous experience
indicates, the provision of basic infrastructure facilities to communities without their direct
involvement in the planning, implementation and operation, has resulted in the
underutilization of these facilities, the breakdown of services, and a lack of commitment
coupled with afeeling of apathy and dependency.

I mplementation Needs

Effective implementation of the pilot study demands sendtivity to: (i) existing socia
capital represented in formal and informal organizations, as well as socia networks; (ii)
the social capital needs of the most vulnerable groups such as tribal populations, women
and children; and (iii) the conditions and mechanisms required to facilitate and improve the
interactions between civil society, government institutions and corporate entities.
Respectively, it will be necessary to engage existing organizations and community groups
from the beginning of the proposed pilot implementation in order to maximize the use of
existing social capital, while fostering and supporting community organization and
integration, and facilitating stakeholders interaction. At the same time, monitoring
mechanisms will have to be established to assess the impact and effects of the pilot
implementation of the social capital development strategy.

Description of the Social Capital Component
Objectives

Social capital at the community level facilitates coordination and cooperation that benefits
all those endeavoring to work together. It is as much an input to the community
development process asit isits output. In the case of the mining areas, due to factors such
as modernization and immigration, socia capital in the target communities has decreased,
resulting in low organizational capacity and high levels of conflict and mistrust. At the
same time, loca ingtitutions such as village councils — often used as avenues to interact
with governmental and corporate authorities — have not so far been very effective in
advancing community interests. Complex social dynamics prevail in the mining areas, and
aong with some resentment toward CIL, there has developed a relationship of
dependence. People perceive the mine manager, especidly in remote areas, as a
government representative, and have come to expect from CIL provison of basic
infrastructure and services, and of a stable source of income. CIL and its subsidiaries have
made an effort to maintain a close relationship with the communities surrounding the coal
mines. However, dthough CIL established an extensive program to assist these
communities, it was not well articulated. Ideally, communities should come forward and
express their willingness to contribute to the community development projects to be
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provided through the IPDPs in kind or cash, and organize themselves to maintain them.
Moreover, PAPsin need of employment rehabilitation not only need support from CIL but
also from the communities and loca institutions where they live. Their success, on the
other hand, would bring both economic stability to their respective household and overal
prosperity to their area.

All of the above makes it necessary to address the socia capital needs of people
living in the mining areas through a specific intervention that

1. promotes cooperation and augmentation of self-reliance among target
communities by giving them the confidence and resources to take greater
control of their own livelihoods,

2. increases community support and commitment to local development activities,
including, inter alia, employment rehabilitation, aternative employment
generation, and O&M activities,

3. engenders an enabling environment — characterized by its transparency,
simplicity and consistency — to foster growth and effectiveness of CBOs,
NGOs and other local institutions; and,

4. maximizes the interaction between governmental, corporate and community
representatives, which may lead to the establishment of solid partnerships for
community development.

Conceptualization

Community Development and R&R strategies have to be developed together in order to
be successful in bringing up the living standards of mining areas. The RAPs will benefit the
PAPs while the IPDPs cover al those living in the mine's area of influence. However, the
necessary link that exists between them was left largely unaddressed. PAPs are part of the
community, and need collaboration from all their members as well as coordination among
themselves in order to succeed in their new employment rehabilitation activities.
Simultaneoudly, all key stakeholders need to come together and endeavor to create the
adequate conditions for identifying and implementing all the fundamental activities
required to make local development sustainable. The proposed social capital intervention
would have to establish adequate mechanisms to set in motion long-term processes and
enduring partnerships which can ensure that living conditions will be maintained (and
hopefully improved). Effective horizontal and vertical links must be established in order to
connect and re-connect the various interests at play in the mining areas. The issue at hand
is not to force all the specific interests of community members and their organizations into
one developmental blue-print, but rather to help identify commonalties, understand
differences, recognize responsibilities, and raise awareness of entitlements. Respectively,
any of the mechanisms envisaged for the proposed socia capital intervention must
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facilitate the achievement of a parallel convergence of the needs of al community
members.

Link with Overall Project

The social capital development component of the proposed study would help gain much
needed experience and knowledge regarding the implementing and monitoring
mechanisms to identify, carry out and assess optimum ways to promote community
integration, cooperation and commitment, and clarify entitlements and responsibilities
among key stakeholders of the rehabilitation. The success of these projects — and of their
community development and rehabilitation programs — depends heavily on the existence
of these elements.

Subcomponents

The sociad capital component of the proposed study comprises. (i) community
involvement; (ii) social organization and local capacity building; and (iii) consensus
building and conflict resolution. Each of these subcomponents are addressed in various
forms through the implementation scheme presented in the following section.

Mechanismsfor Social Capital Development
| mplementation

The implementation plan for the social capital component of the proposed study would
include the following interrelated and at times overlapping stages. (i) preparatory work;
(i) pilot application; (iii) monitoring; and (iv) evauation. This plan, however, should be
considered as a guideline, since it should be flexible enough to respond to the felt needs of
the communities themselves, and to accommodate the possible changes that may be
necessary as revealed by monitoring activities. Preparatory work would comprise three
stages: Site selection, social assessment of selected mines, and preliminary engagement of
formal and informa community organizations and groups, CIL representatives, along with
local and regional government authorities. Two mining areas, each including several
villages, are needed for the study: the implementation site, where the social capital
intervention would be carried out; and the control site, where no intervention would be
taking place at the time of the study.

For the selection of the two sites needed for the study, a cluster analysis was
undertaken. First, a set comprised of 14 mines® requiring both RAPs and IPDPs was
selected. Second, these 14 mines were screened according to the state and region where
they are located, and the subsidiary and cod field to which they belong. The factors
influencing the selection of the regional cluster were geography, regulatory environment,

8 The sub-universe would actually be 13, since one mine — Jhingurdah in Singrauli — has unique social
characteristics which makes it a very exceptional case.
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political and economic context, share of total target population (as defined by the IPDPs),
and ratio of PAPs vis-avis tota population in the area of influence of the mines.
Accordingly, two cluster of mines located in the state of Orissa, which are managed by the
Mahanadi Coadlfields Ltd. (MCL), were identified as the ones that best fulfill the
methodological requirements of the proposed study. These clusters correspond to the
Talcher and Ib coal fields, which are the areas where most of the PAPs (about 73%) live.
Each of the clusters includes three mines (each with a different number of villages) and an
estimated total population of 19,497, which trandates in a representative sample of 10%
of the project’s total target. These mines are Ananta, Bharatpur, and Jagannath (subset
no.l) and Samaleswari, Belpahar and Lakhanpur (subset no.2). Final criteria for individual
site selection would be developed as part of the preparatory phase of the study on the
basis of available baseline information and interviews with CIL and MCL representatives.
To ensure comparability, and to be able to assess the full impact of the social capital
intervention, the two mines must have smilar environmental, socia and administrative
characteristics regarding, inter alia, geographical conditions, age of the mine, history of
interface between corporate, government and local community players, levels of socidl
capital development, and social composition.

As part of the preparatory work, and drawing from existing information, socia
assessments of the two selected sites would be completed through field work. This type of
assessment is necessary to identify key actors and their interests, understand the social
organization in place, and establish a clear socioeconomic and cultura profile of the
mining areas. Complementary (i.e., exogenous) variables, such as state regulations and
policy changes, etc., externa to the intervention but that may somehow influence its
outcomes, should be identified at this stage. This involves the preparation of a research
document on the regiona and state social, political, and economic context influencing the
conditions of the selected sites. Preparatory work would then be completed by engaging
the various groups and communities of the area, as well as CIL and state and local
authorities in drafting the preliminary implementation plan of the proposed study. This
would entail meeting with CIL professionals related to the mines under study, and visiting
the villages of PAPs and resettlement areas and the settlements entitled to IPDPs, in order
to disseminate information on the pilot application, and engage its population in the socia
capital exercise as early as possible. Assistance to build up loca organizational capacity
would be provided at this stage when necessary, in order to establish a working social
network for sustainable community development. This network would help bring under a
single umbrella the various community groups to facilitate coordination and cooperation,
and increase their negotiating capacity.

The pilot application of the socia capital component would require putting in place
effective mechanisms to accomplish the project's objectives mentioned above. This stage
of the process would be open to stakeholders input, especially the one provided by
community representatives, including PAPs and the most vulnerable groups. Therefore, a
fundamental step to move from the preparatory work into the implementation stage will be
the start up workshop, which will bring together all concerned individuals representing the
various voices of the communities living in the implementation site, along with CIL and
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local and state government authorities, and NGOs and other professionals involved in the
preparation of the RAPs and IPDPs. This workshop would be designed as an intensive
exercise lasting 6 days, and having as a concrete task the production of a preliminary
Manual of Cooperation to build ongoing Partnerships to be used as a guide for the social
capital intervention strategy. While the notion of engaging workshop participants in the
preparation of specific outputs has been widely used, the production of a manua of this
type in the context of socia capital interventionsisrelatively new.

The startup workshop activities would include: (i) learning about "the other” to
increase trust and confidence, which would be accomplished through informal individual
exchanges, joint field excursions to the affected settlements, guided roundtables to identify
key issues on how to work together to improve the area's quality of life through
community development and the opening of new economic opportunities, and writing
recommendations on "best" ways to establish solid partnerships among key stakeholders
to be included in the Manual; (ii) an exercise on collaboration, to be developed by
organizing participants into mixed (and representative) groups to review and comment on
the existing RAPs and IPDPs, in order to produce a set of recommendations on their
planning, content, and implementation, which would aso be included in the Manual; and
(iii) an exercise on clarification of entitlements and responsibilities, to be carried out by all
participants in order to review suggested mechanisms for the socia capita intervention
and strategies for building solid partnerships. The implementation plan would also be
finalized during this exercise. Immediately after the workshop, a draft version of the
Manual would be put together. Severa focused group sessions would be organized,
particularly for the weakest members of the affected communities, to ensure that their
needs and interests are reflected in both the Manual and the implementation plan.

Mechanisms

Most importantly, the startup workshop and focused group sessions would help sketch
out and set in motion a Sustainable Community Development Forum, envisaged as the
central coordination / implementation (and by extension, monitoring) mechanism for the
socia capital component of the proposed study. This forum would be comprised of mixed
teams of representative NGOs, CBOs, CIL professionals, local and state authorities, and
other stakeholders, and assisted by aloca consultant (acting as a facilitator and participant
observer). It would meet at least once a month — or when an urgent matter dictates it —
and should provide an enabling environment where trust and collaboration may grow. The
conditions for creating such enabling environment would have been sketched out during
the startup workshop and focused group sessions, and incorporated into the Manual for
Cooperation. The forum would also have an itinerant character and an open agenda,
meeting a different locations across the various settlements included in the
implementation area. The meeting would be open to the public, which would be allowed
to express its concerns at a gspecific time to avoid distractions and interminable
discussions. Accordingly, the specific tasks of the Forum would be: (i) to help satisfy
community felt needs regarding local development issues in a coordinated fashion through
the working social network; (ii) to bring together, also with the support of the working
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sociad network, the efforts of any local and regional group or association aimed at
community development, such as infrastructure improvement, operation and maintenance
of service facilities (community centers, schools, wells, etc.); and (iii) help identify and
establish income generating alternatives not only for the PAPs but the community in
general. The two latter imply the additional task of (iv) contributing to the creation of an
incubator type of environment where experiments on community management of
infrastructural assets and services, and new self employment aternatives (individually or
collectively organized) can survive and prosper.

Any changes suggested or decisions taken by the Forum with respect to initia
objectives, planning activities, etc., would be disseminated through the working social
network for sustainable community development. The network is also expected to help
motivate people to commit to future O& M activities required for infrastructure facilities to
facilitate the identification and establishment of employment alternatives, and operate as a
conduit to obtain feedback on the agreements reached between the stakeholders, and on
the ongoing modifications to the Manual itself. This network, whose organization would
be promoted through the Forum, would invite the existing community groups and
associations, and those which would emerge during the social capital intervention, to
come under one roof and act as catalysts of community development efforts. At the end of
the social capital intervention, all kinds of local and regional collective efforts would be
linked through the network, in close coordination with the Forum, in order to promote the
wide range of issues demanding attention from CIL, regional and local authorities, and the
mining communities at large.

Expected Outcomes

The roots and branches of the Forum and the working socia network should deepen and
expand throughout the duration of the proposed pilot implementation study, helping to
engender a solid foundation and a fair representation of the target communities that can
provide a good departure point for social mitigation interventions. The Manual, on the
other hand, could become, once the pilot application ends, a basic document to register
and structure in the long run vertical and horizontal partnerships in the implementation
area. In generd, the pilot intervention would contribute to increase social capital levelsin
the area, by building up local organizationa capacity, bringing people to work together,
and facilitating interface between key development actors who currently face invisible
barriers erected by years of mistrust and lack of communication. Furthermore, more self-
reliant communities would be able to enter into long-lasting collaborative working
relationships that could ensure the social and economic sustainability of the efforts to
maintain and improve quality of life in the mining areas.

Concretely, the combined existence of the Forum and the network would: (i)
facilitate efforts to create cooperatives and other types of associations (for either
management of community assets or income generation); (ii) help coordinate the work of
NGOs providing business assistance and training for microenterprises and other nonfarm
economic alternatives, and those facilitating access to credit; (iii) ensure that the
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employment needs of the most vulnerable groups are paid sufficient attention; (iv) help
minimize redundancy of new employment aternatives by putting existing and emerging
income-generating activities within a comprehensive framework; and (v) ensure that
environmental and sustainability issues are incorporated into community development
alternatives.

Monitoring M ethodol ogy
Methodol ogy

Considering that social capital can be an input and an output to community development,
monitoring and evaluation need to be centra to implementation activities.
Correspondingly, the main methodological objectives of the proposed study would involve
(1) measuring the process through which social capital is developed, and (ii) evaluating the
impact of the strategies deployed through a pilot social capital intervention. The
monitoring plan presented below has been established to accomplish the first objective.
Two caveats, however, must be acknowledged: first, since this plan is parale to the
implementation plan, adjustments might be necessary as the latter changes to suit
community needs better. Second, since the process assessment itself is intended as a
learning exercise for al stakeholders, a significant portion of it must alow for self-
monitoring on the part of those involved in the process. It must also be noted that
monitoring activities would be undertaken on both the implementation and the control
Sites.

In addition to the startup workshop previously described, two workshops for
monitoring and evaluation, lasting two days each, are planned: (i) the midterm workshop,
to be held after the first year of the pilot implementation, which would not only serve as a
mechanism for process review, but also for assessment of activities; and (ii) the evaluation
workshop, to be held at the end of the second year of pilot implementation, which would
help identify lessons learned while providing stakeholders with the opportunity to assess
their own role in the process, the social capital intervention itself, and to define future
steps for maintaining the partnerships established through the intervention. These
workshops, coordinated by the Forum, would bring together participants of the first
workshop, aong with those involved throughout the pilot implementation, including the
members of the Forum themselves, and a representative sample of members of the
working social network.

The Monitoring Plan

The monitoring plan in the implementation site encompasses activities which would allow
to measure the following indicators: (i) levels of participation and interaction throughout
the implementation phase; (ii) stakeholders evolving priorities, and perception and
acceptance of entitlements and responsibilities;, and (iii) levels of trust and degree of
empathy, which are key factors that may contribute to or hinder the interface between the
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different stakeholders. Accordingly, the activities and outcomes of the monitoring plan
would be:

1. Measurement of existing levels of social capital. To establish the impact of the
socia capital intervention, these levels must be measured as accurately as
possible. Preliminary work would provide basic information, which would be
corroborated during the startup workshop, the focused group sessions,
interviews with community members, and a survey of a representative sample
of households. Additionally, the stakeholder analysis (see item (b) below)
would provide other indicators and the necessary information to complete this
activity.

2. Sakeholder analysis. Preliminary work and social assessments of the sites
would provide the basis for this type of anaysis, which is essentia to
understand existing levels of social capital and factors hindering its growth,
such as conflict, mistrust and community fragmentation, as well as to grasp the
general socia dynamics of the area. Preparation of the stakeholder analysis
would involve: (i) the registering and development of profiles of existing and
new NGOs, CBOs, and other formal and informal groups, as well as relevant
government line departments, technical agencies, local government authorities
(e.g., Panchayati Raj, etc.), and CIL representatives; (ii) following up those
who become involved in the implementation of the socia capital intervention
by category (e.g., women’'s group, tribal, for income generation; for access to
credit, etc.); and (iii) the assessment of the degree of representativeness of
those participating groups and institutions that presumably have a grass root
base. The stakeholder analysis would be completed by bringing together
existing baseline information and qualitative data gathered through field work
and interviews. The Forum and the social network would aso provide support
for this task.

3. Measurement of existing levels of trust and degrees of empathy. The three
scheduled workshops would also alow to measure levels of trust and degree of
empathy through a questionnaire, which would be administered to those who
take part in al of them. Although these instruments would attempt to measure
the same variables, they would be designed differently as to avoid the
respondent biases that usually arise when the questions become familiar to the
interviewees. These questionnaires would be given at the beginning of each
workshop, and the information provided would subsequently be compiled and
statistically analyzed.

4. Measurement of levels of participation. This activity would be executed on
three related fronts: (i) a periodic content analysis of the minutes from the
Forum’s meetings, which would allow to assess levels of participation among
its members regarding the setting-up of priorities vis-&vis the social capita
intervention in particular, and community development in generd; (ii) a survey
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of the agendas (which by design would be open) for these meetings, which
would give a qualitative measurement of which issues are given more relevance
and by whom; and (iii) analysis of a log of activities to be provided by a
representative sample of NGOs, CBOs, and other informal community groups.

5. Report on monitoring procedures and outcomes. All the outcomes from the
above activities would be put together in a report where a final assessment of
the adequacy of development process of social capital would be prepared.
Simultaneoudly, an evauation of the effectiveness of the monitoring
procedures themselves would also be included in the report. T his document
would be finalized before the evaluation workshop, as it would be used as an
instrument to guide discussions among participants.

Evaluation of the Impact of the Social Capital Intervention

Drawing from the monitoring report, the evaluation phase would involve an assessment of
the effectiveness of the socia capital component, and the extent to which its objectives
were achieved. The stakeholders would be incorporated into this stage, which to a great
extent constitutes an opportunity to engage them in further dialogue. At the same time, the
impact assessment would have to be completed in relation to the selected control site.
These various e ements provide the impact evauation with a three-layered developmental
structure: (i) an internal evaluation of the intervention by its protagonists; (ii) an external
evauation; and (iii) a comparative evaluation vis-avis the control site. This, of course,
cannot be considered as a final evaluation, since socia capital development is aways an
ongoing process.

The internal evaluation. The internal evaluation would be executed during the final
workshop, to be scheduled toward the end of the second year of pilot implementation. The
second day of this workshop would be dedicated to evaluate the social capital intervention
from a stakeholders perspective. A questionnaire would be administered, and through
group discussions and a plenary session the effectiveness of the intervention would be
judged by workshop participants. Moreover, workshop participants would be asked to
suggest indicators for further evaluation of the social capital component, which would be
used, when feasible, during the external evaluation.

The external evaluation. The external evaluation would encompass field work, and the use
of the monitoring report. Considering the objectives of the social capital, the basic criteria
for impact evaluation would include: (i) extent of the engagement of representative
sections of the target communities, especially the most vulnerable groups; (ii) increases in
socid capital; (iii) strength of the established partnerships, and (iv) relative success of
development efforts promoted through the socia capital intervention. These criteria
implies the following indicators:

1. Establishment of the difference (positive or negative) between the initial levels
of social capital and the existing levels at the moment of evaluation. These
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levels would be measured through an specific quantitative indicator such as the
total number of new associations and local groups that have appeared in the
implementation area, aong with a qualitative analysis of their stated objectives
and reason for their formation in order to ensure that they are, for the most
part, an outcome of the social capital intervention. However, mere numerical
increases would not provide a measure of the quality of the socia capital
created. For this, specific attributes of the new formal and informal groups and
associations surveyed would need to be recorded and analyzed. The indicators
to be used in this case would include: (i) the extent and composition of
membership; (ii) the degree of heterogeneity (i.e. gender, ethnic and income
variations); and (iii) range of services provided and activities undertaken.
Additionally, (iv) the efficiency of these new associations and groups in
managing available resources, and (v) the effectiveness in accomplishing their
stated objectives would be assessed through interviews of a sample of their
members.

2. Establishment of the degree of enhancement of stakeholders interface. This
would be accomplished by: interviewing members of the Forum during the
evaluation workshop; observations in this respect registered by the facilitator
of the forum’'s meetings;, and an analysis of the difference between the initial
and final levels of trust and empathy gathered during the monitoring phase.
Simultaneoudly, this activity would alow to measure the effectiveness of the
forum in solving interna conflicts and dealing with community members.

3. Levels of community development awareness and commitment to its
sustainability. This indicator would be measured by administering a survey
among a representative sample of members of the working social network.

4. Levels of success of community development efforts. These levels would be
measured through the identification of: (i) the number of facilities and/or socia
services under community management or control; (ii) the number of facilities
and/or socia services under the management of community and regional and
local government partnerships; (iii) total number of people involved in the
above activities; (iv) amount of funds channeled through local and regional
groups engaged in cooperatives for income generation, to facilitate access to
credit, or to manage and maintain community physical assets; and (v) a survey
of a representative sample of PAPs who may have started their employment
rehabilitation efforts, to register and analyze their new sources of income, the
stability and regularity of that income, knowledge of local and regional
marketing opportunities, and income levels.

To develop the comparative evaluation, a control site would be selected for
monitoring during the study’s time frame. The main objective of this monitoring exercise
is to develop baseline and comparative information to assess the full impact of the social
intervention, while controlling for variables (of an economic, political, organizationa or
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socia nature) that may have affected its outcome. It is expected that the levels of social
capital would increase in the implementation site, while in the control site it would stay at
the initial levels or decrease as mistrust and conflict grow. Accordingly, the monitoring
plan for the control site would include: a stakeholder analysis, and three measurements —
via household surveys, and interviews with NGO representatives, regiona and loca
authorities, and CIL and MCL staff — of (i) the levels of social capitd; (ii) levels of trust
and empathy and the perception of responshbilities and entitlements, and (iii) the
stakeholders willingness to interact with each other. To ensure that the information
gathered is compatible with the one collected for the implementation site, monitoring
activities at the control site would be carried out using similar research instruments (i.e.,
compatible questionnaire design and content, smilar set of basic questions for the
interviews, etc.). The surveys needed to gather the required information would be
administered to a representative sample of the population living in the villages included in
the established area of influence of the mine.

Social intervention evaluation and research document. A socid intervention evaluation
and research document would be produced, incorporating the results and cross referencing
cross tabulating information from the three evaluation mechanisms described above as
necessary. This document would be presented to the members of the Forum, and then
disseminated through the working social network in a more accessible language in order to
obtain community feedback.
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Overall Project Description

The stock of social capital is often depleted in the aftermath of violent conflict resulting
from interna civil strife. While the underlying causes of conflict are varied, ranging from
such structural factors as population density and the competition for scarce resources, to
the level and distribution of wealth and opportunity, and the structure and ethnic makeup
of societies, its universal outcome is the weakening of the social fabric. This weakening of
socia capital manifests itsdlf in diminished levels of trugt, the thinning of the density of
civic associations and networks, and the undermining of traditional processes of exchange,
cooperation, and participation. The depletion of social capita resulting from prolonged
civil dtrife in turn impacts negatively on the human condition, both materialy
(economicaly) and spiritually (socid-psychologicaly). A clear example of such
relationships between depleted socia capital and diminished quality of life can be found in
Rwanda and Cambodia.

Of the many war-torn countries which could have been chosen for this study, Rwanda and
Cambodia represent the worst cases of direct assaults on humanity through genocide, leaving a
legacy of death and socia upheaval. In Rwanda, communities were torn apart as people of
different tribal affiliations who once made a community became bitter enemies. In Cambodia,
political ideology led to an assault on the very traditions and institutions of the culture and society.
In both countries, acts of mass genocide are documented along with the destruction of institutions,
customs, and trust. Today, in both societies, social capital is gradually being restored under
improving conditions of reduced violence and oppression.

In war-torn societies, efforts to foster communa relations, including trade,
information exchanges, and dialogue can play an important role in defusing communal
tensions, breaking down long-standing social barriers, and fostering tolerance and
understanding. The building of socia networks of trust not only contributes to social and
economic reconstruction, but can also help prevent recurring outbreaks of violent conflict
in the future. The general aim of this study is to better understand and measure: (a) the
prior existence and depletion of the stock of social capital; and (b) the process of
restoration and accumulation of social capital in these war-torn societies.
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Main Objectives

(1) examine the processes of depletion and restoration (accumulation, stock and
flow) of socia capital during war and its aftermath;

(2) develop indicators and measures of socia capital in war-torn societies; and,

(3) identify ways in which donors can, in the first instance, prevent violent conflict
through accumulated social capital, and in the second instance where violent
conflict has erupted, facilitate the restoration of social capital.

Description of Social Capital Component
Key Activities

(1) Review of the literature on socia capital (historically and present) in Rwanda
and Cambodig;

(2) Develop and apply a methodology to measure social capital (accumulation and
depletion, stock and flow) and its impact on socia and economic devel opment
in select communities; and

(3) Identify viable ways to build socia capital and support conditions of peace as a
basis for sustainable development.

The research would develop indicators which could be utilized to assess the social capital
content and impact within ongoing and future project interventions. Once the initial
research is completed, the results s