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INTRODUCTION: DEVELOPMENT STRATEGIES
ACROSS THE PUBLIC-PRIVATE DIVIDE

Peter Evans

Summary. — Recent movement toward more comprehensive insti-
tutional perspectives on development has been stimulated by two
distinct challenges to narrow development theories. Theorists of
“social capital” have highlighted the degree to which norms of
trust and the interpersonal networks on which they are based con-
stitute economic assets. Revionist theories of the “East Asian Mir-
acle” have emphasized the central role of public institutions in
capitalist development. This introduction and the articles that fol-
low attempt to bring these two disparate traditions together by
examining the potentially positive role of relations which join state
and civil society in shared development projects.

Contemporary development strategies focus attention on macro-
economic results without contributing very much to the under-
standing of the microinstitutional foundations on which they depend.
Too often development theory has operated, de facto, on the premise
that the only institutions that mattered were those directly facilitating
market transactions. Narrowly focused theories fail to incorporate the
importance of informal norms and networks that make people collec-
tively productive. They also distract attention from “soft technologies”
of institutional change, which can produce results well out of propor-
tion to the resources required to implement them. Without denying
the necessity of exploiting the incentive structures and flexibility that
markets provide, it is clearly time for a broader definition of the
institutional bases of improved human welfare and enhanced produc-
tivity in poor countries.

The beginnings of a broader institutional conceptualization of
development are already well underway. New theories of social capi-
tal and revisionist perspectives on the role of the state constitute two
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distinct challenges to the “market as magic bullet” view of develop-
ment that was hegemonic for most of the 1970s and 1980s. Stimulated
by disparate sets of empirical evidence and divergent conceptual
visions, these two challenges still have the common consequence of
expanding prior definitions of what institutions are relevant to de-
velopment.

Renewed interest in the norms of trust and reciprocity and the
networks of repeated interaction that sustain them forces thinking
about development outside old molds. Such norms and networks
operate interpersonally and within communities and obey a logic
quite different from that of “arm’s length” exchange. By labeling
such norms and networks “social capital,” contemporary theorists
such as Robert Putnam (1993a, 1993b) project primary ties as poten-
tially valuable economic assets.

Interest in social capital was provoked primarily by analysis of
advanced industrial countries rather than poor developing ones. The
acute consciousness of the globally affluent that not only were in-
comes stagnating, but their lives were somehow “poorer” in ways
that could not be solved through increased consumption, begged for
aresponse. Social capital was a good candidate for the lacking input.
Once the issue had been raised, it was hard to contest its relevance
to poor countries.

Informal ties do not necessarily promote improvement in ma-
terial well-being any more than wealth or technology is necessarily
used to promote human betterment, but if people cannot trust each
other or work together, then improving the material conditions of
life is an uphill battle. When sustainable improvements in the wel-
fare of ordinary Third World citizens are the aim, social capital is a
crucial ingredient. Without social capital, physical and human capi-
tal are easily squandered. Other features of social capital are even
more intriguing from the point of view of countries where other sorts
of capital are scarce: social capital does not necessarily require ex-
penditures of scarce material resources in its creation, and its stock
accumulates with use instead of depreciating.

The other push for a broader institutional theory of develop-
ment came from a very different direction. By the beginning of the
1980s it was clear that East Asia represented the only twentieth-cen-
tury example of capitalist industrialization sufficiently successful to
rearrange the global hierarchy of nations. Over the course of a gen-
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eration, Japan became the chief economic rival to the United States.
In a similar time span, Korea and Taiwan had moved from African
levels of per capita income to outdoing most of Europe in many
high-tech sectors. Conventional economists made every possible ef-
fort to contain this history within the “market as magic bullet” model
of development but did not succeed. Revisionists such as Johnson
(1982), Amsden (1989), and Wade (1990) were eventually joined by
the World Bank (1993) in admitting that state bureaucracies had
played a central role in the “East Asian Miracle.”

The reintroduction of the state as a central actor in capitalist
development and the new willingness to treat community norms
and interpersonal networks as “social capital” both forced a broad-
ening of the developmental framework, but the two movements
were, to say the least, not very well integrated. Theorists of the state
as a developmental agent had little to say about social capital. Theo-
rists of social capital often portrayed the state as one of the culprits
in the demise of community. For many theorists of social capital, the
expansion of the formal bureaucratic organization of the state
“crowds out” informal networks without providing the same range
of value and functions, leaving communities worse off. Coleman, for
example, suggests (e.g., 1990: 321) this kind of “zero-sum” relation
between state-sponsored activities and social capital, in which gov-
ernment involvement leads to atrophy of informal networks, dimin-
ishing social capital.

Others, however, take the opposite position. Putnam (e.g.,
1993b: 42) argues for synergy. The idea of “synergy” implies that
civic engagement strengthens state institutions, and effective state
institutions create an environment in which civic engagement is
more likely to thrive. The actions of public agencies facilitate forging
norms of trust and networks of civic engagement among ordinary
citizens and using these norms and networks for developmental
ends. Engaged citizens are a source of discipline and information for
public agencies, as well as on-the-ground assistance in the imple-
mentation of public projects. Like Putnam, Nugent (1993: 629) comes
down on the side of the “synergy hypothesis,” arguing that

there is evidence that the existence of the state and the rules it
establishes and enforces can strengthen and increase the effi-
ciency of LOIs [local organizations and institutions] and that, at
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least in coalition with other urban-based groups, LOIs can give
rise to collective action increasing the power of the state.!

The synergy hypothesis offers the tantalizing prospect of a uni-
fying theme for currently divided efforts to build a broad institutional
approach to development. Even unified, the two themes will not, of
course, supplant conventional concerns with markets and incentives.
Since both bureaucratic public institutions and informal community
ties must operate in a global political economy dominated by market
relations, work on synergy cannot afford to become the mirror image
of “market as magic bullet” theories. Those who would deal with
states and communities must, of necessity, also deal with markets.

The five papers that follow this introduction explore the rela-
tion between government and civil society in a variety of different
developmental contexts. They allow us to assess the extent to which
state involvement facilitates developmentally effective collective ac-
tion by common citizens in a diverse collection of settings around
the globe (both in the Third World and in what used to be called the
Second World). They chronicle the impact of state-society synergy,
or its absence, on several different kinds of outcomes. Some, such as
Lam, focus on the institutional arrangements designed to produce a
quite tangible and specific set of economic consequences. Others,
such as Fox, are primarily interested in political development. Still
others, such as Heller, examine a combination of economic and po-
litical outcomes.

None of this work denies that there are numerous instances in
which relations between state and society are characterized by zero-
sum conflicts rather than synergy. State intervention sometimes de-
stroys developmentally promising social networks and undermines
developmentally useful social norms. The papers in this work con-
test the idea that some inescapable structural logic makes zero-sum
relations between the state and civil society necessary or normal.
These authors certainly do not take synergy for granted, but they do
explore the conditions under which it can become a reality.

The set of five articles begins with Wai Fung Lam’s report on a
well-known case—the unusually effective organization of irrigation
on the island of Taiwan. Lam argues that developmental success
depends on the interaction of highly bureaucratized government
agencies and self-organized local communities. His analysis consti-
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tutes the most straightforward vindication of the proposition that
state-society synergy lies at the heart of developmental success. Af-
ter areading of Lam’ s detailed depiction of the intricate institutional
foundations of Taiwan’s irrigation system, it is clear that without
their symbiotic relation to the highly bureaucratically organized “ir-
rigation associations” local communities would not be able to organ-
ize the delivery of water with the same effectiveness, even at the local
level. It is equally clear, however, that government irrigation bu-
reaucracies could not be effective in delivering water without the
participation of local communities.

In the second article, Patrick Heller offers an equally compel-
ling validation of the effectiveness of mutually reinforcing state-so-
ciety ties using a more unconventional case. Kerala is well known
among aficionados of welfare-oriented development strategies, but
existing accounts of the Kerala case tend to focus on its redistribu-
tional successes in agriculture. Heller focuses instead on the indus-
trial sector. His article explores the positive cycle of interaction
between a highly mobilized industrial workforce and a deeply en-
gaged government. Government action not only supports mobiliza-
tion but offers institutional resources that hold the promise of
making militancy compatible with capital accumulation.

Elinor Ostrom reminds us in the third article that however de-
velopmentally effective state-society synergy may be, it can by no
means be taken for granted. She starts from the position that effective
delivery of services ostensibly produced by government—such as
primary education and city sewer systems—depends in fact on the
joint activity of citizens and government, which she calls “coproduc-
tion.” If we look more closely at cases where public services are most
effectively delivered, Ostrom argues, what we are likely to find is
that they are “coproduced” with government and citizens acting
jointly as producers. In her paper she illustrates this idea by taking
two contrasting cases. In Recife, Brazil, coproduction has enabled
poor neighborhoods to get the sewer systems they need. In Nigeria,
a centralized bureaucracy’s failure to realize the obvious opportuni-
ties for coproduction hamstrings primary school education.

Jonathan Fox expands the scope of the discussion in the fourth
article by looking at a case in which there is overt, often violent
conflict between government and citizenry. Fox is less concerned
with the coproduction of particular services than with the coproduc-
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tion of social capital itself in the form of autonomous peasant organi-
zations. By focusing on the rise of autonomous peasant organiza-
tions in authoritarian rural Mexico, he has chosen a case in which a
zero-sum model between state power and civic organization seems
more appropriate than a synergy perspective. Nonetheless, even in
this case, he still finds that “reformists” working within the state
apparatus are one important source of support for the construction
of social capital among poor peasants.

Finally, Michael Burawoy offers a vision of what happens when
institutional foundations for state-society synergy are lacking. In his
principal case, Russia, reformers explicitly set about dismantling the
state apparatus. They assumed that nothing could be worse than the
stagnant, corrupt set of ties that connected the old Soviet party-state
to the society it ruled. They hoped that if state power could be de-
stroyed, market relations would replace perverse state-society ties,
generating productivity and prosperity. Burawoy’s analysis of “eco-
nomic involution” in the coal and timber industries of Northern
Russia shows how trying to construct markets without simultane-
ously reconstructing public institutions produced results that were
as perverse, at least in economic terms, as those produced by the old
system. To reinforce his point he uses the case of China, where syn-
ergistic relations between the state apparatus and village and county
enterprises have provided the basis for a very dynamic transition to
a market-oriented economy:.

By setting out examples of state-society synergy and illustrat-
ing how such synergy can contribute to developmental goals, these
five papers help make the empirical reality behind the concept come
alive. The articles also use a diversity of analytical approaches to
explore state-society relations. The array of empirical settings and
the diversity of approaches make the argument for synergy all the
more convincing, but they do not generate an obvious set of shared
propositions about the nature and dynamics of synergy. Beyond the
idea that synergy is a valuable developmental tool, what kind of
generalizations can be extracted from such a diverse set of studies?

In my concluding essay I highlight some of the insights that
emerge from reading the five articles together.? I focus on two gen-
eral questions. First, “How are synergistic relations structured?” Are
there some structural properties of positive state-society relations
that run across the various cases? Second, “How does the surround-
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ing sociopolitical context constrain or facilitate the emergence of
synergy? Do contexts which generate positive examples of state-so-
ciety relations share identifiable properties?

In the search for a general response to the question of what
forms of state-society relations lend themselves to synergy, two con-
trasting conceptualizations help frame the debate. The first builds
on the conventional view of a healthy relationship between the pub-
lic and private spheres. In this view, synergy depends on comple-
mentarity. Possibilities for civic action are enhanced by the provision
of public goods, but easily threatened if public agencies become
more intimately involved in community affairs. A more radical view
of synergy focuses on “embeddedness.” It questions the assumption
of distinct public and private spheres and sees trust and productive
informal networks not only as a property of civil society but as span-
ning the public-private divide.?

Wai Fung Lam’s earlier (1994) work on irrigation in Nepal offers
a good example of a complementarity argument which is very much
in line with conventional emphasis on the state provision of lumpy
collective goods. Lam’s analysis contrasts the value of the state’s role
in providing complementary goods (dams, main canals, etc.) with
the negative consequences of state involvement in irrigation opera-
tions at the local level. Systems which the farmers manage for them-
selves are more effective than ones in which the state becomes di-
rectly involved in the day-to-day delivery of water to the fields. The
combination of complementarity and a “hands off’ relation between
the state and self-organized communities implies a very different
vision of synergy than the one suggested by an “embeddedness"
vision.

Ostrom’s vision of “coproduction” can be interpreted as an ex-
ample of the more radical “embeddedness” approach. Coproduction
implies that public and private actors are enmeshed together in the
process of production. Judith Tendler’s recent (1995) work on
“blurred public and private boundaries” makes a similar argument,
emphasizing the potential benefits of networks that span the divide
between state and civil society. In both cases, synergy is produced
by the intimate entanglement of public agents and engaged citizens.
This view of synergy flies in the face of both a market-based logic of
development and traditional theories of public administration. Neo-
liberal and statist views of the world can be reconciled to synergy as
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complementarity, perhaps even to the possibility of occasional posi-
tive influences flowing across the public-private divide, but the idea
of ongoing public-private intimacy offends everyone’s sense of pro-
priety. Public administration purists see it as threatening the insula-
tion necessary for clearheaded decisions that are in the public
interest. Market advocates see it as hopelessly muddying the logic
of individual incentives and rational resource allocation.

In my conclusion, I try to reconcile these two contrasting vi-
sions of how effective state-society relations might be structured.
Reviewing the material from all five articles, I argue that comple-
mentarity creates objective grounds on which cooperation between
government and citizens can be built but that embeddedness gener-
ates the normative and interactional basis for realizing the potential
joint gains.

Providing a better understanding of the forms of synergy is
only one of the contributions of the five articles. The concluding
essay also tries to summarize the collective insights they offer into
the circumstances that facilitate the emergence of synergy. In explor-
ing this theme, I focus on what the individual articles have to say on
the issue of “endowments” versus “constructability.”

An “endowments” view would emphasize the extent to which
positive state-society relations depend on preexisting features of the
society and polity that are relatively difficult to change in the short
run. The most obvious example of a potentially important endow-
ment would be the prior stock of social capital. If it takes a long time
(decades or centuries) to accumulate the necessary stock, then only
those communities that are already well endowed are likely to be
able to enjoy the benefits of synergy. Other features of society that
tend to change very slowly—levels of inequality, for exam-
ple—might also be relevant “endowments.” Even the form of politi-
cal regime or the character of bureaucratic institutions might have
to be treated as endowments which constrain the possibility of initi-
ating synergistic state-society projects.

A “constructability” perspective focuses on the possibility of
building synergistic relations in the relatively short run. It assumes
that prior distributions of sociopolitical endowments are not the pri-
mary constraint. Instead, the imaginative application of “soft tech-
nologies” of institution-building and organizational change can
produce synergistic relations even under unlikely circumstances.



Introduction 9

My concluding essay culls the five articles looking for evidence
as to what kind of endowments seem to facilitate the emergence of
synergy and how much their scarce supply limits the possibility of
constructing productive state-society ties. The essay tries to offer a
realistic assessment of the ways in which the sociopolitical contexts
that prevail in most Third World countries make it hard to develop
positive ties between state and society without ignoring the potential
for constructive change even under adverse circumstances.

If the five articles in combination serve to support a set of gen-
eral conclusions, the value of each individual article is all the more
enhanced, but it would still be a serious mistake to short-circuit the
analysis by focusing too much on crosscutting generalizations. Each
of the five articles offers not only a rewarding set of empirical evi-
dence to be digested, but its own original analytical frame to be
considered. Lam and Ostrom use the idea of “team production” to
explore problems of state-society relations. Heller focuses on mobi-
lization and class relations. Fox develops the idea of the “political
construction” of social capital. Burawoy explores the way in which
the transition to market relations can produce “economic involu-
tion” instead of increasing productivity and output. Careful consid-
eration of the distinctive theoretical contribution of each article in its
own right is a prerequisite to evaluating their collective contribution
to our understanding of synergy.

NOTES

1. Nugent actually postulates a three-way synergy: “Because of the potential
complementarity between the state and both markets and LOlIs, all can be
strengthened by developing appropriate linkages among them” (1993: 630).
Three-way synergy is certainly as plausible as bilateral synergy between the
state and social capital, but it raises an additional set of complex questions.
Looking at the relation between the state and social capital is a sufficiently
daunting task.

2. I also draw on related work discussed at the conference where the original
versions of the five articles were presented, but pulling together ideas from the
five articles is the primary aim of the essay.

3. The language echoes Granovetter’s classic work on the embeddedness of
market relations as well as my own (Evans 1995) characterization of the insti-
tutional configurations that lie behind the “East Asian Miracle.”
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INSTITUTIONAL DESIGN OF PUBLIC AGENCIES AND
COPRODUCTION: A STUDY OF IRRIGATION
ASSOCIATIONS IN TAIWAN

Wai Fung Lam

Summary. — The provision and production of many public goods
and services involve the joint effort of government officials and
citizen-users. This paper examines the successful experience of ir-
rigation governance and management in Taiwan as a means of
understanding how joint efforts can be established and sustained
through institutional arrangements. Several principles for institu-
tional design, including a careful definition of the scope of farmers’
participation, complementarity of interests between individuals,
reduction of asymmetries involved in the use of authority, and the
existence of domains of autonomy are identified as instrumental to
the success in Taiwan.

1. INTRODUCTION

Taiwan’s irrigation systems are reportedly among the most ef-
fective in the world. In a study comparing the water delivery effi-
ciency in different rice-growing systems in Asia, Levine (1977)
estimated that the basic water requirement per crop in Taiwan was
1,000 mm., as compared to 2,500 mm. in the Philippines and 1,400
mm. in Malaysia. In the Tou Liu system in Taiwan (currently part of
the Yunlin Irrigation Association), the requirement was even as low
as 650 mm. The effectiveness, however, is not confined to the high
levels of efficiency in water delivery. Water delivery and distribution
in Taiwan’s irrigation systems are generally organized in an orderly
manner, and the physical structures are kept in relatively good con-
dition (Moore 1983, 1989).1

11
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One might be tempted to attribute this effectiveness to the
heavy investment made by the Taiwanese government in irrigation
development and to the sophisticated engineering infrastructure
thatis commonplace in Taiwan. A high level of infrastructural invest-
ment, however, does not tell the whole story. Even the most sophis-
ticated structures must be operated by individuals. How these
individuals work with one another significantly affects irrigation
performance (Coward and Levine 1987; E. Ostrom 1992; Ambler
1993; Lam 1994; Lam, Lee, and E. Ostrom 1996).

Productive patterns of relationships, however, do not just exist;
they are constituted and sustained by a large array of rules relating
individuals to each other. Some of these rules are considered formal
in the sense that they are created and enforced by governmental
authority; others are considered informal in that they are sustained
by “private” actions of individuals. Some of these rules are crafted
by conscious efforts; others evolve slowly through human interac-
tion. How these rules work together to allow individuals to realize
their productive potential is a question of importance in resource
management in particular, and public administration in general.
This paper addresses this question by studying the successful expe-
rience of irrigation management in Taiwan.

Taiwan’s successful experience in irrigation management is of
major policy relevance, not simply because it is in sharp contrast to
the experience of irrigation development in much of the developing
world, where many high-cost and sophisticated irrigation systems
have been nonsustainable due to inadequate operation and mainte-
nance (Ascher and Healy 1990; Chambers 1988; E. Ostrom, Schroeder,
and Wynne 1993). The persistent underperformance of irrigation
agencies in much of the developing world in the last several decades
has raised serious doubts about the usefulness and feasibility of
relying on government officials to manage irrigation and other public
services. The viability of government agencies serving as the agent
for development has come under serious challenge. Taiwan’s expe-
rience, however, represents a rare case where irrigation agencies
work.

Numerous calls for reforming the governance structure for de-
velopment have been made (Israel 1992; Kessides 1993; World Bank
1994). Research findings suggest that self-governance can work and,
in many instances, outperform government agencies in the manage-
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ment of an infrastructure and resources such as irrigation systems
(E. Ostrom, Schroeder, and Wynne 1993; E. Ostrom 1990, 1992; Tang
1992; Lam 1994). Unfortunately, that self-governance can work (in
some instances) has been used by some policymakers and re-
searchers in developing countries as the justification for a policy
recommendation that aims at downsizing, if not getting rid of, the
government. Parallel to such a bias in the policy circle is the preva-
lence in current development literature of studies that focus solely
on why government agencies do not work; the question of what can
be done to make agencies work better has largely receded to the
background (Tendler and Freedheim 1994; Uphoff, ed. 1994). Yet as
many scholars have cautioned, local organization alone is no pana-
cea. The administration of public affairs often involves complex
tasks that citizens alone might not have adequate capability and
resources to handle. Moreover, the survival and operation of self-
governing local organizations are usually nested within, and condi-
tioned by, a broader institutional setting (E. Ostrom 1992; Tang 1992;
Lam 1994). A high degree of complementarity between officials and
farmers is necessary for the effective provision and production of
many public goods and services. Thus, instead of trying to get rid of
government agencies, it would be more useful to study how govern-
ment agencies can be designed to perform effectively, and comple-
ment citizens’ efforts in broader institutional settings, in conducting
public affairs. This study addresses these issues from a microper-
spective, examining the mechanisms by which a large array of insti-
tutions enables irrigation officials and farmers in Taiwan to conduct
irrigation operation and maintenance in an effective manner.

2. THE SETTING

(@) PHYSICAL ENVIRONMENT

Although rainfall in Taiwan is abundant, its distribution is un-
even in both space and time. While the annual average rainfall in the
northeastern part of the country is about 6,500 mm., it is only 1,000
mm. on the west coast, where most of the cultivated land is located.
Moreover, more than 80 percent of the total rainfall falls between



14  Wai Fung Lam

June and October. In other months of the year, the monthly average
rainfall is rarely more than 100 mm. During the winter season, areas
on the west coast commonly have no rainfall. Thus, effective irriga-
tion management is a major factor affecting the extent of agricultural
potential that can be realized.? The physical environment in Taiwan
is hostile to irrigation. Rivers are short and with high gradients. This,
together with the high concentration of rainfall in the rainy season,
results in a high level of run-off flowing into the sea (C. H. Kuo 1986).

(b) SOCIOECONOMIC CONTEXT

Perhaps the most important event that fundamentally shaped
the social landscape of Taiwan’s rural areas was the Land Reforms
conducted in the early 1950s.2 As a result of the reforms, large land-
lords in Taiwan virtually disappeared. Since then, the country’s ag-
ricultural sector has mainly comprised small, family-owned farms.
In 1952, the average farm size in Taiwan was 1.29 hectares. It
dropped to 1.12 hectares in 1984, and to 1.1. hectares in 1992 (COA
1993). Given the small size of farm households, effective irrigation
management involves the collective action of a large number of irri-
gators, which, in turn, requires a high degree of coordination and
organization. A more intensive mode of irrigation management was
deemed necessary. In addition, without large landlords, who usually
assume the traditional leadership role in the rural areas, farmers
tend to organize themselves around scattered small groups. Such
small group centricity, to a certain extent, explains why farmers in
Taiwan do not stand out as having unusual levels of trust and soli-
darity. Earlier research indicates that farmers in Taiwan did not hesi-
tate to engage in water theft when water was scarce (VanderMeer
1971).

(c) INSTITUTIONAL OVERVIEW

The primary irrigation institutional arrangements in the coun-
try are the seventeen Irrigation Associations (IAs), which have the
responsibility of operating and maintaining irrigation systems lo-
cated within one or more hydraulic regions.* These IAs are parastatal
agencies that are legally owned and formed by farmers and super-
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vised by governments at higher levels. Their legal status as juristic
entities entitles them to a high degree of de jure autonomy and also
certain public authorities to levy water fees.

The activities of the IAs are primarily confined to main-system
management. The IA staff at headquarters diverts water to a system
and allocates water to different regions. Within a region, a manage-
ment station coordinates water allocation to different areas. A work-
ing station is in place in each area to deliver water to various
irrigation districts.> Within an irrigation district, the tasks of opera-
tion and maintenance are presumably coordinated by a network of
irrigation groups (IGs). The structure and operation of IGs vary,
depending on specific local environment. Usually, an irrigation dis-
trict is further divided into several irrigation blocks; in each of these
blocks, farmers are presumably organized into irrigation teams (ITs)
to carry out the tasks of operation and maintenance. While IGs and
ITs are said to be farmers’ self-organizing units, they appear in or-
ganizational charts as subsidiaries to the IAs.

Government agencies at various jurisdictional levels are also
involved in the governance and management of irrigation. At the
local level, the interaction between the IAs and local organizations,
such as the county governments, conditions the ways that irrigation
systems are governed and managed.® At the provincial level, the
Provincial Water Conservancy Bureau is in place to formulate and
implement water resource policies. The bureau is also responsible
for supervising the IAs. Every year, each IA is required to submit a
report with details on every aspect of its operation during the last
year to the bureau for review; in addition, every year the bureau
sends a working team to the IAs to evaluate their operation and
performance and to audit their budgets. At the national level, the
Council of Agriculture is the lead agency that formulates policies
concerning irrigation in general and the operation of the IAs in par-
ticular.

3. TEAM PRODUCTION, COPRODUCTION, AND GOVERNANCE

An irrigation system is a common-pool resource (CPR), where
the cost of excluding potential beneficiaries is nontrivial and benefits
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are subtractable (Gardner, E. Ostrom, and Walker 1990). If any farmer
can take water from a system whether or not he or she has contrib-
uted to the operation and maintenance of the system, he or she sees
few incentives to contribute. Furthermore, when the water supply is
scarce and unpredictable, allocation of water is necessary to ensure
that water is distributed equitably and used productively. The need
to allocate water, however, implies that farmers are likely to obtain
a smaller amount of water than they desire. Farmers usually want
enough water to attain the highest possible returns by working their
land to its full potential; they also want more water as insurance
against risk and unexpected exigencies. Given the threat of a sub-
stantial crop loss, there are usually temptations for farmers to take
more water than allowed or to take water out of turn.

(a) TEAM PRODUCTION AND COPRODUCTION

The concept of team production is central to the understanding
of the problem of motivation in irrigation agencies. Organization
enables individuals to reap the benefits of team production.” Many
complex tasks in the public sector cannot be accomplished unless
individuals put their efforts and resources together and work as a
team. Team production, however, is rarely a simple process of pool-
ing the efforts and resources of individuals. It is a process through
which individual efforts and resources are structured in complemen-
tary ways that yield a higher level of joint productivity (Lachmann
1978). This is why, in a team production process, the marginal pro-
ductivity of an individual is a function of the efforts of the others
(Alchian and Demsetz 1972).

Coproduction is a form of team production. In a coproduction
process, the efforts of the irrigation officials (the regular producers)
and those of the farmers (the consumer producers) are largely inter-
dependent; neither can totally substitute for the other (Parks et al.
1982). In the irrigation process, while officials might possess “scien-
tific” knowledge concerning some physical aspects of irrigation sys-
tems, the farmers possess time-specific and place-specific local
knowledge of the systems upon which their livelihood depends
(Freeman 1990). Only when both kinds of knowledge are utilized can
effective operation and maintenance be attained.
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The interdependence of efforts may give rise to the problem of
shirking similar to the setting of team production. In many large-
scale irrigation systems, irrigation officials assume that water allo-
cation and maintenance are the responsibilities of the farmers
because farmers are directly affected by the performance of opera-
tion and maintenance. From the farmers’ perspective, the irrigation
officials are presumably specialists who have the responsibility of
managing the system. Because the officials are the “managers,” they
are the ones who “should” be doing the operation and maintenance.
Since both farmers and officials think that managing the system is
the responsibility of the other, it is possible that neither of them
invests much effort in irrigation management activities. If no one
maintains the systems, they begin to operate less effectively. Such a
problem is often exacerbated by the blurred boundary between those
who constitute the members of the coproduction team.

For a coproduction process to succeed, incentives must be in
place so that regular producers (the irrigation officials) are moti-
vated to serve the interests of consumer producers (the farmers). If
the payoffs to irrigation officials are somewhat dependent on how
well they serve the farmers, the officials are more likely to take the
interests of the farmers into consideration. Unfortunately, there are
usually few intrinsic incentives in irrigation that could motivate ir-
rigation officials to serve the interests of farmers. Irrigation officials
are usually not the ones who have a stake in the efficient operation
of the irrigation systems in which they work. Whether the officials
take the interests of the farmers into consideration depends on how
the relationships between the officials and the farmers are under-
stood and structured in particular societies.

(b) GOVERNANCE

Unlike irrigation construction that deals with the delivery of
tangible goods such as dams and canals, irrigation management is
mainly concerned with the provision of a less tangible good: rule-or-
dered relationships among farmers. This puts irrigation manage-
ment in the policy domain, where the patterns of relationships
between individuals, as a way of life, are part of the situation that
the agencies are meant to deal with. Policy outcomes—that is, the
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degree to which these problems are resolved—are inherently linked
to how well individuals can work with one another.

In irrigation, effective water delivery largely hinges upon farm-
ers following water allocation rules, taking care of their system in
daily exigencies, and contributing their efforts to the maintenance of
the structures whenever necessary. While these patterns of relation-
ships are a major part of the outcomes of irrigation management,
they cannot be “produced” directly by irrigation officials. Thus, as-
signing an irrigation agency to handle irrigation does not automat-
ically solve the problems of collective action among farmers
involved in irrigation operation and maintenance. What is essential
is to design the governance structure in the way that rules are
crafted, monitored, and enforced, so that they enable farmers to es-
tablish productive working relationships with one another. How the
agencies can fit in the governance structure is a question of major
import in institutional design.

The problems of team production, coproduction, and govern-
ance can serve as the point of departure for understanding the op-
eration and performance of irrigation institutions in Taiwan. In the
following sections, I examine the design of Taiwan’s irrigation insti-
tutions and the mechanisms through which these institutions enable
individuals to cope with the problems. The analysis proceeds from
three angles: (i) the structures and incentives within the IA; (ii) the
ways that water delivery is carried out in the field; and (iii) the
interactions between farmers and officials.

4. INSIDE THE BUREAUCRACY: THE STRUCTURE AND PROCEDURES

Like a typical government agency in Taiwan, the structure of an
IA is highly bureaucratic and centralized and designed upon the
principles of division of labor and hierarchical control. At the top of
the bureaucracy is a chairman who, until 1994, was elected by farmer
representatives who were in turn elected by farmers. The chairman
appoints a general manager and a chief engineer who assist the
chairman in overseeing the operation of the association. The day-to-
day operation is carried out by various divisions responsible for
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specialized functions.® Within a particular division, the tasks are
further divided and assigned to several sections.

The centralized image is also reflected in the relationships be-
tween the IA headquarters and its field offices (management stations
and working stations). The field offices are perceived as the imple-
mentation arms of the headquarters. They collect information neces-
sary for irrigation planning and manage the implementation of
irrigation plans and other tasks assigned by the headquarters. While
the working stations assist the headquarters in making decisions
concerning irrigation management, they do not participate in the
decision-making process.

(a) FLEXIBILITY

The bureaucratic characteristics of the IAs in Taiwan seem to
contradict the image portrayed by prior research. It is particularly
interesting that while observers have often likened the IAs to street-
level bureaucracies where coordination, discretion, and responsive-
ness are emphasized, officials in both the central government and
the IAs have always emphasized the importance of hierarchy and
control in the associations.” The puzzle, then, is how the two seem-
ingly contradictory images can be reconciled and geared toward
enhancing the performance of the associations.

A possible answer to the puzzle is that the headquarters and
the working stations operate on quite different principles, which
allow them to deal with problems of different scopes and nature at
different levels. The formal organization of the working stations is
based upon the bureaucratic image of the headquarters. A station
chief is assigned to oversee the operation of a station, and the station
staff members are assigned to various sections with specific func-
tions such as engineering and irrigation management. Unlike at the
headquarters, however, the size of the working station staff is usu-
ally very small, with an average of eight persons. The small staff
makes the division of labor by functions more a formality than a
meaningful organizational feature. That every one of the staff sits in
an open office space further shortens their social distance.

Instead of a division of labor by functions, the small size of the
staff makes it necessary to have division of labor by irrigated areas.
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Each official at the working station, including the station chief, is
assigned the responsibility of overseeing the irrigation management
of a certain number of IGs and their irrigated areas. The official, then,
serves as the contact person between the working station and farmers
in particular areas. This type of division of labor facilitates communi-
cation between the IA officials and farmers, but more important, it
affects the dynamic of interaction among officials within a working
station.

First, a division of labor by irrigated areas, to a certain extent,
enables individual officials to monopolize information on their par-
ticular areas. This area-specific information becomes a unique asset
of individual officials. Since every piece of such area-specific infor-
mation is essential to the effective operation of the working station,
each official holds a key to the overall success of the station. Officials
who feel they have something important to contribute to their or-
ganization are more likely to perceive their work as meaningful and
to do a conscientious job. Moreover, since effective irrigation man-
agement in a particular area usually requires complementary actions
of officials managing the adjacent areas, horizontal coordination
among officials becomes necessary. Thus the working station staff is
put in an interdependent situation of which they are well aware.
Such awareness not only helps create collective identity among the
staff, but also signifies to them the importance of cooperation.

Second, assigning individual officials areas for which they are
responsible implicitly holds them accountable to what might happen
in the assigned areas. An official is likely to face much pressure from
others in the station if his or her area faces persistent problems. In
fact, assigning responsibilities in this way also applies to the work-
ing stations as a whole. By assigning each working station to oversee
the irrigation management of a particular area, officials at the station
are held collectively responsible for what might happen in the area.
Such collective responsibility creates a sense of collective identity
among officials, which transcends hierarchical relationships among
them.

While work at the headquarters is basically a nine-to-five rou-
tine, work at the working stations requires much more flexibility. The
need for such flexibility is well known and has been consciously
promoted through various institutional arrangements. A standard
working station is a two-storied building. While the ground floor is
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used for office space, the upper floor is an apartment where the
station chief and his family live.!’ Living in the station, the chief is
expected to stay alert twenty-four hours a day. This arrangement
allows the working station to better deal with emergencies.

When emergencies come up, the chief alone is unlikely to be
able to deal with them. Extra effort from other officials at the station
is needed. These other officials, however, are not paid to make the
extra effort. For these officials, giving their help to the chief in case
of an emergency is doing the chief a favor; it would not be difficult
for them to avoid making the extra effort if they chose. The subordi-
nates’ ability to do the chief a favor gives them bargaining power
that, in turn, affects the way in which they interact with each other,
vis-a-vis the chief. As a station chief succinctly puts it, “There will
be many occasions when extra effort of the staff is required; whether
the staff will offer the extra effort is purely a matter of goodwill. How
can I offend them?” Under such a situation, the chief would find that
command and control is unlikely to be an effective way to get things
done.

Given that irrigation management involves many uncertainties,
irrigation managers in almost every system in the world are ex-
pected to contribute extra effort when emergencies arise. What is
special in the Taiwanese case, however, is that the station chief is
locked into the task of dealing with emergencies by various kinds of
institutional arrangements. He is targeted as the one who is given
incentives and responsibilities to mobilize and coordinate necessary
efforts for dealing with emergencies. Now compare this situation to
that in many South Asian countries such as India and Nepal, where
irrigation officials managing the systems are also expected to deal
with emergencies. There, with strict hierarchical control in place,
subordinates do not have incentives to take any action before they
are ordered to. Infringing on the authority of superiors could be
extremely detrimental to an official’s career. Ironically, the require-
ment that the subordinates consult their superiors before they act
provides a legitimate excuse for the subordinates to do nothing. So
while every official knows that they, the officials as a whole, are
expected to deal with emergencies effectively, which officials should
be doing the job is not clear.
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(a) AUTONOMY

A more organic mode of organization at the working stations is
possible only when the headquarters refrains from intervening. The
low level of intervention, ironically, is made possible by the bureau-
cratic principle of strict division of labor across units at different
levels. The headquarters is responsible for the overall planning,
larger scale maintenance work, management of water sources, and
water delivery at the system level. Once the water flows into laterals,
it is the responsibility of the management stations to allocate water
to different areas managed by different working stations. Usually the
management stations deal only with the working station chiefs, but
not farmers directly. It is clearly understood that the working sta-
tions are where the distribution of water to farmers’ fields occurs
and where farmers interact with irrigation officials. Such an under-
standing is essential. It gives the working station chiefs leverage to
make necessary adjustments in dealing with water allocation at the
local level.

Such local autonomy is further enhanced in that the working
stations are given the responsibility of facilitating, and communicat-
ing with, the IGs. Although the IGs are shown on the organizational
chart as subsidiary units to the IAs, neither IA officials nor farmers
see them as part of the associations. Irrigation officials often cite the
respect for local democracy as a reason for their unwillingness to be
involved in the IGs. But such a reason seems unlikely to be true,
given that irrigation officials have never hesitated to intervene when
necessary. Instead, several reasons might explain the officials” hesi-
tancy. First, the IA staff see themselves largely as government agents
(although they do not have civil service status) and irrigation pro-
fessionals (even though most of them do not have professional quali-
fications). Organizing farmers in irrigation operations is not the kind
of task that they see themselves fit to do. Second, the ambiguous
nature of the IAs as parastatal organizations does not give the IA
staff the legitimacy to intervene. While farmers as a whole might not
actually play an active role in supervising the IAs, the image that
farmers are the boss of the IAs is very clear in the mind of IA officials.
Third, from the perspective of the IA officials, being involved in the
mushy business of water allocation at the field level is the last thing
they want. It is especially the case in the areas where local factions
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do not get along with one another. Since it is clearly stipulated in
regulations that water allocation at the field level is a responsibility
of farmers, irrigation officials are glad to oblige. Finally, until very
recently, the farmers’ extra contributions (other than the water fees
they were required to pay) in terms of voluntary labor and monetary
chip-in were an important source of resources for irrigation manage-
ment at the local level. These extra contributions were largely based
upon farmers’ goodwill as well as the calculus that they might enjoy
payoffs from these contributions. Too much intervention from the IA
could offend farmers and damage local goodwill. An unhappy
farmer is unlikely to be willing to offer extra contributions.

Since the IAs do not see themselves in the position to be actively
involved in the operation of the IGs, the headquarters maintains only
limited formal interactions with the groups. The limited involve-
ment of the headquarters in the IGs leaves a vacuum between the IA
and farmers that the working stations are in the position to fill.
Irrigation operation and maintenance at the local level requires co-
operation and coordination between IA staff and farmers. As the
officials at the working stations must deal with farmers in their work
whether they want to or not, they must have de facto autonomy in
dealing with the IGs. Such autonomy allows the working station
staff and IGs to develop arrangements to cope with the local situ-
ations. For example, in systems where water mainly comes from
natural springs and rivers, a water shortage might render rotation
within an irrigation block necessary. The order of rotation is there-
fore arranged normally by farmers themselves. In many instances,
farmers draw lots to determine the rotation order. Such an arrange-
ment can be maintained, however, only when the working station is
able to adjust water delivery to complement the agreed-upon order.

Earlier irrigation literature has pointed out the importance of a
handover point between officials and farmers in irrigation manage-
ment (Wade 1987; Chambers 1988). Yet the mere existence of a han-
dover may not be enough because whether the handover can be
designed in a complementary manner depends on whether the two
teams of individuals at the handover point are given liberty to work
things out. The high degree of autonomy enjoyed by the working
stations in dealing with irrigation groups has facilitated coordina-
tion between the two teams.
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5. WORKING TOGETHER: THE ORGANIZATION OF
WATER DELIVERY

While effective irrigation management involves close coopera-
tion between officials and farmers, such cooperation cannot be taken
for granted. A large array of rules must be in place to specify the
division of work, to create positive incentives for the parties to con-
tribute their efforts, and to help the parties maintain stable mutual
expectations of each other. In this section, I decipher the “nuts and
bolts” of the institutional arrangements in Taiwanese irrigation sys-
tems that relate the efforts of officials and farmers by examining the
organization of water delivery—an activity that requires high levels
of continual cooperation.

Given the diverse physical characteristics in disparate locations
in the country, there are diverse means by which water delivery is
conducted. The following discussion deals mainly with water deliv-
ery in the Tainan area of the Chianan IA, where the major water
source for irrigation is two connected large-scale reservoirs, the
Tsengwen Reservoir and the Wushantou Reservoir.!! These reser-
voirs make the practice of rotation irrigation possible.

(a) THE FORMULATION OF THE IRRIGATION PLAN

The practice of rotation irrigation requires a relatively accurate
and comprehensive irrigation plan. The process of working out the
irrigation plan starts at the working stations. Every year before the
first planting season, irrigation officials at the working station con-
vene a meeting of IG leaders in the area to plan irrigation operations
in the coming year. A major concern of discussion, of course, is the
level of water demand for irrigation in the coming season.

Two factors are the basis upon which the water demand in a
particular irrigation block is calculated. The first factor is the physi-
cal characteristics of the fields. These include soil type, the topogra-
phy of the land, the rate of seepage of the soil, and the distance of
the land from the gate to where water is diverted into the block.
Information about all these physical characteristics is meticulously
recorded and integrated in a formula used for the calculation of the
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amount and timing of water flow to particular fields. The second
factor is the expected cropping patterns of the irrigated land.!?

It is obvious that variations in these two factors across time are
minimal. On the one hand, the physical characteristics of the land
are unlikely to change dramatically in the short run. The major
source of change in physical characteristics is reduction in the size
of irrigated areas due to changes in the patterns of land use. On the
other hand, the expected cropping patterns are fixed and rarely ad-
justed. In fact, broad cropping categories such as “paddy” and “mis-
cellaneous crops” used in the irrigation plan are meant to serve more
as a yardstick in determining the amounts of water delivered to a
particular area than to control what farmers grow in their fields. In
other words, the so-called water demand is defined mainly with
reference to the amount of water that a farmer is entitled to receive
in a particular season.

Information on water demands provided by the IGs is gathered
by the working station staff. The staff checks to see whether the
information is reasonable, based upon the past records, and makes
necessary adjustments. The information is then submitted to the
headquarters. There, the management division staff first checks out
the expected amount of water available in the coming year, based
upon information about past years and weather forecasts. This esti-
mate of water supplies is the most important variable that basically
sets the constraints on the irrigation plan. If water is adequate to
meet all the water demands, the management division staff can sat-
isfy the demands (after making sure that the water demands are
reasonable). If the expected water supply is inadequate, the manage-
ment division decides which areas will receive water. Usually, areas
that have the lowest rate of conveyance loss are given priority. In
other words, upstream areas are usually given water during the pe-
riod of water shortage. Areas that are not given water are left fallow.
The central government (not the IA) will compensate farmers who
own cultivated land in the fallow areas at a rate of NT 20,000 per
hectare per season. Such an amount is about 50 percent of the reve-
nue that would have been made had cultivation been possible. The
IA’s freedom to decide how much land it is going to irrigate allows
it to better balance water demand and water supply and, hence, to
avoid overstretching its managerial capacity.
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(b) FLEXIBILITY AMID RIGIDITY

The irrigation plan has a strong flavor of centralized control.
Outside observers are frequently amazed, if not stunned, by how
detailed the irrigation plan appears to be. The irrigation plan liter-
ally specifies the amount and the timing of water delivered to the
fields of individual farmers; recently, such detailed calculation has
been further facilitated by the use of computers. Obviously, if such
a plan was strictly adhered to, it would require a very high level of
managerial inputs on one hand, and would severely limit the flexi-
bility of farmers on the other.

Such a possible pitfall of rigidity is coped with by the rule that
water delivery within each irrigation block (i.e., below sublaterals)
is taken care of by IGs organized by farmers themselves. Such an
arrangement combines reliability and flexibility. On the one hand,
farmers in a particular irrigation block, as a collective, are assured
that they will receive a certain amount of irrigation water for the
block. On the other hand, they are given much liberty in adjusting
the distribution of water at the field level. In such a situation, the
irrigation plan can serve three functions. First, it constitutes an im-
plicit contract between IA officials and farmers—water demands are
seen as entitlements of farmers rather than needs. Ironically, because
these demands are fixed and rather stable, arbitrary actions on the
part of officials are less likely. Such an implicit contract not only
supports the farmers’ expectations of the reliability of water sup-
plies, but also represents a plan of action, or a focal point, with
reference to which farmers and officials work together.

Second, the plan can serve as a yardstick by which farmers
evaluate officials’ performance. If farmers in an irrigation block have
not received the amount of water to which they are entitled, the IA
officials are held responsible. Note that it is the IA who, based upon
the expected water supplies, decides the size of area that will be
delivered water. It would be impossible for the IA to blame the pos-
sible inefficiency in water delivery on the excessive demands of
farmers.

Third, while the irrigation plan is not strictly implemented be-
low the level of sublaterals, it does provide a framework with which
water distribution among farmers is carried out. So while adjust-
ments within an irrigation block are possible, outright inequality is
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likely to be prevented. It is a de jure right of a farmer who is not
given the amount of water to which he is entitled to take the case to
the working station for resolution. Furthermore, the entitlement na-
ture of the irrigation plan implicitly creates water rights for farmers,
which allow them to deal with one another more effectively.

As each farmer is entitled to receive a certain amount of water,
each working station, then, has a claim for the amount of water equal
to the sum of the amounts of water due to individual farmers in the
area under its jurisdiction. Water claims at different levels set up a
dynamic of backward monitoring in the process of water delivery.
For an IG leader, being able to deliver the amount of water to which
the farmers in his group are entitled requires that he insist on, if not
fight for, their water allotment.!? By the same token, in order to have
adequate water for irrigation groups in its jurisdiction, the working
station also has the incentive to stick to its water claim. In other
words, a unit at a particular level has the incentive to hold the unit
from which it receives water accountable, or it will face problems
from the unit to which it delivers water. Such a dynamic greatly
enhances the mutual accountability between different units in the
water delivery process.

(c) WATER ALLOCATION AT THE FIELD LEVEL

Prior research has noted that while the water distribution effort
within an irrigation block is supposed to be organized by farmers
and rotation irrigation is supposed to be practiced, little is known
about how it is actually carried out. The IT is supposed to be the
farmers’ organization that deals with water distribution within an
irrigation block, but whether such an organization exists at all has
been questioned by researchers. Since the IA has neither formal
authority nor responsibility to manage water distribution within an
irrigation block, farmers in different locales have been able to de-
velop their own ways of coping with the problems.

IG and IT are most active in areas where rotation is seriously
practiced and the amount and timing of water flows are specified.
Neither IG nor IT exists in the form that their names might suggest.
Since farmers who are served by the IA are automatically members
of the IG and IT, they have a right (or an obligation) to participate in
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the IG meetings before the planting season and a right to vote in the
election of the IG leader every four years (IT leaders are appointed
by IG leaders). Yet unlike what many Taiwanese officials and earlier
research have suggested, farmers in general are not actively involved
in water delivery. In most instances, the IG leader and a few IT
leaders are the only farmers involved in the operation of irrigation
in particular areas.

The IG leaders, however, perform many important functions in
facilitating irrigation management in Taiwan. One of these functions
is to hire water guards to carry out water distribution as well as
minor repair work. Usually, one to two water guards will be hired
for each irrigation block. These are part-time positions and the sala-
ries are paid by the IG. Water guards are the ones who actually
operate the system and allocate water to individual farmers’ fields.
Conflict resolution is another function of IG leaders. As many of
them are local notables who have many local social and political ties,
they are respected by both farmers and IA officials. Thus, on one
hand, their reputations give them “moral power” to serve as arbiters
in resolving conflicts. On the other, their political and social re-
sources enable them to interact with IA officials effectively.

Water guards are supposed to allocate water based upon the
irrigation plan. In reality, however, they have a relatively high degree
of autonomy in making necessary adjustments. Their high degree of
autonomy generally comes from two sources. The first is their sen-
iority in the local community. The water guards are usually local
farmers. Obviously, as they are members of the local community, any
acts that are perceived by farmers as unfair might place them under
pressure of social ostracism. Second, a majority of the water guards
are elderly men who have been serving as water guards for many
years. As both IA officials and farmers are well aware, the task of
allocating the water is not easy by any means. One has to know the
physical as well as social landscapes really well to carry out the task
effectively. Such knowledge cannot be taught but has to be learned
by doing. The experience and local knowledge of water guards allow
them to establish authority on matters concerning water allocation
and to gain confidence from farmers. Since the experience and local
knowledge are highly specific, water guards cannot be easily re-
placed. As a result, threatening to quit becomes an effective leverage
for the water guards to deal with farmers and IA officials. Such a
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threat is made even more credible by the low salary received by the
guards. Although the salary varies across different IGs, it is normally
about NT 400-500 per day. For many water guards, giving up such
a small amount of money, if necessary, is not a hard choice to make.
From the perspective of many irrigation officials and farmers, the job
of the water guards is more like a community service than a way of
earning money. By taking up the job, the water guards actually are
doing the community a big favor. So unlike patrollers in many irri-
gation systems in South Asia who command no respect from either
their superiors or farmers, water guards in Taiwan are seen as indi-
viduals who not only know irrigation and the local situation well,
but are also willing to contribute to the local community.

6. INTERACTION BETWEEN IA OFFICIALS AND FARMERS

Discussion in the last section suggests that farmers and IA
officials are able to develop complementary relationships in water
delivery. While it is generally agreed that such complementary re-
lationships are embedded in the broader pattern of cooperative
relationships, how such a pattern of relationships is maintained is
subject to less agreement. Earlier research argued that elections and
water fee payments are the two major mechanisms that sustain the
cooperative relationships. Recent research disputed the importance
of these mechanisms and focused on the more subtle means that
farmers use to hold IA officials accountable, such as signaling their
dissatisfaction by delaying payments and social ostracism.

(a) ELECTIONS, WATER FEES, AND SOCIAL EMBEDDEDNESS

Interviews with officials and farmers indicate that the elected
farmer representatives have never played an important role in con-
trolling the IA. These representatives might give some suggestions
concerning the budget of the IA at the annual meeting or stop by the
headquarters once in a while to convey farmers’ concerns, and that
is the extent of their involvement. Given that farmers in Taiwan are
generally subservient and many of them are part-time farmers, it is
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not surprising that the representatives did not exercise effective con-
trol over the IA. More important, the election of farmer repre-
sentatives was more of an extension of local politics than irrigation
politics per se. The representatives were unlikely to pay as much
attention to irrigation as warranted.

To most IA officials and farmers, water fees were similar to
taxes that farmers had to pay. The government was effective in en-
forcing fee payment. Defaults in water fee payments happened from
time to time, but in most of these instances, it was only because
farmers did not receive water at all. Withholding payment of water
fees was rarely used by the farmers as leverage to have their voices
heard. In fact, the water fees have long ceased to be essential to the
survival of the IAs. In most IAs, the water fees are not even enough
to pay for the salaries of the IA officials. That the central government
has been paying water fees on the farmers’ behalf since the early
1990s further breaks the link between the water fee payments and
control by farmers.

While these formal mechanisms might not have carried the con-
trol functions that they were supposed to, they were not totally ir-
relevant. First of all, as some officials and farmers eagerly pointed
out, the process of collecting water fees provided opportunities for
officials to talk to farmers. These conversations were not necessarily
about irrigation only, but also issues concerning the local commu-
nity. In other words, these conversations were not formal communi-
cation between officials and farmers, but casual discussions between
acquaintances. Such conversations might not help improve irriga-
tion management directly, but they allow farmers and officials to
gain a better understanding of each other’s views.

Second, the officials at the working stations were responsible
for collecting water fees. Given the small size of the station staff, the
help from the IG leaders was extremely important.!* As mentioned
earlier, the IG leaders are mostly local notables who are respected by
the local community; many of them are also representatives to vari-
ous local government functionaries. Their help could make the proc-
ess of water fee collection much easier and create incentives for the
officials at the local level to maintain a close relationship with the IG
leaders. To a large extent, it was just such a close relationship be-
tween the working station staff and the IG leaders that mediated the
interaction between the IAs and farmers.
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Third, although the farmer representatives did not perform the
control functions that they were supposed to, their existence was
essential to constituting the farmers’ perception of their relationship
with the IA. As long as farmers saw their representatives in place to
supervise the IA, they felt it was legitimate to speak out when they
faced problems. According to IA officials, a result of the recent re-
form that replaced the elected representatives with appointed com-
mittee members has been a decrease in the number of farmers’
complaints. While such a decrease could be due to a better job done
by the appointed members, it could also be due to a change in the
farmers’ perception of their relationship with the IAs.

Recent research has argued that the embeddedness of local IA
officials in the local community is a more important reason for the
close relationship between officials and farmers. Irrigation officials
are frequently residents of the local community. Their daily interac-
tions with local people in the community can provide them with
information on different issues concerning irrigation as well as the
community. Since they are part of the community, any wrongdoing
on their part that causes harm to the local community could put them
under much social pressure or even social ostracism. Moreover, irri-
gation officials serving at the working stations tend to serve in par-
ticular working stations for a long period of time. Knowing that they
will have to deal with the same group of local farmers for a long time
makes building a good relationship with them a good strategy.

(b) LOCAL POLITICS AND SOCIAL EMBEDDEDNESS

While IA staffs, farmers, and officials at the central government
are fond of referring to the IAs as organizations owned by, and rep-
resenting, farmers and local communities, they generally take a dim
view of local politics and tend to downplay its importance in the
operation of the IAs. The ambiguous attitude toward local politics is
reflected in the continual debate on the importance of elections, com-
pared with control and guidance from the central government, in the
operation of the IAs. There is no doubt that some IA officials play an
active role in the elections of local public offices and that local fac-
tions are to a certain extent involved in the elections of IA offices. To
examine the effects of activities on the IAs, however, requires a de-
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tailed analysis of Taiwan’s local politics, which is beyond the scope
of this paper. Several observations and conjectures on the way that
local politics plays out, however, might shed light on how coopera-
tive relationships between farmers and officials are sustained.

Many researchers and government officials have tended to un-
derstand the linkage between local politics and the IAs by focusing
on the formal arenas such as the election of the farmer representatives
and the IA chairman. They have thus often come to the conclusion
that, notwithstanding the potential for rent-seeking activities, local
politics has only minimal direct effects on the IAs” day-to-day opera-
tions. What has not been given as much attention is the possibility
that local politics might be instrumental in sustaining, if not facili-
tating, the embeddedness of the IAs in the local community. Space
constraints, however, do not allow a detailed discussion of local
politics in the country.!®

To understand how the embeddedness works out, however,
several features of Taiwan’s local factional politics, as laid out by
Bosco (1992), might be relevant: (i) In all local elections, factions
provide the core of support to particular candidates. On average
about two-thirds of the voters are estimated to be divided between
two factions and the remaining one-third are the free voters to whom
the factions try to appeal. (ii) Taiwan’s local factions are held to-
gether not by common ideology or class but by social ties such as
kinship, patron-client relations, friendship, etc. They arose because
although power and authority are concentrated in the hands of the
Kuomintang (KMT), in which mainlanders dominate, the central
authorities have to deal with local Taiwanese politicians in order to
keep local order. (iii) Factions are usually visible only during elec-
tions. Outside of elections, most villagers maintain social relation-
ships without consideration for faction.

The existence of local political factions, to a certain extent, pro-
vides essential glue to the rural society, where the multitude of small
farmers could have made any organizing efforts difficult. The com-
petition among the factions, with their emphasis on bringing favors
to constituents as an appeal to voters, can bring the farmers” atten-
tion to public interests that pertain to their well-being. The compe-
tition, then, serves an interest-articulation purpose in a political
system where, until the last several years, there was only one politi-
cal party.'® Moreover, the factions that do not control the IAs have
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the incentive to monitor the ones who do. This creates a system of
checks and balances in the operation of the IAs. As the factions usu-
ally overlap with various social ties at different levels, such a checks-
and-balances mechanism has a rather comprehensive scope. It is the
mutual reinforcement between local factions and social ties that
makes embeddedness possible.

The competition between factions does not necessarily operate
in a benign way. Yet the fluid structure of factions, the limited scope
of factional activities, the need to appeal to the middle votes, and the
overlap between factions and various social ties all prevent the com-
petition from getting out of hand. Furthermore, in maneuvering to
keep factions under control, the ruling KMT has always tried to keep
the balance between rival factions and to confine their activities to
the local level. By doing so, the KMT government not only gears the
operation of factional activities toward enhancing local governance,
but also uses factions to help it control the countryside in which
mainlanders have few social or political ties.

7. THE ROLE OF THE CENTRAL GOVERNMENT IN
IRRIGATION GOVERNANCE

Political economists that are interested in the developmental
state of Taiwan and other East Asian newly industrializing countries
(NICs) often wonder at the seemingly paradoxical coexistence of an
authoritarian state, on the one hand, and space for self-organized
activities in the society on the other. An important question, then, is
what is the role of the central government in creating, or sustaining,
the patterns of relationships described above. In particular, how do
the actions of the government allow, or encourage, irrigation officials
to make adjustments and to acquiesce to some self-organized activi-
ties by farmers?

(@) GOVERNMENT AS EPISTEMIC LEADER

The central government plays an important role in setting the
tone of what irrigation management is supposed to be and how it
should be conducted. By advocating ideas such as “serving the farm-
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ers comes first,” the government serves as an epistemic leader. The
government not only promulgates ideas but actively carries out ac-
tivities that promote and sustain them. For example, model IG lead-
ers are selected and honored by the president of Taiwan every year;
there is also an irrigation festival every year that highlights the im-
portance of irrigation.

These ideas are extremely important in the governance of irri-
gation in Taiwan. First, they help constitute motivations for officials
and farmers. A chance at being honored by the president, for exam-
ple, has been a primary motivating force for many IG leaders to take
up their jobs. Second, these ideas constitute the major part of the
conceptualization of farmer-IA relationships commonly shared by
farmers and officials. The way individuals see the game significantly
affects how they are to play the game. Third, the activities that en-
hance these ideas can serve to signal the government’s commitment
to irrigation development, which is essential to backing the bargain-
ing power of farmers vis-a-vis IA officials.

(b) GOVERNMENT AS ARBITER

The shadow of the government also poses the fundamental con-
straints within which IA officials and farmers interact. Maintaining
effective coproductive relationships requires a certain degree of reci-
procity between officials and farmers. The sustenance of reciprocity
involves, among other things, a relatively symmetric relationship,
complementarity, and credibility. Government actions might help
create and sustain these elements.

The farmers’ contribution to operating and maintaining field-
level channels is substantial. IAs have neither the necessary re-
sources nor the capability to micromanage water allocation and
maintain farm ditches. How much and how well farmers organize
themselves and mobilize adequate resources for operation and main-
tenance affects the overall performance of irrigation systems. Note
that those ultimately affected most by the overall performance are
farmers themselves. IA officials have few intrinsic incentives to see
to it that a certain level of performance is attained. Under such a
situation, the interests of officials and farmers are in an asymmetric
relationship.
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Such asymmetry can be somewhat ameliorated if payoffs to
officials are linked to the performance of the irrigation systems. If
the government, which is able to reward and punish the IA, is com-
mitted to satisfying the irrigation needs of farmers, farmers’ com-
plaints represent a credible threat to IA officials. The dynamic of the
situation changes in that the contributions of farmers are essential
for officials to get their jobs done. It implies not only that officials
would be more sensitive to farmers’ needs, but that fostering the
self-organization of farmers is also in the interests of the officials.
Government commitment, in other words, reduces the asymmetry,
on the one hand, and turns farmers’ self-organization into a comple-
mentary activity on the other.

(c) GOVERNMENT AS A SOURCE OF FINANCE

Another of the central government’s roles is as the major source
of financial resources for the IAs. This was the case even before the
government started paying water fees on behalf of farmers in the
1990s. The amount of financial support and the way that it is chan-
neled to the IAs affect the capability as well as the management
practices of the IAs.

The amount of financial support poses a constraint with which
the IAs have to cope. Before the reforms in recent years, for example,
the government mainly provided financial support to engineering
work, but not to the operation of the systems. It created a need for
IAs to try to extract resources from farmers for operation and main-
tenance activities. Such a need may have had positive effects on the
overall provision of irrigation services, for officials had incentives to
maintain good relationships with farmers to make sure that the farm-
ers’ contribution was forthcoming.

As the IAs are receiving a large amount of financial support
from the government, their relations with the government have been
a contentious issue. The core concern is that while the IAs are spend-
ing government money, government control is minimal. How to
make sure that the IAs spend the money in a responsible manner has
become an important concern. Government subsidies, however, do
not necessarily imply direct government control. While the govern-
ment’s control at the constitutional level is significant, its involve-
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ment in collective-choice rules is minimal. This is where the IAs can
exercise their autonomy in deciding how they operate and how to
raise and spend their money. The reason for the government’s re-
straint from intervening too much at this level is unclear. Given that
the government has never hesitated to change the structure of the
IAs when necessary, it is unlikely that the government avoids inter-
vening simply to uphold local democracy. A more plausible reason
is that the government finds itself incapable of micromanaging. But
no matter what the reasons are, the government’s restraint allows
the IAs to formulate policies and management practices that fit local
situations.

8. CONCLUSION: INSTITUTIONAL DESIGN AND
IRRIGATION GOVERNANCE

The provision and production of many public goods and serv-
ices involve the joint effort of government officials and citizen-users.
This paper examines the successful experience of irrigation govern-
ance and management in Taiwan as a way of understanding how
joint efforts can be established and sustained through institutional
arrangements. Cognizant of a large array of institutions involved, I
have focused in this paper on the institutional design and operation
of irrigation associations (IAs) in Taiwan and on the mechanisms by
which institutions create incentives to irrigation officials to do a
conscientious job and to relate their efforts to farmers.

Several features of the institutional design of IAs are instrumen-
tal in coping with these problems. One of them is the multiple arenas
at different levels of the IAs in which farmers can work things out,
communicate with one another, and resolve conflicts. These arenas
provide public space where the “benign” activities can be played
out. Moreover, to reduce the cost of participation to farmers and the
potential for conflicts due to excessive participation, the scope of
farmers’ participation is carefully defined. While generally farmers’
participation is encouraged, conducting the “technical” tasks such
as formulating water plans and conducting major maintenance work
is the responsibility of the IAs. Note that these “technical” tasks often
set the parameters within which the farmers’ participation operates.
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For instance, while farmers have much leverage in deciding water
allocation within an irrigation block, the amounts of water allocated
to particular blocks are determined by the IAs. The effectiveness of
the IAs in conducting these “technical” tasks can reduce the farmers’
need for active participation. Furthermore, monitoring mechanisms
are in place that reduce the possibility of rent-seeking activities. For
instance, while IGs might decide on what maintenance work is to be
done, the signature of the working station chief is required for pay-
ments made to the contractors, even though the farmers raise the
money themselves.

Various rules are in place that enhance the complementarity of
interests between individuals. At the most general level is the rela-
tionship between the IAs and farmers. Institutional arrangements,
such as farmer representatives, the payment of water fees, and the
status of IAs as juristic entities formed and owned by farmer mem-
bers, all help create and sustain a conceptualization that emphasizes
the mutually dependent relationship between the IAs and the farm-
ers. Such conceptualization provides the basis upon which the offi-
cials and farmers develop productive relationships.

A high degree of complementarity of interests can also be found
among the IA officials. The prevalence of lifetime careers, as a result
of the IA personnel system, for example, aligns the careers (not only
jobs) of the officials with the fate of the association as a whole. Stable
membership of the organization allows the officials to adopt a longer
time horizon in their relationships with each other. The resultant low
discount rates of officials are more conducive to their investing time
and effort in developing productive relationships with each other.
Such an awareness of mutual dependence and low discount rates is
further reinforced by the signaling of the IA that emphasizes the
close relationship between the officials and the association. The prac-
tice of delivering an annual bonus is one of the ways by which the
IAs signal their commitment and goodwill to their staffs. Although
some IAs are currently facing serious financial problems, they still
manage to deliver the bonus. The emphasis on mutual interests and
long-term cooperation is consistent with the observation of prior
research that many incentives in the IAs are designed to be “group-
oriented” (Wade 1982, 1987).

Like irrigation bureaucracies in other Asian countries, author-
ity is an essential component in the institutional design of the IAs.
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Through a structure of hierarchy, and also a tight control process in
irrigation planning, authority is used rather extensively in the op-
eration of the bureaucracy as well as in the process of water delivery.
While authority might enhance coordination, reduce transaction
costs associated with negotiating the terms of cooperation in spot
markets, and extract contributions from individuals by metering and
sanctioning (Coase 1937; Alchian and Demsetz 1972; Williamson
1985), it comes with many potential disadvantages (e.g., Lindblom
1977; V. Ostrom 1989; Tullock 1987; Nicholson 1994). Among these
potential disadvantages the most serious is the asymmetries of in-
terests and power between those who exercise authority and those
who are supposed to obey. Such asymmetries potentially provide
opportunities and incentives for the abuse of authority and might
also hinder communication and learning. More important, they
dampen the incentives of those in the subordinate position.

What is peculiar about the institutional design of the IA in Tai-
wan is its ability to cope with the possible asymmetries brought by
the use of authority. First, authority is closely aligned with respon-
sibility. For instance, while a working station chief has much author-
ity in handling water allocation within the areas under his
jurisdiction, he is also responsible for what might happen in the
areas. Saying that the alignment of authority and responsibility is
important is a truism; is it not a major design principle of irrigation
bureaucracies in many other countries? What makes the Taiwanese
case different, however, is that the alignment is supported not simply
by bureaucratic rules, but also by norms and social sanctions. As
mentioned above, while a working station official has much discre-
tion in managing the irrigated areas assigned to him, he is likely to
be subject to much pressure from colleagues if his areas are facing
problems persistently. Similarly, while the working station has a rela-
tively high degree of discretion in handling water delivery and irri-
gation maintenance, the lengthy stay of station officials in the local
community ensures that they will be held responsible for their ac-
tions.

Second, institutions are designed so that authority is checked
and balanced. Perhaps the most obvious check-and-balance designs
can be found in the personnel system. The loose alignment between
the rank system and the position system and the frequent reshuffling
of leadership positions make it less likely that those in leadership
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positions will abuse their authority. Less conspicuous designs in-
volve the establishment of symbiotic relationships among individu-
als in which each possesses resources that are essential to the well-
being of the others. For example, while the working station staff is
evaluated by whether irrigation in the areas assigned to them is well
managed, the staff alone usually does not have adequate resources
to handle water delivery and system maintenance. Farmers’ contri-
butions are essential to the staff to do the job. It is especially the case
in systems where rotation irrigation is seriously practiced.

Another major characteristic of the institutional design of the
IAs is the various domains of autonomy. Such autonomy is essential
for individuals at different levels to exercise their problem-solving
capabilities. Within the IA, for example, the working stations are
given the liberty of working out arrangements of water delivery and
distribution with local farmers. At the field level, the irrigation
groups (IGs) also retain a certain level of autonomy in deciding how
water delivery is conducted within irrigation blocks. In systems
where rotation irrigation is seriously practiced and, hence, farmers’
efforts are even more essential, the IGs are given the liberty of de-
ciding how to finance the operation and maintenance activities at the
local level. In terms of water delivery, perhaps the most important
autonomy is that given to the water guards. As noted by prior re-
searchers, the water guards, rather than the working station staff, are
the ones who make decisions about, and actually conduct, the allo-
cation of water to farmers’ fields (Moore 1983). The water guards’
autonomy is the lubricant between the rigid irrigation plans and the
diverse local environments.

The domains of autonomy allow individuals in different set-
tings to develop (informal) rules to cope with various problems that
they might face. Autonomy, however, is not equivalent to a hands-off
mode of management. Instead, the exercise of autonomy at different
domains is supported and facilitated by various mechanisms. First,
the boundary of the autonomy is clearly understood. The autonomy
of units at different levels within the IAs is based upon the bureau-
cratic principle of the vertical division of labor; the autonomy of IGs
from the IAs, on the other hand, is supported by the understanding,
strongly fostered by the national government, that emphasizes the
dominant position of farmers vis-a-vis the IAs. Second, the auton-
omy at lower levels is nested within institutions at higher lev-
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els—that is, institutions at higher levels can serve various supportive
functions. Prior research, for example, notes that the operation of the
IAs, or more generally of irrigation management, is in a default
upward mode, in which those problems which cannot be handled
effectively at the lower level are transmitted to the next higher level
(Levine 1978b; Moore 1983). Thus, while individuals at different lev-
els are given opportunities to exercise problem-solving capabilities,
they are provided with backup by higher levels.

In sum, Taiwan’s Irrigation Associations are not only examples
of efficient water delivery, but they also illustrate a number of inter-
esting features of organizational design that should have broad rele-
vance to other public sector organizations. In this analysis of the IAs,
I identified several important principles for designing effective in-
stitutions. In particular, I highlighted the problems of team produc-
tion and coproduction involved in irrigation management and
analyzed how these problems can be coped with by various institu-
tional mechanisms. As many goods and services provided or pro-
duced in the public sector share similar characteristics of irrigation
systems, lessons learned from the experience of irrigation manage-
ment in Taiwan can be drawn upon to inform institutional reforms
in other public sector contexts.

NOTES

The full research report on which this paper is based is available through the
Workshop in Political Theory and Policy Analysis, Indiana University, or by
contacting the author directly.

A preliminary version of this paper was presented at a conference on “Govern-
ment Action, Social Capital Formation, and Third World Development,” spon-
sored by the Economic Development Working Group, Social Capital and Public
Affairs Project, at the American Academy of Arts and Sciences, Cambridge,
Mass., 5-6 May 1995.

The author appreciates the support of the Social Capital Project, which enabled
him to make one more field trip to Taiwan during December of 1994.

The author would like to thank Peter Evans, Mick Moore, Elinor Ostrom, and
Judith Tendler for their helpful comments and suggestions. I am also grateful
to Li-jen Wen, Yung-teh Lin, Ming-hua Tsai, Ching-ho Kuo, and Wen-jung Hu
at the Council of Agriculture who assisted in planning my fieldwork in Taiwan.
I am also appreciative of the help offered by many IA officials, who generously
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shared their ideas with me during my fieldwork. In particular, Jin-shi Hsu,
Yung-tang Chou, Yun Cheng, Ming-dao Wang, Hui-yuan Chang, Yung-hsing
Lai, and Jiunn-ji Yu deserve special thanks. None of these people bear any
responsibility for the findings, interpretations, and conclusions expressed in
this paper; those are the author’s alone.

1. My observations during my field trips to Taiwan in 1993 and 1994 were
largely consistent with what had been said about the good working order of
water delivery and well-maintained infrastructures in irrigation systems in the
country.

2. Earlier research has suggested that the high potentials of irrigation might
be a reason why the governments in Taiwan, the colonial government before
1945, and the Nationalist government afterward have made significant invest-
ments in irrigation development. It might also explain why irrigation institu-
tions and management procedures have been developed to a high level of
sophistication (Levine 1977, 1978a, 1978b).

3. For more detailed discussion of the Land Reforms in Taiwan, see S. Kuo,
Ranis, and Fei (1981); S. Kuo (1983); Gold (1986).

4. Note that unlike in irrigation agencies in many South Asian countries such
as India and Nepal, the construction of irrigation facilities is not a responsibility
of the IAs. The limited scope of responsibilities of the IAs might avoid the
tension between the engineering-oriented function of construction and the
management-oriented function of operation and maintenance often observed
in South Asian irrigation bureaucracy (Wade 1987; Chambers 1988).

5. Only IAs with a large service area have the management stations. On smaller
IAs, the working stations report to the headquarters directly.

6. The county or city governments, for example, can determine the amount of
water earmarked for domestic uses. As irrigation is given relatively low priority
in water uses, IAs frequently have to adjust their irrigation plans to cope with
the demands from these governments.

7. In this study, the term “irrigation agency” is used to denote an aggregate of
irrigation staff who are given a set of tasks pertaining to the governance and
management of irrigation systems. The term “organization” is used to refer not
to the “formal” structures of an agency, but to the patterns of actions and
interactions of individuals within an agency as a result of an organizing process,
which is defined as changing the situation from one in which individuals act
independently to one in which they act in a coordinated manner in an effort
to accomplish collective benefits (E. Ostrom 1990; Miller 1992).

8. A typical IA includes an engineering division, a management division, a
finance division, an administrative division, an accounting division, a person-
nel division, and a security division.

9. When I mentioned to senior IA officials during interviews that many ob-
servers had found rather equitable patterns of relationships among IA officials,
the officials were eager to explain to me, somewhat apologetically, why such a
“leakage of authority” had happened. To them, the IA should operate like a
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bureaucracy in which authority is respected. The equitable relationships were
viewed very negatively.

10. Although there are female staff working in the IAs and some of them are
in leadership positions, the posts of working station chief are almost always
taken by a male staff member. For simplification, I use “he” to refer to a working
station chief in this study.

11. The irrigated area managed by the Chianan IA is in the western part of
Taiwan, located within Chiayi City, Chiayi County, Tainan City, and Tainan
County. As of 1994, the total irrigated area is about 78,113 hectares. The climate
of the area is subtropical with an average temperature of 21-24 degrees Celsius
and annual average rainfall of 1,600 mm. About 80 percent of the rainfall occurs
in the wet season from May to September. Paddy rice and sugar cane are the
two major crops in the area.

The major source of water is from reservoirs. There are a total of 33 reservoirs
of various sizes. The largest are the Tsengwen and Wushantou reservoirs that
provide water to a service area of more than 57,000 hectares. Besides reservoirs,
surface water from rivers, springs, and urban sewage systems is another major
source of water. Generally speaking, cultivated lands located in the Chiayi area
rely mainly on surface water, whereas those in the Tainan area rely on reser-
voirs. While the construction of the large-scale reservoirs has significantly ex-
panded the area of cultivation, water is still so scarce that crop rotation is
practiced in most of the Tainan area. In addition, rotation irrigation is encour-
aged at the field level. Although rotation irrigation is supposedly practiced in
most of the irrigated lands in the Chianan area, it is seriously practiced only
in the Tainan areas where reservoirs are the major source of irrigation water.

The Chianan IA is the largest IA in Taiwan in terms of irrigated area, budget
size, and the number of officials. As of 1993, the Chianan IA had 678 employees,
more than 20 percent of the total number of IA officials in Taiwan. About 30
percent of the staff work at the headquarters and the other 70 percent at the
field offices. Chianan IA is said to be one of the best managed IAs in Taiwan.

12. Of the total irrigated area of 78,113 hectares the distribution of irrigated
areas under various patterns of cropping is as follows: three years-two crops
district: 36,534 hectares; double rice crop district: 23,276 hectares; single rice
crop district: 9,515 hectares; simple rotation district: 360 hectares; and sugar
cane district: 8,428 hectares.

13. Although women actively participate in agricultural activities in many
places in Taiwan, major decisions in a farming household related to irrigation
are usually made by the head of the household, who is almost always a man.
As a result, irrigation group leaders are almost always men. In this paper, 1 use
“he” to refer to an irrigation group leader.

14. In some areas in the Pingtung IA where abundant underground water
makes irrigation organization less necessary, the only function of the irrigation
groups is to help the IA collect irrigation fees.

15. For a more detailed discussion of local politics in Taiwan, see Bosco (1992),
Stavis (1994), and Gallin (1966).
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16. Presently the chairmen of all seventeen IAs in Taiwan are members of the
KMT.
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SOCIAL CAPITAL AS A PRODUCT OF CLASS
MOBILIZATION AND STATE INTERVENTION:
INDUSTRIAL WORKERS IN KERALA, INDIA

Patrick Heller

Summary. — This paper argues that state intervention and class mobili-
zation in the state of Kerala, India, have produced two forms of social
capital. Kerala’s high level of social development and successful re-
distrbutive reforms are a direct result of mutually reinforcing interactions
between a programmatic labor movement and a democratic state. This
synergy between state and labor has also created the institutional forms
and political processes required for negotiating the class compromises
through which redistribution and growth can be reconciled. These dy-
namics are explored through a close examination of both the organized
factory sector and the unorganized (informal) sector.

1. INTRODUCTION: STRONG STATE, STRONG SOCIETY

Since roughly the mid-1970s the state of Kerala has been of
particular interest to students of development. Successive govern-
ments in this southwestern state of 29 million inhabitants have suc-
cessfully pursued social and redistributive strategies of development
that has few, if any, parallels in the nonsocialist developing world. As
Table 1 shows, Kerala today enjoys levels of social development that
are decades in advance of the rest of the country and compare favor-
ably with middle-income countries. All this, it should be underlined,
has been achieved against the backdrop of a state that has the highest
population density in the country and an economy which, with a per
capita income of $260, puts Kerala below the national average and
somewhere between Madagascar and Rwanda.

By any account, these developmental successes are tied to what
are clearly exceptionally high levels of social capital. Even the most
casual observer of Kerala society would be quick to note the shear
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Table 1

Kerala: Basic Socioeconomic Indicators Compared

United South
Kerala India LICs? States Korea Brazil

Population

(in millions) 29 884 1,382 255 44 154
Per capita GNP

(in U.S. dollars) 260° 310 370 23,240 6,790 2,770
Adult literacy 91% 52% 43% 99% 97% 82%
Life expectancy 70 59 52 76 70 66
Infant mortality

(per 1000) 17 91 91 9 13 57
Birth rate

(per 1000) 20 30 37 16 16 23
HDI Index” 0657 038 092 086 076

Source: Kerala and India figures (excepting GDP) from GOK, State Planning
Board, Economic Review (1992). HDI figures from UNDP (1994). All other
figures from World Bank (1994).

Low-Income Countries refers to the average of 40 countries so designated
by the World Bank, excluding China and India.

b The Human Development Index is a composite score of life expectancy,
educational attainment, and income level developed by the UNDP.

€Current (1992) rupees converted into dollars using World Bank conver-
sion rate.

1987 figure.

Note: All figures are for 1991 for Kerala and India (except HDI) and 1992 for
countries.

density of civic organizations and the vigor of associational life.
Keralites of all walks of life, it would seem, have an irresistible in-
clination to combine, associate, and organize, and to do so without
the outbreaks of violent disorder Huntingtonians might have antici-
pated. Thus, despite extremely high levels of social mobilization,
Kerala has largely been spared the sectarian and casteist violence
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that has recently been on the upswing throughout most of India.

Across both the formal and informal sectors of the economy,
rates of unionization are high. The state boasts the most extensive
network of cooperative societies, as well as numerous nongovern-
ment organizations (NGOs), including the KSSP (Kerala Sastra Sa-
hithya Parishad), which has achieved world renown for its efforts to
“bring science to the people.” Kerala’s caste self-help and social up-
liftment societies have a long history of active civil engagement. Its
“library movement,” literary associations, and film industry have
earned it a reputation as a cultural center rivaled only by Bengal. A
network of private and semi-private schools sponsored by commu-
nal and caste organizations which overlaps with an extensive public
school network has put a school in every village and provided near-
universal primary school enrollment.! The state’s high levels of lit-
eracy and education have in turn spawned a prolific and diverse
vernacular press. Kerala’s Malayalam language has by far the high-
est per speaker daily newspaper circulation of any Indian language,
ranking second only to Hindi in total circulation (Jeffrey 1992: 3).

The vigor and dynamism of civil society is matched only by the
size and activism of the state. State-owned industries represent a
larger percentage of the economy than in other major Indian states.
Kerala has the most developed social welfare system in India, includ-
ing the most extensive network of fair price shops (public food dis-
tribution) and rates of social expenditure that continue to be
significantly higher than the national average.? Through the imple-
mentation of the land reforms of 1970, by far the most radical in the
subcontinent (Herring 1983), the state transformed the agrarian so-
cial-property structure, destroying the traditional landlord class and
creating a new class of small proprietors. The government-run sys-
tem of primary health care units has reduced infant mortality to near
First World rates. Moreover, even by Indian standards, the state has
been very active in regulating the market, restricting labor-displac-
ing technologies in traditional industries, legislating work condi-
tions and hiring practices in industry as well as in agriculture, and
aggressively enforcing minimum wages.

At this broad level then, state and society in Kerala have rein-
forced each other in a manner that unambiguously supports the
“synergy” hypothesis Evans outlines in the introduction. State inter-
ventions aimed at providing public goods have built directly on
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existing social capital resources and have in turn reinforced social
capital. The expansion of public health and educational services has
had a “crowding-in” effect, as the competition between public and
private delivery services has increased overall efficiency. Pressures
from below—exerted by well-organized groups—and a highly de-
veloped culture of civic participation have not only created a de-
mand-side dynamic to which right-and left-wing governments have
necessarily had to respond in a competitive electoral system, but
have also increased the accountability of local officials.> The com-
paratively corruption-free and logistically successful provision of
low-cost housing, school lunch programs, subsidized food, and day
care have been attributed to the active and informed participation of
local groups (Franke and Chasin 1989). Clearly, democracy in Kerala
works.

Viewed in this light, one might be tempted to conclude that
Kerala looks a lot like the northern parts of Italy described by Put-
nam (1993a) in his defining study of the relationship between social
capital and democracy. Regional governments in Northern Italy, he
argues, have been successful in providing public goods because of a
long history of civic engagement and active community organiza-
tion. Similarly, the claim has often been made that Kerala’s successful
social development can be traced back to the social structure of nine-
teenth-century Travancore and Cochin (the princely states that con-
stituted the southern half of pre-Independence Kerala). Competition
between the minority Christian community and the majority Hindu
community, as well as between various caste groups, produced a
flurry of organizing and a proliferation of community associations.
These associations, drawing on the reserves of social capital that
inhere in tightly knit communities, promoted educational, health,
and cultural activities, which in turn became the basis for successful
political movements demanding more jobs and more political repre-
sentation from what was a Brahmanical state. The fact that these
associations continue to play an active role in Kerala only reinforces
the impression of a direct link between this tradition of civic engage-
ment and Kerala’s social development.

Taken alone however, the pre-Independence “invigoration” of
civil society can hardly explain Kerala’s rather unique developmen-
tal trajectory. While the mobilization of nineteenth-century civil so-
ciety did represent the first organized challenge to the hegemony of
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the Brahmanical state and might explain a general receptiveness
(later reinforced by parliamentary democracy) of governments in
Kerala to social demand groups, this high degree of associationalism
in and of itself cannot explain the structural transformations that
have underscored Kerala’s social development. The redistributive
thrust of Kerala’s development has carried with it a direct attack on
traditional structures of power as well as the prerogatives of capital.
It has as such entailed a fundamental realignment in the balance of
class forces.

Not all forms of collective action are conducive to developmen-
tally useful forms of state intervention. Specifying the conditions
under which synergy occurs requires carefully untangling the rela-
tionship between state capacity and actual patterns of demand aggre-
gation. The politics of caste and communal groups, for example, do
not readily lend themselves to positive-sum accommodations, geared
as they are to securing particularistic interests. Demands aggregated
through collective representations of this kind are in large part mutu-
ally exclusive and are in fact more likely to give rise to patronage
politics. The resulting process of “demand-overload” is precisely the
phenomenon that a wide range of commentators have argued has
incapacitated the Indian state (Brass 1990; Rudolph and Rudolph
1987). A vigorous civil society rooted in interests bounded by parochial
loyalties is clearly at odds with the more universalistic project of the
developmental state. The modes of action and domination associated
with traditional forms of social control and organization do not, more-
over, lend themselves to the instrumentalities of the bureaucratic state
(Evans and Rueschemeyer 1985). Strong “traditional” societies, as
Migdal (1988) has argued, can produce weak states.

With large minority communities of Christians and Muslims
(roughly 20 percent of the population each) and the balance of Hin-
dus divided into what by most accounts was once the most rigid and
orthodox caste structure in India, Kerala’s social structure is as di-
verse as any in the subcontinent. The state in Kerala has certainly
not been spared the “mischief of factions,” as the proliferation of
small community-based parties illustrates. But what sets Kerala
aside from other Indian states (with the possible exception of West
Bengal) is the particular class-based character of social mobilization
that has dominated its post-Independence political life. The cacoph-
ony of fragmented societal demands has taken a back seat to de-
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mands of a more programmatic and encompassing character. More-
over, insofar as interests and social resources have been mobilized
primarily, although not exclusively, along class lines, a democrati-
cally accountable state and a mobilized society have become organi-
zationally and functionally linked in a manner conducive to the
transformative projects broadly associated with development, par-
ticularly those of a redistributive character.

In arguing that class mobilization and the resulting forms of state
intervention have produced a sequence of encounters—which, while
anything but smooth, have in the aggregate been mutually reinforc-
ing— two historically and analytically distinct sequences can be iden-
tified. In the first, the organized militancy of lower class groups eroded
traditional structures of domination, clearing the path for state pene-
tration. The bureaucratic-legal capacities of the state were in effect
activated and extended by mobilizational pressures from below. The
resulting synergy underwrote the politically and administratively
daunting tasks of implementing structural reforms and building an
extensive network of welfare services in an impoverished society. The
legal and social protections enforced by an activist state in turn height-
ened labor’s capacity for militancy. The most concrete and tangible
effect of this synergy was redistributive development. A less visible
but equally critical outcome of repeated interactions between the state
and lower class organizations in a competitive electoral democracy
was the institutionalization of lower class power.

The second sequence emerges from the contradictions of the first:
redistribution and militancy precipitated a crisis of accumulation. As
capital fled and labor agitations disrupted production, a stagnant
economy threatened to unravel the successes of Kerala’s social devel-
opment. The response has been the emergence of various forms of
class compromise, in which labor has significantly curtailed militancy
in an explicit effort to create more favorable conditions of investment
and growth. The emergence of the politics of compromise—the only
viable strategy for securing future growth in a dependent, but demo-
cratic, capitalist economy—is a direct result of a cohesive and disci-
plined labor movement that has explicitly come to terms with the
limits of militancy. An activist and embedded state has facilitated the
process of class compromise both directly, through various mediating
and regulatory activities, as well as indirectly, by providing the insti-
tutional backdrop—the rules of the game—against which capital-labor
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conflicts can be negotiated.

2. THE DEVELOPMENTAL STATE AND SOCIAL MOBILIZATION

Putnam notes that in Italy dynamic “civic communities” are
associated with the predominance of horizontal solidarities, and that
in “uncivic” regions participation is stunted by the persistence of
vertical dependencies. “Citizens in these [civic] regions are engaged
by public issues, not by patronage” (1993b: 36). Putnam attributes
this difference to regional histories, yet his own account suggests
that the ability to accumulate the type of social capital that contrib-
utes to democracy is predicted on a transformation of the social
power structure—namely, the dismantling of traditional patron-cli-
ent relations. More than anything else, this has been the most impor-
tant result of lower class mobilization in Kerala.

Beginning in the early 1940s, the Communist Party of India
(CPI) successfully united landless laborers, poor tenants, and urban
workers. The ideological agenda that drew these caste-differentiated
groups together was the CPI’s sustained attack on feudal institu-
tions—landlordism, the attached labor system, and the indignities
of the caste system. With a strong cadre-based organization and a
coherent transformative project, the Communists successfully built
instruments of working-class power, most importantly unions, but
also farmers’ associations, student groups, village libraries, and a
powerful cooperative movement. The success of the Communists, as
the leaders have often noted, was in large part made possible by the
existence of an already large reservoir of mobilizational resources
from the social reform movements in the south (Travancore and Co-
chin) and a long tradition of peasant rebellions in the north (Mala-
bar).

In 1957, in Kerala” s first state legislative elections, this broad
lower class alliance carried the Communists to power, marking the
first time in history that a Communist party had come to power
through the ballot box. Though the Communist ministry was short-
lived (it was illegally dismissed by the Centre in 1959), the political
empowerment of lower caste rural and urban laborers undermined
the configurations of authority and domination of the traditional
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social order, and, with this weakening of what had been in Migdal’s
(1988) sense a “strong” traditional society, opened the door for effec-
tive state intervention.

Whether in or out of power, the Communists, despite a bitter
splitin 1965 that saw the CPM (Communist Party of India—Marxist)
emerge as the dominant party, have successfully maintained high
rates of mobilization.* Their principal rival, the Congress, having
learned from the success of the Communists’” grassroots mobiliza-
tion, has also built mass organizations.> In contrast to theories that
identify state capacity with regime durability,® it is important to un-
derline the fact that Kerala’s sustained strategy of redistributive and
welfarist development has come amid a turbulent history of coali-
tion politics and frequent changes of government. A competitive
environment of mass-based politics, expressed through tightly con-
tested elections as well as organizational and protest activities, has
created the sustained pressures from below that account for the suc-
cess with which both left- and right-wing governments have deliv-
ered institutional reform and basic goods.

The bargaining capacity of working-class organizations has been
built on the strength of iterated cycles of struggle (dating back to the
democratic and nationalist struggles of the 1940s), to which the CPM
imparted a highly disciplined and ideologically cohesive character.
The political leverage of the working class thus resides in its “asso-
ciational autonomy” rather than the clientelistic exchange of material
rewards for political subordination that characterizes authoritarian-
corporatist regimes (Fox 1994: 153). This does not, however, simply
follow from the democratic character of the state. Because both of
Kerala’s political formations (Congress- and Communist-dominated
fronts) are in electoral terms closely balanced and actively vie for
working-class support, the exclusionary tactics of incorporating the
most organized segments of labor that predominate in most develop-
ing societies (including India) have been displaced by more “encom-
passing” forms of political mobilization. This in turn has favored
demands for (nondivisible) collective goods (e.g., demands for struc-
tural reforms, social protection legislation, and universal entitlements)
rather than the exclusionary and disaggregated politics of patronage.
In most Indian states, state and society have become intermeshed
through a “complex pyramiding of vertical (multiclass and multicaste)
factional alliances” controlled by local intermediaries (Frankel 1978:
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25). In Kerala the state has been linked to society through a welfare
pact that has in effect, within the limits of a capitalist economy, seen
the dynamic institutionalization of working-class interests.

In addition to the social welfare measures already discussed,
the most notable result of this synergy of state and society has been
the implementation of institutional and structural reforms. Class
mobilization and state intervention have combined to dissolve the
social relations and the institutions of the precapitalist economic
order.

In agriculture, the 1970 land reforms were implemented on the
strength of the coordination of legislative and administrative inter-
vention with local-level activism. The reforms transferred land from
landlords to tenants, decimating the social and political power of the
traditional rural elite. The unionization of landless laborers and the
subsequent passage of labor laws (including regulation of mechani-
zation, minimum wages, and a pension scheme) eroded the ties of
dependency that bound lower caste laborers to landowners. Both
these developments directly contributed to further democratizing
village life. Elite control over local institutions such as agricultural
cooperatives and Panchayats (local governments) has been replaced
by fiercely competitive party or union-based politics.

In industry, social legislation and pro-labor governments have
provided the working class with an exceptionally high degree of
mobilizational capacity. Nowhere is this more visible than in the
organization of the so-called unorganized sector. While workers out-
side the factory sector in most developing societies enjoy few legal
protections and have little capacity for collective action, the efforts
of unions and state agencies in Kerala have combined to effectively
penetrate the unorganized or informal economy, drawing tradition-
ally disenfranchised workers within the purview of the law and the
protection of the social-welfare state.

The fact that it is lower class elements that have been the agents
of structural reform, as well as the agents of political democratization,
is an historically unique phenomenon, and yet one that has produced
contradictions that are only too familiar. The political and institutional
power of labor has imposed social limits on capital that are incom-
patible with sustained economic development in a dependent capital-
ist economy. Labor militancy and state intervention have adversely
affected investment. High wages, state-enforced controls on mechani-
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zation, rigidities in labor deployment, and high levels of social con-
sumption have all contributed to either driving capital away or cre-
ating significant barriers to internal capital accumulation. In the
decade that followed the peak of class mobilization in 1975, the state
domestic product grew at an anaemic rate of 1.76 percent (Kannan
1990a: 1952).” National and international investments during this pe-
riod were negligible. Some traditional industries—in particular
cashew processing and beedi production—experienced capital flight.

How the state and mobilized social forces have responded to
this economic crisis is the question to which I now turn, focusing
specifically on the industrial sector, where the mobility of capital has
exacted a particularly high price for state intervention and labor
militancy. Rejecting the view that high levels of lower class mobili-
zation and the associated redistributive bias of the state have created
insurmountable contradictions—a view informed by a static, zero-
sum understanding of the relationship between economic interests
and political institutions—I argue, following Bates (1989), that insti-
tutions evolve dynamically in response to conflict. That class mobi-
lization in Kerala led to struggles that produced a stalemate in the
1970s is not in dispute. But insofar as these conflicts were of a clearly
defined class character, and as such instrumentally aggregated (un-
like, for example, ethnic or religious conflicts), they lent themselves
to the intermediation of a bureaucratic-legal state. Moreover, pre-
cisely because the working class was well organized and highly soli-
daristic, it had the capacity to act strategically—that is, to overcome
economism and recognize the dependency of future wages on cur-
rent investment.

Over the past decade or so, the organized working class has
undergone a fundamental political reorientation. Having exhausted
redistributive strategies of development, the CPM and its unions
have embraced the politics of class compromise. In addition, the
logic of that compromise, much as Przeworksi (1985) has described
it within the context of developed capitalist economies, entails an
explicit bargain in which workers contain their militancy and em-
ployers agree to reinvest. The role of the state in securing and guar-
anteeing the terms of class cooperation has been critical.

To explore the evolution of synergistic relationships between
the state and labor—from securing redistributive reforms to under-
writing compromise—I examine first the organized factory sector
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and then turn to the unorganized (informal) sector. It is in the factory
sector, quite predictably, that labor mobilization has been most suc-
cessful and where, given the formal character of employment rela-
tions, the state has been the most interventionist.® This is in fact true
of all of India, but in Kerala the organization of industrial unions
was an integral part of the Communist Party’s strategy of promoting
class struggle, and thus assumed a particularly confrontational char-
acter. Militancy produced a capital strike, but also resulted in the
consolidation of a sophisticated industrial relations regime which,
coupled with strong and autonomous industrial unions, has dra-
matically reduced the incidence of militancy and enhanced the pos-
sibilities for class coordination. This stands in marked contrast to the
national scene, in which collective bargaining has been undermined
by weak and fragmented unions and the corporatist strategies of the
state. By its very nature, the unorganized (informal) sector does not
lend itself to collective action or state intervention. Nonetheless, a
similar, if later and much more uneven, sequence of state-society
interactions can be identified. In a first stage, highly insecure and
exploitative conditions of work drove a politicized workforce with
strong ties to the organized labor movement (via the CPM) to engage
in what were especially chaotic and disruptive forms of conflict. In
a second stage, the state, with the support of labor unions, has made
concerted efforts to formalize conditions of work and provide a more
stable and contractually based labor relations environment. In light
of the fact that the unorganized sector in India remains largely be-
yond the reach of the state and of public accountability and contin-
ues to reproduce the most labor-repressive forms of production, the
case of Kerala deserves special attention.’

3. MILITANCY AND COMPROMISE IN THE FACTORY
(ORGANIZED) SECTOR

To properly situate the case of Kerala, it is first necessary to say
a few words about the national picture. India’s industrial relations
system is characterized by a seemingly paradoxical combination of
“state-dominated” and “involuted” forms of pluralism (Rudolph and
Rudolph 1987). On the one hand, a state bent on securing rapid
industrial development and maintaining industrial peace from above
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fashioned legislation that heavily favors “state controlled compulsory
procedures rather than open-ended bargaining among interested par-
ties” (Rudolph and Rudolph 1987: 270). The result is that “State policy
has created a legal and procedural environment that encourages un-
ions to depend for recognition and benefits on government and man-
agement more than on their membership and the capacity to represent
its interests” (Rudolph and Rudolph 1987: 273).

On the other hand, trade union laws that grant equal legal
status to any registered union (for which only seven members are
required) have fueled multi-unionism (there were eleven national
federations at last count) and have given strategic power to oppor-
tunistic union “bosses” acting more as brokers—strategically placed
between their membership, management, and the state—than as or-
ganizers. Pervasive government interference coupled with the invo-
lution of labor has in effect undermined associational autonomy and
favored the politics of clientelism and cooptation over horizontal
and solidaristic mobilization, creating a highly unstable industrial
relations system. With no legal provisions for authorizing a majority
bargaining agent, “employers usually have to deal with those who
shout the loudest” (Ramaswamy 1983: 978). And in the absence of
effective organization-building and worker loyalty, unions secure
support by pressing economistic demands. A fragmented and de-
pendent labor movement has spawned atomized and disaggregated
strategies, and as many observers have noted (Ramaswamy 1984;
Rudolph and Rudolph 1987), labor-management relations in general
have become increasingly chaotic and ungovernable.

Finally, it should be noted that this institutional failure to effec-
tively aggregate and promote “encompassing” forms of association
has quite predictably given rise to exclusionary forms of collective
action, specifically communal-based unions. The most significant
recent development on the Bombay labor scene has been the emer-
gence of the Shiv Sena (Heuze 1990: 175), a local Hindu-chauvinist
party. Reports in the Indian press, moreover, suggest that the fastest
growing labor federation in the country is the Bharatiya Mazdoor
Sangh, which is tied to the Hindu fundamentalist BJP. The fact that
a Shiv Sena-BJP alliance won the legislative elections of March 1995
in Maharashtra—India’s most industrialized state—does not bode
well for the future of industrial relations.

In contrast to the fragmented character of the national labor
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movement, the labor movement in Kerala is more broad-based and
organizationally coherent. Its historical formation was largely the
work of the Communist Party, which organized unions primarily as
instruments of class struggles, giving “political” unionism the upper
hand over trade unionism. Struggles were defined in general, en-
compassing terms, linking workers in urban and rural sectors in a
unified effort to secure the protection of the state against the preroga-
tives of capital. Moreover, precisely because the terms of conflict
were class-based, the labor movement in Kerala did not become de-
pendent on the bureaucratic and pluralistic framework of Indian
industrial relations. Conflicts between labor and management be-
came the object of open struggles and hard bargaining rather than
patronage. At the same time, because the state found itself con-
fronted with organized demands that could not be coopted or chan-
neled into the legalism of compulsory adjudication (the CITU, the
Communist Party’s powerful labor federation, stubbornly rejected
binding third-party intervention), intervention took the form of “fa-
cilitating joint consultation and joint regulation,” the pillars of col-
lective bargaining (Nair 1994).

The pronounced class character of unionism and a stronger tra-
dition of collective bargaining has checked the spread of opportun-
istic deal-making and cast labor-management relations in the mold
of “regulated conflict.” Unlike the forms of state corporatism that
often characterize the relationship of the state to organized labor in
developing countries, unions in Kerala, born of political mobiliza-
tion, have maintained organizational autonomy. While the Indian
state has obfuscated class conflicts (Rudolph and Rudolph 1987), the
state in Kerala has given them institutional expression.

This is most significantly reflected in the critical role that Ker-
ala’s unique Industrial Relations Committees (IRCs) play in mediat-
ing industrial conflicts. These tripartite committees are essentially
consultative bodies that have few statutory powers yet have been
instrumental in forging the terms of industry-wide labor-manage-
ment agreements. Appointed by the government, the committees are
constituted of leaders of all the concerned labor federations, repre-
sentatives from employer associations and officials from the Labour
Department. IRCs presently cover nineteen industries, ranging from
the capital-intensive petrochemicals industry to more traditional
and labor-intensive industries such as coir and cashew production.
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The actual role and importance of the IRC varies widely across in-
dustries. In some it essentially functions as a forum of last resort,
whereas in others it formulates, negotiates, and oversees industry-
wide agreements on wages, work conditions, and benefits. In most
cases, IRCs were instituted following periods of intense labor-man-
agement conflict and were an explicit acknowledgment on the part
of state officials of the futility of imposing agreements from above
in a climate of highly antagonistic class relations. The overall effect
was to give institutional emphasis to voluntarily negotiated settle-
ments over the compulsory adjudication of the Indian industrial
relations system (Nair 1994).

Through the late 1970s high levels of labor militancy and state
intervention adversely affected productivity growth and investment.
As industrial growth and employment stagnated, it became increas-
ingly clear that militancy was exacting too high a price. When the
CPM came to power in 1981, it abandoned its past strategy of using
the state “as an instrument of mass struggle.” The subsequent CPM
ministry (1987-91) openly courted private capital (including the once
demonized Tatas), restrained the CITU, and called upon the working
class to develop a new “work culture,” the party’s euphemism for
labor discipline. Organized labor had come to terms with the inherent
limits of redistribution in a subnational state and recognized the need
to compromise with capital. A CITU leader, R. Raghavan Pillai, suc-
cinctly identified the dilemma: “Without increasing investment and
production there can be no prosperity.”°

These compromises, as they have emerged over the past decade,
rest on two explicit pillars: the first is labor’s strategic “quiescence,”
to use Cameron’s (1984) term; the second is the self-conscious embrace
of increased productivity as the positive-sum basis for coordinating
profits and wages.

The quiescence of labor—or more accurately its strategic with-
holding of militancy—is reflected directly in the decline of strike
activity as well as in the increase in negotiated long-term agree-
ments. As the figures in Table 2 show, the man-days lost to industrial
disputes declined significantly in the 1980s.

This is true in both absolute and comparative terms. For the first
time in three decades the number of man-days lost per factory
worker in Kerala has fallen below the national average. While
throughout the 1970s Kerala had the distinction of ranking only be-
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Table 2

Total Man-days Lost to Strikes and Lockouts

Total Man-Days Lost Man-Days Lost Per
(1,000) Factory Worker?
Kerala India Kerala India
1965 869 6,470 44 1.4
1966 2,296 13,846 11.5 2.9
1967 2,318 17,148 11.4 3.6
1968 2,492 17,244 12.1 3.6
1969 1,628 19,048 7.9 4.0
1970 685 20,563 3.3 41
1971 3,132 16,546 15.0 3.2
1972 3,216 20,544 14.1 3.8
1973 1,894 20,626 7.7 3.7
1974 3,647 40,262 14.0 7.1
1975¢ 501 21,901 1.9 3.8
1976° 68 12,746 0.2 2.1
1977 2,111 25,320 7.3 4.1
1978 2,055 28,340 7.5 4.3
1979 3,770 43,854 12.7 6.4
1980 1,250 21,925 4.1 3.1
1981 2,234 36,583 7.3 10.2
1982 1,334 74,615 4.6 10.1
1983 1,575 46,858 5.5 6.3
1984 2,036 56,025 7.0 7.4
1985 1,061 29,240 3.6 3.8
1986 2,327 32,749 7.8 4.2
1987 2,163 35,358 7.1 4.5
1988 1,666 33,947 5.5 4.3
1989 335 32,663 1.1 41
1990 388 24,086 1.3 3.0
1991 561 26,428 1.9 3.3
1992 584 31,259 1.9 3.9

Source: GOI, Labour Bureau, Indian Labour Yearbook (various years).

TEmployment in registered factories. Figures for 1990-92 calculated using
1989 factory employment.

bYears of the Emergency.
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hind West Bengal in total number of man-days lost (Kumar 1989), its
current three-year average places it ninth among fourteen major
states.!!

Across the board, labor officials, union leaders, and industrial-
ists report declining militancy. In a survey of businessmen and rep-
resentatives of industry associations conducted by the State
Planning Board, the vast majority reported a significant improve-
ment in the industrial relations climate (GOK, State Planning Board,
Report of the Task Force for Review of Implementation of Plan Schemes
under the Industries Sector, 1991: 51). Of the ten chief executives of
large or medium-scale factories I interviewed, nine categorically as-
serted that labor militancy in the 1980s had noticeably declined.
Although inter-union conflicts were cited as an ongoing problem,
the modal opinion was that unions had become more “responsible.”

Trade union leaders are no less categorical. S. C. S. Menon, the
most prominent independent trade union leader in Kerala and a
forty-two-year veteran of the movement, notes that ever since the
1981-82 Left Democratic government “tamed the unions,” the Co-
chin-Ernaukulam industrial belt (where the majority of Kerala’s
large manufacturing units are located) has been a model of industrial
peace. The president of over nine large factory unions in the area,
Menon added that industrial relations have been routinized to the
extent that the Labour Department’s conciliation functions have be-
come redundant.!? Because labor has politically and institutionally
secured the right and the power to bargain with capital, militancy
has lost much of its strategic saliency. As the president of CITU, T.
N. Ravindranath, a long-time advocate of the class-struggle line, put
it, the “principle that wages and bonuses have to be negotiated is
widely accepted. The phase of militancy is over.”!3

The decline in militancy is closely tied to the increasingly com-
mon practice of negotiating long-term labor-management agree-
ments, which now routinely include bonus schemes linked to
productivity. This represents an important departure from past prac-
tices. Historically, bonuses have been the most explosive object of
industrial conflict in Kerala.' In the dominant Marxist anti-capitalist
discourse of the trade unions, profits were equated with exploita-
tion, and bonuses became the means through which workers could
secure their “rightful” share of surplus.' The idea of tying wages to
performance was also specifically rejected because, as one union
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leader remarked, it “would result in the workers working them-
selves out on the jobs” (Menon 1979). The CITU repeatedly called
upon its unions to resist efforts to link wages to productivity.

A political climate of class struggle did not, however, rule out
negotiating compromises in some of the larger and more profitable
factories. As early as 1957, following a protracted strike, unions and
management at the Indian Aluminum Company agreed to the first
long-term agreement with a productivity-linked monthly bonus
scheme in the state. Similar agreements were soon adopted in other
factories, including the state-owned Fertilizers and Chemicals Trav-
ancore Company, the central government undertaking Cochin Refin-
eries Ltd., and the private sector Tata Oil Mills Company.'¢ By the
1970s, Nair, in an exhaustive study of Kerala’s industrial relations
system, concluded that “in no other state in India are there so many
long-term collective bargaining agreements operating so success-
fully as in Kerala” (1973: 391).

It was not, however, until the 1980s that long-term agreements
were openly embraced by the CPM and that labor productivity came
to be viewed as a positive-sum game. S. C. S. Menon summed up the
change succinctly:

The CPM had always advocated resisting capitalists. Workers
were urged to not cooperate with management. Productivity in-
creases were seen as inherently exploitative. But that philosophy
has changed. Now the CPM is even educating workers about pro-
ductivity.1”

At present, the Labour Department is actively promoting the
signing of five-year agreements with productivity-linked wage in-
creases and has sponsored legislation that would tackle the problem
of multi-unionism. Industrial Relations Committees have been cre-
ated for all major industry groups, and in at least two industries
(textiles and coir) these committees have successfully fixed indus-
try-wide productivity standards and measurements. In 1991, the
new Congress government issued a “Statement of Industrial Policy,”
which, for the first time in the state’s history, included a competitive
package of financial and policy incentives geared to attract new in-
vestors. The policy, moreover, contained measures to curb “restric-
tive” labor practices and increase managerial flexibility in labor
deployment. These were publicly denounced by the CPM, but no
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overt actions were taken in protest, and strike levels have remained
at historical lows. Most telling has been the determination of the
political establishment to publicize the decline in militancy. The last
two governments have gone to great pains to advertise Kerala’s
“peaceful” labor front.!8

To a great extent, the emergence of class compromise has been
the work of the CPM. As a highly organized, coherent, and class-
based political force, the CPM enjoys the strategic capacity to recog-
nize the tradeoffs between militancy and growth. A programmatic
party has created a programmatic labor movement that has success-
fully minimized economistic trade unionism. Class-based unionism
alone, however, does not suffice to explain why workers have fore-
gone militancy and accepted compromise. Even where class coop-
eration opens up the possibility of a positive-sum game, the
coordination of interests must have a sound material and institu-
tional basis if compliance is to be secured.

Organized class struggle produced concrete redistributive re-
sults. The outcome of organized class compromise is less certain.
Under the conditions of a private property economy, there are no
guarantees that future interests will be met (Przeworski 1985: 140).
Within the boundaries set by the logic of accumulation, it is, how-
ever, possible to reduce the degree of “uncertainty” involved in the
tradeoff between wages and profits. The politically dominant posi-
tion of labor provides some guarantees. The strength of unions and
the extent of protective legislation have secured a high degree of
social and political control over the distribution of surplus, thus
minimizing the risks involved in making concessions to capital. A
leveled playing field reduces the chances of unilateral and oppor-
tunistic behavior, increasing the chances of cooperation. But it does
not establish the rules of the game.

Which is where the significance of institutional developments
comes into play. As it has evolved under the impetus of working-
class mobilization, the industrial relations system in Kerala has fa-
cilitated the kind of hard bargaining and the coordination of interests
that reduces the uncertainty and hazards of inter-class transactions.
When workers are highly organized, represented by competitive un-
ions with strong ties to political parties, their interests are clearly
articulated. While the terms and the balance of forces are necessarily
antagonistic, they nonetheless lend themselves to instrumental coor-
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dination. Such coordination is not, however, given by some larger
economic necessity. It must be concretely shaped and managed. It
must be institutionally and politically embedded.

The dilemma, as it evolved historically, was to accommodate
the pressures and demands that came with class mobilization. Cre-
ating the conditions for labor-capital cooperation thus meant giving
institutional expression to the class power of labor, creating a play-
ing field on which the threat of militancy, rather than actual mili-
tancy, would define labor’s bargaining position. The combination of
a militant, class-based movement and democratic institutions did
just that, though not without setbacks.

As the industrial relations system matured, moreover, it de-
fined the procedures and norms by which compromises could be
developed and ultimately secured. Thus as the respective positions
of labor and capital have become increasingly institutionalized, for-
mal bargaining practices have evolved and become more acceptable
to both parties through iteration and the demonstration effect of
success. These institutions cannot as such be explained in the func-
tionalist language of the “new institutional economics” but must be
seen as the product of concrete historical struggles, in which a par-
ticular configuration of social forces has been congealed. The con-
solidation of an industrial relations regime based on “regulated
conflict” between aggregated interests has reduced the degree of
uncertainty and increased the scope for cooperation. “In the past,”
remarked the manager of OEN Industries, Kerala” s most successful
electronics manufacturer,

labor would demand impossible bonuses. Management would of-
fer nothing. A strike or lockout would follow. Now negotiations
are over a 1 or 2 percent increase. The total bonus package is well
defined and always in the 15-16 percent range. All these norms
have removed items of conflict.!

The state-mediated coordination of interests between labor and
capital here closely resembles corporatist arrangements, with an im-
portant qualification. In Latin American cases “corporatist patterns
of interest representation . . . are frequently the consequence of po-
litical structures consciously imposed by political elites on civil so-
ciety” (Stepan 1978: 47). The process in Kerala has been negotiated:
it begins with the mobilization of workers and finds expression
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through, and not outside of, democratic institutions. The state’s role
in mediating conflicts between capital and labor was not initiated
from above, but rather emerged in response to the political impera-
tives of managing class struggles in a parliamentary setting. This
“democratic” or “left” variant of corporatism bears an important
similarity to European social democracy. The growth strategy under-
girding class compromise specifically seeks to build on the compara-
tive advantages in labor productivity and social organization that
reside in the democratic welfare state—that is, advanced human
capital resources and a highly developed institutional capacity for
fostering cooperative labor-management relations.?

4. ORGANIZING THE UNORGANIZED SECTOR

The organized factory sector of the Indian economy is domi-
nated by state and monopoly capital. The material base for coordi-
nating interests is actually quite large. Large-scale economic units,
regularized and permanent conditions of work, and a relatively
small number of organized actors have facilitated state intervention.
Providing a framework for collective action in the unorganized sec-
tor (as the informal sector is called in India) has proven far more
elusive. Nowhere are the developmental failures of the Indian state
in fact more manifest than in the resiliency of this sector of the econ-
omy.

Out of a total of 285 million main workers enumerated in India
in the 1991 census, only 9.3 percent were in enterprises classified as
organized (all public sector enterprises and all nonagricultural pri-
vate enterprises with ten or more workers). Even as a percentage of
the nonagricultural workforce, the organized sector accounted for
only 28.2 percent of total employment (the figures for Kerala are
roughly the same).?! In sum, almost three-fourths of the nonagricul-
tural workers in India are either service workers employed on a
casual or semi-permanent basis, manufacturing workers employed
in small workshops or unregistered factories (i.e., sweatshops), or
self-employed.

While overly vague and even somewhat arbitrary, the organ-
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ized /unorganized dichotomy does capture the fundamental distinc-
tion of the dualistic character of labor markets in the developing
world. The organized sector is characterized by the contractual
relations of a class-based social organization of production, closely
linked with the development of the modern state. Workers in this
sector enjoy legal protections and institutional conditions that are
favorable to collective action (which may be of a more or less
autonomous character). The organization of production in the un-
organized sector, however, is rooted in a configuration of social
relations largely beyond the reach of the bureaucratic state and
modern political institutions. With large reserves of cheap and un-
tapped labor, workers have little or no capacity for pursuing their
collective interests.

Labor relations in the unorganized sector in India are extremely
heterogeneous. At one extreme can be found the persistence of ex-
traeconomic forms of coercion as in cases of bonded or attached
labor. Even where labor is formally “free” and has taken the wage
form, the inherently asymmetrical social and political relations that
condition transactions belie the formally “contractual” character of
exchanges. The spread of the wage form notwithstanding, exchange
relations remain fundamentally shaped by precapitalist social insti-
tutions or what Migdal (1988) calls the “web of overlapping forms
of social control” that define traditional societies.

At the risk of oversimplification, the socioeconomic dynamics
of unorganized labor markets in India are characterized by two
reinforcing structural features. The first is the deep segmentation of
work conditions and entry barriers along caste, gender, and regional
lines (Mies 1982; Harris, Kannan, and Rodgers 1990; Singh 1991;
Breman 1993). The second is the tapestry of vertical forms of de-
pendency that condition the terms of labor recruitment. Because of
the shear oversupply of unskilled casual labor, workers are locked
into dependent contractual relations with jobbers, recruiters, gang
bosses, and other intermediaries, often kinsmen, caste mates, or
co-villagers. As Breman notes, “the immobilizing effect caused by
horizontal division is increased by the pressure emanating from the
need to invest in vertical dependency relationships” (Breman 1993:
210). The social relations in which these labor markets are embed-
ded (Granovetter 1985) reduce the logistical and information costs
of securing “trustworthy” and “dependable” workers in volatile
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markets by in effect desolidarizing them.

The powerlessness of workers in this sector is matched only by
the powerlessness of the state. Rare legislated efforts to improve
work conditions or fix minimum wages have been implemented in-
differently at best. Out of 1,500,674 establishments covered under the
rules framed by the states under the Minimum Wages Act of 1948,
only 87,103 even actually submitted returns as required by law (GO,
Labour Bureau 1984: 84). The inability of the state to curb exploita-
tive labor practices is nowhere more visible than in the area of child
labor. Despite legislated prohibitions, estimates put the number of
working children in India anywhere between 13 and 44 million.?? The
capacity of the Indian economic bureaucracy to tightly control prod-
uct markets (the infamous license permit Raj) stands in sharp con-
trast to its near complete failure to penetrate the labor relations of
the unorganized sector, a fact captured quite appropriately in the
official usage of the term “unorganized.”?

The failure of the state to bridge the gap between the organized
and unorganized sectors, and the implications for economic and so-
cial development, are now widely recognized.? The availability of
large reserves of cheap labor is a disincentive to technological inno-
vation. Depressed wages limit the scope for stimulating growth
through effective demand. Finally, by reinforcing traditional eco-
nomic and social inequalities, the unorganized sector has stymied
the development of human resources, and hence productivity. The
link between the persistence of the dual economy and labor’s lack of
wage leverage has recently been underlined by the National Com-
mission on Rural Labour:

The conspicuous co-existence of mushrooming high-wage islands
in the organized sector on the one hand and miserable conditions
of labour in informal urban and rural sectors (both farm and non-
farm) on the other and the corresponding dualism in capital/la-
bour incentives and associated levels of productivity are the
result of our inability or even unwillingness to implement a
sound and firm wage policy (GOI, Ministry of Labour 1991, vol.
1: 23).

In Kerala the unorganized sector has become something of a
misnomer. A large segment of workers outside the public sector and
outside the registered factory sector are in fact unionized. Over half
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the state’s two million agricultural laborers belong to the CPM-affili-
ated KSKTU (Kerala State Karshaka Thozhilali Union), the single
largest union in the state. Large segments of workers in Kerala’s
traditional industries, cashew and coir, and its two largest casual labor
markets, construction and headload work, have been unionized.? In
the beedi (traditional cigarettes) industry—the archetypical labor-
squeezing, putting-out industry—unions have organized the largest
and most successful producer cooperative in the state with a mem-
bership of over 30,000. Even mahouts (elephant drivers) have a union.

The organizational success of unions in this sector is a direct
outgrowth of the broad-based character of Kerala’s labor movement.
As early as the 1940s, the organizing strategies and demands of a
small but militant core of coir factory workers were quickly extended
to coir workers in the rural household sector, other nonfactory occu-
pations, and agricultural workers. Even before Independence, agri-
cultural laborers and other rural workers were demanding the same
benefits granted to industrial workers, including security of employ-
ment, fixed work days, and the right to bargain collectively (Kannan
1992: 9).

Responding to these pressures from below, the state in Kerala
has actively intervened in the unorganized sector. Through a series
of direct regulatory and institutional reforms, as well as broader
welfare measures, the state transformed traditional labor markets
and underwrote labor’s organizing efforts. The state actively sup-
ported unions in building and financing labor cooperatives for
toddy tappers, beedi workers, coir-processing workers, cashew-
processing workers, and handloom weavers (Kannan 1992: 12).
Minimum-wage committees were appointed first for the coir and
cashew industries and then gradually extended to forty-five other
industries, including the “handling and care of elephants” (GOK,
Labour Department 1990). Enforcement remains uneven, but labor
market interventions coupled with the provision of universal wel-
fare entitlements have, piecemeal, created a social wage. Other meas-
ures, such as the regulation of mechanization in the coir industry and
the prohibition of cottage outsourcing in the cashew industry, have
effectively leveraged labor’s bargaining position. Finally, social po-
lices have curbed the most egregious labor practices. Universal pri-
mary education has practically removed children from the
workforce. The 1981 census reported a 0.72 percent work participa-
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tion rate for children in the 0-14 age group, and 17 percent for the
15-19 age group, both figures being the lowest of any state. The
all-India figures were respectively 4.2 percent and 34.8 percent.?

The most discernible impact of increased state intervention and
labor organization has been its leveling effect. Government wage
data conclusively show that the income differential between workers
in unorganized occupations and the modern factory sector has de-
clined noticeably, particularly since the mid-1970s (Kannan 1990b).
Wage gains in one sector appear, moreover, to be quickly transmitted
to other sectors (Krishnan 1991), suggesting that increased bargain-
ing capacity and solidaristic wage policies have eroded the asymme-
tries of traditional labor market boundaries.

Unionization and state intervention have thus fundamentally
transformed the traditional character of labor relations. Protective
social legislation and horizontal mobilization have supplanted pa-
tron-client and despotic relations of employment with more formal
and contractual ones. By its very nature, however, this sector does
not readily lend itself to the coordination of conflicting interests. The
terms of employment are often semi-permanent or casual, produc-
tion is decentralized, market fluctuations are pronounced, and profit
margins narrow. In these conditions of both material and institu-
tional instability, managing and accommodating the demands of a
mobilized labor force is necessarily difficult. The economic conse-
quences of labor militancy have in fact been dramatic. Between
1970-71 and 1990-91, growth in the manufacturing sector of the un-
organized economy (i.e., unregistered factories) averaged a sluggish
annual rate of 1.6 percent, and a number of footloose industries
(Oommen 1979) fled to neighboring states. The militancy of head-
load workers (unloading and loading of goods) and construction
workers is often cited as the most important deterrent to investment
in the factory sector (Sankaranarayanan and Bhai 1994). As an edi-
torial entitled “Tempting the Investor” recently noted, “the State’s
labour problem is confined to the unorganized sector (primarily
headload workers) and cannot be solved unless their demands—se-
curity of tenure, wages, welfare schemes and so—are met.”?’

The response of the state has been twofold: the first has been to
initiate targeted welfare programs to provide these casual workers
with some degree of security. Since 1987, the legislature has, with
bipartisan support, enacted welfare schemes in all the major unor-
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ganized sectors. The second has been to draw on the model of the
IRCs in initiating tripartite negotiations and designing new indus-
trial and labor policies.

Coir production, which employs roughly half a million workers
in the treatment, spinning, and weaving of coconut fiber, is a case in
point. Unions have historically opposed mechanization and sup-
ported price controls on the supply of coconut husk from which the
coir fiber is extracted. In the face of increasing competition from
Tamil Nadu and Sri Lanka in the 1980s, the unions, coir manufactur-
ers, and the state agreed in 1990 to an ambitious restructuring plan
involving mechanization, price deregulation, extension of the coop-
erative sector, and job retraining. The plan’s principle architect has
described it as a “social consensus project.”?® The accord rests on an
explicit compromise: in exchange for their support of phased mecha-
nization, the unions have been guaranteed a degree of institutional
control (through the cooperative sector) over the modernization
process.

The most dramatic example of cooperation between the state
and unions in formalizing labor relations and containing militancy
comes from the headload sector. More commonly known as “coo-
lies,” headload workers have historically been among the most de-
graded, socially and economically, of all occupational groups.?
Although physically demanding, the work is unskilled and semi-
permanent. These conditions favored the development of spot mar-
kets in labor, with few barriers to entry, although hiring patterns
were often on communal or caste lines.

Headload workers first organized in urban markets as part of
the larger mobilization of laborers in the 1950s. Local unions success-
fully established a “complex system of work sharing, compartemen-
talization of the labour market, specification of tasks and elaborate
wage schedules” (Vijayasankar 1986: 23). The localized character of
unions coupled with the absence of a legally sanctioned bargaining
framework, however, produced particularly disruptive forms of
militancy. Because of fierce inter-union rivalries, coupled with the
fact that headload workers in Kerala have a long history of serving
as the muscle-men (goondas, as they are known in India) for political
parties,?® agitations were often violent (often pitting CPM workers
against merchants with ties to communal organizations) and extor-
tionate practices not uncommon. Strike actions paralyzed large mar-
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kets, closed down factories, and had a disruptive ripple effect on the
entire economy.*! The payoff for headload workers was, however,
handsome. Since 1964 real wages have climbed steadily (Vi-
jayasankar 1986). In the mid-1980s, urban headload workers com-
manded wages that were 75 percent higher than those of factory
workers (Kannan 1992: 17).%2

Recognizing, as one government official put it, that “the lack of
governmental legislative regulation of employment conditions and
wage levels was leading to a state of anarchy in the headload labor
market all over the state” (Vijayasankar 1986: 120), a CPM-led gov-
ernment acted by legislating the Headload Workers Act (1980) and
a companion bill, the Kerala Headload Workers (Regulation of Em-
ployment and Welfare) Scheme (1983). The scheme is particularly
significant because it represents by far the most ambitious effort of
its kind in India.?® Through state intervention and a tripartite corpo-
ratist formula, the scheme aims to institutionalize contractual rela-
tions of employment in a casual labor market.3*

The scheme regulates conditions of work (work hours, carrying
loads), strengthens the arbitration role of the Labour Department,
establishes a broad range of welfare measures, and most importantly,
creates self-governing local tripartite committees charged with reg-
istering, pooling, and compensating workers. Constituted in major
markets and composed of equal numbers of Labour Department
officials, union representatives, and merchants, the committees ne-
gotiate wages and bonuses for two-year periods and allocate work
to union-based labor pools.

The implementation of the schemes did at first elicit resistance
from some unions. While the pooling system has largely been pat-
terned after the segmented labor markets carved out by the unions,
there have been fears that this institutionalization will erode the
unions’ capacity to enforce entry barriers. Some local union bosses
also opposed the formalization of transaction costs because it effec-
tively eliminated their brokerage fees. As one Labour Department
official put it, “With this regulatory system, there is less room for
unscrupulous practices.” But the committee system has been aggres-
sively pushed by the labor federations, in particular the CITU.3 Wel-
fare Board officers readily credit the CITU with having successfully
mobilized worker support for the scheme.

Merchants have also, by all indications, benefited from the dra-
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matic decline in conflicts, the steady and regulated supply of labor,
and the formalization of pay scales. The Secretary of the Ernaukulam
Chamber of Commerce noted that with fixed wages, there is less
room for arbitrary exactions. “Even in cases where the costs to mer-
chants are higher [because of the 25 percent administrative and wel-
fare levy] they still prefer the new system because it operates more
smoothly.”3¢

As of 1992, committees had been established in thirteen major
urban markets covering 8,000 workers, and total committee receipts
amounted to Rs. 13 million.*” Ten thousand additional workers were
slated to be incorporated into the scheme in 1993. The Headload
Workers Scheme has been so successful that a government commit-
tee has recommended its extension to all casual labor markets (GOK,
State Planning Board 1990).

In a relatively short period of time the headload sector has
progressed from a classic case of an informal, unorganized spot mar-
ket in labor, embedded in patron-client networks, to an open, com-
petitive but conflictual and disorganized exchange between local
power groups, to a formalized and bureaucratized exchange relation
governed by tripartite corporatist institutions. In the absence of in-
stitutional and legal moorings, and rooted as it was in local condi-
tions, militancy originally took a particularly disruptive form. With
labor enjoying strategic control over the labor process and capital
having no exit option, the returns on militancy were high. Under
these conditions of unbounded conflict, the logic of collective action
exacted high social and economic costs. This ultimately necessitated
the intervention of the state, which through legislative and admin-
istrative reforms secured an institutional basis for formal contractual
relations. State action was facilitated by the support of the CPM,
which was eager to bring rogue local unions into line.

Formalization and bureaucratization have allowed for the in-
stitutionalization of labor gains while reducing externalities. Trans-
action costs have been reduced. Payoffs to intermediaries, down
time resulting from disputes, and the costs of negotiation have been
replaced by a relatively streamlined administrative system. Because
the scheme is entirely self-financing (all administrative costs are cov-
ered by levies), the state exchequer is spared further strain.3® More-
over, the forced savings and deferred wages of the welfare fund
guarantee long-term welfare benefits generally reserved for the or-
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ganized sector.

State intervention has thus helped secure collective goods that
were beyond the logic of the previous system of labor relations. But
the rationalization of the headload sector does not simply follow
from the penetration of a modern bureaucratic state. It was made
possible by mobilization from below. The pooling system through
which workloads are allocated is thus little more than an adminis-
trative revamping of the market barriers the unions had secured.
Implementation of the scheme, moreover, relies entirely on the or-
ganizational capacity of the unions. The Chief Executive of the Wel-
fare Board was categorical on this point:

There is no possible way for the Labour Department to supervise
the working of the scheme at the field level. We have neither the
financial nor the administrative capacity. The scheme can only
work if it is actually implemented by the workers.?

5. CONCLUSION

The “synergy” of state and class mobilization in Kerala has
produced two forms of social capital. The first underwrote the pro-
vision of redistributive goods; the second facilitated class coordina-
tion.

Mobilization along class lines and democratic institutions trig-
gered a virtuous cycle of collective action. Under the leadership of a
Communist Party that was committed to building a broad-based
coalition of lower class groups, urban workers and the rural poor
agitated, built associations, and won elections. The instrumental and
universalistic character of the movements’ demands invited effective
state intervention. The mobilizational resources of lower class
groups combined with the legal and bureaucratic capacity of the
state to successfully transform the institutions and property rela-
tions of a traditional, vertically organized social structure. With this
came the “deepening” of democratic structures (O’'Donnell 1993) as
the leveling of social forces (in particular the demise of traditional
rural elites) saw representation and engagement replace patronage
and dependency. The degree to which state-society interactions pro-
moted the expansion of “public legality” and associationalism is
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most dramatically illustrated by the successful mobilization of the
unorganized sector. The most visible product of this synergy be-
tween a society mobilized along class lines and a democratically
accountable state has been the efficient and comprehensive provi-
sion of social services and the development of human capital re-
sources.

The “embedded autonomy” (Evans 1995) of the state, however
conducive to social development and redistributive reforms, was by
its very nature antithetical to the forces of the market in a dependent
economy. Financial capital is mobile; social capital is not. The labor
movement was faced with the vexing dilemma that too much collec-
tive action in an economy governed by private investment is a nega-
tive-sum game.

The decline of militancy and the emergence of class compro-
mises, however, suggest that the labor movement has come to terms
with the limits of militancy. In the case of severe economic crises
social actors in a poorly institutionalized democracy will resort to
disaggregated strategies and seek to “privatize” the state, making
the formulation and pursuit of long-term collective goals all the
more difficult (O’'Donnell 1993). In India, the increasing fragmenta-
tion of the polity, the much discussed “deinstitutionalization” of the
Congress Party, and the resurgence of electoral alliances rooted in
parochial loyalties appear to be a case in point. In Kerala, the disci-
plined and programmatic character of the party, rooted as it is in the
solidaristic politics of class, has allowed for a more strategic and
aggregated response to the challenge of reconciling redistribution
with growth. In the factory sector, organized labor has embraced
increased productivity as the basis for a positive-sum coordination
of class interests. In the unorganized sector, the organizational ca-
pacity of unions has been combined with bureaucratic intervention
to formalize conditions of work in an effort to stabilize labor rela-
tions and provide a more secure investment climate.

The rules of the game that facilitated such strategic actions are
a product of the state’s relationship to organized social forces. State
actions gave institutional expression to the interests of organized
labor, facilitating what Cohen and Rogers call an “artful democratic
politics of secondary associations” in which “public powers are used
to encourage less factionalizing forms of secondary associations”
(1992: 395). Specifically, this is reflected in the extent to which the
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industrial relations system in Kerala favors collective bargaining be-
tween organized interest groups and tripartite mediations over the
“involuted pluralism” and compulsory adjudication of the national
labor scene. But how has the interaction of the state with organized
working-class interests specifically contributed to increasing the
likelihood of positive-sum forms of class cooperation?

First, this interaction has created well-defined interlocutors
with whom the state can formulate and negotiate policy initiatives.
Second, in its welfare capacity the state has created the material basis
for class compromise by providing basic public goods and social
protection to the most vulnerable sections of society. Third, a wide
range of state institutions, from pension funds to welfare boards,
labor courts, IRCs, minimum wage committees, and so on, have cre-
ated both the distributional mechanisms as well as the formally de-
fined and legally enforced procedures through which conflicting
interests can be mediated. The cycle of iterated negotiations between
these groups has made the interdependence of interests more trans-
parent and outcomes less uncertain. Overall, this has increased the
possibilities for class cooperation.

Whether this will secure future economic growth remains an
open question, particularly in light of Kerala’s dependence on both
the national and world economy. Nonetheless, what is certain is that
the synergy between working-class mobilization and state capacity
has directly contributed to building the political and institutional
foundations most likely to effectively “manage” the contradictions
of democratic capitalist development.

NOTES

I would like to thank Peter Evans, Meenu Tewari, and Bishwapriya Sanyal for
their helpful comments on an earlier draft of this paper, as well as all the
participants at the conference on Government Action, Social Capital Formation
and Third World Development, sponsored by the American Academy of Arts
and Sciences, Cambridge, 5-6 May 1995. My greatest debt is to Peter Evans,
Michael Burawoy, and Michael Watts, who have commented on many of the
earlier versions of the arguments presented here.

1. The retention rate in primary schools—the percentage of children having



78  Patrick Heller

entered primary school who complete the fifth grade—is 82 percent in Kerala,
compared to 26 percent for India (Weiner 1991: 174).

2. In 1989-90, per capita expenditures on health and education in Kerala were
36 percent higher than the average for all states (GOK, Kerala Budget in Brief,
1992: 59).

3. Jeffrey notes that as early as the 1950s, “Education was a commodity that
governments could take credit for distributing—or be blamed for withholding”
(1992: 55).

4. The split was occasioned by the decision of the CPI to favor a broad nationalist
alliance with the national bourgeoisie. The CPM categorically rejected coopera-
tion with the Congress and captured most of the Communist mass base that same
year by winning 21 percent of the popular vote, compared to 8.1 percent for the
CPI, in mid-term legislative elections. In the 1987 elections, which were won by
the CPM-led Left Democratic Front, which includes the CPI, the results were
almost identical (22.84 percent and 8.07 percent respectively).

5. The power of Communist unions in the rural sector is virtually unchal-
lenged. In the industrial sector, the CPM-affiliated Communist labor federation,
the Centre of Indian Trade Unions (CITU), is the largest (415,000) and most
disciplined in the state. The Congress-affiliated Indian National Trade Union
Conference (INTUC) is smaller and more loosely structured. Nonetheless, it is
present in most large factories, and as one party leader noted, “because of the
influence of the CITU, only in Kerala is the INTUC a “front organization for
the Congress” (interview, A. C. Jose, 7 July 1992, Ernaukulam).

6. The classic statement of this theory is, of course, Huntington’s (1968). Kohli
(1987) has given this argument new life and a new twist by arguing that the
success of the CPM’s attack on poverty in West Bengal is a function of regime
characteristics—its organizational coherence and its long tenure in power (since
1977).

7. For a comprehensive discussion see the special issues of Economic and Po-
litical Weekly, 1-8 September and 15 September 1990.

8. In 1991, there were 1.62 million workers in Kerala’s organized sector (all
nonagricultural enterprises with ten or more workers), or 27 percent of the
nonagricultural workforce (CMIE 1993: table 9.6). Of this total, the registered
factory sector accounted for 0.37 million workers (GOK, State Planning Board,
Economic Review, 1992).

9. Itis also worth noting that efforts to formalize the informal sector in Kerala
and bring more workers under the purview of the law run counter to the global
trend of increasing informalization.

10. Interview, 3 April 1992, Trivandrum.

11. Calculated from CMIE (1993: table 8.10).
12. Interview, 12 November 1992, Ernaukulam.
13. Interview, 22 November 1992, Ernaukulam.

14. In 1962-63 out of 141 work stoppages, 121 were precipitated by the bonus
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issue (Nair 1973: 85).

15. As one industrialist put it, “Unions didn’t understand that there is a profit-
wages nexus. Profits were seen as the concern of management.”

16. At the national level, the Bonus Act (1965), while including provisions for
productivity linking, ties bonuses to profits. A series of case studies and com-
mentaries by industrialists and trade unionists collected in Suri (1981) indicates
that only a small percentage of factories in India have adopted effective wage-
productivity schemes. The existing practice of negotiating bonus payments on
a yearly basis is generally viewed as being the most common cause of industrial
conflict.

17. Interview, 12 November 1992, Ernaukulam.

18. CPM Chief Minister E. K. Nayanar, having noted the recent period of labor
peace, gave this sales pitch at a conference of industrialists in Bombay: “Let us
work together on the principles of fair wages and fair profits,” reassuring
prospective investors that “our Labour Department would act swiftly in case
of any dispute” (cited in Herring 1991: 7-23).

19. Interview, 19 November 1992, Ernaukulam.

20. It is too early to tell if class compromise will successfully underwrite sus-
tained accumulation. A poorly developed industrial base, the geographical
concentration of national capital in historical growth centers and lingering
perceptions of Kerala as a bastion of labor militancy present formidable barri-
ers. There are, however, some positive indications. In his analysis of total factor
productivity in Kerala’s registered factory sector during 1976-87 Arun (1992)
found a growth rate of 7.11 percent, which was significantly higher than the
national figure of 3.9 percent. Capital, moreover, would appear to be respond-
ing. After a two-decade-long drought of private investments, a number of
high-profile large business houses have recently invested in Kerala, most no-
tably the Tatas, Birlas, and BPL group.

21. Calculated from CMIE (1993: tables 9.5 and 9.6).

22. The lower figure is from the 1981 census, the higher figure from a Labour
Ministry study that included children paid in kind as well as in cash (Weiner
1991: 21).

23. Breman actually makes the claim that the informal sector has persisted
because of state intervention: “Under government surveillance, unfree labour
and capitalist production relations are quite compatible one with the other”
(Breman 1993: 189).

24. Drawing on CSO National Accounts Statistics, Sen has calculated that in-
come per worker in India in 198485 (in 1970 prices) in the unorganized sector
was Rs. 1,324, compared to Rs. 6,300 in the organized (private) sector. The gap,
moreover, has been steadily increasing with unorganized wages falling from
26.6 percent of organized wages in 1960-61 to 21.0 percent in 198485 (Sen 1991:
table 3). In a detailed survey of sixteen occupations in Bombay, Deshpande
found that factory workers earned Rs.477 per month compared to Rs. 280 for
small sector workers and Rs.181 for casual (unorganized) workers (1983: 26).
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25. There are noreliable official data on levels of unionization in this sector (only
unions in the organized sector submit official returns). There is general agree-
ment that Kerala is the only state in India where a sizeable section of workers in
this sector have been unionized (Singh 1991; Kannan 1992). Figures obtained
from the CITU for the district of Trivandrum, however, provide a rough measure.
Although nominally an industrial trade union federation, over 80 percent of
registered members were in the unorganized sector. Out of a total of 63,031
members, almost two-thirds were headload, construction, or coir workers.

26. GOI, Office of the Registrar General and Census Commission (1988: table
3:4). Figures given are the unweighted average of male and female rates.

27. Indian Express (Cochin), 22 September 1992.

28. Interview with Thomas Isaac, Chairman of the Task Force on the Coir
Industry, 10 November 1992, Trivandrum.

29. The use of the term headload worker, chumattu thozhilali, is itself an explicit
rejection of the low social status associated with the term coolie.

30. This pattern, as one IAS officer suggested to me, probably has its historical
roots in the black marketeering of World War II, when headload workers dou-
bled as hired hands for merchants who engaged in illicit trading activities.

31. “Some sections of these headload workers were holding the business com-
munity to ransom by demanding unreasonable wages and not allowing any-
body else to work in their areas of operation, especially in the export processing
zones and in huge godowns [warehouses], where lightening strikes brought all
work to a standstill for days. Export orders have been known to be canceled
as a result of expired deadlines and the entire economy of the State was affected
adversely by this section of workers” (Indian Express [Cochin], 23 June 1993).

32. While wages in the rural sector are not as high, they are nonetheless closely
linked to urban rates (Krishnan 1991).

33. Following a series of strikes in Bombay, headload workers (hamalis) came
under a 1968 law designed to formalize work conditions. A “milestone in the
jurisprudence on informal sector labour in West India . . . in practice, the regu-
lation of head loaders’ labour was probably fated to be short, undoubtedly
linked to the absence of a strong trade union movement” (Breman 1993: 160).
Breman specifically notes that union involvement in Kerala has made regula-
tion of the industry effective.

34. The scheme directly addresses the principal demand of workers in the
unorganized sector. In the words of one party official: “As rightly characterized
by the headload workers” movement a worker in the informal sector is a nathan
illatah thozhilali—i.e. a worker without a master or a citizen disowned by the
society. This movement had declared its primary objective to be to discover or
identify a master for the headload worker” (K. Vijayachandran, interview, 6
July 1992, Ernaukulam).
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35. In interviews a number of CITU officials candidly acknowledged that the
scheme was a means to tame its affiliated local unions, which had become
“unruly” and “irresponsible.”

36. Interview, P. P. Thomas, 20 November 1992, Ernaukulam.

37. All figures are from the Finance Officer and the Chief Executive of the
Kerala Headload Workers Board, Ernaukulam, 14 July and 18 November 1992.

38. Not all workers see the new bureaucracy as an improvement. One com-
mented that “the entire staff are maintained with the sweat and tears of the
workers.” It should be pointed out that the Rs. 2,500 monthly salary of headload
workers in the busier markets is significantly higher than the pay for lower
division clerks.

39. As originally designed, the labor pools were to be directly administered by
staff members. This system proved too expensive and lacked flexibility. Elected
pool leaders have proven to be the linchpin of the pool system, acting as
intermediaries between the pools and the committees.
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CROSSING THE GREAT DIVIDE: COPRODUCTION,
SYNERGY, AND DEVELOPMENT

Elinor Ostrom

Summary: Coproduction is a process through which inputs from
individuals who are not “in” the same organization are trans-
formed into goods and services. Two cases are presented—one
from Brazil and one from Nigeria—where public officials play a
major role. In Brazil, public officials actively encourage a high level
of citizen input to the production of urban infrastructure. In Nige-
ria, public officials discourage citizen contributions to primary
education. The third section of the paper provides a brief overview
of the theory of coproduction and its relevance for understanding
the two cases. The last section addresses the implications of copro-
duction in polycentric systems for synergy and development.

1. HYPOTHETICAL DIVIDE

In his introductory essay for this symposium, Peter Evans iden-
tifies a strong divide between “a market-based logic of development
and traditional theories of public administration” (Evans 1996). He
identifies Judith Tendler’s concept of blurred public-private bounda-
ries and my work on coproduction as “radical” and potentially of-
fending to “everyone’s sense of propriety”:

Public Administration purists see it as threatening the insulation
necessary for clearheaded decisions that are in the public interest.
Market advocates see it as hopelessly muddying the logic of in-
dividual incentives and rational resource allocation (Evans 1996).

Since I think the great divide between the Market and the State
or between Government and Civil Society is a conceptual trap aris-
ing from overly rigid disciplinary walls surrounding the study of
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human institutions, 1 am delighted to be considered a radical. If
trying to remove artificial walls surrounding disciplines is offensive,
I regret assailing individual senses of propriety. I proceed on the
assumption that contrived walls separating analysis of potentially
synergetic phenomena into separate parts miss the potential for syn-
ergy (see V. Ostrom 1995). By developing more fully the theory of
coproduction and its relevance to the study of synergy and develop-
ment, I hope to change the views of social scientists toward the
hypothetical “Great Divide.”!

My own approach to breaching the great divide utilizes the
concept of “coproduction.” By coproduction, I mean the process
through which inputs used to produce a good or service are contrib-
uted by individuals who are not “in” the same organization. The
“regular” producer of education, health, or infrastructure services is
most frequently a government agency. Whether the regular producer
is the only producer of these goods and services depends on both
the nature of the good or service itself and the incentives that en-
courage the active participation of others. All public goods and serv-
ices are potentially produced by the regular producer and by those
who are frequently referred to as the client. The term “client” is a
passive term. Clients are acted upon. Coproduction implies that citi-
zens can play an active role in producing public goods and services
of consequence to them.

To provide grist for the discussion of coproduction in section 3,
I discuss two experiences with coproduction in developing coun-
tries. One is based on excellent, detailed case materials by other
scholars, and the second is based on my own and colleagues’ field-
work. In both cases, public officials play a major role: in the first case,
public officials actively encourage an unusually high level of citizen
input to the production of public goods. In the second case, the
actions of public officials discourage citizen contributions. The first
occurs in a somewhat unlikely sector: peri-urban water and sanita-
tion. The second occurs in a sector where one would hope to find
relatively high levels of coproduction: primary education.? In section
3 of this paper, I present a brief overview of the theory of coproduc-
tion and use it to explain some of the patterns of relationships dis-
cussed in section 2. In the last section of the paper, I address the
implications of coproduction for the study of synergy and develop-
ment.
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2. EMPIRICAL CASES

(@) ACTIVATING COPRODUCTION OF URBAN INFRASTRUCTURES IN BRAZIL

Constructing major infrastructures, especially water and sani-
tation works in urban and peri-urban areas, is not where one would
first look to find important, replicable examples of effective copro-
duction in developing countries.? Because of the technical expertise
needed to design effective public works, the considerable economies
of scale present in large-scale construction projects, and the difficult
legal problems of acquiring rights-of-way across private lands, most
analyses of infrastructure have presumed that the provision of infra-
structure was best performed in the public sector (but see World
Bank 1994 and E. Ostrom, Schroeder, and Wynne 1993). The actual
construction of infrastructure facilities has usually been undertaken
by public agencies themselves or arranged for by these agencies
through contracts with large-scale, private for-profit contractors.
The opportunities for illegal side payments in this form of provision
and production are substantial.

This system has not, however, been successful in providing safe
water and adequate sanitation to citizens living in developing coun-
tries even after a decade (1981-90) devoted by the international do-
nor community to enhancement of drinking water supply and
sanitation. While the percentage of urban dwellers receiving water
and sanitation increased during 1980-90, the absolute number of
urban dwellers without adequate sanitation rose by about 70 million
people (Briscoe and Garn 1994: 3). In a few large cities in developing
countries, such as Karachi and Christy Nagar in Pakistan, and in
Brasilia, Recife, Natal, and several smaller urban areas in Brazil, the
number of housing units connected to a low-cost waterborne sanita-
tion system has, however, been growing steadily throughout the
1980s (Watson 1995: 10-12). In Brazil alone, more than 75,000 con-
nections serving 370,000 residents have been made to this type of
“condominial system”—so called since it is like a system that might
be designed for a co-owned apartment building. The living units
exist on a horizontal plane, however, rather than in vertical relation-
ships to one another.

The Recife-based Brazilian engineer Jose Carlos de Melo iden-
tified in the 1980s a number of institutional factors which, he argued,
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exacerbated the problems of developing countries already facing
extreme financial constraints. First, centralizing infrastructure pro-
vision at the national level kept municipalities from access to deci-
sion-making responsibilities and resources in this area. Second,
excessively high engineering standards set in a capital city were
inappropriate, de Melo argued, for bringing better service to poorer
regions and neighborhoods. Third, citizens were themselves helpless
to do anything about squalid conditions even though they possessed
skills and time that could be applied toward solving aspects of the
problems they faced. While the proportion of the Brazilian urban
popu