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Abstract

In addressing Third World housing problems, the voluntary sector, characterized by
voluntarism and community involvement, plays a crucial role in filling the gaps left
by the public and private sectors. Although the voluntary sector is more flexible than
public bureaucracy and is not constrained by profit-making goals of the private sector,
it suffers from voluntary failure and faces accountability issues.

In this article, I argue that enabling the voluntary sector requires building synergistic
relationships among the three sectors. I propose that intersectoral and intrasectoral
institutional structures are crucial in building the synergy. Two aspects of the insti-
tutional structures need to be taken into account in this respect. First, the structures
should allow for voluntarism and autonomy. Second, the structures should support the
voluntary sector in financial, administrative, legal, and technical issues. I illustrate
these structures by drawing on cases from Thailand, India, and the United States.

Introduction

In addressing Third World housing problems, the voluntary sector plays a crucial role in filling the
gaps left by the public and private sectors. The voluntary sector covers a broad array of organizations,
which are characterized by voluntarism and strong local community involvement. It is more flexible
than the bureaucracy of the public sector, and, unlike the private sector, it is not motivated by
profit-making goals; however, it faces voluntary failure and accountability issues.

Although the characteristics of the voluntary sector are distinctive, its functioning is not indepen-
dent of the public and private sectors. I argue that enabling the voluntary sector requires building
synergistic relationships with the other two sectors to mutually reinforce each other’s capacity

to address housing problems. Fostering synergistic relationships with the voluntary sector helps
expand the welfare arm of the public sector and builds social capital. Synergy with the private

Cityscape: A Journal of Policy Development and Research ¢ Volume 11, Number 1 * 2009 Cityscape 33
U.S. Department of Housing and Urban Development e Office of Policy Development and Research



Ganapati

sector helps expand the capital base of the voluntary sector. In this sense, partnerships between the
public sector and voluntary sector, between the private sector and voluntary sector, or among all
three sectors enhance the capacity of the voluntary sector.

Synergy, however, cannot be taken as a given. Partnerships could be productive if sectors mutually
reinforced each other’s strengths, but partnerships could also become unproductive if relationships
among sectors became adversarial. Furthermore, state involvement in enabling the voluntary sector
is inherently paradoxical because voluntarism cannot be mandated. Because of these limitations,

I propose that the state policies should focus on building institutional structures that can foster

the synergy. Institutional structure refers to the manifest forms of relationships among organizations
(for example, horizontal networks, hierarchical structures). The structure could be intersectoral or
intrasectoral, and it could be formal or informal. Appropriately designed institutional structures
could aid in both enhancing the strengths and mitigating the weaknesses of the voluntary sector. In
this respect, I examine three cases: Community Organizations Development Institute (Thailand),
Society for Service to Voluntary Agencies (India), and Community Development Corporations
(United States). I argue that two aspects of the institutional structures are significant. First, the
structures should allow for voluntarism and autonomy of the voluntary sector; they should encour-
age flexible accountability mechanisms of the voluntary sector. Second, institutional structures
should support the voluntary sector in financial, administrative, legal, and technical issues. The
forms of institutional structures could differ between countries, depending on the political and
historical contexts.

The remainder of the article is organized as follows. The second section outlines the characteristics
of the voluntary sector. The third section explores the need for synergy in reinforcing voluntary
sector activities. The fourth section explores the role of institutional structures in building the syn-
ergy. The fifth section gives case illustrations of how the synergy is achieved through institutional
structures in Thailand, India, and the United States. The sixth section outlines the significant fea-
tures of the institutional structures to enable the voluntary sector. The seventh section concludes
with the major lessons.

Characteristics of the Voluntary Sector

The voluntary sector encompasses a broad range of organizations, including nongovernmental
organizations (NGOs), philanthropic organizations, community-based organizations (CBOs), grass-
roots organizations (GROs), nonprofit organizations (NPOs), and cooperatives. These organizations
differ in terms of their membership characteristics, financial sources, and groups they serve. For
example, NGOs, NPOs, and philanthropies are typically voluntary organizations funded by other
agencies (public, private, or philanthropic) to provide housing-related services to the homeless and
slumdwellers. CBOs, GROs, and cooperatives are typically membership organizations that promote
the collective interests of their members. Their funding is often internally generated through their
members. Whereas CBOs and GROs are loosely structured local associations, cooperatives are
structured on collective ownership.

Voluntary sector organizations differ in their scope and type of activities. The scope of their
activities ranges from international to national to local levels. The nature of activities at these three
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levels differs. For example, international organizations typically provide financial support to local
organizations; national organizations act as umbrella organizations or networks of locally based
organizations. Furthermore, voluntary sector organizations could be involved in advocacy (that is,
defending a cause) or operational activities (that is, direct provision of services). These divisions,
however, are not mutually exclusive; that is, some organizations could be involved in both advo-
cacy and operational activities (for example, they could protest eviction of slumdwellers, champion
for slumdwellers’ rights to housing, provide basic infrastructure and health services in slums, and
so on). Furthermore, voluntary sector organizations are contextual, based on the country’s legal
framework. For example, in the United States, the sector comprises mainly the tax-exempt non-
profits, which cannot distribute their profits to their principals. Indeed, because of the voluntary
sector’s varied nature, defining and classifying the voluntary sector is a problematic issue (Morris,
2000; UNCHS, 1992; Vakil, 1997).

Despite the variations among voluntary sector organizations, it is useful to broadly distinguish
them from the public and private sectors for international comparative studies (Gidron, Kramer,
and Salamon, 1992; Salamon and Anheier, 1997). Whereas public and private sector agencies

are based on the principles of vocation and income maximization, respectively, voluntary sector
organizations are based on the principle of voluntarism (Brett, 1993). Public sector agencies are
broadly governed by the polity and can invoke the coercive power of law to commandeer resources
(for example, through eminent domain, zoning, taxation, preferential regulations). Private sec-

tor agencies are governed by market forces, and their resources depend on their profitability.
Voluntary sector organizations promote the interests of their own members or other vulnerable
groups. They usually are self-governing, depend on charitable donations, and are not motivated by
profits. Hence, “in the public sector, this means bureaucratic hierarchy associated with democratic
accountability and, in the private sector, profit and accountability to the market,” while voluntary
organizations are private bodies motivated by “principles of obligation and reward based on
solidarity or purposive incentives” (Brett, 1993: 276).

The voluntary sector has been especially useful in filling the gaps left by failures of the public and
private sectors. Public sector intervention is typically prompted due to the private housing market
failures; however, public sector agencies also fail and do not fully compensate for housing market
failures. Private housing markets fail due to externalities of urban housing and land markets
(Whitehead, 1983), lag time in reaching equilibrium between housing supply and demand, and
information asymmetry between sellers (developers) and buyers (households). Public sector
intervention to correct these housing market failures could also fall short of expectations. Public
bureaucracies are inefficient because of their rigidity and inflexibility. Government failures are
most evident in public housing, which, in addition to suffering from poor construction and bad
management, also incurs higher costs. Indeed, inefficiency of the “top-down” public housing
programs paved the path for “bottom-up,” self-help housing approaches during the 1970s (Rodwin
and Sanyal, 1987; Turner, 1976).

Since the late 1980s, a renewed policy interest in voluntary sector organizations has occurred with
the emergence of the enabling approach. This approach emerged essentially in response to the
failure of conventional public-sector strategies in addressing housing problems (UN-HABITAT,
2005). It seeks to remove institutional constraints hindering the efficiency of housing markets,
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thus enhancing the role of the private sector (World Bank, 1993). Following this approach, several
countries cut back on the public provision of housing; however, the private market has not been
able to fulfill these housing needs either because of the peculiar features of the land or because of
housing market externalities (Baken and Linden, 1992). In the face of the public-sector retreat and
the market inefficiency, voluntary sector organizations have a greater onus in extending the welfare
arm of the state to fulfil the housing needs of those excluded from the formal housing market.

The voluntary sector fills the gaps left by market and government failures by acting as private pro-
ducers of collective goods (Weisbrod, 1975). For example, in many developing countries, NGOs,
CBOs, and cooperatives have taken up the task of providing collective goods such as streets, play-
grounds, water supply, sewage, and sanitation. The voluntary sector also extends the welfare state
to the benefit of the poor in at least three ways. First, voluntary action complements public-sector
efforts in targeting services to the poor who are left out of the private housing market. Second,
voluntary sector organizations empower local communities by mobilizing collective action. For ex-
ample, NGOs have mobilized collective action among slum and pavement dwellers in developing
countries to obtain tenure security and basic services. Third, voluntary sector organizations have
been able to implement nontraditional housing finance systems such as microcredits and group-
lending programs to provide credit to the poor (who are usually not catered to by formal banks
because of their lack of collateral, unstable income, and high transaction costs) (Mitlin, 1997).

Voluntary sector organizations that have strong ties with the local community can design and
implement programs that are more responsive to the local needs. They are more flexible than the
public sector. The United Nations Centre for Human Settlements (UNCHS) (1996) identified three
roles for NGOs as agents of the local community:

¢ Enablers (that is, community developers, organizers, or constituents) alongside CBOs.

* Mediators between the people and the authorities that control access to resources, goods, and
services.

o Advisers to state institutions on policy changes to increase local access to resources and to use
these resources in locally determined ways.

Voluntary sector organizations have a much broader role, however, than fulfilling these three
responsibilities. They provide exemplary norms of civic conduct through their public involvement.
They enhance the community’s stock of social capital. Social capital implies “social networks,
norms of reciprocity, mutual assistance, and trustworthiness.” (Putnam and Feldstein, 2003: 2)
Social capital is a productive feature intrinsic to voluntary groups, networks, associations, and so
on (Coleman, 1990). In economic terms, social capital reduces transaction costs and, in political
terms, it increases public involvement to support informal and formal decisionmaking processes
(Fukuyama, 2001). In membership organizations such as CBOs and cooperatives, norms of trust
and reciprocity are contained within the group; in other organizations such as NGOs and NPOs,
such norms extend beyond the organizational circles. Several scholars have emphasized the signifi-
cance of social capital for housing and community development, particularly through the voluntary
sector organizations (Ganapati, 2008a; Gittell and Vidal, 1998).
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As with the public and private sectors, the voluntary sector has its weaknesses. These weak-

nesses stem from voluntary failure. Salamon (1987) identified four sources of such failure. First,
voluntarism suffers from philanthropic insufficiency; that is, the voluntary sector cannot raise enough
resources to provide collective goods adequately. Second, voluntarism suffers from philanthropic
particularism; that is, the voluntary sector focuses on particular subgroups of the population, so
that other deserving subgroups may not be adequately represented. Third, voluntarism suffers
from philanthropic paternalism; that is, the voluntary sector may assist in such areas where it per-
ceives a need, rather than providing assistance based on assessed local community needs. Fourth,
voluntarism suffers from philanthropic amateurism; that is, the voluntary sector may not be capable
of professionally dealing with local community problems.

In addition to voluntary failure, the voluntary sector faces accountability issues. While the public
and private sectors are accountable to the polity and the market, respectively, accountability in the
voluntary sector is more ambiguous. Accountability issues are less problematic in membership or-
ganizations such as CBOs and cooperatives—these organizations are accountable to their members,
who are usually both the fund providers and the beneficiaries of services. Other organizations such
as NGOs and NPOs face multiple accountabilities because the fund providers are not the beneficiaries
of services (Edwards and Hulme, 1995). These organizations must be financially accountable to
donors (upward accountability) and politically accountable to beneficiaries (downward account-
ability). Accountability becomes critical when the state is the donor, because state-funded NGO/
NPO activities need to be broadly justifiable to the polity. In comparison to programs receiving
philanthropic and private funding, state-funded programs usually involve more red tape, cumber-
some procedural requirements, and regulatory control. Overemphasizing accountability at the cost
of flexibility, however, threatens the voluntary sector. Edwards and Hulme (1996) argued that the
dependence of NGOs on official funding may compromise their performance, distort account-
ability, and weaken their legitimacy. Indeed, a degree of flexibility is required in directing funds
according to the assessed community needs. In this respect, the private sector holds promise,
because it can be more flexible in its lending accountability procedures. By approaching the private
sector and other philanthropic groups with similar goals, voluntary sector organizations could
potentially expand their capital base while maintaining their flexible accountability.

The Need for Synergy in Reinforcing Voluntary Sector Activities

Although housing activities of voluntary sector organizations have grown over the past decade,
considerable scope exists for further expansion. Enabling a concerted growth of these organizations
is required for two reasons. First, this growth is fundamentally required to expand the welfare state
to benefit the poor. Although a reduction in the state provision of public housing is justified, an
overall decrease in state funding for housing has shrunk the welfare state. At the same time, the
formal private sector has failed to cater to the housing needs of the poor in developing countries.
The voluntary sector could complement the public sector in extending housing services for those
not served by the private sector. Second, the inherent voluntary characteristic of voluntary sector
organizations enhances the stock of social capital. Voluntary sector organizations provide exem-
plary norms of civic conduct while also acting as enablers of local community groups, mediators
between local community and public authorities, and policy advisers to state agencies.
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Although enabling the voluntary sector is desirable, state involvement in the enabling process

is paradoxical because voluntarism is hard to achieve through coercive power of the state.
Governments establish the legal and political framework within which voluntary organizations
emerge. Voluntarism cannot be mandated; it needs to be nurtured. Unlike the public sector
organizations, voluntarism is not based on political mandate. Unlike private sector organizations,
the incentives for profit making do not exist. Voluntary organizations are curtailed if governments
perceive them to be competitors in delivering services, or as critics of state programs (Bratton,
1989). Overt regulatory controls (for example, in authoritarian regimes) have the unintended effect
of reducing voluntary activities (Ganapati, 2008b; Ho, 2007). State regulations need to provide a
nurturing environment for voluntary sector activities to expand (Bratton, 1989).

Rather than regulate the voluntary sector, enabling policies should realize the synergistic
relationship between the state and the voluntary sector. Synergy calls for mutually reinforcing
relationships among the sectors, which is characterized by not only complementarity (that is, one
sector fulfilling the gap left by the other) but also embeddedness (that is, mutual interdependence)
(Evans, 1996b). Synergy enhances the voluntary sector’s capacity in providing collective goods and
in extending welfare services. Synergy is based on ties that span the public, private, and voluntary
sectors to create productive, informal networks of bureaucrats, entrepreneurs, and volunteers.
The networks build social capital by spawning informal norms of trust and reputation among the
sectors. While maintaining the comparative advantage of each sector, synergy builds partnerships
based on mutual advantage. Mutual relationships among the three sectors are important for effec-
tive voluntary sector intervention. As Edwards argued:

Making a difference to livelihoods and capacities among poor people depends on NGO
successes in fostering autonomous grassroots institutions and linking them with markets
and political structures at higher levels. (Edwards, 1999: 361)

Synergy, however, cannot be fostered based on the normative basis of comparative advantage alone.
Fostering synergy requires sensitivity to the political and historical context of relationships among
the sectors. Criticizing the comparative advantage approach, Sanyal (1998) argued that different
institutional motivations could exist among sectors. For example, the state could collaborate with
NPOs to appear neutral in its project implementations; on the other hand, NPOs could collaborate
with the state to create a track record of their activities or to influence government programs. Sanyal
(1998: 81) identified three variables in the relationship between the state and NPOs: (1) nature of
the political system (NPOs may find allies in a multiparty democratic system); (2) political affilia-
tion and sympathies of NPO leaders; and (3) the internal management and political coherence of
the political party in power (systems with centralized decisionmaking could “deter the party from
effectively mobilising the poor at the grassroots level, leaving room for NPOs to fill the void”).

Indeed, synergy cannot be taken for granted and the evolution of productive relationships is not
automatic (Rosenau, 1999). Several types of relations among the public, private, and voluntary
sectors have been identified in scholarly literature. Gidron, Kramer, and Salamon (1992) identi-
fied four models of political relationships between the state and the voluntary sector in Europe:
state-dominant, voluntary-sector dominant, dual, and collaborative. Coston (1998) identified
eight modes of relationships between the state and NGOs depending on the state’s attitude toward
institutional pluralism. On an increasing scale of tolerance toward institutional pluralism (that is,
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authoritarian to decentralized governments), these modes are repression, rivalry, competition, con-
tracting, third party, cooperation, complementarity, and collaboration. Furthermore, differences
could exist among institutional interests of the sectors. Najam (2000), for example, identified four
possible relationships between the state and the voluntary sector based on institutional interests
and preferences for policy ends and means: cooperation in case of similar ends and means,
confrontation in the case of dissimilar ends and means, complementarity in case of similar ends
but dissimilar means, and co-optation in case of dissimilar ends but similar means. In such a range
of plausible scenarios, Evans (1996b: 1119) argued that synergy is “most easily fostered in societies
characterised by egalitarian social structures and robust, coherent state bureaucracies.”

Although a range of relationships exists among the three sectors depending on the context, these rela-
tionships are not static—they are dynamic and evolve over time. In his comparison of government-
nonprofit relations in four countries (the United States, the United Kingdom, Israel, and Japan),
Young (2000: 168) argued that “the emphasis on supplementary, complementary, and adversarial
relationships has changed over time within all four countries.” Synergy could arguably be said to
increase as more collaboration exists among sectors and as the political economic environment
exhibits more tolerance for institutional pluralism. Some authors argue that the seeds for synergy
could be sown even in unfriendly circumstances by creating sustainable long-term relationships. In
his comparative study of four NGOs in Asia, Edwards, for example, claimed the following:

When the right organizational characteristics and a supportive relationship with donors
come together, NGOs have more chance of improving the context in which they work. ...
Over time, the process becomes self-reinforcing—NGO success breeds confidence, and
confidence makes more room for effective civic action. The lesson to be learned—even in
more difficult contexts—is that NGO networking, constructive engagement with different
levels of the state, and building demand among poor people for improvements in services
and governance, can improve the legal and regulatory framework, and change donor
practice, in ways which are crucial for sustainable development on the ground. (Edwards,
1999: 372)

The Role of Institutional Structure in Building Synergy

[ propose that the core element in mediating the relationship among sectors is the institutional
structure, which is a key factor in building synergy. Institutions refer to the matrix of rules (formal
and informal) that forms the framework of constraints and of opportunities. The matrix provides

a behavioral guide to individuals and organizations through rules that “refer to which actions are
required, prohibited, or permitted” (Ostrom, 1986: 5). Although formal institutions (laws, policies)
are designed and enforced by the state, informal institutions (cultural norms, conventions) evolve
over time in the course of social interactions; informal institutions are less defined but more persis-
tent than formal institutions. Together, they reduce uncertainty by providing a structure for daily
life. They provide stability to relationships among organizations. The evolution of organizations is
intricately linked with the institutional framework. As North (1990: 5) argued, “Both what organi-
zations come into existence and how they evolve are fundamentally influenced by the institutional
framework. In turn they influence how the institutional framework evolves.”
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Institutional structure refers to the manifest arrangement of relationships among the three sectors
fostered by the institutions. It mediates functional and power relationships among organizations.
The structure could be formal or informal. A formal structure is based on legally binding relation-
ships (for example, contractual relationships), while the informal structure is based on customary
relationships (for example, reciprocity, trust, promise). Furthermore, the institutional structure
could be intrasectoral (that is, endogenous—within each sector) or intersectoral (that is, exogenous—
spanning the three sectors). Intrasectoral structure in the public sector may range from hierarchical
authority to more decentralized decisionmaking at local levels; in the private sector, the structure
could range from a corporation to an informal market; in the voluntary sector, the structure

could be anything from a loosely knit organization to well-established networks. The intersectoral
structures are more complex, ranging from monitoring to partnering among the three sectors. The
intersectoral and intrasectoral structures, however, are not entirely independent of each other.

Institutional structures offer opportunities for building synergistic relationships among the sectors.
Cooperation in formal structures is based on legal enforcement and in informal structures is based
on social capital. Intersectoral structures span the three sectors for productive relationships, and
intrasectoral structures build productive relationships among organizations within the sector.
Taken together, institutional structures (intersectoral and intrasectoral) aid in mutually reinforcing
the productive capacities of the three sectors. Appropriately designed institutional structures could
preserve the voluntary sector’s strengths and mitigate its weaknesses in the process of promoting
productive intersectoral relationships. Thus, reforming the institutional structure is a key aspect of
building the synergy.

Although characteristics of institutions and institutional structure are politically and historically
contextual, the state, by virtue of its authority, has an important role in designing and enforcing
institutions and institutional structures. Hence, the state could play a key role in catalyzing
synergistic relationships. Also, the process of collaboration among public, private, and voluntary
sectors to identify institutional constraints and define opportunities can, by itself, produce synergy
and strengthen intersectoral relationships. Catalyzing key features of the institutional structure that
promotes synergy could enable the voluntary sector. As Evans (1996a: 1036) argued, “the imagina-
tive application of ‘soft technologies’ of institution building and organizational change can produce
synergistic relations even under unlikely circumstances.” In his analysis of local organizations and
institutions (LOIs), Nugent similarly observed the following;

...there is evidence that the existence of the state and the rules it establishes and enforces
can strengthen and increase the efficiency of LOIs and that, at least in coalitions with
other urban based groups, LOIs can give rise to collective action increasing the power of
the state. Similar statements could be made about the relationship between markets and
LOIs. (Nugent, 1993: 629)

Case lllustrations of How Synergy Is Achieved

The following three cases illustrate how institutional structures could help build synergy. These
cases were selected from across different political and economic contexts. They are the Community
Organizations Development Institute in Thailand, the Society for Service to Voluntary Agencies in
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India, and Community Development Corporations in the United States. The cases show that the
manifest forms of the institutional structures could vary among countries yet be supportive of the
voluntary sector. Although none of these cases provides an ideal model, they all offer useful lessons
for fostering institutional structures that enable the voluntary sector.

Community Organizations Development Institute, Thailand

The Community Organizations Development Institute (CODI) in Thailand is a state-initiated,
intersectoral institutional structure established to promote the voluntary sector. The state government
established the Urban Community Development Office (UCDO) in 1992 with a grant of 1250 million
baht through the National Housing Authority. The UCDO’s main purpose was to manage the dis-
bursement of the Urban Community Development Fund to community organizations. The UCDO
promoted community savings and loan groups and provided subsidized loans to community
organizations for new housing and income generation. The community organizations onlent the
money to their members. After the 1997 Asian financial crisis badly hit Thailand’s economy, the
UCDO was reorganized. In 2000, the UCDO merged with the Rural Development Fund to become
CODI. CODI facilitates community organizations in both rural and urban areas of Thailand.

Although the UCDO was initially set up under the National Housing Authority, it (and, subse-
quently, CODI) has been governed by an independent board. The board comprises government
and community representatives: four representatives from government organizations (the Bank of
Thailand, the Finance Ministry, the National Housing Authority, and the National Economic and
Social Development Board), four elected community leaders, and three professionals from NGOs
and the private sector. The governor of the National Housing Authority chairs the board, and the
CODI managing director is secretary to the board (Boonyabancha, 2004).

The UCDO and later CODI have helped establish a range of community networks—national,
regional, intracity, zonal, and districtwide—focusing on similar development issues and common
interests. More than 100 such community networks have been established (Boonyabancha, 2004).
These networks include the following;

¢ Bangkok Co-operative Housing Network—a network of 17 groups with more than 14,000
households, established in 1994.

¢ Buri Ram Community Network—a network of 11 groups with more than 1,000 households,
established in 1999 in the poor city of Buri Ram.

* Bangkok Taxi Co-operative Network—a network of 214 taxi drivers that enables members to
buy taxis rather than rent them from agents.

* Khon Kaen Community Network—a network of 21 groups with more than 1,200 households,
mostly living in squatter settlements in the city of Khon Kaen.

¢ Chiang Mai Network—a network of 26 groups and more than 3,000 households, established to
undertake environmental and housing activities.

In 2000, CODI spread its activities into 53 of Thailand’s 75 provinces. It helped establish 950
community savings groups. Since 2003, CODI has undertaken the Baan Mankong program, which
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upgrades slums through infrastructure subsidies and housing loans given directly to poor com-
munities. The program is managed by community-based networks (Boonyabancha, 2005).

Society for Service to Voluntary Agencies, India

The Society for Service to Voluntary Agencies (SOSVA) in India illustrates the intrasectoral
institutional structure, which emerged within the voluntary sector. SOSVA is not directly linked
with housing per se; however, many NGOs in Mumbai working with slum and pavement dwellers
have benefited from SOSVA (Desai, 1999). SOSVA is a broad umbrella organization for supporting
NGOs and other voluntary agencies. It emerged in 1984 as a result of informal social capital
among medical professionals working on community health in rural Maharashtra. It received
initial financial assistance from the U.S. Agency for International Development and the Indian
government to support its activities. SOSVA’s aim is to assist voluntary agencies by filling gaps in
information, resources, and skills. Its four goals include (1) promoting new and existing voluntary
agencies, (2) improving and expanding those agencies’ activities, (3) establishing interlocking
support-service institutions, and (4) advocating for a promotional policy framework for the sector.
SOSVA’s activities have since expanded to other states, including Haryana, Karnataka, New Delhi,
and Punjab (SOSVA, 2008).

In 1991, SOSVA initiated intermediary programs to help NGOs promote their projects and

obtain financing and to provide the NGOs with technical, managerial, and procedural assistance.

It established a separate project promotion and training program under the SOSVA Training and
Promotion Institute in 2001. Another affiliated unit, the Centre for Voluntary Action, provides training
to NGO personnel. The training programs cover a range of NGO management issues, including
fundraising, project proposal writing, accounting, budgetary control, taxation and charity commission
matters, public relations, and managing information systems. The central government also built

on the SOSVA model to provide similar services in other areas. Such organizations, referred to as
“mother” NGOs, have the maturity and experience to guide fledgling NGOs. Similar agencies have
emerged to assist NGOs’ operations in major urban areas, such as Mumbai, particularly in providing
welfare services to the poor in urban slums (Desai, 2003).

Community Development Corporations, United States

The case of Community Development Corporations (CDCs) in the United States illustrates an
integration of intersectoral and intrasectoral institutional structures that harness the synergy among
the public, private, and voluntary sectors. In broad terms, CDCs are nonprofits governed by a
community-based board; they serve low-income communities by sponsoring economic, social, or
physical development projects. CDCs are well institutionalized in the American housing system
and have become significant players in nonprofit housing. They have grown phenomenally since
their inception. In 2005, there were nearly 4,600 CDCs, which had produced more than 1.2 million
housing units (National Congress for Community Economic Development, 2005).

Gittell and Wilder (1999) argued that four factors are key to the success of CDCs: mission,
organizational competency, political capital, and funding. The institutional structure supporting
CDCs on these fronts is very advanced, with a range of national- and local-level support structures.
Stoutland (1999: 205) contended that “three types of external resources—financial, technical, and
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political—have been crucial in what the organizations are able to do.” On the political front, CDCs
are supported by umbrella organizations such as the National Neighborhood Coalition, the Low-
Income Housing Coalition, and the National Association of Neighborhoods, which lobby on behalf
of CDCs (Rohe, 1998). These lobbying activities have been partly responsible for federal housing
and tax-credit programs. Financially, CDCs are financed through various federal government hous-
ing programs. CDCs have benefited from the Community Reinvestment Act, a law designed to en-
courage banks to invest in the local communities in which they operate. Intermediary nationwide
organizations such as the Local Initiatives Support Corporation (LISC) and Enterprise Foundation
also channel funding from other foundations. Rohe highlighted the importance of intermediaries as
follows:

...the advantage of relying on intermediaries is that they are in a better position to assess
both overall strength of individual CDCs and the feasibility of specific projects. They can
also combine funding with technical assistance, which is likely to lead to more successful
initiatives. (Rohe, 1998: 194)

LISC and Enterprise, through their network of field offices in nearly 60 U.S. cities, have aggres-
sively promoted CDCs through direct investment in the organizations’ projects (Walker, 2002).
Their share of financial support for CDCs rose from 27 percent 1994 to 44 percent in 2005
(National Congress for Community Economic Development, 2005). At the local level, support also
comes from local government, other community nonprofits, community foundations, and major
institutions such as universities, hospitals, and corporations. Regional- and state-level networks
provide capacity building support to local CDCs.

Significant Features of Institutional Structures for Enabling
the Voluntary Sector

Although the forms of institutional structures differ in the three countries, they offer useful lessons
for designing appropriate institutional structures to enable the voluntary sector. The institutional
structures should preserve the strengths while minimizing the intrinsic weaknesses of the
voluntary sector. Two aspects of the institutional structure gain importance in this context. First,
institutions should allow for voluntarism—the core feature of the voluntary sector. Autonomy
provides space for such voluntarism and allows voluntary sector organizations to emerge. In this,
the institutional structures should facilitate accountability mechanisms while maintaining the
voluntary sector’s flexibility. Second, the institutional structures should support the voluntary sec-
tor in financial, administrative, legal, and technical issues. The manifest forms of these institutional
structures could vary among countries depending on local political and historical context.

Institutional Structures for Voluntarism and Autonomy

Since voluntarism is the core feature of the voluntary sector, it needs to be encouraged to
enhance the sector’s activities. Promoting voluntarism is a subtle process, however. The state has
a particularly delicate role to play in encouraging voluntarism, because regulatory controls could
limit voluntary activities. Furthermore, autonomy is required to maintain voluntarism, else the
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voluntary sector is susceptible to political co-optation. In such a scenario, the state’s regulatory role
should be redefined to provide the required political space for voluntarism to emerge. Excessive state
regulations could stifle the activities of the voluntary sector. In this, voluntary sector organizations
themselves have a significant role in the advocacy of regulations that preserve their autonomy
(Bratton, 1989; Clarke, 1998). In Thailand, despite periods of suppressive regulations after World
War 11, voluntary organizations have actively advocated for their causes and have become more
vibrant over the years (Pongsapich, 1997). NGOs advocating for secure land tenure in slums have
particularly become strident. India is a stable democracy that gained its independence from the
British in 1947. Voluntary sector organizations have diversified and grown since then. Many of
these voluntary organizations in major cities (for example, in Mumbai, Kolkata, New Delhi, and
Chennai) have ardently championed the causes of slumdwellers” housing rights and access to services,
often at odds with the local government officials (Desai, 1999; Sen, 1998, 1999). The United States
has had a long history of independent community organizations and nonprofits.

Institutional structures should encourage productive voluntary activities, rather than discourage
them. Cumbersome procedures stifle the formation and functioning of formal voluntary sector
organizations; informal organizations emerge in such contexts. In this respect, CODI and SOSVA
provide logistic support to the voluntary sector to overcome procedural problems. Vakil (1996)
and Ganapati (2001) argued that cumbersome registration procedures could reduce the activities
of voluntary sector organizations such as CBOs and housing cooperatives. Clear definitions of
the forms of association and streamlined procedures (regarding documentation, fewer steps for
clearances from public authorities, and bureaucratic cooperation) would enable voluntary sector
development.

Voluntarism in voluntary sector organizations acts at two levels, both of which build social capital.
The first level is the internal organizational level, in which collective voluntary services benefit the
group as a whole. At this level, self-help and community participation activities are internal to the
group, so that social capital is limited within the group (for example, in cooperatives and CBOs).
The second level is the broader community level, in which external voluntary services provided
by voluntary sector organizations leverage additional resources for the group. At this level, social
capital is weakly distributed beyond the group (for example, in NGOs). At the first level, voluntary
sector organizations face free-riding problems, which is inherent to the provision of collective
goods. In such cases, intrasectoral institutional structures to overcome free riding are developed
within the group (for example, through peer monitoring and internal sanctions). At the second
level, voluntary sector organizations face “multiple accountability” issues. Mediating account-
ability across sectors and within the voluntary sector requires both intersectoral and intrasectoral
institutional structures. At the intersectoral level, imposing the same standards of accountability on
the voluntary sector as on other sectors undermines its voluntarism, flexibility, and autonomy and
results in bureaucratic structures (Edwards and Hulme, 1996). At the intrasectoral level, voluntary
sector accountability requires a delicate balancing between upward financial accountability toward
donors and downward political accountability to beneficiaries. Often, voluntary sector organiza-
tions attempt to preserve the balance by diversifying their resource base (Froelich, 1999), but such
strategies depend on the country context. Although CDCs in the United States can adopt such

a strategy, in Thailand, community networks that are dependent on CODI’s funding have few
alternative sources.
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Evolving a sustained synergy among the three sectors requires institutional structures of account-
ability that enhance partnerships. Partnerships begin with existing stock of social capital and
enhance it through further participation and mutual learning. They are based on both formal

(that is, relationships based on formal reporting procedures) and informal (that is, relationships
based on trust, promise, reciprocity, and reputation) accountability mechanisms. Edwards and
Hulme (1996: 969) argued that “a partnership approach which emphasizes participation, learning,
reciprocity, and transparency may permit the problems that accompany organizational growth and
donor funding to be managed: GRO/ NGO performance, legitimacy and accountability need not
be eroded.” Emphasis on partnerships does not imply that such relationships are without conflicts.
Indeed, partnerships entail both conflict and cooperation, but the emphasis is on forums of mutual
participation and learning to encourage accountability.

Institutional structures to foster partnerships and enhance voluntary sector accountability differ
among countries. Such structures could be catalyzed by the state or be established within the
voluntary sector. The cases of Thailand, India, and the United States show how such structures
emerge. In Thailand, CODI is a state-sponsored initiative but is managed by both the representa-
tives of the government and the voluntary sector. This representation has ensured that the
independence of the CODI board is maintained, which is crucial for the autonomy of the NGOs
and community networks. CODI facilitated the formation of several community networks orga-
nized around similar interests and problems. Boonyabancha (2004: 39) argued that “community
networking is a very powerful platform for larger-scale development—a platform that involves a
synergy of learning, sharing of experiences, boosting of morale and mutual inspiration.” In India,
SOSVA, an intrasectoral initiative within the voluntary sector, has facilitated several NGOs that ex-
tend the welfare arm of the state through the delivery of services to the urban slums. Organizations
such as SOSVA and other powerful housing NGOs in Mumbai (including the Society for
Promotion of Area Resources Centre, the National Slum Dwellers Federation, and Youth for Unity
and Voluntary Action) have been crucial for the autonomy of NGOs. In her analysis of NGOs in
Mumbai, Ramanath (2009) argued that, although NGOs may cooperate with the state government,
they have been able to maintain their identity and have not been homogenized. In the United
States, CDCs are autonomous organizations supported through both intersectoral and intrasectoral
mechanisms and through intermediary and umbrella organizations.

Autonomy does not imply a loss of synergy. Rather, it implies a productive relationship based

on sectoral strengths in which the institutional structure allows for autonomy while maintaining
productive relationships. In this sense, the public, private, and voluntary sectors are delicately
intertwined, with dense connections among bureaucrats, entrepreneurs, and voluntary activists.
At the same time, all bring their relative strengths for mutual support. Evans (1995) portrayed the
relationship as an embedded autonomy, which is an important trait for the institutional structure.
Indeed, all three cases of CODI, SOSVA, and CDCs exhibit such embedded autonomy, albeit to
different levels. In the context of Thailand, CODI is deeply embedded with the state but maintains
its independence through representatives from the voluntary sector. In India, SOSVA officials are
often professionals who have intimate links and deep knowledge of the government processes.
Compared with Thailand and India, CDCs are much less embedded and far more autonomous in
the United States.
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Supportive Institutional Structures for Financial, Administrative, Legal, and
Technical Issues

Supportive institutional structures regarding financial, administrative, legal, and technical issues
help overcome some key weaknesses of the voluntary sector. Synergistic partnerships with public
and private sectors are especially crucial to overcoming some of these voluntary failures. Financial
support could aid voluntary sector organizations in overcoming philanthropic insufficiency and
philanthropic particularism and in widening their scope of activities; administrative, legal, and
technical assistance could aid the organizations in overcoming philanthropic amateurism. Brown
and Kalegaonkar (2003: 231) argued that the institutional structures are required to serve critical
support functions “such as strengthening individual and organizational capacities, mobilizing
material resources, providing information and intellectual resources, building alliances for mutual
support, and building bridges across sectoral differences.”

Supportive institutional structures for financial, administrative, legal, and technical issues could

be both intersectoral and intrasectoral. Intersectoral structures for financing are more common
and are usually based on mobilization of resources from various sources for supporting voluntary
sector organizations. CODI in Thailand is an example of such intersectoral structure for mobilizing
finance. In India, SOSVA acts as a nodal agency and a mother NGO for providing financial and
technical support to NGOs in rural and urban areas. LISC and Enterprise are intermediary organi-
zations within the voluntary sector that support the CDCs in the United States.

A tradeoff exists, however, between autonomy and finance when obtaining external assistance.
Voluntary sector organizations need to be wary of overt dependence on other sectors, which

could compromise their autonomy. First, philanthropic paternalism may become more acute if
organizations are required to provide services emphasized by donors, rather than those required by
local communities. Such dependence creates a constant tension between upward and downward
accountability. Second, as Edwards and Hulme (1996: 969) argued, “closer links with donors (and
the suspicion of foreign influence this creates in government) may result in a move away from
self-regulation to regulation from above by the state.” They suggest that it may be better to channel
funds through an independent public institution (that is, an intersectoral structure) or via local
voluntary sector networks that ensure quality control through self-regulation and peer pressure
(that is, intrasectoral structure within the voluntary sector).

Similar to partnerships that provide financial support to the voluntary sector, institutional struc-
tures for providing administrative, legal, and technical assistance could be both intersectoral and
intrasectoral. This support is essential for encouraging new voluntary sector organizations and for
helping to sustain nascent voluntary sector organizations. These organizations may lack capacity
to organize efficiently and may not have the specialization required for dealing with housing
issues (for example, regarding land development, regulatory constraints, and building bylaws).
Intersectoral structures for assistance in these areas could be based on the public sector or the
private sector.

The cases of Thailand, India, and the United States illustrate the support institutional structures
could provide for administrative, legal, and technical assistance. Although CODI is explicitly
oriented toward providing financial support for savings and loan groups and community networks,
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it also helps build local capacity. If the CODI funds were to dry out, however, the long-term
sustainability of the savings and loan groups and the community networks would be uncertain.

In the Indian context, SOSVA provides similar support to voluntary sector organizations. In the
United States, the intermediary organizations (for example, LISC and Enterprise) not only channel
funding but also provide capacity-building programs to strengthen CDCs. In his review of CDCs in
the United States, Walker (2002: 1) observed, “These bodies linked CDCs to money, expertise, and
political power.”

Conclusion

In addressing Third World housing problems, the voluntary sector plays a crucial role in filling the
gaps left by the public and private sectors. The voluntary sector is characterized by voluntarism
and community involvement; it also faces voluntary failure and accountability issues. Enabling

a concerted growth of the voluntary sector is desirable to extend the state’s welfare capacity and

to build social capital. The state’s role in enabling the voluntary sector, however, is inherently
paradoxical because it is difficult to mandate voluntarism. Enabling the voluntary sector requires
building synergistic relationships among the three sectors. Institutions and institutional structures
are key elements in building such synergy. The state can play a catalytic role in designing and
enforcing such institutional structures.

In enabling the voluntary sector, institutional structures need to preserve the sector’s intrinsic
strengths and mitigate its weaknesses while building productive relationships with public and
private sectors. Two aspects of the institutional structures are significant in this respect. First,

they should allow for maintaining the voluntarism and autonomy of the voluntary sector. The
institutional structures provide a mechanism for ensuring the accountability of voluntary sector
while maintaining its flexibility. Second, supportive institutional structures are required for the
voluntary sector to overcome internal problems regarding financing, administration, legal affairs,
and technical skills. These structures are required to sustain existing voluntary sector organizations
and to promote new organizations.

The form of the institutional structures could differ among countries, depending on their political
context. The cases of Thailand, India, and the United States illustrate the differences in institutional
structure. In Thailand, the government sponsored the CODI, the board members of which are
drawn not only from the government but also from the private and voluntary sectors. In India, the
SOSVA emerged endogenously within the voluntary sector, based on the informal social capital
among a few professionals in Mumbai. It has since grown and has been emulated as a “mother”
NGO to support other voluntary sector organizations in India. In the United States, the CDCs
have been supported through a range of national, state, and local organizations. Intermediary
organizations within the voluntary sector, for example, have been crucial for providing financial
and capacity-building support to the CDCs. In addition to these organizations, local governments
also provide support for CDCs’ activities.
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