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An undercurrent, by deﬁnition, is the unseen movement of water beneath the surface; its tug and motion are only
perceptible upon submersion. It is an apt metaphor both for international development studies and its
undergraduates. The intriguing tensions and debates within the ﬁeld of IDS ﬂow beneath a popularized veneer of
humanitarian charity. And we, its undergraduates, study at the margins of the arena of the academy – much of our
vitality and dynamism hidden from view. Undercurrent is a publication that immerses its readers in the ebbs and
ﬂows of development studies through the perspective of Canadian undergraduates.
Indelibly marked by the legacy of colonialism and the onward march of global integration, international development
studies is a ﬁeld illuminated by our confrontation with human diﬀerence and inequality. The just pursuit of unity in
diversity promises to be a reiterating challenge for the next century, and water is a ﬁtting icon for such a pursuit: an
elemental reminder of our fundamental oneness that, through its deﬁnition of our planetary geography, also
preserves our distance.
With aspirations of distinction, we are proud to oﬀer Undercurrent.
***
Un undercurrent (courant de fond), par déﬁnition, est le mouvement invisible de l’eau sous la surface. Son va-et-vient
est seulement apparent par submersion. Ceci est une métaphore à propos des études de développement international
et des étudiants au baccalauréat. Les tensions et les débats fascinants au sein du domaine du développement
international circulent sous l’aspect superﬁciel de la charité. De manière comparable, nous qui étudions aux marges
du champ académique voyons que notre vitalité et notre dynamisme sont souvent masqués aux regards d’autrui.
Undercurrent est une publication qui immerge ses lecteurs dans le ﬂux et le reﬂux des études de développement
international à travers la perspective d’étudiants canadiens.
Indélébilement marquées par l’héritage du colonialisme et de l’intégration mondiale actuelle, les études de
développement international sont un champ éclairé par notre confrontation avec la diﬀérence humaine et l’inégalité.
La poursuite judicieuse d’une unité au sein de la diversité promet d’être un déﬁ récurrent pour le siècle à venir. L’eau
est une image appropriée pour une telle quête : elle est un rappel élémentaire de notre unité fondamentale, qui, parce
qu’elle déﬁnit notre géographie planétaire, préserve aussi notre distance.
Avec des ambitions de distinction, nous sommes ﬁers de présenter Undercurrent.
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About
Undercurrent is the only student-run national undergraduate journal
publishing scholarly essays and articles that explore the subject of
international development. While individual authors may present distinct,
critical viewpoints, Undercurrent does not harbour any particular ideological
commitments. Instead, the journal aims to evince the broad range of
applications for development theory and methodology and to promote
interdisciplinary discourse by publishing an array of articulate, wellresearched pieces. Undercurrent endeavours to raise the proﬁle of
undergraduate IDS; to establish a venue for young scholars to undergo
constructive review and have work published; to provide the best examples of
work currently being done in undergraduate IDS programmes in Canada; and
to stimulate creative scholarship, dialogue and debate about the theory and
practice of development.

Letter from the Editor

It is my pleasure to present to you the Fall/Winter 2016 issue of
The Undercurrent! First and foremost, I would like to thank all of
our talented staff for their time and hard work that went into
putting together this issue. I would also like to recognize the hard
work that each of the authors put into their individual articles. The
Undercurrent was created to provide an educational experience
for both undergraduate editors and authors in the peer-review
process. I have witnessed Hirst hand how our peer-review process
has beneHitted both our staff and authors, and has produced Hive
outstanding articles that highlight some of the best undergraduate
work in Canada.
It has been another busy year at The Undercurrent. We’ve
published two issues of the journal and hosted our annual
conference, InSight, at the University of Ottawa in June. We’ve also
established and continue to expand the National International
Development Student Association (NIDSA), which is connecting
The Undercurrent to students and universities across Canada.
Similarly, 2016 is shaping up to be another great year at The
Undercurrent. InSight will be hosted at the University of Calgary in
conjunction with CASID’s annual conference as a part of the
Congress of the Humanities. We are also starting to prepare for
future issues of the journal, while expanding our engagement with
undergrads across the country through NIDSA and other outreach
initiatives. I’m also excited to announce that for the Hirst time ever,
The Undercurrent is an ofHicial partner of the University of Toronto
Scarborough’s International Development Conference, which is
occurring on February 6th and 7th in Toronto.
This particular issue has compiled Hive varied and fascinating
articles. Sumaya Almajthoob examined the economic development
of South Asia that has resulted from remittances from South Asian
migrants to the Gulf. Similarly, Camila Acosta Varela studied how
neo-liberal policies in South America have affected migrant
workers and has created a dependency on remittances for
economic development. Anna Hermansen explored the roles of the
Special Economic Zone and the Maquiladora in the economic
development of India and Mexico respectively. Rumana RaHiq has
written an article that evaluates the effectiveness of sanitation
projects in India. Finally, Jeremy Wagner, Sierra Nickel, Josh
Rempel and Marie Verbenkov have taken a look at how
supermarkets have affected food procurement practices in Dar es
Salaam.
On behalf of everyone at The Undercurrent, I hope you enjoy our
Fall/Winter 2016 issue.
Happy reading,

Andrew Hay
Editor-In-Chief
The Undercurrent: The Canadian Undergraduate Journal of
Development Studies
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“Special Exploitation Zones” or “Engines of Development” The Role
of the Special Economic Zone and the Maquiladora in the Economic
Development of India and Mexico
By: Anna Hermansen

Abstract - This paper examines the impact of Special Economic Zones (SEZs) on the economies of
developing countries in order to analyze the role of multinational corporations (MNCs) within these
states. Furthermore, this paper examines the influence of the SEZs for these corporations, governments,
and the populations of these countries. The debate for and against these zones is examined through the
perspective of both the Mexican maquiladoras and the Indian SEZs. By explaining the concepts, the
proliferation, and the results of SEZs, this paper determines that the global pervasiveness of such a
widespread economic mechanism (across many diﬀerent cultures, economies, and geographies) cannot
be labelled as simply exploitative or, conversely, as simply beneficial. What is evident, however, is that the
economic interests of the country take precedence over state interests, which grants the multinational
corporations located in these zones important political influence.
Résumé - Ce papier examine l’impact des Zones Économiques Spéciales (ZES) sur les économies des
pays en développement pour analyser le rôle des entreprises multinationales dans ces états. Un autre
aspect est de considérer si les zones favorisent ou défavorisent les entreprises, les gouvernements et les
populations de ces pays. Le débat pour ou contre ces zones est examiné à travers des perspectives des
maquiladoras mexicaines et des ZES de l’Inde. Expliquant les concepts, la prolifération et les résultats
des ZES, ce papier décide que l’omniprésence globale d’un tel mécanisme économique répandu (dans
de nombreuse cultures, économies et géographies) ne peut pas être étiqueté purement comme une
exploitation ou un bienfait. Ce qui est évident, néanmoins, c’est que les intérêts économiques du pays
passent avant les intérêts des états, qui accordent l’influence politique importante aux entreprise
multinationales situées dans ces zones.
INTRODUCTION
The impacts of Special Economic Zones (SEZs) are widely debated as either achievements in
economic growth or manifestations of the unequal balance of power between developed and developing
countries. This debate regarding SEZs has revolved around their integrity, the potential benefits they
bring to the host country and to multinational corporations, and their ability to drive up domestic
economic development. The Mexican maquiladora program and the Indian SEZ policy are two examples
of these liberal economic zones that are both applauded and criticized for their impacts on their
respective countries. The maquiladora program, which started in 1965, is predominantly found in the
northern region of Mexico along the United States’ border. The program was implemented as an
alternative to Mexican migration into the US and to provide Mexicans with low-skilled jobs, as well as
provide large American multinationals with the ability to manufacture goods at cheaper costs. The Indian
SEZ policy was announced in 2000 and modeled after China's own SEZ. It was implemented to help the
failing Indian economy industrialize and promote manufacturing. Both Mexico and India have created
these liberalized zones in order to stimulate economic growth by increasing jobs, production, and
industrialization. In this paper, I will investigate these two cases in light of their benefits and costs to their
home countries, and how these impacts are a function of the general SEZ system.
In this paper I explore how these two cases lead to similar outcomes despite their apparent
social, geographical, economic, and cultural diﬀerences. By using the maquiladoras and Indian SEZs as
case studies, I will explain the apparent inevitability of the Special Economic Zones in the developing
world. First, I give an explanation of the concept of the SEZ, including its characteristics and the
incentives involved for each party. Then I demonstrate the basis and proliferation of this regime in India
6
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and Mexico. Next, I consider the results of the maquiladoras and the Indian SEZs. Finally, I conclude
with a comparison of the two cases, illustrating how their similarities allow for a greater understanding of
the SEZs’ overall impacts and goals. Ultimately, my argument aims to examine how the roles of the
multinational corporation in the emergent neoliberal order both benefits and harms the developing
world.
EXPLAINING SPECIAL ECONOMIC ZONES
Before analyzing the two case studies, it is important to define both the SEZ and the
maquiladora. According to Palit and Bhattacharjee (2008), the SEZ is fairly large and does not require a
certain location, “it includes all industries and services,” and encourages private business with
“deregulated economic conditions” (p. 4). SEZs are also considered to be “special enclaves outside a
nation's normal customs barriers” (Warr, 1989, p. 65). The word maquiladora, which is a specific SEZ
program within Mexico, comes from the Spanish verb maquilar, which means “to perform a task for
another” (Presley, 1999, p. 94). The industry's foreign- or Mexican-owned subsidiary plants assemble
and process duty-free raw materials into export products, which are sent back to the United States
(Charles, 2011, p. 1). Although maquiladoras (or maquilas) depend on their location, they still perform
the general tasks of an SEZ – they create an enclave within Mexico that is inclusive of many industries
and services, and promotes business investments through liberalized economic conditions.
SEZs follow a general formula. These liberalized zones are designed as tools to attract
multinational foreign investment through specific business-friendly characteristics such as tax holidays,
low tariﬀs, low environmental and labour regulations, and the advantages of clustering (Moberg, 2015,
pp. 168-9; War 69-70; Khurud, 2013, p. 1; Palit & Bhattacharjee, 2008, pp. 7-8). They are “enclaves” that
provide their firms with free imports of intermediate goods, low taxation, and strong infrastructure (Warr,
1989, p. 65; Khurud, 2013, p. 1). In establishing these types of zones, governments are expecting that
they will provide benefits back to the country. As Palit and Bhattacharjee (2008) argue, one of the largest
benefits of SEZs for a country is the increase in employment opportunities, especially in regards to the
labour surplus problem in many developing countries (p. 7). Other expected benefits include the
diﬀusion of technology through the agglomeration of MNCs, the development of infrastructure, the
growth of domestic businesses, the increase in FDI in the host country, the promotion of exports, and
foreign exchange earnings (Palit & Bhattacharjee, 2008, pp. 7-8; Moberg, 2015, p. 169; Khurud, 2013, p.
1; Sharma, 2009, p. 18). These benefits are the promises of investing in SEZ policy, and with the clear
gains for multinationals, this seems to create a win-win situation in which both actors – the state and the
firm – end up better oﬀ.
HOW DID SEZs BECOME THE ANSWER?
Knowing what an SEZ is, and the perceived benefits of such a policy does not wholly explain
how they came into practice. In order to understand how these zones became prevalent in states such
as India and Mexico, their mid-twentieth century political and economic conditions must be examined in
the context of the changing economic world order.
The Indian Experience
The 1950s in India was a time when the country was seizing its independence after many years
under British colonial rule (Gopinath, 2009, p. 448; Miller & Mukherji, 2010, p. 26). India's 1956
constitution defined India as a “Union of states” controlled by a central government; this type of
government invested in economic practices that were focused around centralized rule and nationalism
(Gopinath, 2009, p. 449). One such development was the implementation of an import-substitutionindustrialization (ISI) policy that allowed the nation to be autarkic and economically independent of other
countries (Gopinath, 2009, p. 449; Miller & Mukherji, 2010, p. 26). By the 1960s, the rise of the rapidly
industrializing Asian Tigers was influencing Indian domestic economic policy, which was transitioning
from ISI to export promotion (Gopinath, 2009, p, 449; Khurud, 2013, p. 1). As a result the first Asian
Export Processing Zone (EPZ) was set up in Gurjarat in 1965, followed by six others soon after
(Gopinath, 2009, p, 449; Khurud, 2013, p. 1). However, these EPZs were completely controlled by the
7

government and were in fact quite restricted, which hindered their potential for economic development
(Gopinath, 2009, p. 449). Due to the poor balance of payments, low foreign exchange reserves, along
with extremely high poverty and inadequate export performance, the 1991 crisis forced India to shift
from its failing nationalistic economic policy to a liberalized one through the adoption of the IMF's
structural adjustment programme (Gopinath, 2009, p. 449-50). The existing EPZs were reorganized as
SEZs and new SEZs were put in place, the government became decentralized and the economy was
deregulated (Gopinath, 2009, p.451; Palit & Bhattacharjee, 2008, pp. 169-70). The result was a new
Indian neoliberal economic policy that was modelled after China's success.
Besides the poor economic conditions under India's inward policies and the subsequent
implementation of the IMF's structural adjustment programme, SEZs became the answer in India for two
reasons: the trend toward these zones in other developing countries, and the incentives the zones
oﬀered. China's SEZ policy played an important role in the establishment of India's own zones. The
successes of Chinese SEZs were apparent as their exports contributed to 45 percent of China's overall
exports in the beginning of the twenty-first century (Palit & Bhattacharjee, 2008, p. 36; p.169). In
addition, the success of Shenzen whose development, population, and infrastructure exploded after it
became an SEZ provided strong incentives for India to take the SEZ route as well (Palit & Bhattacharjee,
2008, p. 36; p.169). Furthermore, the creation of SEZs in other developing countries, such as Mexican
maquiladoras, Philippine 'ecozones', and Jamaican SEZs – where the “widespread practice of
subordinating domestic business entities to large foreign firms” was the norm – made the SEZ seem like
the right (or even the only) path toward neoliberal development (Miller & Mukherji, 2010, p. 26). The
incentives such zones oﬀered also undoubtedly influenced the Indian SEZ policy of 2000. The promotion
of exports, increased employment opportunities, and greater foreign exchange earnings were important
elements of Indian economic development. As a country suﬀering from a large and mainly impoverished
population that lacked the exports, foreign exchange earnings, and general manufacturing industry that
it needed to develop, SEZs were a necessary evolution for India.
The Mexican Experience
Like India, Mexico was also nationalistic in the mid-twentieth century. In order to rid the country
of its neo-colonialist relationship with the United States that entrenched Mexican dependence and
underdevelopment, Mexico followed the 'dependency theory’ by nationalizing its resources and turning
away from any financial links with developed countries (Miller & Mukherji, 2010, p. 26). During this time,
there were two main political sides: the nationalists, who were the labourers and peasants as well as
parts of the middle class; and the liberals, who were foreign capitalists and other elite groups (Heigl,
2010, p. 134). In the 1960s, Mexico's autarkic approach began to waver as the countryside experienced
problems and the production of goods increased at a very slow rate (p. 135). In 1965, the Mexican
government decided to initiate the Maquiladora Program, which was not in line with its nationalistic
policies; the program designated US-owned Mexican manufacturing plants with permits to import raw
materials, assemble them, and export them back to the US (Miller & Mukherji, 2010, p. 28). Mexico
remained nationalistic, but two events followed that seriously aﬀected Mexico's economy: the financial
crisis of 1976, and the 1982 debt crisis due to dropping oil prices (Morton, 2003, pp. 637-8). These
crises occurred while the development of the Mexican neoliberal class was on the rise and led to the
increasing influence of a neoliberal agenda that was to save Mexico from economic disaster. As a result,
a 1987 government pact pledged to develop an economic environment that would guarantee
deregulation, privatization, and participation of big business (Morton, 2003, p. 639; p. 640).
The maquila began in the Border Industrialization Program (BIP) and was created after the
United States ended the Bracero Program that legally allowed seasonal Mexican workers into the US
(Morton, 2003, p. 639). The dismantling of Bracero meant that many Mexicans in the US had to return to
Mexico, but with the promise of jobs along the border (Heinzman & Valentini, 2008, p. 1). As Miller and
Mukherji (2010) explain, the BIP created zones along the Mexican-US border where plants were given
permits to import duty-free materials from the US, which were assembled and then re-exported back to
the US with duty applied only to the low-cost value added by Mexican labourers. The zones provided
US multinationals with cheap labour, tax exemptions, lax environmental laws, and low transaction costs.
8
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In return, these zones were meant to develop Mexico's faltering economy, with its low standards of
living and increasing poverty exacerbated under its inward, nationalistic policies of the 1960s and 1970s.
More specifically, as the SEZ also promised, the maquiladora region would promote employment,
increase wages, develop vertical linkages with domestic firms, and grow foreign exchange earnings
(Miller & Mukherji, 2010, pp. 28-30; p. 39). These incentives, along with the global trend of liberalized
economic zones, prompted the establishment of the maquiladora zone and a liberalized economic
climate in Mexico.
Before the introduction of the SEZ policy, both Mexico and India were following socialistic and
nationalistic policies, which at the time, were methods thought to improve eﬃciency and increase equity;
however, it became evident that these policies in fact did the opposite, decreasing eﬃciency and
making it diﬃcult to fight poverty (Miller & Mukherji, 2010, p. 35). With the introduction of the SEZ
concept, both countries began an economic path that the IMF as well as most of the industrialized world
endorsed as something that would alleviate poverty and debt issues, thus providing Mexico and India
with a solution to their economic problems. In both fairly distinct cases, the SEZ was implemented.
RESULTS OF THE ZONES: THE GOOD WITH THE BAD
When examining the results of the Mexican maquiladoras and the Indian SEZs, it is important to
divide the examination into three perspectives: that of the businesses, governments, and the peoples of
the respective countries. The 'success' of the Mexican and Indian cases cannot be calculated without
taking into account all sides. The business side is relatively simple: the maximization of profits at the
smallest risk possible. However, the government side is more complex. It has two issues that make its
decisions inherently conflictual with its people. First, governments cannot be assumed as entirely
altruistic: oﬃcials pursue public support, higher salaries, social status, and other self-interested goals
that may lead to corruption (Moberg, 2015, p. 176). Second, the fact that the government is considered
responsible for the entirety of its people – the upper class, the middle class, the impoverished, the
landowners, the business owners, the rural, and the urban populations – causes any decision to assume
the risk of backlash. Therefore, the government is not always a good representation of its people. The
ideal answer for the people is to find the economic policy that allows for the maximization of
development, taking into account all population groups.
In India, these sides to the success story are important in understanding how the SEZs are
aﬀecting the country's welfare. For firms with plants in Indian SEZs, this policy has created a “framework
to satisfy the requirements of all principal stakeholders in an SEZ,” allowing for a simple procedure for
the firms involved. It also provides many fiscal exemptions, such as tax holidays, exemptions from
duties, and a 10-year income tax break. Furthermore, its infrastructure development is meant to be
“world-class,” with large amounts of expenditure being funnelled into the zones (Aggarwal, 2006, pp.
4534-5). For firms in the IT and software sector, this Indian policy has allowed them to gain strong
momentum (Gopinath, 2009, p. 451; Palit & Bhattacharjee, 2008, p. 171). It is clear that the export-led
policy was “shaped by demand factors external to the Indian context,” favouring the needs of
multinationals in order to attract their business (Gopinath, 2009, p. 454).
If this is indeed the case, where the needs of multinational corporations are favoured, then the
sustainability of the policy within India, as well as its ability to provide economic growth for the country
as a whole, becomes a concern (Gopinath, 2009, p. 454). SEZs are providing India with impressive and
necessary export growth, employment opportunities, infrastructure development, and new investments
(Khurud, 2013, p. 2; Palit & Bhattacharjee, 2008, p. 7; p. 170). These benefit both the government and
certain population groups. However, negative externalities are also evident. There are concerns that
“corporate investments bringing about the SEZs” could play a part in increasing the inequalities
between the SEZs and the Domestic Tariﬀ Area (DTZ), which is the area of India outside of the SEZs
(Gopinath, 2009, p. 453). The zones are also geographically dense, following India's coastline, with very
little in the country's hinterlands (Sharma, 2009, p. 19; Palit & Bhattacharjee, 2008, p. 172). This
geographical imbalance that ignores the less-developed parts of India refutes three of the promises of
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the SEZ policy, namely: the development of a countrywide industrial base, the creation of vertical
linkages between the foreign firms and the domestic economy, and the improvement of the country's
unemployment problem (Tantri, 2012, p. 323). This hurts the parts of the Indian government and the
Indian peoples who are not included in these zones. India's SEZs, while favouring multinational
corporations who have invested in them, come with benefits and costs to the people as well as the
government.
The success of Mexico's maquiladora region must also take into account the businesses’, the
government’s, and the population’s perspectives. For businesses with plants in the zones, maquiladoras
generally provide all of the incentives that were promised to the businesses. They have access to cheap
labour with minimal regulations, almost no duties, small transport costs (if they are American), tax
holidays and exemptions, and loose environmental laws (Samstad & Pipkin, 2005, p. 805). Maquiladoras
create an environment to incentivize the multinational corporations not only to do business with them,
but also to stay with them.
As the Mexican government provided these incentives, it expected to receive certain benefits,
however, for the government the benefits also came with costs. Some of the spillover eﬀects promised
were accomplished. For example, the program flourished across the border, providing more than 1
million jobs in 2004 with a large increase in the number of foreign-owned plants (“Mexico,” 2012; Miller
& Mukherji, 2010, p. 28), and with this development Mexico has been able to transform into an
“internationalized competition state” (Heigl, 2010, p. 129). The program also brought in foreign exchange
earnings that provided extra revenue for Mexico (Samstad & Pipkin, 2005, p. 805). Furthermore, as a
benefit to the people, the maquiladoras have raised workers' wages (Moberg, 2015, p. 169; Mundra &
Gerber, 2010, p. 29). From one perspective, it seems that the accumulation of capital in Mexico has
been able to “slowly but steadily” increase Mexican industry to the production and eﬃciency levels of
developed countries, given its tremendous growth (at around 10 percent annually in the 1990s)
(Samstad & Pipkin, 2005, p. 806).
The increase in the number of plants and jobs may seem like an indication that the maquiladora
project is in fact a success, but these numbers do not critically demonstrate how the maquilas are
impacting development (Miller & Mukherji, 2010, p. 28). Miller and Mukherji (2010) examined two
economic outcomes in order to measure this impact, namely: employment quality and vertical linkages.
After examining linkages, he found that there was a “disappointing... level of interaction in terms of
Mexican inputs or upstream linkages,” in other words since its establishment, maquiladoras have used
Mexican raw material inputs only at a minor level (p. 30). The zones have stimulated employment but
have not greatly impacted Mexico's domestic economic development in avenues such as upstream
transactions and other vertical linkages (p. 31). To measure employment quality, Miller and Mukherji
(2010) used the labour turnover of production workers as an indicator of job value. For the sectors in
assembly and manufacturing, which make up the majority of the maquilas, there is large turnover and
thus, they have little to oﬀer their employees (p. 33). Miller and Mukherji's (2010) findings of poor vertical
linkages and low job value demonstrated how some of the perceived benefits of the maquiladora
program have not been actualized, poorly impacting the people and domestic industries.
Other criticisms of the maquiladora program that impacted the people include its dependency
on low wages, the breakdown of any unionization, poor environmental laws, and inadequate working
conditions (Samstad & Pipkin, 2005, p. 805). The entrenching of gender inequality is another important
criticism. The majority of Mexican workers in the maquilas are female due to their willingness to work
longer and for less pay (Presley, 1999, p. 95). Furthermore, there was also the concern that domestic
economic development initiatives ran perpendicular to the workings of the maquiladoras. For example,
as Heinzman and Valentini (2008) pointed out, there was a conflict between the appreciation of the peso
and keeping costs down for foreign investment. This was an example where “political action to improve
the economy's health has endangered the maquiladora industry” (Heinzman & Valentini, 2008, p. 1).
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Those who take the perspective that maquiladoras are the engine that will boost Mexico's
production and eﬃciency are referred to as the “market optimists” by Samstad and Pipkin (2005, p.
806). The scholars also counteracted this viewpoint with that of “market pessimists,” who observed this
increasing growth and eﬃciency as having negative consequences for the Mexican state (p. 806). For
pessimists, foreign investment is a zero-sum game that only entrenched inequalities. They pointed to the
substandard wages and living conditions in most maquiladora cities in order to demonstrate how FDI
promotion runs counter to the improvement of wages and living conditions (p. 806). Samstad and Pipkin
(2005) go on to argue that neither optimist nor pessimist perspectives are unconditionally true. The
optimists, when evaluating the increase in eﬃciency and manufacturing flexibility, must take into
account the fact that the plants are not following a simple trajectory from low-skilled to semi-skilled to
skilled work. There are in fact assembly plants that are found in the same sector, at the same time as
research and design plants (p. 809). The pessimists, when undergoing their own evaluation, ignored the
presence of such higher-skilled plants that complicated the idea that all maquiladoras are suppressing
Mexican labourers (p. 810). This indicates that the impact of the maquiladoras is not black and white.
This ambiguous conclusion is also taken up in the case of India's SEZs. Aggarwal (2006)
examined the debate over the Indian SEZ policy, summarizing the arguments for and against SEZs.
Some arguments against the policy are the large-scale land dispossession of farmers with meagre
compensation, the loss of prime agricultural land, and the entrenchment and worsening of inequalities
between the rich and the poor (pp. 4534 - 4535). There is evidence of some of these concerns, such as
a pattern of establishing SEZs in developed areas specifically while ignoring the less developed areas,
as well as India's use of the “accumulation by dispossession” method of taking land (where fertile lands
are “grabbed” for factories, SEZs, infrastructure and other development projects) (Tantri, 2012, p. 324;
Levien, 2011, p. 456). Counterarguments to these points are that the land acquisitions are not in fact
harmful to farmers or Indian agriculture and that every state will have SEZs under their policy (Aggarwal,
2006, pp. 4534-5). Evidence of positive outcomes, such as a large increase in exports and production
and, more generally, the creation of an environment to stimulate a more developed market that is
“employment-friendly,” along with the successes of the Chinese model, help back up the supporters of
the policy (Sharma, 2009, p. 20; Khurud, 2013, p. 2; Palit & Bhattacharjee, 2008, p. 175; p. 178). As
India's SEZ policy began much more recently than the maquiladora program, it is not yet certain what its
full outcomes are. However, examining what we already know about the policy demonstrates that, like in
the maquiladoras, Indian SEZs cannot be understood as simply good or bad.
COMPARISON: SAME STROKES, DIFFERENT ZONES
Comparing the maquiladoras and the Indian SEZs provides insight into the more general role of
export processing zones in the developing world. Although these two cases are quite diﬀerent, they hold
similar characteristics. Some of these diﬀerences are their geographical locations in reference to the US,
the largest home of multinational corporations in the world; the timing of each case, with Mexico having
started the maquiladora program much earlier than India started its SEZ policy; and the reasons that
both were set up. Some similarities are that both systems provide the multinationals that use them with
financial incentives. They also provide their host peoples with economic growth in areas such as labour,
infrastructure and foreign investment. However as mentioned, both cases do not live up to their
promises in three important ways: they do not provide adequate vertical linkages with domestic firms
and industries; instead of increasing nationwide development, they generate inequalities (in Mexico,
through gender discrimination, and in India, through the lack of SEZ participation in the less developed
states); and they do not improve the lot of the Mexican and Indian people overall (Instead of increasing
living standards and working conditions, SEZs can often exacerbate these issues (Samstad & Pipkin,
2005, p. 806; Sharma, 2009, p. 19). These three important similarities are an indication that the special
economic zone project is one that, even amongst countries as diﬀerent as India and Mexico, takes a
uniform structure and prompts common results. This exposes the weakness of the states in relation to
the power of the multinationals that are taking hold in their zones, where similar economic patterns can
emerge even amongst varying domestic economies and interests. Both Mexico and India have zones
that undoubtedly benefit the businesses that invest in them, but the similar outcomes of each, which are
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not always beneficial to Mexicans and Indians, demonstrate a tendency toward the service of business
interests over state interests in the neoliberal development agenda.
CONCLUSION
Looking at these two cases, it is clear that Export Processing Zones do not provide a clear path
to development. As Warr (1989) states, they are definitely not “engines of development,” but can they
really be called “Special Exploitation Zones” (Warr, 1989, p. 85; Palit & Bhattacharjee, 2008, p. 178)?
Arguments that these zones and their counterparts are in a 'race to the bottom' are factually
misinformed. Indian SEZs and Mexico's maquiladoras are complex in that within the same sectors, they
contain diﬀerent “generations” of plants, from assembly, to manufacturing, to research and design
(Miller & Mukherji, 2010, p. 28; p. 37; Samstad & Pipkin, 2005, p. 808). There is the opportunity for
technology transfer and flexible manufacturing systems, especially in Mexico's more established
program. This seems like the new path for some of the maquilas, which – under competition from China
– are restructuring to become more eﬃcient, instead of simply relying on cheap labour (Malkin, 2004).
However, taking advantage of these opportunities becomes complicated when they raise prices and skill
premiums and thus, take jobs away from less-skilled workers who turned to the maquilas for their
stability (Mundra & Gerber, 2010, p. 29). India too has these opportunities at hand, but the promise of
jobs to many unskilled labourers – and the numerous multinationals that continue to rely on the cheap
labour provided by the zones – disrupts the simplicity of this progress. As is apparent by these two
cases, there is “no conclusive evidence regarding the role of the zones in the development process of a
country” (Aggarwal, 2006, p. 4533). What seems evident, however, is that the progress of developing
countries is continually being increasingly defined by the multinationals that control the markets and
thus, the primary ability to grow economically.
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Between a Rock and a Hard Place: Migration, Remittances, and the
Neo-Liberal Model
By: Camila Acosta Varela

Abstract – This article examines the eﬀects of neo-liberal policies on the political and economic
opportunities of many Latin American workers, and their role in creating the conditions for increasing
emigration rates from the region. Through an analysis of migrant workers’ plight both in their home and
host countries, I examine the conditions that propel their emigration, mainly for the goal of providing for
their families, through the sending of remittances. This growing trend has provided many countries with
an influx of foreign income from migrant workers and has caused some countries to consider remittances
as a source of resources for development. In this article, I argue that this new strategy for development is
not only tenuous, but may perpetuate the very conditions that create its need.
Résumé - Cet article examine l’eﬀet des politiques néolibérales sur les opportunités politiques et
économiques de nombreux travailleurs Latino-Américains, et leur rôle dans la création des conditions
pour les taux croissants d’émigration de la région. Par une analyse de la détresse des travailleurs
immigrés chez eux ainsi que dans les pays d’accueil, j’examine les conditions qui propulsent leur
émigration, qui vise principalement à subvenir aux besoins de leurs familles par l’envoie des paiements.
Cette tendance grandissante a fourni un aﬄux de revenus étrangers des travailleurs immigrés à
beaucoup de pays, et elle a incité quelques pays à considérer les paiements comme un source de
ressources pour le développement. Dans cet article, je soutiens que cette nouvelle stratégie dé
développement est non seulement faible, mais peut perpétuer les mêmes conditions qui créent son
besoin.
INTRODUCTION
In recent decades, migration has taken the form of a survival strategy for many Latin Americans.
Although there are a myriad of reasons for leaving one’s country of origin, this paper will focus on a
period of escalating emigration rates in Latin America after the forced adoption of neo-liberal
policies, which propelled the deterioration of livelihoods and subsistence. The essay will first address
these politics of exclusion through a brief background of their adoption. It will identify their
detrimental effects on both the formal and informal sectors of employment, and the local living
environment. In turn, I will analyze these new conditions as push factors for workers’ migration
mainly for the return of remittances, to help ease subsistence for those remaining behind. Next, I will
identify remittances’ growing role in local economies and address the shortfalls of funding
development through this input. This will be substantiated through an analysis of the strategy’s role
in strengthening foreign dependence, and its basis on the very model of economic exclusion that
maintains underdevelopment and propels emigration. Lastly, I will expand on the regressive impact
of this development alternative on the livelihoods of emigrants, and present countering arguments
through a brief critique. This paper will argue that while remittances have become increasingly
necessary for families since the adoption of neo-liberalism in Latin America, the dependence on this
source of foreign income for development does not offer a reliable solution, and may help perpetuate
the very conditions that create its need.
NEO-LIBERAL REFORM AND ITS EFFECTS: WHY PEOPLE LEAVE
Economic exclusion in Latin America was adopted as a political strategy in the early 1980s,
when countries were forced to accept financial aid from the World Bank and the International
Monetary Fund (IMF) (Durand & Massey, 2010). Until the late 1970s, under policies of Import
Substitution Industrialization (ISI) local states fostered economic development in part through the
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support of unionization, social benefits, and minimum labour standards for workers (Durand &
Massey, 2010). However, due to excessive borrowing as well as t TThe effects of external forces,
these states were faced with a debt crisis that marked the end of the ISI period (Patroni, 2008). In
order to repay these loans and stay afloat, countries were forced to accept credit from the World
Bank and IMF, which was undergirded by a series of policy prescriptions that borrowers were
obliged to adopt (Durand & Massey, 2010). As part of this Structural Adjustment Program (SAP), the
policies were designed to dismantle ISI protectionism, and create economies that were more
compatible with the Free Trade global order (Patroni, 2008). This emerging neo-liberal period in Latin
America, beginning in the 1980s, generated what has become a diaspora from the region (Trotz &
Mullings, 2013).
These newly adopted policies were detrimental to the local labour market, which pushed
many workers to find employment abroad. In their home countries, when workers were able to attain
a position in the formal sector, they were dispossessed of union advocacy (Patroni, 2008). This
limited their channels for popular participation, and denied them a formal body to mediate their
needs and demands with management. In turn, the few unions that managed to stay in place held
little or no political leverage, which left workers increasingly vulnerable when their rights to minimum
wage and job security were revoked (Patroni, 2008). The increasing availability of low-wage work in
maquiladora enterprises is an example of these deteriorating labour conditions. In Mexico after the
implementation of the North American Free Trade Agreement (NAFTA), Export Processing Zones
became a large source of labour and usually employed women who, due to economic need, had
been recently incorporated into the decaying workforce (Preibisch & Santamaría, 2006). For these
women, the state’s lack of minimum employment standards allowed them to receive low pay and
work long hours in adverse conditions, often faced with sexual and physical harassment from
management (Patroni, 2008). Unable to report these abuses, workers who remained in the country
were forced to endure these precarious working conditions for very little economic gain.
As the rate of formal employment decreased in Latin America, workers’ livelihoods became
dependent on their ability to market their skills in the informal sector (Patroni, 2008). Inconsistent
wages and the consolidation of production for those who have very little, left workers struggling to
reach an adequate yield (Patroni, 2008). Stuck between a rock and a hard place, many families were
forced to adopt multiple-livelihood strategies, in which various members of the home entered the
labour market to contribute to household income (Preibisch & Santamaría, 2006). Out-migration was
an extension of this strategy; families invested in a member, or members, of the home who could
best bear the burden of working abroad to send back remittances, in order to help ease familial
economic strain (Trotz & Mullings, 2013). In the Oaxaca region of Mexico, for example, the town
Santa Ana saw an out-migration rate of 63 percent in 1996, mainly male family members to the
United States (Cohen, 2001).
The neo-liberal policies also served to further centralize economic surplus through the
removal of social assistance. For families who were sacrificed in the name of economic growth,
remittances from family members abroad became increasingly necessary to compensate for the
decrease in state financial support. A trend which had begun during the period of ISI was the
recourse of internal migration to urban centers, as a way to access more employment and
government assistance (Binford, 2009). In the SAP period, after the removal of subsidies that had
once allowed poor rural households to produce and sell their goods, families increasingly began to
urbanize (Durand & Massey, 2010). Unfortunately, due to neo-liberal mandate, cities had also limited
their social expenditures. Families were forced to live in the urban periphery in precarious housing,
where their dependence on the informal economy and multiple-livelihood strategies was perpetuated
(Binford, 2009). These families again found themselves between a rock and a hard place, because
cities under neo-liberalism clearly could not absorb the workforce, and had even closed the channels
to provide for them.
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OUTMIGRATION AS A RESOURCE FOR DEVELOPMENT
This economic and political system has left the poor to “accumulate disadvantages,” (Reygadas,
2010) and is a source of the “diaspora” of Latin American workers, mainly to Canada and the United
States (Durand & Massey, 2010). In light of this collection of struggles, the rate of migration to the
region has increased. According to the Mexican government (2010), the Seasonal Agricultural
Workers’ Program in Canada, which provides temporary labour visas, saw an increase in Mexican
participation from two hundred workers in 1974, to five thousand in 1990. In relation to this growing
trend, the remittances sent back to individuals’ country of origin have become substantial portions of
their national income; in Nicaragua, for example, they accounted for 29 percent of its GDP in 2002
(Patroni, 2008). This foreign income has become a source of livelihood and subsistence for both
families and communities, who employ the funds for daily maintenance, or investment in upgrading
homes and living standards (Patroni, 2008). Although this enterprise has provided countries a
tantalizing form of foreign profit, states that seek to improve national conditions have begun
depending on the economic return of out-migration, and consider emigrants as “development
partners,” (Trotz & Mullings 2013), somehow expecting their remittances to ameliorate the shortfalls
of the neo-liberal system.
Reliance on remittances as a resource for development heightens foreign control on
receiving countries, which perpetuates dependency in these peripheral economies. The neo-liberal
model that Latin American countries adopted in the 1980s has left them susceptible to foreign
market changes and crashes (Patroni, 2008). The strategy of market liberalization has created local
economies with little protection, and the dependence on remittances provides another opportunity
for foreign crashes to affect national finances. Mexico felt this detrimental effect during the United
States’ 2008 recession, when remittances entering the country diminished by 13.7 percent (Orrenius,
Zavodny, Cañas, & Coronado, 2012). This indicates a fragile income for funding development. In
addition, since the senders of remittances are subject to the laws of their host-countries, the surplus
that they are able to transfer is directly linked to those governments’ rules and regulations. Thus,
their remittances are subject to changes in immigration and labour policies, giving the Global North
another form of direct control over Latin American economies (Binford, 2009). Diminishing state
sovereignty through the dependence on remittances serves to perpetuate the cycle of dependency,
which has not offered any solutions thus far.
In order to maintain the flow of remittances, states would need to sustain the local conditions
that allow out-migration to be the most reliable mode of subsistence. The dependence on this
foreign revenue implies the adoption of exporting human labour as an economic strategy. As an
extension of the neo-liberal model, this would sustain the cycle that provides the Global North with
low-wage labour, like the Seasonal Agricultural Workers Program (SAWP) in Canada – which tends to
use, abuse, and discard workers as they become available (Preibisch & Santamaría, 2006). This
vicious cycle is addressed by Leigh Binford (2009), who argues that neo-liberalism has created “two
complementary economies”; one which has a surplus of workers but lacks the conditions to
incorporate them into a healthy labour economy, and another which makes use of a cheap, foreign,
and malleable workforce (Binford, 2009). Therefore, in order to sustain the cycle that allows countries
to receive remittances, states would need to maintain this pattern in which the local conditions of
formal and informal labour are push factors for workers to leave their countries. If the conditions in
their original countries were to provide people with a healthy labour market, the West would lose its
‘cheap commodity,’ and Latin America would lose the remittances that are the base of its
development. In this way, the exclusionary economic model in which many inequalities and
disadvantages are rooted again becomes the foundation of economic growth.
When workers resort to emigration, the disadvantages they have accumulated in their home
countries move with them, and their strength as political actors is curtailed. When workers arrive in
their new homes, they are subdued by their immigration status, or lack there-of, through what
Binford describes as “deportability” (2009). This state represents the threat of being deported, not
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deportation itself, which forces many workers to withstand violations to their human rights, and
“insults to their dignity” (Binford, 2009). Women working in SAWP, for example, often face sexual
harassment yet hesitate in denouncing it for fear of reprisals, and impeding their return to the
program (Preibisch & Santamaría, 2006). This subjugation allows the expropriation of worker agency
and voice, which deters them from making demands, much like their counterparts in home countries
(Preibisch & Santamaría, 2006). Considering these perpetuated disadvantages, remittances do not
equate to development for many workers who are forced to emigrate; instead, they indicate the
obligation to withstand violations to their human rights. Alternatively, if Latin American countries
created the conditions of the healthy labour market that existed during ISI, workers themselves
would be a sustainable and novel source of resources for development. With a structure that allows
them to provide their social and human capital for the grassroots development of their communities,
they would not be forced to bear the burden of, and fund, an economic system that has failed them
in the name of progress.
One of the prevalent schools of thought in development, modernization theory, argues that
transnational linkages to the Global North provide developing countries with a lifeline that will pull
them towards a developed, ideal society (Gregory, 2007). The Global North’s emphasis on the
American dream, through propaganda, has saturated many Latin American societies, and is a driving
force behind the decision to migrate (Gregory, 2007). For many, this dream remains just that – a
dream. It is important to maintain that modernization, and therefore neo-liberalism’s beloved
transnational linkages are forged at great personal sacrifice and are the effect of deep structural
inequalities in individuals’ home societies, in which for many, their families remain. As opposed to
this leading belief that minimalist states create economic growth, and therefore development, it is
clear that impersonal transnational corporations and international financial institutions have created
growth, but have failed at its distribution (Reygadas, 2010). Like their success during ISI, states have
the responsibility of creating the conditions that give citizens the option of remaining at home. The
need for remittances in order to achieve a minimum standard of living is an effect of neo-liberal
structuring and the inequalities that govern the politics of disadvantage. In settling for this
alternative, states would be shifting back the economic pressure of providing resources for
development to the very people that this system has disadvantaged, rather than making the
structural changes that allow for internal economic growth.
For many Latin Americans, migration has become the only possibility for subsistence and a
decent standard of living. This paper has argued that while remittances have become essential in
providing families with economic relief, depending on the financial return of emigration will only serve
to perpetuate the very inequalities that exacerbate underdevelopment. Although this economic
strategy initially seems to present an innovative alternative, it maintains the neo-liberal principle of
capitalizing on the labour of society’s most disadvantaged. For decades, this has been an underlying
theme in development projects imposed on Latin America, predominantly by Western experts.
Fortunately, it is these very policies that have fomented citizen unrest and propelled the fervent
rejection of neo-liberalism in many Latin American societies. A new political wave of economic
inclusion has begun to permeate the region, and is trying to create the structural changes that can
ameliorate some deeply rooted inequalities. Through this movement, citizens are reclaiming the tools
to create their own development, and propel the region forward; working to create the healthier
conditions that will allow Latin America to take the West in its stride.
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Economic Development in Kerala: Can Migration to the Gulf Spur
Economic Growth in South Asia?
By: Sumaya Almajdoub
Abstract - Can remittances spur economic growth in labour exporting countries? This paper uses the
case of Kerala – an Indian state that has witnessed increased labour migration to the Gulf since the 1970s
oil boom – to argue that the remittances sent by migrant workers help spur economic growth. This is an
important finding that is relevant to policymakers and the international development community.
Remittances continue to constitute a substantial percentage of GDP in a number of countries, and they
have even surpassed oﬃcial development assistance in South Asia. However, there are obstacles that
prevent utilizing the full potential of remittances to spur economic development. Workers send
remittances only after repaying the high costs of recruitment, visas, and travel, while weak legal
frameworks in the Gulf put workers at the risk of exploitation. Other obstacles for workers include the
high costs of international remittance transactions. Finally, to utilize the full potential of remittances,
labour exporting countries face the challenge of eﬀectively investing the inflow of remittances on the
productive sectors of the economy to promote long-term growth.
Résumé - Les paiements peuvent-ils stimuler la croissance économique dans les pays exportant de la
main-d’œuvre? Ce papier utilise le cas de Kerala – un état indien qui a vu une migration augmentée de la
main-d’œuvre au Golfe depuis le boom de pétrole pendant les 1970s – pour soutenir que les paiements
envoyés par les travailleurs immigrés ont aidé à stimuler la croissance économique. C’est une découverte
importante qui est pertinente aux responsables politiques et la communauté internationale du
développement. Les paiements continuent à constituer un pourcentage substantiel du PIB dans un
certain nombre de pays, et ils ont dépassé même l’aide oﬃcielle de développement en Asie du Sud.
Néanmoins, il y a des obstacles qui empêchent que l’on n’utilise le plein potentiel des paiements pour
stimuler le développement économique. Les travailleurs n’envoient les paiements qu’après avoir
remboursé les coûts hauts du recrutement, des visas et du voyage tandis que les cadres légaux dans le
Gulfe exposent les travailleurs à l’exploitation. Des autres obstacles incluent les coûts hauts des
transactions internationales. Enfin, les pays exportant de la main-d’œuvre aﬀrontent le défi d’investir
l’aﬄux des paiements dans les secteur productifs de l’économie pour promouvoir la croissance à long
terme.
INTRODUCTION
It is common practice for working-class individuals in South Asia to seek employment
opportunities in the Middle East, Europe, and North America. Indeed, the processes of globalization
continue to facilitate the movement of people, goods, and knowledge across barriers. This paper will
grapple with the following questions: what are the eﬀects labour migration on labour exporting
countries? And, do remittances contribute to the economic growth of South Asian countries?
According to the International Labour Organization (ILO) (2014), the jobs that South Asian
workers occupy in the Gulf are mostly contract-based for a fixed term and signed with a specific
employer. Some of these jobs are high skilled or professional, but the majority of Gulf migrant workers
occupy low or semi-skilled jobs. Workers send a significant amount of their monthly income to their
family members back home, and these transferred amounts are known as remittances (Ozaki, 2012).
Scholars continue to observe the eﬀects of these remittances on macroeconomic and microeconomic
levels, especially as remittances continue to surpass oﬃcial development assistance in South Asia
countries (Ozaki, 2012).
This paper will use the case study of Kerala, India from the 1970s until 2011, and it will argue
that remittances sent by migrant workers have had a positive eﬀect on the economic growth of Kerala.
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Despite the fact that labour migration can constitute a loss of human capital and skills in labour
exporting countries, many migrant workers have been able to improve their families’ income through
remittance transfers (ESCWA, 2013). Additionally, on a macroeconomic level, an increased inflow of
foreign currency helps stabilize the balance of payments and decrease fiscal deficits (Cooray, 2012).
As the Kerala case will illustrate, there are obstacles that prevent utilizing the full potential of
remittances to spur economic development. Some of these obstacles include the high costs of
international remittance transactions and the changing demand for migrant workers in labour importing
countries. Finally, in order to utilize the full potential of remittances, labour exporting countries face the
challenge of investing the inflow of remittances on the productive sectors of the economy, rather than
the non-productive sectors, to promote long-term growth (Brown, 2006).
This paper will first discuss the eﬀects of the current trend of labour migration from South Asia
to the Gulf. Next, it will use the case study of Kerala as an illustrative example of economic growth
driven by the inflow of remittances. Finally, it will discuss the main challenges and opportunities that
remittances present to economic growth. Some of these opportunities include policy changes that could
further expand the positive eﬀect of remittances on economic growth if adopted by relevant actors such
as international financial agencies, labour-exporting countries, and labour-importing countries.
SOUTH ASIA: GROWING REMITTANCE FLOWS
For the purposes of this paper, “South Asia” will only refer to India, Pakistan, Bangladesh, Sri
Lanka, and Nepal, while the “Gulf States” will refer to Saudi Arabia, United Arab Emirates, Qatar, Kuwait,
Bahrain, and Oman. Although it is worth mentioning that many other Middle Eastern countries, such as
Lebanon and Jordan, host South Asian workers as well. Migrant labour in the Middle East also
originates from other regions besides South Asia, such as other Arab states, East Africa, Indonesia and
the Philippines (Kapiszewski, 2006).
In 2010, India, Pakistan, Bangladesh, Sri Lanka, and Nepal received more than $70 billion US
combined of inward remittances from their citizens working across the globe (Ozaki, 2012). The
International Monetary Fund (IMF) defines “remittance” as consisting of four components: personal
transfers, employer compensation, capital transfer between households, and social benefits (IMF, 2009).
South Asian countries receive remittances from many diﬀerent regions making the flow of money fairly
resilient (Ratha, Christian, Plaza, Wyss, & Yi, 2013). It is fairly resilient because a worker’s host country
may change, but the destination of their remittances – their home country - remains constant. For
example, if demand for migrant workers went down in one labour importing country, workers would shift
to another one where there demand is higher for migrant workers (Ratha, Christian, Plaza, Wyss, & Yi,
2013).
Interestingly, over 80 percent of South Asian migrant workers in 2012 were working in four Gulf
States: UAE, Saudi Arabia, Qatar, and Oman (Ozaki, 2012). According to Cooray (2012), India continues
to receive the largest amount of remittances annually. In 2008, remittances reached over $50 billion US
and constituted about four percent of the Gross Domestic Product (GDP) (Cooray, 2012). In Bangladesh,
remittances constituted 11 percent of its GDP in 2008, and over half of migrant Bangladeshi workers
were employed in the Middle East (Cooray, 2012). Remittances constitute over 20 percent to Nepal’s
GDP and numerous studies have shown that remittances have reduced poverty significantly in many
Nepalese communities. In Sri Lanka and Pakistan, remittances constituted about seven and four percent
of GDP in 2008, respectively (Cooray, 2012). Cooray notes that the ratio of remittances to GDP
continues to increase in South Asia. Remittances serve as a distributor of financial risk, help the
development of financial sectors, help in the balance of payments, increase household incomes, and
increase households’ resiliency to financial shocks (Cooray, 2012). According to the 2013 Migration and
Development Brief published by the World Bank, remittance flows to Pakistan, Bangladesh, Nepal, and
Sri Lanka are greater than foreign currency reserves. In these countries foreign currency sent by workers
abroad plays a crucial role in helping South Asia’s weak balance of payments (Ratha, Christian, Plaza,
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Wyss, & Yi, 2013). Thus, remittances help stabilize the balance of payments on a macroeconomic level
in addition to enhancing household income on a microeconomic level.
Cooray’s (2012) empirical analysis of remittances sent to South Asia from 1970 to 2008 found
that remittances are more likely to stimulate economic growth in countries that maintain a better
financial sector, physical infrastructure, and human capital. Cooray also mentions that the very act of
sending and receiving remittances has been found to increase financial literacy.
If remittances contribute significantly to South Asian economies, then how is this contribution
helping drive economic growth? In the next section, the case study of Kerala will be used as an example
of how remittances sent from Gulf migrant workers have spurred economic development, and explore
some of the challenges that the Kerala model presents. The findings of this case may not be
generalizable as each case is context specific. Nonetheless, exploring this case can highlight shared
trends in the economic eﬀects of remittances.
CASE STUDY: KERALA, INDIA
Kerala is a state in southern India with a population of over 30 million people. Many scholars,
including the Nobel laureate Amartya Sen, have hailed the “Kerala Model” as a useful development
experience in India (Kurien, 1995, p. 70). Indeed, since the 1970s Kerala has witnessed high rates of
economic growth in addition to increased social development with improved overall living standards,
education, and health services (Kurien, 1995). Kerala also continues to receive a higher score on the
Human Development Index (HDI) compared to the rest of India (Savu & Dimitriu, 2012). Scholars have
diﬀered in explaining this growth; some attribute it to the government’s reforms and liberalization
policies, while others attribute it to the rising trend of migration to the Gulf States since the oil boom in
the 1970s (Savu & Dimitriu, 2012).
Kannan (2005) analyzed the economic growth of Kerala from 1970 to 2005. He divides the time
frame into two phases, the first phase is 1970 to 1987 and the second phase is 1988 to 2005. In phase
one, the per capita growth rate was much lower than the Indian average reaching only half of one
percent, but in phase two it came very close to the Indian average with a per capita growth rate of five
per cent. Kannan explains the lack of growth in phase one and high growth in phase two using two main
arguments. The first is that the eﬀects of migration were not felt immediately when migration to the Gulf
began in the 1970s. Migrants first needed to payoﬀ recruitment costs, visa costs, loans, and other
expenses that usually take an average of six months to one year to repay. Furthermore, the eﬀects of
remittances on economic and social development only began to show after the Indian government
embarked a series of national and economic reforms that included the liberalization of its economy, and
removal of tariﬀs and trade barriers. Perhaps the most relevant policy to remittances was abolishing
fixed exchange rates. After this measure, inward remittances were exchanged using a market-based
exchange rate, which allowed households to receive a larger value of remittances when the Indian
Rupee depreciated (Kannan, 2005)
Eﬀects of Remittances
According to Varma (2012), in 2011 the total number of migrants from Kerala to the Gulf reached
2.28 million people, and the top destinations were Saudi Arabia and UAE. The sums of money that these
two million workers sent to Kerala cannot be underestimated as inward remittances constituted 25
percent of Kerala's GDP (Joseph, 2010). This inflow of currency has helped sustain an aﬄuent state
budget in comparison to many other Indian states, in addition to supplying much needed foreign
currency to sustain the balance of payments (Joseph, 2010).
When comparing migrant households with non-migrant households it is evident that migrant
households tend to earn a higher income, and have higher consumer expenditures (Prakash 1998).
Many migrant households also allocate more leisure time, or even cut down employment hours as their
household income increases (Kannan, 2005). It is worth mentioning that some critics have argued that
migrant households engage in conspicuous consumption of goods or hold extravagant weddings or
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ceremonies, rather than utilizing remittance money in alleviating poverty (Kannan, 2005). In fact, the
most extensive telephone network infrastructures in India are found in the two states: Delhi and Kerala.
A recent survey has shown that there are twelve telephone sets for every one hundred people in Kerala.
However, it can be argued that increased leisure time, consumption of goods and services, and access
to phones indicates an improved quality of life. Further, increased leisure time can also translate in
higher social capital as a household enjoys a better living standard, and this can open other social
mobility opportunities when it comes to seeking employment or marriage to a more aﬄuent family
(Kannan, 2005).
Paradox of the “Kerala Model”
According to Joseph (2010), the most debated aspect of the Kerala Model is the fact that this
unprecedented improvement in living standards, and increased accessibility to services does not
correspond with a high growth of the economy. In Kerala, the primary and secondary sectors remain
stagnant, while the tertiary sector seems to make a bigger contribution to GDP (Joseph, 2010). On the
one hand, agriculture used to be the main sector contributing over 50 percent of state domestic product
in 1960, but this number decreased to 28 percent in 1990, and then to only nine percent in 2008
(Joseph, 2010, p. 217). The industrial sector has also been experiencing a setback contributing less than
ten percent to the economy (Joseph, 2010, p. 218). On the other hand, the tertiary sector continues to
expand especially in trade, transport, communications, real estate, banking, and retail business (Joseph,
2010). As the purchasing power of households increase, more is spent on consumer goods and
construction projects, which in turn fuels the growth of the tertiary sector (Joseph, 2010). The important
observation from these facts is that Kerala’s growth is not entirely endogenous, and that it relies heavily
on remittances in supporting living standards whether directly by remittances or indirectly by expanding
the tertiary sector. This raises important questions regarding the sustainability of Kerala’s model, which
will be explored in the following section.
Sustainability Challenges
According to Savu and Dimitriu (2012) the biggest challenge for Kerala is the sustainability of its
development model. Relying heavily on inward remittances is problematic for four reasons. The first is
that the current trend of high demand for migrant labour in the Gulf will not remain forever. Since these
economies rely on oil, they are susceptible to booms and busts as oil prices fluctuate.
The second factor is the economic policies undertaken by Gulf States to "nationalize" their
labour force to reduce their own unemployment rates, or the campaigns they adopt to ‘reform’ migration
regulations (Prakash, 1998). For example, in 1990 over 100,000 Indian workers were deported back to
Kerala due to the Gulf War (Prakash, 1998). In 1996, the UAE had a migration reform campaign, which
resulted in the deportation of over 60,000 workers from Kerala. Interestingly, Kerala witnessed a
stagnant economy in 1996, and some scholars have attributed this to the return of the migrant workers
and the loss of inward remittances (Prakash, 1998).
Third, surveys have shown that the increasingly educated and youthful population in Kerala do
not view migration for manual labour favourably (Joseph, 2010). There are signs that wages in India and
South Asia are improving, which might cause a shift in the magnitude of migration, duration and overall
remittances sent back (Ratha, Christian, Plaza, Wyss, & Yi, 2013).
Fourth, the large migration to the Gulf is also accompanied with high rates of unemployment
and slow economic growth in Kerala. As Savu and Dimitriu (2012) argue, the Kerala state government is
not adequately enacting policies that stimulate endogenous economic growth or projects to generate
domestic employment. The inflow of remittance is not being used on developing infrastructure, or on
developing the agricultural and industrial sectors. Nevertheless, there is potential in advancing some of
the sectors that have grown in the last years such as real estate and tourism (Savu & Dimitriu, 2012). It is
these sectors that have the capacity to sustain Kerala’s economy and maintain the population’s
standard of living when remittances decline or stop completely. Exploring Kerala’s case shows us that if
incoming flows of remittances do not correspond with local policies that promote long-term growth,
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then their developmental potential may only be temporary. The public and private sector needs to invest
more in infrastructure and in the productive sectors of the economy to sustain long-term economic
development that would continue even if remittances decline or stop.
CHALLENGES AND OPPORTUNITIES
International Financial Processes
The cost of remittances remains at nine percent for every $200 US (Ratha, Christian, Plaza,
Wyss, & Yi, 2013). Some international banks have started charging a “lifting fee” which is an extra fee
that is paid by the recipient of the money transfer, which further undermines the actual remittance that
reaches a household (Ratha, Christian, Plaza, Wyss, & Yi, 2013, p.7). Some governments pose taxes on
foreign remittance, but most South Asian countries, notably India, exempt foreign remittance from such
taxes. When such a tax was proposed in Pakistan it was met with great public opposition and was
eventually supressed (Ratha, Christian, Plaza, Wyss, & Yi, 2013).
There is a need to develop and implement new business models that ensure lowering remittance
costs, particularly because remittances have shown to be counter-cyclical (Brown, 2006). This means
that the flow of remittances does not correspond to the booms and busts of the business cycle (Brown,
2006). Even when there is an economic downturn, the flow of remittances can stay resilient. For
example, Ratha, Christian, Plaza, Wyss, & Yi (2013) explain that during and after the economic recession
of 2008-2009, the flow of remittances sent to South Asia was not aﬀected. Brown cites the lack of
competition between financial corporations in remittance and transfer services as the main cause
remittance costs remain relatively high. The use of moral suasion to international financial agencies to
innovate and compete in this area could possibly yield reductions in remittance costs (Brown, 2006). The
World Bank has proposed including the issue of reducing migration costs in the post-2015 development
agenda. The impetus behind this proposal is the fact that global remittances were three times larger than
the total sum of oﬃcial development assistance in 2013 (Ratha, Christian, Plaza, Wyss, & Yi, 2013).
Reducing migration costs also includes reducing recruitment, visa, and permit fees. Undoubtedly, these
fees create a heavy burden on low skilled or semi-skilled workers. For example, “a Bangladeshi worker
is likely to spend between US $1,935 and US $3,870 for a low-skilled job in the Middle East that pays
$200 a month” (Ratha, Christian, Plaza, Wyss, & Yi, 2013, p. 9). This section explored the importance of
exploring possible ways to reducing the costs of sending remittences through the international financial
system, which will help workers send more money to their home country. The next section will explore
the challenges and opportunities of utilizing the full potential of remittences in labour importing and
labour exporting countries
Labour-Importing Countries
The sustainability challenges highlighted in the Kerala case study can also be found in the rest
of South Asia. The demand for migrants in labour importing countries varies based on the performance
of the host countries economy and migration policies (Al-Shihri & Batrawy, 2013). For example, since
November 2013 Saudi Arabia has implemented a set of reforms to its migration laws, and embarked on
a campaign to deport thousands of illegal migrants, including many South Asian nationals (Al-Shihri &
Batrawy, 2013). As a result, many major construction projects have been halted, while the deported
workers and their households have lost the remittances that they would have earned (Al-Shihri &
Batrawy, 2013). The enforcement of the deportation campaign was highly criticized by human rights
agencies especially after a clash between workers and the police resulted in one death and several
injuries (Human Rights Watch, 2013). Another deeply alarming issue is the unequal migrant sponsorship
system in the Gulf – known as kafala, which puts workers at a high risk of exploitation (ESCWA, 2013).
This is an important issue, and perhaps a detailed analysis of labour rights and working conditions in the
Gulf is beyond the scope of this paper. Indeed, the lack of a legal framework to protect worker rights
puts migrant labour at a vulnerable position subjecting them to physical abuse, inadequate working
conditions, or a denial of wages (Human Rights Watch, 2013).
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Labour-Exporting Countries
Perhaps the single most important challenge for the governments of South Asia is to use this
external flow of remittances to develop their financial sectors and invest in targeted development
projects in infrastructure, education, and welfare services (Brown, 2006). Remittances are able to help
the economic growth of South Asia by decreasing deficits, providing foreign currency reserves, and
increasing household incomes. Remittances also provide economic benefit if more money is invested in
children and youth’s education and healthcare, which ultimately increases labour productivity and
positively aﬀects economic growth. As new employment opportunities for low and semi-skilled workers
in open up in labour importing countries, such as the Gulf, there is a potential to mitigate unemployment
and improve social and economic mobility for poor households (Siddique, Selvanathan, & Selvanathan,
2012). These economic and social benefits will not be expanded if governments are not actively
investing in the long-term development of their economies and human capital.
Brown (2006) also highlights the importance of intergovernmental cooperation between labour
sending and labour receiving countries to set up more migration and remittance friendly policies. For
example, the World Bank has estimated that if developed countries gave a three percent increase in
granting temporary visas, then $16 billion US would be added to world incomes (World Bank, 2003, as
cited in Brown, 2006, p. 57). Some countries such as India, Bangladesh, and Sri Lanka have set up
government welfare funds for migrants, India even signed bilateral agreements to transfer these benefits
easily (Ozaki, 2012).
Collecting accurate and reliable data on remittances is another challenge for governments and
international financial regulating agencies; this is important because informal channels for financial
transfers are used extensively (Brown, 2006). They can be used for both licit and illicit purposes as
policymakers have voiced their concern that informal channels may be exploited for money laundering
and other illegal activities (Ozaki, 2012). The system of private informal transfers, Hawala (the Arabic
word for transfer) for example, is commonly used by rural Indian households who do not have access to
banking services and find that the low cost of this informal channel makes it a very viable option (Ozaki,
2012, p. 19). The Hawala system relies on transnational communal networks. For example, an Indian
migrant worker in Kuwait would go to a Hawala agent in Kuwait and pays him $100. The Hawala agent
contacts his cousin or friend in India and tells him to pay the local equivalent of $100 to the worker’s
family in India. In a way the system allows for the movement of money without actually transferring it.
The system also depends on mutual trust because the balance between the two Hawala agents is not
settled immediately (Ozaki, 2012). The main concern is that informal channels hinder large remittances
from entering and positively influencing the oﬃcial financial system (Ozaki, 2012). Decreasing the overall
economic burden of migration, and remittance costs has the potential to help workers boost their
income, ultimately sending more remittances and expanding economic growth.
CONCLUSION
In conclusion, this paper has shown how Gulf migrant remittances have positively spurred the
economic growth of Kerala since the 1970s. South Asian countries receive over $70 billion US annually
from remittances alone, and the remittance to GDP ratio continues to increase. South Asian households
use migrant remittance as a strategy to increase income and facilitate social and economic mobility. The
growing trend of temporary labour migration has resulted in an increasing flow of remittances across the
world. Investigating the case of Kerala is useful in exploring the ways in which inward remittances have
spurred economic development. However, this paper has shown that local governments have not fully
expanded the full benefits of remittances in facilitating development. More eﬀorts are needed in building
the necessary financial infrastructure that has the potential to facilitate investments and long term
growth. International financial corporations, the World Bank, and the IMF can also assist by making the
reduction of migration and remittance costs a strategic priority in development agendas. Instead of
focusing eﬀorts in the international community on increasing oﬃcial development assistance, more
eﬀorts can be directed towards removing the obstacles faced by migrant workers when they travel for
work. This can enable maximizing the benefits of remittances and support economic development.
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Labour importing countries can improve the legal and institutional frameworks that protect worker rights,
while labour exporting countries can improve their economic policies to invest remittance inflows in the
productive sectors of the economy to promote sustainable long-term economic development and not
just short-term economic growth.
As remittances continue to surpass oﬃcial development assistance, what does this mean for the
study of labour migration development? First, it means that remittances can be further explored as a
driver of economic development by governments and the international community. Second, although
remittances sent by each worker may constitute a small amount, when combined they form a consistent
flow that can cause a positive eﬀect on the economy as whole. Further, unlike a trickle-down eﬀect
where growth in the economy is hoped to trickle down to society, remittances directly reach poor
households and improve their resilience to economic shocks. This means that migrant workers are not
only helping themselves and their families, but are also contributing substantially to the national
economies of their countries in an equitable way. This paper emphasizes the importance of removing
obstacles to create a win-win framework where labour importing countries, like the six Persian Gulf
countries, receive much needed human capital, migrant workers are free and protected to pursue
employment, and labour exporting countries receive larger foreign currency flows to their economy.
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The Toilet Taboo: The Eﬀectiveness of Sanitation Projects in India
By: Rumana Rafiq

Abstract – Despite India’s advancements in development and industry, it is also the nation with the
greatest prevalence of open defecation in the world. This paper examines India as a case study in order
to understand some of the barriers to sanitation projects. Specifically, these barriers include: top-down
governmental approaches such as inconsistent and ill targeted funding, subsidizing, poor quality toilets
when built, and incentivizing. In addition, there is a need to transition to Community-Led Total Sanitation
models. This can be done by improving health awareness and integrating vulnerable populations in
sanitation campaigns. Additional recommendations for future projects, including further use of
technology as seen in the current Clean India Mission, are also made throughout this paper. These
findings can provide useful methods to improve sanitation in India, which not only has applications to
current sanitation policies in the country, but could also serve as a model to benefit other countries facing
similar concerns.
Résumé - Malgré les avances de l’Inde en développement et industrie, elle est aussi la nation avec la plus
grande prévalence de défécation publique dans le monde. Ce papier examine l’Inde comme une étude
de cas pour comprendre certaines des barrières aux projets de la hygiène publique, en particulier les
approches gouvernementales de haut en bas comme les subventions et financements insuﬃsants et mal
visés, un manque de toilettes de bonne qualité (si elles ont bâties) et d’incitations. En outre, il y a un
besoin de faire la transition aux modèles d’assainissement total par la communauté. On peut faire cela en
sensibilisant le public à la santé et intégrant les populations vulnérables dans les campagnes
d’assainissement. Ce papier recommande aussi des projets supplémentaires à l’avenir, comme l’emploi
de la technologie dans la mission actuelle « Nettoyez l’Inde ». Ces découvertes peuvent fournir des
méthodes utiles pour améliorer l’assainissement en Inde, qui non seulement appliquent les politiques
d’assainissement dans la nation, mais aussi servent comme modèles pour des autres pays face aux
problèmes similaires.
INTRODUCTION
On August 15, 2014, Indian Independence Day, newly inaugurated Prime Minister
Narendra
Modi gave a speech on the importance of developing a cleaner India. This led to the launch of his
Swachh Bharat Abhiyan (Clean India Mission), pledging to build 111 million new toilets by 2019 and
promote better sanitation habits (Sim, 2014). This has come at a very important time for the country.
Despite India’s progressive industries and emerging economy, more Indians have access to a cellphone
than to a toilet (Kumar, Kar, & Jain, 2011). While earlier development initiatives have brought more
latrines (toilet facilities) to the country, a staggering 597 million of the world’s one billion people who
practice open defecation (the process of leaving excrement in fields or bodies of water) reside in India
(World Health Organization & UNICEF, 2014). This situation leads to numerous public health concerns
and issues in human safety (Sim, 2014). Adequate sanitation, as measured through the creation and use
of toilets and the elimination of open defecation, is a pressing need in India that has not yet been
achieved. Following a discussion on the need for the examination of sanitation in India, this paper argues
that governmental approaches – including funding, subsidizing, lack of quality toilets when built, and
incentivizing – must be improved along with a transition to Community-Led Total Sanitation projects.
This paper assesses the need for a greater focus on health promotion and social integration by
eradicating inequalities and prioritizing sanitation for vulnerable populations. Finally, the paper concludes
with an analysis of Modi’s present campaign and recommendations for future initiatives.
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SANITATION IN THE INDIAN CONTEXT
As seen in Figure 1, the practice of open defecation is concentrated in specific parts of the
globe. In fact “82% of the one billion people practicing open defecation in the world reside in just ten
countries” (World Health Organization & UNICEF, 2014).

Fig. 1. Top 5 countries with the highest number of open defecators in 2012. Adapted from “Progress on
drinking water and sanitation 2014 update,” by the World Health Organization & UNICEF, 2014.
With 597 million residents practicing open defecation, India tops this list (World Health
Organization & UNICEF, 2014). Indonesia (54 million), Pakistan (41 million), Nigeria (39 million), and
Ethiopia (34 million) are the next four leading countries (World Health Organization & UNICEF, 2014). A
case study of India will create a deeper understanding of the factors that facilitate or impede the
success of sanitation projects. The Joint Mentoring Programme, the oﬃcial United Nations initiative to
monitor progress and provide data on safe drinking water and sanitation, found that although “open
defecation had dropped from 31% to 17% from 1990 to 2012” worldwide, nations with the largest
prevalence of this issue are not making significant changes in their systems (World Health Organization
& UNICEF, 2014). Thus, the case study approach allows for a close examination of sanitation projects to
eradicate open defecation in India, which oﬀers potential teaching benefits to other sanitarily stagnant
states.
TOP-DOWN ATTEMPTS TO IMPROVE ACCESS TO SANITATION FACILITIES
Government led top-down aid models involve funding sanitation projects, subsidizing toilet
costs, as well as building latrines and providing incentives for doing so. Despite various eﬀorts, such as
the Total Sanitation Campaign launched in 1999, the National Urban Sanitation Policy in 2008, or the
Millennium Development Goal (MDG) sanitation projects which spanned from 2000 to 2015, UNICEF
and the World Health Organization reported India was “not on track” to meet the MDG target in 2006
(Sridhar & Reddy, 2010, p. 40). The target in question is MDG goal seven, target three, which aimed at
reducing the world’s population that lacks basic sanitation by 50 percent by 2015 (UNDP, 2014). This
shortcoming was confirmed when the UN stated that India had failed to meet the target, having been
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“held back by the massive open defecation problem” (Kumar et al., 2015). In addition, the post-2015
Sustainable Development Goals have been proposed, which include more specific and focused goals
that will help to inspire and track change. These objectives can be seen in goal six, which aims to
“ensure availability and sustainable management of water and sanitation for all” (United Nations General
Assembly, 2014). Or more specifically, to “achieve access to adequate and equitable sanitation and
hygiene for all, and end open defecation, paying special attention to the needs of women and girls and
those in vulnerable situations” by 2030 (United Nations General Assembly, 2014). These focused
strategies targeting the issue of open defecation provide hope to India and to the world.
Sanitation is an important investment for governments in India, however not enough funds are
being contributed to this cause. It is estimated that India loses nearly $54 billion US a year due to a lack
of toilets and poor hygiene by way of “premature deaths, treatment for the sick and loss of productivity
and revenue from tourism” (“India Loses,” 2010). According to the World Health Organization and
UNICEF (2014), “those countries where open defecation is most widely practiced have the highest
numbers of deaths of children under the age of five, as well as high levels of under nutrition, high levels
of poverty and large disparities between the rich and poor”. In addition to preventing these losses, a
large financial investment for governmental sanitation projects should be understood as a long-term
investment for India. The WHO has stated that for every dollar spent on improving sanitation, there is a
financial gain of seven dollars (Sridhar & Reddy, 2010). Therefore, investing in sanitation is very
beneficial.
Alarmingly, total government expenditure on improving sanitation in India has been inconsistent.
Within the Ahmedabad Municipal Corporation (AMC) – which governs Ahmedabad, one of the most
populous cities in India – there have been large fluctuations in capital spending on sanitation. Spending
on sanitation has ranged from as little as 2.81 percent in 1999-2001 to as high as 31.10 percent in
2000-2001 (Sridhar & Reddy, 2010). These fluctuations suggest that sanitation is not a consistent
priority. Thus, the increase in 2000-2001 could have been a result of the Total Sanitation Campaign
initiated in the previous year. Regardless of the cause of this large increase in spending, it is clear that
the funding for sanitation is often not given precedence by governments.
In addition to increasing and maintaining consistent spending, the Indian government can
approach the issue of sanitation in other ways. One example is through subsidizing toilet creation costs
in an attempt to lessen financial burdens of purchasing a toilet. This is an approach that is currently
being widely implemented in the country, with the government having spent approximately 500 million
Canadian dollars on subsidies this year (Nathoo, 2015). However, it must be noted that numerous other
countries, such as Bangladesh, have made further improvements in sanitation with fewer subsidies
(Nathoo, 2015).
The use of subsidies as an eﬀective method to improve sanitation must be further questioned.
One issue, for example, is that 77 percent of individuals who are able to use subsidies already have
toilets, however many are not functional (Jacob, 2014). Therefore, it seems that the standard of toilets
that are built, rather than the cost, is also a key issue in these top-down approaches, further impeding
sanitary progress.
A large number of toilets built by the Indian government lacked covered pits, septic tank
connections, and water – with some latrines requiring a fee for use (Banda et al., 2007). Similar to Indian
government run policies, Western aid projects have also faced many of the same issues by creating
toilets that are often culturally unacceptable or too expensive and requiring further resources (Ayala,
2014). One example of this are the toilets proposed by the Gates Foundation’s Reinvent the Toilet
Challenge, which aimed to create a latrine that could be used in the developing world (Kass, 2013). The
winner was a solar-powered toilet that harnesses energy from feces, costing $1,000 US (Kass, 2013).
Although the aim of the contest was to create a practical latrine, these “western toilets” were financially
ineﬃcient and overly complicated for the purposes required (Kass, 2013). There is a need for targeted
projects of a higher standard in these top-down approaches.
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Models using incentives have been another popular government sanitation plan, and have been
met with some success in rural communities. This was demonstrated in the state of Maharashtra, where
funding was provided for creating rural sanitation infrastructure, such as toilets, starting in 2000 (Sridhar
& Reddy, 2010). By the end of 2005, Maharashtra proclaimed 350 villages free of open defecation
(Sridhar & Reddy, 2010). It seems as though incentivizing sanitation improvements may be a promising
way to create change. Thus, lessening costs for toilet creation, building toilets by governments, and
providing cash rewards for creating latrines may create a larger number of toilets. However, it must also
be understood that these methods do not address the need for health awareness on why toilet-use is
essential, or the integration of local communities in sanitation campaigns. These points will be further
analyzed through the perspective of the grassroots approach to sanitation.
COMMUNITY-LED TOTAL SANITATION
Community-Led Total Sanitation (CLTS) contrasts with top-down government models in a
multitude of ways. It aims to enable local communities to drive change by being directly involved in the
sanitation campaigns. Some key points include: hands-on training, allowing locals to come to their own
analysis on the issues and to take charge, as well as tracking progress (Kar & Chambers, 2015). One
example is forming student activist groups to promote proper sanitation habits, as was seen in Haryana
(north India), to raise awareness in the school and encourage good sanitary behaviours from a young
age (Kar & Chambers, 2015). For the focus of this paper, two key points in this model will be assessed:
the importance of raising health awareness, and how total community involvement must be incorporated
into sanitary campaigns, whether local or large scale (Kar & Chambers, 2015).
As stated, government funding for sanitation needs to greatly increase, however these funds
must be better targeted to meet the needs of sanitation projects. From a CLTS standpoint, there must
be more eﬀort to raise awareness of the importance of improved sanitation and health benefits. This is
something that is currently not being done eﬀectively, as seen when Arun Jaitley, India’s finance minister,
announced that of the 40 billion rupees being spent on toilets, only 15 percent would go towards
“information, education and communication” (Mehrotra, 2014). Percentage spending on health
awareness must improve in order to make individuals realize the importance of sanitation. Without
understanding why sanitation must be improved, individuals will continue to be apathetic and ill
informed about the dangers of open defecation.
The Indian population is also responsible for maintaining eﬀective sanitation policies. According
to Biswas (2012), “many Indians continue to relieve themselves in the open and litter unhesitatingly, but
keep their homes clean”. This disconnect, a phenomenon known as ‘Not In My Back Yard’ accurately
depicts the lack of responsibility that some Indians feel for maintaining environmental sustainability and
in particular, proper sanitation. The way to move beyond these types of cultural attitudes is perhaps the
most diﬃcult hurdle India faces today.
Opinions towards sanitation by locals must be further understood. A study conducted on
attitudes towards toilet use held by locals in the village of Nelvoy, Tamil Nadu (south India), shows that
although 31.8 percent of households have functional toilets, only 67.9 percent of those individuals use
them (Banda et al., 2007). Therefore, toilets are often not being utilized, even when available. The 74.2
percent of people in the study that practiced open defecation justified their actions by citing tradition,
social outings, a chance to go outside, not wanting to dirty the house, and how they felt that open
defecation lacked any stigma (Banda et al., 2007). Also, they often drew attention to a lack of financial
resources to maintain a toilet, usually having to add water if latrines were not built to standard quality
(Banda et al., 2007). This issue illustrates that higher quality toilets need to be built.
Furthermore, the study proved that many individuals were not fully informed about the link
between defecation and diarrheal diseases, as a result they continued to openly defecate without
worrying about health problems (Banda et al., 2007). In terms of sanitary beliefs and attitudes, it seems
as though individuals are either completely apathetic or lack information about the implications of their
behavior. The need for a “great sanitary awakening” is a pressing need in India (Kumar et al., 2011). This
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attitudinal shortcoming reflects back to the point that health promotion and community involvement
needs to become a larger focus in the country, particularly in rural areas.
Even if toilets are constructed with government support and the benefits of their use are
promoted, there is yet another problem that India faces in terms of ending open defecation. This
problem is the exclusion of a number of vulnerable populations including lower caste members and
much of the rural female population.
The caste system is supported through the ideology of karma, “a belief that one's place in life is
determined by one's deeds in previous lifetimes” (Mishra, 2006). Thus, it is often hard for individuals to
oppose this system. One group, the Dalits, fall outside of the castes entirely and are called
“untouchables” (Mishra, 2006). As a result, they are excluded from receiving many basic rights, such as
clean water and latrines, along with lower caste members (Mishra, 2006). Although lack of sanitation is
by no means limited to members from the lower castes, their exclusion from sanitary rights can largely
impede progress to the nation as a whole. Moreover, when pit latrines without sewage connections are
built, it is often members of the lower caste who are expected to manually scavenge waste, a practice
that involves removing excrement with their bare hands (“India: Caste,” 2014). This is a major human
rights issue that links back to the lack of proper waste management and toilet creation. As a result, this
practice continues to isolate individuals and fosters unhygienic conditions. Inclusion of all individuals in
a community is the key to success of these projects, but with the presence of the caste system, this is
diﬃcult to achieve.
Sanitation problems are often perpetuated when vulnerable members of society are isolated.
This can be assessed with the lower caste population. In the aforementioned study conducted in the
village of Nelvoy, 26 percent of people in the main village practiced open defecation, while an alarming
46 percent of people living in the Harijan colony in Nelvoy did the same (Banda et al., 2007). As this
study illustrates, open defecation was practiced more often in the isolated lower caste, citing lack of
education, toilet access and water as possible reasons (Banda et al., 2007).
The isolation of lower castes is particularly harmful for the progress of sanitation policies, and
top-down models do not take these groups into account. The following study, by Shakya, Christakis and
Fowler (2014), looked at the success of an intensive sanitation promotion project run under the Total
Sanitation Campaign. Data was collected over two years in the state of Karnataka to study how network
cohesion aﬀects individual latrine ownership. The authors found that the interconnectedness of
community members had a positive impact on the enforcement of new social norms, primarily that of
latrine ownership (Shakya et al., 2014). This finding indicates that isolating people from one another by
caste and social class limits social networks, which in turn lessens the social enforcement of proper
sanitation.
Women are also highly vulnerable populations in the progress of sanitary improvement. At
present, many women are not receiving required toilet facilities and face security and health issues as a
result. Due to a shortage of proper indoor facilities, women must often wait until dark to relieve
themselves in order to not be seen, which exposes them to the risk of assault by others in the
community (Anand, 2014). Furthermore, if women are not able to leave the home, they may relieve
themselves indoors, raising sanitary issues (Arya, 2014). The need for toilets is even more pressing
because of these concerns in health and safety. In addition, men, who are often largely responsible for
building toilets, must also fully understand the benefits of latrines in order to help these vulnerable
populations (Anand, 2014). Raising awareness about these issues and involving community members in
order to address their needs will improve the success of sanitation projects in India.
Along with social inequality, economic inequality further isolates individuals in the country. The
severity of income inequality is illustrated by the fact that despite occupying the lower middle-income
range in terms of GDP per capita, India is also home to the fourth and fifth richest men in the world
(Schafer, Haslam & Beaudet, 2012). This income gap has serious eﬀects on social capital, or the “extent
to which individuals are willing to co-operate in the pursuit of shared goals” (Schafer et al., 2012, p. 10).
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Such inequality as well as the inherent social hierarchy can lessen social capital and foster hostility and
lack of cooperation, which makes progress in terms of sanitation extremely diﬃcult.
Overcoming the barriers of vulnerable population exclusion and other inequalities can be done
in a number of ways. Gram Vikas, located in Odisha (East India), is an organization that helps to target
the specific issue of vulnerable population discrimination while providing aid for sanitation and water
projects. According to Gram Vikas (2015), their support is:
Contingent upon agreement and participation of 100 percent of the families in each village or
habitation, ensuring that the benefits are shared equally among all, irrespective of sex, caste,
creed or economic status. A bathing room and a toilet is constructed for every household with
community contributions (Gram Vikas, 2015).
Equal treatment of all community members and sharing the cost of the project makes these
endeavors more inclusive than traditional top-down aid models. They are also very eﬀective, with an “85
percent reduction in the incidence of water-borne diseases in these villages” (Gram Vikas, 2015). The
work of this organization in their inclusion policies to break down discrimination presents one way for
more eﬀective sanitation projects. Reflecting on the success of these selected projects, similar policies
should be integrated into existing sanitary campaigns in India.
The issues presented above demonstrate that there is a pressing need to eradicate the cultural
stigmas and inequalities embedded in Indian society regarding sanitation. Some of these areas are
being dealt with through the Swachh Bharat Campaign. Prime Minister Modi has nominated nine famous
individuals in India (including athletes, movie stars, etc.), to promote the campaign, who will then invite
nine more people to take part, and so on (Modi, 2014). The use of celebrity activism sets a powerful
example for rural communities where improvement is most needed. This is done by reinforcing social
networks to pass on positive health behaviours and by using fame to draw attention to these pressing
issues (Wheeler & Kapoor, 2012).
Social links and health behaviours can be further passed on through eﬀective use of technology
to spread information and propose sanitation policies (Kumar et al., 2011). The promotion of Modi’s
campaign is being promoted throughout India on television, news channels, and advertisements, further
spreading the message. In addition, some of these promotional ideas are being addressed with the
Swachh Bharat campaign, through its app, “SwachhBharat” (Clean India, 2014). Users are encouraged
to take pictures after cleaning parts of their community, or to capture dirty areas in their neighbourhood,
which can be shared through the app (Clean India, 2014). The hash-tag #MyCleanIndia is also being
promoted by the Prime Minister (Modi, 2014). By including local citizens in the cleanup of their
community, individuals are more involved with the issue of sanitation. The use of uploading images to
social media takes advantage of the power of social networks to hold Indians accountable to this
positive campaign in the eyes of their friends, as well as to help promote the campaign. These are
positive and powerful uses of “slacktivism,” which can be defined as “forms of advocacy, particularly
those related to social media” (Seay, 2014). It seems as though Modi’s campaign is working to change
the fact that more Indians have access to a cellphone than a toilet.
CONCLUSION AND RECOMMENDATIONS
It is clear that sanitation is a multi-dimensional problem in India, spanning many areas, including
the economy, health, education, social networks, and more. Although previous policies have often led to
a lack of success, government awareness and policies seem to be improving. Most notably, this is
demonstrated with commitments to funding and governmental support through Prime Minister Modi’s
new campaign, and his pledge to build 111 million new toilets by 2019 (Sim, 2014). Hopefully the quality
of these latrines will improve, and sanitation will continue to be a well-funded political priority in the
years to come. Nevertheless, we must also understand that the number of toilets built, though easy to
measure, does not imply an actual improvement in attitudes and health benefits.
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Measuring the use of toilets could be a recommendation for future sanitation campaigns
(Sanitation quality, Use, Access & Trends, 2014). This is something that is addressed in Modi’s present
campaign. Whereas previous measures simply quantified the creation of toilets, a government statement
indicated that in the upcoming campaign “sanitation inspectors will go door-to-door to survey
household lavatory use” (“India Launches,” 2015).
Ultimately, CLTS needs to become a primary focus over top-down governmental models. More
must be done to increase funding targeted towards awareness and education, and promote the creation
of higher quality toilets. While delving more into the stepwise process of CLTS was outside of the scope
of this paper, it is worthy of further exploration and can suggest specific methods in which to implement
sanitation policies from a grassroots level (Kar & Chambers, 2008). Additionally, to achieve complete
progress towards community integration, a complete restructuring of attitudes and beliefs as well as a
change of cultural stigmas and inequality must occur. This change can be achieved through health
promotion and social integration, such as eradicating stigmas in castes, prioritizing proper sanitation
facilities for women, lessening economic inequalities, and continuing the use of celebrity activism and
technology within campaigns. Ultimately, a specialized approach to sanitation is something that India
and many countries around the world require. Until these criteria are met, however, “India will never have
enough toilets” (Biswas, 2012).
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Supermarket Food Procurement Practices in Dar es Salaam: Risks
and Benefits for Rural Smallholder Farmers
By: Jeremy Wagner, Sierra Nickel,
Josh Rempel, and Marie Verbenkov

Abstract – While modern food retail development in Dar es Salaam is an indication of food system
formalization, the degree to which development will increase food security and alleviate poverty in rural
farming communities is questionable. Based on observational research and interviews with supermarket
staﬀ, this study explores the recent emergence of supermarkets in Dar es Salaam, Tanzania and the
implications of their procurement practices for Tanzania's rural smallholder farmers. The emergence of
supermarkets is slowly directing Tanzania’s food system toward centralized and regionalized
procurement networks, specialized wholesalers and supplier systems, and supply for increased
consumer demand of quality products. The development of an eﬃcient and eﬀective food procurement
system is a prerequisite for fostering market-oriented contribution to income generation and poverty
reduction within Tanzania's rural communities. However, due to processes of land acquisition and the
tendency of supermarkets to import food products, the bridge between domestic rural farmers and
supermarket shelves has not been formally established, and competition runs the risk of building bridges
which exclude Tanzania’s largest and most vulnerable rural peasant communities. If poverty reduction
and development from the bottom are priorities, then food procurement development should be directed
towards supporting rural farming communities’ eﬀorts to access the emerging supermarket economy.
Résumé - Bien que le développement modern du commerce de détail de la nourriture dans Dar es
Salaam soit une indication de la formalisation du système alimentaire, la mesure dans laquelle le
développement aidera la sécurité alimentaire et réduira la pauvreté dans les communautés agricoles
rurales est contestable. Cette étude explore l’émergence des supermarchés dans Dar es Salaam,
Tanzanie et les implications de leurs pratiques d’approvisionnement pour les petits cultivateurs.
L’émergence des supermarchés dirige lentement les infrastructures institutionnelles (qui influencent le
système d’approvisionnement alimentaire) vers les réseaux centralisés et régionalisés, les systèmes
spécialisés des grossistes et fournisseurs, et la fourniture des produits de bonne qualité pour les
demandes augmentées. Le développement d’un système d’approvisionnement alimentaire eﬃcace est
une condition préalable pour encourager la contribution orientée vers le marché à la production des
revenus et la réduction de pauvreté au sein des communautés rurales de Tanzanie. Néanmoins, la
transition entre les agriculteurs ruraux et les étagères des supermarchés n’a pas été établie
oﬃciellement, et la compétition risque d’établir les transitions à l’exclusion des communautés rurales les
plus grandes et les plus vulnérables en Tanzanie. Si la réduction de pauvreté et le développement de bas
sont les priorités, puis le développement d’approvisionnement alimentaire doit soutenir les eﬀorts des
communautés agricoles rurales d’accéder l’économie émergeant des supermarchés.
INTRODUCTION
Supermarket economies are transforming food systems in Africa (Reardon, 2004), and the
process is having both positive and negative implications for food security within the continent. Dar es
Salaam, Tanzania is no exception to this radical shift towards formalization (Kinabo, 2003). This paper
explores supermarkets' food procurement practices within Dar es Salaam, the implications of such
practices for domestic rural smallholder farmers, and the policy issues arising in the wake of this shifting
food system.
While the proliferation of supermarkets in many African countries is an indication of formalizing
food systems within the continent, the process is being met with mixed responses. In Lagos, Nigeria,
farmers threatened to burn down the South African owned Shoprite branch because of the
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supermarket’s role in the decline of their local supply chains (Abrahams, 2009). In Uganda, local
authorities actively encouraged farmers to seek government support for the ‘invading’ supermarket
supply chains, helping producers meet the quality and consistency requirements for supplying the
supermarket (Abrahams, 2009). In 2008, wage disputes over foreign management at the Shoprite stores
in Dar es Salaam, Tanzania prompted labour authorities to call the foreign supermarket to be
accountable. Furthermore, Shoprite’s tendency to procure 80 percent of their products from South Africa
led the government of Tanzania to publicly condemn their practices (Ciuri, 2013).
Supermarkets in Dar es Salaam struggle to find consistency in quantity and quality of products
from domestic sources due to factors such as inadequate farming and indirect lines of procurement.
While supermarkets prefer to procure food products from domestic sources for financial reasons, they
are often forced to rely on importing from more developed procurement systems such as South Africa
and Kenya. Though the food procurement system is growing within Dar es Salaam and Tanzania,
domestic networks remain informal. This forces supermarkets within Dar es Salaam to work within a
system that does not eﬀectively cater to their interests. The proliferation of supermarkets, however, is a
key indicator of future development within the food procurement system. This anticipated development
will either benefit or bypass domestic smallholder farmers. In Tanzania, rural farming communities
consist of 80 percent of the population below the poverty line. Though the Tanzanian Government is
attempting to stimulate growth within the agriculture sector to increase overall food security, this may not
benefit smallholder farmers. The literature indicates that as food systems formalize and lower costs
throughout the supply chain, rural smallholders are often left behind during processes of land acquisition
and the importation of food products.
This paper continues by presenting a brief review of the formalization debate within the context
of developing countries. The next section of the paper examines the context from which formalization of
food retailing in Dar es Salaam is occurring. This is discussed within the parameters of a top down
interdisciplinary social-science perspective that focuses on food systems policy and development. The
purpose of this analysis is to provide context and to show where this study fits within the existing body
of knowledge pertaining to supermarket food procurement practices in developing countries. The last
section of the paper presents our findings and concluding discussions.
LITERATURE REVIEW
Within the defined parameters, the review explores: (1) the theoretical framework of food
procurement formalization and proliferation in the Global South, (2) the determinants and patterns of the
development of modern food retailing systems within Dar es Salaam, (3) the impacts a shifting food
system is having on food procurement patterns and smallholder farmers, and (4) the advantages and
disadvantages of food system formalization.
FOOD PROCUREMENT FORMALIZATION AND PROLIFERATION IN THE GLOBAL SOUTH
There has been an exponential increase of modern food retail industries in the Global South (Kinabo,
2003; Peyton et al. 2013). Shoprite, Africa’s largest food retailer, has grown from eight stores in 1979 to
having a turnover of $2.6 billion US and serving more than 39 million customers per month in 2003
(Weatherspoon, 2003). While the definition of modern food retailing is contested and evolving, its
emergence within the Global South entails an increase in large retail chains and economies of scale
within the food retail sector (Reardon et al. 2003). As a result, large varieties of food products are oﬀered
at a single location at competitive prices. Modern food retail operations tend to be situated in urban and
densely populated areas where there is demand for quality food products in large quantity.
This ‘supermarket revolution’ in the Global South must be understood as a complex multifaceted
process with broad consequences. Retail modernization has not only been significant to the economic
growth of retail sectors in developing countries, but also across entire food systems in which they are
located (Peyton et al. 2013). Farmers, wholesale distributors, retailers, and consumers are all impacted in
diﬀerent ways by this modernization (Kawa et al. 2007; Peyton et al. 2013; Weatherspoon et al. 2003). In
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considering meta-institutional forces leading to this exponential expansion of supermarkets within
developing contexts, trends of globalization and liberalization have oﬀered opportunities for modern
food retail business (Peyton et al. 2013; Reardon et al. 2004). The increasing economic
interconnectedness between states and regions has made it possible for supermarket economies to
lower food product prices, open new import purchasing channels, and access greater food variety
(Nishiura, 2010). As Peyton et al. (2013) argue, supermarkets diﬀused into developing countries as a
result of liberalized economic policies for multinational corporations. In promoting free-trade between
countries, these policies opened a plethora of opportunities for food procurement expansion (Peyton et
al. 2013).
In the 1990s, foreign direct investment (FDI) in food retailing grew substantially in East Africa
(Reardon et al. 2003). The emergence of supermarkets is a reflection of both an increasingly globalized
mode of commerce and liberalization policies, which attempt to take advantage of this global
interconnectedness. This increases incentives for foreign supermarket chains in more developed
countries to undertake FDI in less developed economies due to highly competitive food retailing markets
in their home countries (Reardon et al. 2003; Weatherspoon, 2003). With minimal competition from
informal retail markets and domestic-capital supermarkets, early entry of FDI has significant advantages,
one of which is the occupation of key retail locations in neighbourhoods where people have high socioeconomic standing (Reardon et al. 2003). Other factors such as income, urbanization, and infrastructure
also determine the rate of food procurement formalization in developing contexts (Boselie et al. 2003;
Nishiura, 2010; Weatherspoon et al. 2003). As Reardon et al. note, “the overall image is of waves of
diﬀusion rolling along,” reaching regions at diﬀering times depending on the identified factors (2003, p.
1142).
IMPACTS ON FOOD PROCUREMENT PATTERNS AND RURAL SMALLHOLDER FARMERS
With the formalization of food procurement in Tanzania, discourse around food security within
the country is changing. South African supermarket chains have primarily initiated the growth and
expansion of supermarkets in Tanzania (Emongor et al. 2009). Emongor et al. argue that the expansion of
South African supermarket chains into Tanzania is seen as an opportunity for local suppliers within the
food procurement chain to increase their output and income; supermarkets oﬀer a “ready market” for
domestically grown produce (pg. 66, 2009). While this may be true, capitalizing on the opportunity has
shown to be a diﬃcult process in Tanzania that requires development in every level of the food
procurement system (Eskola, 2005; Peyton et al. 2013). Quite often, small-scale local farmers are unable
to access this 'ready market' for a variety of reasons.
Procurement can easily exclude local producers, especially smallholder farmers and processors
(Peyton et al. 2013). South African owned supermarkets in Tanzania have a history of implementing
procurement strategies that support foreign agricultural markets while avoiding domestic products
(Emongor et al. 2009). Due to economies of scale, supermarkets prefer to procure from large suppliers
who can supply all branch locations with consistent quality and quantity of products (Peyton et al. 2013).
Given that the food system in Tanzania operates within an informal context, many local farmers and food
processors are not able to comply with the demands of supermarkets and their consumers. Thus,
supermarket chains often prefer to source from larger out of country suppliers to achieve the consistent
quantity and quality needed to uphold consumer satisfaction (Emongor et al. 2009; Weatherspoon et al.
2003).
As Kiratu et al. state, a modest increase in agricultural production during the 2000s can be
attributed to the Tanzanian government's implementation of the Agricultural Sector Development
Strategy of 2001 and the subsequent Agricultural Sector Development Program adopted in 2006 (2011).
Following the food price crisis of 2006-2008, food security took on a higher priority, which further
strengthened the Tanzanian government's commitment to new investments and support toward
agricultural development (AGRA, 2013). The main objectives of the program are to strengthen the
institutional framework, promote agricultural research and modern practice, facilitate investment,
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develop markets, and improve rural infrastructure (URT, 2006). In an attempt to meet these objectives
and transition Tanzania's current food procurement practices into a more formalized and competitive
system, the government has been introducing a number of tax incentives aimed at creating a favourable
environment for agricultural investment (URT & FAO, 2008).
ADVANTAGES AND DISADVANTAGES OF FOOD SYSTEM FORMALIZATION
With the rise of supermarkets in Tanzania marking the transition of the food economy from informal, lowquality markets to more sophisticated, quality-based modes of food retailing, there are mixed
implications in regards to food security. Despite development within the agriculture sector being
considered the most eﬀective strategy for rural poverty reduction (Deininger, 2011; FAO, 2012), food
system formalization regularly bypasses rural smallholder farmers and leaves them to find new sources
of income (Peyton et al. 2013). As Poulton (2012) notes, the Tanzanian government is encouraging
agricultural investment through tax incentives, but the degree to which this is alleviating rural poverty is
questionable.
Investment in agriculture enhances farm productivity and incomes, which has broader social
implications in generating demand for other goods and services in rural areas. This creates employment
and increases incomes for the regional community in which farming is being formalized (FAO, 2012).
Agricultural investment is also key in eradicating hunger through all dimensions of food security (Kawa,
2007). With the emergence of supermarkets, trade related policies and agriculture investment have the
potential to increase market competitiveness and help farms bridge the gap to supply to both domestic
and foreign supermarket shelves. In addition, this would keep consumer prices low, making food more
accessible to both rural and urban consumers (AGRA, 2013).
However, by supporting investment in agriculture, large companies are acquiring Tanzanian land
at an increasing rate (Larsen, 2012). While the benefits of increased food production and the indirect
economic growth associated with large-scale land acquisition are remarkable, policy needs to consider a
plethora of negative implications, specifically those aﬀecting already marginalized peasant farmers.
Large-scale foreign land acquisition raises complex issues across various dimensions: legal, economic,
social, environmental, ethical, as well as cultural (FAO, 2012). Central to many of these issues is the
inherent clash between Tanzania's traditional collective tenure system and capitalist individualized land
tenure (Larsen, 2012).
The widely practiced customary rights of occupancy hold little weight in law, making Tanzanian
rural occupants susceptible to forced displacement in the event of capitalist land acquisition (Larsen,
2012). There exists a strong negative correlation between land tenure recognition and prospective
corporate land acquisitions (Deininger et al. 2011). Deininger et al. (2011) conclude that “lower
recognition of land rights increased a country’s attractiveness for land acquisition” (pg. 55). In other
words, companies have actively sought out areas with low ownership recognition rights for investment.
With current policy encouraging agriculture land acquisition, rural communities in Tanzania are highly
vulnerable. The loss of land means the loss of livelihood, and in the worst cases of forceful evictions,
farmers also lose their homes (Larsen, 2012). This can occur without proper consultation and
compensation, further marginalizing already vulnerable communities (Deininger et al. 2011). Through the
corporate accumulation of capital, common land is taken from common people. Consideration for
Tanzania's colonial history suggests that this phenomenon can lead to social fragmentation and
disenfranchisement (Larsen, 2012).
Processes of acquisition and displacement have noteworthy implications on food security for
rural communities. Transactions are often found within cultivated areas and farmland, which indicates
that investments are mostly focused on already utilized land and not the vast reserves of suitable land
unused in Tanzania (FAO, 2012). This is not a surprise given that transportation infrastructure and
accessibility are important considerations when surveying for a target area (Deininger et al. 2011; FAO,
2012). In most cases, the land acquired by corporations is of good quality, fertile, and with irrigation.
Investors have a tendency to target land with high yield gaps, good accessibility, and considerable
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population densities (FAO, 2012). In the event of food products being transported to the proliferating
number of supermarkets in Dar es Salaam, not only do rural Tanzanian farmers lose their land and
income, but their community also loses an important source of food (Larsen, 2012). Despite recent
attempts to formalize property in Tanzania, little progress has been made in clarifying and securing land
rights for farmers (Bersaglio et al. 2014).
In view of the advantages and disadvantages associated with food system formalization, there
have been calls for the promotion of alternative business models that would more actively involve local
communities (Barrett, 2007). Inclusive business models that involve smallholders in production and other
related activities have the potential to minimize risks and maximize the benefits of alleviating poverty
(FAO, 2012). However, in an increasingly capitalized and liberalized economic system, smallholder
farmers in Tanzania will have to compete. In recognizing the realities of capitalist modes of production,
modernizing procurement systems typically favour better-oﬀ farmers, processors, and traders while poor
actors get left behind (AGRA, 2013).
METHODOLOGY
To better understand the changing food system, this study examined supermarkets’ food
procurement systems through reviewing literature, collecting observational data, and conducting
interviews with supermarkets and individual households. The survey approach was used to ensure
consistency in data collection.
Data collection was broken down into three diﬀerent, but interrelated phases: (1) nine
observational market surveys examined supermarket infrastructure, staple food prices, packaging, and
quality; (2) eight formal interview surveys with supermarket managers examined the source of cultivation
of food products, annual cycles of food accessibility, modes of transportation from the source of
cultivation to the supermarket, and supermarket logistics; (3) four case study interviews were conducted
with families from various socio-economic backgrounds which examined diets, transportation means to
and from markets, and food storage.
Major methodological limitations must be taken into consideration. The small sample size of
case study household interviews limited the study's ability to properly generalize the results to the larger
set of consumers. Furthermore, supermarket interviewees may have felt pressured to give ‘politically
correct’ responses to protect the image of the supermarket to which they were aﬃliated. In addition,
language was a barrier in many personal interviews, which limited the respondent’s ability to answer
accurately and the interviewer's ability to understand. The 'cultural baggage' of a Canadian questioning
Tanzanians may have resulted in diﬃculty as well.
DISCUSSION
While the modern food retail industry within Dar es Salaam has been proliferating, the food
procurement system used by supermarkets still remains informal and unstandardized. As one manager
at Game explained, “Tanzania's [food procurement] system is 20-25 years behind compared to South
Africa or Kenya” (personal communication, 2015). Managers noted that factors such as ineﬃcient
farming techniques practiced by smallholder farmers, inadequate transportation infrastructures for
farmers, suppliers, customers, and indirect lines of food procurement leave supermarkets within Dar es
Salaam struggling to serve the demands of their customers. Though the food procurement system in Dar
es Salaam is starting to evolve, modern retail within the city is still primarily catering to the demands of
the upper socio-economic community whose standards of food quality, sanitation, and food variety are
high. Due to Tanzania’s ineﬃcient food procurement system, supermarkets either resort to informal
procurement of products from domestic sources, or are forced to rely on the importation of products
from more developed procurement systems such as South Africa and Kenya. While government control
over import licensing, allocation of foreign exchange, and higher transportation costs limit the financial
viability of importation, the widely inadequate domestic food procurement system leaves supermarkets
with little choice but to import.
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MARKET DEMOGRAPHICS AND SUPERMARKET LOCATION STRATEGY

In Dar es Salaam, the proliferation of supermarkets is clustered within high-income
neighbourhoods. The city hosts a large expatriate population, and the data suggests that this community
is an important customer demographic for supermarkets. Four out of eight supermarket interviewees
identified their main customer as expatriates, while an additional two identified expatriates as a
significant demographic. The importance of the expatriate community is apparent by supermarkets’
location strategy, as many were located in areas surrounded by expatriate communities (see Figure 1).
Four out of eight supermarket managers identified the middle class as the majority of shoppers,
one of which identified that the middle class was the supermarket’s main demographic. This may be a
potential indicator that Dar es Salaam is further along in food procurement development than the
literature suggests (Reardon et al. 2003), as it is no longer solely the high socio-economic class
shopping at supermarkets. We see further evidence of this diﬀusion with seven out of eight supermarket
managers mentioning promising opportunities for expansion.
With the middle class in Tanzania increasing, some supermarkets in Dar es Salaam are
attempting to appeal to this new group of supermarket shoppers. This was most apparent at Nakumatt
and Game, both located in Mlimani City Mall. Nakumatt’s regional manager identified their main
demographic of shoppers as middle class (personal communication, 2015). Accordingly, most of the
area surrounding Mlimani City Mall is made up of informal neighbourhoods and lower to middle rental
price districts. The manager at Game stated that the middle socio-economic class currently has the
most buying power (personal communication, 2015). Given that Tanzanians make up the vast majority of
the middle class, some supermarkets are now catering to Tanzanian food standards. Game is selling uncurated and bloody meat because it is culturally seen as being fresher and of better quality, as a result
“the meat is flying oﬀ the shelves” (Game Manager, personal communication, 2015). This form of
marketing is also seen through the sale of dry maize at Nakumatt and Game, as they are two of only four
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of the nine supermarkets observed selling one of the main ingredients in ugali, a traditional food staple
within the region. Despite an increase in middle class shoppers, there still remain barriers that are limiting
the access that lower socio-economic communities have to supermarkets; none of the supermarket
managers indicated low socio-economic class as a customer demographic.
TRANSPORTATION INFRASTRUCTURE: A DETERRENT FOR DOMESTIC PROCUREMENT
STRATEGIES
The manager at Food Lovers Market stated that most domestically sourced produce comes in
an unrefrigerated truck (personal communication, 2015). Due to the high cost of purchasing and
operating refrigerated trucks, finding suppliers with access to them is diﬃcult. In addition, the manager
at Food Lovers Market was adamant that their perishables follow the “cold chain,” especially since most
of the products are traveling for an extended period of time (personal communication, 2015). Food
Lovers Market prefers South African suppliers, where the company has an already established food
procurement cold chain with a distribution centre located in Johannesburg, South Africa. By constantly
keeping their perishables chilled, their shelf life is increased. According to the manager at Food Lovers
Market, when the cold chain is followed completely from farm gate to supermarket, “imported products
properly kept can be fresher than locally grown produce that travelled a shorter distance, but without
chillers.”
Due to the low quality of the roadway networks from rural to urban Tanzania, additional time and
cost of transport is added onto the journey from rural farms to the supermarket shelves. These
inadequate road networks also put a limitation on the amount and weight of goods that a single truck
can carry to and from the market hub in Dar es Salaam (Eskola, 2005). Long distances, low quality
roads, and unrefrigerated shipments from the farm gate to the market not only increase the cost of
transport, but also decrease the perishables’ shelf life and overall quality. Similar to many developing
regions, the lack of proper transit infrastructure throughout East Africa heavily constrains the
development of trade (Eskola, 2005). Domestic smallholder farms are situated in remote areas and are
not only separated by great distances, but also inadequate road conditions. Approximately 82 percent of
roadways in Tanzania are not paved and many are left with little to no regular maintenance (Eskola,
2005). With inconsistent transport services for suppliers, limited accessibility to the market hub creates a
barrier for smallholder farmers to access supermarkets within the city. Without proper interregional
transportation networks, domestic farms struggle to meet the demands put upon them and are unable to
compete with foreign competitors and economies of scale (World Bank, 2014).
FORMAL AND INFORMAL SOURCING STRATEGIES
Domestically sourced products in Dar es Salaam's supermarkets often pass through a long line of
stakeholders when being procured from the farm gate to the shelf; at each stage within the informal
procurement system there are development constraints. At the cultivation source, farmers in Tanzania
struggle to compete with globalized markets. The manager of Food Lovers Market argues that this is the
case because of labour shortages, a lack of production inputs, underdeveloped irrigation potential, and
limited capital often result in farmers producing low quality and quantities of food (personal
communication, 2015). Also, as previously mentioned, inadequate rural transportation infrastructure
inhibits accessibility to farmers' products. The subsequent links in local food procurement vary
depending on the supermarket, and management is often unsure of how many brokers are involved in
procuring their products. Further, suppliers avoid sharing source location information with supermarkets
in fear of losing their positions within the procurement chain. According to the managers at Game and
Shreeji's, minimal information regarding local product source is given to supermarket management by
suppliers (personal communication, 2015). In many instances, supermarkets in Dar es Salaam use
procurement networks based on personal relationships where trust has been built over many years of
good business (Eskola, 2005). Eskola notes that the absence of adequate market information and a
weak legal framework for enforcing contracts between strangers results in personal relationships in trade
and suppliers protecting source locations as the only functional methods for trading (2005).
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Supermarket managers recognize that sourcing local products is diﬃcult. Food quality, quantity,
transport vehicles and road infrastructure, indirect lines of procurement, inadequate market information,
and a weak legal framework enforcing contracts are all factors which deter supermarkets' engagement
with the domestic food procurement system. Five out of eight supermarket managers argued that
sourcing domestic products is cheaper. However, due to customer demands for consistent quality and
quantity of products, supermarket oﬃcials are forced to look elsewhere.
As an alternative, supermarkets in Dar es Salaam commonly import products from more
developed food procurement systems, such as South Africa and Kenya. In the case of Village
Supermarket, management sees foreign imports as a necessity to fulfill the demand of their customers,
many of whom are expatriates (personal communication, 2015). Village Supermarket management
stocks their shelves according to the preferred diet of the expatriate community, leaving no choice but to
import many food products such as cereals and ketchup. Due to the need to satisfy customers, Village
Supermarket has consistently struggled to procure domestically as those products inconsistently meet
their customers’ standards (Village Supermarket Manager, personal communication, 2015). While
importing food products may appear to be a simple way to bypass Tanzania's 'sub-standard'
alternatives, this strategy is not without associated challenges. While the Structural Adjustment
Programs and economic recovery programs of the 1980s may have relaxed import controls significantly
(Nord et al. 2009), the government has recently increased support in the development of the local food
procurement system by attempting to accelerate progress through mobilizing private capital and
deterring importation (Kiratu et al. 2011). This is evidenced by tax incentives for the private sector to
invest in the local food system, as well as stringent policies deterring the importation of food products,
namely import licensing fees and foreign exchange limits. When supermarkets employ importation
strategies, it results in added costs for the consumer, which decreases overall food security and
increases the barrier to access for lower and middle socio-economic classes.
CULTURAL RESISTANCE TO MODERN FOOD RETAILING
Modern retailers in Dar es Salaam struggle to meet the demands of the majority of the
population. In fact, many supermarkets do not even attempt to meet local Tanzanians’ demands. While
income and socio-economic status remain central barriers for most Tanzanian people, even those who
have access to supermarkets may choose to shop elsewhere for cultural reasons.
For supermarkets to capitalize on local middle-class consumers, they need to recognize the
barrier of cultural resistance to supermarket shopping. Local consumers have diﬀering food
consumption habits and standards with respect to food quality and presentation. Of the nine
supermarkets observed, locally owned Mbezi Fresh Supermarket is the only one to stock sorghum,
which is considered a traditional Tanzanian staple. In recognizing Tanzanian standards of food quality,
some supermarkets cater their supply of products to a wider customer base, and procure and present
food accordingly. As an example, Game’s manager is sourcing domestically grown oranges, despite the
fact that their presentation is not up to standards of more developed countries (personal communication,
2015). The manager at Game sources these 'less presentable' oranges because Tanzanians find them
perfectly acceptable. As mentioned above, the manager is also stocking un-curated and bloody meat
because it is culturally seen as being fresher and of better quality. This is not the case in many
formalized food retail systems, but in Tanzania, culture may be shaping new norms for what is stocked
on the supermarket shelves.
As a result of a cultural resistance to supermarkets and this 'Western way' of shopping, Game
has to manage their branding strategies carefully (Game Manager, personal communication, 2015). The
American multinational retail corporation, Wal-Mart, owns the Game Supermarket chain. Since Wal-Mart
bought Game, management is hesitant to change the supermarkets’ name to Wal-Mart in fear of
decreased sales and vandalism. The manager stated that Western ties can be bad for business,
therefore branding has remained the same for the time being (personal communication, 2015).
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SUPERMARKETS AND THE RURAL POOR: HOW SMALLHOLDER FARMERS CAN BENEFIT
Many supermarkets in Dar es Salaam are looking to procure domestically to reduce international
transit costs, importation fees, and paperwork. Currently, the food procurement system in Tanzania is
widely informal. This not only hinders the growth of farm production, but also aﬀects how supermarkets
source their products, which directly impact smallholder farmers in rural Tanzania. Government tax
incentives have been implemented to stimulate investment in agricultural development, which may
benefit Tanzania’s food security and economies in rural communities (Kawa, 2007). With these
government incentives being oﬀered, large corporations are encouraged to acquire land where
smallholder farmers base their livelihoods. While this promotes development and eﬃciency within the
agriculture industry, it is negatively impacting smallholder farmers’ livelihoods and chances of survival
within the formalizing food procurement system (Larsen, 2012).
Supermarkets can play an increasing role in the income security of smallholder farmers. Five out
of eight supermarket managers stated that sourcing domestic products is less expensive, making it the
preferred procurement method if both quantity and quality are up to standard. Domestic sourcing would
add additional demand for smallholder farmers’ products as long as they remain competitive within the
agriculture industry, creating potential for increased overall income for the poorest demographic in
Tanzania. By placing poverty reduction and development from the bottom as priorities, there is
opportunity for supermarkets to engage in public-private partnerships that encourage domestic
procurement from rural smallholder cooperatives. The manager at Food Lovers Market discussed the
possibility of working in partnership with the government to develop domestic smallholder farming
practices in order to better serve the supermarket’s needs in the future (personal communication, 2015).
CONCLUDING DISCUSSION
Throughout the formalization process of Tanzania's food procurement system, many new issues
around food security are emerging (Kawa et al. 2007; Romanik, 2008). Ensuring that smallholder farmers
stand to benefit from the exponential growth of a supermarket economy in Dar es Salaam involves
massive challenges that need to be recognized in discourse and reflected in policy. Investment in
infrastructures and technology of relevance to agriculture and the selective use of trade policies to
support and complement domestic investment programs must take into account the potential that
supermarkets oﬀer smallholder farmers. By improving mobility to rural communities and their access to
modern farming technologies, domestic farm gate to market trade can be greatly improved. If
smallholder farmers are to compete in an increasingly capitalist system of ownership and trade, then it is
also imperative that their land tenure rights are recognized and protected. This involves education within
rural communities on their rights of ownership and general knowledge in navigating the institutional
system in the event of dispute.
The appropriate policy responses to the risks smallholders face in the wake of formalization
would be improved access to financial services, technology transfer, and asset building programs to
produce economies of scale. In the end, access to financing will ultimately make the leap to
industrialized agriculture feasible for smallholder farmers in Tanzania, in turn bridging the gap between
cultivation and supermarkets. If poverty reduction and development from the bottom are priorities, then
food procurement development should be directed towards supporting rural farming communities’
eﬀorts to access the emerging supermarket economy. Vast potential remains in empowering the 75
percent of Tanzanians whose income is predicated on a prosperous domestic food procurement
industry. However, the bridge between domestic farm gates and supermarket shelves has yet to be
formally established, and capitalist market competition runs the risk of building bridges which exclude
Tanzania's largest and most vulnerable demographic.
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