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Economic Efficiency and Community Participation: 
Applying the Principles of the Global Compact – Some 

Lessons From Pakistan 
Shaheen Rafi Khan and Fahd Ali 

 
 
Abstract 
The idea of the UN Global Compact (GC) is to sensitize international business leaders to 
the UN vision of a sustainable and inclusive global economy. This policy paper looks at 
that subset of GC declaration, principles and mechanisms in the context of trade and 
sustainable development, with special relevance to income distribution and the 
environment. The focus of the paper is on the small and medium enterprises (SMEs). 
The aim of the paper is to sensitize the GC partners to indigenous best practices, to 
elicit advocacy and financial support for replicating such practices on a larger scale 
and to draw upon such practices in establishing standards and codes of conduct for 
equitable income distribution. 
 
 
1. Introduction 
The idea of the Global Compact (GC) was presented first in the World Economic Forum in 1999. 
The intention was to bring international business leaders together with various UN agencies to 
pursue its vision of a sustainable and inclusive global economy. The Global Compact is based on 
nine principles in the areas of human rights, labor rights and the environment. These principles 
are based on the following universally accepted declarations: 
• The Universal Declaration of Human Rights 
• The International Labour Organization’s Declaration on Fundamental Principles and 

Rights at Work 
• The Rio Declaration on the Environment and Development 
 
The nine principles are1: 
• to support and respect the protection of internationally proclaimed human rights 
• to avoid complicity in human rights abuses 
• to uphold freedom of association and the effective recognition of the rights to collective 

bargaining  
• to eliminate all forms of forced and compulsory labour  
• to abolish effectively child labour 
• to eliminate discrimination with respect to employment and occupation  
• to support a precautionary approach to environmental challenges 
• to promote greater environmental responsibility, and 
• to encourage the development and diffusion of environmentally friendly technologies 
 
The working premise of the Global Compact is that the nine principles cannot be implemented 
without the involvement of all relevant actors: governments which define the principles on which 

                                                 
1  “Guide to The Global Compact: A Practical Understanding of the Vision and Nine Principles” 

http://www.unglobalcompact.org/irj/servlet/prt/portal/prtroot/com.sapportals.km.docs/documents/Pu
blic_Documents/gcguide.pdf  
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this initiative is based; companies whose action the Compact aspires to influence; labor which is 
responsible for global production; civil society organizations which represent 
stakeholders/communities; and the UN – the World’s only global forum. 
 
The Global Compact lists four mechanisms to engage with actors/partners. 
• Policy Dialogues to facilitate mutual understanding and joint efforts among businesses, labor 

and NGOs working with governments and the UN in resolving the challenges posed by 
globalization. The objective of the policy dialogues is to influence both the policy makers and 
the stakeholders. 

• Learning Forums to offer a platform for multiple stakeholders including academia; to identify 
critical knowledge gaps and disseminate information; to develop and manage networks 
intelligently to both source and communicate good practices and provide cutting edge 
knowledge to participants. The learning forums should aspire to foster transparency and 
accountability through web portals, which not only facilitate dialogues but provide access to 
relevant public documents.  

• The Compact especially encourages creating Local Structure/Networks at the country and 
regional level. The Compact posits that these structures would support the implementation 
of the GC’s nine principles, help in dissemination and exchange of knowledge and 
information, and help bring other companies into the folds of the GC. 

• The last of the four engagement mechanisms designed to interact with GC’s actors is 
Partnership Projects. The GC promotes partnership projects among companies, various UN 
agencies and civil society organizations that support UN’s development objectives. The 
compact believes that partnership projects would help in its goal of providing more 
opportunities for the poor.  

 
It should, however, be noted that Global Compact only aims to provide an appropriate outline that 
would encourage innovation, creative thinking and solution and good business practices among 
businesses. The Global Compact is not a substitute for regulatory structures, or other codes of 
conduct. It should be understood that GC at best is a voluntary “corporate citizenship2”initiative. It 
relies on the progressive self-interest of companies, labour, and civil society in the pursuit of its 
principles. It does not police the behaviour or actions of its partner companies, nor does it enforce 
its principles on them. Nevertheless, it believes that voluntary initiatives and regulatory systems 
actually complement each other and when combined, they provide enough momentum and 
encouragement for companies to adopt responsible corporate citizenship.  

                                                 
2  ibid. 

Declaration 
• The International Labour Organization’s Declaration on Fundamental Principles 

and Rights at Work 
• The Rio Declaration on the Environment and Development 
 
Principles 
• to eliminate discrimination with respect to employment and occupation  
• to support a precautionary approach to environmental challenges 
• to promote greater environmental responsibility, and 
• to encourage the development and diffusion of environmentally friendly 

technologies 
 
Mechanism 
• Learning Forums 
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The premise of this policy paper is the subset of GC declaration, principles and mechanisms 
with special relevance to income distribution and the environment. 
 
The focus of the paper is on the small and medium enterprises (SMEs). Traditionally 
developing country governments tend to ignore these enterprises and invest most their 
policy efforts in supporting the large corporate sector. SME’s are constrained to devise their 
own informal mechanisms/solutions to ensure higher returns to production and to address 
the growing environmental demands of their trading partners. In this they are also supported 
by donor governments, who represent their national commercial interests in an increasingly 
consumer conscious market.  
 
The aim of the paper is to sensitize the GC partners to indigenous best practices, to elicit 
advocacy and financial support for replicating such practices on a larger scale and to draw 
upon such practices in establishing standards and codes of conduct for equitable income 
distribution. 
 
2. Developing Country Initiatives in Complying with International 

Environmental Standards –  Pakistan’s Small and Medium Enterprises 
2.1 The Context 
The integration of trade and sustainable development is an explicitly stated goal in 
multilateral as well bilateral trade agreements. It also governs inter-firm commercial 
policies. Sustainable development is an overarching theme, which includes the promotion 
and protection of human rights, maintenance of local and indigenous communities, equity 
issues, as well as the traditional focus on environmental protection. Further, private welfare 
and profit are not necessarily in opposition to the promotion of sustainable development 
(Rotherham, 2000).   
 
In the trade sphere, sustainable development is defined by mandatory (technical 
regulations) and voluntary standards, where law drives the former and consumer 
preferences the latter. The Agreements on Technical Barriers to Trade (TBT) and on the 
Application of Sanitary and Phytosanitary Measures (SPS) contain provisions for 
harmonizing these standards globally. The ISO series, SA standards, and the Forest and 
Marine Stewardship Council standards represent attempts at harmonization by international 
voluntary bodies. However, harmonization is an elusive concept.  If developing countries – 
for one reason or another -- do not participate fully in the consultations of international 
standards bodies, the standards that emerge out of such consultations do not reflect their 
concerns. A more inclusive definition of harmonization would probably embrace both 
consistency (including technical equivalence) and acceptance as necessary and sufficient 
conditions. 
 
While harmonization is key to reducing protectionism -- the downside of environmental, 
social and quality standards -- developing countries are not sufficiently empowered in terms 
of their institutional, technical and information processing capabilities to deal with 
proliferating standards. Voluntary standards, in particular, are increasing at an almost 
exponential rate. As a result, developing countries are often caught unawares by export 
restrictions, which are not really malafide in intent but can generate adverse political 
resonances.  
 
Essentially, two options present themselves.  The first and preferred option is for developing 
countries to become proactive in standards setting processes so that their concerns and 
priorities can be reflected in these standards. But, as mentioned, this pre-supposes the 
requisite capacity. Absent such capacity, they need to begin empowering themselves. And 
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here the implicit recognition is that they do so in a “standards taking” rather than “standards 
making” mode. In particular, export firms in the South Asian region face a double whammy. 
The standards regime is likely to hit them hard at the MFA phase-out by end-2004, producing 
a cliff effect. Whether they tip over will depend very much on how well they have prepared 
themselves to comply with these standards. This entails appropriate firm-level and 
institutional/policy responses. National regulatory processes, standards setting and 
information access, conformity assessment and accreditation are some of the areas where 
multi-tiered capacities need to come up to speed.  
 
2.2 Small to Medium Enterprises (SMEs) in Pakistan  
This is the basic premise of the Pakistan case study. In particular the small to medium 
enterprises (SMEs) are at a complete loss even when it comes to complying with national 
environmental quality standards (NEQS). They have problems in accessing information on 
standards and technology. Their lack of institutional representation makes it difficult for 
them to get loans for lumpy capital investments, such as water treatment plants. In general, 
SME’s present a strong case for government/donor incentives and support.3  
 
Here we focus on donor supported SMEs in the leather sector, with a sizeable number of 
export firms among them. Public pressure, stemming from pollution and the ensuing health 
consequences was the driving force for the firms to change their industrial practices. The 
frame of reference is national environmental quality standards (NEQS). It does not matter 
who the driver or the environmental benchmarks are. In complying with national standards 
SMEs will be on track when they are confronted with more stringent international standards, 
whether enforced by foreign governments or stipulated under inter-firm contracts.  
 
The approach adopted by the donor agencies working with these SMEs fits the premise 
stated earlier, “private welfare and profit are not necessarily in opposition to the promotion 
of sustainable development.” The “win-win” or “no regret” options, which the donors 
supported, generated both environmental and efficiency benefits. 
 
2.3 Demonstration of win-wins 
2.3.1 In-plant measures 
The Cleaner Production Programme (Sialkot) advised the firms to focus on those areas 
where pollution mitigation was critical and cost savings could be achieved concurrently. 
Even though financial and environmental outcomes have not been evaluated completely, 
initial results show that that the 16 firms have collectively generated net savings amounting 
to almost Rs.9 million, about 7.5% percent of their total capital cost. The programme has led 
to the identification of fourteen cleaner technology options. 
 
 
 
 
 

                                                 
3  By contrast, large firms, especially in the textile sector, are already well into the standards regime and 

aware of the consequences of the MFA phase-out. The exporting firms comply unequivocally with 
product standards because non-compliance would mean a discontinuation of orders. Process 
standards are more of a grey area. An example of this is ISO 14,001 certification. Some firms have 
secured such certification, even though they do not appear to be fully compliant with the NEQS. Also, 
a number of firms are being granted ISO or bilateral certification ahead of full compliance, by 
demonstrating partial compliance or intent to comply. However, an encouraging trend is that -- high 
costs notwithstanding – some firms have invested in water treatment plants.    
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Summary of the CP Assessment 
 All Projects Projects with payback<1yr. 

 Yearly 
savings 
(in ‘000 
Rupees) 

Net 
savings in 
first year 
(in ‘000 
Rs) 

Average 
PB period 
- all 
measures 
(months) 

Yearly 
savings (in 
‘000 
Rupees) 

Net 
savings in 
first year 
(in ‘000 Rs) 

Average PB 
period -- only 
measures 
with PB in 
less than one 
year 
(months) 

Dilawar tannery 272.0 146.6 5.5 125 120 0.5 
Niaz tannery 225.0 104.2 6.4 215 194.4 1.1 
Aiesha 
enterprises 

4456.0 1966.5 6.7 4456 1966.5 6.7 

Aleem Usman 
tannery 

703.0 579.8 2.1 686 633.5 0.9 

Mohsin tannery 94.8 20.9 9.4 72 58.1 2.3 
Hansa leather 
garments 

3759.0 142.6 7.4 3759 142.6 7.4 

Inter Home 
leather industry 

101.3 25.8 8.9 61.5 51 2.0 

Mashallah 
tannery  

374.5 280.5 3.0 338 334 0.1 

Amjad leather 
wear 

206.5 120.5 5.0 200.5 126.5 4.4 

Fiaz leather 205.0 48.1 9.2 99 72.1 3.3 
Rasa 
international 

116.5 93.1 2.4 113.5 94 2.1 

New national 
tannery 

62.6 36.6 5.0 61.4 46.4 2.9 

Arfeen tannery* 140.0 -170 26.6 0 0 n.a. 
Dr. Saeed 
tannery 

273.5 192.8 3.5 219.5 208.8 0.6 

Leather field 
(Finishing 
Process) 

1929.0 1149.0 4.9 1751 1251 3.4 

 Yearly 
savings 
(in ‘000 
Rupees) 

Net 
savings in 
first year 
(in ‘000 
Rs) 

Average 
PB period 
- all 
measures 
(months) 

Yearly 
savings (in 
‘000 
Rupees) 

Net 
savings in 
first year 
(in ‘000 Rs) 

Average PB 
period -- only 
measures 
with PB in 
less than one 
year 
(months) 

Leather field 
(dye-house 
process) 

2066.7 1126.7 5.5 2055 1185 5.1 

Leather field 
(finishing 
process) 

 
1680.5 

 
1663.5 

 
0.1 

 
1680.5 

 
1663.5 

 
0.1 

Sum 16,666 8,811 5.7 15,893 9,431 4.9 
Source:  EPB (2001) 
Note: * Only company with accumulated pay back > 1 year 
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Net savings refer to revenue minus the cost of equipment in the first year, whereas, yearly 
savings are the projected savings for the years ahead. It is evident that the measures with a 
payback period of less than one year have high savings. Of the Rs. 17 million in yearly savings 
generated by all the projects in the sixteen tanneries, almost Rs. 16 million were due to the 
projects with a pay-back period of less than one year. Since the focus of the CP programme is on 
introducing house keeping measures and better in-house treatments, a majority of the 
investments have a short payback period. Thus, by making these one-time investments, firms 
can potentially cut their costs substantially, without compromising product quality. 
 
2.3.2 End-of-pipe treatment 
Of the 700 tanneries in Pakistan, 237 are located in Kasur. The three tannery clusters discharge 
about 13,000 m3 per day of heavily polluted tannery wastewater, which drains into the river Rohi 
Nullah. The estimated annual effluents consist of 4,000 tons of BOD5 11,000 tons of COD, 10,000 
tons of suspended solids, 160 tons of chromium and 400 tons of sulphide. Needless to say, the 
environmental and health consequences were extremely serious until the project intervened. 
The Kasur Tanneries Pollution Control Project (KTCP) was launched in 1998. The project is a 
collaborative venture, which includes the federal government, provincial departments, 
international donors and the tanneries.  The project components include both in-plant and end-
of-pipe measures.  
 
According to a techno-economic study completed under the UNDP/UNIDO Preparatory 
Assistance Project, the estimates of the annual recurrent costs of the plant are as follows:  

 
 
Operating and management costs: Rs. 13.96 million 
Depreciation: Rs.   7.94 million 
 --------------------------- 
Total: Rs. 21.90 million 

 
The following benefits have been identified. While some of these are quantified, data on the 
others is still to be collected. 
• Chrome recovery 
• Reduced use of water (indirect benefits such as savings in electricity, dyes)  
• Waste recycling for energy 
• Land reclamation 
 
The following table compiles the information on capital and recurring costs and benefits.  
 
Consolidated Costs and Benefits 

 Total Costs 
 (million rupees) 

Total Benefits 
(million rupees) 

Capital    
Total Capital Costs (water treatment plant, 
chrome recovery plant, in-plant initiatives) 

379.00 
 

 

Land Reclamation   462.00 
Recurring (annual)   
Water treatment 

Plant operation 
Depreciation 

21.90 
(13.96) 
(7.94) 

 

Chrome recovery (unit costs) 
Plant operation 

 
1.87  

 
2.53 
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Capital costs and the reclamation/appreciation of agricultural land have a one-off character. Chrome 
recovery is clearly profitable as are other variables which have not been estimated, such as waste 
recycling and water conservation. Recurring costs are relevant from a project sustainability 
perspective and are reviewed in the next section. 
 
3. Local Business Initiatives: The Orangi Pilot Project (OPP) Economic 

Enterprises Program 
3.1 Introduction  
The nine principles enunciated in the United Nation’s Global Compact are concerned with 
integrating sustainable development in the business practices of multinational corporations (MNCs).  
Sustainable human development would probably be a more appropriate term as the core underlying 
concerns are human  rights, equity and social justice, in addition to the more conventional objectives 
of environmental conservation and economic efficiency. Corporate practices of multinationals tend 
to be perceived as antithetical to social and environmental imperatives: in developing countries they 
are viewed as flagrantly exploitative. However, with the rapid onset of globalization, the MNCs role in 
international investment and trade will become even more pervasive. It is in this context that Global 
Compact principles are key, and a guide to the MNCs to conduct business in a socially and 
environmentally responsible manner.  
 
This is not to say that MNC’s present a uniformly unfriendly face. There are documented cases of 
interesting ways in which MNCs have worked harmoniously with local firms to promote sustainable 
human development (the present study is one such example). This is in response to policies in their 
countries of origin which are becoming more assertive about instituting responsible business 
practices in the countries in which they operate, and out of a desire to generate goodwill to sustain 
their long term business plans.  However, developing country policies on corporate social and 
environmental responsibility are generally not good benchmarks, failing both in terms of their 
construction and enforcibility. The cutting edge thinking and practice tends to occur within civil 
society groups and, often, is a reaction to the failure of national policies.  
 
This case study presents one such indigenous practice that promotes sustainable human 
development. While not exactly a replicable model for the MNC’s, given their relatively larger scale of 
operations, it does espouse generic principles and practices of good corporate behavior and is very 
much in line with the thinking promoted by the Global Compact.   
 
3.2 The Orangi Pilot Project 
Orangi is the largest squatter settlement in Pakistan. Situated in Pakistan’s largest city Karachi, it 
has a population of over one million people. Dr. Akhtar Hameed Khan established the Orangi Pilot 
Project (OPP) in 1980 with the objective to improve living conditions in the area and to develop a 
model for replication in other areas. The initial focus of the pilot project was to provide an 
economical and sustainable sewage system for the communities when the primary means of sewage 
disposal were bucket latrines or soakpits and open sewers4. 
 
First, the community of Orangi had to be organized. The social mobilization program was crafted 
after considerable research and consultation. Dr. Khan realized that a viable community 
organization had to be small enough to encourage participation by the beneficiaries and large 
enough to undertake the relatively large task of building a sewerage system. Accordingly, the OPP 

                                                 
4  “Orangi Pilot Project” Case Example: Community Mobilization/Organization 

http://web.mit.edu/urbanupgrading/upgrading/case-examples/ce-PK-ora.html  
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opted for the lane approach. The lane, consisting of 20-40 houses was chosen as the basic unit of 
organization5.  
 
OPP technicians surveyed the lanes, prepared maps, plans and estimates, while OPP social 
organizers explained the benefits of the sewerage system to the house owners and identified an 
activist in each lane who could serve as lane manager, and hold meetings, create consensus and 
settle disputes. The task of the lane manager was to collect the required funds, hire labor and 
manage the construction process; he also kept detailed accounts of the costs. In addition, the OPP 
launched a training program for small-scale building contractors to develop their skills in 
implementing the construction without constant technical supervision by the OPP staff. The 
involvement of the residents did not stop with the construction. Because the lane residents had 
contributed to constructing the system, they also had a stake in maintaining it. 
 
The program was extremely successful, attracted worldwide attention and became a model for other 
community initiatives across a broad spectrum of activities. In Orangi itself, the social mobilization 
approach was applied to its  Economic Enterprises Program, among others. It consisted of two 
parallel activities6: 
• a program for women garment workers to inculcate managerial skills and cooperative action 

and to organize them so that they could deal directly with wholesalers and exporters, 
thereby eliminating exploitation by contractors and middlemen.  

• a credit program for small family enterprises designed to improve production, employment 
opportunities, management skills and business integrity;  

 
3.2.1 Women Work Centers Program (WWC) 
The Women Work Centers program started in 1984 and became self sufficient in 1989 after five 
years of intensive action based research. The program was preceded by a careful market survey to 
ascertain the economic conditions of the Orangi area. The survey revealed two realities: 
• that the traditional patriarchal pattern of total dependence on the father as the sole bread 

winner of the family was increasingly being replaced by women of the family (wives, 
daughters) working in order to supplement the family income 

• that Orangi was the largest pool of cheap informal labor in Karachi  
 

After studying various other industrial homes and training centers the OPP concluded that it should 
assist those who were already working and “teach them to protect their rights and upgrade their 
productive and managerial skills, through cooperative grouping”7. A large group of women were 
involved in stitching cheap cloth goods like shopping bags, yellow dusters and kitchen towels. The 
orders came from the exporters of these items through middleman to the women of Orangi. The 
middlemen kept upto 50% of the negotiated price. Not only were the women given extremely low 
returns for high quality work but were often the victims of sexual harassment.  
 
The OPP established a central supporting institution to assume the contractors’ functions at no 
profit, registering it in due course as the Orangi Trust. It set up work centers equipped with simple 
sewing and industrial machines and arranged training for the workers.  In 1984, the Trust set up 
several Women Work Centers (WWC) for the purpose of organizing, training, and providing stitching 
work to women in the community.  A family was designated to manage a WWC out of its home, thus 
eliminating the need for rent – the aim at the outset was to make the WWCs self-supporting. The OPP 

                                                 
5  “The Orangi Pilot Project in Karachi, Pakistan” http://akhtar-hameed 

khan.8m.com/human_settlement.html 
6  Ibid. 
7  Khan, Akhtar Hameed “Women Work Centers’ story of five years 1984-1989” Orangi Pilot Project 

1989. 
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Trust would only bring exporters’ orders to the WWC and charge a small fee for overheads and 
supervision. The understanding was that the managing family’s income would not come from the 
commissioning but through the actual stitching work that the family members did.  Stitchers from the 
neighborhood would come to the centers for receiving orders and delivering consignments, which 
they completed in their homes. In this manner they were secure from the unwanted attentions of the 
middlemen. The OPP Trust staff regularly examined the WWC’s accounts and the payment cards of 
the stitchers every week to ensure that they received fair wages. Frequent meetings of the stitchers 
were also held for health education and dissemination of general information. The incentive to the 
WWCs was partly financial (employment of family members) and partly community goodwill. 
 
The program did have its ups and downs. The first year saw considerable efforts being made to 
obtain orders from the exporters who demanded high levels of quality, something that could be 
assured under the ruthless regime of the middlemen. Further, the OPP Trust had little exposure to 
exporters who preferred to work though such established middlemen. However, one thing the OPP 
could do was to offer lower rates because they were able to dispense with the intermediaries’ profit. 
Eventually, the Trust’s reputation for honesty, quality, and punctuality was firmly established.  With 
the income that it began to generate, it was able to leverage funding for more expensive industrial 
machines, thus enhancing its reputation for delivering consistent quality and on time. In subsequent 
years more WWCs were established and the work of the OPP Trust has become synonymous with 
professionalism and integrity. 
 
3.2.2 Microcredit Program  
While implementing its sanitation project, the OPP discovered that the residents of Orangi were 
enterprising people and were involved in a wide range of economic activities. Converting their 
homes partially into workshops, and promoting women to become economic partners and wage 
earners met the challenges of survival posed by rising inflation and recession. OPP’s research 
revealed that: 
• That there was market demand for foods and services produced by the family units  
• That these family units were extremely competitive because of low overheads and cheap 

labour  
• That these family units were completely integrated with the main markets of Karachi  
 
It became evident that the level of production and employment could be increased in Orangi if the 
household enterprisers had access to credit.  However, the poor did not have access to bank loans 
for two reasons. First, these enterprises required small loans ranging from five to fifty thousand 
rupees. Banks offered these loans at a high rate. Second, they could not cope with the procedural 
requirements to be eligible for the loans. The OPP decided to arrange credit to these micro 
enterprises and to facilitate this the Orangi Charitable Trust (OPP-OCT) was established in 1987 and 
given an independent and autonomous status8.  
 
As in the case of stitching, family enterprises were being exploited through the exporter-contractor 
outsourcing nexus. This entailed both low returns for work and deferred payments. In order to 
purchase raw materials, the enterprises relied on contractor loans, which were provided at 
exorbitant rates and adjusted against depressed piece rate payments due to them. Trapped in this 
cycle of dependance – for both orders and raw material loans – their take at the end of the day was 
substantially reduced. The microcredit program severed this nexus of dependance cleanly. Credit 
provided households the means to purchase the raw materials themselves more cheaply. Already 
integrated into the market – unlike the women stitchers -- they faced no difficulties in accessing the 
exporters and retailers directly and obtaining orders, based on their known reputation for quality 

                                                 
8  “OPP-OCT Micro Credit Program”, 93rd Quarterly Report. Jan-, Feb, Mar 2003 
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and timely delivery. The credit program has proved to be very successful, increasing employment 
and income within Orangi appreciably.  

 
4. Conclusion and Policy Recommendations 
4.1 Possible Support to SMEs by MNCs Under the GC 
The conjunction of in-plant measures with combined wastewater treatment for tannery clusters 
demonstrated clear win-wins. This was evident in the relatively short payback periods for in-
plant measures, the dispersion of recurring costs associated with end-of-pipe treatment across 
the cluster and the land reclamation gains. Clean-ups on this scale also yielded impressive 
environmental and health benefits.  With regard to take-up, however, the situation was more 
ambivalent. Donor subsidies were required to leverage additional contributions by firms to 
institute in-plant measures, despite their relatively quick paybacks. Firms were even less willing 
to pay for the costs of running the combined water treatment plant. Essentially, collective action 
of this kind faced free rider problems. It might be added that in-plant measures are a necessary 
but not sufficient condition to meet the NEQS/international standard requirements and that they 
need to be supplemented with end-of-pipe treatment.  
 
Clearly financial sustainability and replicability are the key issues here. In this context, the 
following role for MNCs could be envisaged in preparing SMEs for compliance with international 
standards: 
• Working with national and international bodies in developing environmental management 

systems and policies  
• Working with national and international banks in developing credit schemes for 

undertaking feasibilities and investments in-plant and end-of-pipe measures  
• Working with national governmental agencies in developing modalities for operating 

water treatment plants (contracting to a private agency, government agency charging a 
fee, self-operation by tanneries) 

• Facilitating transfers of environmentally friendly technology  
 
4.2 Developing “Equity” Standards  
The OPP’S WWCs and OPP-OCT’s microcredit demonstrates the efficacy of community led 
initiatives in improving organizational practices, redistributing incomes and generating 
employment for small household enterprises, in general, and women, in particular. The 
interventions were based on prior research and once interventions were underway, these were 
modified or adapted to suit emerging market requirements (e.g., purchase of industrial 
machinery).  

Mohammed Pervez and his brothers previously worked for a contractor. They got their 
first loan approved from OPP-OCT some four years ago. They are now well-established 
garment manufacturers and have engaged some ten other families in their business. 
Apart from supplying garments to local markets their products are also exported to 
Africa. Similarly, Mohammed Jehangir owns a small ironworks workshop. The access to 
money gave him an opportunity to buy his own raw materials. Before that, the he 
depended on the contractor to provide him with the dyes. He also claims to have made 
spare parts for a large Indian company. According to him he first met their local dealer at 
an industrial exhibition where they asked him to provide them samples of a particular 
product. His samples got approved and consequently he won a supply contract. This 
would never have been possible if he continued to work for a contractor. 
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While documenting the OPP’s Economic Enterprises Program has inherent value in the light of 
the GC principles, it also has practical relevance in the context of the growing trade and 
development interface. The proliferation of international standards imposes stringent 
compliance conditions on export firms (both commercial exporters and producers) in developing 
countries. Since many of the standards are market-driven, firms have no alternative but to 
comply in order to retain market shares. At the same time the financial implications can be 
onerous and there is growing evidence of a move towards out-sourcing. Through such out-
sourcing, exporters can bypass compliance requirements. However, this is a temporary remedy 
and eventually -- the changed configuration notwithstanding -- these firms will be brought back 
into the standards fold. However, much like the practices employed by middlemen in Orangi, 
outsourcing tends to exploit labor by offering low returns for work. This is one possible area 
where the innovative business practices in the South can be formalized by MNCs as “equity” 
standards. The intent is to convert local firms from businessmen to facilitators. Among other 
things the focus of attention should be on fair wages, microcredit and technology transfers. 
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