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Abstract 

Responding to the lack of understanding of community-based enterprise (CBE), this paper aims to pursue a 
sustainable CBE-model by identifying the organizational architecture and performance of existing CBEs, as well as 
finding out aspects that influence the CBEs’ success. A case-survey of 34 cases is conducted to bridge the gap 
between the individuality of case-study reports and a better generalization of knowledge. Ten hypotheses are 
developed and tested using Partial Least Square and Ordered Logistic Regression methods. Descriptive statistics 
show that the contextual situation, organizational architecture, and performance of CBEs are far from uniform. The 
CBEs’ performance is sustainable since generally they indeed bring economic, social, as well as environmental 
improvements. Nevertheless, the sustainability of organizational architecture is rather fragile since almost all CBEs’ 
activities are not free from outsiders’ intervention and in many cases ‘smaller group of individuals on behalf of the 
people’ still becomes the driver of CBEs. 

Keywords: community-based enterprise; organizational architecture; performance; case-survey; ordered logistic 
regression; partial least square 

 

1. Introduction 

For decades, especially in developing countries, the government has been seen as the one responsible to tackle 
environmental and poverty problems. However, past experiences showed a lack of success of such a paternalistic 
approach (Mappatoba, 2004) due to community’s over-reliance on continuous external supports and community’s 
low survivability after the phasing-out of intervention programs. During the last three decades, community-based 
enterprise (CBE) has been increasingly acknowledged as a sustainable way to maintain autonomy of rural and 
indigenous communities (Orozco-Quintero & Davidson-Hunt, 2010). As an example, a successful CBE in India, 
producing and selling jasmine flowers, has helped to alleviate a whole region (about 6 villages or 6000 households) 
from extreme poverty and it has proved itself robust to recessions and political changes (Handy, Cnaan, Bhat, & 
Meijs, 2011). If such a successful CBE-model can be implemented in a wider range, then it may become an answer 
for poverty alleviation and sustainable development around the world. However, some questions remain. Are the 
existing CBEs actually as sustainable as that example? How are they organized? Which aspects influence the 
performance? 

Organizational architecture(Note 1) can be considered as one of the most influencing factors for shaping 
performance (Zoda & Zaheer, 2012; Jost, 2000; Nadel & Tushman, 1997). However, despite the increasing 
implementation of CBE-model, a clear understanding of its organization architecture and performance is still lacking. 
The equivocality is apparent partly in the diverse definitions of CBE, different understandings regarding the degree 
of community-participation in the CBE, and various assumptions of CBE’s success measurement. In defining the 
CBEs, some authors focus on the commercial nature of CBE (e.g. Odero, 2004; Welsch, 2004), on the distinction of 
CBE from most conventional businesses (Kerins & Jordan, 2010), and some others highlight the collective nature of 
the CBEs’ management and ownership, as well as the multiplicity of goals (e.g. Antinori & Bray, 2005; Manyara & 
Jones, 2007; Peredo & Chrisman, 2006). Peredo and Chrisman (2006: 316) strongly emphasize the strong 
community(Note 2) participation and control – a CBE is “managed and governed by the people, rather than by 
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government or some smaller group of individuals on behalf of the people”. In terms of performance, the 
interpretation and measurement of success depends on from whose perspective it is considered.  

The brief description above also shows some common characteristics of CBE, i.e. management and ownership by the 
community, multiplicity of goals, and community as the beneficiary. However, there is no common understanding as 
to which extent those characteristics are realized in practice. Some authors have given some efforts to develop the 
CBE concept (e.g. Peredo & Chrisman, 2006; Somerville & McElwee, 2011).  Focusing on the forestry sector in 
Mexico, Antinori and Bray (2005) compare the community forest enterprise to other organization forms. Peredo and 
Chrisman (2006) concentrate their research on the experiences of CBE in Andean (Peru) and attempt to develop a 
theory toward CBE. Apparently, reports about CBE’s experiences are often in forms of case-study or project report. 
The singularity nature of case-study findings has led to a difficulty in yielding generalizable concept (Sandelowski, 
2004). Nevertheless, the author argues that in order to create a generally applicable concept, an analysis beyond one 
particular sector or region is essential. 

Mansoor, Aslam, Barbu, Capusneanu, and Lodhi (2012: 48) accentuate the importance of having an appropriate 
organizational structure, namely “to achieve any organization’s success as it provides coordination for the 
organizational process and facilitates them in achieving the desired goals”. Looking closer at the organizational 
aspects of CBE is essential for developing a sustainable CBE-scheme, clarifying and improving the current CBE 
concept, which can further lead to a better implementation of CBE-scheme in practice. For that purpose, this paper 
aims to bridge the knowledge-gap by founding the analysis on organizational insights and the generalizability-gap by 
employing a case survey. The objectives of this paper are: (1) to identify the organizational architecture and 
performance of the existing CBEs and (2) to find out aspects that influence the success of the CBEs. 

 

2. Theory and Hypotheses 

Despite the importance of performance to judge if an organization is successful (or failed) to achieve its intended 
goals (Richard, Devinney, Yip, & Johnson, 2009), defining, conceptualizing, and measuring performance has not 
been easy and without controversy among researchers (Abu-Jarad, Yusof, & Nikbin, 2010; Venkatraman & 
Ramanujam, 1986). Based on two crucial questions what to measure and how to measure (Dess & Robinson, 1984; 
Kanter & Brinkerhoff, 1981), the author develops customized performance criteria that reflect the multiplicity of 
CBE-goals, i.e. the improvement in social, economic, and environmental conditions. Implementing proper 
organization structure and incentive system, organizational architecture serves as a framework to coordinate and 
motivate resources and efforts of individuals in order to achieve the organizational goals (Rickard, 2006). The 
research framework used in this paper is illustrated in figure 1. 

Figure 1. Research Framework 

Organizational architecture arranges how the responsibility and authority inside an organization are allocated among 
and accomplished by organization members (Child, 1972; Ruekert, Walker, & Roering, 1985; Teixeira, Koufteros, & 
Peng, 2012). In the CBE context, the organization members are (at least formatively, supposed to be) the community 
members. Community ownership, community support, community-participation in decision-making, as well as 

Source: adapted from Soviana (2013, pp.3) 
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capacity to manage and operate the CBEs are claimed to be critical for the success (Li, 2006; Manyara & Jones, 2007; 
Soviana & Kühl, 2013; Stone & Stone, 2011). The logic of participatory concept is that community-participation 
may foster sense of ownership, which in turn will lead to a supportive attitude and higher commitment to achieve 
common organizational goals (Karki, 2001). Hypothesis 1 will test whether a higher community-participation-level 
(CPL) indeed likely leads to a better performance.  

Hypothesis 1: The higher the CPL, the better the performance. 

Community-participation can be in various forms. Aligning with the concept of organizational architecture defined 
above, the community-participation can be categorized into fulfilling responsibility (performing tasks and providing 
resources) and exercising authority (making decision). It is important to look closer to questions of what kinds of 
community-participation are frequently practiced and which of them likely leads to good performance. Evan and 
Appleton (1993) argue that community-participation has often meant as merely providing local labour and materials 
with limited decision-making authority. Yet, possessing decision-making authority may increase the sense of 
ownership since people likely feel empowered if something is done by them and not to them (Scanlon & Kull, 2009) 
and hence, positively influence performance. Therefore, the author hypothesizes as follow. 

Hypothesis 2: CPL in decision-making is more influential in leading to good performance than CPL in other 
activities (providing capital or performing tasks). 

Moreover, the community is likely not acting in isolation. Non-community stakeholders (hereafter: outsiders(Note 3)) 
might also be involved. Nevertheless, consistent to the participatory concept, in CBE-context the role of community 
is supposed to be more influential than the outsiders’ role in leading to good performance.  

Hypothesis 3: CPL is more influential in leading to good performance than outsiders’ participation. 

Talking about community is actually a generalization of diverse community members. Community-representation 
means whether CBEs only involve leaders or elite groups, also include some “ordinary members”, or actually 
involve a majority of community members. Combining the participatory concept and the argument of Peredo and 
Chrisman (by the people versus on behalf of the people), it can be hypothesized that a high 
community-representation tends to lead to a better performance. Furthermore, similar to hypothesis 2, the author 
hypothesizes that community-representation in decision-making is more influential in leading to good performance. 

Hypothesis 4: The higher the community-representation, the better the performance. 

Hypothesis 5: Community-representation in decision-making is more influential in leading to good 
performance than in other activities (providing capital or performing tasks). 

The community members are likely not voluntarily participating if there is no incentive to do so. According to 
Atkinson’s theory of achievement motivation, the tendency to undertake an activity is defined as “the product of 
motive, expectancy, and incentive” (Atkinson & Feather, 1966: 328). In reference to this theory, this paper 
concentrates on three aspects, namely contextual constraints, the capacity to do the activities, and organizational 
rewards. 

Firstly, regarding contextual constraints, Peredo and Chrisman (2006) imply that the CBE establishment is likely 
triggered by social and/or economic distress faced by the community. Having few options left, community members 
will have an incentive to participate in establishing and managing a CBE. Considering that humans are homo 
economicus (rational and narrowly self-interested actors), the author presume that community members will tend to 
think about their own economic welfare before other communal or regional issues (social, environmental, or political 
constraints).  

Hypothesis 6: Economic constraint is negatively correlated with CPL. 

Hypothesis 7: Economic constraint is more strongly correlated with CPL than other constraints (social, 
environmental, political). 

Secondly, to have the expectation of being able to pursue the necessary, the community members should have the 
needed means (asset and/or skill) to build and operate a CBE. Peredo and Chrisman (2006: 318) argue that “a critical 
resource for CBEs is the social capital that exists in a community”. According to social capital theory, social capital 
facilitates the action of individuals in social context (Nahapiet & Ghoshal, 1998), reduces uncertainty (Fafchamps, 
2000), decreases transaction costs (Fussell, Harrison-Rexrode, Kennan, & Hazleton, 2006; Putnam, Leonardi, & 
Nanetti, 1993), and consequently, facilitates efficiency in labour division and innovation, especially in developing 
countries where supporting institutional conditions are lacking (Noteboom, 2007). Community with strong social 
capital will have advantage to act collectively (participating in CBE). While asset or skill can be acquired from 
outside, social capital is embedded in the community. Accordingly, it can be hypothesized as follows. 
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Hypothesis 8: The degree of social capital is positively correlated with CPL. 

Hypothesis 9: The degree of social capital is more strongly correlated with CPL than the degree of local 
asset or local skill. 

Thirdly, organizational incentives will become a driver of CPL. Consequent to the author’s supposition that 
economic constraint is the main driver of CBE’s establishment, hypothesis 10 is proposed.  

Hypothesis 10: A high expected economic benefits tends to lead to high CPL. 

 

3. Methodology 

3.1 Sample and Procedure 

Evidence obtained from multiple cases is often considered more convincing than that from a single case (Yin, 2009). 
Given that knowledge about CBE is distributed over numerous individual case studies, this paper applies a 
case-survey method to bring diverse case-studies under a common conceptual framework for achieving cumulative 
findings (Lucas, 1974). This method taps from and optimizes the use of prior case-study research efforts and at the 
same time fulfils the goal of statistical sampling better than a single or a few case-studies, which are usually limited 
to only four to ten cases (Eisenhardt, 1989). The use of case-survey can go beyond explorative purpose (for merely 
providing description); it can also be used for theory-building (inductive research) and theory-testing (deductive 
research) (Hak & Dul, 2009). For the purpose of the latter, this paper draws from the meta-analysis procedure, 
pre-determining the variables to be tested and creating a coding scheme systematically and purposefully. Another 
advantage of this method is its replicability for future research due to its systematic and well documented procedures. 

The sampling is planned and executed systematically (Rapley, 2013; Miles & Huberman, 1994). A computer search 
using “community-based enterprise” keyword in scientific databases is conducted, including EBSCO Host (using 
Boolean phrase) and ScienceDirect (search in abstract, title, and keyword fields), as well as donor/development 
agencies’ publications (FAO, The Rights and Resources Initiative, and ANSAB). The search results are refined by 
omitting overlapping articles and selecting based on inclusion criteria, namely practically describing one or more 
case(s) (not theoretical/conceptual articles), comprising information about both organizational architecture and 
performance of CBE, written in English language, and available in full-text.  

As the results, 17 articles (8 journal articles, 3 conference papers, and 6 working papers/project reports) fulfil all the 
criteria and are selected for the analysis. They cover 34 cases in agriculture, forestry, and tourism sectors from 12 
countries. Since this paper analyses at case-level, the numbers of cases included are more than the number of articles 
selected. Spreading over a publication period of 1998-2012, the samples are surprisingly few. An alternative 
keyword-search using “community-based management” would lead to more search results. However, despite 
acknowledging it as one limitation of this research, the author intentionally insists on using the term 
“community-based enterprise” in order to completely focus on the CBE issue. 

3.2 Measurements 

Through the coding, the qualitative information is converted into quantitative data, enabling the analysis through 
conventional statistics. A mix of data is used in this paper, namely macro indices obtained from some international 
databases, as well as metric and categorical data derived from each case. The contextual constraints (including social 
capital and local capacity) and the expected benefits are measured using 3-point rating scale (1 = disagree, 2 = 
partially agree, and 3 = agree). The statements used as contextual indicators are, for example, “the community lacks 
of job opportunity”, “there is no crucial local conflict”, and “the community already has the necessary management 
skill”, while the expected benefits are measured using the same indicators as those for measuring the performance. 

Regarding the stakeholders’ participation, four stakeholders mentioned earlier are involved (community, 
government, NGO, and private sector) and three categories of activities are analysed (performing tasks, providing 
capitals, and making decision). Each of them is measured by several indicators. After dropping indicators with high 
missing values (more than 17 cases or 50%), twelve indicators (three in each category) remain. To measure the 
participation of each stakeholder, those indicators are rated using a 4-point scale (0 = no participation, 1 = low 
participation, if the participation is marginal, 2 = medium participation, if the participation is quite significant, and 3 
= high participation, if the participation is very dominant). The participation-level in each category is the sum values 
of the four indicators; the participation-level of each stakeholder in one category ranges from 0 to 12. The overall 
participation-level is the sum values of participation in three categories; thus, it ranges from 0 to 36. 

A 4-point rating scale is also applied for measuring community-representation (0 = no representation, 1 = low 
representation, where only local leader or elite group is involved, 2 = medium representation, when some ‘ordinary’ 
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community members are involved, and 3 = high representation, if many or all community members are involved). 
Consistently, the same twelve indicators as used in the participation are employed here. 

Several statements are used to measure performance, whether certain goals (e.g. generation of income, improvement 
of technical and management skill) are achieved by the CBEs. These statements are to be answered with a 3-point 
rating scale (1 = disagree, 2 = partially agree, and 3 = agree). Out of them, five latent-variables of performance are 
identified. The overall performance is the sum values of those five variables; thus, it ranges from 1 to 15. However, 
for a better overview the scale is re-categorized into a 5-point scale. This decision is taken after checking that there is 
no crucial result’s bias due to the re-categorization. 

3.3 Estimation Technique 

Frequency analyses of all variables are conducted (contextual constraints, organizational architecture, and 
performance). After dropping variables that have high missing values, Principal Component Analysis for categorical 
data (polychoricpca and factormat using STATA 12 statistic software) are used to identify the latent-variables and 
respectively, to reduce the number of less relevant variables. The variables used in this paper are the latent-variables 
resulted from that procedure. Furthermore, to predict the degree of influence of independent variables on dependent 
variable, Ordered Logistic Regression analysis (ologit), which is appropriate for categorical dependent variable 
(Powers & Yu, 2008), are conducted. Given that the participation-level of all other stakeholders is held constant at its 
mean value, the impact of a stakeholder’s participation-level on the probability of achieving successful performance 
are analysed using prvalue command in STATA. Besides, a cross-analysis using Partial Least Squares (PLS) 
regression – a variance-based structural equation modelling (Fornell & Larcker, 1981) – is conducted. PLS offers 
flexibility because it does not require the data to be normally distributed (Fornell & Bookstein, 1982) and it is 
relatively more robust for smaller sample size than other structural equation modelling techniques (Chin & Newsted, 
1999). For the PLS analysis SmartPLS 2.0 software is used. 

 

4. Results 

4.1 Descriptive Statistics 

4.1.1 Context 

As mentioned previously, this case-survey includes 34 cases from 12 different countries, i.e. Botswana, Brazil, 
Cameroon, Gambia, India, Kenya, Mexico, Namibia, Nepal, Peru, Philippines, and Uganda, covering tourism (9 
cases), forestry (10), agriculture (12), and handicraft (3). The CBEs’ start-up time is various, ranging from 2 years (3 
cases), 3 years (16), 4 years (2), 5 years (2), 6 years (1), 8 years (1), 10 years (2), to 12 years (2); 5 cases provide no 
information. Similarly, the CBEs’ age is very diverse, stretching from 2 years (13 cases) to 70 years (1 case). Some 
CBEs are about 25 years old (3 cases), between 10-16 years (5), and between 3-9 years (10). One case does not 
specify the CBE’s age. 

The CBEs are established mostly in countries with relatively high political instability and quite high perceived 
corruption, but with diverse poverty level. Based on The Economist (2010), the political instability index in almost 
all of those countries is between 6 and 7.5 (from a scale of 1.2 (low risk) to 8.8 (very high risk)). The corruption 
perception index (ranging from 0 (highly corrupt) to 100 (very clean)) is mainly between 25 and 48 (Transparency 
International, 2013). According to the World Bank (2013), the poverty headcount ratio (ranging from 0% to 88%) in 
those countries is various; in some countries the ratio is quite low (under 10%), while in some others quite high 
(about 40%). Furthermore, the finding shows that the government generally supports the CBE framework – partially 
(16 cases) and fully (11). However, unsupportive governmental action is also identified in some cases, either being 
indifferent (2 cases) or creating disadvantage (2). Three cases do not specify any information on this matter. 

Looking closer at the local level, the communities generally have poor societies’ characteristics. The communities 
face economic challenges (30 cases) with few job opportunities and low income. The lack of health services and 
educational facilities indicates the poor social services of the communities (31 cases). Their livelihood is very 
dependent on the natural resources at the local area and they tend to have low environmental awareness, which 
perhaps helps to explain why environmental problems exist at the area (32 cases). Expectation towards economic 
benefits generated by CBE is to be seen in almost all cases (33 cases), while expected social and environmental 
benefits only appear in 25 and 28 cases. Some communities are not open toward outsiders’ influence. Almost in all 
cases that provide information about social capital (about 20 cases), it is indicated that the communities share 
historical bound, the community size enables the establishment of a CBE, they do not face crucial local conflict, and 
community members are engaged in the local affairs. The communities originally do not possess the necessary 
management, technical, infrastructure or financial means to establish a CBE in half of the cases. Remarkably, there is 
at least one active NGO that supports the community in almost all cases. 
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z (t-value) = 2.21). The higher the NGO’s participation-level, the higher the odds of getting successful performance. 
Based on these results, the null hypotheses of both hypothesis 1 and hypothesis 3 cannot be rejected. CPL seems to 
be positively (but insignificantly) correlated with performance, but high NGO's participation-level is more influential 
in leading to good performance. Meanwhile, participation-level of government and private actor seem to be 
negatively (though insignificantly) correlated to performance. 

Ordered logistic regression Number of obs = 34
    LR chi2 (4) = 16.24
    Prob > chi2 = 0.0027
Log likelihood = -30.73368  Pseudo R2 = 0.2090
Performance Odds Ratio Std. Err. z P>|z| [95% Conf. Interval]
Community 1.1012 .0746 1.42 0.155 .964 1.258
Government .9261 .0710 -1.00 0.317 .797 1.076
NGO 1.1532 .0743 2.21 0.027 1.016 1.308
Private actor .9055 .0947 -0.95 0.343 .737 1.112
 Community Government NGO Private actor 

x = 18.588 5.059 17.382 3.235   
Figure 6. Result of Ordered Logistic Regression: Participation-Level – Performance 

Nevertheless, the predictions of hypothesis 1 and hypothesis 3 are supported by the results shown in figure 7. The 
diagram shows the influence of each stakeholder’s participation-level on the probability of very successful 
performance, given that all other stakeholders’ participation is held constant at their mean values. Apparently, the 
higher the CPL, the better the performance. Besides, the CPL seems to be more influential in leading CBE to have 
higher probability in achieving a very successful performance. 

Figure 7. Impact of Participation-Level to Probability of Very Successful Performance 

Hypothesis 2 predicts that CPL in decision-making is more influential in leading to good performance than CPL in 
other activities (providing capital or performing task), which is strongly supported by the result of regression analysis 
(figure 8). The CPL in decision-making is significantly and positively correlated to performance (t-value = 2.58; p = 
0.01). In performing task, the CPL is also significantly associated to performance, but negatively. An insignificant 
positive association is indicated for CPL in providing capital. Similar results are produced by the outer-model of PLS 
analysis. The path-coefficient of the participation in decision-making is statistically significant at 1% level (0.991; p 
= 0.006). The CPL in performing task is negatively associated at a 1% significance level (-0.891; p = 0.005), while 
the CPL in providing capital is positively, but not significantly, associated (0.219; p = 0.400). 

The result of regression analysis confirms the prediction of hypothesis 4, that the higher the 
community-representation, the better the performance. The community-representation is positively (and significantly) 
influences the performance (t-value = 2.93; p = 0.003). The prediction of hypothesis 5 is approved by the regression 
analysis (figure 9). The result shows a highly-significant positive association between the community-representation 
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in decision-making and performance (t-value = 3.16; p = 0.002), while the association of representation in both 
performing task and providing capital with performance are insignificant. 

Ordered logistic regression Number of obs = 34
    LR chi2 (4) = 14.45
    Prob > chi2 = 0.0023
Log likelihood = -31.62776  Pseudo R2 = 0.1860
Performance Odds Ratio Std. Err. z P>|z| [95% Conf. Interval]
CPL in performing task .6714 .1096 -2.44 0.015 .488 .924
CPL in providing capital 1.1510 .2124 0.76 0.446 .802 1.652
CPL in making decision 1.5071 .2393 2.58 0.010 1.104 2.057
 CPL task CPL capital CPL decision 

x = 6.324 6.324 5.941   
Figure 8. Result of Ordered Logistic Regression: CPL – Performance 

 

Ordered logistic regression Number of obs = 34
    LR chi2 (4) = 19.30
    Prob > chi2 = 0.0002
Log likelihood = -29.20302  Pseudo R2 = 0.2484
Performance Odds Ratio Std. Err. z P>|z| [95% Conf. Interval]
Community-representation 
(Rep.) in: 

  

performing task .8911 .2176 -0.47 0.637 .552 1.438
providing capital .9662 .1593 -0.21 0.835 .699 1.335
making decision 1.8196 .3446 3.16 0.002 1.255 2.638
 Rep. task Rep. capital Rep. decision 

x = 6.235 6.059 5.971   
Figure 9. Result of Ordered Logistic Regression: Community-Representation – Performance 

 

Ordered logistic regression Number of obs = 29
    LR chi2 (4) = 6.27
    Prob > chi2 = 0.1797
Log likelihood = -56.52504  Pseudo R2 = 0.0526
CPL Odds Ratio Std. Err. z P>|z| [95% Conf. Interval]
Economic .1426 .2363 -1.18 0.240 .006 3.669
Social 1.4611 1.0876 0.51 0.610 .339 6.284
Environmental 3.6817 4.0790 1.18 0.239 .419 32.293
Political 4.1091 3.6567 1.59 0.112 .718 23.508
 Economic Social Environmental Political 

x = 2.966 2.517 2.552 1.793   
Figure 10. Result of Ordered Logistic Regression: Contextual Constraints – CPL 

Figure 10 shows the regression result to test hypothesis 6 and hypothesis 7. Hypothesis 6 predicts that economic 
constraint is negatively correlated with CPL, while hypothesis 7 estimates that economic constraint is more strongly 
correlated with CPL than other constraints (social, environmental, and political constraints). Judging from the 
regression result, the null hypotheses cannot be rejected since the model’s significance is higher than 0.05 (Prob > 
chi2 = 0.1797), which means that there is in fact no effect of the predictor variables on the dependent variable. The 
correlation of economic constraint with CPL is indeed negative, but it is not significant (t-value = -1.18; p = 0.240). 
Thus, the economic constraint is not necessarily more strongly correlated with CPL than other constraints. 

Meanwhile, the significance level of the model assessing the local capacity and CPL (figure 11) is very high (Prob > 
chi2 = 0.0000). It means that at least one of the regression coefficients in the model is not equal to zero. Local asset 
is negatively (but insignificantly) correlated to CPL. Both social capital and local skill are significantly associated 
with CPL. Hypothesis 8 can be accepted since the degree of social capital is indeed positively and significantly 
correlated with CPL. The impact of local skill (t-value = 3.61) on CPL is greater than that of the social capital 
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(t-value = 1.92). Hence, hypothesis 9, which predicted that the degree of social capital is more strongly correlated to 
the CPL than the degree of local asset or local skill, cannot be proven true. 

Unfortunately, hypothesis 10, predicting that high expected benefits tend to lead to high CPL, cannot be tested due to 
multicollinearity during the running of ordered logistic regression. Based on the result of PLS analysis the impact of 
expected benefits on CPL is very insignificant compared to that of other coordination aspects. 

Ordered logistic regression Number of obs = 28
    LR chi2 (4) = 26.84
    Prob > chi2 = 0.0000
Log likelihood = -44.66538  Pseudo R2 = 0.2310
CPL Odds Ratio Std. Err. z P>|z| [95% Conf. Interval]
Social capital 3.6922 2.5083 1.92 0.055 .975 13.981
Local skill 44.6555 46.9374 3.61 0.000 5.691 350.407
Local asset .9253 .4290 -0.17 0.867 .373 2.296
 Social capital Local skill Local asset  

x = 2.821 1.679 1.714    
Figure 11. Result of Ordered Logistic Regression: Local Capacity – CPL 

 

5. Discussion 

Align with the arguments of Peredo and Chrisman (2006), the CBEs are indeed typically established in communities 
under socio-economic and political pressure. However, this paper identifies no significant influence of contextual 
constraints on community-participation. The motivation of community members to participate is more influenced by 
the local skill than by social capital. Not having the necessary means or assets to establish CBE is not hindering the 
community members to participate as long as they have expectancy that they are able to do so (possessing the 
underlying skill and social capital). 

If the sustainability of CBEs is judged in terms of performance, it can be implied that the CBEs are sustainable. 
Generally the CBEs indeed bring economic, social, as well as environmental improvements, although the degree of 
improvements varies widely from case to case. Nevertheless, it would be too naïve to only judge the achievement, 
without considering whether the achievement is actually reached sustainably by the community or it is nothing else 
than the result of the old-paternalistic-approach. Another way of judging CBEs’ sustainability is from their 
organization architecture, whether the CBEs are indeed “managed and governed by the people, rather than by 
government or some smaller group of individuals on behalf of the people” (Peredo & Chrisman, 2006: 316).  

This paper identifies that almost all CBEs’ activities are not free from outsiders’ involvement.  In most cases, at 
least formatively speaking, the government provide partial or full supports to the CBE-framework and there are 
active NGOs (both international and local) supporting the communities. The NGOs are dominant in strategic 
activities (initiating the idea of and preparation for CBE, and providing the necessary financial means), while the 
communities are dominant only in operational activities (undertaking the operational works and preparing the local 
materials). Therefore, although the analysis shows that the communities possess decision-making authority, the 
viability of this authority is questionable if the NGOs are absent. The author argues that the willingness and the 
physical means are not working independently. Considering the fact that in most cases the communities do not 
possess the necessary means to establish a CBE, it would seem to be difficult to establish CBEs solely on their own 
power (excluding the outsiders’ intervention).  

The finding of this paper does not significantly support the argument “the higher the CPL, the better the 
performance”. The NGOs’ participation-level is, on the other hand, significantly leading to successful performance. 
The 3-way-table below (figure 12) reflects that partnerships between communities and NGOs could perhaps offer a 
better option. Even with low or medium CPL, CBEs may become very successful when it is combined with high 
NGOs’ participation-level. A more popular pattern is the combination of medium CPL with medium NGOs’ 
participation-level. Without much supports from the NGOs, CBEs can also be very successful whenever the 
communities themselves really capable and highly participate in the CBEs. There is one exceptional case where it 
has high participation of both community and NGOs but unexpectedly achieves low performance; a further research 
is needed to prove that it is no coincidence. 

Furthermore, regarding the community-representation, this paper finds out that in most cases, only 
leaders/elite-group members or selected ‘ordinary’ community members are dominant in performing strategic and 
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decisional works. The majority of community members highly participate only in ‘simple’ works such as operational 
works and providing local materials. Unlike the argument of Peredo and Chrisman above, ‘smaller group of 
individuals on behalf of the people’ is in many cases still becoming the driver of CBEs.  

Community-participation-level NGOs’ 
participation-level 

Performance category 
2 3 4 5 

Low Low  1   
Medium  3 1  
High    3 

Medium Low  1 1  
Medium  8 2 6 
High   1 4 

High Low   1 1 
Medium     
High 1    

Figure 12. Participation-Level of Community & NGO – Performance 

Additionally, this paper tries to roughly combine the CBEs’ legal form and the revenues they generate to get a 
picture if they have a certain pattern. Out of six CBEs registered as association, two have low revenue (< 10 000 US$) 
and four medium revenue (between 10 000 and 1 million US$). One out of six CBEs registered as commercial 
enterprise have low revenue, four medium revenue, and one high revenue (11 million US$). One registered as 
cooperative has medium revenue. Meanwhile, six of those registered merely as an organization (without specifying 
the legal form) have low revenue and three medium. It seems that CBEs registered as commercial enterprise are 
slightly more successful than those ‘association’ CBEs and much more successful than those ‘registered’ ones. 
Further investigation is necessary to examine whether a certain legal form indeed has influence on the performance. 

 

6. Conclusion and Direction for Future Research 

Pursuing a sustainable CBE-model, this paper advances the knowledge regarding the CBE’s organizational 
architecture and performance. The findings of this paper show a sustainable performance of CBEs since they indeed 
(to various extents) improve the economic, social, and environmental conditions at the local communities. However, 
the sustainability of CBEs’ organizational architecture should be considered cautiously since outsiders’ interventions 
can be found in almost all CBEs’ activities and in many cases the CBEs are still driven only by a smaller group of 
individuals. It can be implied that community-participation plays an important role in the CBE, but not necessarily 
the sole important aspect in leading to the CBEs’ success. Instead of putting efforts exclusively on increasing the 
degree of community-participation, planners and practitioners should have a system view and take into account the 
outsiders’ roles. Given the diverse local conditions, more efforts should be made, especially at the beginning phase, 
to find the right combination of community-outsiders-partnerships, tailored to each situation. 

Finally, this paper’s findings should not be considered as an end but as a steppingstone, linking the existing 
knowledge and the potential knowledge in future research. Some research ideas may be raised from this paper; for 
example, an extension research using larger sampling-size or a comparative research to see if there is any differences 
between CBEs in developed and developing countries. The diversity of CBE’s organizational forms identified in this 
paper can also stimulate a further conceptual research – structurally combining this form with existing organization 
forms such as cooperative and commercial enterprise. This way will show if this CBE-form is actually a new 
organization form or merely a hybrid of the existing ones. 
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Notes 

Note 1. Whereas the term organizational design puts more emphasis on the activity of designing and organizational 
structure on the result of designing, organizational architecture covers both aspects and will be used consistently in 
this paper. 

Note 2. Community is an aggregation of people that is not defined primarily by the sharing of goals or productive 
activities of the enterprise, but instead as those who share geographical location, ethnicity, and cultural identity 
(Peredo & Chrisman, 2006). 

Note 3. Aligning to earlier works in community-based management research, this paper categorizes the outsiders into 
three groups: the government, international and local NGOs/donor agencies (hereafter: NGOs), and private actors 
(Sammy & Opio, 2005; Schiffer, 2004; Soviana & Kühl, 2013). 

 

 

  


