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Summary Findings

This paper is a collaboration between the ILO
and the World Bank, exploring potential
applications of demand-driven, community-led
approaches to livelihood support in post-war
contexts. It is based on review of the two
organizations’ experience with such instruments
in conflict-affected areas, the former in the
context of its Local Economic Development
(LED) approach and the latter in the context of
its Community Driven Development (CDD)
approach. The study is based on the premise
that demand-driven methods may be uniquely
suited to meeting challenges to livelihood
support and economic revitalization posed by
post-war environments. As a first initiative in an
effort to link demand-driven approaches,
conflict environments and livelihoods, it is
meant to provide a foundation for further
discussion. It includes an analysis of contextual
factors in conflict-affected communities; a brief
description of what demand-driven approaches
entail; likely benefits of and challenges to
applying these approaches; and operational
principles and recommendations for action.

The study suggests seven advantages associated

with use of these approaches for livelihood
support in post-war environments: (i) facilitating
knowledge flows on economic opportunities,
threats, needs and locally available resources;
(ii) repairing community rifts and rebuilding
social and business networks necessary for
economic growth; (iii) combating social
exclusion and facilitating more equitable
economic growth processes; (iv) enhancing
flexibility and decentralization of livelihood
support to better suit local opportunities and
address needs; (v) counteracting problems
associated with weak or destroyed formal
institutions  supporting  livelihoods; (i)
empowering communities in their relations with
donor organizations and government to meet
livelihood needs; and (vi) enhancing the
purchasing power capacity of local markets.
Alongside these benefits, this study presents
three challenges: (i) tension between achieving
quick results to meet urgent needs and
engendering sustainable, equitable and inclusive

community processes; (i) vulnerability to
resource-capture on the part of powerful,
coercive elements present in most post-war
contexts; and (i) danger of community
processes reinforcing inequalities rather than
counteracting them.

On the basis of the World Bank and the ILO’s

experience, this study identifies eight
“operational principles” for application of
demand-driven approaches for livelihood

support in conflict contexts: (i) begin with a
comprehensive mapping exercise of livelihood
opportunities and resources, building on local
capacities, resources and skills; (i) implement
both community-based and individual livelihood
support activities; (iii) emphasize three areas
essential to post-war reconstruction—namely
farming, fishing and construction—and their
related support sectors including local trade
networks, as well as the support sector to
international donor activity; (iv) use short-term
“aid sector” opportunities as a springboard to
sustainable, long-term economic growth; (V)
prioritize credit provision from the outset; (vi)
start with small scale livelihood activities,
progressively expand scope as resources and
institutional capacities increase; (vii) link the
local economy with other district economies and
with the national economic recovery strategy;
and (viii) catalyze information exchange on
livelihoods opportunities.

It is hoped that this study will be a useful
contribution in the development community’s
evolving understanding of demand-driven
methods, while providing  worthwhile
recommendations for concrete action.
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Executive Summary

This paper is a joint project of the ILO and the Midank, exploring potential applications of derdan
driven, community-led approaches to livelihood supm post-war contexts. It is based on reviewhef

two organizations’ experience with such instrumentsonflict-affected areas, the former in the eomt

of its Local Economic Development (LED) approactd dahe latter in the context of its Community
Driven Development (CDD) approach. The study iseloaon the premise that demand-driven methods
may be uniquely suited to meeting certain challenigelivelihood support and economic revitalization
posed by post-war environments. As a first init@atin an effort to link demand-driven approaches,
conflict environments and livelihoods, it is me&mtprovide a foundation for further discussion base
issues. The study includes an analysis of commaialsand economic contextual factors in conflict-
affected communities; a brief description of whatménd-driven approaches entail; identificationhef t
likely benefits of and challenges to applying thap@roaches; and, on the basis of the above context
operational principles and recommendations foloacti

The study presents seven broad possible advantasgciated with use of these approaches for
livelihood support in post-war environments:

» Facilitating knowledge flows on economic opportigsi threats, needs and locally available
resources;

» Repairing community rifts and rebuilding social dmasiness networks necessary for economic
growth;

« Combating social exclusion and facilitating moreieple economic growth processes;

» Enhancing flexibility and decentralization of liledod support to better suit local opportunities
and address needs;

« Counteracting problems associated with weak orrogsti formal institutions supporting
livelihoods;

* Empowering communities in their relations with dormwganizations and government to meet
livelihood needs; and

* Enhancing the purchasing power capacity of locaketa.

Alongside these benefits, this study presents ttialenges:

» Tension between achieving quick results to meeentrqieeds and engendering sustainable,
equitable and inclusive community processes;

» Vulnerability to resource-capture on the part ofvpdul, coercive elements present in most post-
war contexts; and

« Danger of community processes reinforcing inegiealitather than counteracting them.

Despite these challenges, the World Bank and ti@ hiave both been expanding the scope of their
demand-driven programs in post-war contexts. Thia the belief that properly managed participgator
processes provide certain worthwhile advantages toaditional top-down methods. Having said that, a
case study review indicates that application ohsaproaches has led to mixed results, suggestatg t
there is a need to more closely analyze demaneuaipractices in order to maximize their benefitd an
minimize their potential pitfalls.

Thus, on the basis of the World Bank and the IL&perience, this study identifies eight “operationa
principles” for application of demand-driven appbas for livelihood support in conflict context&ach
principle includes specific recommendations foementions. In doing so, the study aims to provide



useful guidelines not only for continued ILO and MdoBank activities but also for a broad range of
donor organizations and international NGOs (ING@sYyernments, and local organizations active in
post-war economic recovery.

The following principles have been identified b tstudy authors:

Begin with a comprehensive mapping exercise ofilie®d opportunities and resources. Build
on local capacities, resources and skills;

Implement both community-based and individual livebd support activities;

Emphasize three areas essential to post-war reoctish—namely farming, fishing and
construction—and their related support sectorsuitiolg local trade networks, as well as the
support sector to international donor activity;

Use short-term “aid sector” opportunities as arsgjsbard to sustainable, long-term economic
growth;

Prioritize credit provision from the outset;

Start with small scale livelihood activities, pregsively expand scope as resources and
institutional capacities increase;

Link the local economy with other district economind with the national economic recovery
strategy; and

Catalyze information exchange on livelihoods opjaittes.

It is hoped that this study will be a useful cdmition in the development community’s evolving
understanding of demand-driven methods, while pliagi worthwhile recommendations for concrete

action.



DEMAND-DRIVEN APPROACHES TO LIVELIHOOD SUPPORT IN
POST-WAR CONTEXTS: A JOINT ILO-WORLD BANK STUDY

I. Introduction

Violent conflicts occur disproportionately in poaountries and are precipitated by high rates of
unemployment, inequality and economic reliance dgh+4value primary commodities. Lack of
productive work creates hardship, frustration, &tidness, making the unemployed, and particularly,
unemployed youth prime candidates for recruitmgniriiitant organizations with funds, food, and arms
at their disposal. Inequality serves as the bamigyfievance and lack of economic alternativesngjvi
those who control primary commodities an enormoomunt of power over a desperate populace.
Unemployment and economic stagnation are thus pgolveontributing factors to the reality that
countries emerging from violent conflict face a g@rcent chance of relapsing into conflict in thestfi
five years of peac€onsequently, the focus on livelihodds key when building resilience to the threat
of renewed violent conflict.

Supporting livelihoods in post-wacommunities is a complex endeavor, as difficulthieve as it is
important. Local economies in post-war environraeféice many economic and social challenges,
including the reintegration in the short term ofesal potentially large population groups such =s e
combatants, internally displaced persons and re&ige These contexts, however, also include
opportunities that can be capitalized on for supipgiivelihoods. This paper will explore how demda
driven, participatory, community-led approaches rhalp overcome the difficulties and take advantage
of the opportunities.

In facing post-war challenges, demand-driven apgres provide new solutions to age-old problems.
For this reason, the World Bank and the ILO arénlitreasingly adopting such mechanisms in post-war
contexts, employing social dialogue approachescamimunity-based participatory techniques to better
achieve program goals. The World Bank's Commuiitven Development (CDD) approach gives
communities fungible resources, empowering thentat® charge of decision-making and program
implementation and curbing tensions through padiciry and inclusive dialogue. The ILO’s Local
Economic Development (LED) approach uses similamatel-driven mechanisms to generate
employment, using local human and organizationabueces to expand economic opportunities and
develop local economies. While the two programfedifomewhat in their community interlocutors and

! The term “livelihoods” in this study refers to &iirms of income generation and employment thapsttphealth
and wellbeing, such as agriculture, small busirease manufacturing

2 This study employs the term “post-war” as oppdsetthe potentially misleading “post-conflict”. Evefter formal
termination of war, conflict may continue to masiféself in sporadic eruptions of violence with¢eading to the
cessation of rehabilitation and reconstructiorrivéentions. The term “post-peace agreement” (PR A)so
inappropriate in some circumstances when, on tkeehand, certain interventions may be possible before a
peace agreement is signed and, on the other Hendxistence of an agreement does not guarantegntiaatual
state of peace exists. While the term “post-waésinot entirely escape some of the above contimesait
denotes the period following the end of major Hitists in which attention turns to reconstructiordaehabilitation
from the war damage.

% In this paper the terms participatory, demandairiand community-led are used interchangeably tekerfiar
smooth reading. In each case, they are meanfdo tee development approaches that give controt degisions
and resources to local stakeholders.



in their aims’ a joint study of both approaches provides a usgpbrtunity to compare lessons learned.
On the basis of the World Bank and ILO experietiois, study aims to develop a conceptual framework
by outlining general principles for demand drivggpaaches for livelihood support in conflict-affedt
areas. It is hoped that these principles will pfevnew insight into the topic, contributing to tader

aid community’s understanding of under what circtamses and how such approaches can best be used.
This study is therefore a first step in building@nmon understanding and approach to use of demand
driven methods for livelihood support in post-wamtexts. As such, this paper’s intended audience
includes not only practitioners of LED and CDD, kalso other international organizations (United
Nations, donors, INGOs, etc.), governments, andibmalt organizations in conflict-affected countries
concerned with livelihoods support and/or applmasi of demand-driven approaches. The elaboration of
more specific operational guidelines on combinirrgfaxilitating better integration and cooperation
between CDD and LED approaches would be the obfextsuccessive study.

This study begins, in Section Il, by detailing #exio-economic context in conflict-affected comntiesi

as it affects livelihood support issues. It ;owgB the needs, challenges and opportunities in many
conflict-affected communities, including post-waoaomic recovery patterns, income generation trends
and common employment opportunities. Understantlirgcontext is important not only to comprehend
the conditions under which livelihoods programschion in conflict-affected areas, but also to prese
common understanding of possible entry-pointsriteriventions.  Section Il describes the comnyunit
led development approach, as developed and prddticgéhe ILO and the World Bank, and discusses its
benefits and challenges. Section IV then pres@essons learned” from CDD and LED experience:
general operational principles and guidelines igdfpractices.

* The LED and the CDD approaches differ to a certiégree in their orientation. LED focuses direatly
livelihood and business support, while paying heedhe larger economic environment and participatd all
segments of society. CDD, has emphasized, for th&t part, activities that benefit the communityaashole and
deemphasized livelihood support activities, althowgpecific and localized activities such as miamedd that
primarily benefit individuals have been undertakdie ILO and the World Bank also have differenéitocutors.
CDD works directly with small “communities” defined the CDD terminology as “a population living tiih a
defined geographic territory with common interemtsl concerns and shared consequences.” LED ircindis
local stakeholders not only actors on the individu@mmunity level but also district-level econoninstitutions
(such as labor organizations, farmers associationeslit groups, local trade unions, local governtnenterprise
associations, cooperatives, women’s groups, enviemtal groups, universities, banks, Chambers of rGere,
religious institutions and NGOs)LED stakeholders often cover a wider geographicoregnd are restricted to
actors that are important to the promotion of amnemic agenda.



II. Supporting Livelihoods in Conflict-Affected Areas: The Context

To identify opportunities for improving livelihood# is important to understand the post-war pcditi
and economic context in which they exist. To beesaonflict-affected contexts differ widely. Theay
range from fairly economically advanced settinge ICroatia to the absolute poverty of the Democrati
Republic of Congo and Haiti. They may be charamerby high levels of violence, like Iraq, or riala
calm, like Southern SerbiaDespite these differences, it is possible to idewrertain economic, political
and social patterns and characteristics commoratoyraonflict environments:

Unstable or changing population baseCountries emerging from conflict are often chararésl

large movements of people—refugees returning ho
displaced persons attempting to resettle, and ur
migration. In Sierra Leone, for example, mostagks
were populated by approximately 10-20 percent efrth
original populations for the first three or fouraye after
the signing of the peace agreement.

In the aftermath of armed conflict, return is getigra
guestion of opportunity.  Where conditions remg
unstable or insecure, community members with
education, marketable skills or financial meansessary
to seek opportunities elsewhere may not return hfume|
years, if at all. Those who lack the skills oraexes to
earn a living elsewhere are often among the forseturn
to their communities. The landless and destitutey n
return to families or community members in searéh
assistance. Also amongst the first to return ballthose
hoping to benefit from local opportunities, such
farmers who return for the planting season. Sityila
communities will attract more skilled, educated

LIBERIA. They are frustrated, illiterat
orphaned, and abusedhe new youtt
seeking to return to “normal” after years
war. During the past years of confli
children—many of them young girlsmade
up 37 percenof some factional fightin
forces. Now, many of the 15,000 childi
who were associated with the fighting hi
transitioned into adulthood and
unemployed. Many cannot find form
employment due to a lack of education
training, and because of thew absorptior
capacity of the local economy. Ti
generation has no reference to w
“normal” life and work look like. They ar
frustrated about their leaders, have
security, or may be addicted to alco
and/or drugs. Most of the girls have bt
raped What they need as soon as possib
assistance in ending substance abuse
restarting education. They need hope in
future.

by

wealthier individuals interested in capitalizing tocal

economic or leadership opportunities. While somethafse “opportunity seekers” may be intent on
activities that harm the community, others willdgriwith them useful skills and resources that nayes

the community as a whole.

Lack of skilled human resources: In addition to human resource deficiencies duedatime migration,
unskilled and unemployed youth are likely to bagmificant problem. Lack of education, trainingdan
regular economic activity may have left a whole gyation of youth without formal education, literacy
work experience or proficiencies other than militeglated skills. While these youth may be skilled
survival, they will be ill equipped to advance begsubsistence level without assistance.

However, even in communities depleted by “brainrdrar severely affected by war, many skills remain
that can play an important role in economic reamiesibpn when honed and applied to community life.
Those returning from extended periods in refugeepsamay have received vocational skills or literacy
training. This may be particularly significant faromen who might otherwise not have had access to
training or education. Demobilized soldiers willvieabasic skill sets from military experience thauld

be developed for civilian life, such as negotiatiptanning, organization or designing and engimegri

small tools.

The exigencies of survival in andtieémselves necessitate the development of coping

mechanisms that may be transformed and upgradedigatful job skills. For example, in the immediate

® Piet Goovaerts and Harry Turay, 2000 for NCRRRstFDperational Performance Evaluation of CRRP/ERSF



aftermath of war, it is common for extensive petgding activities to emerge, as local community
members attempt to sell anything at their disptsaieighbors, fighting forces, or aid workers. 3de
trading activities can form the basis for more leidhed local commerce in the post-war era.
Furthermore, many community members may still pesgbe skills that enabled them to earn a solid
living in the past

Shifting gender roles Wars often lead to changes in the status of womesociety—changes that can
be positive or negative. In some countries, womém@edom of movement will become more restricted,
ostensibly for their own protection under unstabtnditions. In other countries, women may be
compelled to enter the labor force to respond ¢éortéw economic burdens placed upon them. This may
lead to positive changes in norms regarding the@ebility of women’s employment. On the other hand
the ending of the war and the return of male coartator displaced groups holds the risk of social
regression for those women who may find themseieshed back into traditional roles. The post-war
challenge is to maintain any improvements in th@astatus of women while supporting their effdds
sustain themselves and their families.

Wars shift economic and social burdens dispropoatiely onto the shoulders of women. Where men are
away on military duty or involved in rebel groups,where husbands, fathers, and sons have beed kill
or disabled, women become the key decision-malketiseir communities and the sole support for their
families. In addition, in the aftermath of war, mven are frequently charged with caring for disabled
family members, orphaned children and other depgndemmunity members, further increasing the
burden upon them. Thus, by necessity, women dfika a leading role in economic and community
rehabilitation, even in countries where they mayaba great educational, social or legal disadgnta
men.

While the demands on women almost alwg Female demobilized esembatants in Eritrea, aft

increase substantially in conflict-contexts, in mal
places they are constrained in their freedom tot
those new demands. Women may experie
conflicting role demands and time constraints. yTh
may suffer from lack of assertiveness and sd
confidence, or be subject to culturally and sogial
rooted negative perceptions of women in busing
They may have unequal access to finances, as
technologies, services or vocational trainif
opportunities. In Mozambique, for example, wom
have no legal right to land ownership except
negotiated through male relatives. Lack of acces

agricultural opportunities diminishes women'’s foq

many years in a welthrganized rebel movement
which ethnic, religias and gender differences t
been completely set aside, returned to 1
communities to face family members and neigh
who expected them to return to traditional ger
roles, leading to a high degree of frustration
many. On the other hand, a dar number o
Eritrean women were able to take advantag
postwar reconstruction efforts to find employm
in the construction sector. These women devel
a reputation of being more reliable, and gene|
producing higher-quality outputs, than theale
counterparts

security and renders them particularly vulnerable.

Similarly, in Guatemala and Bosnia, while women gamerit land through spouses, their rights to the
land can be challenged by other family memBergvhere large percentages of the male populatoe h
been killed as a result of the violence, theseiotisins may pose severe challenges for surviviogien.

Women may even receive unequal access to intenadifjefunded programs for which they are eligible.
For example, an increasing number of women arehmedowith fighting forces, as active members of
militias, dependents, or sex or house workers. Tdfegn are underserved or missed altogether in the
demobilization and reintegration process and tktigm with no support, funds, or skills.

% Date-bah, 2003:117



Due to the constraints to women’s employment, tifierimal economy is particularly important to women
trying to support their families. As jobs in tharfal economy may be scarce due to the breakdown in
public and privately owned enterprises, and as woare often lacking skills for formal employment,
they may be forced into the grey economy, oftenkimgr in gender-stereotyped work like cooking,
cleaning, laundry or sewing. Economic vulnerabitityd restricted economic opportunities can alsoefor
women into dangerous, damaging or illegal actigitieich as prostitution or smuggling of contraband
articles. On the other hand, women frequently hiaeth the drive and the resourcefulness to make
successful entrepreneurs.  Consequently, micratcrethemes and cooperative development are
particularly valuable to provide women with safgitimate alternatives for livelihood support.

Social exclusion:In post-war contexts, certain parts of the popaatare particularly economically
vulnerable and thus need special attention in sijpgdivelihoods. Socially excluded individuals ynbe
prevented from accessing community resources on fibtaining safe, lucrative employment. Women,
as mentioned above, are one such group. Othdtslesocially excluded ethnic or religious min@sj
the disabled, ex-combatants and IDPs. Unemployedidie former fighters pose a particular threat to
society as they may revert to violence or criméngishe skills they have and the typical abundaofce
arms at their disposal. On the other hand, prefaldreatment of ex-combatants (in the contexDbiR
programs) or of other “special” groups can leagedousies and tensions within the community arehev
greater social exclusion. Thus, meeting their imiste needs must be balanced with strategies &r th
long-term integration in and acceptance by society.

Breakdown of trust and erosion of social capital: Communities may be deeply divided, especially
ones that had mixed membership before the war.isibivs may exist not only between members of
opposing factions or groups but also between mesnbkthe same group, where suspicions or blame
exist on the basis of loyalties or actions in tbaflict. Friction often arises between those wtaysd in
their communities and those who fled to neighbotimgns, those who became refugees and those who
went abroad. The breakdown of trust affects theraketworks in and around communities, raising
economic transaction costs. Neighbors that preloworked together or individuals who used to bglo

to the same association or cooperative may be limgvibr unable to re-establish cooperation. Busine
networks and grassroots organizations are likelyate eroded due to conflict.

In many recent wars, “the enemy” was a neighbdongtime friend, or even a relative (such as in¢hse o
inter-ethnic marriage). In other circumstances, collectivemories remain overwhelming and still have ansf
psychologial impact on the present. In Iraq for example him first days of April 1991 in Iraq, after the def
of the Iragi army in Kuwait in the first Gulf Wawhen Saddam Hussain’s Republican Guards turned
attention to the North, 800,000 Kurds fled @s$ then 72 hours to Turkey and Iran, leaving tteis loade:
with their personal belongings in droves on the ntain roads, continuing by foot across the bordeis the
cold mountains. Their collective panic was triggeby the memory of the biolmgl attack on Halabcha
1983.

This lack of social capital undermines local
No. 9] suggests that CDD may impact cont economic. recovery. F,or examplg, a previqusly
management at the local level by develoy well-functioning farm_ers cooperatlve_- may find
mechanisms and skills for dispute resolution. post-war that most of its stock of farming tools ha
been destroyed or stolen during the war, that many
of its members have fled the region, that those
who remain find it difficult to cooperate in an aisphere of anger and blame and that, even where the
will exists, lack of time or financial resourcesymaake it difficult for the cooperative to function

An ongoing_study in IndonesiPR Working Pape

Shifts in power structures: War dramatically shifts power relations within st@s, enabling those with
access to arms and their allies to enhance theiraggic and political position. Rural communitiesen



if they do not directly fall under the sway of majgrmed factions, may be subject to pressures from
relatively powerful individuals or groups who exseccoercion-based power for personal gain. Inyman
wars, traders, arms dealers, political or militeegders and even government officials create adian
Such actors may have a common interest in perpeguah environment of scarcity or fear, in order to
generate quasi-rents. When donor and governmemdsfdor livelihood support are disbursed to
communities emerging from war, it may be diffictdtensure that resources reach the community “as a
whole”, since they may be monopolized by powerfités. As peace is restored to communities, aed t
local economy begins to revive, decisions haveetanade as to whether the interests of the community
will be better served by a strategy of cooperatidth these elements or by setting up alternative
structures of community decision-making that, imdaj may develop sufficient popular support to
supplant them.

Not all shifts in power structures are relatedhte tise of force. Conflict can erode popular suipfoor
older, traditional leaders in favor of younger eadior new leaders who earn the popular trust. For
example, thentifada in the West Bank and Gaza in the late 1980s arlg #890s strongly undermined
popular support for the traditional leadershipandr of youth activists in their 20s who were péred

as being more proactive in addressing the inteoddtse people.

Increased opportunity for exploitation of vulnerable workers: Exploitation of poor and vulnerable
groups in the form of forced labor, child labor andecent working conditions (including working leu
health and safety conditions) is often heightengdvlr and these forms of exploitation are likely to
perpetuate in the post-war context, where there beya desperate level of need, systems of labor
protection may have eroded, and where the sodahamical and political structures shaped by the wa
remain in place.

Continued violence: Even once a formal eng

to war has been declared, security and stabi In the case of the north and eabtSoi Lanka, the rise i
will not be restored to a,lll geographic are crime and violence posed an additional threat ¢ostbcial

simultaneously. Rather, regions of calm m fabric of the country. In El Salvador the pesif period

ist | id h h iol saw the upsurge of so-called “maras” or gangs of |ex
exist alongside — olhers — where - VIOIeNng compatants, especially youth, engaging in crimed
continues, and even generally calm areas N gther jllegal activities.

be subject to sporadic outbreaks of violeng
Furthermore, post-war contexts are notoriously

high in crime, due to the ready availability of yweas, permissive attitudes towards violence, aed th
presence of ex-combatants lacking alternative tivewamployment. The lack of security may severely
undermine donor activity and pose immense diffiesltto local governments trying to assert their
authority, thereby making planning difficult, dipting free movement of goods and people and
discouraging investment in the region. The comimnaof continued violence with lack of economic

growth can lead to renewed hostilities.

Growth of illegal activities: Smuggling of arms and cultivation and trade ingdélenatural resources
such as timber, precious stones or drugs, oftekdolby the warlords and factions who were partes t
the conflict, may continue long after formal pedwes been declared. In the absence of legitimate
employment opportunities, individuals may be corgekelto engage in illegal activities as their only
available means of subsistence. Local communitigght be divided between those wishing to end
illegal practices, and those dependent upon tlagitimuation or influenced by pressure from “cortflic
entrepreneurs”.

Growth of the grey economy Not all informal economic activity is likely timvolve illegal goods. To
the contrary, a significant proportion of informatonomic activity will involve licit goods traffigd
through informal or, in the case of smuggling, eilagal channels. While few studies have beenedon



regarding the extent of such “grey economies”, as tbeen estimated that throughout much of the
developing world, the informal economy matches xexeeds the size of the formal economy. This is
particularly true of conflict-affected areas, whef@mal economic mechanisms, institutions and
regulatory bodies may not be functioning. Thuspdst-war contexts, much or most of the populatson
likely to be engaged in “grey” or informal econonaictivities as the only available means for surviva
Angola, for example, as little as 10 percent of tmntry’s estimated GNP is produced through
conventional—legally established and publicly regedl—economic practices. In Mozambique, the
conventional economy accounts for only half of teentry’s GNP. Somalia has no official economy at
all. Often, the informal economy is able to regpanore quickly than the formal economy to the
demands and needs of local markets and thus maydpramportant economic opportunities, while
serving as an indicator of opportunities for mooenfal livelihood support activities. That said, the
danger inherent in such “shadow” economic actisiiie that even where they may involve licit goods,
powerful criminal elements or local warlords ofarpport or profit from such activitiés.

In Novi Pazar, in southeastern Serbia, an imporanially-owned garment factory closed down due to the
and economic boycott. Former employees applied #iglis and technical knowledge and launched ssgil
offs, very often a (informal) family businesses, making jeans artotlothes for the Serbian, Kosovar
foreign markets.

Low consumer purchasing power:The breakdown of markets and the development ofmonetary
economies, the non-payment of wages by public aivéte employers, use of non-sustainable coping
strategies during the conflict such as the useawings and selling of luxuries and assets, result i
diminished global demand in the local economiesw lpurchasing power is a major constraint in the
recovery of local economies.

Lack of infrastructure and capital: Dilapidated or destroyed roads and bridges, comeatiohs and
rail networks may cut off whole areas from supgli@and customers. Power plants, public buildings,
communication systems and water supplies are aftageted during the fighting. In East Timor, for
example, over 70 percent of private housing, pulilitdings and utilities were destroyed in the diohf
Similarly, in Bosnia, 55 percent of schools weratd®yed in the conflict, and in Mozambique, only 58
percent of schools and slightly over 50 percertiexlth centers remained at conflict terminafidven
where such infrastructure has not been specificidhgeted in guerilla action, it may be severely
dilapidated due to insufficient maintenance in vwaet particularly if government budgets were digdrt
to the war effort. In the private sector, damagealsolete tools, factories and workshops may ioestr
manufacturing potential and investors may not biéingito fund capital investment.  The success of
livelihood support strategies based on revitalatf the private sector is strongly linked to fuecess

of efforts to rehabilitate local infrastructure amggblace damaged physical capital, including piowior
basic water supply, sanitation, health and educafiacilities, access roads, irrigation systems,
marketplaces etc. Rebuilding infrastructure alssatas opportunities for employment-intensive public
works projects and support of local enterprisesiciwimay provide construction materials and other
goods and services to these projects.

Lack of credit and investment capital The health of capital markets, and, in particulae availability
of financial support for entrepreneurs is crititagetting markets moving again. Lack of availatriedit
is one of the primary impediments to micro-entesprand business promotion in the aftermath of war.
Potential local investors may opt to invest theipital abroad until more stable conditions exiBew
local banks or lending institutions may be ava#galand, where they exist, lenders and borrowersrai

" Nordstrom, 2004:11
8 Date Bah, 2003: 9
® Date Bah, 2003:116



community settings may lack the necessary informnadind guarantees to make loan activity feasible.
Where devastation has been widespread, few people mave the necessary collateral. It may be
difficult or costly to assess credit-worthinesseiiv aspiring entrepreneurs have proven track-recard
formal institutions such as banks have ceasedrictitn. The uncertain and volatile conflict coritean
also significantly reduce the certainty of repayiteerd thus substantially increase lender risk.

Even where credit is available, it may not be aldé to all. Socially excluded groups, women, ex-
combatants or even specific individuals may beseduaccess regardless of the guarantees theylare ab
to provide. Erosion of the banking sector and laicformal credit may lead to increasing use obinfal
mechanisms, such as purchasing goods “on accotifwtal stores, non-payment of bills and growing
use of borrowed or “gift” money as a temporary liiveod strategy. Where the level of indebtedness to
individual patrons is particularly large, dependeaad the impossibility of repayment is likely tsult,
leaving debtors extremely dependent and vulner&aleexample, in Afghanistan, impoverished debtors
unable to repay their debts to warlords and othealthier individuals were at times compelled to
participate in fighting to repay obligations owed.

Lack of information on local circumstances, opportuities, and needs: Erosion of local business
networks in conflict and the rapidly-shifting econic, security and political conditions charactecisif
post-war contexts complicate efforts to assess:aad target assistance. There may be no funcgonin
institutions or systems present to enable emplogedsjob seekers to know about each other and their
requirements. Chambers of commerce or other itistits providing information to entrepreneurs on
business conditions or opportunities may have cktsexist. Lack of coordination and communication
between local and national institutions and betwibese institutions and the international community
may pose further difficulties for implementation rdtional recovery and reconstruction program$iat t
local level.

Weak governmental institutions: Governments emerging from war are often weak arablento
establish a well-functioning administration. Theyay employ corrupt or discriminatory policies and
practices based on group affiliation. Governmenéy lack credibility or legitimacy in the eyes bt
majority of the population. Conversely, communitieay place unrealistic expectations on government.
Civil society may also be extremely weak and unableengage government in dialogue. Politically
immature governments with limited financial resascare unlikely to be able to improve living
conditions, prevent resurgence of violence, or @ite economic growth. In the worst case, failofe
governments to effectively provide services caul keaa crisis of legitimacy that can contributducher
destabilization. In such circumstances, donate ftension between the aim of building governaient
capacities and the imperative of providing for ihemediate needs of the population. There is a
temptation for donors and external forces to “replagovernmental functions with non-state service
providers, but this is an ultimately unsustainatiategy.

Distortions to agricultural markets: Wars can significantly undermine commercial ifigh and
agricultural activities. The presence of landmimesy render large portions of arable land unusdte.
example, 35 per cent of the land in Cambodia isahle because of landmines. A similar situatiatsex

in Angola, Mozambique, and Afghanistan. Damageddsp boats and supplies undermines access to
fish. Diminished consumer purchasing power mayl lem severe price drops. Ruined transportation
infrastructure and continued outbreaks of violerre transportation routes can restrict access to
agricultural inputs and markets as well as causimgply gluts in some areas matched with high prices
and scarcity in others. The result is that farnvene succeed in producing cash crops may be unable t
transport them to the markets where they are needed

The “aid economy”—balancing between urgent needs ahlong-term sustainability: Post-war aid
efforts often involve tensions between meeting nrgehort-term needs and engendering sustainable
growth. To meet urgent post-war needs, a largtuxnbf humanitarian aid may be directed to



communities. While its contribution may be vitalthe short term, it can also lead to distortiohthe
local economy and development of dependency. Kkample, food aid can depress prices of locally
produced food, putting some producers out of bigsine

Donor-funded reconstruction works also risk sadirifj sustainability for speed. Provision of urten
needed services by donor institutions or use dfifor companies for reconstruction and rehabilitatio
works may deliver faster results, but will resulta missed opportunity to use reconstruction fugdm
order to build local capacities. It will also retsim a missed opportunity to drive cross-sectocalnemic
recovery though positive spillover effects ass@dawith local construction sector growth. Many loé t
most skilled members of the community may be haedy from governmental institutions, schools and
civil society organizations, by higher-paying domwganizations, causing problematic “brain draiof’ f
local institutions and organizations. While theicome may improve in the short term, in the longnte
they are likely to find themselves back on the Igch market, where only employment at far less
advantageous terms is available. The best and skilstd of these workers may respond by leavirg th
region altogether.

In 198284 in Aru, in the northeastern Zairean (preserityy Democratic Republic of Congo) region of It
when the UNHCR slashed its emergeraid to Ugandan refugees in the region by 40 perdee Ariware
daily market, which had been thriving since thevairof the refugees, suddenly lost about 50 peroérits

In addition, whole, lucrative but short-lived, ecomies may arise to provide services and supplies to
international aid workers based locally, includhegtaurants, automobile repair garages, specidiost!
markets, housing and office space, remodeling eotdrs, security services, computer and office
services. When aid organizations depart or sicguifily scale back activities, local economies may
undergo damaging economic shocks. On the other, litisgpossible that this short-term influx of égn
capital can help stimulate economic recovery. T™ate, little research has been done on the lamg-te
impact of this influx of foreign capital to suppgrost-war aid organization activities and aid woske
lifestyles. The large size of aid budgets relatisemany recipient economies merits further study to
understand how to manage threats and capitalizppartunities.
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III. Demand-Driven Approaches to Meeting the Challenges

The post-war challenges and complexities detaneection 1l suggest a synergistic relationshipvieen
the social and economic aspects of successfuiHimadl support. Without working to heal community
rifts and repair social and business networks, likely to be difficult to engender any form ofssainable
and equitable post-war economic growth. For th&son, there may be significant benefits to apesc
to livelihood support that deal simultaneously wittomoting economic growth, healing community rifts
and repairing social and business networks. Iiseguence, organizations such as the ILO and thédWor
Bank have been increasingly employing in post-wammunities participatory, community-led
approaches that aim at achieving simultaneous essgrn both the economic and the social front. |&Vhi
the precise methodology and goals of such appreaciag differ from organization to organization,jthe
all share the aims of pursuing development agetidtasigh empowering beneficiaries and giving local
stakeholders control over decisions and resousgb#e building community capacities for collective
decision-making and action.

Most community-led approaches share the followiragmam procedure:

a) Community group designThe donor organization defines and establishéterier for
selecting community groups, ideally in consultatiovith the national and/or local
government, civil society and communities. This eyally involves a comprehensive
stakeholder analysis as well as a deep understnofdlite historical and social context of the
community and its various ethnic or social grougsich an analysis is particularly important
in post-war contexts where intra-group tensions bwahigh.

b) Outreach and mobilizatioinformation campaigns are used to inform the tdepgopulation
of the program design and goals. Stakeholderstifazhas relevant are approached and
enlisted. Efforts are made to ensure participatioinonly of representatives of formal groups
but also of important informal ones. Institutiomalpacity building may be needed to assist
groups to formally organize.

c) Program designThe community group meets to assess and majutistis, resources and
relationships, and to decide upon a basic develappian/recovery strategy including broad
aims and general principles. Important elementgrofjfram design in conflict-affected areas
include criteria for participation in group, deosimaking rules and detailed appraisal
criteria for project selection, as well as conflieid dispute resolution mechanisrtts deal
with any future tensions. Every effort should badm to ensure that these elements are
agreed upon unanimously.

d) Program implementation/capacity buildingBoth of these should be done simultaneously.
Management capacities of the community should L& bp continually with the aim of
empowering them to function independently of dom@yanizations in the long term. At the
same time, the community begins to identify andlengent specific projects. Facilitators
also help develop community group capacities byiging “on-the-job training” in project
management and by building awareness of and sufgpazbmmunity group efforts amongst
the government, donors, and the broader populatiodvhere possible, community
contributions towards the project, such as laborkind material or cash will enhance
feelings of ownership, reduce costs and increasgalsa@ohesion through collective
organization and action.

Throughout the program cycle, certain practicessacemmended, including group-managed monitoring
and evaluation of projects to enable learning, emirproblems and expand successes. In post-war
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contexts, monitoring and evaluation exercises ralsst pay particular attention to how community powe
dynamics are affected by community group activitidhe composition of decision groups must also be
monitored and periodically reassessed in ordensue that as economic and social circumstancés shi
group composition remains appropriate and imporssaiteholders are not excluded. Establishing clear
partnership arrangements and cultivating goodiogiships with local government and line ministries
also essential for sustainability.

Post-war community-led programs, while similarhieit basic approach, vary greatly in objectivespsc
and reach. They may focus on reconstructing itriratire, such as schools, health clinics, commgunit
centers, water and sewage systems, roads, bridgesasves. They may aim at promoting productive,
income-generating activities by providing suppogtvices such as extension, credit, marketing and
business consulting to farmers and entrepreneilifteey may assist the community and the municipal
authorities to better manage natural resourcesudd lthe capacity of municipal authorities to plan,
deliver and sustain vital public services. In sarases, more than one focus is combined and psajaat

be multi-sectoral and integrated.

The degree of control over resources accorded monamities also varies across organizations. For
example, the World Bank directly provides resourtie£ommunity-based organizations, empowering
them to actively manage the entire program cyntduding procurement and implementation processes.
In contrast, the ILO does not emphasize direct isior of ILO funds for LED activities, but rather,
lobbies governments and donor-organizations tdhmit resources at the disposal of LED fora.

In addition, CDD and LED differ in other fundamentays:

¢« The CDD approach addresses a wide range of comymmidtrities whereas LED specifically
focuses on economic support;

e« CDD works with groups composed exclusively of locammunity members in a small
geographic region. LED includes in its local staidlrs not only actors on the individual
community level but also district-level economigtitutions (such as labor organizations,
farmers associations, credit groups, local tradéons) local government, enterprise
associations, cooperatives, women’s groups, enwiemtal groups, universities, banks,
Chambers of Commerce, religious institutions andJs{5

« The direct beneficiaries of LED programs tend toiristitutions and organizations, whereas
CDD more often works directly with the poor in stmakal communities; and

« CDD focuses on programs that benefit the commuagya whole whereas many LED
interventions aim at supporting economic actorslugiog individual entrepreneurs,
businesses, associations and cooperatives.

These differences have enriched this study’s attetmpsuggest basic principles for application of
demand-driven methods for livelihood support bylding the researchers to compare and contrast World
Bank and ILO experience.

Demand-Driven Approaches to Livelihood Support: Why?

The international development community has beereasingly applying demand-driven approaches to
development issues. At present, there is limitedd fdata regarding how well these approaches work.
Much of our knowledge of what demand-driven appheacdo comes from observation or theory alone.
Indeed, we are still very much in the “learning gd#iaregarding the benefits, applications and oftima
methodologies for demand-driven approaches. Hasaig that, the ILO and World Bank’s experience
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employing demand-driven approaches in conflict ertst suggests possible advantages to such
approaches in programs of livelihood support, idtlg the following:

Facilitating flow of knowledge and information: Community-led approaches attempt to compensate for
lack of information about labor supplies and demaankilable skills and business opportunities by

tapping into communal knowledge of local circumstsand needs and by using communities to identify
local capacities, opportunities for growth and homrasources. This, in turn, may enable better
assessments of strengths, weaknesses, opportunitiésthreats and more efficient and effective

interventions for livelihood support.

Partnering previous enemies and building networksCommunity-ledapproaches put heavy emphasis
on social capital and trust building, both essémtiahe rebuilding of business networks. By depétg
needed local networks and facilitating valuableoinfation exchange about local businesses, products
and markets of collaboration on joint ventures,nernic transactions can be made more efficient.s Thi
can help reduce transaction costs of contractserate an environment in which there is a greatgree

of economic cooperation and less need for costigreal regulation of business dealings. In addijtio
community cooperation towards common economic donshe greater good can be used as a platform
for reconciliation and an incentive to rebuild tedaships that have been destroyed by war.

Combating social exclusion:Community processes aspire to counteract socidugira and empower
vulnerable groups such as refugees, former comtsatdre internally displaced, women and the poor.
Integrating these groups into community-driven psses may facilitate their economic integration.

Facilitating decentralized flexibility: Bottom-up, demand-driven approaches facilitate tdilering of
interventions more directly to local livelihood qugt needs. This is particularly important givédre t
high levels of uncertainty and rapidly shifting atimstances characteristic of conflict-affected
environments and the need to address a rangeetihtdod types specific to a community or district.

Counteracting weak institutions and connecting citzens and state: Approaches that empower
communities and build their capacities may provadeshort-term alternative to weak governmental
institutions. Where government is unable to prevégrvices needed for private sector regeneratidn a
livelihood support, communities may supply thenthie short term. This may include local savings or
credit schemes, business support services, mamtenaf public infrastructure necessary for private
sector business activities (such as erosion conirobngoing maintenance of access roads, bridges o
irrigation channels), investment promotion, etmcliiding government representatives in community
processes may also enhance trust and cooperatidndewelop governmental responsiveness and
accountability. When used in tandem with otherataactivities to build local governmental capagitie
these processes may help strengthen governmerstituiions for livelihood support (Ministries of
Agriculture, Trade or Labor, employment officesygmment training programs etc.) in the medium to
long-term.

Empowering communities with regard to donors and geernments: Community empowerment may
provide a counterweight for more supply-driven egeecy aid activities, helping communities maintain
their voice in the face of an influx of donor orgaations and INGOs and ensuring that their progrioms
livelihood support are more responsive to localdseand thus more sustainable. Similarly, demand-
driven methods can be used to increase communitigé? at all levels of government.

Enhancing the purchasing power capacity of local m&ets: The involvement of local suppliers and
contractors in reconstruction projects, throughotahtensive techniques, cash for work and use of
locally-produced materials injects fresh cash resesi into local economies, expanding community
capacity for self-supply of basic needs while emiragnbusiness opportunities for local producers.
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Potential Challenges of Employing Participatory, Community-Led Approaches in a Post-War
Setting

While demand-driven approaches may have many hsrfeii livelihood support in conflict-affected
areas, the implementation of such approaches atadsecertain challenges.

Tension between need for quick results and for susihable process: While a more holistic,
community-based approach to livelihood support rhaymore sustainable and thus preferable in the
long-term, such processes generally take far lot@eear fruit, in particular where conflict haveeely
eroded social capital and levels of trust betweemmunity members. This may present a problem in
addressing urgent post-war needs. The potentiajuadk impact projects to gain the confidence of
communities in the short run may be instrumentaldoger term sustainability of the projects.

Presence of coercive elements and competition ovegsources: There is a danger of “hijack” of
community processes by powerful individuals andugeo Individuals or groups may maintain coercion-
backed influence over community decision-making. hisTdanger is particularly present where
interventions provide direct livelihood supporttesf in the form of financial resources, to indivédiior
individual groups rather than providing resourcesservices that benefit the community as a whole.
Competition over these resources can lead to theofigorce and coercion and can heighten tensions
between parties to the conflict, which, in a warase scenario, might result in further violence

Danger of reinforcing inequalities Community processes bear the danger of reinfgroegative social
capital and/or maintaining unjust resource distidou rather than stimulating positive cooperation,
reconciliation, and fair (re)distribution of resoas. Societies that have lived through prolongetdlict

are not “organization-free”. The groups that aestkable to articulate their demands are not nadss
the ones most in need or most representative ofreonity interests. Thus, if managed poorly, demand-
driven processes may perpetuate inequality andalsegclusion and insufficiently target poor and the
vulnerable members of society.
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IV. Demand-Driven Livelihood Support in Post-War Areas: 8 Operational Principles

The potential benefits and pitfalls associated wimand-driven approaches suggest that there dstoee
carefully design such approaches, to ensure tlegtdhe applied in the most beneficial way possil#e.
better understanding of demand-driven tools inglmmtexts should ideally improve our ability tqpbp
them. By identifying operational principles, tisigidy aims to build on lessons learned in thetjpmof
CDD and LED, to maximize the positive aspects ahsapproaches and to minimize the negative ones.

In the course of this study, the researchers amdlyizED and CDD experience in post-conflict
environments, comparing and contrasting lessongaidda The commonalities and differences between
LED and CDD experience, practices and policieseggerd a long list of initial ideas. From this list
principles relevant to all three key characterssti€ the study (context: post-war; aim: livelihosgpport;
approach: demand-driven) were identified. Thesacles were further developed with the inclusain
recommendations on how field applications. Manyhefse principles are more broadly applicable than
just in circumstances sharing all three of the kbgracteristics identified. For example, somehef t
principles are true for all demand-driven approacl@thers are applicable to livelihood support ém-n
conflict-affected contexts as well as post-war ondswever, all the principles were identified asvimg
particular relevance and importance where thesetbinaracteristics are simultaneously present.

1. Capitalize on what exists. Start by mapping lodaesources and opportunities

A comprehensive mapping exercise of the livelihgoalssets, and resources for income generation,
undertaken by the community group, should be threerstone for all future work. Such a mapping
exercise should include:

» The current (or pre-war) livelihoods of all commiyninembers, including specific types of
businesses, farming, artisan, etc. Detail the tygfemputs necessary to restart or support
activities such as products, materials, seeds,Tetede opportunities and markets for local
production—both existing and potential;

» Locally available physical resources, includingunak resources, products, and other assets;
» Locally available human resources, including phgisimtellectual, creative and other skills;

« Challenges to be overcome and resource needs. d\mthrers, these needs may include
transport and communications infrastructure, crededs, business associations and other
institutions, deficiencies in the regulatory sturetetc.; and

« Community dynamics, conflictual relationships, ogipoities to bridge divides and potential
areas of sensitivity.

This mapping exercise serves as foundation for:e(djy points for livelihoods program design; (b)
community “ownership” of its livelihood needs ingatiations with donors and government on support
programs; (c) clarification of who is benefiting danvho is left out of livelihoods initiatives; (d)
identification of marginalized or vulnerable grougrsd possible support mechanisms; and (e) negwtiati
with the private sector on opportunities using loeaources and skills.
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In order to ensure balanced and accur
results, care must be taken to inclug
representatives of a wide range of form
and informal groups, particularly
marginalized ones. Furthermore, th
mapping exercise should not be viewed
a one-time activity, but rather should 4
revisited by the community periodically tg
monitor shifts in community membershi

;;len Eritrea UNHCR and ILO undertook rapid needs sssent:
alin 18 villages with a large number of returnees in the (

Barka region. The quick survey aimed at identifygtgength:

and weaknesses of local economic sectors. The sassai
€took into consideration development of businessesbbth
@%eturnees and the host pogiibn. On the basis of the
€demand driverassessments, UNHCR had a clear pictur
b which economic activities had higher potential frccess

b This was a starting point for supporting those lldcesinesses.

and livelihoods as well as changin
opportunities and contextual conditions. In pafic, changing power relationships and benefit
distribution between community members should beitoced throughout the entire period of activity, i
order to ensure that resources are being as thstsibuted as possible and that tensions, whendhise,
are quickly responded to.

Once the mapping exercise is completed, it shoaldded to plan for community activities that cdjziéa
on local skills, practices and resources. This mall only facilitate more effective livelihood sugp but
will mitigate the danger that donor-funded actastiwill distort markets and supplant more sustdaab
indigenous efforts and local businesses.

The following are important ways in which commuHitgsed approaches can build on existing resources
for better livelihood support:

Communities should identify and support formerlyceassful entrepreneurs. These
entrepreneurs are likely to have the skills, knolgke and ideas necessary to re-launch
successful businesses. Identifying proven entrequnes and determining what impediments
exist to relaunching their businesses will not ofdgilitate targeted interventions on their
behalf but will help generate an understanding batactivities are most needed in order to
support the private sector as a whole. It mudidrae in mind, however, that the targeting of
formerly successful entrepreneurs and tradesmesorisetimes not a very inclusive nor
equitable practice. While such activities may hawsétiplier effects that will eventually help
more vulnerable and poorer members of the commuinitythe first instance they may
support predominantly stronger members. This damg® be mitigated somewhat by
making sure to include former micro-enterprise gmteneurs in such endeavors;

Interventions should prioritize skill sets, acti@# and sectors that were present pre-war over
riskier “new” initiatives;

Credit programs should be based on indigenous merha, where they exist. Care should
be taken not to introduce new forms of credit timadlermine those that already function or
have functioned in the past. On the issue of gréatial culture, norms and preferences is
particularly salient;

Under the direction of community groups, poolingnaall percentage of wages of community
members involved in public works can be used tarfae other livelihood support activities;
and
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¢ Use remittances flowing into a community to suppistlihoodsi® Promotion of the use of

remittances for business and livelihood support to@ydone through credit schemes using
remittances as collateral; individual, householdcommunity savings/investment schemes
for productive use of remittances; business plangiroups for those receiving remittances;
development of import businesses dealing in iterosnfcountries where family members
live. It is useful to advocate monetary, ratharthn-kind, transfers of remittances, as only
the former will have productive potential. Furtimere, it may be helpful to assist formal and
informal financial transfer providers both to disify transfer channels (increasing
competition and therefore pushing down transfetsjcand to improve the most commonly
used channels, as very often limitations of exgsfinancial channels hamper the flow of in-
king mailings of monetary remittances.

2. Implement a broad menu of both community-basedra individual livelihood support activities

Successful livelihood support strategies necegsaniolve activities that target individuals, alaige
those that target the community as a whole. Howgueviding support to individual entrepreneurs in
competitive business environments can exacerbawotes and lead to accusations of unjust resource
distribution. This is particularly true in sengéi post-war contexts. For this reason, many demand
driven programs have traditionally shied away filoralihood support.

This problem can be alleviated by the planning iamalementation of a broad menu of both community-
based and individual livelihood support activitieat adhere to the following recommendations:

» Make sure that activities benefiting individualsack a wide range of people involved in
different economic sectors. For example, wheratgrand/or soft loans are categorized as
war damage compensation, resources should covge laimbers of eligible claimants to
ensure equitability. Similarly, where support $eeg are offered to one sector, such as cattle
farmers, care should be taken to also provide stippandividuals in other sectors, such as
crop farmers or small businessmen. Similarly, quiogact interventions should not be
restricted to public reconstruction works, whicle aeither suitable nor sufficient to provide
for all employment seekers. Other intervention®lli to have both quick impact and
sustainable effects include micro-credit and supfmthe agriculture sector. The mapping
exercise suggested in Principle 1 is fundamentdigapplication of this recommendation;

e Obtain community endorsement for activities thatppsrt individuals.  Maximize
transparency of decision making. Not only should cammunity group members be
informed of decisions taken, but the criteria byichhsuch decisions have been made should
be elucidated and the decision rules should ber cdgml unanimously agreed upon.
Community groups should also formulate detailedilgillity requirements for benefits that
target individuals. For example, where seedsstaml livestock are distributed, communities
should agree upon distribution criteria, and shdaddesponsible for distribution. Similarly,
operations manuals should contain the specific agglr criteria by which proposals for
funding or credit will be judged. Appraisal crigershould include social, institutional,
economic, technical, financial and environmentahdards;

%1n some conflict-affected economies, remittanaeseatremely high. Consequently, migration-defiasdhe
share of a country's population living abroad-hatr@ng, statistical impact in reducing poverty. &erage, a 10
percent increase in the share of international amitgrin a country's population will lead to a 1e8gent decline in
the share of people living in poverty ($1.00 a pera day), and a 10 percent increase in the stfigméernational
remittances in a country's GDP will lead to a le6cpnt decline in the share of people living ingroy. (Adams
and Page, 2003:2)
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» Undertake livelihood support activities that targetnmunities or groups alongside those that
target specific individuals. Labor intensive puobliworks, labor intermediation
services/employment bureaus and community ingtituticapacity building (such as
association building, marketing advice) are all gy@xamples of such activities. Take care
that these interventions serve a broad range ofraarity groups; and

« Make sure that implementation and capacity-buildiolgthese programs take into account
core labor standards (elimination of forced and poisory labor, discrimination and child
labor, adequate remuneration) and decent workinglitons (working hours, health and
safety conditions, social security).

Consider integrating social protection of the magherable (and in particular, those who cannotkwadr

a given time) within sustainable economic recovacivities. Use temporary employment schemes as
both a measure of social protection (by adequatgetimg) and a resource for sustainable economic
recovery (allowing beneficiaries to save and invast to strengthening local purchasing power).

3. Emphasize economic areas essential to postwacozery

Economic sectors should be targeted that are ésisemipostwar recovery, have multiplier effectatth
may affect the economy as a whole and are likebtttact donor and governmental funds.

For these reasons, agriculture/ fishing and coattn, as well as the support industries, servined
trade networks related to these two sectors, anerglly the most opportune for post-war economic
recovery. In rural areas, agriculture, fishing aathted food processing and marketing activitittero
capitalize on pre-war skills, and can help enhdnod security and mitigate “shocks” once food teiée
discontinued. Reconstructing war damaged or dikeid infrastructure is also of high priority irder to

lay the groundwork for potential economic growthdabften has the benefit of availability of donaida
government funds. These sectors bear the addedtageaof generally being suitable for low-skilled
labor and on-the-job training activities.

In addition to these two sectors, there is a tkiedtor, that, while inherently short term, can jmev
significant opportunities for livelihood suppottiat of support services to the aid community. Beistor
will be looked at in greater detail below in Priplei 4.

Community groups can be used to identify locallskahd opportunities in all these sectors, to ident
training and other support needs and to managevérigons.

Among activities that can be useful for livelihosupport in these areas:
a) Agriculture and related sectors:

e Distribute seeds for traditional local staple gsaamd vegetables (rice, corn, wheat, cassava,
potatoes, tomatoes, lettuce, peppers, chilies, agghbokra, squash, etc.). Seed varieties
should be distributed that can generate seed stfmk$uture planting and/or for sale.
Farmers can be asked to “pay back” at harvest ti@euantity of seeds received so that they
may be distributed to other community farmers;

» Complement seed distribution with distribution @fsticides, fertilizers and tools (preferably
locally produced and labor-intensive rather thamt®logy-dependent);
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Restock livestock through credit schemes (thatridisle pregnant animals, with offspring
transferred to new beneficiaries). Bear in mindt thigestock distribution programs
necessitate costly support services, such as matgrservices and medication;

Revitalize the fishing sector through micro-creahtd other support schemes. Repair of boats,
docking decks, nets, fish ponds, local fish procgssnstallations and storage facilities
generate temporary employment. Processing aeiviirovide longer-term employment, are
labor intensive and low technology and frequentigply women. As in the case of
agriculture support activities, adequate technasdistance is strongly advised as well as
sanitary and worker safety supervision;

Engage communities in basic public works necessargroductive agricultural activity: land
clearance, drainage and irrigation works, the déistabent or construction of drying, storing
and processing (milling, bagging, packaging, facjlities. These works are simple, labor
intensive and can often be financed by war damaggensation grants;

Promote agriculture and/or fishing cooperative®nable farmers/fishermen to pool scarce
economic resources and develop of market-oriendpddaities. Capacity-building exercises
can help local farmers organize and benefit froopeoative structures; and

Provide complementary extension and advisory sesviclThese include: technical assistance,
supervision, management and marketing advisoryice=nand cooperative building support.
Training of local trainers, extension workers owiadrs and establishment of locally-run
agri-business support centers will enhance sersittainability. Build on and strengthen
existing local service providers, where availalther than supplanting them with “new”
institutions or outside help.

Once the local agricultural sector has begun toilsta and grow, promote other support sectors taat
facilitate transition from subsistence to markeeoted agriculture and, where possible, from local-
market to export-oriented agriculture. Among piévebusinesses or community activities whose
promotion may aid in this endeavor: small supplppsh (tools, seeds, fertilizer, general supplies),
marketplaces, food processing centers, packagioijtitss, tanneries, slaughterhouses, transportatio
networks, etc.

b) Construction and related support sectors:

Base reconstruction on local labor, materials ahéroresources rather than on large foreign
or national contractors and suppliers. Lobby gorents and donors to design construction,
transport and trade tenders in “small chunks” slétao low-technology methods, to ensure
competitiveness of local contractors and suppliers;

Maximize employment-intensity of reconstruction k&r The long-term benefits to the
community are such that the principles of employrietensity and the use of local human
and material resources should be adhered to, dvproject completion is slowed as a
consequence. This will not only create local johg ban underpin broader economic
recovery by injecting needed funds into the lo@rmmy and developing local capacities
and supply chains. Employment-intensive public kgso(EIPWSs) afford potentially large

numbers of workers, and in particular, youth angembatants, the opportunity to gain work
experience and develop useful skills that can ectdmeir employment potential in the long
term while providing service to the community ahdg aiding in their reintegration. EIPWs
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are also compatible with on-the-job training, whidbr illiterate or unschooled labor is
generally a more effective form of capacity builglithan training in a classroom setting.
These schemes will also allow beneficiaries to et of their wages for start-up capital to
(re)engage in Income Generating Activites (IGAspnd (re)start micro and small
enterprises, therefore contributing to sustainablanomic recovery;

« Develop local construction contractors and supplieat can compete for reconstruction and
rehabilitation tenders, where appropriate contract@lo not exist. Construction
“entrepreneurs” almost always spontaneously emarggommunities in response to local
demand for small reconstruction works. These pnéreeurs can be supported and their
businesses expanded to handle more formal confi@ckscal construction. Development of
local contractors able to perform public works iefprable to mobilization of community-
members for construction works on an ad-hoc basighis builds the capacity of the local
private sector. Experience indicates that injecpimjects and reconstruction funds into post-
war environments generates adequate local capgagigyatively short time;

» Develop and/or support local contractors’ assomiegtin order to maximize their bargaining
and bidding power on available contracts;

* Provide on-the-job training, technical assistaned supervision on public and community
works involving local labor and contractors; and

» Promote and support essential construction-relstibdsectors, such as building material and
equipment suppliers, quarries, brick manufacturamgd stone cutting, wood and steel
workshops, small transport companies, repair washetc. Most of these activities, with
the general exception of highly mechanized ones,sanall scale and labor-intensive. In
addition, adequate trade and transport infrastraciwe essential and should be reflected in
the national and local development plans.

4. Build on short-term “aid economy” work opportunities for future employment growth

Alongside the farming and construction sectordyial tarea of economic activity that is of tremensiou
importance in the immediate aftermath of war ist thfaservicing the donor community. The large
influxes of humanitarian assistance and developmaiehthat often characterize post-war contexts igev
significant opportunities for livelihood supportiowever, these opportunities will be squandered, an
any economic gains from donor activity will be dhlored, if they are not designed to lay the groandk

for long-term economic growth and recovery.

Principle 3 recommended measures to ensure thairdardgets for infrastructure reconstruction and
rehabilitation help develop local construction istty capacities and revitalize the agro-sector.e Th
following is a list of further measures which buitth donor-funded quick impact and reconstruction
projects for long-term growth or which take advaeteof money injected into the economy by the
presence of aid workers and organizations:

» Support IGAs serving the “aid community” like wacelsing, transport services, distribution
services, surveying and outreach services, medindl sanitary services, translation and

' Income generating activities are usually refetredithout clear-cut distincition between micro adall
business activities. In the stricter sense, incgereeration may be said to require less (or nojifassets, less
reinvestments, less management and other skilisrttiero and small business activities, and to beenassociated
with the household economy.
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computer services, training services, etc. Theseuldh be designed by donors to
progressively be sub-contracted and decentraliadlddal “entrepreneurs/NGOs” in order:
(a) to create local employment and entrepreneopgbrtunities; and (b) to offset negative
economic consequences of the eventual withdrawalregiuction of foreign aid, by

establishing local institutional capacities andaweks;

« Ensure that local stakeholders are deeply invoimethe planning and implementation of
reconstruction and rehabilitation projects. A comneror in donor-funded public works
projects are interventions that are not suitablet¢al conditions, culture or technology and
are thus inefficient or unsustainable. Often, cdtasion with local communities can prevent
such errors. Involving groups with broad communigpresentation in labor policies and
hiring processes will also enhance equitabilitthsing. Community-led processes are also
fundamental to building local capacities for thegoimg maintenance of these projects and
securing local commitment to their long-term sushility; and

» For livelihood support, target donor reconstructativities where they are likely to have the
greatest effect on the local private-sector agtiviConsulting community groups will help
donor interventions identify infrastructure needi$ogal entrepreneurand farmers (drainage
and irrigation, agricultural access roads, storafgilities, marketplaces, basic
communications infrastructure, etc.) as well asdedesupport services (credit facilities,
business advisory services, marketing boards, eBugh targeted interventions will, in turn,
help stimulate the revitalization of the privatetse in the medium- and long-term. The most
needed projects are often not the most expensivdifficult. For example, often local
entrepreneurs’ greatest need may be reconstruatiamrmarketplace where they can sell their
goods or a simple workshop spac&mmunities may be able to respond to these ngitds
minimal investments of time and money.

5. Prioritize credit provision from the outset

Credit is essential to private-sector promotigt : ——
and regeneration of micro- and small-busings§NOPS and ILO in partnership with NGOs aral
activity. It is particularly important in the Banks established in 1996 a Guarantee Fund equb

. . N .1 to USD 250,000, to help revive eastern Slavonize
immediate post-war period in order o C"’m'ta“‘!efund guarantees the net%ebt that the partner fveailes

to the _fuIIest extent possible on _rgconstrgcti P favour of beneficiary SMEs, while the Bank agrée
and aid-sector related opportunities. Withoutyromote credit operations fon@mount superior to tt
adequate credit, it will be impossible to developind itself.

construction companies to compete for local
tenders, or restaurants, laundries, translatiomiceess and other small businesses to serve shont-ter
influxes of foreign aid organizations and theirfistaFurthermore, without adequate provision addit,
community members who are unable to find formal legnmpent but could succeed as entrepreneurs may
have difficulty starting their own micro-enterprsse In initial post-war phases, however, banking
structures may be inadequate and collateral irgefft to enable normal credit activities. In seelses,

the following interventions are recommended:

* Provide grants to compensate for initial lack oédit supply, and to assist the most
vulnerable undertake income generating activi@early define grants as “reconstruction
grants”, to help mitigate charges of unfair disitibn. Base funding decisions on the
guestion of restoring what was previously thereem@unity groups can be instrumental in
determining what business infrastructure and chpiteds existed pre-war and deciding
which projects and individuals should be eligilide feconstruction grants. Decisions on who
is eligible for grants taken by the community aghmle, on the basis of criteria decided upon
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by community consensus, will also be less vulnerablallegations of unfairness. The time
frame for transition to business loans should bderdear to communities from the outset.
Furthermore, efforts should be made to ensurepblities regarding grant or loan provision
are fairly uniform across economic sectors and gg@ygc locales, in order to avoid inter-
and intra- community tensions. Coordination betwgmups from different communities, as
recommended in Principle 7, can be useful in thigard

« Channel remittance flows to local investm&nand

« Use guarantee funds, deposited in local banksyu&oagitee loans to entrepreneurs that might
otherwise be deemed too risky. Community groupsulshelucidate specific eligibility
requirements and pre-screen loan applicants.

6. Start with small scale livelihood activities, pogressively expand scope as resources and
institutional capacities increase

Starting small is an important strategy for dealvith post-war instability, physical and skilled rhan
resource scarcity and eroded social cap8atall-scale, demand-driven investments enhancébiligy,
avoid exaggerated expectations, reduce the priciilofre and enable communities to “experiment”,
building on and expanding proven successes. Ssunalé investments also allow for actions scaled to
resource availability, gradual communiyd individual capacity building and more efficienffective
and responsive management of funds. Small-scajeqts also enable distribution of resources amongs
a larger number of groups, thus avoiding potentiadrges of favoritism in contentious post-war
environments?

As part of a successful “smallness” strategy:

e Community groups should design and implement mieltgonaller, short-term projects, rather
than investing in a small number of larger projed&pand activities as capacities grow and
resources become available;

* Adopt a “pilot project” approach to programming.orFexample, if there is a desire to
establish a regional network of business developmgoport providers, start with small pilot
projects based on pre-existing business developmentiders to enable the testing and
refining of interventions before attempting to apghem on a broader scale. While this is
good practice for development interventions in gahen volatile and uncertain post-war
environments, such a strategy is of particular irngwe; and

* Use simplified rules of management, transparenog,rasponsibility that can more easily be
absorbed by overburdened, inexperienced and res@aa communities;

Promote the development of small-scale entrepren@antractors, suppliers, transport companiesl loc
quarries, traders, markets, etc.) in multiple lmoet in a region. This will often more directly cadss
local needs than would the financing of larger esaalits in the regional capital. Locally based, lna

12 See Principle 1 for further details.

13 Managing a large number of small projects is nuomaplicated and demands more, and more skilledagers
than managing a few large projects, especiallyinflict contexts with weak institutional capacifyne World Bank
has dealt with this issue by developing simplifirdnagement tools for use in these contexts, suopexstions
manuals for community use based on project-cyabésm-making processes and modified management
information systems for measuring output and agsg#mpacts.
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scale units can respond flexibly to market oppaties joining forces for larger projects or undding
smaller works individually. They are also moreelik to be compatible with the labor-intensive and
lower-technology projects preferable for local likeod support.

7. Link the local economy with other district ecoomies and with national economic recovery
strategies

Demand-driven  approaches can |
instrumental in  revitalizing eroded
business networks, enhancing “bonding

JUThe LEDA in the Morazan Province of El Salvadornigd
»together representatives of the different stakedrsldat the
social capital within groups  and local _Ie_vel, m_cludlng: Ioc_al governme_nts, NGOs

. i 4w . . associations, private enterprisesl aooperatives. The LED
developing b”dg'”g social  capital is also composed of representatives of regionaiaaities,
between community groups. — Howevell,key national ministries (Agriculture, Planning, éribr), as
for community approaches to be aswell as international donors, therefore ensurirtggration of
effective as possible in supporting local economic recovery plans within the wichational an
livelihoods, efforts must be made not onlyaid-related environment.
to build up needed networks withim
communities but also between communities, and ketwhe community and the local, regional and
national government. By developing links betweba micro-economies of a region’s communities,
useful knowledge can be obtained on regional camdii opportunities and threats and economic
synergies can be capitalized on. Wheat farmersnim community may benefit from a grain mill in
another. Construction work in one community caa oterials supplied by a second community in the
region and skilled labor from a third. Coordingtiaction between communities can also increase thei
“voice” vis-a-vis donors and government, enable eligwgment of coordinated livelihood support and
economic recovery strategies and facilitate theelbgpment of regional, national and even foreign
markets for local goods.

No less important than the “horizontal” links beemecommunities are the “vertical” links between the
communities and the regional and national governmeRor successful economic rehabilitation, a
conducive policy environment is critical, includirglequate legislation and regulation of the finahci
and credit sector; supportive business, tendenmbexport promotion policies; sound taxation regime
and judicious investment of public funds. Ofteational governments are not sufficiently awareocfl
needs and circumstances, leading to ill-advisettipslthat may undermine local economies. Increpsi
community voice in the public sphere will help govaents design policies that better respond to the
community’s economic needs.

How to?

« Establish participatory monitoring and evaluatioragices involving sharing of lessons
learned with other communities. Document lesseasred, seek commonalities with other
communities and then use findings as the basisefgularly-scheduled meetings involving
several local communities as well as district aaglanal authorities;

» Keep local government representatives fully infodnoé community decisions and activities.
Maximize inclusion of government representativescaimmunity meetings. Transparency
and clarity of responsibilities can be strengthenlecbugh written MOUs or contracts
between the CBO, government and livelihood insting. Publication and communication to
local authorities (as well as to the other locaksholders in the field) of development plans
and projects and their progress will also increasst and commitment. This will also
mitigate public-private tensions, sensitize govegntrofficials to community needs, and help
establish an enabling policy environment for likietbd support; and
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* Support dialogue between community groups and gowental policy-makers at the district
and national level. Generally, this involves depahig a “lobby” involving representatives of
the communities in a given region, or even of aipalar economic sector in that region.
Such lobby groups should be representative of #rege of interest groups within the
community. Where policy-makers are not initiallpem to dialogue with communities,
establishing a good working relationship with loeaithorities may help pave the way to
greater governmental cooperation at higher levefs.addition, international organizations
may help encourage such contacts. At times, tlesepce of representatives of donor
organizations in these meetings may strengthemdioe of community groups;

Lobbying capacity of local stakeholders can be enbd through association-building workshops
targeting trade or business associations, labamnsnicooperative associations, networks of chamiifers
commerce or others.

8. Catalyze information exchange on livelihoods gortunities

Facilitating access to knowledge is both one of test fundamental benefits of community-based
approaches to livelihood support and one of thetnmggortant determinants of their success. Ihlyig
volatile and uncertain post-war environments, comitgtbased approaches have the significant
advantage of placing decisions in the hands ofethegh the greatest knowledge of local history,
sensitivities, opportunities, capacities and needsimunity members.

In tense conflict environments . .
The LEDA of Western Slavonia is today acting asoaestop

maximal knowledge flows are also . . . ; o .
essential to the viabilty of shop” for information on investment opportunitiestihe region. |
" irovides information on the labor market, skillsfrastructure, an

cpmmunity—based_approach_es. Whe ossible linkages of the local boess to potential foreign
high levels of distrust exist, oper, national investors
]

transparent processes in which af
participants are fully informed can mitigate distrand facilitate cooperation. Furthermore, therop
exchange of job-related information between comtyuniembers can bring out useful intra-group
synergies, facilitating cooperation for mutual emarnc benefit between groups that would not normally
be inclined to work together.

Community groups can be used:

e As clearing houses for information regarding demdamd labor, available labor supply,
existing training opportunities and needed capduiyding until formal institutions, such as
employment offices, can be developed;

* As conduits for information on the security sitoatiand on local donor activities—both of
which may have significant impact on business ommities and risks; and

« As fora for free exchange of information, knowledged ideas’ Regularly scheduled
meetingsmay provide useful space for open discussions opl@®ment and business
opportunities, impediments to economic activity guussible indigenous solutions to these
challenges, urgent needs and potential solutions;

% |n order not to lose community trust, informatiimaring and dissemination should be followed qyigkith solid
support.
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As initiators of broader information campaigns tim the trust and enlist the support of the commuagt

a whole. Amongst possible tools for informatiossgimination: organizing meetings with communities
to discuss needs, opportunities and livelihood etipgervices, radio and TV announcements, promotion
and mobilization campaigns, pamphlet distribution,posting information in public spaces (such as
community halls, post offices or marketplaces).
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Annex 1: LED in Post-War Environments

The ILO’s Local Economic Development approach ubestom-up, participatory methods in local
communities to support micro, small and medium rpmiges, enhance employability, implement social
finance schemes and promote investment.

The LED process in post-war situations starts witpreliminary assessment exercise, including rapid
analysis of the local political, social and econoiwntext, identification of the economic catchmara,

a survey of ongoing recovery and reconstructiotiaitives and the identification of potential parsand
their institutional capacity both at a local andiomal-level

Based on the findings of the preliminary assessyibatlLO will facilitate organization of an inclve
forum of local interest groups at the community /andnid level, with the objective of jointly plamg

and implementing activities both in response to ediate needs and as part of a long-term local
economic recovery strategy. Depending on the iegistoordination structures at the community and
mid-level, ILO will either work with stakeholders strengthen and expand existing fora, or creat® of
new LED Forum composed of all local economic indemgroups. Among the participants in the LED
Forum: labor organizations, local firms, farmerssaarsations, credit groups and other financial
institutions, local trade unions, local governmeamtterprise associations, cooperatives, women'sp;0
environmental groups, religious institutions, umsrges, banks, chambers of commerce, religious
institutions and NGOs. In addition, efforts ared®mdo include informal or less-organized community
groups with relevant social and economic interestaeeds. These may include IDPs, refugees, youth,
micro-entrepreneurs, ex-combatants etc.

Where possible, the ILO promotes the participattbhocal or district governments in the LED Forum.
However, where the government lacks legitimacy, Bweum is sometimes detached from existing
governmental structures and linked with other oizgtions—such as the local chamber of commerce, or
is created as an independent Local Economic Dexretap Agency (LEDA).

Decisions on LED activities are made by the Forueminers themselves. The ILO generally suggests to
forum members the implementation of quick busirmgsortunity and labor market assessments. These
assessments are often commissioned or carriecharddperation with forum members and other local
partners such as government officials, worker amgpleyee associations, business development
providers, universities and NGOs. On the basthede assessments, the Forum will decide uponge ran
of integrated local economic recovery measureseaniplemented, as well as identifying financial
resources for these measures.

LED interventions in post-war situations vary ghgatepending on local needs and conditions. Most
LED activity is founded on the assumption that aumstble livelihood support can only come from the
stimulation of business activity and, consequerdfyprivate sector demand for labor. However, LED
also recognizes the need for quick-impact intelieastin the aftermath of conflict. To this end,tire
immediate aftermath of war, LED will often firstulach quick-impact projects with short project cgcle
while placing increasing focus over time on morstaimable projects with longer project cycles. As
capacities and local resources are identified awkldped, increasing emphasis is being placed en co
investment by local actors.

Capacity-building, both organizational and indivadlustands at the centre of the LED approach. LED
initiatives in post-war situations aim principaldt relatively simple interventions for the purpase
strengthening the capacity of local stakeholdeatoy out the following interventions:
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» Data collection on employment opportunities, erigtiabor and training needs;

« Provision of job placement services;

» Needs identification for micro- and small-scaleeeptises and provision of financial and non-
financial services such as micro- and other crexdtit] follow-up support services, management
training, marketing, etc;

» Promotion of cooperatives and other self-help ogions;

« Development of organizational mechanisms to repiteee community in business/economic
issues and act as a lobby for local needs at thienal and national levels;

* Investment promotion; and

e Short-term training in the skill areas that are meseded for labor absorption. This often
includes training in jobs related to infrastructuedabilitation (construction, repair etc.), small-
scale enterprises and self-employment.

In the immediate aftermath of war, LEDA-coordinatedtivities often place heavy emphasis on
infrastructure rehabilitation, as a means of imprgwonditions for local businesses, attractingsiolg
investment, stimulating job-creation and demandldoal materials and injecting capital into thedbc
economy. Amongst infrastructure-rehabilitationeoted activities undertaken in the framework of LED

» Consultation with local economic actors on needs@mthe likely impact of works to be carried
out, with aim of prioritizing works that restorenkis with markets and enabling producers to
resume/increase production;

e Skills training, including on-the-job;

¢ Promotion of use of locally available materials aughplies and labor-intensive, low-technology
construction methods; and

e Support to local enterprises working in the coretton sub-sector and related activities.

In addition to these activities, LED fora providarficipants with the opportunity to:

« Jointly analyze problems and identify common sgigt® initiatives and actions;

» Express support for and commitment to prioritied aaotions;

¢ Facilitate dialogue and trust-building between statders with different views;

« Create social and economic networks between prigate public sectors and the generation of
new business ties and initiatives; and

¢ Perform as an incubator for new ideas and innogatimdertakings through the exchange of
knowledge and information.

Enhance transparency and democratic decision-malangs of local government through private-public
participation.
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Annex 2: CDD in Post-War Environments

The CDD approach gives accountable, inclusive conityigroups communities control over decisions
on external funding and local resource allocatiéunding for CDD programs may be single-sector or
multi-sector in nature. Within the context of thmpeoach, community groups are called upon to maaage
large number of small-scale investments, rangiranfr$1,000 to $250,000 disbursed in tranches.
Commonly, small grants are disbursed initially,hMiirger amounts being disbursed as capacity grows.
Generally, communities are expected to contriboifgrdjects, through funding, labor or materials.

CDD is viewed as a way to achieve a broad and cengmsive development agenda, including the
support of local community-based development afaistfucture services, economic activity and resmurc
management, empowerment of the poor and enhancerhémir economic security. CDD also aims at
strengthening relationships between communitieslacal government, NGOs and central government
through partnerships. Where possible, the loogegnment will be responsible for overall plannamy
coordination of projects. Government officials nagsist communities in developing project proposals
or function as technical advisers. In many ca€#3D programs are coordinated from an autonomous
unit'® within a government department.

The CDD approach to community participation is eeed on the “community-based organization”
(CBO) - the actor to which control of decisions amdources is normally awarded. CBOs should be
representative of their community and work in parship with demand-responsive support organizations
and service providers, including elected local gomeents, the private sector, NGOs and central
government agencies. They may be bodies organizgdn the context of CDD or pre-existing
community organizations. Where CBOs are pre-aéxdstthe CDD approach works towards adequate
representation of vulnerable or marginalized grogosh as women, the poorest of the poor, or other
socially excluded groups.

CDD programs generally have two kinds of outpuge#s: a) to meet basic community needs; b) to
promote social change through “on the job” insiiél capacity building of viable and representiv
community organizations. Support to CDD usuallyludes:

« Capacity-building and financing of accountable arafusive community groups and community-
based organizations (CBOs);

» Facilitating community access to information thrbug variety of media, with an increasing
emphasis on information technology;

* Forging functional links between CBOs and governtaleor other formal institutions and
making these institutions more demand-driven thhowagppropriate policy and institutional

!5 The authors of this paper consider CDD initiatit@be programs rather than projects, based dnrthatiple
objectives (provision of funding and technical atsice to achieve multiple outputs and impactsastfucture,
services and not least institutional capacity bod)l usually implemented in a multisectoral apptoand for some
over-arching aim like poverty alleviation, strucliadjestment, post-war recovery and developmdre.fact that
they are implemented by the World Bank and its gowveent recipients under the legal format of a e
irrelevant to this characterization.

18 This autonomous unit can provide substantial mement advice to community groups. Such unitsiaedul in
helping communities manage the multiple small ulisbments that characterize CDD sub-projects. diitiad, the
World Bank has invested greatly in the developnoémommunity-led management tools such as opemation
manuals based on project-cycle decision-makingge®es for community use and modified management
information systems for measuring output and agsgaspacts.
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reform, including decentralization, legal and regoty reform and the development of
responsive community and sectoral institutions.

To accomplish these goals, most CDD programs repagple to work as social mobilizers and change
agents in their target communities. Their rolegdsfacilitate the formation of CBOs, assist them in
undertaking needs assessments, and provide thdmtheitnecessary skills and attitudes to manage and
sustain the development process. Facilitatorslweebin CDD projects include people locally empldye
and trained, such as local government officials @D staff.

The World Bank is increasingly applying CApproaches in conflict-affected countries. By e2M@5,
it had 86 active CDD projects in areas impactedabyed conflict’. In part, this reflects the Bank’s
growing role in supporting countries’ transitiorrn conflict to developmer. It also is a function of
CDD's increase in its portion of total lending frawo to 10 percent between 1989 and 2003.

" From matrix of Bank projects in conflict-affecteduntries. Listed projects meet two criteria: 1)tlo@ CDD
Anchor list of Bank CDD projects, and 2) on the t(Roanflict Fund’s list of conflict-affected courgs.

18 See Bank’s Operational Policy on Development Coatfin and Conflict, OP2.30, for Bank guidelines on
operations in conflict-affected countries.
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