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THE DEPARTMENT FOR INTERNATIONAL DEVELOPMENT

The Department for International Development (DFID) is the British government department
responsible for promoting development and the reduction of poverty. The government elected in May
1997 increased its commitment to development by strengthening the department and increasing its
budget.

The policy of the government was set out in the White Paper on International Development, published
in November 1997. The central focus of the policy is a commitment to the internationally agreed
target to halve the proportion of people living in extreme poverty by 2015, together with the
associated targets including basic health care provision and universal access to primary education by
the same date.

DFID seeks to work in partnership with governments which are committed to the international targets,
and also seeks to work with business, civil society and the research community to encourage progress
which will help reduce poverty. We also work with multilateral institutions including the World Bank,
UN agencies and the European Commission. The bulk of our assistance is concentrated on the poorest
countries in Asia and sub-Saharan Africa.

We are also contributing to poverty elimination in middle income countries, and helping the transition
countries in Central and Eastern Europe to enable the widest number of people to benefit from the
process of change.

As well as its Headquarters in London and East Kilbride, DFID has offices in New Delhi, Bangkok,

Nairobi, Harare, Pretoria, Dhaka, Suva and Bridgetown. In other parts of the world, DFID works through
staff based in British Embassies and High Commissions.

DFID DFID

94 Victoria Street Abercrombie House

London Eaglesham Road

SWIE 5]L East Kilbride

UK Glasgow G75 8EA
UK

Switchboard: +44 (0)171 917 7000
Fax: +44 (0)171 917 0019

Email: enquiry@dfid.gov.uk
Website: www.dfid.gov.uk/

For enquiries related to sustainable livelihoods, and for further copies of these Guidance Sheets please
contact: livelihoods@dfid.gov.uk
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What is a livelihood?
The word “livelihood’ can be
used in many different ways.
The following definition
captures the broad notion of
livelihoods understood here:
‘Alivelihood comprises the
capabilities, assets (including
both material and social
resources) and activities
required for a means of living.
Alivelihood is sustainable
when it can cope with and
recover from stresses and
shocks and maintain or
enhance its capabilities and
assets both now and in the
future, while not undermining
the natural resource base. *

Adapted from Chambers, R. and G.
Conway (1992) Sustainable rural
livelihoods: Practical concepts for the
21% century. IDS Discussion Paper
296. Brighton: IDS.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

OVERVIEW 1.1

Sustainable livelihoods: Putting people at the centre of development

The livelihoods approach is a way of thinking about the objectives, scope and priorities for development.
A specific livelihoods framework and objectives have been developed to assist with implementation,
but the approach goes beyond these. In essence it is a way of putting people at the centre of
development, thereby increasing the effectiveness of development assistance.

This set of Guidance Sheets attempts to summarise and share emerging thinking on the sustainable
livelihoods approach. It does not offer definitive answers and guidelines. Instead, it is intended to
stimulate readers to reflect on the approach and make their own contributions to its further development.

The sustainable livelihoods framework

The framework, which is presented in schematic form below and discussed in detail in Section 2 of the
Guidance Sheets, has been developed to help understand and analyse the livelihoods of the poor. It is
also useful in assessing the effectiveness of existing efforts to reduce poverty. Like all frameworks, it
is a simplification; the full diversity and richness of livelihoods can be understood only by qualitative
and participatory analysis at a local level.

The framework does not attempt to provide an exact representation of reality. It does, however, endeavour
to provide a way of thinking about the livelihoods of poor people that will stimulate debate and
reflection, thereby improving performance in poverty reduction. In its simplest form, the framework
views people as operating in a context of vulnerability. Within this context, they have access to certain
assets or poverty reducing factors. These gain their meaning and value through the prevailing social,
institutional and organisational environment. This environment also influences the livelihood strategies
— ways of combining and using assets — that are open to people in pursuit of beneficial livelihood
outcomes that meet their own livelihood objectives.

r

Figure 1. Sustainable livelihoods framework
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The Guidance Sheets

These Guidance Sheets are intended to be a ‘living’ series. As the sustainable livelihoods approach
evolves, so the sheets will be updated. Suggestions for modifications and/or new topics for sheets are
welcomed. These should be sent to: livelihoods@dfid.gov.uk.

Specifically the sheets aim to:

= show how the livelihoods approach fits in with DFID’s overall aims;

= explain the livelihoods framework (as it is currently understood);

= explain links between this and existing/past approaches and methodologies;
= lay out suggestions for how the approach can be implemented in practice;
= pinpoint priorities (notable ‘gaps’ in understanding) for future work;

< identify relevant expertise (projects, experience and literature).

The sheets will be made available on the DFID website.

Process: Consultation and collaboration

The Guidance Sheets are one product of a lengthy and still ongoing process of consultation about
sustainable livelihoods. The consultation, which commenced in January 1998, has extended to:

= DFID personnel (both at headquarters and in regional offices)

e NGO representatives

« representatives of other bilateral and multilateral donors

e researchers

= DFID consultants.

The process of consultation and collaboration has been highly productive. These Guidance Sheets are
a genuinely joint product; they try to capture thinking from well beyond DFID itself. However, thus far,
DFID’s developing country partners — policy-makers, leaders and clients — have not been adequately
involved; their views have been sought only indirectly. These sheets can therefore be thought of as a
starting point from which DFID personnel, and others who find the sheets useful, can begin to explore
and develop further the new ideas with partner organisations.

Outputs and resources

Other outputs of the consultation process include:

= A book of edited papers presented at the 1998 DFID Natural Resources Advisers’ Conference:
Sustainable rural livelihoods: What contribution can we make? Available from Marnie Durnford
(m-durnford@dfid.gov.uk).

= The Sustainable Livelihoods ‘Virtual Resource Centre’ formed to provided support to DFID’s learning
about and implementation of the sustainable livelihoods approach. This resource centre brings
together a wide range of external expertise in support of DFID. Management is from DFID
headquarters. Contact is through: livelihoods@dfid.gov.uk

e The Sustainable Livelihoods Theme Group, an internal DFID grouping charged with enhancing
DFID’s effectiveness in promoting sustainable livelihoods. The Virtual Resource Centre will report
through the DFID management point to the Theme Group.

» The establishment of productive working relations with a number of other development partners
(including various NGOs, the UNDP, the World Bank).

These Guidance Sheets aim to stimulate reflection and learning. April 1999
Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk



Department for
International
Development

ODUCTION

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

ORIGINS AND OBJECTIVES

Livelihoods thinking dates back to the work of Robert Chambers in the mid-1980s (further developed
by Chambers, Conway and others in the early 1990s). Since that time a number of development
agencies have adopted livelihoods concepts and made efforts to begin implementation. However, for
DFID, the sustainable livelihoods approach represents a new departure in policy and practice.

Origins: The White Paper

This series of Guidance Sheets comes out of an ongoing process of dialogue about how to achieve the
goals and policy directions laid down in the UK Government’s 1997 White Paper on International
Development. The White Paper commits DFID to supporting:

() policies and actions which promote sustainable livelihoods;

(ii) better education, health and opportunities for poor people;

(iii) protection and better management of the natural and physical environment;

thereby helping to create a supportive social, physical and institutional environment for poverty elimination.

Although the sustainable livelihoods approach appears to focus on objective (i), in its interpretation it
subsumes the other objectives. It explicitly recognises the importance of physical well-being, education
and the state of the natural environment (amongst other factors) to poor people and to the achievement
of sustainable livelihoods.

Sustainable livelihoods objectives

The sustainable livelihoods approach is broad and encompassing. It can, however, be distilled to six

core objectives. DFID aims to increase the sustainability of poor people’s livelihoods through promoting:

= improved access to high-quality education, information, technologies and training and better
nutrition and health;

* amore supportive and cohesive social environment;

e more secure access to, and better management of, natural resources;

« better access to basic and facilitating infrastructure;

= more secure access to financial resources; and

= apolicy and institutional environment that supports multiple livelihood strategies and promotes
equitable access to competitive markets for all.

These objectives relate directly to the livelihoods framework; they will be explored in greater detail in
Section 2 of the Guidance Sheets. Together they define the scope of DFID’s livelihood-promoting
activities (though not all objectives will be pursued in any given situation).

What are we trying to achieve?

DFID’s aim is the elimination of poverty in poorer countries. Specifically, DFID has signed up to the
International Development Target of reducing by one-half the proportion of people living in extreme
poverty by 2015. Adopting the livelihoods approach to understanding poverty, and pursuing the
livelihoods objectives above, is expected to make a direct contribution to achieving this aim. It will
provide structure to debate and discourse and help DFID and its partners respond to poor people’s views
and their own understanding of poverty — both its income and non-income dimensions. Most important,
it will facilitate the identification of practical priorities for action that are based on the views and
interests of those concerned.

The approach recognises the multiple dimensions of poverty identified in participatory poverty
assessments (see 1.5). Its goal is to help poor people to achieve lasting improvements against the
indicators of poverty that they themselves identify, and from a baseline they define. Through taking a
wider and better informed view of the opportunities, constraints, objectives and interactions that
characterise people’s lives, it extends the ‘menu’ for DFID support to livelihood development. The
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analysis that the approach entails helps improve the targeting of that support and makes explicit the
connections between different activities undertaken by DFID and its partners. The result is a more
effective contribution to poverty elimination.

Sustainable livelihoods and poverty elimination

DFID’s Theme Group on the Reduction of Poverty and Social Exclusion provides the overarching focus  Adopting the sustainable

point for DFID’s poverty reducing activities. The Theme Group’s aim is to enhance DFID’s potential for livelihoods approach provides a
fostering pro-poor growth, undertaking poverty analyses and designing, implementing and assessing ~ way to improve the

the impact of poverty reducing interventions. It works at both a conceptual level — developing background identification, appraisal,

papers and guidance material —and providing operational support to country programmes. Italsoplays  implementation and evaluation
arole in the dissemination of publicity material on DFID’s approach to poverty reduction and it liaises ~ of development programmes so
with external networks such as the DAC Informal Poverty Reduction Network. that they better address the

The Sustainable Livelihnoods Theme Group and the Theme Group on the Reduction and Poverty and ~ Priorities of poor people, both
Social Exclusion share a commitment to develop close links, facilitated in the first instance through ~ directly and at a policy level. In
overlapping membership. The Sustainable Livelinoods Theme Group looks to the Poverty Theme Group ~ this way it represents one

for advice on general approaches to poverty reduction and specific methodologies for understanding ~ Means of pursuing DFID’s
poverty (e.g. participatory poverty assessments). At the same time it is hoped that the Poverty Theme ~ Poverty elimination aim.

Group can gain from the perspectives and approaches to implementation promoted by the Sustainable

Livelihoods Theme Group.

Sustainable livelihoods and rights-based approaches

The 1997 White Paper commits DFID to promoting human rights through policy and practice.

Rights-based approaches to development take as their foundation the need to promote and protect
human rights (those rights that have been recognised by the global community and are protected by
international legal instruments). These include economic, social and cultural as well as civil and
political rights, all of which are interdependent. Running through the rights-based approach are
concerns with empowerment and participation, and with the elimination of discrimination on any
grounds (race, language, gender, religion, etc.).

Rights-based and sustainable livelihoods approaches are complementary perspectives that seek to
achieve many of the same goals (for example, empowerment of the most vulnerable and a strengthened
capacity of the poor to achieve secure livelihoods). The primary focus of the rights perspective is on
linkages between public institutions and civil society and, particularly, on how to increase the
accountability of public institutions to all citizens. The livelihoods approach recognises the importance
of these links and of enhancing accountability, though it takes as its starting point a need to understand
the livelihoods of poor people in context. From this starting point it then tries to identify the specific
constraints which prevent the realisation of people’s rights and consequently the improvement of
their livelihoods on a sustainable basis.

Partnerships

The White Paper stresses the importance of partnerships at all levels. The debate about what this
means in practice is still ongoing. It is hoped that the dialogue around the development and
implementation of the sustainable livelihoods approach will eventually provide the basis for deeper
and more meaningful development partnerships. Indeed this is already proving to be the case for DFID's
relations with other donors. The debate has not yet extended adequately to partner organisations in
developing countries. This is now a priority: DFID can only work effectively with partners with which it
shares common objectives and approaches to development.

These Guidance Sheets aim to stimulate reflection and learning. April 1999
Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk
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The unit of analysis in
livelihoods investigation is
likely to be an identifiable
social group. It is critical not to
assume homogeneity in
populations or within
households themselves.
Relevant social divisions may
include those relating to class,
caste, age, ethnic origin,
gender; they can only be
defined and agreed through an
iterative process of
participatory enquiry at
community level.

The word ‘multiple’ is used
here because it helps
emphasise not only that
different people adopt different
livelihood strategies and pursue
different livelihood objectives,
but that the same people
simultaneously undertake a
range of different activities and
seek to achieve a range of
different goals. Some goals may
even conflict; most goals and
activities will evolve over time.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

CORE CONCEPTS

The livelihoods approach is necessarily flexible in application, but this does not mean that its core
principles should be compromised. This sheet outlines these principles and explains why they make
such an important contribution to the overall value of the approach.

People-centred

The livelihoods approach puts people at the centre of development. This focus on people is equally
important at higher levels (when thinking about the achievement of objectives such as poverty
reduction, economic reform or sustainable development) as it is at the micro or community level
(where in many cases it is already well entrenched).

At a practical level, this means that the approach:

« starts with an analysis of people’s livelihoods and how these have been changing over time;

< fully involves people and respects their views;

« focuses on the impact of different policy and institutional arrangements upon people/households
and upon the dimensions of poverty they define (rather than on resources or overall output per se);

« stresses the importance of influencing these policies and institutional arrangements so they
promote the agenda of the poor (a key step is political participation by poor people themselves);

= works to support people to achieve their own livelihood goals (though taking into account
considerations regarding sustainability, see 1.4).

Sustainable poverty reduction will be achieved only if external support (i.e. support from outside the
household) works with people in a way that is congruent with their current livelihood strategies, social
environments and ability to adapt.

People — rather than the resources they use or the governments that serve them — are the priority
concern. Adhering to this principle may well translate into providing support to resource management
or good governance (for example). But it is the underlying motivation of supporting people’s livelinoods
that should determine the shape of the support and provide the basis for evaluating its success.

Holistic

The livelihoods approach attempts to identify the most pressing constraints faced by, and promising

opportunities open to, people regardless of where (i.e. in which sector, geographical space or level,

from the local through to the international) these occur. It builds upon people’s own definitions of

these constraints and opportunities and, where feasible, it then supports people to address/realise

them. The livelihoods framework helps to ‘organise’ the various factors which constrain or provide

opportunities and to show how these relate to each other. It is not intended to be an exact model of the

way the world is, nor does it mean to suggest that stakeholders themselves necessarily adopt a

systemic approach to problem solving. Rather, it aspires to provide a way of thinking about livelihoods

that is manageable and that helps improve development effectiveness.

< Itis non-sectoral and applicable across geographical areas and social groups.

= Itrecognises multiple influences on people, and seeks to understand the relationships between
these influences and their joint impact upon livelihoods.

= Itrecognises multiple actors (from the private sector to national level ministries, from community-

based organisations to newly emerging decentralised government bodies).

It acknowledges the multiple livelihood strategies that people adopt to secure their livelihoods.

It seeks to achieve multiple livelihood outcomes, to be determined and negotiated by people

themselves.

In this way it attempts to gain a realistic understanding of what shapes people’s livelihoods and how
the various influencing factors can be adjusted so that, taken together, they produce more beneficial
livelihood outcomes.
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Dynamic

Just as people’s livelihoods and the institutions that shape them are highly dynamic, so is this approach.
It seeks to understand and learn from change so that it can support positive patterns of change and
help mitigate negative patterns. It explicitly recognises the effects on livelihoods of external shocks
and more predictable, but not necessarily less damaging, trends. Attempting to capture and build upon
such livelihood dynamism significantly increases the scope of livelihood analysis. It calls for ongoing
investigation and an effort to uncover the nature of complex, two-way cause and effect relationships
and iterative chains of events.

The true dynamism of livelihoods cannot be adequately presented in a two dimensional framework, but
it can be reflected in process and modes of analysis. This is an important area for monitoring and
learning as we move forward.

Building on strengths

An important principle of this approach is that it starts with an analysis of strengths, rather than needs.
This does not mean that it places undue focus on the better endowed members of the community.
Rather, it implies a recognition of everyone’s inherent potential, whether this derives from their strong
social networks, their access to physical resources and infrastructure, their ability to influence core
institutions or any other factor that has poverty-reducing potential. In ‘livelihoods focused’ development
efforts, a key objective will be to remove the constraints to the realisation of potential. Thus people will
be assisted to become more robust, stronger and better able to achieve their own objectives.

Macro-micro links

Development activity tends to focus at either the macro or the micro level. The livelihoods approach  The isolation of rural areas has
attempts to bridge this gap, emphasising the importance of macro level policy and institutionsto the  frequently led to an

livelihood options of communities and individuals. It also stresses the need for higher level policy  underestimation of the impact
development and planning to be informed by lessons learnt and insights gained at the local level. This  upon rural people of policies
will simultaneously give local people a stake in policy and increase overall effectiveness. Itis, though,  and events emanating from

a difficult task to achieve. Much macro policy is developed in isolation from the people it affects.  the capital city or further afield
Indeed, understanding of the effects of policies on people (what actually happens as opposed to what  at international levels. The

is assumed will happen) and people on policies (the policy making process itself) is remarkably limited.  focus of rural development has
Both these areas will need to be better understood if the full value of the livelihoods approachistobe  therefore tended to remain
realised. quite micro and local.

Sustainability

While it is common to hear and use the short-hand ‘livelihoods approach’ (i.e. omitting ‘sustainable’),
the notion of sustainability is key to this approach. It should not be ignored or marginalised. Its different
aspects are discussed in detail in the following sheet (1.4).

These Guidance Sheets aim to stimulate reflection and learning. April 1999
Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk
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Sustainable systems —
whether livelihoods,
communities or national
economies — accumulate
stocks of assets; they increase
the capital base over time.
Unsustainable systems deplete
or run down capital, spending
assets as if they were income,
and so leaving less for future
generations.

For institutional sustainability
to be achieved it is important to
have in place: well-defined
laws, participatory policy-
making processes and effective
public and private sector
organisations that create a
framework within which the
livelihoods of the poor can be
continuously improved.

An externality occurs when one
person’s behaviour
automatically has effects on
other people. This is common in
the case of use of natural
resources, for example, and has
asignificant impact upon the
sustainability of overall systems.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

THE SUSTAINABILITY OF LIVELIHOODS

What is sustainability?

Sustainability has many dimensions, all of which are important to the sustainable livelihoods approach.

Livelihoods are sustainable when they:

< areresilient in the face of external shocks and stresses;

= are not dependent upon external support (or if they are, this support itself should be economically
and institutionally sustainable);

< maintain the long-term productivity of natural resources; and

< donot undermine the livelihoods of, or compromise the livelihood options open to, others.

Another way of conceptualising the many dimensions of sustainability is to distinguish between

environmental, economic, social and institutional aspects of sustainable systems.

= Environmental sustainability is achieved when the productivity of life-supporting natural resources
is conserved or enhanced for use by future generations.

< Economic sustainability is achieved when a given level of expenditure can be maintained over
time. In the context of the livelihoods of the poor, economic sustainability is achieved if a baseline
level of economic welfare can be achieved and sustained. (The economic baseline is likely to be
situation-specific, though it can be thought of in terms of the “dollar-a-day’ of the International
Development Targets.)

< Social sustainability is achieved when social exclusion is minimised and social equity maximised.

« Institutional sustainability is achieved when prevailing structures and processes have the capacity
to continue to perform their functions over the long term.

Very few livelihoods qualify as sustainable across all these dimensions. Nevertheless sustainability is
a key goal and its pursuit should influence all DFID’s support activities. Progress towards sustainability
can then be assessed, even if ‘full’ sustainability is never achieved.

Why is sustainability important?

Sustainability is an important qualifier to DFID’s view of livelihoods because it implies that progress in
poverty reduction is lasting, rather than fleeting. This does not mean that any given resource or
institution must survive in exactly the same form. Rather it implies accumulation in the broad capital
base that provides the basis for improved livelihoods, especially for poor people.

Trade-offs and choices

Recognising the multiple dimensions of sustainability and people’s multiple livelihood objectives is

key to the sustainable livelihoods approach. However with diversity come trade-offs; trade-offs within

livelihood outcomes (see 2.6) and between dimensions of sustainability and livelihood outcomes are

inevitable. The following are just some of the different types of tension that may arise:

= tension between locally identified needs for greater livelinood security and wider concerns about
environmental sustainability;

= tension between maximising production/income in the short term and guarding against vulnerability
to external shocks in the longer term; and

< tension between achievement of individual, household or community livelihood objectives and
the requirement not to compromise the livelihood opportunities open to others.

The sustainable livelihoods approach can offer no simple ‘solutions’ to these challenges. What it does
do is to provide an approach to thinking through the conflict, including providing a framework that
facilitates coherent and structured discussion of differing perspectives. By encouraging local people to
think about a broad range of livelihood outcomes, potential conflicts can be explicitly discussed.
Through coupling livelihoods analysis with a broader process of social assessment, equity and ‘externality’
issues can be brought to the fore. This is, however, an area in which further work is required.
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The asset pentagon that lies at the heart of livelihoods analysis (see 2.3) encourages users to think
about substitutability between different types of capital. This is particularly useful when considering
whether a decline in the quality or availability of natural capital can be compensated for by an increase
in other types of capital (for example social or financial capital).

Some argue that sustainability is achieved when overall stocks of capital (in whatever combination)
are maintained and accumulated. This metaphor presents problems in practical application (e.g.
certain types of capital cannot be readily measured). At the same time it seems to reflect well the
way in which we think about our environment and the way technology can be manipulated to
compensate for losses in non-renewable natural resources.

Others argue that different types of capital cannot readily substitute for each other. This type of
‘strong sustainability’ thinking is reflected in the International Development Target on environmental
sustainability. This takes the view that natural resources are sufficiently important to such a wide
range of livelihoods, that absolute preservation — even replenishment, given the extent to which
they have already been degraded — should be the aim.

In all cases, the feasibility/acceptability of interchanging types of capital will depend on the type of
environment in which people live (e.g. the types of shocks and trends that they are likely to face, the
reliability of markets and institutions, etc.).

National Strategies for Sustainable Development

The 1997 White Paper commits the UK Government to work at both an international level and with
partner countries to help develop and implement National Strategies for Sustainable Development
(NSSDs). The international agreement that these NSSDs should be under implementation by 2005
makes this an immediate priority for DFID.

Essential elements of DFID’s current thinking on NSSD implementation are that:

NSSDs should build on existing work rather being new, stand-alone documents;

environmental sustainability (and poverty reduction) objectives should be integrated into
mainstream development policy, rather than being ‘add-ons’;

implementation should be considered not only at the national level but also at sub-national,
district, local levels, etc.;

consultation and participation should be balanced with sound analysis;

while donors can help co-ordinate, domestic governments — and other domestic stakeholders —
must own NSSD processes;

itis vitally important to build local capacity for design and implementation of NSSDs; and
environmental costs should be internalised through the development of appropriate policies and
incentive structures.

There is clearly much congruence between the sustainability concerns of the livelihoods approach and
NSSDs. In addition, to be effective NSSDs must build upon extensive stakeholder participation, coupled
with a strategic and long-term approach to development. Both these features are also key to the
success of the livelihoods approach.

Maximising the positive (as opposed to minimising the negative)

Both NSSDs and the livelihoods approach go well beyond traditional notions of ‘the greening of aid’
These tend to focus upon minimising the negative impacts of development interventions through the
use of environmental impact assessment and checklists. These methodologies are important but
limited; they are often costly, seldom participatory and have a tendency to emphasise the state of
resources themselves, rather than people and their livelihoods. By contrast, the livelihoods approach
views the sustainability of resources as an integral component of the sustainability of livelihoods
(which has many dimensions). Rather than seeking to minimise the negative, it seeks to maximise the
positive contribution made by the natural environment to people’s livelihood outcomes.

These Guidance Sheets aim to stimulate reflection and learning.

Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk

The International
Development Target on
environmental sustainability
and regeneration calls for ‘the
implementation of National
Strategies for Sustainable
Development in all countries by
2005 so as to ensure that
current trends in the loss of
environmental resources are
effectively reversed at both
global and national levels by
2015'

April 1999
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The quality of PPAs is uneven
—those that have produced a
deeper analysis have generally
involved the participation of
experienced social researchers
with a detailed knowledge of
the country or area concerned.

Itis important not to treat
capacity-building work within
public sector agencies as an
end in itself. Its ultimate goal
should be to contribute to
poverty elimination through
more effective delivery of
services, better management of
resources, etc.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

LINKS WITH OTHER APPROACHES

The livelihoods approach enters an already crowded conceptual and operational landscape for
development. Understanding the links between different approaches is essential, both to avoid confusion
and to improve the scope for collaboration with colleagues and partners who come from a different
starting point. Section 4 of the Guidance Sheets deals with links and overlap at a methodological level.
This sheet briefly outlines links at the level of broad approaches to development (participatory
development, sector wide approaches and integrated rural development). Other linking issues, such as
decentralisation, public sector reform and community-based development are addressed at relevant
points in subsequent sheets.

Participatory development

The livelihoods approach will not be effective unless operationalised in a participatory manner by

people who are skilled in social analysis and who share an overall commitment to poverty elimination.

The approach incorporates and builds upon existing participatory methodologies (see Section 4).

< It promotes people’s achievement of their own livelihood objectives. There is no prejudgement
about what these are — they must be ‘established’ through participatory activities.

< It builds upon people’s strengths. Again, this is only possible if participatory methodologies are used
to establish who has access to which types of capital and how this is affected by the institutional,
social and organisational environment.

= Itseeks to understand, through participatory analysis, the effects of macro policies upon livelihoods.

< Indicators of impact are expected to be negotiated with local people. This idea of ‘negotiation’ goes
well beyond minimal ideas of participation as consultation.

There are particularly strong links between the sustainable livelihoods approach and participatory
poverty assessments (PPAs). PPAs have been developed as an instrument for including the perspectives
of the poor in the analysis of poverty and the formulation of strategies to deal with it. Early PPAs were
mostly commissioned to contribute to the preparation of a particular broader document (e.g. a World
Bank Country Poverty Assessment, or a UN Country Human Development Report). Increasingly, the
trend is to build PPAs into ongoing welfare monitoring and policy formulation processes and to use
them as a way to build ownership and new relations between various actors in the policy process.

Like livelihoods analysis, PPAs are rooted in traditions of participatory research and action. The two
share many themes in common (e.g. an emphasis on vulnerability to shocks and trends and on various
kinds of assets) and are therefore expected to be complementary. However, since both vary by context,
it is not possible to make definitive statements about the links in any given case.

Sector-wide approaches

Livelihoods and sector-wide approaches are broadly complementary; each should gain from recognising
the strengths of the other. Livelihoods analysis lays a heavy emphasis on understanding the structures
and processes that condition people’s access to assets and their choice of livelihood strategies. Where
the major constraint is poor performance by government agencies at a sectoral level, then sector wide
support programmes will be highly appropriate. This is especially the case for government-dominated
areas such as health and education.

Sector programmes themselves will be enriched if they build on the information gathered in livelihoods
analysis. This will help those involved to perceive the interactions between different sectors and the
importance of developing inter-sectoral links in order to maximise impact at a livelihood level (the
benchmark for performance). It will also encourage public sector institutions to recognise the many
different players in the development process, creating pressure within the sector planning process to
open up the dialogue beyond government, to innovate and to incorporate best practice from existing
project-level activities.
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LINKS WITH OTHER APPROACHES INTRODUCTION

Livelihoods approaches and the support activities which derive from them should also gain from the

lessons learnt and the objectives pursued in sector approaches. These include:

= the importance of ensuring domestic government ownership of the development process;

< the need to base all support on best-practice public management principles (i.e. not to extend the
role of government to inappropriate activities and to stress the importance of developing capacity
in areas such as financial management and budgeting); and

= the value of co-ordination between different donors (and the steps required to achieve this).

Integrated rural development

One of the early ‘criticisms’ that has been levelled at the livelihoods approach is that it is too similar to the
failed integrated rural development (IRD) approaches of the 1970s. It is easy to see where this reflection is
coming from; the two approaches share much in common. But the sustainable livelihoods approach
endeavours to build upon the strengths of IRD (especially the recognition of the need for broad-based
support in rural areas) without falling into the traps that caused IRD’s downfall. In particular, the livelihoods
approach does not aim to establish integrated programmes in rural areas. While recognising the importance
to rural poverty reduction of a wide range of factors it will target just a few core areas (with the help of - ¢11er version of Table 1 see
thorough analysis of existing livelihoods and a bottom-up planning process) so that activities remain Chapter 1 (p. 19) of Sustainable
manageable. The livelihoods approach will also address macro level and institutional factors where these
are a major constraint. IRD, by contrast was forced to operate within a hostile macro-economic and
institutional environment, dominated and often heavily distorted by government.

rural livelihoods: What contribution
can we make? Papers presented at
DFID Natural Resources Advisers’

Table 1 juxtaposes the two approaches and suggests where some of the main differences lie. Conference, July 1998.

( R
Table 1. Integrated Rural Development (1970s) Sustainable Livelihoods (late 1990s)
Starting point Structures, areas People and their existing strengths and constraints
Conceptions of Holistic, multi-dimensional Multi-dimensional, complex, local
poverty Recommendation domains suggest uniformity Embraces the concepts of risk and variability

(an operational simplification)

Problem analysis Undertaken by planning unit in short period of Inclusive process, iterative and incomplete
time, viewed as conclusive

Sectoral scope Multi-sectoral, single plan Multi-sectoral, many plans
Sector involvement established at outset Small number of entry points
Sectoral involvement evolves with project

Level of operation  Local, area-based Both policy and field level, clear links between the two

Partner organisation National and local governments Local and national governments
NGOs, civil society organisations, private sector

Project management Dedicated project management unit, external Project within partner organisation

structure to government

Co-ordination Integrated execution Driven by shared objectives, benefits of co-ordination

(between sectors) (donor-driven) identified by those involved

Sustainability Not explicitly considered Multiple dimensions

Core concern

L J
These Guidance Sheets aim to stimulate reflection and learning. April 1999

Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk
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INTRODUCTION

The livelihoods framework is a tool to improve our understanding of livelihoods, particularly the livelihoods
of the poor. It was developed over a period of several months by the Sustainable Rural Livelihoods
Advisory Committee, building on earlier work by the Institute of Development Studies (amongst others).

This section of the Guidance Sheets provides an introduction to the framework itself. The individual
components of the framework are described in more detail in the subsequent sheets in this section.
Practical questions and challenges of operationalising the approach will be covered in Section 3 and
following.

r

Figure 1. Sustainable livelihoods framework

Key

H = Human Capital
N = Natural Capital
F = Financial Capital

S = Social Capital
P = Physical Capital
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The arrows within the
framework are used as
shorthand to denote a variety
of different types of
relationships, all of which are
highly dynamic. None of the
arrows imply direct causality,
though all imply a certain level
of influence.

Why a framework?

The sustainable livelihoods framework presents the main factors that affect people’s livelihoods, and
typical relationships between these. It can be used in both planning new development activities and
assessing the contribution to livelihood sustainability made by existing activities.

In particular, the framework:

= provides a checklist of important issues and sketches out the way these link to each other;
= draws attention to core influences and processes; and

< emphasises the multiple interactions between the various factors which affect livelihoods.

The framework is centred on people. It does not work in a linear manner and does not try to present a
model of reality. Its aim is to help stakeholders with different perspectives to engage in structured and
coherent debate about the many factors that affect livelihoods, their relative importance and the way
in which they interact. This, in turn, should help in the identification of appropriate entry points for
support of livelihoods.
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INTRODUCTION FRAMEWORK

Understanding the framework

The form of the framework is not intended to suggest that the starting point for all livelihoods (or
livelihood analysis) is the Vulnerability Context which through a series of permutations yields
Livelihoods Outcomes. Livelihoods are shaped by a multitude of different forces and factors that are
themselves constantly shifting. People-centred analysis is most likely to begin with simultaneous
investigation of people’s assets, their objectives (the Livelihood Outcomes which they are seeking)
and the Livelihood Strategies which they adopt to achieve these objectives.

Important feedback is likely between:

(a) Transforming Structures and Process and the Vulnerability Context; and

(b) Livelihood Outcomes and Livelihood Assets.

There are other feedback relationships that affect livelihoods which are not shown. For example, it
has been shown that if people feel less vulnerable (Livelihood Outcome) they frequently choose to
have fewer children. This has implications for population trends which might be an important part
of the Vulnerability Context.

Using the framework to help eliminate poverty

The framework is intended to be a versatile tool for use in planning and management. It offers a way of
thinking about livelihoods that helps order complexity and makes clear the many factors that affect
livelihoods.

A more important task than perfecting the framework itself is putting the ideas that it represents into
practice. If that calls for adaptation of certain boxes or revision of certain definitions to make the
framework more useful, all the better; the framework becomes a living tool.

Use of the framework is intended to make a distinct contribution to improving DFID’s ability to eliminate
poverty. It is not simply a required step in project/programme preparation, nor does it provide a magic
solution to the problems of poverty elimination. In order to get the most from the framework:

The core ideas that underlie it should not be compromised during the process of adaptation. One of
these core ideas is that (most) analysis should be conducted in a participatory manner.

Use of the framework should be underpinned by a serious commitment to poverty elimination. This
should extend to developing a meaningful dialogue with partners about how to address the
underlying political and economic factors that perpetuate poverty.

Those using the framework must have the ability to recognise deprivation in the field even when
elites and others may want to disguise this and skew benefits towards themselves (this will require
skill and rigour in social analysis).

These Guidance Sheets aim to stimulate reflection and learning.

Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk

The framework summarises the
main components of and
influences on livelihoods; it
does not provide an exhaustive
list of the issues to be
considered. It should be
adapted to meet the needs of
any given circumstance.

The sustainable livelihoods
framework continues to
develop. Use it as a flexible tool
and adapt it as necessary. You
can focus on any part of the
framework, but it is important
to keep the wider picture in
mind.

April 1999
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VULNERABILITY CONTEXT

What is the vulnerability context?

The Vulnerability Context frames the external environment in which people exist. People’s livelihoods
and the wider availability of assets are fundamentally affected by critical trends as well as by shocks
and seasonality — over which they have limited or no control. The box below provides examples (this
is not a complete list):

Trends

e Population trends

< Resource trends
(including conflict)

< National/international
economic trends

< Trends in governance
(including politics)

« Technological trends

Shocks Seasonality

e Human health shocks e Ofprices

« Natural shocks < Of production
e Economic shocks e Of health

= Conflict
= Crop/livestock health shocks

Of employment opportunities

Different types of conflict can
have profound adverse effects
on the livelihoods of the poor.
In areas of civil conflict people
suffer from lawlessness and
physical damage. Conflicts
over access to resources are of
increasing importance as
populations expand and
resource use intensifies.

If unaddressed, such conflicts
may further marginalise
already poor groups.

Why is it important?

The factors that make up the Vulnerability Context are important because they have a direct impact

upon people’s asset status and the options that are open to them in pursuit of beneficial livelihood

outcomes.

= Shocks can destroy assets directly (in the case of floods, storms, civil conflict, etc.). They can also
force people to abandon their home areas and dispose of assets (such as land) prematurely as part
of coping strategies. Recent events have highlighted the impact that international economic
shocks, including rapid changes in exchange rates and terms of trade, can have on the very poor.

< Trends may (or may not) be more benign, though they are more predictable. They have a particularly
important influence on rates of return (economic or otherwise) to chosen livelihood strategies.

« Seasonal shifts in prices, employment opportunities and food availability are one of the greatest
and most enduring sources of hardship for poor people in developing countries.

Is it always negative?

Not all the trends listed above are negative or cause vulnerability. For example, economic indicators
can move in favourable directions, diseases can be eradicated and new technologies may be very
valuable to poor people.

However, use of the term Vulnerability Context draws attention to the fact that this complex of
influences is directly or indirectly responsible for many of the hardships faced by the poorest people in
the world. It is common for there to be a vicious circle in action. The inherent fragility of poor people’s
livelihoods makes them unable to cope with stresses, whether predictable or not. It also makes them
less able to manipulate or influence their environment to reduce those stresses; as a result they
become increasingly vulnerable. And even when trends move in the right direction, the poorest are
often unable to benefit because they lack assets and strong institutions working in their favour.
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What can be done to alter the vulnerability context?

The Vulnerability Context is the part of the framework that lies furthest outside people’s control. In the
short to medium term and on an individual or small group basis there is little that can be done to alter
it directly (though there are exceptions: for example, direct intervention to diffuse conflict).

Most externally-driven change in the Vulnerability Context is a product of activity at the level of
Transforming Structures and Processes (e.g. changes in policy). Another way of managing the
Vulnerability Context is to help people to become more resilient and better able to capitalise on its
positive aspects. This is a core aim of the sustainable livelihoods approach. It can be achieved through
supporting poor people to build up their assets. For example, increasing people’s access to appropriate
financial services — including insurance — is one way of reducing vulnerability. Another approach is to
help ensure that critical institutions and organisations are responsive to the needs of the poor.

What type of information is required to analyse the vulnerability context?

Livelihoods analysis does not have to be exhaustive to be effective. Rather than trying to develop a full
understanding of all dimensions of the Vulnerability Context, the aim is to identify those trends, shocks
and aspects of seasonality that are of particular importance to livelihoods. Effort can then be
concentrated on understanding the impact of these factors and how negative aspects can be minimised.
This requires a prior understanding of the nature of local livelihoods — what types of livelihood strategies
are employed by local people and what factors constrain them from achieving their objectives. Such
understanding cannot be gained without social analysis so that particular social groups and their
relationship with factors within the Vulnerability Context can be identified.

While it is important to narrow down the extent of analysis, it is also important to think broadly about
factors within the Vulnerability Context that might affect local people, so that less-obvious issues are
not neglected. For example, when thinking about seasonality, it is important to consider both immediate
and more distant effects.

Inarural setting, it may be necessary to find answers to the following types of question:

Which groups produce which crops?

How important is each crop to the livelihoods of the groups that produce it?

Is the revenue from a given crop used for a particular purpose —e.g. if it is controlled by women is
it particularly important to child health or nutrition?

What proportion of output is marketed?

How do prices for different crops vary through the year?

How predictable is seasonal price fluctuation?

Are the price cycles of all crops correlated?

What proportion of household food needs is met by own consumption and what portion is purchased?
At what time of year is cash income most important (e.g. school fees might be collected one or more
times during the year)? Does this coincide with the time at which cash is most available?

Do people have access to appropriate financial service institutions to enable them to save for the
future? Does access to these vary by social group?

How long and intense is the ‘hungry period’?

What effect do the ‘hungry period’ and other seasonal natural events (e.g. the advent of the rainy
season) have on human health and the ability to labour?

Has the length of the ‘hungry period’ been increasing or decreasing?

How do income-earning opportunities vary throughout the year? Are they agricultural or non-farm?
How does remittance income vary throughout the year (e.g. falling off at times when it is most
needed because of food price rises)?

Methodologies for conducting this type of analysis will be investigated in more detail in Section 3.

These Guidance Sheets aim to stimulate reflection and learning.

Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk

Different components of the
Vulnerability Context affect
different people in different
ways. Thus, natural shocks may
have a more adverse effect on
agricultural activity than on
urban employment. Likewise,
changes in international
commodity prices will affect
those who grow, process or
export such commodities but
have little direct effect on
those who produce for, or trade
in, the local market.
Understanding the nature of
vulnerability is a key step in
sustainable livelihoods analysis.

Seasonality is usually
associated with rural
economies. It can, however, be
equally problematic for poor
people in urban areas,
especially when these people
spend a large proportion of
their income on foodstuffs, the
prices of which may be very
volatile.
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The livelihood framework
identifies five core asset
categories or types of capital
upon which livelihoods are
built. Increasing access —
which can take the form of
ownership or the right to use —
to these assets is a primary
concern for DFID in its support
of livelihoods and poverty
elimination.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

LIVELIHOOD ASSETS

The livelihoods approach is concerned first and foremost with people. It seeks to gain an accurate and
realistic understanding of people’s strengths (assets or capital endowments) and how they endeavour
to convert these into positive livelihood outcomes. The approach is founded on a belief that people
require a range of assets to achieve positive livelihood outcomes; no single category of assets on its
own is sufficient to yield all the many and varied livelihood outcomes that people seek. This is particularly
true for poor people whose access to any given category of assets tends to be very limited. As a result
they have to seek ways of nurturing and combining what assets they do have in innovative ways to
ensure survival.

The asset pentagon

The asset pentagon lies at the core of the livelihoods framework, ‘within’ the vulnerability context. The
pentagon was developed to enable information about people’s assets to be presented visually, thereby
bringing to life important inter-relationships between the various assets.

For definitions and
explanations of the different
types of capital, please refer
to the following sheets:

2.3.1: Human capital
2.3.2: Social capital
2.3.3: Natural capital
2.3.4: Physical capital
2.3.5: Financial capital

Human capital

Social capital Natural capital

Physical capital Financial capital

Although the term ‘capital’ is
used, not all the assets are
capital stocks in the strict
economic sense of the term

(in which capital is the product
of investment which yields a
flow of benefits over time).

The five capitals are perhaps
best thought of as livelihood
building blocks; the term
‘capital’ is used because this is
the common designation in the
literature.

The shape of the pentagon can be used to show schematically the variation in people’s access to
assets. The idea is that the centre point of the pentagon, where the lines meet, represents zero access
to assets while the outer perimeter represents maximum access to assets. On this basis different
shaped pentagons can be drawn for different communities or social groups within communities.

It is important to note that a single physical asset can generate multiple benefits. If someone has
secure access to land (natural capital) they may also be well-endowed with financial capital, as they
are able to use the land not only for direct productive activities but also as collateral for loans. Similarly,
livestock may generate social capital (prestige and connectedness to the community) for owners
while at the same time being used as productive physical capital (think of animal traction) and
remaining, in itself, as natural capital. In order to develop an understanding of these complex relationships
it is necessary to look beyond the assets themselves, to think about prevailing cultural practices and
the types of structures and processes that ‘transform’ assets into livelihood outcomes (see 2.4).

Pentagons can be useful as a focus point for debate about suitable entry points, how these will serve
the needs of different social groups and likely trade-offs between different assets. However, using the
pentagon in this way is necessarily representative. At a generic level there is no suggestion that we
can — or should — quantify all assets, let alone develop some kind of common currency that allows
direct comparison between assets. This does not, of course, rule out the development of specific,
quantifiable indicators of assets where these are thought to be useful.
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Change in asset status

Asset endowments are constantly changing, therefore pentagons are constantly shifting. A three
dimensional framework, with the third dimension representing time, would enable this change to
be visualised. A two dimensional framework does not. However, it is imperative to incorporate a time
dimension into any analysis of assets. Information should be gathered on trends in overall asset
availability (e.g. if societies fragment, the overall ‘stock’ of social capital might decline) as well as on
which groups are accumulating assets, which are losing and why. Where processes of ‘social
exclusion’ are at work, those who are already poorly endowed with assets may well be becoming
gradually, but notably, more marginalised.

Relationships within the framework

Relationships between assets

Assets combine in a multitude of different ways to generate positive livelihood outcomes.

Two types of relationship are particularly important:

< Sequencing: Do those who escape from poverty tend to start with a particular combination of
assets? Is access to one type of asset (or a recognisable sub-set of assets) either necessary or
sufficient for escape from poverty? If so, this may provide important guidance on where livelinood
support should be focused, at least at the outset.

< Substitution: Can one type of capital be substituted for others? For example, can increased
human capital compensate for a lack of financial capital in any given circumstance? If so, this
may extend the options for support.

Relationships with other framework components

Relationships within the framework are highly complex. Understanding them is a major challenge

of, and a core step in, the process of livelihoods analysis leading to action to eliminate poverty.

« Assets and the Vulnerability Context: assets are both destroyed and created as a result of the
trends, shocks and seasonality of the Vulnerability Context.

« Assets and Transforming Structures and Processes: The institutions and policies of the
Transforming Structures and Processes have a profound influence on access to assets. They:
(a) Create assets —e.g. government policy to invest in basic infrastructure (physical capital) or

technology generation (yielding human capital) or the existence of local institutions that
reinforce social capital.
(b) Determine access—e.g. ownership rights, institutions regulating access to common resources.
(c) Influence rates of asset accumulation — e.g. policies that affect returns to different livelihood
strategies, taxation, etc.
However, this is not a simple one way relationship. Individuals and groups themselves influence
Transforming Structures and Processes. Generally speaking the greater people’s asset endowment,
the more influence they can exert. Hence one way to achieve empowerment may be to support
people to build up their assets.

« Assets and Livelihood Strategies: Those with more assets tend to have a greater range of
options and an ability to switch between multiple strategies to secure their livelihoods.

« Assets and Livelihood Outcomes: Poverty analyses have shown that people’s ability to escape
from poverty is critically dependent upon their access to assets. Different assets are required to
achieve different livelihood outcomes. For example, some people may consider a minimum
level of social capital to be essential if they are to achieve a sense of well-being. Or in a remote
rural area, people may feel they require a certain level of access to natural capital to provide
security. Such relationships will need to be investigated case by case.

These Guidance Sheets aim to stimulate reflection and learning.
Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk
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The upper pentagon shows
reasonable, but declining,
access to physical capital and
limited access to natural
capital. Social capital is also
falling. Perhaps the people
whose livelihood assets are
represented live in an urban
area but do not have the skills
or finance to invest in
infrastructure maintenance.
The decline of social capital
also constrains their ability to
form shared work groups. The
lower pentagon shows the
situation after support that
has extended access to
financial capital (perhaps
through group-based micro-
finance schemes that also help
build social capital) as well as
providing skills and training
(human capital). Together
these enable the people to
maintain and extend their
physical capital. Access to
natural capital remains
kunchanged.
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In its Statement of Purpose
DFID commits itself to
promoting ‘better education,
health and opportunities for
poor people’ through various
means. These range from
providing direct support to
education and health to
helping to provide safe drinking
water and emergency
assistance in times of crisis.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

HUMAN CAPITAL

What is human capital?

Human capital represents the skills, knowledge, ability to labour and good health that together enable
people to pursue different livelihood strategies and achieve their livelihood objectives. At a household
level human capital is a factor of the amount and quality of labour available; this varies according to
household size, skill levels, leadership potential, health status, etc.

Human capital appears in the generic framework as a livelihood asset, that is, as a building block or
means of achieving livelihood outcomes. Its accumulation can also be an end in itself. Many people
regard ill-health or lack of education as core dimensions of poverty and thus overcoming these
conditions may be one of their primary livelihood objectives.

Why is it important?

As well as being of intrinsic value, human capital (knowledge and labour or the ability to command
labour) is required in order to make use of any of the four other types of assets. It is therefore necessary,
though not on its own sufficient, for the achievement of positive livelihood outcomes.

What can be done to build human capital for the poor?

Support to the accumulation of human capital can be both direct and indirect. In either case it will only
achieve its aims if people themselves are willing and able to invest in their own human capital by
attending training sessions or schools, accessing preventative medical services, etc. If they are prevented
from doing so by adverse structures and processes (e.g. formal policies or social norms that prevent
girls from attending school) then indirect support to human capital development will be particularly
important.

In many cases it will be necessary to combine both types of support. The most appropriate mechanism
for such combined support may well be a sector programme. Sector programmes can adopt an integrated
approach to human capital development, drawing on information gathered through livelihoods analysis
to ensure that effort is focused where it is most needed (for example, on disadvantaged groups).

s

Direct support to asset
accumulation

infrastructure

DFID sustainable livelihoods objective: Improved access to high-quality education, information,
technologies and training and better nutrition and health. Achieved through, for example:

» To health/education/training

= To health/education/training

Feedback from achievement
of livelihood outcomes
(virtuous circles)

Health status is directly related
to income/food security
(with relevant knowledge)

Indirect support

(through Transforming

Structures and Processes)

< Reform of health/education/ .
training policies

« Reform of health/education/

personnel training organisations = Higher income is often
= Tothe development of relevant e Changes in local institutions — reinvested in education
knowledge and skills (these culture, norms — that limit e Reduced vulnerability can

access to health/education/
training (e.g. for women)

should be developed with and
made readily available to the poor)

reduce the birth rate (with
knock-on effects on nutrition
and labour)
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Another indirect way of promoting education is to increase its value, by helping to open up opportunities
for those who have invested in education. This can be done through providing direct support in other
areas, for example through extending access to financial capital thereby enabling people to put their
knowledge to productive use. Helping to reduce the drudgery of day-to-day activities can also help free
people up so that they have the time for education and can then make better use of that education.

Specialist training — as opposed to general education —will be effective only when trainers have access

to relevant information. If investments in knowledge generation (research) are considered in terms of
the contribution that they make to human capital it is immediately apparent that:

The knowledge generated must be relevant to existing or potential future livelihood strategies.
One way to ensure this is to adopt participatory processes of knowledge generation that build
upon and complement existing local knowledge.

Provision must be made for extending access to the knowledge generated. Just as school buildings
do nothing for human capital if they are not brought to life with learning, so new technologies and
ideas are redundant if they do not reach people. Sharing knowledge with the poor has proved to be
a particular problem in the past, hence the need to consider new options for supporting information
networks using new types of communication channels, etc.

What type of information is required to analyse human capital?

There are many quite well-developed indicators of human health, though some —such as life expectancy
— may be difficult to assess at local level. Rather than focusing on exact measures, it may be more
appropriate to investigate variations. Do different social groups have obviously lower or higher life
expectancy? Are the children of indigenous groups, for example, more poorly nourished than other
children? Does the quality of health care available to different groups differ markedly?

Education indicators may be easier to assess. It is relatively simple to determine the average number of
years a child spends in school, or the percentage of girls who are enrolled in school. What is far more
difficult is understanding the quality, impact and value to livelihoods of these years in school, the
correlation — if there is one — between years in school and knowledge, and the relationship between
either of these and leadership potential.

Formal education is certainly not the only source of knowledge-based human capital. It is equally
important to understand existing local knowledge, how this is shared, added to and what purpose it
serves. For example, some knowledge can be highly useful for production — think of knowledge about
modern, intensive farming techniques — but be neutral or negative in terms of its effect upon the
environment and environmental sustainability. Or some knowledge — again, think of knowledge for
production, either agricultural or industrial — may be effectively useless unless it is coupled with other
types of knowledge (knowledge about how to market goods, about appropriate quality standards, etc.)

The following types of questions are likely to be important when thinking about human capital:

How complex is the local environment (the more complex the problems, the greater the importance
of knowledge)?

From where (what sources, networks) do people access information that they feel is valuable to
their livelihoods?

Which groups, if any, are excluded from accessing these sources?

Does this ‘exclusion’ affect the nature of information available? (e.g. if women are excluded, then
knowledge of traditionally female production activities may be limited.)

Are knowledge ‘managers’ (e.g. teachers or core members of knowledge networks) from a particular
social background that affects the type of knowledge that exists in the community?

Is there a tradition of local innovation? Are technologies in use from ‘internal’ or ‘external’ sources?
Do people feel that they are particularly lacking in certain types of information?

How aware are people of their rights and of the policies, legislation and regulation that impact on
their livelihoods? If they do consider themselves to be aware, how accurate is their understanding?

These Guidance Sheets aim to stimulate reflection and learning.

Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk

Knowledge generation should
be based upon a broad
understanding of the current
livelihood strategies of the
poor and the internal and
external factors that may
cause these to change.

Clearly there is a close
relationship between the way
that knowledge is generated
and transmitted and social
capital (see 2.3.2). High levels
of social capital can therefore
substantially add to human
capital. Minimum levels of
other types of capital — plus
broadly conducive transforming
structures and processes — may
be necessary to give people the
incentive to invest in their own
human capital.
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Some people choose to
distinguish between social
capital and ‘political capital’,
derived from access to wider
institutions of society. Though
we do not make this distinction
here, this should not be taken
to suggest a ‘downgrading’ of
the importance of political
factors and issues of access
beyond the community.

As well as having its own
intrinsic value, social capital
may be particularly important
as a ‘resource of last resort’
for the poor and vulnerable.

[t can:

e provide a buffer that helps
them cope with shocks,
such as death in the family;

e actasan informal safety
net to ensure survival
during periods of intense
insecurity; and

e compensate for a lack of
other types of capital (e.g.
shared labour groups
compensating for limited
human capital within the
household).

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

SOCIAL CAPITAL

What is social capital?

There is much debate about what exactly is meant by the term ‘social capital’ In the context of the

sustainable livelihoods framework it is taken to mean the social resources upon which people draw in

pursuit of their livelihood objectives. These are developed through:

< networks and connectedness, either vertical (patron/client) or horizontal (between individuals
with shared interests) that increase people’s trust and ability to work together and expand their
access to wider institutions, such as political or civic bodies;

« membership of more formalised groups which often entails adherence to mutually-agreed or
commonly accepted rules, norms and sanctions; and

= relationships of trust, reciprocity and exchanges that facilitate co-operation, reduce transaction
costs and may provide the basis for informal safety nets amongst the poor.

The above are all inter-related. For example, membership of groups and associations can extend
people’s access to and influence over other institutions. Likewise trust is likely to develop between
people who are connected through kinship relations or otherwise.

Of all the five livelihood building blocks, social capital is the most intimately connected to Transforming

Structures and Processes (see 2.4). In fact, it can be useful to think of social capital as a product of

these structures and processes, though this over-simplifies the relationship. Structures and processes

might themselves be products of social capital; the relationship goes two ways and can be self-

reinforcing. For example:

< when people are already linked through common norms and sanctions they may be more likely to
form new organisations to pursue their interests; and

= strong civil society groups help people to shape policies and ensure that their interests are reflected
in legislation.

Why is it important?

Mutual trust and reciprocity lower the costs of working together. This means that social capital has a

direct impact upon other types of capital:

< Byimproving the efficiency of economic relations, social capital can help increase people’s incomes
and rates of saving (financial capital). (Isolated studies have shown that communities with ‘higher
levels’ of social capital are wealthier — but questions remain about measuring social capital.)

« Social capital can help to reduce the ‘free rider’ problems associated with public goods. This means
that it can be effective in improving the management of common resources (natural capital) and
the maintenance of shared infrastructure (physical capital).

« Social networks facilitate innovation, the development of knowledge and sharing of that knowledge.
There is, therefore, a close relationship between social and human capital.

Social capital, like other types of capital, can also be valued as a good in itself. It can make a particularly
important contribution to people’s sense of well-being (through identity, honour and belonging).

Is it always positive?

Social capital can be used in negative as well as positive ways.

» Those who are excluded from strong groups that convey multiple benefits may be disadvantagedina
variety of other ways (e.g. landless women with few skills).

= Networks may be based upon strictly hierarchical or coercive relationships that limit mobility and
prevent people from escaping from poverty.

= Membership of a group or network often entails obligations (e.g. to assist others in times of distress)
as well as rights (to call upon assistance). Calls for assistance may come at difficult times.
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What can be done to build the social capital of the poor?

Social capital has the fortunate quality of being, in some cases, self-reinforcing; stocks can be
increased, rather than depleted, by the right type of use. Neglect, on the other hand, can undermine
social capital and trust (unlike savings in the bank which, if neglected, continue to accrue). Social
capital can also be actively, though often unintentionally, destroyed through heavy-handed
interventions that impose new social relations without taking into account the strengths of the old.

Most attempts to build social capital focus on strengthening local institutions, either directly (through
capacity building, leadership training or injection of resources) or indirectly through creating an
open, democratic environment in which they flourish.

( R
DFID sustainable livelihoods objective: A more supportive and cohesive social environment.
Achieved through (for example):

Feedback from achievement
of livelihood outcomes
(virtuous circles)

Direct support to asset
accumulation

Indirect support
(through Transforming
Structures and Processes)

e Toimprove the internal < To group/network formation and .
functioning of groups structure
- leadership < To the development of more open
- management and reliable policy environment
< Toextend external links of local (‘good governance’)
groups < Toorganisations to help them .

develop systems for external
consultation with civil society

Self-reinforcing relationships
(e.g. success in increasing the
sustainability of natural
resource use can strengthen
the managing group)

Greater household income may
extend scope for participation in
external activities

While empowerment of groups may be a primary objective, social capital can also be a by-product
of other activities (e.g. participatory research groups formed to develop and test technologies may
develop a life of their own). Most commonly, increases in social capital are pursued in conjunction
with, or as a necessary component of, support in other areas. Thus joint responsibility savings and
credit groups rely on social capital, as do integrated pest management efforts which require joint
action to combat a problem.

What type of information is required to analyse social capital?

Levels of social capital are hard to gauge from the outside. They may be discernible only after
lengthy analysis (which may be beyond project/programme resources) and it is unlikely that they
will be quantifiable. For example, simply counting the number of registered groups in a community
is not likely to yield a measure of social capital; group nature and quality is as important as group
numbers. Often we will be looking at trends —whether the state of social organisation appears to be
becoming better or worse for livelihoods — rather than trying to gauge exact levels of social capital.

It is very important not to permit these difficulties to cause neglect of social factors when working
with communities. Over time it will be vital to develop an understanding of the nature of civic
relations at a wider community level, of the types of social resources upon which households rely
and of who is excluded from these benefits. Groups with overlapping membership can be particularly
problematic if it emerges that people with a particular social profile are excluded from all groups.
Another important point for observation is people’s coping strategies in times of crisis and the extent
to which they have relied on social resources to see them through.

(For further suggestions in this area see the Key Sheet on social capital. Key Sheets are available on
the Internet at: http://www.oneworld.org/odi/keysheets/)

These Guidance Sheets aim to stimulate reflection and learning.
Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk

There is clearly much to learn
about building social capital,
including:

e how best to support groups
(especially of the poor who
may lack time for group
activities);

e what are appropriate
indicators of effective group
functioning; and

e what is the relationship
between various types of
government structure and
ideology and the ‘density’ of
social capital at the
community level.
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Examples of natural capital and

services deriving from it:

e land

- forests

e marine/wild resources

e water

e airquality

e erosion protection

e waste assimilation

e storm protection

e Diodiversity degree and rate
of change.

For all these it is important to

consider access and quality and

how both are changing.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

NATURAL CAPITAL

What is natural capital?

Natural capital is the term used for the natural resource stocks from which resource flows and services
(e.g. nutrient cycling, erosion protection) useful for livelihoods are derived. There is a wide variation in
the resources that make up natural capital, from intangible public goods such as the atmosphere and
biodiversity to divisible assets used directly for production (trees, land, etc.).

Within the sustainable livelihoods framework, the relationship between natural capital and the
Vulnerability Context is particularly close. Many of the shocks that devastate the livelihoods of the
poor are themselves natural processes that destroy natural capital (e.g. fires that destroy forests, floods
and earthquakes that destroy agricultural land) and seasonality is largely due to changes in the value
or productivity of natural capital over the year.

Why is it important?

Clearly, natural capital is very important to those who derive all or part of their livelihoods from
resource-based activities (farming, fishing, gathering in forests, mineral extraction, etc.). However, its
importance goes way beyond this. None of us would survive without the help of key environmental
services and food produced from natural capital. Health (human capital) will tend to suffer in areas where
air quality is poor as a result of industrial activities or natural disasters (e.g. forest fires). And although our
understanding of linkages between resources remains limited, we know that we depend for our health
and well-being upon the continued functioning of complex ecosystems (which are often undervalued
until the adverse effects of disturbing them become apparent).

What can be done to build the natural capital of the poor?

Past donor rural development efforts focused largely on building natural capital. Indeed concern with
natural capital itself has tended to detract attention from the more important issue of how natural
capital is used, in combination with other assets, to sustain livelihoods. The livelihoods approach tries
to take a broader view, to focus on people and to understand the importance of structures and processes
(e.g. land allocation systems, rules governing extraction from fisheries, etc.) in determining the way in
which natural capital is used and the value that it creates.

[ DFID sustainable livelihoods objective: More secure access to, and better management of, natural
resources. Achieved through (for example):

Direct support to asset Indirect support Feedback from achievement
accumulation (through Transforming of livelihood outcomes
Structures and Processes) (virtuous circles)

= To conserve resources and = Reform of organisations that = More sustainable use of natural
biodiversity (through technology supply services to those involved resources has a direct impact
and direct action) in forests/agriculture/fisheries upon stocks of natural capital

< To the provision of services/ < Changes ininstitutions that = Some positive correlation
inputs for forestry, agriculture, manage, and govern access to, between higher income and
fisheries natural resources investment in natural capital

= Environmental legislation and
enforcement mechanisms

= Support to market development
to increase the value of forest/
agricultural/fisheries produce
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These structures and processes govern access to natural resources and can provide the incentives or
coercion necessary to improve resource management. For example, if markets are well-developed, the
value of resources is likely to be higher, prompting better management (though in some cases, developed
markets can lead to distress sales by the poor resulting in increased poverty).

Though indirect support to natural capital through Transforming Structures and Processes is very
important, direct support — focused on resources themselves as opposed to people’s ability to use those
resources — still has a place when it comes to conservation for future use (e.g. in situ biodiversity
conservation). One of the foundations of the sustainable livelihoods approach is the belief in and
pursuit of various types of sustainability (see 1.4). This includes, but is not limited to, environmental
sustainability (i.e. sustainability of natural capital and the services that derive from it, such as carbon
sinks and erosion control).

What kind of information is required to analyse natural capital?

Itis not only the existence of different types of natural assets that is important, but also access, quality
and how various natural assets combine and vary over time (e.g. seasonal variations in value). For
example, degraded land with depleted nutrients is of less value to livelihoods than high quality, fertile
land, and the value of both will be much reduced if users do not have access to water and the physical
capital or infrastructure that enables them to use that water.

With natural resources it is also very important to investigate long-term trends in quality and use. This
is familiar territory for those skilled in the practice of rural appraisal techniques (mapping, transect
walks, etc.). Typical issues for analysis might include:

Which groups have access to which types of natural resources?

What is the nature of access rights (e.g. private ownership, rental, common ownership, highly
contested access)? How secure are they? Can they be defended against encroachment?

Is there evidence of significant conflict over resources?

How productive is the resource (issues of soil fertility, structure, salinisation, value of different tree
species, etc.)? How has this been changing over time (e.g. variation in yields)?

Is there existing knowledge that can help increase the productivity of resources?

Is there much spatial variability in the quality of the resource?

How is the resource affected by externalities? (For example: the productive potential of different
parts of watersheds is affected by the activities of other users and the way in which resource systems
operate; the value of fisheries depends upon the number of other users who have access and the
choices they make about their catches; biodiversity is often damaged by intensive agriculture.)

How versatile is the resource? Can it be used for multiple purposes? (This can be important in
cushioning users against particular shocks.)

Environmental economists have invested considerable effort in trying to determine overall values for
natural assets that take into account:

direct use value (e.g. of land used for agricultural production or of recreational areas);

indirect use value (e.g. biodiversity, erosion protection and other ecological services); and
non-use value, or existence value (often calculated on the basis of the amount people would be
willing to pay to see the continued existence of a given resource, regardless of whether they use it).

This type of valuation exercise helps remind us of the many uses of natural resources and also of our
obligations as ‘custodians’ rather than ‘owners’ However, most livelihoods analysis of natural capital
will not go this far. Indirect use values are likely to feature prominently in calculations only when they
are problematic or where they offer significant income prospects. For example:

Problems might arise where tree felling has caused knock-on erosion problems, or over-exploitation
of coastal areas is leading to increased storm damage in adjacent areas.
Significant income earning opportunities might exist in areas of high natural biodiversity.

These Guidance Sheets aim to stimulate reflection and learning.

Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk

Various organisations
(including the World Bank, the
Royal Tropical Institute in the
Netherlands, various CGIAR
centres and the University of
Bradford, Development and
Project Planning Centre) are
currently working on the
development and refinement of
(participatory) indicators of
environmental sustainability
and resource quality.

April 1999
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Infrastructure — such as roads,
rails and telecommunications —
are key to the integration of the
remote areas where many of
the poor live. Not only are
people able to move between
rural and urban areas more
easily if the transport
infrastructure is good, but they
are also more likely to be better
informed about opportunities
(or the lack of them) in areas to
which they are thinking of
migrating, either temporarily or
permanently.

Development of physical capital
must be led by demand from
the intended users. Without a
perceived need for the service
itis unlikely that the required
infrastructure maintenance
will be carried out, meaning
that the service is likely to
become unsustainable.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

PHYSICAL CAPITAL

What is physical capital?

Physical capital comprises the basic infrastructure and producer goods needed to support livelihoods.

« Infrastructure consists of changes to the physical environment that help people to meet their basic
needs and to be more productive.

= Producer goods are the tools and equipment that people use to function more productively.

The following components of infrastructure are usually essential for sustainable livelihoods:
« affordable transport;

= secure shelter and buildings;

= adequate water supply and sanitation;

« clean, affordable energy; and

= access to information (communications).

Infrastructure is commonly a public good that is used without direct payment. Exceptions include
shelter, which is often privately owned, and some other infrastructure that is accessed for a fee related
to usage (e.g. toll roads and energy supplies). Producer goods may be owned on an individual or group
basis or accessed through rental or ‘fee for service’ markets, the latter being common with more
sophisticated equipment.

Why is it important?

Many participatory poverty assessments have found that a lack of particular types of infrastructure is
considered to be a core dimension of poverty. Without adequate access to services such as water and
energy, human health deteriorates and long periods are spent in non-productive activities such as the
collection of water and fuel wood. The opportunity costs associated with poor infrastructure can
preclude education, access to health services and income generation. For example, without transport
infrastructure, essential fertiliser cannot be distributed effectively, agricultural yields remain low and
it is then difficult and expensive to transport limited produce to the market. The increased cost (in
terms of all types of capital) of production and transport means that producers operate at a comparative
disadvantage in the market.

Insufficient or inappropriate producer goods also constrain people’s productive capacity and therefore
the human capital at their disposal. More time and effort are spent on meeting basic needs, production
and gaining access to the market.

What can be done to build physical capital for the poor?

In the past DFID has supported the direct provision of producer goods for poor people. This can be

problematic for a number of reasons:

« Acting as a direct supplier of producer goods can cause dependence and disrupt private markets.

= Direct provision can detract attention from the need to reform Structures and Processes to ensure
that gains are sustainable and producer goods are put to the best use.

= Many producer goods are private goods — direct provision through an external agency entails
favouring one set of potential recipients over another. This can be divisive and counter-productive.
In addition, when goods are ‘rationed’, the rich often manage to gain access at the expense of the
poor, for whom the goods were intended.

The livelihoods approach therefore focuses on helping to provide access to appropriate infrastructure

that enables poor people to achieve their livelihood objectives. Participatory approaches are essential
to establish users’ priorities and needs.
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Physical capital (in particular infrastructure) can be expensive. It requires not only the initial capital
investment but an ongoing commitment of financial and human resources to meet the operation and
maintenance costs of the service. The emphasis is therefore on providing a level of service that not
only meets the immediate requirements of users but is affordable in the long term. It can also be
important to provide simultaneous support to skill- and capacity-development to ensure effective
management by local communities.

Infrastructure is only an asset in as far as it facilitates improved service provision to enable the poor to
meet their needs. For example, a participatory assessment may reveal that a key constraint to the
livelihoods of a particular group is the difficulty of carrying produce to market, especially during the
rainy season. A livelihoods “response’ to this problem will include not only improvements to the
physical infrastructure to improve water crossings, or drain a track during the rains, but also would also
consider encouraging an affordable transport service using appropriate vehicles, for example ox carts.

‘Assistance for basic
infrastructure provision is most
effective when itis part of a
broader plan for improving the
effectiveness and coherence of
government!

Basic infrastructure for poor
people. London: DFID (March
1998).

( )

DFID sustainable livelihoods objective: Better access to basic and facilitating infrastructure.
Achieved through (for example):

Direct support to asset Indirect support Feedback from achievement
accumulation (through Transforming of livelihood outcomes
Structures and Processes) (virtuous circles)
= Service provision « Reform within managing ministries < Increased income is often spent
(e.g. development of (possibly through sector programmes) on shelter, water and power
intermediate means of transport) = Support to sector strategies and supplies
e Infrastructure provision regulatory frameworks —including « Better domestic infrastructure is
(e.g. pumped wells and latrines) participatory processes with the poor often a core component of well-
e Support to the development of private being
sector alternatives

= Capacity building for community-
based construction and management

What kind of information is required to analyse physical capital?

The approach to analysing physical capital must be participatory. Users may place a greater importance

on some services than others and these priorities must be taken into account. For example, people may

prefer to use a surface water supply a long way away rather than to pump a well near at hand.

< Does the infrastructure support a service? There is little benefit in a school building if there are no
teachers, or the pupils cannot get to it when classes are being held.

= Isthe infrastructure appropriate? Can the physical capital provided meet the needs of the users in
the long term. This involves not just the sustainability of the service as it stands but an analysis of
the ability of the capital to be adapted and upgraded in response to changing demand.

Access is also a key concern. Sometimes costly infrastructure exists in an area, but this does not mean
that the poor have access to it. This might be because the user-fees are too expensive for them, or
because richer groups use their strength and influence to control or monopolise access.

These Guidance Sheets aim to stimulate reflection and learning. April 1999
Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk
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Two important characteristics
of savings are varying levels of:
e productivity (how much
value do they gain when
they are left untouched?)
e liquidity (how readily they
can be turned into cash?).
Generally speaking, both are
desirable characteristics,
though liquidity also has a
downside: the more liquid one’s
savings, the more difficult it
tends to be to defend them
from claims from family
members or others.
There may also be trade-offs
between liquidity and
productivity as well as between
productivity and risk.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

FINANCIAL CAPITAL

What is financial capital?

Financial capital denotes the financial resources that people use to achieve their livelihood objectives.
The definition used here is not economically robust in that it includes flows as well as stocks and it can
contribute to consumption as well as production. However, it has been adopted to try to capture an
important livelihood building block, namely the availability of cash or equivalent, that enables people
to adopt different livelihood strategies.

There are two main sources of financial capital.

< Available stocks: Savings are the preferred type of financial capital because they do not have
liabilities attached and usually do not entail reliance on others. They can be held in several forms:
cash, bank deposits or liquid assets such as livestock and jewellery. Financial resources can also be
obtained through credit-providing institutions.

* Regular inflows of money: Excluding earned income, the most common types of inflows are
pensions, or other transfers from the state, and remittances. In order to make a positive contribution
to financial capital these inflows must be reliable (while complete reliability can never be guaranteed
there is a difference between a one-off payment and a regular transfer on the basis of which
people can plan investments).

Why is it important?

Financial capital is probably the most versatile of the five categories of assets.

= It can be converted — with varying degrees of ease, depending upon Transforming Structures and
Processes — into other types of capital.

« Itcan be used for direct achievement of livelihood outcomes — for example when food is purchased
to reduce food insecurity.

< Rightly or wrongly, it can also be transformed into political influence and can free people up for
more active participation in organisations that formulate policy and legislation and govern access
to resources.

However, it is also the asset that tends to be the least available to the poor. Indeed, it is because the poor
lack financial capital that other types of capital are so important to them.

There are, in addition, assets or desirable outcomes that may not be achievable through the medium of
money (such as different components of well-being and knowledge of human rights).

What can be done to build financial capital for the poor?

Development agencies are not in the business of handing out money to poor people (direct support to

financial capital). Access to financial capital is instead supported through indirect means. These may be:

< Organisational — increasing the productivity of existing savings and financial flows by helping to
develop effective, tailored financial services organisations for the poor. So long as they are well-
trusted, accessible and widely-known they may encourage people to save. Another option might
be to help develop organisations that transit remittance income more efficiently to final recipients.

< Institutional — increasing access to financial services, including overcoming barriers associated
with poor people’s lack of collateral (either by providing some sort of umbrella guarantee or by
identifying mechanisms that enable people’s existing assets to act as collateral).

« Legislative/regulatory — working to reform the environment in which financial services operate or
to help governments provide better safety nets for the poor (including pensions).

The issue of institutional sustainability is of particularly importance in the area of micro-finance.
Unless people believe that financial service organisations will persist over time, and will continue to
charge reasonable rates of interest, they will not entrust their savings to them, or be reliable in making
their loan repayments.
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Although financial capital tends to be quite versatile, it cannot alone solve all the problems of

poverty. People may not be able to put their financial resources to good use because:

» they lack knowledge (and cannot purchase this knowledge with small amounts of money); or

» they are constrained by inappropriate Transforming Structures and Processes (e.g. under-
developed markets, a policy environment that hinders micro-enterprise, etc.).

It is important to take these factors into consideration when planning support. On the positive side,
it is also important to be aware of the way in which existing social structures and relations (forms
of social capital) can help facilitate group-based lending approaches.

When savings are held in unconventional forms, particular to the needs and culture of owners,
different modes of support may be appropriate. For example, pastoralists may be more likely to
benefit from improved animal health or marketing systems that reduce the risks associated with
their savings (held in the form of livestock) than the establishment of a local bank.

FINANCIAL CAPITAL FRAMEWORK

There is ample literature on the
subject of building financial
services. For a summary of
issues in rural areas, please
refer to the Key Sheet on rural
finance. This Key Sheet stresses
the importance of considering
credit as one of a range of
financial services to which the
poor should have access.

r

Achieved through (for example):

Direct support to asset
accumulation

Indirect support
(through Transforming
Structures and Processes)

< NONE e Support to the development of .
financial services organisations
(savings, credit, insurance) .

< Extending access to financial
services organisations

« Reform of financial sector
legislation/regulation

e Support to develop marketing
(e.g. for pastoralists)

DFID sustainable livelihoods objective: More secure access to financial resources.

Feedback from achievement
of livelihood outcomes
(virtuous circles)

Increased income increases the
scope for saving

More sustainable resource
management prolongs financial
flows from natural capital

What kind of information is required to analyse financial capital?

Firstit is important to gain a straightforward understanding of:

= Which types of financial service organisations exist (both formal and informal)?

= What services do they provide, under what conditions (interest rates, collateral requirements, etc.)?
« Who —which groups or types of people — has access? What prevents others from gaining access?
< What are the current levels of savings and loans?

Understanding the nature of savings behaviour requires finding answers to questions such as:

< Inwhat form do people currently keep their savings (livestock, jewellery, cash, bank deposits, etc.)?

= What are the risks of these different options? How liquid are they? How subject to changes in value
depending upon when they are liquidated?

In the past, the existence and effects of what can be quite sizeable flows of remittance income have
often been over-looked. To correct this, it is important to understand:

« How many households (and what type) have family members living away who remit money?

e How is remittance income transmitted?

< How reliable are remittances? Do they vary by season? How much money is involved?

= Who controls remittance income when it arrives? How is it used? Is it reinvested?

These Guidance Sheets aim to stimulate reflection and learning.
Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk
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Itis through activity at the
level of structures and
processes that DFID aims to
secure its sixth livelihood
objective: a policy and
institutional environment
that supports multiple
livelihood strategies and
promotes equitable access to
competitive markets for all.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

TRANSFORMING STRUCTURES & PROCESSES

2.4

Transforming Structures and Processes within the livelihoods framework are the institutions,

organisations, policies and legislation that shape livelihoods. Their importance cannot be over-

emphasised. They operate at all levels, from the household to the international arena, and in all

spheres, from the most private to the most public. They effectively determine:

* access (to various types of capital, to livelihood strategies and to decision-making bodies and
sources of influence);

< the terms of exchange between different types of capital; and

< returns (economic and otherwise) to any given livelihood strategy.

In addition, they have a direct impact upon whether people are able to achieve a feeling of inclusion
and well-being. Because culture is included in this area they also account for other ‘unexplained’
differences in the ‘way things are done’ in different societies.

Examples: Access to shelter and land

In order to understand the basis for the asset distribution at the level of the individual or community,
it is necessary to extend the analysis well beyond to the relevant Transforming Structures and Processes.
Table 2 provides an example of the various types and levels of structure and process that affect access
to shelter and land.

Table 2

ACCESS TO

Shelter

Land

STRUCTURES

Public sector

Private commercial

Civil society

PROCESSES

Policy

Legislation

Institutions

Culture

Efficacy of organisations that make and enforce
legislation

Existence of building organisations, material
suppliers, transport, credit organisations

Existence of self-help, self-build groups

National land use policies
Policies on settlement priorities, credit
availability, etc.

National/district land legislation
The rule of law in general
(security of persons/transactions)
Housing, health and social law

Local conventions on land allocation/inheritance
Informal restrictions on shelter ownership
Existing ownership rights and power relations
The state of housing/land markets

Within household power relations and
conventions on access to shelter

Efficacy of organisations that make and enforce
legislation

Existence of credit organisations and land
traders

Existence of local resource management
organisations

National land use policies
Policies on decentralisation of resource
management

National/district land legislation
The rule of law in general
(security of persons/transactions)

Local conventions on land allocation/inheritance
Informal restrictions on land ownership

Existing ownership rights and power relations
The state of land markets

Within household power relations and
conventions on access to land
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The value of shelter and land

The value to livelihoods of assets depends upon a further range of structures and processes, for example:

Shelter: the value of shelter is particularly affected by the existence of organisations that supply
services, such as water, waste disposal and electricity, and policies/institutions that regulate
access to these. The value of the location of any shelter may be affected by cultural beliefs.
Land: the value of land will be affected by policies and laws on agriculture, environment, import/
export, marketing, etc. It will also depend upon the existence and effectiveness of agricultural
technology organisations, private sector trading/financing organisations and membership
organisations that can influence policy and draw down services for those engaged in agriculture.
Cultural issues will affect land and labour use and local institutions will govern share-cropping
percentages (where relevant).

Analysing transforming structures and processes

Methods for conducting cost effective, linked policy and institutional analysis at multiple levels are
not well developed. However, a useful starting point for analysis may be to investigate the overall
relationship between Transforming Structures and Processes and communities/individuals. This is
the context — or governance structure — that confers legitimacy on different organisations and
provides the framework within which they operate.

The following general ideas — drawn from work in progress at 1IED — may be useful when thinking
about both governance and the individual structures and processes that affect livelihoods.

Roles: Who (which organisations) actually does what? (i.e. reality as opposed to theory)
Responsibilities: What responsibilities do different organisations have? Is there adequate
responsibility at lower levels and outside formal structures? How are responsibilities established
and enforced? Are they reflected in policy/legislation?

Rights: How aware are different groups/organisations of their basic human and political rights?
Do given groups have other rights (including rights to collect revenue)? Are these commensurate
with responsibilities? How are they enforced/safeguarded?

Relations: What is the current state of relations between different groups? How do policies
(and the bodies that make them) relate to legislation (and the bodies that implement this)?

It is always important to think beyond the state of the structures and processes themselves to the
effect that these have on the livelihoods of different groups.

Relationships within the framework

The influence of Transforming Structures and Processes extends throughout the framework:

There is direct feedback to the Vulnerability Context. Processes (policies), established and
implemented through structures, affect trends both directly (e.g. fiscal policy/economic trends)
and indirectly (e.g. health policy/population trends). They can also help cushion the impact of
external shocks (e.g. policy on drought relief and the density of relief providing agencies). Other types
of processes are also important. For example, well-functioning markets can help reduce the effects of
seasonality by facilitating inter-area trade.

Institutions can absolutely restrict people’s choice of Livelihood Strategies (e.g. in rigid caste
systems). More common are policies and regulations that affect the attractiveness of particular
livelihood choices through their impact upon expected returns.

There may also be a direct impact on Livelihood Outcomes. Responsive political structures that
implement pro-poor policies, including extending social services into the areas in which the poor
live, can significantly increase people’s sense of well-being. They can promote awareness of
rights and a sense of self-control. They can also help reduce vulnerability through the provision of
social safety nets. Relationships between various policies and the sustainability of resource use
are complex and sometimes quite significant.

These Guidance Sheets aim to stimulate reflection and learning.

Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk

Governance has much to do
with the two-way ‘influence
& access’ arrows between
people’s assets and
Transforming Structures and
Processes.
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A priority for future work will

be to develop both:

e abetter understanding of
overall governance
structures and their effect
on livelihoods; and

e better ways to understand
the relationships between
the micro and the macro to
enable us to pinpoint, with
confidence, where
constraints to the
development of more
sustainable livelihoods lie.
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Farmers make their cultivation
choices based upon a number
of factors, including the
availability of germplasm. If
they are purchasing
germplasm, their choice will
be limited to the varieties
stocked by local traders.
These, in turn, will depend
upon the R&D choices made
by giant, multinational seed
companies. Farmers are
therefore affected by the
actions of both local and very
distant private organisations.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

STRUCTURES

What are structures?

Structures in the framework are the hardware — the organisations, both private and public — that set
and implement policy and legislation, deliver services, purchase, trade and perform all manner of other
functions that affect livelihoods. They draw their legitimacy from the basic governance framework.

Structures exist at various levels. This is most obvious in the case of governmental organisations. These
operate in cascading levels with varying degrees of autonomy and scope of authority, depending upon
the extent and nature of decentralisation. Private commercial organisations also operate at different
levels from the multi-national to the very local; it is not only the local level that is relevant to
livelihoods. Analysis should therefore be sensitive to the roles and responsibilities of the different
levels of structures and seek to identify those that are of greatest importance to livelihoods.

( R
Public sector Private sector
= Political (legislative) bodies at various < Commercial enterprises and
levels from local through to national corporations
« Executive agencies « Civil society/membership organisations
(ministries, departments) (of varying degrees of formality)
= Judicial bodies (courts) * NGOs (international, national, local)
= Parastatals/quasi-governmental
agencies
. J

Why are structures important?

Structures are important because they make processes function. Without legislative bodies there is
no legislation. Without courts to enforce it, legislation is meaningless. Without traders, markets
would be limited to direct trades between buyers and sellers. An absence of appropriate structures can
be a major constraint to development. This is a particular problem in remote rural areas. Many
important organisations — both private and public sector — do not reach these areas. As a result
services go undelivered, markets do not function and people’s overall vulnerability and poverty
increases. Moreover, when people do not have access to organisations of the state they often have
little knowledge of their rights and only a very limited understanding of the way in which government
functions. This disenfranchises them and makes it hard for them to exert pressure for change in the
processes (policies, legislation, etc.) that affect their livelihoods.

What can be done to build structures for the poor?

One of the most common problems in development is that Transforming Structures and Processes do
not work to the benefit of the poor. This can be a deliberate outcome driven by the failure of prevailing
—elite controlled — governance arrangements to recognise the legitimate interests of the poor. Or it
can be more accidental, the result of an evolutionary process in which the poor have played little part.

External support can help solve these problems through building structures for the poor. However,
structures on their own —without accompanying processes — have only ‘potential’ or ‘option’ value;
the two must be considered together. It is not effective to invest in building impressive organisations
if the processes that govern their activity prevent them from providing benefits to the poor. For
example, it is not a good use of money to provide capacity-building support to micro-finance
organisations if national legislation precludes the provision of financial services except by registered
banks. Likewise, it makes little sense to invest in building up networks of para-veterinarians if legislation
outlaws practice by non-registered vets. In such instances the primary, or at least simultaneous,
focus must be on processes and ensuring that these work to the benefit of the poor.



Sustainable livelihoods guidance sheets

STRUCTURES FRAMEWORK

As long as due consideration is given to processes, the following types of activity at the level of
structures can achieve positive outcomes.

Building structures that represent the poor: Membership organisations can help people to draw
down services, increase local information flows and innovation, exert influence on higher-level
structures and processes and perform numerous other functions. These can all be thought of as
dimensions of empowerment. However, capacity-building support is frequently required to ensure
that membership organisations remain representative of all their members — including the poorest
— and that they develop financial and internal management systems that facilitate effective
operation and interaction with other organisations.

Promoting reform within structures that make policy and provide services to the poor:
Increasing the responsiveness of various organisations to the poor is an important objective. Sometimes
this can be achieved through helping organisations to extend the scope of their activity. There may also
be a need for structural change within organisations (e.g. decentralisation, rationalisation of departments,
etc.). More often it is a question of facilitating change in the way that organisations operate, their
organisational behaviour, reward systems and culture —i.e. processes rather than structures.
Providing support to the establishment or expansion of scope of private sector organisations:
Competitive markets are valued for their economic efficiency and ‘built in” responsiveness to
clients. But they will not function in the absence of traders (individuals and organisations). Where
missing markets seem to be a particular constraint, it may be appropriate to provide short-term
support (information, start-up finance, training, etc.) to certain types of private sector organisation
to stimulate their development.

Supporting joint forums for decision-making and action: There are many dangers associated
with the creation of entirely new organisations. However, it can be important to support the
establishment and operation of new forums that bring together existing interests and organisations.
Such forums may be problem-oriented and temporary (e.g. if they are formed to resolve a particular
conflict) or more lasting (e.g. if they oversee common resource management). Problem-oriented
organisations may also develop into more permanent bodies if are successful and gain the trust of
local people.

What type of information is required to analyse structures?

Itis relatively straightforward — though time-consuming — to analyse through observation and survey
which structures exist and what they do. What is more difficult to understand is how different structures
relate to each other (the processes that govern their interactions) and how, in conjunction with
various processes, they impact upon the poor, and vice versa.

Depending upon the importance attributed to various structures it may be important to understand
their:

legal/constitutional basis, authority and jurisdiction (including degree of decentralisation);
membership/ownership structure;

leadership/management structure;

objectives and activities;

financial basis (sustainability); and

geographic location/extent.

At the same time it is obviously important to understand how they operate (processes), the extent to
which they are held in popular trust and the nature of their relations with other structures.

This type of information is required in order to establish whether and how existing structures can act
as building blocks for the promotion of the interests of the poor.

These Guidance Sheets aim to stimulate reflection and learning.

Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk

In some cases appropriate
membership organisations may
not exist, in which case they
can be externally catalysed,
though this can create
problems of unsustainability
and dependence and is usually
best avoided.

At various times and in various
places, private sector —
particularly civil society —
organisations have been either
ignored or outlawed. As a
result, many of the private
sector organisations that exist
now are quite ‘young’, under-
developed and rather informal.
This can make them more
difficult to understand.
However, it may also mean
that they have significant
unrealised potential to
contribute to livelihoods.
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PROCESSES

What are processes?

If structures can be thought of as hardware, processes can be thought of as software. They determine
the way in which structures — and individuals — operate and interact. And like software, they are both
crucial and complex: not only are there many types of processes operating at a variety of different
levels, but there is also overlap and conflict between them. The box shows just some of the transforming
processes of importance to livelihoods.

( R

Policies Legislation Institutions Culture Power Relations

* Macro * International * Markets = Societal norms - Age

e Sectoral agreements e |Institutions that and beliefs e Gender

e Redistributive e Domestic regulate access e Caste

* Regulatory to assets e Class

* ‘Rules of game’
within structures
J

When people engage in market
transactions they have certain
expectations of how different
parties will behave. Markets
cannot function in the absence
of this reliability (and
associated sanctions for those
who ‘break the rules’).

It may sometimes be in the
interests of the poor to
substitute ‘formal’ processes
for ‘informal’ ones, extending
the reach of the state into new
areas (for example, when a
government enacts legislation
on equal opportunities or
gender discrimination or when
customary land tenure
arrangements are superseded
by formal legislation). Before
such changes are made, the
impact on livelihoods of
existing arrangements should
be fully understood — formal is
not always better.

e Policies inform the development of new legislation and provide a framework for the actions of
public sector implementing agencies and their sub-contractors.

= Institutions have been variously defined as the ‘rules of the game’, ‘standard operating practices’,

‘routines, conventions and customs’ or ‘the way things are done’ They are informal practices that

structure relationships and make the behaviour of organisations somewhat predictable. Thus,

informal arrangements on land access are institutions, as are markets. ‘Rules of the game’ operate

both within structures and in interactions between structures.

Institutions are embedded in and develop out of the culture of communities or larger societies.

= This culture will often include widely recognised hierarchies of power relations that confer a
particular status on people and constrain their behaviour and opportunities according to factors
that are essentially out of their control (age, gender, etc.).

Why are processes important?

Processes are important to every aspect of livelihoods — these are just some examples.

= They provide the incentives — from markets through cultural constraints to coercion — that stimulate
people to make particular choices (about which livelihood strategy to pursue, where to pursue it,
how much to invest in different types of livelihood assets, how to manage a resource, etc.).

= They grant — or deny — access to assets.

= They enable people to transform one type of asset into another (through markets).

= They have a strong influence on inter-personal relations — how different groups treat each other.

One of the main problems faced by the poor is that the processes that frame their livelihoods systematically
restrict them and their opportunities for advancement. This is a characteristic of social exclusion and
it is one reason why it is so important that governments adopt pro-poor policies. If higher-level policy
is genuinely pro-poor and designed to protect the rights of excluded minorities, this may in time filter
down and influence not only legislation but also less formal processes.

What can be done to build processes for the poor?

The fact that processes can ‘transform’ livelihoods makes them a key focus for donor activity. The aim
is to build or reform policies, laws and institutions (culture is not an area for direct donor activity) so
that they provide better opportunities for the poor.
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This may entail, amongst other things:

= providing information to support a more pro-poor policy-making process;

= deepening and strengthening the contact between the poor and policy makers (reinforcing the
arrow that runs from the asset pentagon towards Transforming Structures and Processes);

= supporting participatory processes of policy formulation; ‘

< increasing the accountability and transparency of public decision-making (a key objective of H
decentralisation, also achieved by separating delivery from the regulation and financing of services); N T, fl 1 S

= assisting with the planning, drafting and implementation of legislation of importance to the poor | 'g uencel &
(e.g. land tenure legislation); L _ac‘fss_j P

. . N - . . P F
= promoting the adoption of redistributive policies and the establishment of social safety nets that '

T

w

directly benefit the poor;

= promoting the expansion of fair and competitive markets;

= providing support to help local organisations adopt pro-poor ways of operating; and

= improving the institutional context of private decision-making (reducing risk, streamlining
regulation, ensuring fairness, etc.).

One comprehensive means of addressing problems in this area is through sector programmes. The
potential of these to benefit the poor has not yet been fully realised. While their intentions may be very
good, they can become too concerned with the structures that execute processes and fail to ensure
that the processes themselves adequately represent the interests of the poor.

Amongst other things, sector programmes are concerned with defining the appropriate role of the state
and helping it to execute this role better. This improves the efficiency of public sector management. It
also helps to promote markets both directly (the state has a role in facilitating markets) and indirectly
(as the state retreats from areas of the market in which there is no justification for it to remain).

Markets can provide enormous opportunities for poor people (think, for example, of the production
boom when Chinese agriculture was liberalised), but they can also discriminate against the interests
of poor people. Local culture frequently prevents women from accessing markets and markets often
fail to reach the poorest rural areas, thereby further marginalising them. Donors may be able to help
address this problem by both supporting the extension of structures into remote areas and reducing the
costs associated with market development (standardising weights and measures, helping to make
financial regulations more conducive to trading, etc.).

What type of information is required to analyse processes?

In order to understand the impact of existing processes on livelihoods, it is necessary to be able to trace
through the effects of given processes on particular groups. The understanding gained through this
analysis will then assist with the development of more effective processes, if this is a priority. Analysis of processes should be

Analysis of policies and legislation is complicated by the need to know: selective, casting a wide net at
= what is written in statute books; the outset and then - with the
 what the intended effects of policies and associated laws are; and help of participatory exercises
= what happens in practice. with various groups of local
people - homing in on key

Some policies and legislation — including some of governments’ more impressive pronouncements - ,
areas for more in-depth work.

are never acted upon or are not enforced. In other cases they may have perverse outcomes (e.g.
legislation preventing tree-felling may reduce the amount of trees planted, changes in factor prices
under adjustment policies may not have the expected impact on production). Unless this is known, it
will not be easy to think about the effects of processes on livelihoods and whether change is a priority.

Further work is required to develop more effective methodologies for analysing policies, their effects

on livelihoods and how they themselves are influenced by what happens at local level.

These Guidance Sheets aim to stimulate reflection and learning. April 1999
Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk
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Some versions of livelihoods
analysis use the term ‘adaptive
strategies’ instead of ‘livelihood
strategies: Adaptive strategies
are distinguished from ‘coping
strategies’ adopted in times of
crisis.

The more choice and flexibility
that people have in their
livelihood strategies, the
greater their ability to
withstand — or adapt to — the
shocks and stresses of the
Vulnerability Context.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

LIVELIHOOD STRATEGIES

The livelihoods approach seeks to promote choice, opportunity and diversity. This is nowhere more
apparent than in its treatment of livelihood strategies — the overarching term used to denote the range
and combination of activities and choices that people make/undertake in order to achieve their
livelihood goals (including productive activities, investment strategies, reproductive choices, etc.).

Diversity, straddling and linkages

Recent studies have drawn attention to the enormous diversity of livelihood strategies at every level —
within geographic areas, across sectors, within households and over time. This is not a question of
people moving from one form of employment or ‘own-account’ activity (farming, fishing) to another.
Rather, it is a dynamic process in which they combine activities to meet their various needs at different
times. A common manifestation of this at the household level is ‘straddling’ whereby different members
of the household live and work in different places, temporarily (e.g. seasonal migration) or permanently.

Social patterns such as this clearly complicate analysis and underline the importance of viewing
households and communities within their wider context. Since goods, financial resources and people
are all mobile, an accurate picture of livelihoods cannot be gained if artificial boundaries are drawn.
Thus links between urban and rural centres will need to be explored, as will the implications for
decision-making and asset usage of split families .

What can be done to assist poor people with their livelihood strategies?

In the past rural people were essentially viewed as farmers, foresters or fisherfolk and urban people
were generally considered to be wage labourers seeking employment or participants in the “informal
sector: Development efforts sought to improve the services and opportunities available to these categories
of people. The sustainable livelihoods approach, by contrast, seeks to develop an understanding of the
factors that lie behind people’s choice of livelihood strategy and then to reinforce the positive aspects
(factors which promote choice and flexibility) and mitigate the constraints or negative influences. It
does not try to promote any given livelihood strategy simply because the “raw materials’ (e.g. forests,
land, employment opportunities) for this exist.

This expansion of choice and value is important because it provides people with opportunities for self-
determination and the flexibility to adapt over time. It is most likely to be achieved by working to
improve poor people’s access to assets — the building blocks for livelihood strategies — and to make the
structures and processes that ‘transform’ these into livelihood outcomes more responsive to their
needs.

Access to assets

People’s access to different levels and combinations of assets is probably the major influence on their
choice of livelihood strategies. Some activities require, for example:

= particular skills or may be very labour intensive (high levels of human capital required);

« start-up (financial) capital or good physical infrastructure for the transport of goods (physical capital);
= acertain type/level of natural capital as the basis for production; or

= access to a given group of people achievable only though existing social connections (social capital).

Different livelihood activities have different requirements, but the general principle is that those who
are amply endowed with assets are more likely to be able to make positive livelihood choices. That is,
they will be choosing from a range of options in order to maximise their achievement of positive
livelihood outcomes, rather than being forced into any given strategy because it is their only option.

Structures and Processes

Transforming Structures and Processes can reinforce positive choices. If they function well, they will
facilitate mobility in labour markets and reduce risk and the transaction costs associated with embarking

This sheet draws on the work of Frank Ellis at UEA.
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upon new ventures. They can also increase the efficiency of investment. However, in other cases they
can act as a major constraint to choice, restricting access (e.g. in the case of rigid caste systems or
state-dominated marketing systems), reducing the mobility of goods and labour and manipulating
returns to given activities to make them more or less attractive (e.g. heavy-handed pricing policies).
Under such circumstances, people might be viewed as making ‘negative choices’ as to their livelihood
strategies, or they may have no choice at all. Effort in this area should therefore focus on turning the
negative into positive — widening choice, reducing costs and extending access.

Strategies are intimately
connected with people’s
objectives — the beneficial
Livelihood Outcomes that they
seek.

What type of information is required to analyse livelihood strategies?

It is very important that preconceptions about what the poor do —what their livelihood strategies are
—should be put aside. It has been common in the past to make untested assumptions about the poor,
and as a consequence, to misdirect support (e.g. supporting agriculture on the assumption that most
of the poor are farmers, when the poorest of the poor may be wage labourers outside agriculture).

The following types of issues are important when thinking about livelihood strategies.

= What does the livelihood ‘portfolio’ of different social groups look like (percentage of income from
different sources, amount of time and resources devoted to each activity by different household
members, etc.)? IDS has developed a useful

< How and why is this changing over time? (Changes may be, for example: long-term, inresponseto  checklist of questions about
external environmental change; medium-term as part of the domestic cycle; or short-term in  livelihood strategies.
response to new opportunities or threats.) e Sequencing — what is the

= How long-term is people’s outlook? Are they investing in assets for the future (saving)? If so, which starting point for

types of assets are a priority?

How ‘positive’ are the choices that people are making? (e.g. would people migrate seasonally if
there were income earning opportunities available closer to home or if they were not saddled with
unpayable debt? are they ‘bonded’ in any way? are women able to make their own choices or are
they constrained by family pressure/local custom?)

Which combinations of activities appear to be ‘working’ best? Is there any discernible pattern of
activities adopted by those who have managed to escape from poverty?

Which livelihood objectives are not achievable through current livelihood strategies?

As always, it is important to take a socially differentiated view of livelihood strategies in order to focus
support in the most appropriate area. This means thinking about variations in livelihoods strategies
between different social groups, why these exist and what effect they have.

Caveat: Competing livelihood strategies

One of the many problems of development is that projects while favouring some, can disadvantage
others. When considering livelihood strategies it is important to recognise that people compete (for
jobs, for markets, to secure better prices, etc.). This makes it difficult for everyone to achieve simultaneous
improvements in their livelihoods.

The sustainable livelihoods approach values social sustainability, inclusion and equity and prioritises the
interests of the poor. But the poor are themselves a heterogeneous, and internally competitive, grouping.

There is no ‘solution’ to this problem. However, its existence does underscore the importance of:

extending choice and opportunities for the poor and building up their ability to take advantage of
these opportunities (through building capital assets) while leaving them to make the final choice
of what they will do; and

thinking about safety nets for those who remain unable to achieve their livelihood objectives in
what will always be a competitive environment.

These Guidance Sheets aim to stimulate reflection and learning.

Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk

successfully establishing a
particular livelihood
strategy? Is one type of
resource essential?
Clustering —is there a
clustering of particular
livelihood assets associated
with particular livelihood
strategies?

Trade-offs — in pursuing a
particular portfolio of
livelihood strategies, what
are the trade-offs faced by
different people with access
to different assets?

Adapted from: Scoones, I. (1998)
Sustainable rural livelihoods: A

framework for analysis. IDS Working
Paper 72. Brighton: IDS.
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Why are livelihood
outcomes important?
Livelihood outcomes are
important because they help us
to understand:

e the ‘output’ of the current
configuration of factors
within the livelihoods
framework (a first step to
understanding the nature of
causality);

- what motivates people to
behave as they do;

e what their priorities are
(as a basis for planning
support activities);

e how they are likely to
respond to new
opportunities; and

e which performance
indicators should be used to
assess support activity.

The right to ‘a standard of living
adequate for health and well-
being, including food and
housing’ is enshrined in
international agreements. It is
not, however, achieved for
many of the poor whose
primary day-to-day objective
continues to be to secure
enough food to eat.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

LIVELIHOOD OUTCOMES

Livelihood Outcomes are the achievements or outputs of Livelihood Strategies. Once again, the important
idea associated with this component of the framework is that we, as outsiders, investigate, observe
and listen, rather than jumping to quick conclusions or making hasty judgements about the exact
nature of the outcomes that people pursue. In particular, we should not assume that people are
entirely dedicated to maximising their income. Rather, we should recognise and seek to understand
the richness of potential livelihood goals. This, in turn, will help us to understand people’s priorities,
why they do what they do, and where the major constraints lie.

Terminology: Outcomes not objectives

In the framework the term ‘outcomes’ is used in preference to ‘objectives’ for two main reasons.

= Sustainability: The framework provides a way of thinking about livelihoods and tries to promote
responsiveness. However, it also has a normative dimension: DFID’s objective is to promote sustainable
livelihoods (sheet 1.4 investigates the various dimensions of sustainability). The difficulty is that this
broad sustainability objective is unlikely to be shared by all those involved. Hence the Livelihood
Outcomes component of the framework is something of a hybrid, combining the aims of both DFID
and its clients. Using the term ‘objectives’ would raise the question of ‘whose objectives?’ while the
term ‘outcome’ is more neutral and encourages us to focus on what actually happens.

= Achievement-orientation: The framework is not just an analytical tool. It is intended to provide
the basis for action. Thinking about ‘objectives’ can be descriptively interesting. Thinking about
outcomes focuses attention on achievements, the development of indicators and progress in
poverty elimination.

What are livelihood outcomes?

The livelihood outcomes that appear in the generic framework are effectively categories introduced to

make this section of the framework manageable. Each one may or may not be relevant in any given

situation — this can only be established through participatory enquiry.

< More income: Although income measures of poverty have been much criticised, people certainly
continue to seek a simple increase in net returns to the activities they undertake and overall
increases in the amount of money coming into the household (or their own pocket). Increased
income also relates to the idea of the economic sustainability of livelihoods.

= Increased well-being: In addition to income and things that money can buy, people value non-
material goods. Their sense of well-being is affected by numerous factors, possibly including: their
self-esteem, sense of control and inclusion, physical security of household members, their health
status, access to services, political enfranchisement, maintenance of their cultural heritage, etc.

* Reduced vulnerability: Poor people are often forced to live very precariously, with no cushion
against the adverse effects of the Vulnerability Context; their livelihoods are to all intents and
purposes unsustainable. For such people, reducing their vulnerability to the downside and
increasing the overall social sustainability of their livelihoods may well take precedence over
seeking to maximise the upside.

< Improved food security: Food insecurity is a core dimension of vulnerability. It appears as a
separate category in the framework in order to emphasise its fundamental importance, and because
this helps to locate the activities of those governments and donors that focus on food security. It is
also worth noting that participatory poverty assessments have shown hunger and dietary inadequacy
to be a distinct dimension of deprivation.

= More sustainable use of the natural resource base: Environmental sustainability, or sustainability
of the natural resource base, is not the only dimension of sustainability that is important to DFID.
However, it is a major concern that is not adequately captured in the other livelihood outcome
categories. Although often viewed as a donor objective, it is of course shared by many who
recognise the long-term benefits of prudent resource use.
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Trade-offs between livelihood outcomes

One of the main difficulties with this part of the framework is that livelihood outcomes are not necessarily
coherent and are certainly incommensurable. It is hard to weigh up the relative value of increased
well-being as opposed to increased income, but this is the type of decision that people must make
every day when deciding which strategies to adopt.

There may also be conflict between livelihood outcomes. An obvious example is when increased
income for particular groups is achieved through practices that are detrimental to the natural
resource base. Or perhaps different family members prioritise different livelihood objectives — some
seeking to reduce vulnerability, while others seek to maximise income streams. The framework does
not offer any answers to these dilemmas but does provide a structure for thinking them through,
considering how they affect other aspects of livelihoods (e.g. strategies adopted) and perhaps
coming to a mutually acceptable ‘solution

Outcomes as a basis for indicator development

The sustainable livelihoods approach is about supporting people to achieve their own livelihood
goals (with the proviso about sustainability). Livelihoods programmes should therefore be judged on
whether they contribute to the achievement of the livelihood outcomes that people consider
important. One way of ensuring this is to negotiate indicators with particular groups and to draw
these groups into monitoring processes. Care should also be taken to observe unplanned changes
associated with development activity (for example, changes in social relations, accumulation or
loss of assets by particular groups, etc.).

There are, though, several difficulties in this area, including that:

« different outcomes may conflict (as above);

= some outcomes (such as increased well-being) may be extremely difficult to translate into
monitorable indicators; and

= itishard to ensure objective monitoring of impact by groups with different interests, especially
when they themselves do not prioritise a given outcome (e.g. environmental sustainability).

As always with development activity, it is hard to achieve an adequate understanding of the nature
of causality, though the comprehensive approach of the livelihoods framework may provide some
assistance here.

What information is required to analyse livelihood outcomes?

When thinking about Livelihood Outcomes, it is important to understand not only the aims of
particular groups but also the extent to which these are already being achieved. If certain social
groups are systematically failing to achieve their aims, it may be because their aims conflict with
the aims of other, more powerful groups. Or it may be because they do not have the means (assets)
to achieve them. This distinction will help inform activity in support of the weaker groups.

Assessing non-tangible outcomes, that may be very subjective and private, is a challenge. When

thinking about well-being, for example, the following types of issues might be important:

- Towhat extent are people aware of their rights (political, human, social, and economic)?

= Do they have any access to means of ensuring that their rights are met?

= How ‘secure’ (against physical damage, violence, seizure by the state, natural and economic
shocks, etc.) are people and their assets?

= What sources of information are open to people? How high is the quality of that information?

- Towhat extent are particular groups represented within the political process?

« How good is the access of different groups to core services (e.g. education, sanitation, health)?

For all issues it will be important to investigate what the current situation is, how it is changing over
time, and whether securing change is a priority for local people.

These Guidance Sheets aim to stimulate reflection and learning.
Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk

There is a close relationship —
note the feedback arrow in the
framework — between
Livelihood Outcomes and
Livelihood Assets, the two
being linked through Livelihood
Strategies. For example, a
person may choose to reinvest
most or all of any increased
income in assets, with a view
to catalysing a virtuous circle
of asset accumulation and
increased income.

Following sections of the
Guidance Sheets will address
issues of indicator development
and monitoring in more detail.
This is certainly an area that
requires further work.

Participatory poverty
assessments provide some
important lessons about the
wide range of people’s
objectives and how best to
gather reliable information on
these.

April 1999
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Sometimes the plural ‘SL
approaches’ is used — instead
of ‘SL approach’ — to signify
that there is no fixed way of
doing things. There are many
ways of addressing
development concerns while
remaining true to the core
concepts that underpin the SL
approach (see 1.3). The SL
framework is one of a variety of
tools available to help
implement the SL approach.

In the SL context, the term
‘macro—micro links’ is used to
denote the multiple and
complex relationships between
what goes on at local level
(household, community or
neighbourhood) and broader-
scale factors operating at
district, national and
international levels.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

OVERVIEW

Although the SL approach is fairly new and still evolving, it has already been applied flexibly in a wide
variety of ways to assist with poverty reduction efforts. This section of the Guidance Sheets covers
different uses of the SL approach, exploring concerns and preliminary lessons learned.

Livelihoods analysis

Applications of the SL approach are underpinned by broad SL principles (see 1.3). Most uses draw on
some form of livelihoods analysis to assess how development activities ‘fit’ with the livelihoods of the
poor. There are no set rules for conducting livelihoods analysis, but the main aim is to gain a more
informed understanding of the livelihoods of different stakeholder groups, and the major influences
that shape them. Usually, the SL framework is used as a checklist or means of structuring ideas, in
combination with a range of other tools and methods (see Section 4). It is always essential to go
beyond a static snapshot to explore trends over time, and how people adapt to these. It is also critical
to explore key constraints to livelihood enhancement.

There are two approaches to doing this:
1. Undertake or commission a specific livelihoods analysis.

2. Synthesise findings from more conventional technical studies. This requires additional inputs at
the beginning and end of the process, as shown below.

Each team member prepares
his/her own report:
conventional methods,
findings tailored to SL issues

An analytical coordinator
distils findings about
SLissues

Familiarise cross-sectoral
team with SL perspectives

y

What difference does SL make?

The SL approach is not a magic bullet, nor is it a discretely defined way of working that is separate from
and contrasts with other approaches. Instead it builds on other approaches and on development good
practice. This means that it is sometimes difficult to ascribe benefits or difficulties specifically to the
use of the SL approach, though experience so far has shown that the approach does have a positive
impact on poverty reduction efforts. The SL approach shifts the focus from outputs to people and
demands exploration of poor people’s own priorities. It forces questioning of assumptions and
consideration of the broader context, particularly macro—micro links. It also demands and facilitates
cross-sectoral analysis. Although resulting projects and programmes may appear to be similar in form
to ‘conventional’ projects or programmes, the links between development activity and poverty reduction
—achieved through improving the sustainability of livelihoods — should be much clearer, and activities
should therefore be more carefully tuned.

At what stage should SL be used?

SL approaches can be used in the identification of development priorities and new activities (sheets
3.2:and 3.3). They can also be usefully applied to reviews of current activities that were not designed
with SL principles in mind, helping to identify problems such as an undue focus on physical outputs
(e.g. trees, roads, wells) or sectoral objectives (e.g. revenues, markets), at the expense of a broader
focus on livelihood improvement and poverty reduction (see 3.4). Within projects/programmes, they
can be used to sharpen the focus of monitoring and evaluation systems (see 3.5) and in the development
of log frames (see 3.6).

Other existing uses include research and providing a structure for teaching and writing about
development issues.
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OVERVIEW USES

Is SL relevant at both field level and policy level?

SL approaches can be used to inform activity at both field and policy level. SL analysis highlights the

importance of macro—micro links: how policies, institutions and various levels of government and

non-government organisations affect people’s lives in multiple ways, and the extent to which people

themselves can influence these structures and processes. The SL framework prompts exploratory  See 4.11 for methods to help
thinking around these effects, helping to understand which particular components of livelihoods are  understand policies,

most affected. It can also signal the need for further analysis of particular factors. This ‘people-centred’  institutions and governance
perspective on policies and institutions is vital when planning pro-poor policy change and structural ~ factors.

reform.

How does SL affect partnerships?

A key concern when using an SL approach is how to share this with partners, and how to ensure that

the ideas build upon partners’ accumulated knowledge. Most important is to avoid imposing the  Several of DFID’s partners
approach; ownership of livelihoods analysis should be built up over time and decisions about entry ~ have already adopted

points made with partners. It may also be important to provide support to enable otherstousean SL ~ approaches similar to the SL

approach effectively, and to help them combine this with their existing tools and ideas. approach, providing important
opportunities for

There is invariably a compromise between fitting with partners’ own objectives and mandate —which .
collaboration.

are often strictly sectoral — and adopting a ‘purist’ SL approach. The key to dealing with this is
flexibility; in some cases the SL framework has been successfully shared with partners, in othersitis  For further details of various partners’
kept as a mental checklist. More often, the principles are shared as part of the process of partnership ~ aPproaches, see Livelihoods
. . . .. Approaches Compared on the

development. This process will vary according to the nature of the partner organisation. website: www.livelihoods.org
 Partnerships with organisations that have cross-portfolio responsibilities (such as planning and

finance ministries or poverty units) can help achieve acceptance of SL ideas. However, the

implementation mandate of such bodies tends to be limited, making ‘local level’ partnerships (e.g.

with local government or civil society organisations) important for implementation.
» Sometimes multiple partnerships are formed as an effective way to build on the strengths of each

partner. However, this may generate new difficulties for coordination and consensus building.
 Single sector partnerships are often the most practical route forward, given institutional strengths

and the merit of building on past relationships. In such partnerships it is important to think in

terms of strengthening the sector’s overall contribution to livelihood improvement and poverty

elimination. A first step is to base sectoral action more firmly on an holistic and open-minded

understanding of livelihood priorities. If this implies significant reform, it is important to identify

and support champions of change.

An important objective is to identify and engage with agencies that have an interest in and capacity
to implement SL approaches on a wider scale — to mainstream SL not just replicate it through additional
donor-financed projects. The SL dialogue itself may help reveal which agencies, and individuals
within them, are open to such change.

Implications for scale, scope and resources

Use of an SL approach generally implies the need for more information, analysis and effort to

share new ideas with partners or seek new partners. It may also call for a widening in the scope of a

project or programme to address linkages. Costs may rise as new skills are required in addition to

conventional inputs and skills. SL is in many ways a tool for integrating existing best practice from  See 4.2 for further discussion
different fields; best practice is rarely the easiest or the cheapest practice. While some increase in - of scale and scope.

costs can be expected, it is clearly important to monitor and control cost increases. Users should

not seek ‘perfect’ information but should be guided by necessity. Information sharing is also an important

way to limit costs. In particular, there are strong opportunities for linking the output of the latest

participatory poverty assessments with livelihoods analysis.

These Guidance Sheets aim to stimulate reflection and learning. February 2000
Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk
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A programme is a set of
activities designed to achieve a
specific purpose. The term may
describe a mix of projects,
training and capacity building,
budgetary support and policy
dialogue. A programme may
focus on a region (such as
southern Africa), a country, or
an area within a country. It may
be multi-sectoral or focus on a
single sector.

Strategic Environmental
Assessment (see 4.4) is a new
tool that can help assess the
cumulative environmental
impact of a series of
programme components,
thereby helping to ensure that
sustainability issues are not
neglected.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

PROGRAMME IDENTIFICATION AND DESIGN 3.2

The SL approach is often viewed as particularly appropriate for grassroots initiatives; where communities
are relatively small and homogenous, livelinoods analysis can accurately identify key constraints and
opportunities. When dealing at the programme level — which typically involves a large constituency
with a broad range of activities — the SL approach has a different contribution to make.

How will SL affect programme design?

Poverty reduction pogrammes that are informed by an SL approach are likely to embrace SL principles

and draw on some form of livelihoods analysis. In practice, this is likely to mean:

« Explicitly relating programme outputs to improved livelihood outcomes (not just to resources
or sectoral outputs — yields, clinics, staffing, etc.).
Exploring and addressing the multiple factors that influence livelihood quality, without
prematurely limiting analysis. This is facilitated by use of the non-sectoral SL framework that
explicitly highlights the central impact on livelihoods of policy and institutional issues.

« Incorporating principles of flexibility and responsiveness to people’s changing needs (through,
for example, adopting process approaches and conducting periodic participatory reviews).

e Seeking partners that can embrace and ‘mainstream’ an SL approach in wider work.

Use of an SL approach does not necessarily lead to new ‘livelihoods programmes’ The approach
can just as well be used to reorient existing programmes to produce better livelihood outcomes.

Why use SL for programme design?

Although an SL approach can make planning more complex, it also facilitates effective design
and promotes use of existing best practice. The SL framework provides a tool for assessing — and
enhancing — the ‘fit’ between planned activities and poor people’s livelihood priorities. While detailed
SL analysis is not generally appropriate for broad geographical or sectoral programmes, use of the SL
framework can still help in ‘thinking through’ the chain of causality from programme activities to
changes in livelihoods. An SL approach can also enhance the coherence between disparate activities
within a programme. Table 1 summarises strengths and challenges.

Ways of using SL

livelihood enhancement.

partnership opportunities.

payoff, priority entry points.

Table 1. Uses, advantages and challenges of SL in programme design

Identify explicit links between
programme activities and livelihood
priorities of the poor. Adapt the former
to the latter and ensure coherence.

Identify and discuss policy constraints to

Conduct broad-brush livelihoods analysis
to feed into reform of sector policy.

Build on SL analysis to identify new

Use SL framework to help identify high-

Advantages Challenges
More effective contribution to lives Takes resources to do the analysis.
of target groups. Not all partners have equal commitment to

poverty elimination.

Promotes systematic exploration of the
main ways in which policies affect
livelihoods.

Requires in-depth analysis of policies and
institutions, using tools other than the SL
framework.

Encourages people-orientation and
better cross-sectoral links.

Proponents of sector approaches and SL may
start from different perspectives — need to
explore the overlap.

SL approaches can facilitate dialogue,
provide a common ‘language’

Partners may be sceptical at first. May
require significant capacity building.

Helps ensure open-minded analysis of
options and appropriate sequencing.

Other tools required for prioritisation.
Sequencing issues often poorly understood. )
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PROGRAMME IDENTIFICATION AND DESIGN USES

Is SL a useful way of bringing a poverty focus to policy issues?

Policies, legislation and institutions play a fundamental role in shaping livelihoods. An SL approach can
be used by donors and their partners to build this into in their programmes in three ways:

To highlight the influence of policies, institutions and legislation and the importance of reform. The SL
framework stimulates users to identify how these factors affect key livelihood variables. Underlying SL
principles stress the importance of understanding and promoting effective macro-micro links.

To provide a common language for policy dialogue and cross-sectoral discussion. A shared
understanding of the SL framework and terminology can facilitate discussion of policy issues with
partners and between sectors. SL language does not ‘replace’ other vocabularies (e.g. of gender,
social exclusion), but it can provide a comprehensive organising framework for discussions of
poverty and the shared commitment to eliminating this.

To encourage a more people-focused approach to policy. An SL approach can help policy-makers to
view policy change from a people perspective. It can also highlight the need for broad consultation
on policy issues, particularly with the poor.

The limits of SL at policy level must also be recognised:

Detailed analysis of livelihoods across an entire country in support of national policy-making is
unlikely to be feasible, particularly given the heterogeneity of people’s circumstances.
Nevertheless, broad-brush (‘quick and dirty’) SL analysis can help to highlight weaknesses in
existing information and can inform the direction of participatory poverty assessments (PPAS).
The SL framework on its own does not provide an adequate understanding of all the important
factorsin the Policy, Institutions and Processes area. A range of other tools is needed to develop the
understanding necessary to assess and promote policy reform options (see 4.11).

The task of changing policy is not necessarily made easier by SL analysis. An SL approach, in and of
itself, cannot substitute for the political and social processes which lie behind change.

How can SL be combined with sector programmes?

Some have expressed concern that sector-wide approaches (SWAPs) are inconsistent with an SL
approach. There is certainly room for further investigation of relationships between SWAPs and
the SL approach, but the core concern seems to be misplaced (see also 1.5).

SWAPs highlight the importance of coordination and strategic planning in support of government
priorities. They tend to be built around a common commitment to a single disbursement mechanism
—the sector programme. There is no necessary conflict between this and an SL approach.

The SL approach is not, as some have feared, solely focused on grass-roots interventions. The
policy issues that feature strongly in SWAPs are also important in the SL approach. The two
can therefore be complementary, SL adding value to a SWAP by encouraging the formation of
cross-sectoral links, broader participation by stakeholders, better monitoring of the impact of
SWAPs on livelihoods at a local level and greater responsiveness to diversity.

Activities informed by an SL approach may focus on a single sector if there is adequate
understanding of how that sector contributes to the livelihoods of the poor. If the sector in
question is supported by many donors and entails a significant state-led service-delivery
component (e.g. education, health) a SWAP may be the most effective means of operationalising
the SL approach. This is one way in which SL might build on development ‘good practice’

How to determine programme priorities?

The SL framework can help to identify key constraints to livelihood enhancement, but it does not
necessarily assist in prioritisation. This is best done by drawing on existing methods and thinking about
the comparative advantage of the various partners and their commitment to poverty reduction. It also
requires the use of common sense (for example, in identifying fundamental policy constraints) and
reference back to the donor’s overall bilateral country programme.

These Guidance Sheets aim to stimulate reflection and learning.

Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk

A DFID-funded research project

is exploring the links between

urban policies/governance,

sustainable livelihoods and

poverty elimination. In

particular it asks:

« Who really makes decisions
about city managment?

* What are the outcomes of
those decisions for the poor?

* What determines household
and livelihood strategies?

» How do the poor themselves
influence policy and
governance?

See 4.4 and 4.13 for more
details on PPAs.

In Kenya, urban PPAs provided
detailed documentation of poor
people’s observations about
being poor. They gave less
information on the dynamism
of poor people’s livelihoods, the
nature of their vulnerability
and the impact of policies and
institutions.

‘Opportunities analysis’ is a
useful tool for prioritisation. It
entails arranging constraints in
order of potential poverty
impact, sequence of reform and
amenability to reform.

February 2000
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A project is a discrete funding
package, comprising an
activity or set of activities
that can contribute to — but
not necessarily achieve on its
own — a particular
development objective.

In India, DFID seized an
opportunity to strengthen the
stake of the poor in an
innovative and long-term
initiative. A large-scale
government watershed
programme was chosen as an
entry point, despite concerns
that the poor often lose out in
community-based planning
processes and that watershed
development is not necessarily
a top priority for the poor. This
was felt to be a way to enhance
positive directions of change in
a potentially significant way.

Projects should be designed to
address specific entry points. A
project that tries to do
everything will become
complex and difficult to
manage (a common failing of
Integrated Rural Development
efforts — see 1.5).

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

PLANNING NEW PROJECTS

Any proposed project is generally based on a roughly-defined group of beneficiaries. The definition
may be geographic, sectoral (e.g. producers of livestock, users of energy) or socio-economic
(e.g. women, slum dwellers); the commonality lies in the poverty elimination aim. Livelihoods analysis
helps to understand the livelihoods of the proposed beneficiaries, to define project activities and
objectives, and to sharpen or revise definitions of priority stakeholder groups.

Projects designed using an SL approach do not have to be labelled ‘livelihoods projects’, nor must they
seek to address all livelihood priorities. However, they are based upon SL principles and most use SL
analysis as a planning tool to ensure an effective focus on poverty reduction.

How to identify entry points and partners?

Initial analysis may identify many different options for supporting livelihoods. This does not mean that
new projects should embrace all aspects of livelihoods. Rather the emphasis should be on identifying
with partners and potential beneficiaries ‘best bet’ entry points that will have a significant impact on
the livelihoods of the poor. Entry points usually relate either to Livelihood Assets or to Policy, Institutions
and Processes (formerly referred to as Transforming Structures and Processes)— see 1.2, 2.3 (all
sheets) and 2.4 (both sheets).

Abalance is required between what is desirable (based upon local priorities) and what is feasible. The
SL approach requires a process of negotiation between the donor and recipients about which changes
in livelihood quality will be pursued. Project identification is therefore an iterative process.

/'[ Livelihoods analysis j\‘

Modifiy entry points through - Identify possible entry
dialogue with partners and Assess the likely points with partners and
beneficiaries success and cost beneficiaries
effectiveness of a
\ project based on these /

entry points

When prioritising entry points, it is important to draw on a range of tools (including economic appraisal
techniques), past experience, existing skills, established partnerships and opportunities to support
existing positive directions of change. Estimates should be made of indicative investment costs and
returns to different scenarios, with indications of the degree of risk involved. Without such analysis,
it is impossible to assess trade-offs between alternative uses of resources.

Flexibility and change

Holistic SL analysis may identify priorities for interventions that cut across sectors. Or it might indicate
that the most pressing constraint is in an entirely different sector to the one originally, if tentatively,
planned. This can cause problems if a particular DFID technical department is already taking the lead
on project design and has identified partners that share its sectoral interest. There is a need for
flexibility on the part of the team members. The following may be options:

» Incorporate complementary activities from other sectors into the project (e.g. DFID’s Dire Dawa
urban development programme in Ethiopia has supported the micro-credit initiatives of local
funeral and wedding societies, as well as helping to develop community infrastructure).

» Substantially revise the project plan to shift the focus to core constraints (including gradual
disengagement from allegiances with inappropriate partners).

» Make the best of the existing sectoral anchor, gradually encouraging the development of cross-
sectoral links.

» Abandon the project idea.
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Planning project activities

SL approaches aim to help projects make a more effective contribution to poverty elimination. But SL
approaches can also make designing projects more difficult and can raise hard questions about project
scope and effectiveness. Table 1 summarises the issues.

PLANNING NEW PROJECTS USES

Whichever ‘route’ is taken in
livelihoods analysis, similar
tools and methods will be used
(see Section 4).

(Table 1. Strengths and weaknesses of SL in planning new projects

Use of SL analysis to ... Advantages
Understand the priorities of poor. Helps “fit’ project activities to priorities of
the poor.

Identify links:

*  across sectors

« between field and policy level
e between urban and rural

Avoids isolationist mentality.
Helps ensure links are addressed elsewhere,
if not by project.

Generate a range of entry points. Questions traditional assumptions.

Design project activities that:

< are appropriately sequenced

e accommodate inter-community relations
and potentially conflicting interests

Provides analytical framework and structure.

Challenges
May reduce fit with donor’s intended
activity. Requires donor to be flexible.

Cannot feasibly address all issues.
Have to prioritise.

Need to prioritise.

Not necessarily useful for detailed
planning. Still need many other tools.

On the other hand, the SL framework can help structure discussion of difficult issues, including:

» assessment of what is required for interventions to benefit the poor on a large scale (ensuring there
are no major ‘gaps’ and that activities are appropriately sequenced);

 the nature of inter-community relations and the quest for win-win options for supporting the
livelihoods of different groups; and

* the balance between short-term livelihood interests and longer-term environmental concerns.

It is essential to avoid micro-planning project activities. Building in flexibility to adapt to a new
understanding of livelihoods or changing circumstances is very important.

Skills and disciplines

Sheet 3.1 suggests two approaches to livelihoods analysis: commissioning specific SL analysis or
integrating conventional analyses after the fact. An alternative may be to combine the two approaches:
an initial assessment of livelihood issues may be followed by more detailed analysis in specific areas
(some of which may not have been foreseen at the outset). This detailed analysis then feeds into the
final synthesis. In either case, conventional skills in project design remain important and team
management skills will be at a premium. Adequate time must be allocated to ensure that team
members have a common frame of reference with regard to SL issues, concepts and principles and that
partners are fully integrated into the team (see 4.7).

How does the SL approach affect the way a project looks?

Early experience suggests that new, SL-guided projects are characterised by:

» awidening of scope — in particular, more emphasis is placed on the development of social capital
and empowering the poor to gain access to other assets;

» anincrease in duration to allow for the development of more sustainable partnerships and to
achieve longer-term livelihood outcomes (and poverty reduction);

» greater use of process-type approaches and more emphasis on learning; and

 increased focus on linking macro and micro issues.

These Guidance Sheets aim to stimulate reflection and learning.
Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk

Project activities are not an end
in themselves, but are a means
of achieving a sustainable
reduction in poverty. Projects
need to be flexible so that new
opportunities are identified and
acted upon as they arise (see
3.6 for a discussion of process
projects).

The DFID guidance manual on
water supply and sanitation has
sector perspectives on social
development, health,
environment, sustainability,
economics, finance,
institutions and technology. It
has been designed to help DFID
staff —and project partners
from varied disciplines —
familiarise themselves with
cross-cutting SL issues.

February 2000
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An SL review of the Namibian
tourism sector provided a
useful contrast to conventional
tourism sector analyses. These
usually focus either on local
cash and jobs (but not other
aspects of livelihoods) or on
ecological impacts or on foreign
exchange contribution.

There is generally a trade-off
between timeliness of
information and certainty of
results. Though the impact of
project activities on livelihoods
may become apparent early
on, it may not be possible to
measure this impact for some
time. But this may be too late
for project reorientation.

Livelihoods and social analysis
in urban areas shows that
gender discrimination, informal
power structures, lack of time
and unusual work hours (e.g.
for rubbish picking) can affect
people’s ability to participate.
In an urban project in Zambia,
greater participation has been
encourged through the
establishment of gender
support groups. In Faisalabad,
Pakistan, women-only adult
literacy classes and financial
services groups have provided
the space to develop
confidence and negotiating
skills.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

REVIEWING EXISTING ACTIVITIES

An SL approach can be applied to review existing projects and programmes, even if these were not
originally designed using an explicit SL approach. A livelihoods review brings a new perspective. It
provides an opportunity to stand back and explore how a project or programme is affecting the
livelihoods of the poor, and to see how these impacts can be enhanced. There is no set approach, but
such a review should aim to shed light on:
the ways in which project/programme activities are directly and indirectly affecting people’s
livelihoods and the context that shapes them;
whether people’s own livelihood priorities are being addressed;
how people’s livelihood strategies are affecting their participation in and benefit from the project
or programme; and
* how activities can be adapted to enhance livelihood impacts for target groups while remaining
consistent with the overall project purpose.

How does this differ from normal monitoring?

Monitoring and evaluation (M&E) usually measures progress towards the outputs and purpose in a
project log frame (see 3.6). For projects not designed using an SL approach, a livelihoods review will go
beyond log frame targets to address livelihood impact. If poverty elimination appears as the overall
project goal, a livelihoods review will also provide an opportunity to revisit the poverty objective, to
assess the project’s contribution to it, and to reorient if necessary.

A wider livelihoods review may also be incorporated into ‘normal” M&E activities (see 3.5), including
output-to-purpose reviews and end-of-project impact assessments.

Key questions to explore and analyse

Even small changes in timing, location, sequencing or technical assistance may enhance a project’s
fit with livelihood priorities. Analysis of participants’ livelihoods can help answer the following questions,
leading to recommendations for change or new activities.

(i) What change is occurring at the micro level?

SL analysis will often highlight indirect, less obvious, but very important ways in which current project
activities affect livelihoods (e.g. through conflicting with or complementing other livelihood strategies).
The SL framework can be used as a checklist of issues to consider.

(ii) How do livelihood strategies influence the degree of local participation?

SL analysis (integrating stakeholder analysis — see 4. 4) should reveal why certain target groups fall
out or do not participate, and how participation can be enhanced. If involvement in project activities
is risky, requires access to specific assets or occurs at a very busy time, the poor may be excluded.
Some barriers to participation may be insurmountable; others may be reduced through changes in
operation.

(iif) How does the policy and institutional context influence livelihood impact?

SL analysis should highlight the extent to which current activities address issues of macro—micro
links. If an area-based project: is it feeding into the policy level sufficiently? If a policy-level project: is
it taking account of broad livelihood concerns and looking beyond sectoral issues? The review can also
help identify how various elements of Policy, Institutions and Processes constrain or provide opportunities
for the project, and for livelihoods more broadly.
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What are the practical implications: Methods, skills and time?

Avariety of methods is needed to gain a clear picture of the complexity of livelihoods and to determine
whether the project has been successful in reducing poverty (see Section 4). The SL framework can be
used to plan the assessment and to synthesise findings; the analysis itself must incorporate tools such
as stakeholder and gender analysis to ensure social differentiation is taken into account (see 4.3-4).
This clearly requires a multi-disciplinary team. Particularly important skills are: adapting Participatory
Rural Appraisal (PRA) to SL-type questions, combining quantitative and qualitative data (see 4.7), and
making links between local-level analysis and policy analysis. Strong analytical skills are necessary if
the review is to identify a clear direction and avoid information overload. Local staff participation will
enable a review to build on longer-term insights about the issues in question.

Input of time and resources must be proportional to the project/programme size and the importance of
the decision into which the review feeds. SL review of NGO projects has been based on one or two
weeks’ field work and several weeks' analysis and writing. But SL review for shifting into a new phase
of a major country programme (tens of millions of pounds) could justify months of input.

Can an SL review lead to any real change?

(i) Using the results to adapt plans

If a project was not based on explicit SL principles, the opportunity for enhancing its ‘fit’ with livelihoods
(and contribution to poverty elimination) will depend on factors such as project scope and objectives,
nature of the partnership, stage of implementation, operational procedures and degree of flexibility.

(ii) Using the process to adapt attitudes

The greatest value in an SL review may lie in a gradual shift in thinking among practitioners, rather
than in a specific change of project plan. Through use of participatory and consultative techniques,
the review can help all involved to develop a common understanding of the ultimate project objectives
and what should be monitored. It can encourage a climate of learning in the project (precisely because
everyone has to learn when addressing livelihoods) and promote innovative thinking. It may also be a
good way to introduce livelihood concepts to partners.

What is the value-added of the SL approach?

A good review, drawing on best practice in social development, governance assessment, economic

and policy analysis, environmental appraisal, poverty analysis and participatory approaches could

identify the same issues and recommendations as an ‘SL review’ But use of an SL approach:

 provides a useful analytical framework for integrating ideas and methods, and a structure to move
beyond the scope of normal M&E;

» provides a checklist of the key issues and a common language for sectoral staff;

» encourages a shift in thinking from outputs to people, from the obvious to the not immediately
apparent (see Box 1); and

 can lead to actual changes in implementation, as well as in skills and attitudes.

~

Box 1. Less obvious effects of a project

A review of ten different initiatives to improve urban housing and basic services in South Africa,
India and Pakistan has developed a detailed understanding of how various aspects of livelihoods
have been affected. This highlighted indirect positive impacts on:
» cash income (by cutting cash costs and providing new income generating opportunities);
* households’ ability to deal with financial, economic and environmental risks; and

& people’s social status and their right to make demands on the political system.

These Guidance Sheets aim to stimulate reflection and learning.
Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk

REVIEWING EXISTING ACTIVITIES USES

Other qualitative and
participatory tools may also be
important in addressing the key
questions of social
differentiation and social
exclusion (see 4.5).

In the tourism sector, economic
issues will remain dominant.
Nevertheless, a livelihoods
review of Namibian tourism
generated several
recommendations to enhance
livelihood impact (the most
important of which was to
increase the degree of local
participation in tourism
planning so that residents’
livelihood priorities infuse
decision-making).

February 2000
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M&E should build upon
emerging good practice in
poverty monitoring and
assessment. With broad
commitment to the
International Development
Targets and the implementation
of poverty action plans in many
countries, this area is newly
prominent.

The value of practical, poverty-
oriented M&E must be
demonstrated during the course
of aproject if partners are to be
convinced. Involving partners in
the selection of indicators and
keeping design simple will
improve the likelihood that
M&E activities will continue
post-project.

Participatory assessment
should be complemented with
some degree of external
assessment — for example of
environmental, health and
national-level benefits, of
which participants may have
little awareness. External
assessment can also help
reduce possible bias within
projects.

Livelihoods analysis was
coupled with various
participatory impact
assessment tools (impact flow
charts, satisfaction matrices,
Venn diagrams) in a Calcutta
slum improvement project.
These tools helped identify local
people’s own criteria for
satisfaction to feed into overall
project achievement indicators.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

MONITORING AND EVALUATION

SL principles emphasise the importance of learning throughout implementation. Monitoring and
evaluation (M&E) is a key step in the learning process. As well as meeting financial accountability
requirements, M&E should aim to derive lessons about what is effective in achieving poverty reduction
and what is not, and help adapt activities to changing livelihood circumstances.

At the same time, the very strengths of SL pose challenges for M&E. How can M&E:

< embrace SL's people-centred and participatory principles?

 be holistic, monitoring changes across a wide range of livelihood priorities and influences?
e support a process, ‘learning’ approach?

Arange of M&E tools can be used/adapted to address these issues. However, having a clear understanding
of the objectives of M&E (for whom, by whom and for what purpose is the information collected) is as
important as the selection of particular instruments.

If livelihood trends are to be monitored over the longer term, formal and informal institutions in recipient
countries must assume a greater, long-term M&E role. This implies the need for skills development,
adequate resources and — most challenging of all —an institutional environment in which on-going M&E
is perceived as a useful input to policy review and resource allocation processes. It also means that
proposed monitoring systems should build on, and integrate with, existing monitoring and management
information systems within relevant organisations.

How to make M&E people-centred

What matters in an SL approach is changes in people’s livelihoods — rather than in resources per se.
M&E must therefore look beyond activity-based indicators of progress (e.g. service provision, clinic
visits) and resource-based definitions of change (e.g. increased output of energy or crops) to measure
achievements from the perspective of partners and beneficiaries. This implies a high degree of
participation in the design, monitoring and assessment of performance indicators.

There is no single definition of people-centred M&E. Approaches such as beneficiary contact monitoring,

stakeholder analysis and participatory M&E commonly include one or more of the following elements:

« indicators are identified by and negotiated with partners/beneficiaries;

< partners/beneficiaries are responsible for data collection and analysis;

< people’s attitudes to change are highlighted (in addition to physical measures of change);

< partners/beneficiaries play a key role in judging performance directly (through assessment of
indicators and results) and/or indirectly (through periodic ‘client satisfaction’ surveys).

A wide array of specific tools may also be used (e.g. ranking and scoring, problem trees, mapping,
timelines, etc.). These approaches and tools are not, though, inherently people-centred — they
only become so when appropriate objectives and processes for M&E are adopted.

How holistic to be

SL approaches draw attention to the links between livelihood ‘components. Improvement in one
element (e.g. the policy environment or access to an asset) cannot be judged a success before the
second-round effects on other livelihood components have been assessed. This implies the need
to monitor a wider range of livelihood indicators so that intended and unintended, direct and
indirect consequences of development activity are understood. One way to capture knock-on
effects is through behavioural change indicators (e.g. an increase in the time/labour allocated to
productive activities may be shown to be a knock-on effect of improved access to health services).

In practice, M&E systems cannot ‘assess’ livelihoods in their entirety. But they should address both the
positive and negative effects of project activity on livelihood systems as well as the inverse: the effects
(constraints /opportunities /assumptions) of livelihood systems on project activities. Relatively simple
indicators or checklists can be drawn up to measure these.
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How to monitor macro—micro linkages

M&E systems should strive to monitor both policy-level and local-level changes, as well as the links
between them. Measures of institutional change (e.g. changes in service provision, representation in
decision-making processes) should be supplemented by monitoring local perceptions of change, using
techniques such as institutional mapping. If possible, changes in local behaviour or conditions resulting
from institutional change should also be measured. However, lags between institutional/policy reform
and its wider effects may constrain what can be measured. Another concern is that institutional
change rarely affects everyone equally and various groups are likely to have highly divergent opinions
about change. Differences in impact between groups — especially negative impacts on particular
groups — should therefore be monitored and considered in the context of the overall poverty elimination
objective.

How to accommodate the dynamism of SL?

The SL approach endeavours to ensure that external support reinforces positive patterns of change and
mitigates negative trends. A mix of indicator-types is required to capture dynamic processes. (This is
generally true for process-type projects that pose particular challenges for M&E — see 3.6)

Outcome indicators: these relate to longer-term targets. Measurement indicates what has
been achieved (lagged indicators).

Process indicators: these measure on-going progress towards planned outcomes.

Leading indicators: these suggest what will happen, especially over the longer-term (e.g.
indicators of behavioural change provide early evidence of progress). They can usefully feed
into subsequent ex post evaluations and impact assessment.

Process and leading indicators must include: (a) explicit identification of the cause and effect
relationships linking them to intended outcomes; and (b) quantity and quality measures that assess
adherence to agreed ‘standards’ (e.g. levels of participation, representation of different groups).

Dealing with multiple indicators

The SL approach calls for a mix of complementary indicators to assess livelihood change. A single
‘objective’ measure of performance (e.g. $/day) is insufficient. However, combining multiple
quantitative and qualitative indicators can pose problems.

Beneficiary-defined, qualitative indicators are often context-specific. It may be difficult to
derive from them summary measures of overall project or programme performance. (This tends to
be more of a problem when conducting overall impact assessment than in internal project M&E.)
Indicators used for internal project learning may not fit well with donors’ external obligations (e.g.
reporting on agreed targets, accountability). Openness and transparency are required when
negotiating which criteria will be used to determine change and progress.

SL project indicators may not have direct equivalents within national and international development
targets (though new poverty assessment methodologies may help identify links). Even when there
are direct equivalents, time lags and slow replication suggest that higher-order indicators will be
relatively insensitive to immediate project-level changes. Nevertheless, higher-order indicators
can provide a benchmark and/or framework for the design and interpretation of project indicators.
Linkages can be further enhanced through the use of cascading log frames in programme planning
(see 3.6).

Tensions between quantitative and qualitative indicators should not be exaggerated. Many qualitative
techniques use quantitative measures (e.g. ranking and scoring) and in practice the two are
complementary. Similarly, ‘abstract’ indicators, such as client satisfaction, can be compared across
projects, regardless of context (see also 4.7).

These Guidance Sheets aim to stimulate reflection and learning.

Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk

An ‘institutional map’ locates a
group in terms of its
relationships with other
organisations and the
importance (to the group) and
strength of these relationships.
The approach can be used to
determine inter alia: where the
group is now; where it would
like to be; and changes in
relationships over time.

The distinction between process
indicators and outcome
indicators is important. Process
indicators may suggest that a
project is doing very well

(e.g. the participation of
excluded groups may be
increasing), while outcome
indicators may be
disappointing. Understanding
cause and effect relationships
is therefore critical.

Do not try to measure
everything. Focus on key
linkages, keeping in mind other
potential issues identified using
the SL framework.
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A log frame defines what an
intervention will do, what it
will deliver, the impact it is
expected to achieve, and the
contribution of that impact to
higher-level objectives (usually
poverty elimination). It
summarises the indicators
used to monitor progress and
outlines how such information
will be collected. It also
outlines how the external
environment is expected to
shape project impact.

(See DFID Office Instructions, Vol.Il,
Section D)

Cascading log frames, where
the purpose level statement of
one log frame is the output of
another log frame, help to
establish vertical linkages
between projects. They are
likely to be important to the SL
approach as are Country
Programme log frames. Because
these operate at a higher level,
they can help establish linkages
and complementarity between
various projects, and with the
projects of partners (e.g. other
donors, NGOs, civil society).

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

THE SL APPROACH AND LOG FRAMES

The SL approach and logical frameworks (log frames) are both tools that can be used to design, manage
and evaluate projects and programmes. Livelihoods analysis helps explain why and in what way people
are poor. A log frame translates this diagnosis into action in the form of a project, programme or
country strategy. It summarises how a proposed intervention is expected to achieve a given outcome
—that, in turn, will contribute to poverty elimination — helping to focus attention on a manageable set
of issues.

Using an SL approach to construct a log frame

The SL approach and the development of a log frame can be brought together during the design of a
new project or programme, as follows:
Sub-set of issues selected
to construct a log frame
SL to problem tree

The issues identified through livelihoods analysis can be ordered into a hierarchy of cause and effect
in the form of a problem (or opportunity) tree (see Figure 1). This can be developed in a participatory
manner. Each ‘issue’ identified by a participant is noted on a piece of card. Participants then arrange
the cards into a hierarchy of cause and effect. External views may also be important, especially for less
tangible or sensitive topics — such as how élites respond to initiatives of the poor.

Diagnosis of problems and
opportunities through
livelihoods analysis

Arranged into a

I problem tree

((—- )
Figure 1. Example of a problem tree
Pastoral
livelihoods
[
[ I I |
High Unreliable Privatisation Low
livestock water of land employment
losses
Uncontrolled Inadequate Education Few
diseases borehole businesses
maintenance
Poor Insufficent Low Poor No
services funds teacher facilities/ credit
morale resources
Inadequate | | Restrictive No Low Inadequate
service legislation revenue pay funding
delivery collection
policy
Weak
borehole
authority
. J

Problem tree to log frame

Holistic SL analysis does not require holistic interventions; entry points must be prioritised. This means
focusing attention on a sub-set of issues in the problem tree and using these to construct a log frame.
The four levels of the problem tree are correlated with the goal, purpose, outputs and activities of the
log frame.
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What difference does the SL approach make?

The SL approach encourages us to consider (and address) a wide range of factors that shape livelinoods. A problem tree, much

Many of these issues, in particular those relating to the Vulnerability Context of the poor, and Policy, ~ expanded through the use of an
Institutions and Processes (previously referred to as Transforming Structures and Processes, see 4.12),  SLapproach, will identify a
might previously have appeared in the ‘assumptions’ column of a log frame. Assumptions are issues ~ range of issues that — if not
that are recognised as important but which are considered beyond the scope of the intervention. Too  addressed — will become killer
often assumptions have not held true and have greatly compromised the impact of an intervention ~ assumptions to the project.

(i.e. they have turned out to be killer assumptions).

Livelihoods analysis helps us to address these assumptions as part of the project design. Assumptions
can be ‘internalised’ either by including complementary activities (to cover ‘horizontal’ assumptions)
or by linking projects up-stream and down-stream to ensure an appropriate enabling environment.
In the example on the previous page, educational support and credit programmes would be two
complementary projects required to enhance pastoral employment opportunities.

Where assumptions are not ‘internalised’, log frames may need to include indicators for monitoring
change in the assumptions themselves. The project will effectively be monitoring its own external
environment so that the project design can be modified if necessary.

Log frames and process projects In process projects, broad

Adoption of an SL approach is likely to result in more process-type projects. Log frames for process  objectives for change may be
projects must act as dynamic management tools that can be modified as the project develops. Thisis  identified and agreed but the
achieved by defining interim outputs (or milestones) in the initial log frame, with the specification of ~ exact modalities for achieving
the final outputs emerging as part of the project. Log frames for process projects should be viewed as  these objectives may, at the

a tool for learning and adaptation, rather than as a blueprint for consultants’ contracts. outset, be unknown and

If the project context changes, activities (and hence the log frame) may need to be changed. SL  unknowable. Such projects
analysis can help identify the chain of events by which livelihoods are improved, and hence how ~ Mustbe approached inan

the project — and its associated log frame — can be amended to ensure the purpose will still be  €xploratory mode.

achieved. For example, DELIVERI (a process project that aims to reform a government departmentin  Implementation takes place in
Indonesia) changed its log frame four times during its first three years. With each iteration, the outputs ~ successive, defined stages with

and the objective verifiable indicators (OVIs) have been specified in increasing detail. future activities being planned
in the light of results so far.
Log frames for longer time horizons See DFID Technical Note No4, The

Process Approach to Projects.

The SL approach looks for long-term impact and sustainability. This means that OVIs of impact (at
purpose and goal level) should be measured well into the future, often beyond the lifetime of the
project itself. The best way to ensure that this happens is to link project/programme specific
monitoring and evaluation systems to wider national data collection systems (national statistical
surveys, etc.). Making and developing such a link is an effective way of providing capacity-building
support to central statistics offices or their equivalent. Such offices are expected to play an
increasingly central role in overall poverty assessment systems, helping to bring together and
interpret more and less formal information from various sectors. Working with these existing systems
is preferable to establishing new, potentially unsustainable, overarching systems for poverty monitoring
and assessment.

These Guidance Sheets aim to stimulate reflection and learning. February 2000
Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk
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Although the term ‘methods’ is
used as overall shorthand, it is
important to note that data
sources differ from the
approaches employed when
gathering data, and from
alternative perspectives on
problems or types of data
analysis. The key to effective SL
analysis is to be flexible,
employing a range of different
‘methods’ as the need arises. It
is important to build on
existing tools and skills but at
the same time it is essential to
avoid unfounded
preconceptions and undue
sectoral bias.

The fact that marginalised
groups are highlighted does
not mean that they are
necessarily the target
beneficiaries. However, it is
important to understand who
they are and how their
livelihoods are constructed in
order to assess how they will
be affected by development
activity. It is also important to
understand if other groups will
become marginalised as a reult
of planned activities.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

OVERVIEW

This section of the Guidance Sheets is about the process of investigating livelihoods for project and

policy purposes. The aim of the section is to provide the reader with an approach to gaining an

overall understanding of livelihoods, and a range of methods for tackling the key components of the

SL framework.

e Sheets 4.1-4.4 examine the process of livelihoods analysis and provide an introduction to a
range of common tools.

« Sheets 4.5-4.6 provide more detail on rapid and participatory methods and sample surveys.

< Sheet 4.7 looks at some of the issues and dilemmas that can arise during the course of analysis.

e Sheets 4.8-4.13 focus on particular components of the framework and the methods best suited
to exploring these.

Why investigate livelihoods?

The SL approach offers an opportunity to improve poverty reduction efforts by taking an all round

view of the circumstances of the poor, as they themselves view them, rather than jumping to early

conclusions and immediately proceeding to conduct isolated, in-depth analysis of particular attributes.

= What appears to be the mainstay of household income — e.g. a cash crop such as cocoa or coffee
or a particular type of paid employment — may make a much smaller contribution to the family
livelihood than is expected from initial impressions.

« Asset constraints vary from place to place, group to group and across income levels; poorer
groups typically have more limited access to assets and are more constrained in their choice of
livelihood strategies than richer groups.

< Different social groups within a community typically experience differing risk factors in their
livelihoods; these need to be understood if vulnerability is to be reduced.

< The capability of individuals and groups to exercise choices may be constrained by social and
governance factors that are not immediately obvious.

SL analysis provides a holistic framework for understanding the need for, and likely focus and
objectives of, subsequent development activity. Such activity may itself be sectoral, though its
objectives are most likely to be framed in terms of overall poverty reduction.

Core principles of livelihoods analysis

To make an effective, overall contribution to the operationalisation of an SL approach and poverty

elimination, livelihoods analysis should be conducted with partners and be informed by a few core

ideas. These relate directly to the core concepts that underlie the SL approach as a whole (see 1.3).

« Effort should be devoted to identifying and understanding the livelihood circumstances of
marginalised and excluded groups.

< There is invariably a need for disaggregation — into men, women, different age groups, etc. It is
not sufficient to take the household as the sole unit of analysis.

= The SL approach seeks to build upon people’s strengths and resourcefulness; we should avoid
thinking only about need.

« The SL approach embraces the idea of dynamism; we should avoid taking one-off snap shots and
instead think about change over time, including concerns about sustainability.

« There will never be a set recipe for what method to use under what circumstance. Flexibility is
key. Equally, it is not necessary to produce one definitive ‘map’ of livelihoods. Different ‘maps’
may be appropriately used for different purposes.

What difference does SL make?

One way of conducting SL analysis is to bring together the findings of more conventional analyses
and to review the finished products through an ‘SL lens’ (see 3.3). Although this may sometimes be
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the most practical option, it is sub-optimal — compared to employing different types of analysis in
the service of an overall SL analysis. Analysis that is guided by SL principles would be likely to:

look for different issues, including focusing more on the various components of the SL framework
and taking a wider remit in terms of the range of issues, institutions and organisations covered;
be non-sectoral and relatively open-ended,;

be more aware of dynamic interactions and complexity and seek to find constructive ways of
dealing with this diversity;

seek to gain a fuller understanding of economic, institutional, social and environmental
sustainability; and

actively seek to understand the importance of macro—micro links (e.g. the impact on different
groups of particular national or regional institutional arrangements or economic trends, the
importance of using locally-collected data in policy formulation processes, etc.).

In sum, SL analysis asks a broader range of questions about poverty and its causes. It is not bounded
by sectors or existing notions of what is important. Detailed follow-up is then determined by the
findings of the initial broad analysis. At this stage, sectoral expertise may become more important.

Skills, tools and perspectives

In order to achieve both breadth and depth of analysis, it is important to build on all relevant skills,
perspectives, tools and knowledge. Fortunately our ‘tool box’ already contains many useful options.
These should not be overlooked in the quest for ‘the new’ Instead they should be flexibly combined
to meet the objectives of the SL approach and poverty elimination.

Social, economic, environmental and governance perspectives and tools are all part of current DFID
practice. The SL approach stresses the importance of all these areas and the contribution that they
make to our understanding of livelihoods and poverty. It also draws attention to their complementary
and overlapping nature. In particular, tools such as stakeholder and gender analysis and participatory
approaches to information gathering are common to all areas and they can, and should, be used
iteratively throughout SL analysis (see 4.3-4).

It is not only social science-
based methods that are
important in SL analysis.
Analysis based on the natural
and physical sciences may be
particularly useful when
analysing certain types of
capital or when assessing the
overall environmental
sustainability of livelihoods in
fast-changing situations (e.g.
rapid rural to urban migration
or industrialisation) where the
past provides little indication
of what the future might hold.

.

(Box 1. Overlap between various existing perspectives

Perspective Key objectives are to understand ...
Social = important differences — in access, perspective, power, etc. — between social groups \
= the value attributed to different livelihood assets and outcomes
« local social organisation and its effect'o.n Il\{ellhoods - common tools
—and to promote the needs of, and participation by, the poorest and most vulnerable groups
. . . . . . . . - overlapping
Economic « the economic environment in which people operate including: asset and other prices; objectives
economic incentives; returns to different strategies; the local effects of economic policy;
production and consumption decisions; household budgets, etc. - shared data
= the economic factors behind organisational/institutional behaviour > requirements
Institutional « the institutional context of livelihoods, including the role and performance of structures - mutually
and the appropriateness of the processes adopted to support livelihoods reinforcing
« the quality of governance systems information
= the nature of policy-making processes and the local impact of policy
Environmental < the effect of livelihood strategies on the environment (including health, pollution, etc.)

= the impact of environmental factors on livelihoods and poverty

These Guidance Sheets aim to stimulate reflection and learning.

Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk
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Not all livelihoods analysis
starts ‘from scratch’ It is
important to make use of
existing information while
avoiding existing
preconceptions.

Adequate time should be
allowed for bringing partners
into the SL analysis process. It
is important to build on
partners’ existing knowledge,
to adapt methods to their
needs and skills, and to ensure
that they have the capacity to
make a full contribution (see
also 3.1, 4.7).

This sequence of analysis can
equally well identify policy or
local factors as the major
constraint to livelihoods. If
national-level SL analysis is
called for (as an input to
policy-making) it will be
necessary to adapt this
sequence, working more with
secondary data and
‘representative’ sites.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

CONDUCTING SL ANALYSIS

Scope and scale of analysis

SL analysis aims to find out about livelihoods in order to improve the design and implementation of
poverty reduction efforts. It should initially be broad and relatively shallow, covering most or all
aspects of the SL framework and employing various perspectives and types of analysis. As the main
dimensions of livelihoods are uncovered and the meaning and causes of poverty become better
understood, the analysis should become iteratively narrower and deeper.

The following are guidelines for the process.

* Begin by developing a broad understanding of livelihoods and their context, leading later to
in-depth investigation of critical issues.

= The scale of enquiry should match the scope of the proposed project. At one extreme, the SL
framework can be used as a loose guide to the range of issues that need to be covered by low
cost and informal research methods. At the other extreme, the framework can be rigorously
investigated in all its aspects utilising a range of individual, household and group methods.

= More elaborate investigation is required where there is lack of clarity about the beneficiaries of
an intended project or policy shift, and lack of understanding about how the circumstances of
the poor differ from those of the better-off.

< Similarly, greater depth of analysis is required when initial exploration (e.g. using key informants)
results in ambiguous or incomplete understanding about the way in which a project or programme
will improve the livelihoods of the poor.

< It remains important to keep in mind the broad dimensions of livelihoods and to continue with
analysis of wider constraints even as the investigation becomes more specialised. This will help
ensure livelihood outcomes are achieved and not thwarted by overlooked factors.

The SL framework is not a strait-jacket; it should be applied flexibly, rather than becoming over-
codified and obligatory. If flexibility is lost, new insights that the SL approach seems able to provide
will most likely be suffocated, and time and resources will be wasted.

The sequence of work

SL analysis is equally important for policy-level and local-level projects. Indeed, since the SL approach
emphasises the importance of macro—micro links, the distinction between these two types of projects
is likely to become increasingly blurred. Furthermore, even when it is clear from the outset that the
primary focus will be on policy or higher-level structural issues, it is important to collect local-level
information to feed into the policy-making process. The SL approach stresses outcomes for poor
people. These can only be understood through working with poor people themselves.

The following is a typical sequence for field-level SL analysis:

= asite (or several sites) for poverty reduction activity is chosen, usually based on secondary data,
existing partnerships and activities;

« further secondary data is collected and analysed (if available);

< key informants are interviewed to gain a better understanding of the site(s) — a semi-structured
list of questions covers the key components of the SL framework;

e one or more community meetings are held to obtain an overview of strengths, constraints,
institutions and widely held priorities for action;

« more detailed participatory work is undertaken to ascertain the validity and significance of
factors raised, and to examine variation in opinion across groups;

= once a proposal begins to move into an operational phase, additional in-depth investigation
may be required. In some instances rapid methods may be sufficient, on their own, to plan
activities for funding. In others, more lengthy investigation of particular features will be required
(e.g. through sample surveys or more extended use of participatory methods).
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Who is responsible for what?

In an ideal world, teams performing SL analysis for project or programme purposes would incorporate

a specialist for each angle that requires investigation. These specialists would be managed by an

overall coordinator with a strong background in SL issues. It would be the coordinator’s job to guide It is more important to ensure
the process, helping to design the analysis so that it is cross-disciplinary and cost-effective. A key  that the ‘right’ questions are
challenge for such teams would be to ensure that the analysis focuses on the reality of what isseen  asked in an appropriate way —
on the ground, rather than on sectoral preconceptions (see 3.3). leading to an accurate and

The SL approach stresses the value of team-working and puts a premium on effective team leadership. ~ Proad view of poverty and its
In the scenario above, it should be the task of the team leader to ensure that the various specialists ~ Causes — than to worry unduly
work together, sharing their expertise, data, skills and tools throughout the process of analysis. This ~ aPout team composition,
contrasts with a situation in which specialists employ their own methodologies, pursue their own  Particularly in the early stages
agenda and work in isolation, coming together only at the end with a ‘finished product’ to be  Of SL analysis. Indeed, these

integrated into the whole. Guidance Sheets aim to
provide everyone with the

basic tools and information to
conduct effective livelihoods
analysis.

Sometimes it is not possible (for cost or other reasons) to put together teams with the requisite
array of specialists. Where this is the case, it will be particularly important for all team members to
take a wide view of the task in hand so that key dimensions are not neglected. In most cases this will
be sufficient. However, if opportunities and/or problems appear to be concentrated in an area for
which there is no specialist, there may be a need to revisit the analysis with such a specialist at a
later date.

Knowing when to stop

The SL approach is prone to ‘information overload’ — the collection and processing of data far in

excess of what is required in order to make effective decisions about poverty reduction projects.

< Asense of proportion is required: for small projects targeted at specific problems (e.g. findinga A one-year NGO project
solution to a pest problem in chickpea production or to neighbourhood crime problems in poor  designed to facilitate women’s
urban areas), the livelihoods framework can be used as a quick checklist to ensure that thisisa  group formation around health
genuine priority problem and that other factors (e.g. land access, local authority) will not getin  issues does not require the
the way of project outcomes or cause adverse ‘knock-on’ effects. same depth of understanding

< Broad-scale livelihoods investigation is more appropriate for larger, multi-faceted or policy-  about livelihoods as a
oriented projects and programmes. Common sense must be used to ensure that the resources ~ multi-objective, multi-partner,
and time taken for livelihood investigations are proportional to the likely scale of the resulting  ten year watershed project.
development activity.

In all cases it is important to avoid spending too much time and resources on information collection,
to the detriment of analysis. The many aspects of the SL approach are complex. Without good
analysis, even the best data is of little value.

These Guidance Sheets aim to stimulate reflection and learning. February 2000
Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk
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See Section 8 of the Guidance
Sheets for further reference
material on various of the
topics addressed in this and
sheet 4.4.

Understanding environmental
issues and the role they play in
causing and perpetuating
poverty is central to the SL
approach. It is not always
necessary to use ‘traditional’
environmental screening
techniques to gain this
understanding. What is
important is to use a variety of
techniques to gain information
about environmental concerns
and conditions, to ask the
‘right’ types of question, and to
ensure adequate follow-up of
the information gathered.

Gender analysis is distinct from
— but complementary to — the
need to ensure that all other
types of data (e.g. on livelihood
strategies and assets) are
gender-disaggregated. The
starting point of gender
analysis is that there is a
distinction between the
livelihoods of men and women.
The nature of this distinction is
examined from various angles
to gather a full and realistic
picture of the role of women in
society and the constraints
they face.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

COMMON TOOLS |

This sheet and 4.4 provide an introduction to some of the important tools that we already have
available to us for use in SL analysis. The tools appear in alphabetical order. No attempt is made at
exhaustive coverage. Important points to note are that:

« These are not discrete tools — they overlap internally (e.g. market analysis or institutional appraisal
might both make use of stakeholder analysis, and gender analysis will feature as a component of
most other types of analysis). They should be used iteratively.

< Some tools are relevant for all aspects of SL analysis. Others are more appropriate for particular
framework components or particular levels of analysis (local, district, national, etc.).

< Though these are ‘traditional’ tools, it is important to use them creatively. The SL approach demands
more of existing tools while the SL principles and framework provide the basis for adapting tools to
new uses. The focus should be on development outcomes not disciplinary orthodoxy.

Environmental checklists

Environmental checklists are used to gain a better understanding of the relationship between the

livelihoods of the poor and their environment. Checklists cover a range of questions. Some provide

more general information, while others support detailed analysis of key livelihood issues highlighted
in earlier investigation. Areas covered include:

< Livelihood opportunity: What role do environmental resources play in the livelihoods of the
poor? Are important environmental resources being degraded? If so, why? What role do policies
and institutions play in that degradation?

« Health: What is the contribution of pollution and other environmental factors (e.g. low quality
drinking water, poor air quality, lack of sanitation, etc.) to the total burden of environmental
disease of the poor? How prominent are vector-borne diseases in the total burden of disease?

= Security/vulnerability: To what extent are people vulnerable to natural shocks and disasters (e.g.
droughts, floods, earthquakes, landslides, etc.)? Why are they so vulnerable (e.g. unstable soil,
inadequate shelter, lack of coping mechanisms, inappropriate planning, etc.)?

« Empowerment: What capacity do local institutions have to manage and use environmental
resources? Do the poor participate in decision-making concerning these resources?

There is clearly a close relationship between the above types of question and analysis of the
Vulnerability Context (see 4.8), Livelihood Assets (see 4.9-10) and Policy, Institutions and Processes
(4.1).

Gender analysis

Gender analysis aims to uncover the dynamics of gender differences across a variety of issues, such as:

< Social relations: How are ‘male’ and ‘female’ defined in the given context? What are their
normative roles, duties, responsibilities?

< Activities: What is the gender division of labour in productive and reproductive work within the
household and the community? Who does what, when and where? Who performs reproductive,
productive, community managing and community politics roles?

« Accessand control: Who has access to and control over which resources, services, institutions of
decision-making and networks of power and authority?

« Needs: What are the distinct needs of men and women? What are women’s practical needs (i.e.
given current roles, without challenging society) and what are their strategic needs (i.e. needs
which, if met, would change their position in society)?

Governance assessment

DFID’s good governance assessment framework — currently structured for assessing the quality of
national governance systems — uses a series of checklists for eight major areas: state viability and
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sovereignty, structure of government, transfer of power and electoral arrangements, levels of
government, government effectiveness (institutional and economic) and treatment of the population.
The questions most relevant to the SL approach that the checklists try to answer include:

Is political power exercised fairly? If not, who is disadvantaged?

How efficient and accessible are local service providers?

Are government organisations honest, efficient, effective and accessible?

Are basic human rights protected and enforced through the rule of law? Are property rights clear
and enforceable? Do all have equal access to the formal justice and legal system? Do informal/
traditional justice systems discriminate against certain groups?

The challenge in governance analysis is to differentiate between those factors ‘controlled’ by the
structures closest to communities (e.g. local governments) and those variables determined by higher,
and usually more remote, tiers of government. Within DFID, governance analysis currently focuses
on the national arena. Further work is required to tailor the techniques for use with lower levels of
government and community structures.

Institutional appraisal

Institutional appraisal is a continuing rather than one-off task. It can be applied at various scales
with different institutions and stakeholder groups. It seeks to understand the nature of the external
environment and the impact of different factors within it, including:

whether responsibilities (e.g. for service delivery, environmental managment, etc.) are sensibly
allocated within government and between it and the private sector (including local people);
roles, strategies and whether organisational structures match functions (including looking at
the nature of interaction between organisations and their clients at various levels);

leadership, management style, incentives (financial and otherwise) and organisational culture
and their implications for the content of, and approach to, change;

management systems and their impact on performance (using key baseline indicators);

human resource requirements and constraints; and

financial performance and prospects for viability.

Institutional appraisal techniques are built around a series of checklists. These are most often used
for formal structures and documented processes, though they can also be applied — with some
modification — to more informal institutions and processes. In the SL context informal institutions
can be of vital importance; though they are more difficult to understand, they should not be neglected.

Macro-economic analysis

Macro-economic analysis enables us to understand the impact on the livelihoods of different groups
of current macro policy (and to predict the effects of proposed policy changes). Macro policies —
monetary, fiscal, trade and exchange rate conditions — affect the national economic context within
which people make livelihood decisions. For example:

When there is a devaluation, the local currency price of both traded commodities (e.g. export
crops) and imported consumer goods and production inputs increases. This tends to encourage
production for export and discourage imports. The impact upon the poor will depend upon their
production/consumption patterns.

Low interest rates can lead to inflation, which hits the poor hardest as they tend not to be able
to protect against it by holding inflation-indexed assets (e.g. land and housing). On the other
hand, high interest rates reward savers compared to borrowers, and the poor often have
outstanding debt.

A critical review of key macro variables — usually based on secondary data — is therefore essential.
This has strong links with the trends aspect of the Vulnerability Context (see 4.8).

These Guidance Sheets aim to stimulate reflection and learning.

Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk

There are strong links between
institutional appraisal and the
investigation of formal and
informal institutions that has
been part of most participatory
poverty assessments (see 4.4).

Macro policies also mediate
between the national and the
international economy,
affecting the way in which
international prices and flows
of resources feed into,
influence and interact with
national economic changes.
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Food markets are key to
livelihoods. It is particularly
important to understand the
extent to which the poor
participate in these markets, on
what terms, and whether they
are net buyers or sellers at
different times of the year.

PPAs are more than just a set
of research techniques. They
provide a new understanding
of poverty and new paradigms
for action.

Social and economic analysis
often overlap. For example,
when analysing village power
structures in Malawi, social
analysts were interested in the
functioning of the authority
system, while economists were
interested in authority’s effects
on land allocation, investment
decisions, etc. When looking at
markets, economists are
interested in prices, margins
and efficiency while social
analysts are more interested in
the personal relationships
between market actors and
who is excluded.
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Market analysis

The SL approach recognises the importance of the private sector and markets. Markets are important
in determining access to assets and livelihood strategies, terms of exchange for assets, and returns
to investment. It is important to understand why markets work as they do, why they sometimes fail
and what can be done to improve their working to the benefit of the poor. This includes consideration
of who participates in markets, how markets are structured (e.g. number of buyers and sellers and
market ‘imperfections’ such as lack of property rights) and prevailing price and volume trends. The
behaviour and performance of markets is critically determined by their integration with other (for
example regional or national) markets, and by institutions and infrastructure that support information
flow and reduce the costs and risk of market transactions.

Participatory poverty assessment techniques

Participatory Poverty Assessment (PPA) is an iterative, participatory research processs that seeks to
understand poverty from the perspectives of a range of stakeholders and to involve them directly in
planning follow-up action. PPAs make use of a flexible variety of PRA-derived techniques to elicit
key characteristics of poverty in specific areas and among specific individuals or groups. PPAs can be
standardised across different areas and groups by using the same set of questions or discussion
points. These might include, for example:

« What is a good life and what is a bad life?

« What are poor people’s priorities?

« What are the nature and quality of poor people’s interactions with institutions?

PPAs enable the poor to define the dynamics of poverty in a particular area or among a particular
group. Because they elicit information on the relationship between livelihoods and poverty processes
from the poor themselves, PPAs constitute a key aspect of an SL-oriented social analysis.

Risk assessment
See 4.8

Social analysis (see also 4.9 for a discussion of social capital)

Social analysis provides information on relevant characteristics of poverty, vulnerability and social

exclusion, including:

« the social positioning of individuals or families (distinguished by kinship, age, gender, ethnicity,
religion, caste, etc.);

= which social axes (e.g. standard of living or extent of poverty, gender, age, ethnicity) are important
in defining groups for more detailed livelihoods analysis;

< what the dimensions and effects of exclusion of various groups are (e.g. lack of access to assets,
to services, to household or community-level social institutions, or lack of voice);

< the existence and cause of conflicts within communities;

= power and authority as manifested by traditional authority (e.g. village chiefs, community leaders)
and the authority of the state and its agencies; and

= non-market, social institutions such as customary tenure, common property.

Social analysis aims to understand the perspectives of the poor in their own context. This includes
taking into account the fact that livelihoods are socially constructed so that things such as the
relative value of different types of capital will differ by social group.
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Stakeholder analysis

Stakeholder analysis is used to identify primary and secondary stakeholders and the relationships
between them. Stakeholder analysis can help to reveal, for example:

the capacities of different stakeholders to participate in (and benefit from) development activity,
and their perspectives on that activity;

the relative political power, access to information and institutional means to command attention
(including blocking change) of different groups;

the complexity of organisational relationships;

the area and sources of power and patronage;

who depends upon which environmental resources and services and how they are affected by
change;

gaps and overlaps in the roles and functions of different stakeholder groups.

If carried out properly, stakeholder analysis also helps bring the poor into the development process
and ensure that their views are incorporated in decision-making.

Strategic conflict assessment (SCA)

The introduction of new technologies, privatisation of public services, commercialisation of common
property resources, growing consumerism and new government policies all exert pressure on
individuals and community groups. This pressure can manifest itself in conflict, which is an underlying
constraint to the livelihoods of many of the poor (see 4.8).

The aim of SCA is to come to a multidimensional understanding of conflict within a country or
region, to assess its impact on various groups and to identify opportunities for peace-building. It can
be used when conflict is latent, open or disguised by fragile peace. Key steps in SCA include:

consultation with relevant stakeholders;

identification of conflict-related risks (using economic, environmental, social, political and
security-related indicators);

identification of strategic opportunities for peace building (through facilitating local peace-
building capacity or otherwise);

definition of a conflict management strategy; and

monitoring and review of that strategy.

Where severe conflict is found to exist, there may be cause to abandon proposed development
activity in an area. Alternatively, it may mean that peace-building efforts must precede any other
project activities.

Strategic environmental assessment (SEA)

Appraisal of environmental issues early on in strategic decision-making helps orient any subsequent
programmes and projects. SEA focuses on issues of policy and planning, providing information that
enables policies and plans with likely adverse consequences to be amended and those that offer
environmental opportunities to be promoted. In particular, SEA allows consideration of alternative
strategic options to meet the same goals, leading to greater flexibility in mitigating negative impact,
especially at lower levels.

The overall aim of the process is to integrate environmental considerations with economic and
social development planning and to facilitate broader consultation in strategic decision-making.

These Guidance Sheets aim to stimulate reflection and learning.

Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk

Primary stakeholders are those
that are directly affected by an
activity (e.g. the desired
beneficiaries of a project and
the implementing agencies).
Secondary stakeholders are
indirectly affected by the
activity (e.g. non-beneficiaries
whose access to a resource
may be affected, traders who
may benefit, etc.).

Environmental insecurity is an
important source of tension
and disputes. It can exacerbate
other forms of conflict. Major
‘man-made’ threats (e.g.
increased competition for
water, deterioration of
agricultural land, etc.) often
interact with and reinforce
natural threats (e.g. flooding)
resulting in large-scale
population movements. But
people often migrate into areas
that are even more
environmentally fragile or
disaster-prone. They therefore
enter a vicious circle of
displacement, environmental
disruption and further
displacement.

There is a strong overlap
between SEA and the analysis
of policy that is described in
Sheet 4.11.
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Newspapers and other forms of
media can be a useful source of
secondary information.

It may sometimes be
appropriate to seek out key
informants because of their
profession or expertise —e.g. a
health worker to discover how a
local clinic is funded — but this
is not the only purpose to
which this method can be put.

Case studies may need to be
built up over a long period of
time: this is not always a rapid
method. Longer-term pieces of
work help build trust with
informants. If trust is lacking,
data generated may be quite
unreliable. A common problem
occurs when answers are
tailored to fit in with the
perceived interests of the
interviewer.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

RAPID AND PARTICIPATORY METHODS

Rapid and participatory methods are two important categories of tool for conducting livelihoods
analysis. They overlap, as the figure below illustrates.

| PARTICIPATORY

In-depth case studies
Empowering use of
participatory methods

Participatory methods used in
an ‘extractive’ mode

Secondary data
Rapid case studies
Key informants

Group discussion

Secondary data

Secondary data refers to information and statistics that are already available when livelihoods
investigation begins, including: reports by NGOs, donors or government agencies (including the
results of national or regional (participatory) poverty assessments); the results of previous
in-depth research in an area; and statistics regularly collected and published by government agencies.

Secondary data can be uneven in coverage, availability and accessibility. It may focus only on major
livelihood strategies or characteristics and it can also be unreliable. But it does also have advantages
— often providing material that is not available elsewhere and that cannot be collected in a project
context (e.g. information on the macro-economy and national environment that helps shape our
understanding of the Vulnerability Context). It should be used to inform, rather than frame, our
understanding of livelihoods.

Key informants

Key informants are individuals who are approached for their views on livelihood issues, using a
semi-structured list of questions. There is no need for these informants to hold particular positions
of prestige or power. Indeed, for livelihoods work, the key informants chosen should be diverse —
government officials, private entrepreneurs, traders, community leaders, teachers, farmers, women
of different ages and occupations, people from groups that tend to be excluded, ordinary citizens, etc.

The knowledge that can be gained from key informants — especially about the more complex issues
that may not be appropriate for group discussion — is often underestimated. When starting from
scratch, there is probably no method that is as low cost, relative to the increase in understanding
obtained, as spending three days in an area talking to a wide variety of people around a particular
theme. The key to maximising the value of this method is triangulation, meaning that the views and
opinions of diverse individuals are solicited. However, in this process, awareness of the existence
and potential dominance of certain groups or interests is critical, and guarding against this by
ensuring that the viewpoints of ‘silent’ groups are included is necessary.

Individual and household case studies

Case studies represent a step up in the level of detail from key informant interviews. They typically
involve a semi-structured list of questions allowing for a mixture of qualitative and quantitative
data to be collected. Ideally, individuals or households should be purposively selected to represent
rather different livelihood circumstances (of poor people) so that a range of experience can be
compared. Output is typically in the form of a page or so ‘pen portrait’ on each individual or household
interviewed. In some cases, a sample survey form may be used (see 4.6), though this is not done
with a view to inferring population characteristics from the data collected.

One-off application of this method is inexpensive and timely, and well-suited to being done in
conjunction with PRA activities. Potential failings include undue fascination with the lives of a few
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respondents, leading to failure to grasp the larger picture. Because random sampling methods are
not followed, there is a risk that the cases chosen represent the interviewer’s personal biases, or are
atypical of the livelihood circumstances of the social group from which they are selected. Case
studies are therefore usually (but not always) used in conjunction with other methods.

Participatory methods

RAPID AND PARTICIPATORY METHODS METHODS

It is important to guard against
researcher bias. This occurs
when the investigator selects
individuals, or writes down
only those views, that accord
with their own preconceptions
about how things work.

The SL approach builds on the success of participatory methods in making local-level development
initiatives much more people-centred. Nowadays, participatory approaches are used not only for
investigative purposes, but also to involve people in the processes that affect their livelihoods and
empower them in dealings with external actors. By inviting community members to facilitate
participatory exercises, learning within the community can be maximised. If service providers are
included in the exercise, it may be possible to find solutions that these providers will support in the

longer term.

Although there can be problems of bias, participatory approaches offer an excellent array of techniques
for rapid exploration of livelinoods (see Box 1). They have substantial strengths in terms of qualitative
information, ordering of priorities, income/wealth ranking and purposive involvement of distinct
social groups in problem-solving. They are also useful for analysis of the historical, social and
environmental context of livelihoods and they are being increasingly used to understand policy
issues. Participatory analysis of policy outcomes using ranking techniques, and participatory analysis
of policy-making procedures and institutions (e.g. using flow charts and diagrams), can provide a
much needed ‘bottom up’ perspective to counter the typical ‘top down’ view of the policy arena.

The SL approach does not invoke new participatory methods, but it does require that existing methods

In an urban development
project in Tijuana, Mexico,
undue focus on one type of
infrastructure (street paving),
instead of engagement in a
wider partcipatory planning
process, has resulted in a
piecemeal approach to urban
upgrading.

are used to obtain a wide view of assets, options and constraints to the advancement of the poor.
This is somewhat different from past uses of participatory methods, when the tendency was to use
the techniques to explore rather narrow sectoral initiatives (e.g. food crop production preferences,
community management of common resources, sanitation preferences).

PRA method

Timelines

Seasonal calendars
Transect walks
Resource maps
Social maps

Preference ranking

Matrix ranking

Wealth ranking

Venn diagrams

(Box 1. Various participatory methods and their uses

Brief description

Historical profiles of longer-term events or trends
Graphical depiction of seasonal events or trends

Land-use maps based on walking through particular areas
Maps identifying natural and other resources

Maps locating key social features

Ordinal ranking based on pairwise comparisons, with reasons
stated for the choices made
Preference ranking based on defined criteria with scoring

Assigning households to well-being categories

Diagrammatic representation of key institutional interactions

Particularly useful for

Vulnerability context, policy change
Vulnerability context, assets, strategies
Quality and quantity of natural capital
Existence of shared natural capital
Access to services and infrastructure

Livelihood strategies, assets, access to
services

Access to infrastructure, livelihood
strategies, investment choices

Strategies and assets needed to exit from
poverty, relations between social groups

Social capital, relations between social
groups, institutional and policy
environment

These Guidance Sheets aim to stimulate reflection and learning.

Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk
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HODS SAMPLE SURVEYS

Sample surveys are complementary to, and often informed by, participatory methods. To be effective,
sample surveys should be preceded by an initial qualitative overview of the community or context
in which they are to be carried out. This will enable survey work to be much more precise and
effective in verifying existing data. For example, the initial overview can identify the most important
social unit of analysis in terms of control over assets. Depending upon the society, this may be a
household, partial household, individual, or a larger group (e.g. a cattle camp, kin group or professional
group). The initial enquiry should also help to reveal the extent to which concepts of asset ownership
are appropriate in a given society, and help identify proxy questions for the sample survey
questionnaire.

Sample surveys are particularly useful for generating quantitative data on specific livelihood attributes
—notably the distribution of asset and activity profiles in a population and over time. The box below
shows the type of information that might usefully be gathered through a survey.

Economic information Assets Livelihood strategies Access to services
e production levels e productive assets * remittances received = service providers
e income (cash, in-kind) e quality of shelter e migration patterns = standards of delivery
= consumption levels « access to infrastructure < income by source (cash, = fees and charges
« cash costs of = access to training and in-kind) for various
production education household members
e non-cash costs < household labour « access to rural resources
= seasonal prices availability for urban dwellers (and Note: There is overlap
- seasonal wages for « nutrition vice versa) between these categories.
. . . . . They are used for illustrative
different tasks « financial services and = seasonal variation in purposes only and are not
L conditions strategies exhaustive. )

This, in turn would enable those involved in livelihoods analysis to:

» calculate total household income and show seasonal variation;

« divide household income between sources, between subsistence and cash income and between
different household members;

= gain a better understanding of household structure and intra-household issues;

= compare different communities and wealth groups for patterns of income sources;

= compare levels of critical assets between different groups; and

Services can be provided by < identify the major constraints in accessing services.

both the public and the private However, it is important not to be too ambitious when employing sample surveys. Income data, in

sector. It may be important to particular, can be unreliable and highly influenced by the time of year at which it is collected. It may
distinguish between the two, sometimes be more effective to gather consumption data, as this avoids problems of distinguishing
but more critical is to assess between cash and subsistence income (though consumption patterns also vary through the year).

levels of service available to

different groups, regardless of ~ Guidelines for sample surveys

who is providing them. The following are possible parameters for conducting a sample survey for livelihoods analysis.

Timing

< Identify and become familiar with relevant secondary data, identify the sample frame (the units
from which the sample will be selected), devise survey forms and set-up with local researchers
(2—-3 weeks).

e Pre-test survey forms in the field and train enumerators, if necessary (1-2 weeks).

< Undertake the sample survey, including associated PRA activities (4—6 weeks).

e Enter and check data (2 weeks).

« Analyse data and prepare the report (minimum 6 weeks).
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The total elapsed time, assuming that everything runs smoothly, would be four months. This sequence
allows time for repeat visits in order to verify particular points (useful when data appears to be
questionable or when certain individuals within a household are absent when the survey is conducted).
Additional time is required to undertake full-scale repeat surveys across the calendar year to capture
seasonal changes in household activities, etc.

Format

Surveys should take under an hour to administer (4 sides of A4 of questions is a rough guide).
Avoid ambiguous questions and focus on quantitative data. Enumerators should be well-trained
and effectively supervised.

A sample size of at least 30 from any single group is often appropriate. (Group selection is based
upon the initial qualitative enquiry and the purposes of the survey. A group may be defined by
location, resource conditions, tenure conditions, wealth, age, etc.) A possible option is to select
three groups for comparison giving a combined minimum sample size of 90.

As always, it is important to disaggregate populations and ensure that all relevant social
dimensions are covered (e.g. men, women, different age or wealth groups, etc.).

Strengths and weaknesses of sample surveys

Advantages of sample surveys include:

They generate detailed information about a population from a small sample, so minimising costs
and resource requirements.

Standardisation of questions and answers allows for comparisons to be made.

They help reveal whether sample populations (and, by extrapolation, wider populations) are
relatively uniform or highly heterogeneous, thereby improving the design of projects and/or
programmes.

Despite these strengths, sample surveys have a bad image. In the past they have commonly represented
undesirable practice, being too costly and slow, poorly implemented and purely extractive in nature.
Often the data gathered has been removed to foreign countries for analysis and no local capacity
has been built. It is important to guard against these hazards when using such surveys for livelihoods
analysis. Other weaknesses to be aware of include that:

Researchers almost always overestimate the data required to find out about different aspects of
livelihoods. At the same time they underestimate the time taken to process and derive results
from that data. This can result in much unutilised data and great delays between collecting the
information and being able to act on the results.

Many social scientists feel impelled to skip simple data analysis in favour of sophisticated statistical
routines. In the process, more obvious livelihood insights can be overlooked and valuable
interpretation by non-specialists may be neglected.

Asking for information about incomes, some assets and intra-household issues can be very sensitive
(and sometimes cannot be done at all). Progress can be made by building trust between
enumerators and members of the community during any preceding PRA phase and by approaching
difficult questions in roundabout ways (for example, asking about consumption rather than
income, see also 4.10).

These Guidance Sheets aim to stimulate reflection and learning.

Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk

It is better to have a small
sample and ensure that this is
well-researched, than to have
a large sample full of
inaccuracies of data collection
and analysis. One way to
achieve this is to ensure that
enumerators are well-trained
and that they are appropriately
selected with regard to gender,
language and ethnicity.

If possible, and this will vary
culturally, several household
members should be present at
the time of interview so that
they can debate and verify
with each other the data that
is being elicited. Triangulation
of data collected at different
times and from different
sources is also important.
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Section 7 of the Guidance
Sheets (in preparation) will
present actual case studies
showing how particular issues
have been addressed. These will
be linked to DFID’s SL website
and learning platform:
www.livelihoods.org

Although qualitative research
does not generally strive to
produce absolute values,
qualitative information can
sometimes be aggregated to
produce quantitative
estimates.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

ISSUES IN LIVELIHOODS ANALYSIS

This sheet brings together and begins to address some of the concerns and tensions identified by
those already involved in livelihoods analysis. Other challenges are likely to arise as livelihoods
analysis becomes more common. It is hoped that many of these can be addressed through exchange of
information between practitioners, though some may require more deliberate policy-oriented research.

Qualitative vs. quantitative research

Livelihoods analysis makes use of both qualitative and quantitative research.

Qualitative research does not seek to establish absolute values for the things that it investigates; its
aim is to build up an accurate interpretation of what is being researched through triangulation of
many different descriptive sources. There is a strong overlap between qualitative research and
participatory research (see 4.5), although the two are not synonymous. Though its chief strengths
are in qualitative information gathering, participatory research can also collect quantitative data, or
ordinal data that is susceptible to quantitative analysis. In addition there are many non-participatory
techniques that can be used to gather qualitative information (many interview and key informant
techniques would fall in this category, as would time/activity studies, which may provide more
accurate information than PRA techniques).

Quantitative research seeks to place reasonably firm, absolute levels or values on the things that it
investigates. This may be done using simple ‘counts’ (e.g. of population size, water points, clinics,
varieties of rice in use), economic calculations (e.g. of net income from a given source or by household
member) or statistical inference techniques (e.g. to infer population characteristics from a sample).
However, the chief method of quantitative research remains the sample survey (see 4.6).

There is much debate about the relative importance of these two types of research and how they are
best combined. The table below shows strengths and weaknesses of both.

rType of research ~ Strengths Weaknesses
Qualitative Provides the initial basis for further More prone to bias because of reliance on interpretation
quantitative work (may be sufficient Difficult to infer population characteristics from a small
on its own) sample
More participatory Can be very time-consuming
Can be quick and low cost
Good for social processes and context
Can explain causes of quantitative findings
Quantitative Can be more concrete, systematic Concreteness can mislead
Can infer population characteristics Can be very extractive
from a small sample Tendency to collect too much data and to produce
L Can test the significance of quantitative findings over-complex analysis )

Effective livelihoods work needs a combination of qualitative and quantitative research methods

(and thus a variety of research skills). The precise nature of this combination will vary according to

the task in hand, but some pointers to good practice in this area are as follows:

< Reliance either on purely qualitative or on purely quantitative methods and data is not in general
a good idea, although there may be instances (small projects based on group working methods)
where qualitative methods alone are sufficient.

< A phased approach is likely to apply in many cases, with different methods playing different
roles in sequence, as suggested in Sheet 4.2.
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= Within this phased approach, moving from the general to the particular, the sample survey
would tend to be last data collection method deployed due to its higher cost and longer time-
frame.

e Asalways, it is essential to avoid generating too much information; the information gathering
process should be halted as soon as enough is known to proceed with project or policy decision-
making.

Extractive vs. empowering methods

Adoption of an SL approach indicates acceptance of the fact that answers are not known, and that

learning processes that involve poor people are required. In this context, tension often arises between Efforts should be made to
extractive (extracting information for use by others) and empowering (seeking to empower those minimise the disruption to
who participate) objectives of various field methods. It is becoming clear, however, that the objectives people’s lives when conducting
of the two are complementary rather than conflicting. livelihoods analysis — though

This section of the Guidance Sheets is mainly concerned with finding out about livelihoods in order ~ there will be a trade-off here
to inform project design, monitor the effects of development activity and evaluate outcomes, It~ With participation and
therefore tends to emphasise more extractive methods. It is not about project implementation, nor ~ thoroughness of analysis.
about ways to ensure that projects involve and empower intended target groups. However, many

projects whose goal and mode of implementation are empowering in character are preceded by

quick and effective extractive exercises to discover pre-project conditions and interim project effects.

For example, ranking methods used to reveal community priorities for primary healthcare (extractive)

can lead to a healthcare delivery project that incorporates participation in establishing the operational

guidelines for healthcare workers (empowering).

Working with partners

Livelihoods analysis (and subsequent activities in support of livelihoods) should be conducted with
partners (see 1.2, 3.1). Indeed, in many cases the SL approach will be employed in support of partners’ Investigating livelihoods is
existing initiatives. about working with partners

Partnerships will be facilitated by a shared commitment to poverty reduction and should be based ar?d Igcal people. Partnership
upon basic principles of equality, ownership, and participation. Partners should be fully involved in ~ With "?'CQU”UY research
all stages of livelihoods analysis and subsequent planning. It is also important to make the ‘results’ ~ €xpertise is central, and

of past uses of the SL approach available to partners in a concrete form. learning about the people who
are involved or likely to be

affected by project and policy
decisions is also essential.

There are many different entry points that can serve to promote a pro-poor agenda with partners
(e.g. poverty approaches themselves, decentralisation, rural development, local economic
development). Once the entry point has been identified, the SL approach can act as a mechanism to
help build the partnership, understand local circumstances and design development activity.

While it is important to facilitate a situation in which all development partners share the same

approach, flexibility is key. Partners should be given the space to adapt and change proposed

methodologies to fit in with their existing methods and with local skills and conditions. Presentations, It is important to share SL
consultations, discussion and practical exercises that include senior staff from partner organisations ideas not only with developing
can help to ensure that the SL approach and SL framework are widely available and understood. country partners, but also with
Through this process, DFID and partners can learn together — both about the nature of livelihoods  bilateral and multilateral

and about the particular role for DFID support. partners.

These Guidance Sheets aim to stimulate reflection and learning. February 2000
Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk
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It is important to recognise
that vulnerability or livelihood
insecurity is a constant reality
for many poor people, and that
insecurity is a core dimension
of most poverty. We are not
talking about isolated events or
occurrences but about a
dynamic situation in which the
poor are always on the brink of
extreme insecurity, sometimes
falling just below, sometimes
rising just above. The SL
approach seeks to militate
against such insecurity through
building up resilience.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

VULNERABILITY CONTEXT

The Vulnerability Context refers to the seasonality, trends, and shocks that affect people’s livelihoods
(see 2.2). The key attribute of these factors is that they are not susceptible to control by local people
themselves, at least in the short and medium term. It is therefore important to identify indirect
means by which the negative effects of the Vulnerability Context can be minimised — including
building greater resilience and improving overall livelihood security. This is of particular importance
for the poor, since a common response to adverse seasonality and shocks is to dispose of assets. Yet
the poor often have no saleable assets. Their lack of assets also means that they are often less able
than their richer counterparts to respond to positive trends.

How are vulnerability factors best identified?

There are two core considerations when thinking about the Vulnerability Context. These are:
= the extent to which different groups are exposed to particular trends/shocks/seasonality; and
= the sensitivity of their livelihoods to these factors (this relates directly to resilience).

These issues are best approached in a phased way, beginning with an overview of those risk factors
to which different groups in the community are most prone (e.g. food insecurity, drought, eviction,
illness and death, etc.). This can be followed by more detailed analysis of key problems, the nature
and magnitude of expected changes, coping strategies and potential solutions. The table below
shows some examples of the types of methods that can be used.

(" For finding out about ...

changes in health status

Trends

population density
degradation/renewal situation
morbidity, mortality

Events and trends that cause stress (either regularly or intermittently)
The existence of trends and sudden changes in such trends

Historical occurrence of floods, droughts, epidemics, local environmental trends and cycles

Level of food stores across the year, rainfall, crop planting and harvesting schedules, food prices,

Relative importance of vulnerability factors to different groups

- rainfall, temperatures (link to participatory data)
producer and consumer prices across the year

Method

Key informants
(including external experts)

Timelines

Seasonal diagrams,
sample surveys

Preference ranking

Secondary data

- meteorological
- price, economic
- demographic

- resource stocks
- health

J

Vulnerability to physical
violence may be related to
factors such as religious
orientation, caste, ethnic origin
or language. It can also be a
result of gender and age; girl
children may be particularly at
risk.

Vulnerability is the result of many factors, some of which relate to policies and institutions and a
lack of assets, rather than to particular trends, shocks or aspects of seasonality per se. For example,
many poor urban residents suffer vulnerability due to their informal legal status, poor living
environments (both physical and social), and lack of subsistence production. It is important to gain
a full overview of the causes of and underlying reasons for vulnerability. Participatory methods and
key informants can be particularly useful in this regard. Outside experts may also have valuable
perspectives.

Politics and conflict as a source of vulnerability

Uncovering various forms of political and physical vulnerability and the ways that these affect,
constrain or diminish livelihood options, is a key aspect of SL analysis. Unfortunately it is often
neglected. Consultations with the poor indicate that insecurity and vulnerability to physical violence,
often at the hands of police or security forces or other structures of state authority, are key livelihood
constraints. In many cases these concerns form part of the definition of what it means to be poor.
Political factors, including those that relate to informal structures at the local level, can also have a
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profound effect on vulnerability. For example, in an urban context the continued existence of an  See 4.4 for a discussion of
illegal settlement is frequently dependent upon coercive patronage relationships. In the rural context,  Strategic Conflict Assessment.
conflict over natural resources (land, water, woodland, fisheries, minerals, wild plants and animals)

may make the livelihoods of certain groups very insecure.

Trends

Livelihoods can be made more or less vulnerable by long-term trends. When investigating trends, it~ Some changes that appear as
is important to distinguish factors that may be susceptible to change (in direction or intensity), from  trends at a national or regional
those that appear likely to continue on their current trajectory, making livelihood adaptation inevitable.  level can impact on the

For example, many economic trends — such as the long-term decline in the real prices of many  household as severe shocks.
tropical agricultural commodities — are relatively fixed and predictable. Other long-standing trends  This is particularly true for

can, though, be subject to sudden change. For example, the construction of a new harbour can have jllnesses such as AIDS.

a rapid impact upon coastal erosion and deposition rates.

It is also important to recognise the difference between ‘local’ trends and national or more global
trends. The latter are usually more difficult to alter. Nevertheless, ensuring that the lessons learntin  Altering global environmental
smaller-scale projects feed up to higher levels and help bring about higher-level change is a key  trends (e.g. climate change) is
objective of the SL approach. For example, if a project is able, over time, to help reverse local  extremely difficult. However, it
degradation trends, this experience should be fed into the regional and national dialogue and action  remains important to consider
planning processes for environmental protection. Projects should build in this type of information  the local-level impact of such
sharing and policy influencing from an early stage. trends, and how this affects
livelihoods.

Shocks

When considering the risk of shocks, the community’s (or groups within the community) own sense

of past events and how often they occur can be a good guide to frequency and severity. For those  In the urban context,

types of shocks that cannot be predicted at all, even with the most sophisticated methods, community  discussions of past eviction
discussion may help think through ways of reducing negative impacts, especially on the most  efforts can reveal both when

vulnerable groups. these took place (people
remember when the bulldozers

The role of risk in livelihoods analysis came in) and the strategies
adopted to cope with such

Vulnerability is fundamentally about risk, uncertainty and lack of security. One important consideration
when thinking about the Vulnerability Context is the probability of a given event — shock, trend or
seasonal variation — occurring. While it is unlikely to be necessary to conduct a full-scale risk analysis
in the context of routine livelihoods analysis, there may be occasions when project or policy design
depends on a detailed assessment of risk. This might be the case in disaster preparedness and
mitigation programmes or when projects are specifically concerned with risk reduction (e.g. when
crop insurance schemes are under consideration).

shocks.

Some indicators of risk can be relatively easily derived from the secondary data used to examine

seasonality and trends. For example, meteorological data can reveal the frequency with which the

rainy season is delayed or fails altogether. Time series price data can reveal the existence of a long-

run price trend as well as the probability of continuation. Sensitivity analysis (i.e. demonstrating  1pe Caqueta Pilot Project in
through modelling the likely consequence of a particular change) can be used to think through the Lima, Peru, aimed to identify
livelihood impact of change. It is also used for examining the effect that changes in core, underlying ¢ stainable risk reduction
variables are likely to have on predicted outcomes. For example, price figures within  qeasures in an area vulnerable
+/- 20% of the expected trend might be examined to assess the impact on livelihoods. to landslide, earthquake and

The question of risk is also key to project planning. It is standard DFID practice to conduct a risk  fire. Risk was evaluated
assessment of projects during project preparation. If projects are framed by the livelihoods approach, through participatory planning
and project objectives relate to supporting people’s livelihood objectives, there will be a strong link  workshops, the findings of
between project risk factors and overall livelihood risk factors. which fed into project design.

These Guidance Sheets aim to stimulate reflection and learning. February 2000
Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk
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See 2.3 for more detailed
discussion of assets and the
roles they play in livelihoods.

Access to assets does not
necessarily mean control over
those assets or the services
they generate. Ownership,
access, and cost of access and/
or maintenance may need to be
considered separately.

Human capital depends upon
both the quality and quantity
of time available. It is useful to
think about how different
social groups allocate their
time (e.g. for domestic
purposes, leisure, socio-
political activity, productive
work activity) and the
opportunity cost of this time.
Time-use surveys can provide
very detailed information on
these issues, though they tend
to be costly to administer.

Projects concerned with food
security and nutrition regularly
use sample survey methods to
examine age-weight-—height
relationships for children in
order to determine patterns of
undernutrition.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS
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This sheet and sheet 4.10 are concerned with the asset status of different groups of people and the

communities in which they live. The SL approach endeavours to build on these assets (strengths)

instead of emphasising weakness and need. In order to do that, it is important to understand:

« levels of assets and their distribution among individuals, households, groups, neighbourhoods
and communities (gender and age disaggregation are essential throughout the investigation);

« changes in asset status over time (cycles within a year as well as longer-term changes);

= the roles assets play in livelihoods (some assets — e.g. livestock — fulfil multiple functions); and

e asset interactions.

Many of the answers to questions about assets will be found not through investigation of the assets
themselves, but through investigation of the relationships between assets and other components of
the SL framework. This underlines the importance of retaining a holistic view during investigation.

Methods for investigating human capital

Depending on the scope and purposes of the investigation, various methods can be used to assess
human capital (see 2.3.1. for a definition and discussion of human capital).

Secondary sources often provide a good overview of human capital issues. Much data on human
capital is routinely collected by governments, or emerges as a side product of government responsibility
for the delivery of services such as education and healthcare. In a livelihoods analysis context, this
type of data is most useful when collected at disaggregated levels within countries (e.g. provincial
human development reports). Composite indicators (e.g. the UNDP’s Human Development Index)
and cross-country comparisons made by international organisations can also be useful. Drawbacks
of secondary data include inaccuracy, outdatedness and over-aggregation at both a geographic
level and between different groups. For example, data is not normally presented by age and gender
groupings, meaning that supplementary investigation is often required.

Participatory methods are well-suited to finding out about the provision of services and facilities
that enhance human capital (such as schools/education, healthcare and sanitation facilities). Such
methods can also uncover barriers to access resulting from cost, location, or social factors (e.g.
gender, social status). An important advantage is that such methods can help engage members of
the community in problem-solving exercises, and through their use, service providers can be brought
together with community groups to seek joint solutions to problems.

Sample surveys are useful for collecting less controversial data, including a variety of indicators of
human capital (e.g. household demographics, education levels and access for various family members,
health status of family members). They can also provide some indication of a household’s (or
individual’s) ability to command labour beyond their own direct labour contribution. However, in
order to understand why some people command labour, why others do not and who is systematically
excluded, it will probably be necessary to complement surveys with more qualitative methods (key
informant interviews, focus groups, participatory techniques). Gender considerations and intra-
household analysis are of great importance when investigating command over labour.

Box 1 shows some indicators of human capital. Many of these are available from secondary sources.

Service delivery

(Box 1. Some simple indicators of human capital

= public expenditure per capita - life expectancy at birth
= physicians per thousand population - adult mortality rate (probability at age 15 of dying before age 60)
e primary school student:teacher ratio - under 5 mortality rate

N\

Outcomes (these should be disaggregated by gender)

- primary school net enrollment rate and completion rate
- literacy rate
- newspaper readership
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Methods for investigating social capital

Sheet 2.3.2 makes clear the difficulty of defining social capital. This asset operates at different ~ For a more detailed discussion
scales and because it refers to the moral and organisational context within which livelihood decisions  of social capital, see the DFID
are made, it is closely associated with issues of trust and reciprocity. These qualities are intangible  Key Sheet on this subject. This
and their assessment is therefore indirect, interpretative and open to disagreement and debate. is available on the web at
However, capturing the ways in which peoples’ social relationships, networks, associational and  www.oneworld.org/odi/
institutional linkages represent strategic livelihood resources is of enormous importance. The following ~ keysheets
are the types of question that must be asked.
= What social linkages or networks exist for a particular social unit? At what scale do they operate?
< To what extent do these links provide tangible resources and services that support livelihoods?
« Does affiliation to particular social networks or institutions constrain people from achieving

given livelihood outcomes?

A common entry point for analysis is a community-wide survey of associative-type organisations,

their membership and activities. However, it is not just the existence of such organisations thatis ~ Sample surveys can be used to
important; what is significant is the functionality of these social links vis-a-vis livelihoods. This  quantify links between

issue can be investigated through the creative use of existing PRA and survey techniques. organisations. They are best

Social maps can help identify and locate — spatially and in terms of scale — the institutions and ~ €mployed after PRA techniques
social relations to which people have access. For example, kin-based networks will often (but not ~ have established the focus of
always) be located primarily within peoples’ residential locale. Other associations may be located in ~ investigation.

neighbouring urban centres or at district and national level. Lack of links between formal and informal

institutions and between institutions at different scales can be a key constraint to livelihoods.

Timelines can be used to track broad changes in social capital and to examine why some associational
links and institutions are more resilient than others to shocks and stresses.

Matrix/preference ranking can show the relative priority people attribute to given social networks  Cities are often less safe and
as well as helping to understand the significance of these for particular aspects of livelihoods. For ~ more socially fragmented than
example, kin links may assist with the provision of food or cash as a ‘safety net’ during crisis but civil  rural areas. Social capital may
society institutions provide wider support for human capital development (health and education). be lacking amongst migrants;

Venn diagrams provide an additional means for establishing the roles, responsibilities, and ~ they may _be _fo_rced to rely on
expectations that people have concerning various formal and informal institutions. The use of Venn ~ Powerful individuals who

diagrams also assists with problem identification (in terms of cause—effect relationships). exploit their powerlessness.
However, in established

settlements, or where
communities have a common
bond (e.g. migration from the
same area or caste), the
potential for building social
capital can be good.

Box 2 shows some indicators of desirable social capital that have been used in empirical studies. It
should, though, be borne in mind that social capital is a slippery concept and one that is subject to
much disagreement. For example, occupation and kin homogeneity appear in the box as positive
indicators, but they could also make a group particularly vulnerable to shocks because risk is not
widely spread. Other concerns about social capital include the fact that:

» the concept may be unfamiliar, and therefore alienating, to partners;

< reliance on extended networks can indicate vulnerability rather than being a source of strength;
« groups exclude as well as include, constrain as well as facilitate;

= the costs of maintaining social capital can be high, and may fall disproportionately on women or

less powerful members of the household.

(Box 2. Indicators of desirable social capital )
Group level Individual level
= extent of membership = extent of reliance on networks of support
= degree of participatory decision-making = % of household income from remittances
- kin, income and occupational homogeneity within the group * % of household expenditure for gifts and transfers
- extent of trust in the group = old-age dependency ratio
(Source: Grootaert, C. (1998) ‘Social capital: The missing link?. Social Capital Initiative Working Paper No.3. Washington, D.C.: The World Bank. )

These Guidance Sheets aim to stimulate reflection and learning. February 2000
Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk



Department for
International
Development

HODS

Women and men often have
differential access to natural
assets and vary in their
dependence on particular
assets. Investigative methods
should incorporate elements of
gender analysis and be
sensitive to age and other
social distinctions.

Assessing biodiversity’s
contribution to ecosystem
services is complicated. It
requires more specialised
approaches. Many new
methods are currently being
developed. The real challenge
will lie in relating these
techniques to the changing
needs of poor people.

The Cochin Urban Poverty
Project in India has been
supporting the Government of
Kerala’s initiative to grant land
tenure to residents of
unauthorised urban
developments. Formal tenure
can then be used as an asset to
apply for a housing loan.

Waste and rubbish are a form
of physical asset particular to
the city, and crucial to many.
Access to and use of rubbish
may be strictly controlled by
scavenger groups, so waste
cannot be assumed to be an
Open access resource.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS
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Methods for investigating natural assets

The distribution of privately owned natural assets — e.g. private land, customary tenure land that is
treated as private, private housing plots, livestock and privately owned trees — can often be ascertained
from a sample survey. The availability of these resources for the community as a whole can be
discussed in community meetings. However, accurate assessment at this level might require expensive
methods such as aerial photography, satellite imagery, maps, soil survey data, etc.

Quality and management issues are more likely to be understood through participatory methods
such as transect walks, mapping (to show current and past land use, water sources, etc.), ranking of
species (by abundance or importance), timelines (showing historical changes in rainfall, pollution
levels, river flows, soil fertility, forest composition, etc.) and seasonal calendars. Participatory methods
can also shed light on issues of access. Property rights regimes and the rules of access to customary
and communal lands can be researched using stakeholder analysis, key informants, focus groups
and visual tools such as Venn diagrams.

Biodiversity

Biodiversity is a key aspect of natural capital because it is — and in itself supports — the variety and
variability of all life at all levels (genetic, species and ecosystem). Variety is important because it
provides people with choice; if one crop fails there are alternatives. Variability is important because
it enables organisms to adapt, or be adapted to, changing conditions (e.g. by gene manipulation).

Indicators of biodiversity range from the genetic level (e.g. landraces) to species level. Indicators should
be selected in a participatory way using poor people’s own criteria. But assessing biodiversity is only part
of the story; assessing the consequences of changes in biodiversity, and for whom, is equally important.

DFID forest projects in Ghana, Malaysia, Cameroon and Mexico have piloted methodologies for

bioquality assessment. These attempt to score species against a range of biological indicators (e.g.

global rarity, ecological importance, taxonomic relatedness and local abundance). Challenges include:

= How to weight these indicators (e.g. is a rare species with no ecological dependants more valuable
than a less rare species with close relatives on which other species flourish?).

= How to incorporate social and economic indicators (e.g. sacredness, role in pollination, etc.) and
ensure that an appropriate balance is maintained between these and biological indicators.

Urban areas

It is important not to neglect natural capital issues in urban areas, where the very scarcity of natural
capital can make this a particularly valuable asset.

« Security of tenure for household plots is key in reducing the vulnerability of the urban poor.
< Rivers may provide water for washing, drinking, small enterprises or waste disposal.

« Small patches of land may be used for small-scale urban agriculture or livestock rearing.

Pollution of natural assets is a major concern in urban areas; assessment should therefore take asset
quality (and its effect on local and more distant people) into account.

Methods for investigating physical assets

Sample surveys provide an effective method of assessing personal and household assets, as do
group methods using structured checklists. Counting the assets owned by individuals within the
household is relatively easy as items are often visible and issues of ownership do not tend to be
sensitive. Key categories of personal/household physical assets include:

< items that enhance income (e.g. bicycles, rickshaws, sewing machines, agricultural implements);

< house quality and facilities (e.g. wall, floor, roof construction materials, cooking utensils, furniture);
= piped water, electricity, waste disposal and other services (do people have access or not?); and
= personal consumption items (e.g. radios, refrigerators, televisions) which are often good indicators

of relative wealth or poverty.
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Some physical assets — e.g. ploughs, pumps, pickup trucks — may be under the shared ownership of
a distinct group (though this is less common in urban than in rural areas). Shared ownership can be
investigated by sample survey, though PRA methods may be needed to understand management
arrangements and situations whereby poorer people can access such assets for a fee.

Infrastructure poses quite different methodological issues. Here the distinction between the existence/
quality of an asset and access to it becomes critical. Some infrastructure (e.g. most roads, drainage)
tends to be free for all to use, while use of other types of infrastructure (e.g. electricity systems, toll
roads) requires payment of user fees. User fees can be either legitimate or informal —i.e. bribes. Both
should be investigated.

Existence/quality: Simple inventories can be made of drainage facilities, water systems, roads,
etc. Physical surveys may be necessary to reveal quality. Seasonal variation should be considered.
Access: Sample surveys, key informant interviews and participatory techniques (ranking and
scoring techniques, mapping, causal diagrams, Venn diagrams, seasonal calendars) can help reveal
perceptions of infrastructure provision, accessibility and cost by different groups. Secondary
data on user fees may also be available.

Methods for investigating financial assets

Sheet 2.3.5 stresses the importance of taking a broad view of the financial services required and
used by the poor (including credit, savings, insurance and other social protection measures). This is
in addition to finding out about any regular flows of money to individuals and households (e.g.
remittance income, pensions, etc.). Various approaches can be used to investigate these issues.

Preference ranking and matrix scoring methods can be used with different groups to compare
the importance of different credit sources or savings, sources of cash and insurance options.
Seasonal calendars can help reveal within-year variations in saving and borrowing patterns
while life-cycle profiles can yield similar information for a longer period, capturing significant
shifts in financial flows (e.g. when a pension becomes available or dependency ratios change).
For group, club and rotating credit and savings schemes, focus group discussions with members
are a good source of qualitative information.

Key informants and semi-structured interviews (e.g. with sub-branch managers of state rural
banks, village moneylenders) can help develop an understanding of the wider financial
environment, as can more quantitative sample surveys.

More formal economic techniques and financial analysis may be required to develop an
adequate understanding of the sustainability of existing credit and savings organisations and
institutions. In some cases the organisations themselves will be able to provide good records. In
others, external experts, familiar with local accounting conventions and relevant economic
techniques (e.g. cash-flow analysis), may be needed.

If lack of access to credit is deemed to be a major constraint, and hence a potential focus for
project activity, detailed investigation of individual and household credit sources and conditions
and costs of borrowing may be called for. A sample survey can be useful here. It will also be
important to build up a picture of household budgets and people’s ability to repay credit. This
calls for the use of household budgeting techniques. It may be necessary to ask people to keep
detailed household expenditure accounts for a period to be sure of accuracy in the data used.

The assessment of financial assets can be a very delicate matter. People tend not to speak readily
about their levels of personal savings or wealth, regardless of the form in which these are held.
Likewise, both debtors and creditors may be unwilling to reveal how informal credit systems operate
and who controls them. Making an accurate assessment of these issues therefore requires a great
deal of skill, use of a variety of methods and extensive triangulation. It can be helpful to approach
issues in a roundabout way, asking hypothetical questions (e.g. what the respondent would do if he/
she suddenly needed cash) or focusing on very specific issues (e.g. wedding gifts, inheritance, etc.).
Often consumption surveys will provide more accurate information about stocks and flows than will
direct surveys of financial assets.

These Guidance Sheets aim to stimulate reflection and learning.

Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk

The Core Welfare Indicator
Survey, piloted in Ghana with
DFID and World Bank support,
offers one approach to
assessing access to services
(both government and
non-government). The
pre-coded survey measures
access to services such as
healthcare, water provision and
solid waste management,
against predefined levels of
service provision.

When investigating credit
opportunities, it is essential to
be sensitive to gender
differentials; poor women
typically find it more difficult
to access and control credit
than poor men.

Official income and
expenditure surveys can
provide an inital impression of
income and asset levels and
can be used as one resource for
triangulation (though their
accuracy can vary significantly
between regions and
countries).
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Another way to manage the
complexity of Policy,
Institutions and Processes is to
think of the various levels at
which these operate (global,
national, regional, district,
local) and to consider how
these are linked.

These categories overlap. For
example, governance and
service delivery are inter-
related, as are social relations
and social organisation. The
policy process influences, and
is influenced by, all the other
categories.

DFID’s Technical Note No.14
‘Institutional development’ sets
out approaches for
institutional appraisal and
suggests specific techniques to
assist with the analysis. For
example, the STEP analysis
(socio-cultural, technological,
economic, and political/legal)
provides a broad but concise
assessment of the environment
in which the project will have
to operate.

Current institututional
appraisal methodologies and
checklists tend to focus on
national or sector levels and
are not particularly well-suited
to being used with a specific
group of stakeholders, or in a
defined geographic area.
Further work is required to
develop methods for such
purposes.
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4.11

This sheet examines the social, political, institutional and organisational context of livelihoods. In
previous sections of the Guidance Sheets this area of the framework was referred to as Transforming
Structures and Processes. The name has been changed to highlight key issues and increase the
accessibility of the framework to partners.

What should be investigated?

Research is facilitated by breaking down the overall context into categories that make sense from a

policy and social change perspective. One possible breakdown is as follows:

= Social relations: the way in which aspects such as gender, ethnicity, culture, history, religion and
kinship affect the livelihoods of different groups within a community or neighbourhood.

< Social and political organisation: decision-making processes, civic bodies, social rules and norms,
democracy, leadership, power and authority, rent-seeking behaviour (if any).

e Governance: the form and quality of government systems (structure, power, effectiveness,
efficiency, rights and representation).

= Service delivery: the behaviour, effectiveness and responsiveness of state and private service
delivery agencies.

< Resource access institutions: how the institutions that determine access to resources function.

= Policy and the policy process: the effect on livelihoods of key policies (and legislation) and the
way in which policy is determined (by whom, for whom and influenced by which groups?).

This is a broad agenda that requires a wide range of analytical skills and techniques: social, political,
organisational, managerial, economic, operational and technical. A particular focus should be placed
on issues of sustainability (see 1.4): are policies, institutions and processes sustainable over the
longer term? Do they promote social sustainability and create an overall enabling environment for
sustainable livelihoods. It is also important for the analysis to be dynamic and for the initial
investigation to link to monitoring and evaluation systems in any subsequent projects.

Understanding the context

Itis unlikely that all the categories above would need to be researched in equal depth. What is most
important is to gain an overview that enables follow-up investigation of factors that seem to pose
particular problems or offer special opportunities for the poor. Available tools to inform both phases
include: review of secondary data; stakeholder analysis; social appraisal techniques; economic and
financial analysis; good government assessment frameworks (including political analysis); and
institutional appraisal methodologies and checklists.

The use of participatory methods and key informant interviews helps to capture the views of the
affected community members, and to avoid an overly ‘top down’ analysis of the institutional context.
Key informants can provide an assessment of the organisations and institutions that are important
to livelihoods. Venn diagrams provide an excellent visual approach to discovering individual and
community views on relevant organisations, their importance and the interactions between them. It
is particularly important to understand the links — or lack of links — between local and district or
national organisations and how these affect livelihoods.

Compiling institutional information can be particularly challenging because many key institutions
are informal and lack a visible organisational form. However, simple linkage diagrams have been
found to be helpful for tracing which processes, operating at which different scales, are important
in different people’s livelihood strategies.

Assessing the performance of organisations

It is important to gain a dual perspective on organisations, seeking to understand both the views of
groups within the community/neighbourhood while also undertaking a more ‘external’ investigation
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of structures. Key questions — to be examined from both sides — include:

What are the mechanisms through which people’s views are captured and included in the
development planning process? Are these distinct for men and women?

How do government/quasi-government organisations link to civil society groups? How do they
hold themselves accountable to their clients? Is local ownership and management promoted?
Are there any obvious ‘gaps’ in civil society organisations?

Do key agencies have local offices or service points? How accessible are these?

Are policies and development plans adequately resourced (in both human and financial terms)?
What is the role of the local political representative or body?

There are several techniques available to assist with analysis of organisational performance. The
‘four Rs’ (roles, responsibilities, rights and relations) described in Sheet 2.4 can help thinking about
inter-relationships. The ‘seven Ss’ methodology (strategy, structure, systems, skills, staff, style of
management and shared values) is useful for thinking about the performance of private organisations,
while SWOT analysis (strengths, weaknesses, opportunities, threats) can be employed for both public
and private organisations. If necessary, these tools can be supplemented by more detailed analyses
into financial viability, competencies, and operational capacity.

Assessing social relations and processes

Many of the more sensitive issues of social relations — including how power and authority operate
— are best investigated using key informant interviews. PRA methods do not always work well for
such issues because people rarely challenge authority in public gatherings; the community ‘view’
projected in such forums is unlikely to reflect the differing social positioning of individuals within
the group. Key questions that semi-structured interviews should address are:

How do different social groups relate to one another?

Which groups are excluded from mainstream society and why?

What patterns of activity distinguish the lives of women/men? What distinct status and roles
are assigned to men and to women, boys and girls, and how do they affect activities?

How does authority work in the community? What is the role of the ward chairman, the village
head or the council of elders?

How do ordinary villagers make their problems known to those in authority? What is the likelihood
that such problems will be acted upon? To whom in the community is authority most and least
responsive?

How does the community or neighbourhood deal with conflicts and grievances?

Analysing policy and policy processes

The following are key questions, with regard to policy processes.

How are policies framed, based on what sources of knowledge? Are local interests represented?
How are different interests represented in the policy process? Who is included and excluded?

Which actors have the greatest influence on policy change?

Are policies supported by appropriate budget allocations? Are budgets being used effectively?
Is policy coherent and independent of special interests?

Where policy objectives and associated indicators are established at the time when policies have
been made, analysis is facilitated. Sometimes data on policy outcomes will already be being collected,
though it is usually necessary to supplement such data with more qualitative and local-level
investigation of policy outcomes and the effect on particular social groups. Where the hoped-for
impact is not evident it is important to understand the causes for failure (e.g. incorrect policy
objectives, poor legislation, inefficient delivery mechanisms including insufficient publicity, distortions
arising from the behaviour of local politicians, corruption, etc.). A key concern for development
efforts is how to ensure that such local-level findings lead to meaningful change in policies and
budgets, given that responsibility for these matters usually lies at national level.

These Guidance Sheets aim to stimulate reflection and learning.

Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk

Structured interviews with key
informants, using checklists
for consistency and
completeness, are a key
information gathering
technique. Confirmation of
the findings with reports and
validation with communities
helps to avoid bias.

Social relations and processes
relate closely to social capital
(see 4.9). Many of the methods
discussed in that context are
equally valid here.

Problems often arise when
community leaders who work
with the project are not held in
high regard. Projects in Brazil
have attempted to avoid such
problems by systematic
information gathering on the
nature of leadership, the
institutions to which leaders
are connected, and the extent
to which the demands of
leaders are the same as those
of the community.

A variety of methods can help
to answer these questions
including case studies, actor
network analysis, snowball
sampling procedures, and
narratives of policy change.
The analysis itself is best
conducted in conjunction with
representatives of those
responsible for setting and
managing policy.
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Sometimes what seems at first
to be obvious turns out to be
plainly wrong. For example, a
‘fishing village’ may turn out to
obtain less than 10% of its
income from fish, and it may
be only the better-off families
who engage in fishing.

Once a picture of livelihood
strategies has been built up, it
is easier to predict the effects
on different groups of
particular policy decisions. For
example, it will be easier to see
who will benefit from
improvements in
infrastructure, who will be
most affected by the
introduction of user fees for
services such as extension and
water provision, who will be
affected by particular price
changes, etc.

Most government programmes
tend to focus on formal
employment options. Yet
investigation of livelihood
strategies shows us that most
of the non-agricultural poor
find their livelihoods in the
informal sector.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

LIVELIHOOD STRATEGIES

The purpose of investigating strategies is to seek patterns that can be acted upon in order to improve
the livelihood prospects of the poor. This is about discovering alternatives and increasing options. It
links to issues of targeting. In some instances, such patterns are obvious at the outset and no formal
analysis is required. However, caution should be exercised; sometimes the most visible livelihood
strategy is not the most important (see Box 1). Furthermore, there may be wide, but not immediately
apparent, differences between the livelihood strategies of various social groups within a community.

Other general concerns when conducting analysis of strategies are:

= Investigations of Livelihood Strategies tend to focus on income sources. However, this aspect of
the SL framework goes well beyond income, and it is important not to neglect other considerations.
One way of ensuring a broad view is to think about people’s underlying livelihood strategies,
what they are trying to achieve (this relates directly to Livelihood Outcomes — see 4.13) rather
than what they may be doing at any point in time. This encourages us to consider issues such as:
the way in which people use their assets (to maximise income or minimise vulnerability?); which
assets they choose to invest in and which they chose to run down; where they are obtaining the
skills necessary to pursue different strategies; and the money-saving (as opposed to money-
earning) or non-monetary (e.g. domestic) activities they undertake.

« Because different household members have varying access to assets, can be located in different
physical areas (in the case of split urban/rural households or seasonal migration) and are bound
by different social norms and institutions, they may adopt very distinct livelihood strategies. The
household may therefore not be the most appropriate unit of analysis. ‘Unpacking’ what goes on
within the household is a key step.

< Livelihood Strategies are in a continuous process of flux: people adapt to evolving threats and
opportunities, changing livelihood objectives and also as their own capabilities alter during
their lifetimes.

What can participatory methods tell us about strategies?

Participatory methods are very useful for understanding livelihood strategies.

e Group discussions can describe evolving patterns of activity in a community and provide
interpretations of the reasons for changes that have taken place.

< Key informant interviews may help reveal patterns of activity or strategies adopted by those
who have managed to ‘escape’ from poverty.

« Diagrammatic methods can help to distinguish groups or household members that specialise in a
particular income-generating activity, as well as identifying those that follow mixed strategies.

= Seasonal calendars can capture the peaks and troughs in time allocation to different activities.

< Preference ranking can help reveal people’s criteria for decision-making about their strategies,
including how they choose to invest any surplus they generate.

< Wealth ranking can produce an initial division of households; ensuing discussion may shed light
on the different strategies followed by given wealth groups.

Sometimes PRA methods are all that is needed, though data generated through PRA may tend to be
more descriptive than explanatory. In addition, deeply held views about the way things are may, in fact,
not be very accurate (due to rapid change and new opportunities or because these views reflect only the
majority opinion). It can be useful to follow PRA up with more detailed economic analysis. This can
provide greater explanatory detail, help link assets to particular activities, investigate economic returns
to given strategies and identify the constraints that people face in altering their strategies.

What can sample survey methods tell us about strategies?

Sample surveys are good at capturing detailed income data. Understanding income composition
and sources can be particularly important in urban areas, due to the density and variety of livelihood
opportunities. Income-generating activities range from service provision (e.g. childcare, cleaning),
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to renting out rooms, hawking, trading, small-scale enterprise and begging, as well as more formal
employment and wage earning opportunities.

More precise information can enable the income component of Livelihood Strategies to be compared

across and within different social groups and between men and women. Sample surveys may also

reveal whether there are wide or narrow income disparities between different groups. This can help It is important in sample
inform decision-making about targeting within projects and programmes. surveys to ensure that

However, income data is sensitive, and survey questions may be most effective when rather indirect ~ information is obtained from
(see 4.10). Often income data ‘emerges’ from group discussions about activities (e.g. family members ~ 00th men and women in order
out working for a wage, the jobs they are doing, the permanence or seasonality of the job), though £ pIrO(Eiuc;.\ a gender-sensitive
there is a danger that less obvious sources of income (e.g. remittances, migration, pensions, rental analysis ol INCOME SOUITCes.

. . . . . . . . Care should also be taken to
income) will be ignored in such discussions. Having more than one person present when questions investigate issues of

are asked enables people to correct each other and assist recall. However, individual follow-up may seasonality

be necessary; people are often unwilling to talk about remuneration in a group setting.

Income pOI‘thlIOS It can be useful to divide

Income data allows an income portfolio to be constructed (see Box 1). Portfolios can be compared ~ sample households according
and contrasted between households and across different social groups using pie charts or stacked  to the dominant strategies
bar charts. Depending on within-group variability of income shares, particular portfolios may be  they pursue and to cross-
statistically significant and therefore generalisable to the community as a whole. If high variation  reference this with wealth-
within and between groups makes such inferences impossible, at least it will have been discovered  ranking data to show whether
that all sections of the community pursue very different strategies. This is important data for project  there are significant

design purposes. Sometimes the overall portfolio across the sample is sufficiently revealing by itself ~ differences between poor and
to have made the effort worthwhile, irrespective of the more detailed analysis. better-off households.

(Box 1. Mean household income portfolio, 1997

The chart shows the mean income portfolio
Self employment (11%)

for 90 coffee growing households in three
villages on the slopes of Mount Kilimanjaro,
Tanzania. This was a bad year for coffee due
to climatic factors and disease, nevertheless
an income contribution of just 1% was
unexpected and confirmed rather forcefully
Coffee (1%) thg fi.ndings of group discussions .that
dairying had become much more important
than coffee in this community over the
previous decade.

- J

Sustainability of livelihood strategies

Other crops (30%)

Remittances (14%)

Nonfarm wages (10%)

Other livestock (5%
Dairy (26%) er livestock (5%)

Farm wages (3%)

When investigating Livelihood Strategies, it is important to address issues of sustainability (see 1.4).
= What is the impact on the natural resource base of current livelihood strategies?

= Are short-term survival considerations forcing people to adopt unsustainable strategies? Some of these questions can
= What are the effects of such strategies on the wider environment (consider environmental health ~ be addressed in group

issues, waste generation and disposal, energy and water use)? meetings and through the use
= Which groups are structurally excluded from particular livelinood strategies and why? (Thisrelates ~ of PRA tools. Others — e.g.

to issues of social sustainability.) questions of environmental
= Are the institutions that support current strategies (e.g. migration networks) sustainable? change — may require input
The answers to these questions will be vital in any subsequent project or policy planning. from external experts.
These Guidance Sheets aim to stimulate reflection and learning. February 2000

Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk
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Although this is the final sheet
in this section, understanding
Livelihood Outcomes may be
the first and most important
step in any livelihoods analysis.

Developing an understanding of
sustainability issues is the one
aspect of investigation of
Livelihood Outcomes that may
not be fully participatory.

This section draws heavily on Narayan,
D. etal. (1999) Can anyone hear us?
Voices from 47 countries. Washington,
D.C.: World Bank.

Available at
www.worldbank.org/poverty/
wdrpoverty/conspoor/canany.htm

Other relevant findings of PPAs
include the fact that people
talk much more about assets
(that will enable them to
withstand shocks) than they do
about income.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

LIVELIHOOD OUTCOMES

Livelihood Outcomes are what people are seeking to achieve through their Livelihood Strategies
(see 2.6). They are likely to vary according to place, time, context and individual. This makes them
extremely complex. However, unless we conquer this complexity and gain an understanding of
what it is that people are aiming for (as well as what it is they are actually achieving), we will never
be able to develop a meaningful understanding of livelihoods as a whole. Nor will we be able to
determine how we can best support people in achieving their goals.

Livelihood outcomes and sustainability

Sheet 2.6 emphasises that DFID seeks to promote sustainable livelihoods. This has a normative
aspect to it which goes beyond people’s own objectives or definition of poverty. Our understanding
of outcomes should therefore incorporate the four dimensions of sustainability that are noted in
Sheet 1.4. This implies a need to investigate the effect of people’s livelihood strategies and the
outcomes that guide them on social, institutional, environmental and economic factors (and
subsequently to promote positive directions of change). Both material and non-material outcomes
for certain groups may be challenged by others and therefore be non-sustainable. Or else the
achievement of a given outcome may be at the expense of severe environmental degradation.

Useful tools for analysis of sustainability include environmental checklists, as well as social, economic
and institutional appraisal and, where relevant, analysis of conflicts (see 4.3-4).

Livelihood outcomes and poverty

In most cases, Livelihood Outcomes can be thought of as the inverse of poverty. That is, if an individual
describes poverty as food insecurity, powerlessness and a lack of access to key services, then the
livelihood outcomes they seek might be expected to be food security, a sense of power and dignity
and improved access to services. Therefore, the primary method of understanding Livelihood Outcomes
is to develop a thorough understanding of local definitions of poverty. This is an area in which there
has been considerable progress over the past decade.

Participatory poverty assessments

Recent Participatory Poverty Assessments (PPAs) have found poverty to be a multi-dimensional

social phenomenon based on many interlocking factors (this is clearly congruent with the SL approach

as a whole). Despite the complexity of poverty, they have also found that there is commonality

across locations and groups. The following are core components of the way in which many people

understand poverty:

= astate of dependence and a lack of psychological well-being;

« asense of isolation from services, markets, government institutions and information;

« powerlessness and a lack of voice;

- food insecurity;

« lack of employment and insecure sources of income;

e illiteracy;

« lack of assets to protect against shocks (i.e. vulnerability);

« insecurity, including physical insecurity and helplessness in the face of exploitation;

« physical weakness, ill heath and lack of access to respectful, effective, inexpensive and non-
time-consuming healthcare;

= social isolation, loss of culture, disintegration and lack of dignity/respect in social life; and

= time poverty for women.

Any investigation of Livelihood Outcomes must therefore be sufficiently broad to uncover this wide
range of issues (where they are locally relevant).
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Thought must also be given to how these aspects of poverty ‘translate’ into desired Livelihood
Outcomes. For example, if people are seeking to combat social disintegration, how do they go about
maintaining their cultural identity and social solidarity? Such questions may be best answered by
revisiting the issue of outcomes after more detailed analysis of Livelihood Strategies (this is one
example of the iterative nature of livelihoods analysis). Observation of livelihood strategies can also
reveal much about the relative priority of different outcomes for different groups.

Methods for understanding outcomes

Since we are aiming to understand people’s own views of poverty and how they might overcome
this, it makes sense that most relevant methods for understanding Livelihood Outcomes will be
participatory. PPAs generally use a variety of PRA-derived tools to develop an understanding of
poverty. The key is that they are flexibly applied and that specific questions are not determined in
advance.

= Group methods can be used to identify a list of relevant outcomes for different social groups. If ~ The outcomes which people

appropriate, these can be ranked (e.g. using matrix ranking methods) and linkages between
different outcomes can be established.

Wealth ranking can help establish local criteria for what it means to be poor/rich. It is important
when conducting any such ranking exercise to push beyond income and consumption issues and
think in terms of developing an understanding of overall livelihood categories that make sense
in the local context.

Community-based planning processes often use a process of ‘visioning’ to gain better insights
into livelihood outcomes. Initial ‘desires’ are worked up into a longer-term (e.g. three year) vision
which can then be discussed in more concrete terms. Visioning differs from local planning in
that it encourages people to engage in creative thinking about where they would like to be in
the future (as opposed to just ‘ticking off’ lists of needs). If using such a method in the SL
context, it is important to base the vision on perceived strengths in the community and not to
raise expectations unduly (especially when the future existence or shape of a project is still
unclear).

seek to achieve do not always
directly contribute to poverty
elimination (as understood by
donors). For example, it has
been documented in urban
areas of Brazil that young
people are willing to forgo
meals in order to purchase
status goods, such as Nike
sneakers. Although it is
important to understand the
impact that this type of
behaviour has on livelihoods
and possible project outcomes,

the focus of this sheet remains
on outcomes that are more
directly supportable by DFID.

Whatever method — or combination of methods — is used, it is important to ensure that adequate
time is allocated to ensure that underlying livelihood outcomes are established. For example, a
group of people may state their desired outcome to be the establishment of a clinic in the community.
Further discussion will reveal that their ‘real’ concern is poor health status and lack of access to
health services.

It is also important to consider actual outcomes (both positive and negative) and how these compare
with desired outcomes for particular groups. This can lead to a valuable process of dialogue about the
disparity (if there is one) between objectives and actual achievements and what causes this disparity.

The dynamism of outcomes

Although it may be tempting to think of Livelihood Outcomes as an ‘end state’, it is important not to
overlook the dynamism of livelihoods and the ‘feed back’ from outcomes to other aspects of the
framework. Positive outcomes tend to expand the asset base while negative outcomes tend to erode
it. Thus, Livelihood Outcomes are in effect processes that unfold over time. As well as understanding
these processes themselves, it is important to think about how they shape the entire ‘pattern’ of
livelihoods.

The feedback from outcomes to
assets is highlighted in the SL
framework, but other types of
feedback — e.g. between
outcomes and the Vulnerability
Context, or Livelihood
Strategies — may also be
important.

In addition, even if positive outcomes are achieved, there will be questions as to how sustainable
this situation is. What must people do to ensure the continuing achievement of their goals? Are
these outcomes achieved at the expense of other people or even other outcomes? Competition for
resources needed for the achievement of livelihood outcomes is inevitable (see 2.6 for a discussion
of trade-offs) and competition is always a dynamic process.

These Guidance Sheets aim to stimulate reflection and learning. February 2000

Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk
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Given the number of
institutions that discriminate
against poor people, poverty
alleviation programmes and
policies can make only modest
contributions to improving
conditions unless institutional
frameworks are reformed or
created in ways that provide
equity and opportunity for
those who live in poverty.

SUSTAINABLE LIVELIHOODS GUIDANCE SHEETS

INTRODUCTION

Effective policies, institutions and processes (PIP) are recognised as essential in sustaining livelihoods.
Together, they shape poor people's livelihood options. Although the importance of policy and
institutional issues is widely recognised, approaches to reform are generally poorly understood. This
section of the Guidance Sheets focuses on the concepts, methods and tools needed to help design
and manage development interventions that promote pro-poor policies and institutions.

Why focus on policies, institutions and processes?

Taken together, policies, institutions and processes form the context within which individuals and
households construct and adapt livelihood strategies (see 4.11). As such, the PIP dimension of the
SL framework embraces complex issues concerning participation, power, authority, governance,
laws, policies, public service delivery and social relations as influenced by gender, caste, ethnicity,
age and so on. In effect, they determine the freedom that people have to transform their assets into
livelihood outcomes.

Policies, institutions and processes determine, amongst other things:

® poor people's access to various assets (such as land or labour);

e the benefits poor people are able to derive from different types of capital (through markets);
e the environment for private sector investment;

® the extent to which poor people are able to engage in decision-making processes; and

® individual and civil society rights.

In many developing countries, policies and institutions discriminate against those with few assets
and disadvantage poor people. Such discriminatory policies and institutions undermine development
efforts to eradicate poverty. It is now generally accepted that significant and sustainable gains in
poverty reduction cannot be achieved unless accompanied by pro-poor reforms to domestic and
international policies and institutions.

What is the distinction between institutions, policies, organisations
and processes?

The words institutions and organisations are used interchangeably in everyday speech but, in the
context of the livelihoods approach, they have distinct meanings.

Institutions

Policy analysts define institutions as the rules, norms and values that shape our behaviour. Sometimes
known as the 'rules of the game’, institutions can be:

e Dboth formal (e.g. laws that govern land tenure, market transactions or civil rights) and informal
(e.g. social customs and conventions);

e created (e.g. as a result of deliberate political or policy decisions) or may evolve over time;

e present at local, organisational, national, and international levels.

Table 1 provides some examples of formal and informal institutions at international, national and
local levels.

Institutional causes of poverty can include:
e Economic - institutions that restrict access to markets, land, labour opportunities, and credit;

e legal - inadequate legal protection, victimisation by violence, vulnerability to corrupt practices
by police and judiciary;
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e Political - prohibition of democratic processes that deny poor people a political voice;

e Social - exploitative patron-client relations.

Table 1. Formal institutions Informal institutions
International International Trade Rules that Political affinities, which influence
impose trade barriers or allow levels of co-operation

dumping of subsidised products Historical links between countries

manifested in favourable trading
relationships

National Property rights Position and attitudes towards
Labour laws (Union rights, women
immigration rules) Patron-client relationships
Intellectual property rights

Local Movement restrictions on Rules for share-rearing or share-
agricultural produce cropping

Organisations

If institutions are the rules of the game, then organisations are defined as the 'players of the game'
The distinction between institutions and organisations is often illustrated using an analogy of a
game, such as football. The institutions that define football are found in its rulebook. The organisations
are the teams of players that are formed to ‘win the game’ Another organisation, in the form of the
referee, is also created to enforce the rulebook. Different types of games (such as football, rugby or
cricket) are distinguished by differences between their respective rulebooks.

Institutions are 'the rules of
the game’, whereas
organisations are 'the players
of the game!

Broadly speaking there are two kinds of organisations: those that configure themselves to take
advantage of the opportunities created by a given set of institutions (the players), and those that
are created to implement or enforce a given set of institutions (the referee).

Relationship between institutions and organisations

Institutions shape organisations and their behaviour. Using the analogy of a game again, we see
that the different sets of rules for football and rugby create entirely different types of team.

Likewise, in the context of governance, different institutions create very different kinds of organisation.
For example, the organisations in a country that adopts a capitalist set of institutions are very
different from those that operate in a country that applies a socialist set of institutions. In the
former, private-sector organisations will predominate whilst, in socialist countries, organisations
are typically public-sector or collective organisations.

The distinction between organisations and institutions thus has two important practical implications:

(i) Itenables us to differentiate between problems concerning organisations and their performance
and those concerning institutions, which demand very different remedial measures. The issues
associated with organisations and how they behave are often highly visible and tangible, whereas
those to do with institutions may be invisible, yet powerful in determining how people operate
in society and the extent to which people may take advantage of markets and other opportunities
for poverty reduction;
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(i) It improves our understanding of how to shape the behaviour of organisations to promote pro-
poor outcomes. Given the importance of institutions in shaping organisational behaviour, a
programme of organisational reform will often require changes to the wider 'rules of the game'
that shape the behaviour of the organisation.
Government policy regarding

social and ethical development Policies

led to changes in the UK Policy is defined as a 'course of action designed to achieve particular goals or targets. Public policy
Pensions Act (an institution). is made by government to achieve particular national outcomes. Private organisations or communities
Since revisions in 2000, all UK may also form their own policy to achieve defined goals.

investment funds

(organisations) are to be Public policies are implemented through organisations and institutions. Examples of institutions
evaluated in terms of their used in this way include:

economic, environmental and e legislation and regulation;

social performance. Many
pension companies are now
seeking to increase their
investments in programmes

with positive environmental
and social impacts. Thus, policy ~ ® agencies that deliver government services;

e fiscal instruments in the form of taxes and subsidies;

® norm setting through the media.

Key organisations that play a role in the implementation of policy include:

can change institutions, which ® |aw enforcement agencies;

can change organisational ® private sector and civil society groups that deliver services under contract to government.

behaviour to result in positive

poverty-reduction outcomes. Some policies may operate through both institutions and organisations. An example would be forest
policy, which both changed the law on access to state-owned forests and devolved decision making
to front-line forestry officers.

The formulation and implementation of public policy can affect livelihoods by:

® changing institutions such that they are more or less supportive of poor people's livelihoods
(e.g. land-reform measures following a policy for more equitable growth);

e changing institutions such that they alter the incentive arrangements for organisations and
their relationship with poor people. Privatisation policies, for example, have removed incentives
for parastatal marketing boards to purchase small quantities of products from fragmented and
isolated producers, thus reducing poor people's access to markets.

Processes

Processes, in the context of SL, refer to processes of change in policies, institutions and organisations.
Unlike the vulnerability context (over which people have little or no control), PIPs are not 'given’ but
are continually evolving. Institutions are dynamic: they are shaped and are being shaped by history,
politics and social negotiation. How such polices and institutions may be reformed to support better
the livelihoods of poor people is of great interest to development organisations.

The ways of identifying entry points for policy reform are examined below. This section goes on to
outline ways in which pro-poor policy and institutional reform may be supported (see 5.3, 5.4 and
5.5). Those parts of section 5 focus on policy and institutional reform processes, and do not explicitly
address issues concerning the reform of organisations. This is because organisational reform processes
are already relatively well documented (see for example Hobley, 2000). In contrast, policy and
institutional reform processes are relatively poorly understood, and yet not only directly shape poor
people’s livelihoods, but are also essential for improving the performance of organisations that
interact with poor people.
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Productive and equitable
institutional arrangements are
more than manifestations of
social capital. By enhancing
dignity and freedom, they may
be considered livelihood
outcomes in themselves. Poor
people demonstrate this by
investing resources in activities
that promote and sustain
institutional arrangements.

Policy institutions may
reinforce the rules and norms
of family, community, cultural
life, and thereby exclude some
people - especially women -
from access to specific types of
capital.

Saudi Arabia's trade embargo
on all livestock from the Horn
of Africa is a critical livelihood
constraint for pastoralists, who
formerly relied on trading
livestock for essential food
supplies from Saudi Arabia. The
problem is now being
addressed at an international
level through the Office
International des Epizooties -
the livestock arm of the World
Trade Organization.
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ENTRY POINTS FOR REFORM

Impact of policies and institutions on livelihoods

Policies and institutions operate at all levels, and in both public and private spheres, where they
influence the formation and outcomes of livelihood strategies. Institutions may influence livelihoods
in many ways:

e The access that poor people have to assets, the benefits they derive from them, as well as
incentives for the development of assets, depend upon institutional arrangements. These in turn
depend upon the institutional environment, information flows, asset characteristics and the
vulnerability and power of different actors.

e |Institutions influence a person's social capital; the institutional arrangements that she or he is able
to engage in affects their relative power within a community. A person'’s social capital and power
determine her or his access to other assets and how much that person is able to gain from them.

® Development of institutional arrangements may reduce risk and vulnerability - e.g. through
definition of property rights.

e Developing and maintaining institutional arrangements, for example sharecropping contracts,
is of critical importance to the poor.

Identifying entry points for policy and institutional change

Examining how existing policies and institutions relate to one another and how they influence poor
people’s livelihood strategies is essential in making policy and institutions more pro-poor. Livelihoods
analysis can help to identify potential points of contact between policies, institutions and the
livelihood priorities of the poor (see 4.1). Livelihoods analysis can also shed light on key questions, such as:

® Who and where are the poor?

e What are their livelihood priorities? (What are their most important livelihood assets and what
are their livelihood strategies?)

® Which policies and institutions are relevant to these priorities?
® In what way are existing institutions and policies enabling or disabling to poor people?

® What policy and institutional environment would be most conducive to assisting people to
achieve sustainable livelihoods?

e What key constraints need to be removed or mitigated?

® What procedures and mechanisms are appropriate to securing the best chance for reform?

Level of intervention

Institutions and policies interlock and overlap, making it difficult at times to recognise possible
areas for intervention. One way to chart a path through this complexity to reveal appropriate entry
points is to consider the various levels at which policies and institutions operate. Hierarchies of
institutions may be identified that operate at international, national, organisational, and local levels
(see Table 1in 5.1).

Internationally, organisations such as the World Trade Organization determine conventions and
institutions that affect the interaction of national governments for trade, and the rights and
regulations that they accept and incorporate in national policies. To promote SL, we need to
understand the way local contexts articulate with national and international levels. Given the cascade
of linkages, reform may be needed at an international level in order to address constraints to poor
people's livelihoods identified at the lowest level. However, the focus of PIP reform is usually at the
national level, where most decisions on legislation, regulation and resource allocation are made,
although this is changing where decentralisation has been introduced.
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Categorising institutions In India, DFID supported a
Thinking about categories of institution can help to identify entry points and allow a more effective ~ national review of the
response to the multi-institutional characteristics of people’s livelihoods. Five categories of institution implementation of new

may be identified: watershed guidelines and the

design of a field manual
intended to strengthen
procedures, such as monitoring
e social - norms or codes of conduct derived from societal interest e.g. definition of gender roles, and evaluation, as a result of
patron-client relations; policy dialogue at national and
e collective - common property resource and agricultural marketing institutions; state levels. In Orissa, changes

e familial - descent or kin-based;

e communal - grounded in principles of trust and reciprocity;

¢ policy/governance - constitutions, legislative, requlatory and administrative norms and to State-level legislation

procedures. e.g. property rights laws, employment legislation, judicial procedures. concerning access to, and sale
of, minor forest products are

Some institutions may be seen as nested in others. Many village-based collective institutions are being considered.

nested in the policy institutions of the government. Most institutions for common property resources

also exhibit this kind of relationship. These categories and their relationships help to improve our In the absence of effective

understanding of the impact of these institutions on livelihood assets and strategies. Inter-  policy/governance institutions,

institutional relationships may influence access to assets, and create opportunities to generate new  yjjjagers in southern Mali

forms of capital. created an inter-village group

to control wood exploitation
Although a livelihoods analysis will help to identify the policy and institutional reforms necessary and restrict access to pasture

for improving the livelihoods of poor people, additional analysis is needed to assess the prospects for non-local livestock herders.
for successful reform. Section 5.3 outlines how policy may be reformed and identifies factors that Drawing upon existing social
promote or inhibit these processes. The key lessons that have emerged from successful policy reform interrelationships - social
programmes are also outlined and, together, they sketch how reform programmes may be designed. capital - they developed and

agreed norms and practices to
address the problem.

Insight

Social capital, in the form of labour is one of the most important assets for poor people. Institutions governing
the use and exchange of labour therefore have important implications for poor people. DFID has developed
an Action Plan to help poor men and women attain secure and sustainable livelihoods in decent working
conditions. The Plan is to be taken forwards bilaterally and with international bodies through existing
programmes and political lobbying, and by building on relevant international law. Priority areas for action
have been identified at the national, regional and international levels. Eliminating the worst violations of
international labour laws is a priority. This has meant focusing on collaboration with other agencies and
governments to eliminate the worst forms of child labour and other forced or compulsory labour. DFID aims
to approach governments to legislate against forced labour and will support measures for social protection
and access to alternative livelihoods for people displaced from forced labour. In addressing the worst forms
of child labour, DFID will support UNICEF and International Labour Organization (ILO) programmes, build on
its in-country support programmes for reforming education sectors, work with NGO advocacy partners, and
provide additional research, policy advice, expertise and capacity building, information and communication
systems. Another priority is working with civil society, businesses, governments and international agencies
to promote the Core Labour Standards as stated in the ILO's Declaration of Fundamental Principles and
Rights at Work.

These Guidance Sheets aim to stimulate reflection and learning. October 2001
Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk
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PROCESSES OF POLICY REFORM

This section provides an overview of the processes by which policies and institutions change, and
the likely conditions under which reform typically takes place. For formal institutions, reform often
occurs in the context of policy implementation. For this reason, processes to support policy and
institutional reform are addressed simultaneously.

Processes by which policies and institutions are made

Policy formulation has traditionally been viewed as a linear process; civil servants, who report to a
designated head or body of people, set formal policy and institutions through a rational decision-
making process. However, policies and institutions do not exist independently of people. Inevitably,
they are shaped by the views of policy makers, and by groups of people that are affected by policy
outcomes. The processes of reform are thus rarely the products of rational decision making, but of
history, politics, decision-making and negotiation by different stakeholders.

Policy and institutional reform processes are commonly:
® [ncremental, in that small improvements are made to existing policy.

® Influenced by previous policy practice. New policy typically reflects the norms and standards
established by previous policy. Policy narratives or paradigms (perceived facts about the ways
things happen) play a strong role in shaping future policy. Radical policy reforms are hard to
achieve as they often represent new and alien concepts and ideals.

e Shaped by a wide range of stakeholders. Policy and institutions define the opportunities for
organisations and for wider society, and organisations of all sizes desiring favourable outcomes
for themselves or their constituents will seek to influence them. A combination of lobbying,
persuasion or influence may be employed in an attempt to shape policy. Organisations may form
‘actor networks' with other organisations sharing a similar vision to reinforce policy norms or
narratives. This means that policy-making and the resulting institutions are typically the product
of negotiation between competing interest groups.

e Political. Bureaucrats are not neutral formulators of policy. They have their own personal and
political agendas to negotiate and will set policy in ways that will satisfy their personal political
ambitions.

Implications for reform processes

The causes of poverty can be traced to policy and institutional frameworks that discriminate against
poor people. Incremental changes to existing policy are rarely an option when seeking to restore
fundamental distortions in policy and institutions. Radical policy and institutional reforms may be
required to address poverty. Such radical reforms run counter to natural policy-reform processes, in
that they usually:

® Introduce totally new - and often alien - concepts or paradigms to the policy arena that will
challenge strongly held views about the 'ways things should be done’ Existing policy narratives
may need to be rejected.

® Create new opportunities for poor people and the organisations that serve their needs. In doing
so, policy reform may result in certain groups of people or organisations losing out, cut off from
the benefits they formerly enjoyed under the old policy and institutional regime. This group of
‘losers', many of whom are likely to be well organised and influential, will strongly resist any
policy reform measures. They exert their influence by revising policy reform measures such that
they act in their favour, or by mediating policy implementation such that the intended outcomes
are never achieved.

e Challenge the political authority and patronage of policy makers.
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Policy or institutional reforms can incur considerable costs. They require new systems and will often
call for the reform of organisations to implement the new measures. These barriers to change - or
costs of change - are often so great that profound policy and institutional reforms rarely take place
under their own volition. That said, substantive policy and institutional reform continues to take
place. Lessons from successful reform programmes provide useful insights into the likely conditions
under which change may occur.

Conditions that support policy and institutional change

The following factors have been observed to be important for creating policy and institutional change:

e Crisis. Countries that face serious crises of legitimacy, stability or sustainability may be forced to
adopt drastic measures to protect themselves. In these situations the cost of NOT changing
policies and institutions is greater that the cost of change. Windows of opportunity for change
can present themselves at times of crises, such as occurred in the financial crisis that hit South
East Asia in the 1990s.

e |eadership consistently plays an important role in reform situations. It is generally leaders who
put reform on national political agendas, who provide a vision, who are actively involved in
shaping the content of proposals for change and who spearhead the process of generating support
and managing opposition to change. The emergence of strong champions of change provides an
opportunity for promoting policy reforms.

Insight

In May 1996, People's Dialogue (South African NGO) and SPARC (Indian NGO), along with urban poor
community groups from Asia, Africa and South America, met in South Africa to initiate a process for
strengthening grassroots savings and credit schemes. Savings and credit was recognised by all participating
organisations as a critical tool in the struggle against poverty and the creation of an asset base (housing).
Out of this, the Slum/Shack Dwellers International (SDI) network was born. SDI now operates in 12 countries.
Each national member is a federation of groups, mainly from informal settlements, which regularly meet
and organise savings schemes together.

By sharing ideas and adapting them to the local context, many fundamental processes have been successfully
replicated. The key to this has been exchange visits - where slum/shack dwellers swap places with
counterparts in other villages, towns and countries, and share their experiences and ideas with people
living in similar contexts. For example, the African savings schemes were ‘kick started' by an exchange trip
between South Africa and India. There are now 60,000 federation members in South Africa, whose efforts

at reqular saving have amounted to a staggering $1,750,000. This model was then passed on in Zimbabwe Being part of an international

network can result in
international support and
solidarity. An example of this
was the railway slum
demolition in Mumbai, India in
February 2000. What might
have been a local dispute
between communities and
their government became an
organised international effort of
solidarity which helped the
railway slum dwellers obtain
assets of secure land and housing.

where 17,000 people are now saving, and more recently to Namibia, where there are currently 6,000
people saving.

® |deas - particularly ideas about the appropriate design of institutions — are important in defining
new rules of the game. Most commonly, ideas are understood as political resources, a form of
capital that is used to promote particular positions or to influence the outcome of decision.
Drawing on foreign influences, ideas can have a considerable impact on the types of solutions
offered to deal with institutional deficiencies. The content of institutional change may often be
defined through exposure to new ideas from elsewhere or by piloting new concepts in country.



Sustainable livelihoods guidance sheets

POLICY REFORM PROCESSES OF POLICY REFORM

e |nitiatives for reform are likely to be sponsored by political elites challenging existing institutions.
In what may be termed 'elite projects’, important political actors have championed change,
often in opposition to powerful and established interests. Changes that originate as elite projects
have been identified as important in economic policy reforms, the introduction of new institutions
for economic management, such as the way that central banks operate, and the reorientation of
social security, health and education policies. They may be helped in doing this by crisis (e.g.
hyperinflation) or by particular conditions such as supportive public opinion.

e The social organisation of the poor is very important in a reform process (sometimes referred to
the demand side of policy reform). It can raise the significance of issues of poverty, deprivation
and inequality for political elites. Experience indicates that reform initiatives are frequently
contested, even after they have been decided upon and put into practice, particularly by those
whose power they may reduce. This can cause failures in sustaining reform or in its impact. One
implication is that beneficiaries of the altered rules of the game need to be supported to protect
the new institutional arrangements.

Insight

Youth and children in Barra Mansa, a municipality in the state of Rio de Janeiro, face problems of school
exclusion, few job opportunities, urban violence and drugs. The local authority is committed to a participatory
programme to promote civil rights, equality and social justice. The municipality, supported by the Municipal
Secretary of Education, is implementing a programme to promote and institutionalise young people's
participation as citizens. Two initiatives within this programme are the Children's secretariat and the
Children's Participatory Budget Council. The Secretariat seeks to familiarise children with the workings of
the municipality and the exercise of participatory democracy by integrating them into local decision-
making processes. The Children's Participatory Budget Council allows young people to participate in decision-
making with respect to the city budget, parallel to the adult Participatory Budget Council.

Exposing partners to existing Implications for design
successful SL projects and
programmes may help to build
relationships for policy and
institutional change. Lessons
learned can be extrapolated to
the policy level.

People create policies and institutions. They are the outcome of existing policy paradigms, politics
and the power and the influence of different stakeholder groups. Reform therefore requires investment
in the management of change, a strategy that focuses on the process, or the means by which pro-
poor policy and institutional reforms can be brought about. A management of change strategy will
entail:

e Planning for change - reflecting, developing a vision and building concepts.
e |dentifying ‘change agents’ - individuals or groups who will lead change.

® Recognising and managing barriers to change - predicting the reaction of individuals and
groups to the proposed changes. Opposition can be expected from people who are either unable
to accept new ways of doing business, or from groups of people who stand to lose from new
policy measures.

® Building support for reform - explaining the need for change and the ways in which people will
benefit.

e Reforming organisational structures - to accommodate new ways of working.

® Mobilising resources - political, financial, managerial and technical resources are needed to
sustain reform.

e Consolidating change - ensuring that the motivation for change is maintained and, later,
mainstreaming the new way of working so that becomes part of normal procedure.
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Insight

The World Bank Institute's Water Policy Capacity Building Program helps countries to choose policies that
are conducive to the sustainable management of water resources and delivery of water services. Interact-
ing with champions and supporters of reform, as well as with their adversaries and sceptics, the Program
gained a unique perspective on the dynamics of the politically sensitive process of reforming water poli-
cies in countries that showed a strong commitment to change. The Program targets people and institu-
tions who make, influence or implement policy through:

® Policy learning events. These are tailor-made, country or region specific learning activities (workshops,
seminars, study tours) to support policy reform in the water sector. Such activities take place early in
the policy reform process, disseminate best practices and current thinking on cutting-edge issues, and
share lessons of experiences;

e Support to networks and outreach activities. This may entail promoting exchanges of people and
knowledge, which strengthens networks. Outreach improves and expands public awareness and
understanding of water issues and their potential solutions.

Given that policies, and the institutions through which they are implemented, are contested, it is
important to know who has the power to influence policy, and in what directions. Clearly, not all
groups have the same capacity to exercise influence. Section 5.4 examines how different stakeholder
groups are able to exercise power over policy content and implementation, and outlines ways in
which stakeholder interests can be managed to ensure pro-poor outcomes.

These Guidance Sheets aim to stimulate reflection and learning.
Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk October 2001
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Many institutions are created
to service the interests of
those with the bargaining
power to design the rules.
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The importance of stakeholder interests in reform processes

Given the diversity of livelihoods within any one country, specific policies are likely to be more
supportive of some livelihood strategies than others. Policy and institutional reforms will therefore
affect people in different ways. New policies often reconfigure roles, structures, and incentives,
thus changing the array of costs and benefits to implementers, direct beneficiaries and other
stakeholders. Some groups will benefit from changes (the ‘winners'), whilst others may lose certain
advantages that they enjoyed under former policy and institutional arrangements (the ‘losers’).
Individuals and organisations will seek to influence the reform process to ensure favourable outcomes.
However, power and the ability to influence are rarely evenly distributed. Some groups are able to
exert greater influence on policy reforms than others are. If pro-poor reforms impact negatively on
influential groups (potential losers) then they will seek to undermine the reform process. On the
other hand, potential winners, especially poor or marginalised people, may be too weak politically to
drive change in their favour. A reform programme must recognise the influence that potential winners and
losers can exert on policy reform — and manage these conflicting interests so that the outcome is pro-poor.

A stakeholder analysis helps to identify potential winners and losers and the relative power and
influence that different groups can exert on policy formulation and implementation (see 4.4). A
stakeholder is any person, group or institution with an interest in a policy outcome. This definition
includes both intended beneficiaries and intermediaries, winners and losers, and those involved or
excluded from decision-making processes.

Identifying stakeholders and their interests

A stakeholder analysis distinguishes between primary stakeholders (those that are the intended
beneficiaries of reform) and key stakeholders (those who can significantly influence the outcome of
the reform process, but who are not necessarily the intended beneficiaries of reform).

Stakeholder analysis aims to:

e identify and define the level of influence of primary stakeholders;

¢ identify and define the characteristics of key stakeholders;

® assess the manner in which they might affect or be affected by the intervention;

e understand the relations between stakeholders, including an assessment of the real or potential
conflicts of interest and expectation between stakeholders; and

® assess the capacity of different stakeholders to influence reform processes.

Involving those who stand to win or lose from policy or institutional reform, or who may influence
the reform process, helps to make the interests of key stakeholders transparent and to build ownership
of the reform process.

Balancing and managing stakeholder interests

A stakeholder analysis will identify key players in a reform process, but offers no practical guidance
on how to resolve the conflicts that arise when reform initiatives are contested by different stakeholder
interests. This is where stakeholder negotiation - also known as stakeholder engagement or consensus
building - is required. Stakeholder negotiation is a process of discussion and/or decision-making
among different parties with different interests and values at stake in a particular situation.
Stakeholder negotiation brings together a diverse range of disciplines including politics, law and
business management.
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Principles of consensus building

e A full stakeholder analysis (including those who may contribute to resolving or exacerbating
disputes);

® Accommodation of cultural differences in the design of capacity building and negotiation
strategies;

e Acknowledging and transforming perceptions;

e QOpening communication channels;

® Developing a level playing field for genuine collaborative negotiations;

® Building rapport;

® Focus on underlying needs and motivations;

® |dentifying and exploiting the common ground;

® Brainstorming creative options and widening field of potential solutions;

® Facilitation of mutual gains;

e Testing agreements for financial, technical and democratic feasibility.

Conroy et al. after Warner, M., 1998.

- J

A key part of the consensus-building approach is to identify appropriate capacity building options.
These may include:

e Duilding upon customary approaches to dispute resolution (e.g. by providing training in negotiation
skills):

e training community leaders in ways of mediating conflicts between their community and external
organisations;

e training legal representatives in facilitation and mediation to find ‘win-win' solutions (e.g. local
land mediators);

® involving powerful stakeholders in the process, otherwise they will block negotiations and
attempts at implementation. Attitudinal change can be facilitated by involving decision-makers
from the beginning;

e identifying the incentives that can motivate people to co-operate and support the reform process.
In many cases, a compensation package may need to be negotiated to secure the support of
potential ‘losers' to a particular reform programme.

Implications for implementation

A programme of policy reform should build in-country capacity to manage and negotiate different
stakeholder interests. Successful policy-reform iniatives are driven by change-management teams
that comprise representatives from key stakeholder groups who have been trained in conflict
management, negotition and faciltiation. The use of such teams helps to create ownership and
support for reform from groups that might otherwise sabotage the implementation of new policy.

Stakeholder negotiation is one way of balancing the influence of powerful interest groups with that
of less powerful groups. It does not on its own address the fundamental imbalances in power that
allow some groups to have more influence on the reform process than others; reform initiatives may
therefore need to be accompanied by programmes to promote poor people's contributions to, and
influence over, the reform process. Section 5.5 examines the ways in which poor people can be
empowered to participate in and influence policy and institutional reform processes. Initiatives that
promote a more equitable balance in power and influence within society increase the prospects for
effective policy implementation and pave the way for more equitable policy and institution-setting
in the future.

These Guidance Sheets aim to stimulate reflection and learning. October 2001
Readers are encouraged to send comments and contributions to: livelihoods@dfid.gov.uk
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Stakeholder participation is a
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activities that affect them.

Developing effective channels
of communication between
poor households and the
central policy network is one of
the biggest challenges of
adopting a SL approach to
policy reform.
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5.5

Why promote participation in reform processes?

Institutions and policies reflect the physical and social needs, capabilities and political interests of
those who designed them. Thus, they tend to reinforce the interests of more powerful groups within
societies: rich before poor, men before women, adults before children, urban before rural, transnational
corporations before national interests. Participatory processes for reform in policy and institutions
aim to reverse such trends to ensure more equitable outcomes and more secure livelihoods for the
poor.

Participation checklist

The following questions may help in the design of participatory policy reform processes:

® Who are the key stakeholders who might participate in policy and institutional review processes,
and what are their potential interests and contributions?

® What mechanisms and opportunities for meaningful participation exist, and to what extent are
important stakeholders able to make use of them?

® What scope is there for participation in the policy and institutional reform process, and how can
the participation of stakeholders, particularly primary stakeholders, be brought to light?

e What indicators suggest that participation actually resulted in influence and shared control
over reform decisions?

Ways of securing participation

For more than two decades, participatory methodologies have proved effective in enabling people
to take greater control of the development process. However, with few exceptions, efforts have
focused on increasing local participation. More recently, this has broadened.

Formal Planning Processes

Some countries have managed to engage the direct participation of poor people in the formal
planning process. Participation can be promoted by holding workshops and events throughout the
country where participants can engage in debate. Examples of such fora are national strategies for
sustainable development, land policy reform, and participatory poverty assessments feeding into PRSPs.

Insight

One recent example of pro-poor reform is the Programme for Eradication of Poverty in Uganda. This called
for support from central government, local government, civil society and donors for Government and making
use of existing data and research to refocus public policies and interventions to be pro-poor. The programme
has emphasised process and wide consultation using tools, such as workshops and participatory techniques,
which involve all stakeholders (from civil servants to villagers). The process has involved gradual changes in
ideas, language and in priorities. The Ugandan government has been quick to translate the programme into
its budget and spending framework and public expenditure on basic services has already increased
dramatically. Donors are supporting the Ugandan government in testing new ways of working and providing
budgetary support to help fund appropriate public good and capacity-building investments.

\ J

Communications and media

New kinds of communication and dialogue are required for broader stakeholder participation and
this can be promoted by the use of various media. For example, participatory video is an immediate
and powerful tool that enables villagers to present their priorities visually and to open dialogue with
policy-makers and local authorities. It overcomes literacy barriers and permits different groups of
local people, rather than outsiders, to present their own views and interpretations. The response of
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policy-makers can also be recorded and the process of dialogue continued through time. The intensive
process of facilitating representation can incur considerable costs. However, these should be compared

. . o ) < The Shelter Forum (SF) is a
to the costs and risks that would be incurred as a consequence of developing inappropriate policies.

formal network of 600
\ community groups and NGOs,

Insight which was set up in Kenya in
Rural energy programmes in Malawi have been focused on the distribution of improved stoves. However, 1990. Its goal is to facilitate
these programmes were found to be unsuccessful and few of the stoves were adopted by villagers in practice. sustainable access to
Participatory research showed the complexity of rural energy problems and their causes, and highlighted the affordable and decent shelter
need for cross-ministry approaches to resolving them. Villagers debated their problems and identified for all. SF restricts its activities
communication strategies. Some of the problems identified required internal negotiations and some required to providing information and
dialogue with authorities. The villagers made their own videos and showed these to national level policy- networking while its members
makers, which contributed to the reform of the national Energy Strategy. Staff from the Ministry of Energy look after housing. SF has

and Mining and the Forestry Department were involved in the research from the beginning to increase managed through lobbying
ownership of the findings and to increase the likelihood of implementation of the findings. and negotiation to change

S " building standards and

Civil society organisations planning codes so as to benefit

. .\ . . . . . . . poor communities.
In practice, most citizens influence policy by working through some collective action or civil society

organisation. Civil society organisations represent their members' interests in a number of ways,
including lobbying, representation on public bodies, and participation in consultative processes. In
many developing countries, however, lobbying can be seen as a difficult and risky activity, which
requires resources and specific skills. Strengthening the capacity of civil society action groups to
lobby for, and negotiate in, policy reform processes is an important way of promoting pro-poor
policy and institutional reform. Such civil society organisations might include community-based
organisations, producer associations, unions or NGOs concerned with civil rights.

'Insight

As stated in the Action Plan for Secure and Sustainable Livelihoods in Decent Working Conditions, DFID will
avoid working directly with Governments that deliberately use forced labour as a political tool to enforce
social exclusion, marginalisation and poverty; the Burmese regime is an example of this category of
government. Where possible, alternative development support will be provided in collaboration with civil
society. DFID will work through UN organisations to discourage direct contact with such Governments,
outside of addressing public health issues, and so encourage international pressure for internal domestic

reform.

\. J

Building capacity for poor people’s participation in policy reform

The voice of poor people and their demands for policy reform are often mediated through government
agencies or other secondary stakeholders. Many such agencies are ill prepared to adopt more
participatory, client-focused consultations. Participatory reform often needs to be accompanied by
programmes that address the value systems and capacity of these mediating agencies such that
they are willing and able to listen to - and act upon - the concerns of poor stakeholders.

Institutionalising participatory approaches

Building capacity for promoting participation in policy and institutional reform is critical. However,
capacity building alone is unlikely to improve participation in the longer term. Participatory policy
reform processes must become embedded within the political economy of the country. This often
requires the legitimisation and protection of the rights of poor people to exert their demands over
policy. New institutional arrangements (or sets of rules) are thus often needed before poor people
can participate in, and shape, the reform of other institutions. Institutional arrangements that promote
pro-poor policy influence include:
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® The decentralisation of decision-making powers to local authorities or communities as a means
of bringing policy-mediating organisations closer to the voice of their constituents.

® Making public organisations accountable to civil society, so creating incentives for public
organisations to listen to, and act upon, the needs of poor people.

® At a higher level, constitutional changes may be required to legitimise civil society groups, to
permit freedom of speech (including the liberalisation of media) and to allow civil society to
sanction the actions of government (by, for example, ensuring regular open and free election of
government).

Insight

In Western Orissa, a sustainable livelihoods approach was used to broaden earlier DFID ideas for a watershed
development programme. People's livelihoods were less dependent on natural resources than expected,
partly because the poor had such limited access to these resources. Livelihoods analysis identified that
poverty was related to social institutions (e.g. bonding of land and labour by moneylenders, caste) and
limited government capacity. A SL approach helped to identify how to empower the poor to break existing
cycles of impoverishment. The approach suggested strengthening poor people's access to capital assets and
working at policy and institutional levels to strengthen the capacity of the public sector, local government
and NGOs jointly to design and implement poverty-focused programmes. Livelihoods support teams are to
be deployed to analyse the livelihood needs of the most vulnerable, initiate social organisation and capacity
building, and facilitate negotiation of resource rights for the poor. A crucial role for the support teams will
be to facilitate confidence-building to enable groups to recover mortgaged assets, access government
programmes, ensure fair return from labour contracts, and reduce dependence on money lenders. Activities
have been planned sequentially. The project aims to build upon assets in uncontested domains initially,
before embarking on activities more likely to be contested.

The project recognises the importance of working to develop an enabling policy environment. For example,
without improvements in land-tenure policy and implementation, it is questionable whether the benefits of
investments in land and water resources will reach the poor. An important window of opportunity for the
project to influence policy is the policy on non-timber forest products (NTFPs). Opportunities exist for improving
the rights of NTFP collectors and their organisations to collect, process and market NTFPs but as yet lacks
the support of the State government. Such rights need to be supported by a pricing system to prevent
exploitation by middlemen.

Many examples of decentralisation, or more broadly 'designing structures and programmes such
that they strengthen the