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0. Introduction

The central purpose of these Operational Guidelines is to provide guidance to
officers of the Inter-American Development Bank in incorporating local eco-
nomic development (LED) and more generally income generating measures
into the design of neighborhood upgrading projects (NUPs). This has been
produced as the final output of a research project which assessed the suc-
cesses and failures of attempts in the past to incorporate income generation
initiatives in a number of major upgrading projects in Asia, Africa and Latin
America.

The Guidelines are set out in such a way as to indicate what actions need to be
taken by officers responsible for designing and managing neighborhood up-
grading projects at each stage of the project cycle. This starts by outlining the
information that will be needed in the early stages of project design to assess
whether and if so, in general, in what way LED and other income generating
initiatives should be adopted. There are many kinds of initiatives that can be
taken and each of these needs to be assessed with regard to its relevance to
the particular context and NUP to be undertaken.

Once the outline of the project has been clarified, it is necessary to determine
the overall objectives of the LED and income generating components and to
estimate, as far as possible quantitatively, of the likelihood of success and ul-
timate outcomes of this component. This should indicate how much emphasis
and how much of the project resources should be directed to this component.
[t must be emphasized already that LED and income generating initiatives rely
very heavily on the ‘software’ side of project development and implementa-
tion. The timing of interventions in the overall phasing of the project is crucial
as is the development of the institutional framework for administering these
initiatives.

In the past, monitoring and evaluation of the economic development and in-
come generating components of NUP was very poor, making it difficult in the
first part of this project to make any very clear assessment of the relative suc-
cess of these initiatives. It is thus important for the design of future projects to
ensure that adequate attention is paid and that effective indicators are
adopted to ensure a clear picture emerges concerning the results of the initia-
tives. By the end of the project it will then be clear as to the sustainability and
replicability of the various components that have been implemented in the
course of the project.
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1 Project Identification

NUP project identification will usually focus in the first instance on the "tradi-
tional" urban upgrading measures that need to be undertaken to improve the
living conditions and environment of those living in settlements that have
been overwhelmingly created informally, outside the city planning framework
ad hoc and incrementally and/or through the efforts of informal developers.
This will determine the level to which improvements are to be made. These
may range from ameliorative infrastructure improvements in situ and whether
or not to include a program of tenure regularization to more concerted re-
blocking and reconstruction of settlements including rehousing and resettle-
ment on new sites of the population displaced by such actions, as well as loans
for house improvement and/or extension. Moreover, in most cases physical
upgrading measures will be complemented by appropriate community devel-
opment components.

While there are consolidated approaches and routines for identifying and as-
sessing the above components of a new NUP, it will be a challenge to realisti-
cally assess the options of including components to promote local economic
development and income generation in a NUP, and to identify their possible
scope as part of an integrated urban upgrading approach.

For this purpose, it will be important to consider that while integrating LED
and other income generating components into urban upgrading programs will
generally be a valuable and desirable option, it may not be essential or appro-
priate in all cases:

e "Stand-alone" physical upgrading measures can have significant economic
impacts in their own right, in particular when they are implemented on a
broader scale, in the context of a city-wide upgrading programs, and when
they aim at social inclusion of the poor and integration of slum areas into
the wider urban fabric, turning slums into regular urban neighborhoods.

This holds particularly true for centrally located slums and informal set-
tlements where improvement of access - possibly with substantial re-
blocking - improved quality of social service provision including schools,
health and cultural facilities, and tenure security are included in the project.
These generally lead to significant economic consolidation and develop-
ment. However, they also entail an increased risk of gentrification and dis-
placement of original residents so that measures will have to be taken to
minimize this risk.

e LED and income generation components may significantly complicate the
implementation of NUPs as they generally require different speeds and
time horizons than physical and social upgrading components. Moreover,
they require considerable effort to develop and establish appropriate or-
ganizational and institutional structures and capacities.

Choices for including LED approaches in NUPs will therefore have to be strate-
gically assessed with regard to prevailing framework conditions (both condu-
cive conditions and possibly limiting factors), and with regard to capacities
and experience that can be tapped for developing and rolling-out LED compo-
nents or interventions.

This should also include assessing options for linking urban upgrading inter-
ventions to existing economic and social development programs of national
and/or local governments rather than developing project- or program-specific
economic development components as an add-on.
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[t will also have to be taken into consideration that some types of interven-
tions are more conducive to be implemented at neighborhood level, while
other possible interventions may require a broader - more sectoral than loca-
tional - approach going beyond the boundaries of individual neighborhoods.
(This is clarified in section 2 below where the full range of possible LED and in-
come generating mechanism are discussed).

Against this background, the initial appraisal of the viability and feasibility of
including LED and income generation in a NUP at the stage of project identifi-
cation should comprise the following main steps of assessment:

e development conditions and support needs distinguishing between

- overall economic development conditions at city level, and scale and di-
mensions of poverty and the informal sector in the city;

- economic activities, employment and livelihood at neighborhood level,
and linkages to the overall urban economy (sources of productivity, em-
ployment and value creation at neighborhood level and interfaces with
the urban economy);

e options for promoting local economic development and income generation
in a complementary approach to other urban upgrading components;

e aninitial identification and screening of potential key stakeholders to be
involved in LED and income generation components, and of existing eco-
nomic and social development programs of national and/or local govern-
ments;

e possible scale and scope of of NUPs that shall include LED and income gen-
eration components.

1.1 Development Conditions and Support Needs

This first step of assessment shall describe and summarize overall economic
framework conditions at city level as far as these are relevant for defining the
context of urban upgrading interventions at neighborhood level. It shall also
include an initial appraisal of poverty, income and employment, and economic
activity at neighborhood level in form of a rough socio-economic profile, which
shall point out support needs that may have to be addressed by possible
project components on LED and income generation.

1.1.1 Economic Development Conditions at City Level

In order to better understand the scale of the urban area in which a project is
intended to operate, the following information will be needed (part of which
will already be compiled in the context of the initial appraisal of other NUP
components):

¢ population of the city and/or metropolitan region, and the share of popula-
tion living in informal settlements and slums;

e poverty incidence and concentrations (share of the urban population living
in absolute and relative poverty, spatial distribution or concentration of
poverty, gender aspects of poverty);

e employment rate: formal employment (in the public and private sector),
informal employment, unemployment (with or without welfare benefits or
social assistance);

e main sectors / branches /clusters of the urban economy (e.g. industrial
production/manufacturing, high-tech industry, garment industry, construc-
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tion, trade and commerce, financial services, ICT / telecommunications,
other services, etc.), development trends, and demands for labor and skills;

e main driving forces for economic development in the city / metropolitan
area (e.g. macro-economic policies, foreign and/or national investment, lo-
cal business initiatives, real estate development, etc.);

e internal/ endogenous factors influencing the urban economy in a positive
and/or negative way (e.g. physical infrastructure, traffic and transportation,
communications, natural resources, local regulatory framework, local gov-
ernment capacity, etc.)

» external/exogenous factors influencing the urban economy in a positive
and/or negative way (e.g. globalization, financial crises, political conflicts,
violence and crime, rural-urban migration, national regulatory framework,
etc.);

e impacts of overall economic development conditions on the urban poor and
urban poor settlements (e.g. access to labor and employment, security of
tenure, resettlement/relocation, social inclusion or segregation).

1.1.2 Economic Development Conditions at Neighborhood Level

As the bulk of economic activity and employment in informal settlements is
informal in nature, there is usually no official record of any but a minority of
economic activities being undertaken in such settlements. Furthermore, the
majority of ‘employment’ in the informal economy is being provided by small,
often single-person, unregistered micro-enterprises or less-structured activi-
ties, much of which occupy people full time but a significant amount of which
is part time, where the employed people (particularly women) intermix
household work with income-earning activity. Many working in the informal
economy have more than one source of income and their work is sporadic
rather than definable as ‘a job’.

Nevertheless, it is clear that much economic activity is going on in informal
settlements and that people are therefore working and earning an income.
Some also ‘go to work’ outside the settlement, a few being engaged in the for-
mal economy and many more undertaking informal activity - such as in trans-
port, vending and personal services - in the streets of the ‘formal’ city.

In the formal economy, the case of need for employment is clearly expressed
by the numbers of unemployed. Whilst there may be some information on un-
employment for the settlement(s) to be upgraded, in reality in the informal
economy, un- and underemployment are gray areas, as few residents will reg-
ister themselves as being unemployed if there are no prospects for formal em-
ployment and no benefits to be had from registration.

In so far as there is an essential link between economic activity, employment
and poverty, the main aspects to be assessed at this stage in the form of a pro-
file of local economy and its linkages to the overall urban economy can be out-
lined as follows:

e general situation with regard to income and poverty of households/families
(that will usually be part of the standard appraisal of a NUP):

- income levels: subsistence/ extreme poverty, relative poverty, medium,
high;

- sources of income: wages, self-employment, remittances, other support
from family members, social transfers;

- access to basic services (water and sanitation, health care and educa-
tion)
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- vulnerability and exposure to external shocks.

employment undertaken by residents of the neighborhood - normally de-
fined in terms of ‘occupational classification’:

- employment rate: share of formal employment (in the private and public
sector), informal employment, and unemployment (with or without wel-
fare benefits or social assistance);

- type of employment (regular employment, day labor, seasonal labor, and
self-employed) and skill levels (skilled and unskilled employment);

- location of employment: inside and outside the neighborhood;

- unregistered unemployment in the sense of potentially economically
active population without any work;

- underemployment in the sense of economically active population work-
ing part time and/or in sporadic wage labor wishing for regular, ade-
quately remunerated full-time work;

- skill and experience profile of the un- and underemployed.

economic activity within the settlement - normally defined in terms of ‘in-
dustrial classification’:

- main branches and sectors of the local economy, such as manufacturing,
handicraft, repair workshops, recycling, retail and trade, building con-
tractors, etc.;

- types and sizes of enterprises: formal and informal, small and medium-
sized enterprises, micro-enterprises, cooperatives, etc.);

- main market(s) for goods and services of local enterprises (internal at
community level, neighboring parts of the city, city or metropolitan
level), and their possible integration into value chains (e.g. with regard
to access to raw materials, production of semi-finished goods, distribu-
tion channels and marketing, etc.);

- main problems and obstacles for carrying out their activities or for ex-
panding business (e.g. access, lack of basic services, insecure tenure, lack
of space, environmental or natural hazards, crime and violence, regula-
tory framework, access to credit, lack of basic business skills, etc.).

Useful ancillary information for establishing a profile of the local economy and
income generating activity includes the following:

Total population by age group and, where available, information on past
growth and change. This information will anyway be basic to the design of
the physical components of the NUP.

Education level achieved by the population including numbers of years of
schooling, literacy and numeracy (numbers of adults without even basic
education) and skills training and experience achieved.

Any assessment that can be made of activities which are illegal (e.g. drug
trafficking, trade in stolen goods, protection rackets, etc.) or undesirable
(child labor, prostitution, etc.). Clearly this cannot be obtained by any con-
ventional means but in informal settlements in many countries/cities, these
activities contribute significantly to the local economy and so are important
in any attempt to gain a complete overview of the local economy:.

All above aspects will have to be assessed in a gender-sensitive way.
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1.2 Options for Local Economic Development and Income
Generation

In a second step of assessment, the above information shall provide the back-
ground for identifying the options and kinds of mechanisms that can be put in
place to encourage new business activity, enhance existing business activity
and create other kinds of income generating activity in the settlement or else-
where in the city that can benefit the residents of the settlement.

For this purpose, it will be useful to distinguish between two main target
groups that may require different types of interventions and support, i.e.:

e all economically active residents, in general, who will be the target group
of measures aiming at improving general employment and livelihood op-
portunities;

¢ (local) businesses and enterprises, both formal and informal, that will be
a more specific target group of measures aiming at strengthening and de-
veloping the local economy:.

Moreover, it will be helpful to distinguish between activities and measures that
can be developed and implemented at neighborhood level, and others that
may be more appropriate to be undertaken at the city level and might be lo-
cated elsewhere in the city.

1.2.1 Employment and Income Generation

Measures that aim at improving general employment and income opportuni-
ties will basically address the whole economically active population of urban
poor neighborhoods, i.e. a potentially broad and diverse target group.
Possible support activities can be broken down into three main categories:

e General upgrading interventions at neighborhood level that are typi-
cally part of NUPs )like the improvement of basic services and technical in-
frastructure, insertion of educational and/or cultural facilities, house im-
provements, provision of secure tenure, etc.) and usually have positive di-
rect and indirect impacts on livelihood and income opportunities of slum
residents such as:

- improved access to places of work and livelihood;

- more time for productive/economic activities through improved water
supply and sanitation;

- reduced risks of losses of economic assets due to improved safety/
security and disaster mitigation;

- creating improved conditions for the gradual asset accumulation over
time (e.g. through secure tenure, home improvement and extension
loans, etc.).

» Specific interventions at neighborhood level that aim at employment
and income generation:

- Labor-intensive works;

- Adult education, life training and social counseling;
- Vocational training;

- Job placement services;

- Savings schemes.

While labor-intensive construction works are clearly linked to physical im-
provements at neighborhood level, all other forms of interventions that aim
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at improving general employability, access to jobs and accumulation of
capital for productive investments have a less "site-specific” focus. They do
therefore not necessarily have to be developed and implemented at neigh-
borhood level.

As they also require special expertise and qualifications that may not al-
ways be available in the context of NUPs, it should again be carefully as-
sessed whether such measures and activities should really be developed
and implemented in the context of an integrated upgrading approach, or
whether they would not be more viable as complementary lines of activities
in the context of other programs or projects at city and/or national level
(e.g. general vocational training programs).

Specific interventions beyond neighborhood level such as

- Policy and program formulation at municipal, (regional) and/or na-
tional level, e.g. for social assistance and livelihood, employment condi-
tions and their regulation; vocational education and training; micro-
finance and saving,

- Overall urban and economic development planning, e.g. in the context of
City Development Strategies (CDS) or similar forms of strategic plan-
ning,

are usually outside the scope of individual NUPs (i.e. projects that are im-

plemented in only one or few neighborhoods).

However, in broader city- or country-wide programs, the integration of
such policy and strategy formulation components may be a viable option
that can improve both coherence and coverage of employment and income
generation activities.

1.2.2 Local Economic Development « Business Support

In contrast to the above rather diverse target group of basically all economi-
cally active residents, the target group of measures to strengthen the local
economy will be local, in their majority informal businesses, i.e. a more spe-
cific and enterprising group of people who have already taken initiatives to
establish and develop a business on their own. To a lesser extent, these meas-
ures may also target businesses from outside the project area that are possibly
interested in investing there.

Possible support activities for this particular target group can be broken down
into three main categories:

General upgrading interventions (that are typically part of NUPs):

- Improvement of internal and external access for customers/clients
through roads and/or public transport;

- Improvement of basic services and technical infrastructure;

- Introduction / insertion of cultural and educational facilities (culture
and community centers, schools, etc.);

- Reduction of hazards from disasters and adversities (flooding, land-
slides, fires, etc.);

- Secure tenure / right to stay without the risk of eviction/or relocation;

- Improved security and safety through reduction of crime and violence
(may also need significant complementary activities beyond settlement
level).
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All above measures have important direct and indirect impacts on the local
business environment and can significantly strengthen local economies at
neighborhood level and their integration into the overall urban economy.

e LED-specific interventions at neighborhood level: Possible measures
that can be conceived and implemented at neighborhood level comprise:

- Provision of business space and commercial / industrial sites:

- Business advice and support services (technical assistance, business in-
cubation, coaching, training, etc.);

- Micro-finance and credit-saving schemes.

Such measures aim more directly at promoting economic development and
will therefore have to be designed more specifically and explicitly to match
the needs and demands of their target audiences.

The development and provision of business space and commercial/
industrial sites has rather strong "physical" and site-specific aspects that
fall into the "traditional” realm and core competencies of NUPs. Such meas-
ures will therefore usually be conceptualized and implemented as integral
part of NUPs.

In contrast, other forms of interventions are less site-specific and require
different qualifications and expertise that are not always available in NUPs
implementing agencies/structures.

Rather than trying to build-up such capacities by a NUP itself, it should
therefore be carefully assessed whether such measures cannot be better
implemented in a complementary way by more specialized agencies and
stakeholders in the context of broader SME or general business promotion
programs at city or national level.

o LED-specific interventions beyond neighborhood level such as
- attracting external investment in neighborhoods to be upgraded;

- overall urban and economic development planning, e.g. in the context of
City Development Strategies (CDS) or similar forms of strategic plan-
ning;

- overall policy and strategy formulation for urban upgrading (including
financing mechanisms and funding lines);

- improvement of the regulatory framework for economic activities.

can be potentially useful to complement interventions at neighborhood
level, but would generally only be possibly in the context of broader city- or
country-wide upgrading programes.

1.3 Key Stakeholders and Links to Existing Programs

In a third step, the viability of developing and implementing the support
mechanisms identified before will have to be appraised in general terms. Po-
tential service providers and other relevant stakeholders to be be involved in
LED and income generation initiatives will have to be identified, and their ca-
pacities and experience be (roughly) assessed. Moreover, options for linking
the envisaged LED and income generating activities to possibly already exist-
ing economic and social development programs at local or national govern-
ment level should be considered and analyzed. To this end, the following pro-
cedure is recommended:

o preparation of a list of all relevant stakeholders and actors who may qualify
as implementors, service providers and/or multipliers for LED and income
generation at neighborhood and city level, and of their functions and re-
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sponsibilities, such as (this list is indicative only, and may need to be ad-
justed to the specific local conditions, as necessary):

- national and/or regional! government institutions that are regulating,
supervising, financing and/or managing programs for promoting local
economic and/or social development (e.g. Ministry or Departments of
Economic Affairs, Labor, Social Affairs, Education, etc.),

- municipal and/or metropolitan government, in particular departments
of urban development, economic development, labor, social affairs, etc.,

- municipal and/or metropolitan agencies for the promotion of economic
development, in particular promotion of SMEs,

- public and private vocational training institutions, both at neighborhood
and city level,

- local chambers of industry and commerce, and other citywide private
sector business associations,

- trade unions,

- NGOs and consulting firms specialized in LED and SME promotion,
micro-finance, training and technical assistance,

- academic institutions,

- associations and organizations at neighborhood / community level (e.g.
small traders, waste workers, cooperatives, etc.),

- other community-based organizations (women's associations, savings
groups, youth clubs, etc.);

e performance of an initial SWOT-analysis of the stakeholders and actors
identified that should focus on their potential role and contribution in the
context of the envisaged LED and income generation initiatives;

e acompilation of existing economic and social development programs at
local and/or national/regional government level (including possibly exist-
ing donor funded programs) to which the envisaged activities could possi-
bly be linked up, in particular with regard to:

- business advice and support services, in particular for SMEs in the in-
formal sector (training, technical assistance, coaching, business incuba-
tion, etc.),

- micro-finance and credit,

- vocational training, and other skills training (adult education, life skills,
social counseling, etc.),

- job placement services.

1.4 Scope of Neighborhood Upgrading Projects

A final step of assessment at the stage of project identification will have to
clarify the envisaged scope of the envisaged neighborhood upgrading project,
and of its potential LED and income generation components. Due to the spe-
cific nature of measures to promote LED and income generation, but also with
regard to economies of scale, it will generally be more favorable to develop
such interventions in the context of broader city-wide upgrading programs
than at individual neighborhood level. This holds particularly true for meas-
ures that often require approaches beyond the boundaries of spatially con-

L The term "regional” is used is for government and administrative levels between the
national and municipal level, i.e. for federal state, department or province level.
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fined neighborhoods such as vocational training, job placement and referral,
or SME-promotion and credit programs.

In most cases, however, the scope of intervention will already be (pre-) de-
fined by the support request from the local project partner that can either be a
city government, or a national or regional government institution. Depending
on the applicant and the specific local context, a request can refer to:

e an upgrading project for only one, usually larger neighborhood that in most
cases will be requested by a municipal or metropolitan government;

e abroader approach to neighborhood upgrading in the context of a city-
wide slum upgrading strategy, usually also requested by individual city
governments;

e acountry-wide or regional urban upgrading program as part of an overall
urban development strategy or policy that will generally be requested by a
national or regional government institution.

It will therefore have to be assessed whether the requested scope and scale of
a NUP will be conducive to developing and implementing specific components
on LED and income generation, both at neighborhood and beyond neighbor-
hood level, that have been identified and envisaged in the previous steps of
assessment (as outlined by sections 1.2.1 and 1.2.2). For this purpose, the fol-
lowing guiding questions may be useful:

e Has the planned NUP been identified based on a city-wide slum upgrading
strategy, a City Development Strategy (CDS) or similar overall urban devel-
opment plan or strategy that also defines economic development objectives
and strategies?

e Ifno, is there a need for complementary policy and program formulation, or
overall urban and economic development planning that can only (would
better) be addressed in the context of a broader program intervention, i.e. a
city-wide upgrading program or a national/regional urban upgrading pol-
icy?

e Can the envisaged LED and income generation components (e.g. SME pro-
motion, vocational training, etc.) be implemented at neighborhood level? Or
would these require a broader approach beyond the boundaries of an indi-
vidual neighborhood (e.g. in terms of size and needs of specific target
groups, availability of support, capacities of service providers, etc.)?

¢ Can measures at neighborhood level be linked to already existing city-wide
and/or national /regional programs (such as vocational training, job place-
ment services, SME promotion, etc. ) within the scope of an individual
"stand-alone" project? Or would this require a more comprehensive city-
wide approach, or an approach even at national /regional level?

e Can the envisaged components be developed and implemented within the
existing regulatory and institutional framework, both at local and national
level? Or would reforms/improvements of regulations and institutional ar-
rangements be needed?

e Do the main stakeholders and actors (as assessed in section 1.3) have suffi-
cient capacities, resources and experience to develop and implement the
envisaged components? Or would they require technical assistance or other
support to develop these capacities?

e Would respective capacity development and technical assistance make
sense and be efficient in the context of an individual "stand-alone" NUP, or
would it be better to integrate this in a broader approach?
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In general, individual "stand-alone" projects in only one neighborhood should
be avoided in favor of broader approaches aiming at a scaling-up of urban up-
grading. They may, however be justified / an option in a situation where there
is not yet sufficient experience with urban upgrading in general, and LED and
income generation in particular. In that case, they can be a valuable learning
ground and laboratory for developing and testing specific forms of interven-
tions and conceptual approaches. However, such "pilot" projects should be
conceptualized in a way that they include a perspective for subsequent
scaling-up and anchoring the developed approach in an appropriate policy
framework such as a city- or country-wide slum upgrading strategy.

It will be a particular challenge to define the scope and scale of LED and in-
come generation components in the context of broader national or regional
upgrading programs that shall be implemented in a number of cities with pos-
sibly rather diverse and diverging characteristics. On the other hand, such
programs will usually have been conceived on the basis of previous experience
in one or more (pilot) projects. Where such previous projects have already in-
cluded LED and income generation components, these should provide suffi-
cient reference and orientation for identifying an appropriate scope and scale.
If such experience does not exist, it will be useful to initially limit such inter-
ventions to a few selected core components that should be tested in a number
of projects in different cities before they are rolled out at a broader scale.

1.5 Sources of Information and Appraisal Methods

As far as possible, all above assessments should be done based on readily
available and accessible information, e.g. from official statistics, possibly exist-
ing City Development Strategies (CDS), urban development plans, local eco-
nomic development strategies or plans, or similar. Where these do not exist,
qualitative assessments should be made that will have to be verified in the fur-
ther process of project planning and design.

Generally information should be available for any formal businesses located in
the neighborhood and for residents who are employed by the public sector or
in formal enterprises, etc. However, few countries and even fewer cities collect
information on the informal economy and employment. Information of this
kind will therefore remain ‘fuzzy’ as a consequence of ‘businesses’ being ill-
defined as such and residents undertaking multiple and sometimes very part
time activity.

On the other hand, in most urban settlements there are some representatives
of local governments, NGOs and community organizations who can be inter-
viewed to obtain first qualitative assessments on the above aspects that may
be sufficient for this early stage of project identification. Another option are
‘focus groups’ of economically active people from various businesses and ac-
tivities where discussion will aim at gaining improved insight into how the
informal economy operates and the problems faced by those active or wishing
to be active in the economy or upgrade to more formal economic activity.

On the basis of what is already available and the results of initial interviews, a
list can then be made of what further information is essential and what addi-
tional information would be advisable to obtain prior to more detailed project
design. Collecting these data may require surveys, such as minimum on-the-
ground surveys of economic activity and/or a sample household survey con-
cerned to document the income generating activities of all household mem-
bers.
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Most of the information on potential stakeholder and existing programs
should be available from the applicant local partner organization(s) for the
envisaged NUP, in particular with regard to the roles and functions of govern-
mental agencies and public sector institutions, and already existing programs.
It may have to be complemented, however, by investigations on other possibly
relevant stakeholders, in particular at neighborhood level, in the context of
initial field visits / pre-feasibility studies.

The initial SWOT-analysis shall mainly point out important issues and aspects
that will have be assessed in more detail in the subsequent stage of project
design. It is therefore expected that it can be done based on a number of inter-
views with selected representatives of the key stakeholders identified.

Based on a project request from a local partner institution, information collec-
tion for the above assessments proposed at will usually take place in the con-
text of one or more initial fact-finding or pre-appraisal missions. In order to
adequately address and assess the economic issues outlined above, and to
identify appropriate options for more detailed project appraisal and design, it
may be useful to already mobilize corresponding specialized expertise to par-
ticipate in fact finding and/or pre-appraisal missions.

Page 16 of 53



2 Project Design

The process of project identification should have provided enough information
to take broad decisions as to whether LED and income generating initiatives
will be included in the project design, and what the envisaged scope and con-
tent of respective project component will be. Moreover, it should have (tenta-
tively) identified key stakeholders and actors to be involved in developing and
implementing such components.

The stage of project design will take the process into more depth. In a second
round of assessment, the LED and income generation components to be devel-
oped will have to be defined in more detail, and decisions will have to be taken
what measures and activities will be financed as part of the total NUP package.
In this context, the following general points need to be taken into account.

e Criteria need to be defined for assessing and selecting appropriate options,
scales and "packages" for promoting LED, and employment and income
generation in the context of the intended project/program, both at neigh-
borhood and city/metropolitan level.

¢ In defining key stakeholders and actors to be involved in LED and income
generation initiatives, and their roles and contributions, potential multipli-
ers at neighborhood and city level should be analyzed and taken into con-
sideration in detailing the design of the project.

e Stress should be laid on the identification and design of appropriate admin-
istrative and institutional arrangements for implementation (selection of
implementing agencies, coordination structures and procedures, coopera-
tion agreements, etc).

e Of particular concern is to assess and define the sequencing of interven-
tions and investments that will be applied, with particular attention to the
relationship between interventions oriented at economic development (e.g.
support for the development of small enterprises, promotion of savings
and/or microcredit institutions etc.) and the physical infrastructure in-
vestments.

¢ Assessment should be made of the expected economic results and effects of
an intervention over time, as well as determination of important external
factors that will need to be taken into account. This should include a risk
analysis for each potential intervention.

2.1  Criteria for Designing Income Generation and LED Com-
ponents at Neighborhood Level

In a first step of assessment, the income generation and LED measures made
out at the previous stage of project identification will have to be defined in
more detail. For this purpose, a number of aspects and criteria need to be con-
sidered that are outlined in this section.

Again, for purposes of clarity, it is recommended that a distinction be made
between the two different target groups and sub-components outlined in sec-
tion 1.2, i.e. between measures aiming at improving income and employ-
ment for the broad and diverse target group of basically all economically ac-
tive residents, and measures that aim at strengthening local businesses and
enterprises as a more specific target group.

Although the difference between these two types of measures and target
groups may be subtle, the improvement of employment and employability, and
of general survival and livelihood skills of residents will require different skills
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and experience than the promotion of entrepreneurial activity and the
strengthening of a neighborhood as a business location. This will generally
also be reflected in the type of stakeholders and actors, and in particular, of
implementors and service providers to be involved in developing and imple-
menting such activities.

2.1.1 Income and Employment Generation

Measures and activities under this potential sub-component that can be de-
veloped and implemented at neighborhood level, but will have to be assessed
in this regard in more detail, comprise the following:

Labor-intensive Public Works: The physical works to be carried out by
the project/program in upgrading the neighborhood(s), including physical
infrastructure, house improvements and public buildings (health centers,
schools, etc.) provide the opportunity to generate employment for residents
through ‘community contracting” Whilst this might be seen as temporary
employment in the sense that when the works are finished, the workforce
may become unemployed, in practice this also can be used to develop local
skills in construction trades and to encourage the formation of small con-
struction enterprises that can subsequently seek to carry out further work
on house improvements in the neighborhood and construction work gener-
ally in the wider city.

The use of local, small-scale contractors and local labor is an approach rele-
vant to any scale of NUP and should therefore be incorporated into the de-
sign of a project as a requirement of the implementing agents or agency,
whenever possible.

Issues to be taken into consideration

- Abasic assessment of employment opportunities and perspectives in
the local construction sector will be needed, in particular with regard to
the labor needs of contractors in envisaged urban upgrading works.

- There are essentially two considerations here. The first is simply to
provide local residents with employment and skills development rather
than bringing in labor from outside the area. The second is to substitute
technology intensive methods with methods that employ more labor
while, at the same time, ensuring at least the same quality of work is
achieved.

- This will require some research on the part of the contracting agency or
authority to obtain knowledge of experience elsewhere in this approach
to the construction of infrastructure and buildings. This may be left to
the implementation stage rather than be a task undertaken in the con-
text of project/program design.

- In most countries, procurement rules require open tendering for public
works contracts that, together with rules concerning contract condi-
tions, do not allow for discrimination either concerning who may bid for
the contract or the methods they use to carry out the works. Means will
need to be found to modify these rules if an effective locally contracted
and labor-intensive approach is to be adopted. (At the time of writing,
the approach adopted by the South African Government and manuals
produced by the South African Construction Industry Development
Board provide an excellent model.)

- Use of local labor will clearly not be possible unless there are adequately
trained workers capable of carrying out work in all the relevant trades.
Where this is absent, then special training programs will need to be im-
plemented (see section on education and training below).
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- Similarly, if there is an inadequate supply of small contractors in the
neighborhood then efforts will need to be applied to train individuals
with the inclination to form, register and administer small contracting
firms with the incentive that these will be contracted to carry out the
intended upgrading work.

- It may be found that the contracting procedure for carrying out the in-
tended works becomes too cumbersome/costly if this is done entirely
through small contractors whose work is likely to need close supervi-
sion. An alternative is therefore to let the contracts to larger enterprises
with a stipulation that these subcontract the work to local small contrac-
tors and carry out the necessary supervision.

- As the works are completed, mechanisms should be sought to provide
continuity of work for the small contractors brought to life through the
project. This should include promotion of private house and other
building improvements within the neighborhood or beyond and also for
the municipality to give recognition to the application of both to the
labor-intensive methodology and to favoring the employment of small
scale local contractors in the wider municipal context.

e Adult Education, Social Counseling and Non-Formal Education in Life
Skills: Many citizens living in informal settlements who would like to find
employment and relevant income earning opportunities are excluded from
this by the lack of even the most basic skills of literacy and numeracy. Fur-
thermore some, particularly those migrating from the countryside, lack ba-
sic knowledge concerning how to live in and make effective use of the cities
they have come to reside in.

This may be organized in and by schools but should be articulated by social
project components and ideally by the social services department of the
municipality as a municipal-wide service but focusing particularly on the
populations in informal settlements (ergo areas covered by upgrading pro-
jects and programs) where live the great concentrations of the socially and
economically excluded.

Issues to be taken into consideration

- In some cases municipalities already provide opportunities for those
who did not achieve even basic education to re-enter school. In other
cases non-formal education programs have been established to address
problems of illiteracy and the lack of basic numerate skills as a
municipal-wide program.

- Where such programs do not exist and where it is discovered that there
is a significant problem in the neighborhood(s) to be upgraded, then the
project/program should support such education initiatives either at
project level or work with the municipality to introduce these.

- Services to address this challenge need to be structured via a social
screening exercise that proactively finds its clientele and assists in the
first instance and possibly across the training process with social coun-
seling.

- Such initiatives should have three functions: firstly to integrate people
better into their local environment and community, giving them orienta-
tion and confidence, then to assist them in how to make a living in the
informal economy (livelihood skills) and finally be realistically oriented
at access criteria for subsequent more formal training and employment
opportunities.

- Where trainers are recruited specifically by the project, there should be
an assurance that these are qualified in terms of relevant skills and ex-
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perience to undertake the training and the initiatives should be effec-
tively monitored.

- Such training should be well-targeted for different groups. Special at-
tention should be paid to training for adult women and both male and
female youths.

- It should be emphasized that it is preferably where possible that such
training be embedded into existing programs at city or national level,
rather than developing such activities at project level.

Vocational Training: Vocational training has long been deemed to be an
essential dimension of national economic development and in most coun-
tries there are national programs that have established vocational training
schools/colleges, usually supplemented by private institutions, often with
particular foci.

Whilst it is clearly not the task of any NUP to take on this activity, it is nev-
ertheless important, where the decision has been taken to incorporate an
income and employment generating component, for such projects/
programs to be aware of what is already available and to take steps to en-
sure that, on the one hand the offer of existing institutions is relevant to the
needs of the residents of the neighborhood(s) in question and that these
services are accessible to the community.

Issues to be taken into consideration

- In general project-specific vocational training should be avoided as not a
genuine task of NUPs and instead be embedded in existing vocational
training programs, i.e. promotion of vocational training in a project con-
text should be linked to existing training programs and courses of spe-
cialized institutions at municipal, federal or national level.

- However, the project/program should ensure the availability, quality and
relevance of offer of vocational training services accessible to residents
of the neighborhood(s) to be upgraded and, where this is lacking, en-
courage the relevant authorities to extend their offer accordingly. There
may, for instance, be cases for particular training in the context of the
project/program, such as training of workers from the neighborhood in
construction trades, but where such circumstances arise efforts should
be made to build these into the curriculum of existing vocational train-
ing schools/colleges.

- This should include ensuring links between the life skills training dis-
cussed above and the entry criteria for formal vocational training - that
completion of life training courses be deemed to be an entry level crite-
rion for vocational training.

- Vocational training should always provide both basic skills needed for
formal employment and be sensitive to current and emerging labor
market needs. The Project/program should ensure that this sensitivity
has a dimension that focuses on the needs specifically within the neigh-
borhood(s) to be upgraded.

- Whilst vocational training generally focuses on skills required by formal
enterprises, there should be a stream that can assist those in the infor-
mal economy make incremental improvements in their activities (the
International Labour Office that has been instrumental in helping to es-
tablish vocational training systems in many countries also advises on
training for participation in the informal economy).

- Financing of vocational training for individuals within given target
groups of NUPs by the project/program may be considered an option.
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- Vocational training supported by a NUP, if other than within an existing
vocational training institute should be certified according to official
standards and regulations.

¢ Job Placement Services: In many countries, Labor Ministries provide a
service at the municipal level to assist companies to find qualified employ-
ees and for job-seekers to find work. Whilst this is often a relatively passive
activity of information exchange, increasingly municipalities participating
in proving or wholly taking over this service, combine it both actively with
seeking inward investment of formal enterprises and organizing such
events as ‘jobs fairs’ where job-seekers can come face-to-face with potential
employers and may, by this means more easily find employment than
through the more bureaucratic process of the labor exchange.

Issues to be taken into consideration

- The development and establishment of job placement services at
project/neighborhood level should generally be avoided and rather be
linked to existing placement services at municipal level.

- However, it may be useful to establish links to such services at project/
neighborhood level, e.g. by supporting the opening of a local branch of-
fice of the job placement service.

- Options for respective arrangements should be assessed and agreed
upon in the course of project design.

- In many countries/cities where business development services are be-
ing established, these are being combined in terms of premises and with
synergies between activities in conjunction with job placement services.
This makes eminent sense and if this is not yet the case in the city where
the NUP is to be implemented then the project/program should encour-
age it.

¢ Promotion of Cooperatives and Social/Community Enterprises: In
principle, promotion of cooperatives and social or community enterprise
might be seen as just another service offered by BDS providers. However,
the ethos and basis of organization is not the same, being concerned more
with social cohesion than with the competitive outlook of conventional en-
terprise. Mention has already been made of the success in recent years of
the establishment of cooperatives amongst waste recyclers in Latin Amer-
ica. Although, prima facie, the informal economy is made up overwhelm-
ingly of individual actors and family-based activity, there is considerable
scope for development of what in Brazil is being termed the ‘solidarity
economy’ (a Secretariat for this has been established within the Ministry of

Employment) aimed at promoting cooperatives and solidarity networks

relevant to improving social capital, with a distinct economic dimension,

amongst actors in the informal economy:.

Issues to be taken into consideration

- In designing the NUP, investigations should be made into whether there
already exist institutions within the city (such as a secretariat for the
solidarity economy or simply a cooperatives promotion unit) and if so
consideration should be given as to its orientation and activities with
regard to the population of the neighborhood(s) to be upgraded.

- Where neither existing support structures nor collective initiatives in
economic activity exist in the city, the NUP should consider how aware-
ness building and motivation in participatory processes may be stimu-
lated in the framework of the project/program.
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Options to promote cooperatives and other forms of collective enter-
prises and their feasibility in the context of the NUP should be carefully
assessed, noting particularly that cooperatives and other collective en-
terprises in urban poor settlements often entail the risk of being ,hi-
jacked“ by political leaders or local Mafiosi.

They will generally be more feasible in a neighborhood or contexts
where there is already a culture of collective action and some initiatives
that could be built-on rather than starting in a situation lacking such ex-
perience.

If collective enterprises are to be promoted, their business model and
plan with regard to markets and clients should be carefully assessed,
and functions and responsibilities of members need to be clearly de-
fined.

In general, longer-term time horizons for coaching and follow-up may be
necessary. Moreover, this will require special skills and experience of
support providers.

It is unlikely to be worthwhile for the NUP to provide such services in
the context of particular projects but may be relevant in either the case
where some experience is there that can be built on or where the local
government has an interest in developing the service, in which case the
NUP might provide some support where it is clear that the municipality
will then spend resources in the longer term within the upgraded neigh-
borhood(s).

2.1.2 Local Economic Development ¢« Business Support

Under this possible sub-component the following types of measures and ac-
tivities may have to be assessed and designed in more detail:

e Provision of Commercial and Industrial Sites and Space and Buildings
for Local Economic Activities: Provision of commercial/industrial sites,
and space and/or buildings to accommodate local economic activity, are
generally well-proven forms of intervention that can contribute to
strengthen both the local economy within the neighborhood and the inter-
faces with the overall urban economy. It is important to note that this does
not only require physical measures, but also concepts and mechanisms for
development, marketing and operation of the facilities provided.

Issues to be taken into consideration

Demands for land and business space need to be assessed realistically,
distinguishing between different types and sizes of local businesses (e.g.
for retail or trade, workshops and other productive activities).

Selection of appropriate locations and sites, if possible in line with the
overall concept for the development of business locations at city level
(e.g. CDS, municipal economic development program, city-wide slum
upgrading strategy, etc.).

Responsibilities for site development/construction and marketing of
business premises and sites (e.g. project implementation unit, munici-
pality, specialized development agency).

Affordable/attractive and sustainable financial arrangements and condi-
tions should be met (rents, leases, land prices, service and utility fees,
etc.).

Feasible and practical arrangements for the management and
operations/maintenance of business premises will need to be devel-
oped.
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This may require complementary assistance and support, in particular
for small informal businesses to be transferred to a more formal envi-
ronment .

Special solutions and approaches are needed for business start-ups, in-
cluding basic accommodation for informal businesses and business in-
cubators.

The possibility of implementing "lighthouse” projects promoting a more
positive image of the neighborhood (e.g. neighborhood markets, busi-
ness centers combined with other uses (e.g. administrative functions)
should be considered.

Administration and marketing of the sites may be given over to the mu-
nicipality, if this already has the necessary structure for this, or the les-
sees - particularly in the case of accommodation for informal business
activities - can administer the site in the form of a cooperative with su-
pervision by the municipality.

Adequate space should also be provided along streets and in sub-
neighborhoods for small stores and space also for informal traders.

Consideration should be given for the fact that many businesses are car-
ried out from home and allowance should be given in any rules estab-
lished for house upgrading for these to be used and space provided for
home businesses as long as these are not wholly turned over to business
operations.

In the latter case, careful attention will have to be given during project
implementation to the specific needs of the economically active popula-
tion through participatory planning processes.

Support for Starting and Improving Small and Micro Enterprises: Con-
siderable effort has been put in recent years by international and bilateral
agencies and international financial institutions to assist governments in
Transition countries and countries of the South to nurture a culture of en-
terprise and then to provide business development services (BDS) focusing
especially on the development of new small enterprises and assisting these
to grow. Key to this has been the Donor Committee for Small Enterprise
Development (DCED).

Issues to be taken into consideration

Effort should be put in designing the NUP to find the status of initiatives
to assist in the formation and improvement of the activity of small en-
terprises in the city. Where these already exist, contact should be estab-
lished to determine how these might address the specific needs of the
neighborhood(s) where the NUP will be implemented .

Where these services are not yet provided in the city then there may be
justification for incorporating them in the design of the NUP, where this
is to be a city-wide program, with the proviso that it will be necessary to
ensure that the institutional and financial basis continues after the pro-
gram ends.

This service, training and advising candidates on how to run a business
efficiently and effectively, should be tailored according to the specific
demands and interests of different types or lines of businesses, as well
as to realistic and feasible market opportunities.

Participants in the program may link their learning of entrepreneurial
skills with vocational training such that they have skills in the area of
business which they will pursue.
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- Itis necessary to select carefully potential service providers. In particu-
lar, NGOs and municipal/public agencies should be critically assessed
with regard to their capacity to provide/deliver such services and if nec-
essary these should be provided with training by the program/project if
the existing offer is inadequate.

- Whilst in the past these services have been overwhelmingly financed by
international agencies and national governments - with a relatively high
cost per enterprise established - the opinion of the DCED is that these
should become self-financing in the long run, with clients paying for the
services.

- Nevertheless, local government support will need to be forthcoming
both to provide premises and general administration and ensuring that
there is means-tested subsidy for clients where it is clear that they will
continue to operate in the informal economy and hence not be able to
afford professional services of this kind, albeit with improved efficiency
and hence income.

- Complementary capacity building and organizational development for
service providers on the part of the program may be useful and/or nec-
essary.

- Itis unlikely to be justifiable to establish such services for single projects
and in this case effort should go into stimulating the local government -
perhaps with international or national government support - to estab-
lish the service at city level.

2.1.3 Micro-Finance

A particular kind of measures that may be relevant for both above sub-
components are micro-finance schemes. They are one of the most popular
economic development mechanisms introduced as components of urban up-
grading projects. On the whole, however, these have not been very successful,
partly because they were on a very small scale, related to the specific project
area, and partly because they often came to end with the end of the project
before their usefulness had become more well-known to the beneficiaries.

Three main points can be made about the broad area of finance for local eco-
nomic development, prior to discussing the details of what might be relevant
in the context of an NUP, namely:

e The pre-existence of traditional savings and loan circles and what these can
achieve has often been ignored or underestimated;

e Micro-finance institutions, relevant and widely used both to finance con-
sumption (house improvements and social obligations) and small enter-
prise development, once small one-off initiatives, are now widespread and
to be found as well-established institutions at the city and even the national
level;

e The negative impact which the present global economic recession is having
on the availability of small-scale finance should be taken into consideration
and where possible creative mechanisms encouraged that will continue the
flow of funding that will is needed for the success of NUPs.

Against this background, two main types of micro-finance schemes can poten-
tially be included in the design of a NUP:

e Community Saving and Loan Schemes: According to international expe-
rience (mainly in Asia and to a lesser extent in Africa), the promotion of
(group) savings schemes can be a powerful tool to improve the economic
situation and reduce the vulnerability of poor target groups.
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They usually aim at building up financial assets over time that can be used
for various purposes such investments in home improvement, education,
hedging against emergencies as well as for financing small-scale informal
economic and livelihood activity.

Issues to be taken into consideration

- Where alocal culture of traditional community savings and loan mecha-
nisms already exists, these should be promoted or introduced as a
means to promote asset accumulation of the poor.

- Where no pre-existing traditions and experience exist, there may be too
much risk in attempting to initiate these without there being sufficient
local understanding and interest in the community.

- Savings and loans schemes have generally been more successful with
women as a target group and, insofar as they are recognized and pro-
moted or newly established, may therefore require a gender-specific ap-
proach.

- Promotion or initiation of such mechanisms requires special expertise
and experience, with particular attention paid to their transparency and
accountability, and their long-term sustainability. For this reason, it will
usually be more conducive to promote community savings and loans at a
broader scale rather than at the level of individual neighborhoods.

Micro-Finance and Credit for Local Businesses: Experience in the past in
poor urban communities is that preference is given to using own or family
savings or borrowing from a limited circle of personal friends within the
local community. However, with the deeper institutionalization of this
mechanism, attention should be paid to its promotion as a tool for improv-
ing the efficiency and effectiveness of income-generating activities in the
informal economy.

Issues to be taken into consideration

- Aneighborhood, even a large one area is not generally an adequate terri-
tory for micro-finance operations as taking out a loan and investing in
business expansion may only appeal to more active and motivated busi-
nesses which may only exist in limited numbers at neighborhood level.

- In designing an NUP, investigation should be made as to the existing of-
fer at municipal or national level and its potential for use in the frame-
work of the LED and income generation component of the NUP.

- Demands and interests in micro-finance loans within the NUP area(s)
should be carefully assessed, or alternatively defined, and on this basis a
further assessment made as to the appropriateness of the existing offer
to satisfy this.

- Arrangements made - for instance with the local office or ‘demand cir-
cle’ linked to existing micro-finance institutions to provide advice and
support to those in the NUP area interested or who otherwise could
benefit from loans to improve their economic and other income-
generating activity.

- An appropriate level of regulation and supervision of resulting micro-
finance operations should be ensured.

- There should be an assurance that whatever mechanism is established
within the framework of the NUP to promote micro-finance operations
will continue to operate after the end of the project/program.

Moreover, in designing a NUP, investigations should be made of any other
appropriate financial mechanisms - such as credit unions, local economic
trading schemes (LETS), etc. - are operating in the city that might be pro-
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moted within the NUP area(s). These should be assessed for their effec-
tiveness and promoted if found to be appropriate.

2.2 Complementary Measures beyond Neighborhood Level

On parallel lines to defining the scope and content of the above measures at
neighborhood level, complementary measures and activities beyond
neighborhood level that have been identified at the stage of project identifi-
cation may need to be further developed and conceptualized.

This will be particularly relevant in the case of broader city-wide upgrading
programs in individual cities, or in national or regional upgrading programs
involving a larger number of cities.

As outlined in section 1.4, these may refer to:

e overall urban and economic development planning, e.g. in the context of
City Development Strategies (CDS) or similar forms of strategic planning;

e overall policy and strategy formulation for urban upgrading (including fi-
nancing mechanisms and funding lines);

e improvement of the regulatory framework for economic and commercial
activities (e.g. business licensing and fees, procurement procedures and
regulations, etc.);

e policy and program formulation at municipal, (regional) and/or national
level, e.g. for social assistance and livelihood, employment conditions and
their regulation; vocational education and training; micro-finance and sav-
ing.

At the stage of project design, the scope, content and objectives of the com-
plementary interventions beyond neighborhood level will have to defined in
more detail, as well as the resources and responsibilities for implementing and
coordination these activities.

2.3 Stakeholder Analysis

On parallel lines to defining the content and scope of income generation and
LED components, a more detailed stakeholder analysis will need to take place
and decisions be taken as to how different stakeholders should be incorpo-
rated into the project, in what capacity and structures and when these should
be brought in.

This analysis shall build on the initial assessment outlined in section 1.3, and
shall comprise the following main steps of identifying:

» Alead agency for overall management and coordination of the planned
income generation and LED (sub-) components: This can either be the im-
plementing body for the overall upgrading project or program, or a sepa-
rate unit responsible especially for the income generation and LED compo-
nents. However, in that case, clear interfaces and coordination mechanisms
with the body responsible for overall project management will need to be
identified and established.

In most cases, the local government (either at city/municipal or metro-
politan level) will be the main stakeholder and most appropriate imple-
menting agency for overall urban upgrading interventions that should gen-
erally also take on the lead role for managing, coordinating, supervising
and monitoring income generation and LED components. Functions and
responsibilities may, however, need to be shared between different depart-
ments, e.g. departments for urban development, economic development
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and/or social affairs, and sub-municipal administrations (e.g. at municipal
district or neighborhood level). It will therefore be important to well-define
the functions of the lead department as well as the interfaces and coordina-
tion procedures between all other relevant departments and other adminis-
trative subdivisions.

Another common option is to assign overall project management and im-
plementation to a specialized urban development agency that may al-
ready be existing (either established under the auspices of the local gov-
ernment or by other government levels) or to a project implementation
unit to be established for the particular purposes of a project or program.
In both cases, it should be carefully assessed whether this special body or
agency could also assume management and coordination functions for the
planned income generation and LED components. Moreover, in case overall
project management will be assigned to a usually temporary project im-
plementation unit, it will be important clarify the options of institutionally
anchoring functions and tasks that may need a longer-term perspective
(see 2.4. below).

A special case will a broader urban upgrading program launched by
national or regional government for a number of cities that may require
different levels/layers of management:

- overall management, coordination and supervision at program level
(either national or regional government level): This will also have to
include an appropriate set-up for managing, supervising and monitoring
income generation and LED components of such programs. For this pur-
pose, it will have to be clarified which national or regional ministries
and institutions (such as Ministries of Economy, Labor, Social Affairs,
Education, etc.) may need to be involved and/or consulted in such pro-
grams that will generally be implemented by ministries or government
agencies responsible for urban development and/or housing, of for local
government supervision.

- management and coordination of project implementation at local level
that in most cases will be a function of the municipality/ local govern-
ment, but may also have to include local sectoral agencies and other lo-
cal stakeholders as outlined in section 1.3.

A particular challenge for such country-wide or regional programs will be
to avoid too complex and complicated organizational arrangements. For
this purpose, it should be considered to focus on only few selected priority
interventions in the field of income generation and LED, thus limiting the
number of components and actors to be involved.

Other implementing agencies or stakeholders to be involved in develop-
ing and rolling-out the envisaged components: Depending on the scope and
type of planned income generation and LED activities it will be necessary to
further define and detail the roles and contributions of other stakeholders
and actors that have already been identified at the previous stage of project
identification such as vocational training institutes or schools, other educa-
tional institutions, agencies for SME promotion, micro-finance institutions,
etc.

Needs and procedures for target group participation in developing and
implementing the planned measures and activities: In order to ensure ade-
quate participation and involvement of the target groups, it will be impor-
tant to engage with associations and any forms of organization in which
entrepreneurs, workers and other target group representatives come to-
gether to express and pursue their joint interest (e.g. community organiza-
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tions, local business associations, women associations, youth clubs, etc.).
Contacting and consulting existing or incipient/nascent organizations of
specific groups will be essential for identifying who will be the clientele of
the planned measures, and for obtaining a first impression of the likelihood
of success of each of the initiatives.

e Other required resources and services: Finally, the stakeholder analysis
should also include an assessment and definition of potential service pro-
viders (e.g. NGOs, private consulting firms, academic institutions, etc.) that
may need to be contracted for developing and implementing the planned
activities, or for providing capacity building, training and technical assis-
tance to the different institutional stakeholders and/or community organi-
zations.

Applying approaches of standard institutional and organizational analysis, the
identification of the different above stakeholders shall generally include a
more detailed appraisal of:

e general institutional capacities and personal resources (organizational
structure, management, internal working procedures, staffing, budget/
financial situation, etc.);

e envisaged functions, roles and contributions in the context of the project;

e specific experience, capacities and resources with regard to the envisaged
functions, roles and contributions;

» needs for capacity development and technical assistance (if relevant);
e modalities and procedures required for collaboration and interaction.

Furthermore, although at the design stage it will not be possible to constitute a
steering group or bring together those interests who will need to participate
in aspects of project/program implementation, there should nevertheless be
enough information on hand to make preliminary proposals. Each type of ini-
tiative will, however, need to be made precise in terms of how it will be admin-
istered in practice. In some cases the municipality will take the lead but in
other cases local groups with an interest in the actions to be taken should be
formed and as far as possible institutionalized to take effective action either
for the duration of the program or with prospects of continuation after the end
of the project/program.

2.4 Sequencing of Measures and Activities

There is no clear sequence of activities related to "traditional" upgrading
measures and LED and income generating interventions that could generally
be applied. An appropriate sequencing will rather have to be defined and de-
cided in line with the type and mix of interventions in a specific context. Nev-
ertheless, some criteria to be considered in planning and designing the se-
quencing of activities can be pointed out:

e When the promotion of labor-intensive construction works shall be part
of a project concept, preconditions for this will need to be established at an
early stage of implementation, i.e. early enough before the envisaged start
of construction works. In more particular, contractual conditions and pro-
cedures will need to be clarified and possibly required vocational and
skills training programs be implemented as early as possible.

e Ifadult education and social counseling are essential for mobilizing sup-
port and participation of residents in the upgrading process, and in particu-
lar, in subsequent employment and income generation activities, they will
have to be launched at an early stage of project implementation.
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« If capacity development, technical assistance and training of stakeholders
is needed to enable them to take on important implementing or service
functions in the context of income generation and LED components, this
should be planned for realistically. This shall assure that stakeholders will
have adequate capacity, when they are expected to become operational.

e Assome income generation and LED components (such as the establish-
ment of job placement services, SME support and advice, micro-
finance for local businesses) may need substantial capacity development
of both implementors and service providers, as well as a clarification of in-
stitutional arrangements and responsibilities, actual implementation of
such components may have to be planned for at a later stage of a project.

e Moreover, early considerations shall be made how income generation and
LED components that may initially be developed only at neighborhood
level can be adequately anchored institutionally. This holds particularly
true for components and activities that may require a longer-term
perspective beyond the time horizon of a project intervention.

2.5 Allocation of Funding and Other Resources

Another important step at the stage of project design will be to decide on the
allocation of financial and other resources for the planned income generation
and LED components. Again, there are no clear criteria with regard to appro-
priate financial allocations for the different types of possible measures and
activities. However, a general lesson learnt from past projects is that the scope
of the interventions and financial provisions have often been too small and
insignificant to really make an impact. Moreover, overhead and transaction
costs of some type of interventions (e.g. for managing micro-finance schemes,
rolling out training, or business support services) have often been rather high
compared to their benefits and impacts, which are also scarcely documented
and evaluated in systematic way.

Against this background, the following rough orientation may be helpful in
deciding on overall financial resources allocation, and the resources needed
for specific lines of activities:

¢ Financial allocations of less than 10% of total project costs may generally
be too insignificant for developing and rolling-out income generation and
LED activities at a sensible scale to achieve a tangible impact. However, this
roughly indicative percentage may have to be put into perspective in rela-
tion to the total investment volume, i.e. in a project with a large investment
volume an allocation of 10% to specific income generation and LED meas-
ures may be more justified than a higher share in a project with a much to-
tal smaller investment volume.

¢ Some orientation may be provided by the envisaged total number of benefi-
ciaries of income generation and LED components as compared to the
number of beneficiaries of physical upgrading measures for which invest-
ment costs per capita will usually be much higher than for more "software"
oriented economic components.

« Financial allocations required for the different types of interventions
should be based on rough estimates per type of activity (e.g. training costs/
trainee, development costs of commercial or industrial lots/sqm or ha, av-
erage micro-credit/borrower or enterprise, etc.) and the expected total
number of units or beneficiaries. Where possible, such estimates of unit
costs should be based on experience from possibly already existing similar
forms of interventions in a city or country.
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e Overhead and transaction costs should be kept in proportion to planned
outputs and expected outcomes. They will generally be higher at the stage
of development and initial testing, and should decrease with a broader roll-
out.

e Wherever possible and appropriate, it should be tried to establish rough
orientations/estimates for overhead and transaction costs per type of activ-
ity (e.g. costs of curricula development and administration/training unit or
trainee, share of administration costs/micro-credit, administration and
management cost / business unit or sqm of commercial /industrial sites,
etc.).

If the above cost estimates and actual costs are documented and evaluated
systematically for a number of projects over time, this will generate a better
basis for defining appropriate financial allocations for income generation and
LED. This should, however, be complemented by a similar systematic evalua-
tion of benefits and longer-term impacts (see also section 5 on monitoring and
evaluation).

2.6 Sources of Information and Appraisal Methods

Most of the data and information needed for the above assessments in the con-
text of project design will have to be compiled in the context of one or more
appraisal missions that may have to be complemented by pre-feasibility or
feasibility studies on special components or sub-components.

The actual needs and requirements for project appraisal will largely depend
on the scope and complexity of the planned intervention, both in terms of spa-
tial coverage (i.e only one or a small number neighborhood, city-wide slum-
upgrading, or a country-wide program) and the number and type of compo-
nents to be included.

It will be important, however, to assure appropriate expertise within project
appraisal missions, both with regard to the assessment of envisaged economic
components and interventions, and the adequate consideration of social de-
velopment aspects. In addition to urban development experts, housing experts
and infrastructure engineers, project appraisal teams should therefore in-
clude:

e an urban economist (for assessing overall economic development condi-
tions),

e aspecialist in income generation and LED measures,

» and a social development expert with experience in community participa-
tion and mobilization, and in adult education and social counseling.

Moreover, project appraisal should be conceived as a consultative and interac-
tive process that shall involve all relevant stakeholders and actors, and com-
municate and coordinate intermediate findings and recommendations.

Depending on the scope and complexity of the envisaged project, the methods
to be applied for design and appraisal can include:

e short sample surveys or "X-rays" of target groups and local stakeholders,
» focus group discussions, rapid appraisals, and individual interviews;

e planning and coordination workshops;

e standard institutional and organizational analysis;

o pre-feasibility or feasibility studies of specific components or sub-
components.
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3. Project Objectives

Elaborating on the type and scope of initiatives that might be taken in improv-
ing incomes and developing the local economy in the context of a NUP as out-
lined in section 2, it will be a key task of stage of project design to define an
articulate objectives, select indicators and set targets for the planned interven-
tions, as well as to communicate and coordinate these with all relevant stake-
holders.

For this purpose, it is proposed that the results-based management model rec
ommended by OECD-DAC be used that largely corresponds to the Bank's Logical
Framework and distinguishes between 3 different main levels of results:

¢ outputs that occur as a result of a project intervention, i.e. its inputs and
activities in form of finance, goods and services;

e outcomes that occur as direct results of the use of outputs by beneficiar-
ies and intermediaries of project interventions, generally within a relatively
short time horizon (also direct benefit or purpose of a project);

e impacts that occur as more indirect results of project interventions, i.e. as
objectives to which a project contributes, but which may also be affected by
other external factors, generally with a longer-term time horizon (also
project goal).

[t may further be useful to apply the concept of results chains as illustrated by
the chart below to clarify the sequence and links between the different results
levels, as well as possible external factors to be considered.

Impacts
(Indirect Benefit)

Use of

Outputs P » S 4 ‘
¥ooi
'y A :
: \ Outputs 4

v +

Activities

. K

Note: The dotted arrows symbolise the increasing number of external factors

2 A more detailed description of the different result levels and logical framework ap-
proach can be found in the following Bank Paper: Shlomo Angel, Michael Jacobs: Get-
ting Results in Housing - A Framework for Monitoring Results in Housing Projects Us-
ing Measurable Indicators, May 2006
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3.1 Result Chains

The following overview of possible results to be expected by the different
types of interventions shall serve as an orientation for formulating objectives
and appropriate indicators related to income generation and LED. Moreover,
two practical examples of results chains are included in the tools sections.

3.1.1 General Upgrading Interventions at Neighborhood Level

The main physical components of a NUP will also have a significant or even
major impact (depending on the level of upgrading intended) on economic
activity in the upgraded neighborhood(s) that should be considered and ar-

ticulated.

Improvement of internal and external access for customers/clients
through roads and/or public transport will certainly increase economic ac-
tivity and provide chances for the residents to improve their situation if
they take advantage of the possibilities opened up. The degree of interven-
tion - ranging from ad hoc improvement in basic infrastructure through to
re-blocking and creation of a new street network together with the full set
of physical and social infrastructure - will produce substantially different
economic outcomes for the resident population.

Improvement of basic services and technical infrastructure can also
have economic impacts, albeit these are likely to be more marginal. Im-
provements in health and morale can be expected and these will contribute
to more proactive and effective economic activity on the part of the resi-
dents.

Introduction/insertion of community facilities including schools, commu-
nity centers, health clinics, cultural facilities etc. can also lead to economic
gains even independent of the project/program initiatives in education and
training, through raised morale and by residents availing themselves of the
facilities learn new skills and activities that can earn them a living.

The social infrastructure will also require staffing and although it is likely
that professionals (teachers, health care staff, etc.) will commute from
elsewhere, janitors, kitchen staff, etc. might be expected to be locally re-
cruited.

In so far as the project/program reduces hazards from disasters and ad-
versities (flooding, landslides, fires, etc.) this can also raise morale leading
to an economically more active population and also avoid damage that
would affect the local economy negatively.

There is much optimism that secure tenure/right to stay without the risk
of eviction/or relocation is a key to triggering local development (see de
Soto). Whilst the explicit mechanism of tenure might have been exagger-
ated by some it is clear that reduction in the fear of eviction by whatever
means is an effective way to encourage private upgrading of houses and
then further investment in residents own economic activity.

Improved security and safety through reduction of crime and violence -
which may also need significant complementary activities beyond settle-
ment level - is a further clear means of improving confidence to undertake
more effective economic initiatives, where residents do not have to be con-
cerned that their efforts will be undermined by extortion, theft, etc.

However, in most NUPs these impacts are difficult to assess and measure, as
they are usually not specifically designed to strengthen the local economy but
rather aim at an improvement of overall living conditions of all residents.
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To better catch and understand the economic impacts of these largely physical
interventions, it will therefore be important to define:

more specific objectives how such measures shall contribute to strengthen-
ing the local economy;

which specific economic target groups shall be addressed and reached, and
how their situation shall be improved; and

appropriate baseline information that can be used to monitor and evaluate
the direct and indirect effects of such interventions.

3.1.2 Income and Employment Generation

With a view to income and employment generation interventions that gener-
ally address the whole economically active population in a neighborhood as a
whole, the following possible impacts can be outlined:

Income will accrue to residents who find employment in labor-intensive
construction works of physical and social infrastructure resulting from
targeted training and recruitment, and multiplier effects can be expected
from local purchasing by contracting businesses and their employees. In
itself this is a one-time increase in employment. However, the infrastruc-
ture will need maintenance into the future and local employees will now be
qualified to carry out this work.

The skills and experienced gained from this will be available for employ-
ment in construction work both in ongoing housing improvements in the
neighborhood- in principle now of a better quality due to skills of the
workforce - and in the wider city both as individual craftsmen and hired by
contractors.

Improved literacy and numeracy through adult education and social
counseling should assist those who complete courses to be able to engage
generally better in the wider society. This has personal and social benefits
beyond the purely economic. However, this training should also be directed
to helping participants to become more employable or to start their own -
possibly informal - income earning activity;

Vocational training is explicitly oriented to providing skills that will help
trainees to find work or to start a business where the learned skills will
nurture success and improve the output of the business. An assessment
should be made of the potential increase in local income accruing to the
neighborhood residents graduating in vocational skills and thence finding
employment;

Improvement in the offer of job placements should increase the numbers
of residents finding work in formal employment inside or beyond the
boundaries of the neighborhood(s).

The formation of cooperatives and other associative modes of working
both continuing in the informal economy or as formal enterprises should
improve incomes and increase local economic activity.

The development of social enterprise, whilst in part aiming to improve so-
cial cohesion and the offer of social services in the neighborhood, should
also lead to opportunities for some to improve their earnings and improve
economic activity more generally in the neighborhood(s).
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3.1.3 Local Economic Development ¢« Business Support

With a view to income and employment generation interventions that address
the economically active population in a neighborhood as a whole, the follow-
ing possible impacts can be outlined:

The provision of sites for formal business is intended to attract activities
that will employ people from the neighborhood. Furthermore, multiplier
affects may be expected where these enterprises and their employees will
purchase local services in the neighborhood.

Sites for and accommodation for small traders and other informal busi-
nesses should improve the level of activity (even attract custom from out-
side the neighborhood(s)) and hence local incomes.

Facilitation of work space in homes including small shops (shop-houses)
and space for small-scale home-based manufacture such as clothing, plastic
goods, etc., should also facilitate an increase in local economic activity and
hence incomes.

Improvement in the entrepreneurial skills through business support serv-
ices and training of those residents already economically active and in-
clined to formalize their businesses or otherwise simply improve the effi-
ciency and effectiveness of their activity should lead to increased incomes
and an overall improvement in the local economy:.

Increase in the offer and facilitation of capital lending for local business
or other income earning activity, whether via new savings and loan cir-
cles, micro-finance institutions or other financing mechanisms should lead
to more income accruing to residents and thus increases in the overall eco-
nomic performance of the neighborhood(s).

3.1.4 Interventions beyond the Neighborhood Level

Policy-formulation, together with various resulting programs at national, re-
gional and/or municipal level can be expected to enhance the framework
within which the economic development initiatives are made within the
neighborhood(s) to be upgraded including the following.

Overall urban and economic development planning, e.g. in the context of
City Development Strategies (CDS) or similar forms of strategic planning
with particular attention to the needs of the poorer inhabitants who can be
expected to be living in neighborhoods requiring upgrading.

Overall policy and strategy formulation for urban upgrading of the local
or national government, in addition to - or consolidating - IADB initiatives.

Improvement of the regulatory framework for economic activities
which could be expected to be useful to complement interventions at
neighborhood level, but would generally only be possibly in the context of
broader city- or country-wide initiatives.

National and local government social assistance and livelihood pro-
grams having an impact at the community level - especially if these are
well-targeted towards the poor.

National employment programs including public works, vocational train-
ing, etc. can and should complement and enhance the impacts of these
measures in the framework of specific NUPs.

Improvements through government and private sector initiative in the
availability of finance for small scale and micro-enterprises would also
be expected to boost small-scale investments at the level of the poor neigh-
borhood.
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3.2 Outcomes

The outcomes of "traditional” NUPs focusing on physical upgrading, often

combined with complementary complementary components on community
development or empowerment, institutional development and policy formula-
tion, usually refer to an overall improvement of housing and living condi-

tions such as:

better physical quality of housing and more substantial investment in hous-
ing, and increase in house and land values;

more secure tenure;

improved quality of and access to basic technical infrastructure (mainly
water supply and sanitation);

improved protection from hazards like landslides or flooding;

improved quality of and access to community facilities (mainly education
and basic health care).

Depending on the scope and combination of interventions that are more spe-
cifically oriented at income generation and LED (as outlined in the previous
sections), the following outcomes or more direct results (direct benefits) can
be defined:

General Income and Employment Generation:

improved employment levels of residents (reduction of unemployment,
higher share residents with formal employment);

improved incomes of residents, if necessary broken down by specific target
groups (such as women, youth, skilled or unskilled workers);

Local Economic Development ¢ Business Support:

improved revenue and profit of local businesses;

improved/higher investment in business equipment and other productive
assets;

creation of new jobs in local businesses;
strengthening of the neighborhood as a business location;

Regulatory and Policy Framework (beyond neighborhood level):

improved coverage and targeting of urban poor neighborhoods by munici-
pal and/or national social assistance and livelihood programs;

inclusion of specific promotion measures for urban poor neighborhoods in
municipal and/or national employment generation and LED programs
(such as SME-promotion, vocational training, micro-finance, etc.).

3.3 Impacts

With regard to defining the more indirect results and longer-term impacts of
the planned interventions it is recommended to distinguish between two main
types of impacts:

impacts on asset accumulation and poverty reduction at neighborhood
level, and

impacts on the wider urban economy.

For both types and levels of impacts a number of aspects should be taken into
consideration that are outlined in more detail in what follows.
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3.3.1 Asset Accumulation and Poverty Reduction

Poverty reduction and asset accumulation of poor target groups are usually an
overall goal of most NUPs. The impacts that can be achieved will largely de-
pend on the specific types of interventions comprised in a NUP, i.e. the
mixture/combination of traditional physical and social upgrading components
with components aiming at economic development and income generation.

Oriented at the multiple dimensions of poverty as defined by OECD-DAC such
broader impacts that can be defined as objectives of NUPs comprise:

Human Dimension

¢ reduced illness caused by water-borne diseases and/or other environ-
mental conditions;

e improved nutrition, in particular of children;
e improved education levels;

Economic Dimension
e improved levels of savings and other economic assets;

e improved consumption capacity (e.g. food consumption and diet, owner-
ship of household appliances, etc.);

e improved access to formal credit;

Socio-Cultural, Political and Protective Dimensions
e improved public safety and security; reduction of crime and violence;

e improved gender equality and chances of life (women and girls, male
youths, etc.);

e improved levels of decent employment;
e improved ability of residents to withstand economic and external shocks.

However, the achievement of such impacts will also depend on the develop-
ment of overall economic framework conditions that cannot be influenced by
project interventions and may change (unexpectedly) over time, both during
project implementation and after project completion.

It will therefore be important to adequately define and assess these external
factors in form assumption or positive conditions that will have to be met for a
project to be successful, as well as to monitor these carefully (see also section
5 on monitoring).

Note: A possible tool for assessing the expected impacts on poverty reduction
and asset accumulation is the approach for "Ex-Ante Poverty Impact Assess-
ment"” developed by OECD-DAC.

3.3.2 Impacts on the Overall Urban Economy

For defining the expected impacts of income generation and LED interventions
in the context of a NUP on the overall urban economy the following aspects
will be relevant:

¢ Individual projects at neighborhood level - even in large slum areas with
large populations of 100,000 inhabitants or more - will usually have only
limited impacts on the overall urban economy, particularly if they are lo-
cated in large urban agglomerations with millions of inhabitants. The
smaller the percentage of a city's residents who are reached by a NUP, the
more limited will generally be its measurable economic impact at city level.
Moreover, the economies of informal settlements are generally ‘poor
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economies’, making few demands on the wider urban economy and produc-
ing little that circulates outside the settlement boundaries. NUP investment
(both in absolute terms and per capita or household) is often significantly
lower than for other forms of public infrastructure projects, and private
sector real estate development is minimal in a situation where housing is
largely self-built and with little turn-over by way of a housing market.

In contrast, broader city-wide upgrading programs that are designed to
reach a larger number of slums and urban poor will generally have more
tangible impacts provided that they aim to achieve a long-term consolida-
tion and integration of informal areas into the urban fabric rather than as
temporary or otherwise minimal, low-cost, infrastructure improvement.

Another crucial factor determining potential overall economic impacts is
the scale of project components on economic development and income
generation. In the past, investment in the economic development and in-
come generating components of upgrading projects/programs has in al-
most all cases been well below 10% of overall project costs and it should be
clear that only limited impacts could be expected. A greater impact could
be made with more comprehensive approaches to LED in conjunction with
NUPs.

Broader impacts will depend on the scope and mixture of economic devel-
opment measures, and on the potential synergies between these measures
and other project components.

However, higher budgetary allocations and/or a larger number of economic
development measures will not directly or automatically translate into
broader, more tangible impacts. These will largely depend on the quality of
targeting of such measures, i.e. to what extent they meet a real demand
and/or tap specific local development potentials, the cost-benefit ratio be-
tween required inputs and outputs and on the possible synergies between
the different types of measures.

In general, it will be difficult to assess and evaluate the broader impacts of
NUPs on the overall urban economy in terms of determining their "eco-
nomic footprint", as there is usually a large number of external factors that
render it difficult to establish clear cut cause-effect relationships between
project interventions and changes or development trends observed in the
overall urban economy.

The expected impacts of NUPs on the overall urban economy should therefore
be carefully and modestly defined and, in particular, the large "attribution gap"
between project interventions and their possible broader and longer-term ef-
fects or impacts be appropriately taken into consideration.

3.4 Indicators

All expected results at the different levels outlined above will have to be fur-
ther specified by appropriate indicators that should ideally fulfill the following
criteria:

Valid: An indicator should directly represent the result it is intended to
measure.

Objective: The definition shall be precise and unambiguous about what is
to be measured.

Reliable: The data and information needed should be consistent or compa-
rable over time.
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e Practical: It should be possible to collected the needed data easily, on a
timely basis and at reasonable cost.

¢ Useful: The data shall have utility for decision-making and learning.

e Owned: Project partners and other relevant stakeholders should agree that
indicators makes sense to use.

In more particular, estimates will have to be made of the numbers of benefici-
aries (residents, households, businesses, etc., possibly broken down by sub-
groups or categories) envisaged to benefit from each of the interventions, and
targets be set with regard to the expected improvement or positive changes
induced by these interventions (e.g. on employment and income, overall in-
crease in economic product, etc.).

Moreover, in each case this should be assessed against the cost of undertaking
the initiative and, added to the social benefits, with the perspective to be later
used as a basis for cost-benefit analysis of each of the components.

In many cases, these estimates will be tentative at the stage of project design,
will therefore have to be further detailed and possibly revised in the course of
the early stages of project implementation.

Tabular overviews of possible indicators to could be used for the different
forms of interventions and result levels are included in the tools section.
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4 Project Implementation

Due to the complexity of integrated urban upgrading interventions, but often
also because of the sheer size or numbers of the settlements to be upgraded,
most NUPs are implemented in more than one implementation phase. Even
when only one phase has originally been planned, this has often to be ex-
tended or followed-up by a new phase.

For the purpose of these guidelines, however, recommendations are only de-
veloped for the first implementation phase of a new project, as possible
follow-up phases will usually be articulated with new terms of reference or
project concepts based on the evaluation of the results and experience of ear-
lier phases.

Against this background, the issues and challenges to be addressed during
project implementation can roughly be broken down into three main parts
(phases):

¢ an initial phase, or inception phase, in which the project concept devel-
oped during the previous stages of project identification and design will
have to be further operationalized and adapted to the actual situation on
the ground;

¢ amain implementation phase where the measures set out in the project
concept are developed and implemented;

e afinal phase in which the main effort is put into ensuring the completion
of work intended and the continuity of benefits resulting from the project/
program into the future.

A particular challenge throughout implementation will be to ensure adequate
collaboration and functioning working procedures for the interaction of
all relevant stakeholders, with particular view to adequate representation
and participation of the beneficiaries of the different economic interventions
and other economic stakeholders (e.g. local formal and informal business as-
sociations, chambers of business and commerce, etc.).

Moreover, special attention will have to be paid to an appropriate sequencing
of interventions, and consideration of the links and interfaces between
physical and economic interventions.

4.1 Phases of Implementation and Sequencing of Activities

4.1.1 Inception Phase

At the beginning of actual project implementation, the NUP will usually have
been concretized to an extent that:

» the nature and scope of the different project components, and the related
costs have been identified and agreed upon;

¢ the expected results of the different project components will have been de-
fined, and targets with (tentative) indicators set;

¢ the lead agency for overall managing and coordination of the project has
been identified, and the necessary contributions and efforts of all relevant
stakeholders and actors have been agreed upon;

» financial means and other resources for the implementation of the meas-
ures have been made available.
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It will now be important to put functional management structures in place and
make institutional arrangements for the collaboration and interaction of all
relevant stakeholders. Moreover, the project concept will need to be further
detailed, and an overall work plan with a definition of important milestones be
produced.

A suitable approach to this can be a formal or informal inception phase, in
which important conceptual groundwork for the subsequent main implemen-
tation phase will be done. For the economic development and income gener-
ating component of a NUP, the following activities should be undertaken in the
course of the inception phase:

It will be imperative that the management of the implementation of the
economic measures is carried out by staff who have appropriate qualifica-
tions and experience in economic development and income generation, in
respective technical assistance, advice and training. If a large project or
city-wide program is involved and several different measures are to be im-
plemented in a situation where the local authority has taken few steps to-
wards local economic development then more full-time staff may be appro-
priate. They should be able to call upon a roster of short-term experts who
will advise and help establish the different sub-components.

The extent of existing initiatives being undertaken in the field of local eco-
nomic development should be looked into again in more detail and as-
sessed for their relevance to the NUP. It is likely that this will involve more
than one initiative - many southern cities have by now established a whole
range of centers, institutions, committees and so on concerned with local
economic development and employment generation and these will all need
to be assessed. In some cases there are also private sector initiatives that
provide relevant services on a fee-paying basis, perhaps with subsidies
provided by the government that should be contacted. Good working rela-
tions must be established with these institutions and initiatives from the
outset.

Community organizations and other interest groups contacted during
project design will need to be revisited. Collaboration will have to be estab-
lished also for the staff responsible for the infrastructure and social com-
ponents of the project/program and all sections should be well-
coordinated, particularly where the contacts are relevant to more than one
component.

More intensive outreach should also be made to formal economic actors
including the private business sector - chambers of commerce, industry
and any other associations representing the private sector - trades unions
and other associations representing workers in the formal and informal
sectors that had been identified in project design. Where adequate, more
formal arrangements incorporating these into the decision structures relat-
ing to the economic development and income generation components of
the NUP should be made.

Other international donor agencies may be active in the city in areas related
to the project/program. Whilst the design report should have identified
these, matters can change in the period between project design and the
start of implementation. Here also, it is advisable to establish a basis for
regular exchange of information on project/program progress and where
relevant negotiate mutual synergy or cooperation.

From these contacts and initial discussions, steps should be taken to bring
together different sets of interests to participate in the different parts of the
detailed design and execution of all components of the project/program.
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These should be participatory planning fora, relevant to each of the project
components and properly constituted, with terms of reference or constitu-
tions, appropriate internal structures, transparent means of determining
membership if these are to be restricted and an outline schedule for activi-
ties for which they will be responsible.

e The economic development component of the project/program will involve
several different kinds of training initiative and a training needs assessment
across all of these should be produced during the inception phase.

By the end of the inception phase that could take 6-9 months (depending on
the scope of the project) there should be clarity as to what is the current offer
of the municipality or other agents in the city that can serve the needs of the
project/program and what the project/program will have itself to develop.

This information should be used to define the sequence and timing of the im-
plementation of each of the economic development initiatives that will be fi-
nanced by the project/program and how these will be delivered.

The staff responsible for managing the implementation of the economic devel-
opment initiatives will make the relevant contribution to the inception report.

4.1.2 Main Implementation Phase

In Section 2.1, the possible initiatives that can be taken to promote income
generation and local economic development were described. Any one of these
- and possibly other kinds of initiative - may already be in operation in the city
and in these cases the task of the project/program will be to ensure that these
are appropriate and accessible to the population of the neighborhood(s) to be
upgraded and/or what measures have to be taken to strengthen the accessibil-
ity if this is inadequate.

In other cases the project/program managers may take the decision to imple-
ment independent initiatives if these are foreseen by the project concept or
the need becomes apparent during the inception phase and resources can be
directed towards implementing these. In the following paragraphs, it is indi-
cated for each of these kinds of initiative what should be looked for in terms of
an existing provision that might be deemed to be adequate and otherwise
what the project/program will need to undertake by way of independent im-
plementation.

Labour-Intensive Public Works: Action on this should take place immedi-
ately following the inception phase, or even begin in the inception phase, and
the economic development staff will need to work closely with the staff re-
sponsible for planning and design of the infrastructure improvements.

e Investigation should be undertaken into the procurement rules and rules
for contract conditions prevailing in the city/country to ascertain any re-
strictions these contain upon requiring small, local contractors to carry out
the work, employing local labor. Where such restrictions are in force, nego-
tiations should take place with the relevant authorities (typically the Minis-
try of Public Works or, in some countries, an institution directly responsible
for supervising public procurement) to waive these restrictions and substi-
tute relevant clauses.

e A suitable approach to contracting the works (may be different for different
elements of infrastructure or other construction works) should be designed
and adopted by the project/program (e.g. direct community contracting or
contracting larger firms who will subcontract to smaller local contractors
and provide supervision of their work).
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e Where it is found that there is a lack of local small contractors capable of
tendering for the works in a labor-intensive manner and/or inadequate
supply of potential workers in the trades that will be required, then steps
should be taken to find suitable training programs (perhaps already offered
by a local vocational training institution) or if necessary arrangements
should be made to provide such training directly by the project/program.

¢ The staff responsible for the economic development component should
continue to advise the engineering staff on aspects of labor-intensive ap-
proaches to the works as the project progresses.

o Efforts should be made if the resources are available to train the municipal
staff in the form of contracting used by the project/program with a view to
this becoming standard practice on municipal infrastructure projects/
programs more generally.

Adult Education, Social Counseling and Non-Formal Education in Life
Skills

¢ Should the municipality already possess a program of non-formal education
in literacy, numeracy and life skills, in the context of local social develop-
ment, then the NUP should ensure that this is available and proactive in sat-
isfying the need for this in the neighborhood(s) to be upgraded.

e Ifsuch a program is not in existence then the project/program should carry
out a survey to assess the potential need for a training and counseling ac-
tivities and organize the necessary courses, as far as possible convincing
the municipality that this should carried out by the local school authority or
other existing local institution, independent of the NUP, and provide advice
on the structure, content and procedure for such courses.

e In general the project/program should be proactive in seeking out those in
need of such education, ensuring that social counseling is available for this
section of the population and that they can be encouraged to undertake and
complete relevant courses.

Vocational Training

¢ The existing offer of vocational training in the city should be assessed both
in terms of course content and its relevance for the residents of the project/
program neighborhood(s) and in terms of accessibility, physically and with
respect to entry requirements. The project/program staff should ensure
that the level achieved through the non-formal training component is suffi-
cient to meet the entry requirements of the vocational training programs.

¢ Where the offer and/or accessibility of the vocational training are deemed
to be inadequate, the project/program staff should assist the municipality
and/or the institution responsible for vocational training in the city to im-
prove the relevance of the curriculum and accessibility to neighborhood
residents.

e I[f this cannot be achieved within the existing framework and budget of the
responsible institution(s) then the project/program should determine what
is essential by way of improvement and whether/how the project/program
can contribute to bringing these to life.

Job Placement: It is to be expected that the local government and/or the Min-
istry of Labor already provide a job placement service that informs formal en-
terprises of the availability of the skills available in across the city and informs
job-seekers of vacancies. This service should be available to residents of the
neighborhood(s) to be upgraded.
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The project/program staff should appraise themselves of the availability at
city level of job placement services. These should be accessible to residents
of the neighborhood(s) to be upgraded and may need additional resources
as a minimum to ensure that the availability of the service is well known
throughout the neighborhood(s).

It may be appropriate to establish a branch office within the neighbor-
hood(s), ideally combined with a training centre for small-enterprise de-
velopment and expansion if this is deemed to be viable.

Development of Cooperatives and Social/Community Enterprise: The
level of organization and capacity of those working in the informal economy
who generally dominate the economies of informal settlements does not lend
itself easily to formal, competitive forms of entrepreneurialism. Two alterna-
tive options open to those working in the informal economy on the principle of
solidarity economics are to collaborate more closely with others working in
the same sub-sector or to link activities more closely to social needs within the
community.

The project/program staff should investigate what, if any, facilities are
available within the municipality to assist in the formation of cooperatives
and/or social and community businesses. This may already be a local gov-
ernment function or there may be NGOs playing this role.

An assessment should be made of the actual or latent demand for means to
organize those un- or underemployed in the neighborhood(s) in ways other
than via the establishment of formal small enterprises.

If deemed to be viable, the project/program staff should assist in making
such a service available in the neighborhood(s) to be upgraded either in
collaboration with the existing initiatives or, if these are not yet extant, se-
curing expert assistance to bring them into being.

This may lead to organization of economic and other income generating
activities linked to existing community associations/organizations and ini-
tiatives in the formation of cooperatives etc. should build on these, rather
than attempt an entirely new approach.

At the same time, such initiatives should be protected against take-over by
exploitative interests through the establishment of internal rules for such
organizations.

In so far as these explorations show signs of success, project/program staff
should assist in institutionalizing this service, in collaboration with the lo-
cal government

Provision of Commercial and Industrial Sites, and of Space and Buildings
for Economic Activities

Here also the staff responsible for the economic development component
will have to work closely with the planners responsible for designing the
physical works and then with the engineers responsible for managing the
works.

The Terms of Reference should already contain pointers, based in the
project design, as to what kinds and mix of sites and buildings will be ap-
propriate to be provided in the context of the level of upgrading proposed
and the availability of suitable land.

It will nevertheless be necessary to carry out a more detailed demand study
to reach a certain level of confidence that enough and not much space is to
be made available in the course of project/program implementation. This
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should also be referred to a participatory planning forum of local residents
such that concept ownership is secured from the outset.

Decisions with regard to the geographical distribution of the sites and
buildings and the level of investment to be made should be agreed with the
planning staff and passed on to the engineering staff responsible for man-
aging construction works.

It is important that appropriate management arrangements are planned
and executed to ensure that each kind of site or building is fully utilized and
maintained and where rents are to be taken that the financial arrangements
are appropriate to the function which the facilities are to fulfill. For facili-
ties to be let or sold to the private sector, the use of the rent should benefit
the neighborhood and for facilities to be used by residents, these should be
involved in their management and steps should be taken to prevent these
from being used by outsiders unless, in the event, these are clearly being
underused.

Entrepreneurialism and Small Enterprise Development

The project/program staff should investigate whether and what kind and
level of offer is available within the city for education and training in entre-
preneurialism generally (through school and university curricula) and spe-
cifically assistance to individuals wishing to start or expand a small busi-
ness.

Steps should be taken to extend the offer to the residents of the neighbor-
hood(s) to be upgraded if this is not already available and otherwise for the
program/project to establish relevant initiatives. This might therefore be a
branch of a municipal entrepreneurial training centre or a free-standing
initiative.

Whichever case is implemented, there must be a high level of confidence
before implementation that this will be a permanent arrangement and not
one that is only operating for the duration of the project/program.

The facility should be adequately staffed with qualified trainers and advi-
sors in all aspects of business development and administration. Advice
should be available concerning lines of business more likely to find viable
markets, including any lines that are being assisted by the local administra-
tion as part of any local economic plan or strategy.

The orientation of the initiative should not be one of assuming that all ef-
forts will lead to the establishment of formal businesses with a long life
ahead of them but acknowledge that the main effort should be towards as-
sisting actors in the informal economy to improve their efficiency and effec-
tiveness that may lead in some cases to sustainable formal businesses that
are ambitious and capable to grow.

Financing Local Economic and Income Generating Activity: Particular at-
tention to the means of financing initiatives in economic development and in-
come generation within the neighborhood(s) where they are active. This
should include support for or development of community-based savings and
loan circles and micro-finance but seek also other relevant potential sources of
finance or financial mechanism.

The project/program staff should investigate the means currently used by
actors in the local economy to finance their economic activities. Where
there is experience of savings and loan circles, these should be further
promoted.

Investigation should be made into the presence in the city of micro-finance
institutions or banks that are prepared to make loans for the upgrading of
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micro-enterprises and other local economic activities. Their availability
should be advertised to residents of the community who might be inter-
ested in taking out loans. It is not, however, advisable to start new institu-
tions within the neighborhood(s) to be upgraded unless there is evidence
that these may be institutionalized and survive beyond the life of the
project/program.

4.2 Institutional Arrangements

As pointed out above, the establishment of functional and transparent institu-
tional arrangements will be an important condition for successful project im-
plementation that will need to be addressed in the inception phase. Depending
on the scope of the project and the number and type of stakeholders involved
the following types of arrangements can be envisaged:

¢ Setting-up an Overall Steering Mechanism: This will be particularly rele-
vant in projects with a large number of stakeholders with diverse interests
and roles in project implementation. This could be done in the form of a
smaller steering committee composed of representatives of the main stake-
holders as a mainly coordinating body, or as a larger stakeholder forum
with additional consultative functions. For both options, it will be impor-
tant to ensure adequate representation and participation of beneficiaries
and target groups, and to establish transparent and accountable working
procedures.

e Inter-institutional Agreements: Complementing the above steering
mechanism it will usually be necessary to prepare and conclude formal
inter-institutional agreements that define the roles, functions and respon-
sibilities of all institutions involved in project implementation, as well as
the modalities and procedures for collaboration, coordination and report-
ing.

¢ Contractual Agreements and Commissions: These may be necessary for
the management of individual components or sub-components, or the ren-
dering of specific services (such as training or technical assistance), and
would normally comprise general and specific contracting conditions (de-
fining service fees or other forms of remuneration) and specific terms of
reference.

e Consultative Bodies of Beneficiaries / Target Group Representatives:
For specific lines of activities it may further be useful to set-up working
groups, committees or similar bodies composed of representatives of bene-
ficiaries and target groups and of the stakeholders involved in the specific
activities as a feed-back and consultative mechanism. Again, it will be es-
sential to establish clear terms of reference, as well as transparent and ac-
countable working procedures.

The actual forms of arrangements needed should be defined and agreed upon
during the inception phase.
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5 Monitoring and Evaluation

For designing and establishing a functional approach to monitoring and
evaluation it will be useful to distinguish between two basic types of perform-
ance monitoring:

e Implementation monitoring that involves the frequent, on-going record-
ing and assessment of data on project operations. It involves keeping good
financial accounts and field activity records for tracking funds and other
inputs, and regular checks to assess compliance with work plans and budg-
ets in terms of outputs and deliverables. Moreover, it also shall allow to
identify possible deviations from the project concept, and point out possi-
bly needed conceptual adjustments based on experience obtained in the
implementation process.

¢ Results monitoring that involves the periodic collection and evaluation of
data and information on a project's achievement of results - e.g. its short-
term outputs, medium-term outcomes, and long-term impacts. This type of
monitoring demonstrates whether a project is moving towards its objec-
tives as formulated by the project's logical framework and results chains.

5.1 Implementation Monitoring

Implementation monitoring is a standard tool of project management for
which there are a number of well-established routines and procedures, in par-
ticular with regard to financial management, and the monitoring of inputs, ac-
tivities and project outputs. For the purposes of these guidelines, it is there-
fore deemed sufficient to highlight only a few issues that may be relevant for
the potentially complex set-up and implementation modalities of NUPs with
income generation and LED components.

These refer mainly to the need to observe and monitor the following aspects
that may be relevant for adjusting the overall project concept and/or individ-
ual project components or sub-components based on actual implementation
experience:

» the interaction of stakeholders and institutions involved in the different
project components, and their capacity to cooperate and collaborate: Given
the potentially large variety of stakeholders and actors involved in the vari-
ous project components it will be important to follow-up and monitor the
modalities of cooperation and possible bottlenecks or obstacles that may
occur with regard to this.

The main tools that should be applied by the overall project management
for this purpose comprise regular:

- follow-up of compliance with the contractual arrangements or other
agreements with regard to cooperation modalities, functions and con-
tributions of the different stakeholders,

- follow-up of compliance with agreed upon work plans and/or budgets
for components, sub-components or particular services, and corre-
sponding progress reports,

- feed-back meetings of the project management with key stakeholders
and service providers on experience.

» the scope of target group participation and involvement, particularly of
women and marginalized groups, in the implementation of project compo-
nents and sub-components: On parallel lines, the level of participation in
and acceptance of the different project activities and measures by their in-
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tended beneficiaries will need to be observed and monitored in order to be
able to detect possible problems and take possibly needed corrective
measures.

Possible tools for this purpose are:

- built-in feed-back mechanisms for activities like training courses, coun-
seling and advice (e.g. evaluation or assessment sheets, feed-back ses-
sions, etc.),

- focus group discussions with beneficiaries of specific activities,
- consultation of representative of beneficiaries / target groups.

» the sequencing of interventions: Another crucial implementation aspect
to be monitored will be the sequencing of interventions and activities of
different components that build on each other (e.g. creation of the condi-
tions for employment of residents in labor-intensive construction works) as
delays or obstacles in individual components amy significantly delay the
whole project or even negatively affect overall project success.

Tools that should be applied for this purpose are:

- the definition and follow-up of jointly agreed upon milestones for core
outputs and deliverables in the implementation of components that
build on each other,

- regular management meetings of all stakeholders involved in activities
and components that build on each other.

All above monitoring functions should therefore be included in the TOR for
overall project management, as well as in the TOR for the management of indi-
vidual components or sub-components.

5.2  Results Monitoring

In the past, results monitoring even of major neighborhood upgrading pro-
grams was very poor, resulting in an inadequate record of what has worked
and what has not worked in practice. Today, much more attention is being
paid to the monitoring of outcomes and impacts of projects that then makes
use of this monitoring information to determining much better what ap-
proaches and initiatives work well and which less well, enabling adjustments
to be made as the project/program evolves and to provide a basis for better
design of future projects.

Unfortunately there are still many gaps - for instance, whilst efforts to support
the formation of small enterprises is widely supported through BDS initiatives,
very few countries are monitoring the survival rate of these enterprises — and
indeed, many of the proposed interventions outlined in section 2.1 above have
a relatively poor record of evaluation of past such interventions.

This is to say that it is extremely important that an adequate system of moni-
toring and evaluation be put in place prior to the implementation of any NUPs
that emerge under these Guidelines.

There is a wide selection of guidelines now available to assist in designing
monitoring systems and a wide range of methodologies are in use today - a
manual available from IFAD, for instance, documents 34 different methodo-
logical tools. Here it is not intended to describe these or to provide a detailed
single methodology but rather outline the main issues relevant for monitoring
NUPs and then provide a preliminary list of methods that might be appropri-
ate as a basis for project/program monitoring of NUP projects/programs.
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Results monitoring shall be done on the basis of the different result levels and
corresponding indicators of the logical framework that usually will have been
established during the stage of project design. As far as needed, the indicators
may have to be further detailed during the inception phase, in particular with
regard to quantitative targets.

While implementation monitoring will mainly deal with the inputs, activities
and outputs of a project, results monitoring shall focus on the higher level of
results, i.e. the outcomes and impacts. As many outcomes and most impacts
will only occur some time after the interventions as results of a project's out-
puts, it may further be worthwhile to also include an intermediate level, the
use of outputs by a project's beneficiaries and intermediaries, in the monitor-
ing approach. This will have the advantage that the gradual process of moving
towards the project's objectives can be observed and monitored.

Given the complexity of NUPs with different sectoral components, it will be a
challenge to develop a well-balanced and practical approach that responds to
both the needs for performance information at various levels, and the interests
of different stakeholders and management levels involved in the project while
keeping the system as simple as possible in order to avoid overburdening ca-
pacities and drawing resources away from other necessary functions. For
these purposes, the following aspects should be considered.

e It will generally be useful to link monitoring tasks and functions to spe-
cific components or lines of activities, and to assign these as a standard
reporting functions to the institutions/stakeholders responsible for the
corresponding outputs or services. This would be particularly valid for
monitoring the use of outputs, e.g. a vocational training institution should
monitor and report on how many participants of its courses find a em-
ployment within a given time, and how many of these jobs are permanent,
or a micro-finance institution should report on the repayment rate of its
loans, and possibly also the longer-term development of the credit rating
and solvency of its clients (which might also be important performance or
quality benchmarks for the service provider). Similar approaches could be
applied for the use of outputs of job placement services, adult education,
etc.

e Information and data on outcomes that cannot be generated as integral
part of project activities will generally have to be collected periodically (e.g.
annually) through low-cost rapid appraisal methods, mini-surveys or con-
sultations with project beneficiaries and intermediaries, preferably based
on a monitoring plan. Again, it is recommended that these tasks be as-
signed, whenever possible, as standard functions of key stakeholders in-
volved in the project, e.g. to a Municipality as the project implementing
agency.

e In contrast, impact data will have to be collected with less frequency, usu-
ally at a project’s beginning and end (or ex post) or, for projects with vari-
ous phases, every few years. Again, instead of trying to develop a project or
program-specific approach for this, it may be worthwhile to promote the
use or development of broader diagnostic frameworks for urban de-
velopment at city or national level, such as urban observatories or the new
tool of "Urbanization Reviews" that is being promoted by the World Bank in
the context of its new "Urban and Local Government Strategy".

In a summary, it is recommended that results monitoring be understood as an
integral part of overall project management, and a internal function and
regular routine to be jointly assumed by all relevant stakeholders involved in
project implementation. This would also be important with regard to the
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longer-term sustainability and replicability of project interventions, and the
institutional anchoring of urban upgrading, including income generation and
LED, as a regular task and function of local governments (see also section 6).

5.3 Methodologies for External Monitoring and Evaluation

5.3.1 Instruments and Phases

Against the above background and oriented at the Bank's approach for "Col-
lecting Data for Measuring Performance Indicators - Methods and Indicative
Costs" in the housing sector3, the following instruments and phases can be
outlined for capturing and monitoring the results of income generation and
LED components in the context of a NUP for the purposes of the Bank, i.e. a
more external monitoring of project successes and lessons-learnt:

« Baseline Studies: In order to establish a sound basis for monitoring it will
generally be necessary to establish adequate baseline information on the
ex-ante situation before the planned project intervention. This should usu-
ally be done at the stage of project design, when baseline studies would also
be needed to provide information and inputs for the design of project com-
ponents (see section 1.1.1 and 1.1.2 with an overview of the information
needed to assess economic development conditions at city and neighbor-
hood level), or latest during the inception phase.

- Baseline information on ex-ante conditions at city level that will be
needed, if the impacts of major upgrading interventions on the overall
urban economy are to be captured and assessed, should mainly be com-
piled based on available statistics, planning documents, etc. A viable al-
ternative that can be built into a project concept, in particular for city-
wide upgrading programs, would be an initial assessment of the ur-
ban economy in the context of preparing or reviewing/refining a city-
wide slum upgrading strategy or plan (see also 5.2 above on impact
data).

- In contrast, the establishment of baseline information on ex-ante
conditions at neighborhood level will generally require some surveys
to obtain reliable quantitive and qualitative data that should be inte-
grated into the standard baseline surveys for housing/urban upgrading
projects as applied by the Bank.

e Mid-Course and Completion Evaluations: On parallel lines, the Terms of
Reference for mid-term and completion evaluations would have to be en-
riched and amended by monitoring tasks related to the income generation
and LED components of a project or program.

e Ex-Post Evaluation: As impacts on income and economic conditions, and
in particular on asset accumulation and poverty reduction, will only occur
over time, and may become more visible and tangible only some time after
project completion, it may be useful to also foresee an ex-post evaluation
that would look in more depth at the longer-term results of previous
project interventions and further developments of each of the initiatives.
This evaluation should take place not less then two years and no more than
five years after the end of the project .

As far as possible, all above evaluation phases should draw on inputs and in-
formation from internal monitoring as outlined in section 5.2 above.

3 Shlomo Angel, Michael Jacobs: Getting Results in Housing - A Framework for Moni-
toring Results in Housing Projects Using Measurable Indicators, May 2006
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5.3.2 Methods

Much of the information and data required for monitoring the results of in-
come generation and LED components or measures can be built in and pro-
vided by some of the 10 different modular survey instruments as being ap-
plied in Bank supported housing projects, namely:

the Survey of Targeted and Control Group Households: Information on
living and housing conditions, poverty and livelihood of the target popula-
tion would largely be covered by this survey, and it could possibly be
amended by collecting additional information on employment, skills and
education levels (as outlined in section 1.1.2);

the Informal Settlement Inventory should be amended by information on
business activities and locations within the settlement (including home
based business activities), main branches and sectors of the local economy
(again as outlined in section 1.1.2);

the Intermediaries Survey and Report would have to be extended to all
relevant stakeholders and actors to be involved in a project's income gen-
eration and LED components (as outlined in section 1.3);

On parallel lines, income generation and LED-specific monitoring aspects
would have to be included in the Terms of References for the instruments of
Short-Term Expert Visits, Participant Observation and Structured In-
terviews with Stakeholders.

Finally, such aspects should also be included in approaches to Appending a
Special Section to National Household Survey (see also 5.2 above on im-
pact data).

An additional survey relevant for LED components and measures would be a
sample survey of Targeted and Control Group Businesses with a similar
purpose as the household survey above. This would also need to be taken
through the different evaluation phases (baseline, mid-term, completion and
ex-post), but could comprise a smaller sample of only 150-250 local busi-
nesses. If the economic impacts of the upgrading interventions on neighboring
area shall be assessed, this survey would have be extended to businesses in
such areas.

It may further be useful to include a cost-benefit-analysis at design or incep-
tion stage of each of the initiatives making up the economic development and
income generating component of the project/program. This would be more
appropriate than simple cost-income analysis on assumptions of increased
employment, being able also to include ‘softer’ social benefits that accrue to
most of the initiatives and are hence valuable in terms of the overall desired
project/program objectives.
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6 Sustainability and Replicability

Urban upgrading, and in particular the promotion of income generation and
local economic development are generally tasks that require longer-term time
horizons than those of individual projects. In fact, given the large numbers of
the poor living in slums and informal areas, the high levels of unemployment
or underemployment among the poor and the size of the informal economy in
most cities, they should be understood as permanent challenges both for local
and national governments. In most past upgrading projects, however, in so far
as these have implemented income generation or LED components, the con-
sideration of sustainability and replicability of such initiatives has been inade-
quate and sometimes given no consideration at all, closing down once the
project or program comes to an end.

6.1 Sustainability

Against this background, LED and other income generating initiatives should
generally not be started in the context of NUPs without there being a realistic
chance that these will continue once the project/program ends. From the start
efforts should go into ensuring long-term institutionalization and integration
of such efforts into broader program approaches.

It has been shown in past such projects that the key to sustainability is to in-
volve the local government from the start and where possible either link initia-
tives into ongoing - perhaps upgraded - effort or help the municipality to start
such initiatives on the understanding that these will become part of their regu-
lar responsibilities. There may be initiatives where NGOs, CBOs and/or the
private sector takes on a portion of the responsibility. This may be the case,
for instance, where sites for informal enterprise activity are managed via a co-
operative or, as recommended by the Donor Committee for Small Enterprise
Development, that business development services be managed by private
service providers. However, in all cases there needs to be political commit-
ment at the municipal level to support even these initiatives to ensure that
they continue.

On the other hand, if particular initiatives are found to be unsuccessful in the
sense of costing too much relative to the gains in income generation (but also
wider social gains) then an evaluation should be made as to why the failure is
occurring and whether success might be achieved through adjustments in
management, etc., or whether the approach should be abandoned. It will fur-
ther be important to ensure that political decisions will not lead to the con-
tinuation of inviable initiatives or, on the other hand, close down initiatives
that are or could be successful.

Furthermore, adjustments may be made in response to national policies and
programs and/or economic conditions at the city and national level. In all
cases the project/program staff should work closely with the municipality and
other relevant stakeholders up to the end of the project/program to identify
positive conditions for scaling-up and rolling-out successful local approaches
and concepts.

The project evaluation to take place at the close of the project should pay par-
ticular attention to the robustness of the commitment and mechanisms
whereby the local authority and other responsible agents have taken owner-
ship of the economic development and income generating initiatives started in
the context of the project. This should lead to recommendations how such ini-
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tiatives can be continued and followed-up, and indicate pitfalls and lessons-
learnt as well as necessary actions that can enhance their effectiveness.

6.2 Replicability

On parallel lines, with a view to scaling up integrated urban upgrading inter-
ventions that include income generation and LED components, projects should
be designed and implemented in a way that they can be replicated and dis-
seminated. This will particularly hold true for individual NUPs in only one city
that cover only one or a small number of neighborhoods. As pointed out in sec-
tion 1.4, itis recommended that such projects be generally only conceived
when they include a perspective for subsequent scaling-up and anchoring in
an appropriate policy framework. However, the challenge of developing repli-
cable approaches that can be disseminated at a broader scale will also exist for
broader city- or country-wide programs that may be implemented in various
stages and phases.

In order to adequately address these challenges the following aspects will
need to be considered:

e A systematic documentation and evaluation of implementation experience,
and of the lessons-learnt (what has worked? What has not worked?) will be
an important precondition for developing replicable approaches. This will
be especially relevant for types of interventions for which no previous local
experience exists and that may therefore have to be developed and imple-
mented as "pilots" on an experimental basis.

» As stated above, the cost-effectiveness of specific interventions (such as job
placement services, business advice, etc.) will be another important factor
for the viability of replicating and rolling-out such interventions at a larger
scale that will need to be carefully monitored and assessed.

e Replication and dissemination can be significantly facilitated when project
interventions at neighborhood level are complemented by overall policy
and strategy formulation for urban upgrading, local economic development,
and/or social assistance at municipal and possibly also at national level.

 Finally, with a longer-term perspective, building on above policy and strat-
egy formulation and moving away from "project” funding, it may be worth-
while to explore options to anchor financing for specific types of support
activities and services in the regular budgets of relevant stakeholders, e.g.
in municipal budgets or sector agency budgets.
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Annex: Tools

1. Criteria for Describing Economic Development Conditions
Examples of Result Chains

Logical Framework

W N

Tabular Overview (Matrix) of Results and Indicators

5. List of Guiding Questions for Impact Monitoring
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1. Criteria for Describing Economic Development Conditions
Economic Structure Markets and Market Employment Income and
Integration Expenditure
Main sectors / branches Markets Employment Rate Sources of Income

* high-tech industry (e.g.
electronics)
* garment industry

* other industrial
production / manufacturing

* neighborhood / community
* local (city level)

* metropolitan region

* country (national level)

* formal employment (in the
public and private sector)
¢ informal employment

* unemployment (with or
without welfare benefits or

® wages
* self-employment
® remittances

* other support from family
members

(employees)

o oo
e trade and commerce reglonal social assistance) ,
* global * social transfers
* ICT (telecommunications,
etc.)

* handicraft / workshops
* other services

Size of enterprises Investment Type of Employment Income Levels

* multinational / global

* local investment (at

* regular employment

by categories:

* product processing and
refining/improvement

* marketing

enterprises community level) (public / private sector) o subsistence
* large-scale national * local investment (from city | ¢ day labour o low

enterprises or metropolitan region) * seasonal labour o medium
* small aqd medium-size * national direct investment « high

enterprises * foreign direct investment
* micro-enterprises * public investment in

infrastructure development
Turn-over Links to and integration | Employment by Sectors Expenditure
into value chains

by categories: * access to raw materials * formal sector * food consumption
* low and other needed inputs | ¢ informal sector * housing (rent, mortgage
* medium ¢ product development and and/or maintenance)
* high research * utilities (water, electricity,

etc.)
* transport / education
* health

¢ distribution channels and * clothing
transport * furniture /
appliances
Location of Employment Financial Assets

¢ inside the settlement /
community

* in the city
* in metropolitan region

* savings / debts

* house and/or
landownership

* capital equipment
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2.

Cato Manor

Examples of Result Chains

'
Global financial crisis since
the end of 2008

Highly Aggregated Impacts

Environmentally sustainable and more equitable economic development fostering locational advantages and creating new employment opportunities
Positive influence on the development of the eThekwini Metropolitan Area and generation of models for future urban development

Impacts (Indirect Benefits)

Area Based
Management
ABM

Accumulation of Assets

and Poverty Reduction
Increased value of real estate properties through freehold
titling (tradability and accessibility of mortgage finance),
investments in house improvement and extension, and
improved access

Improved scope for investing in education

Improved opportunities for women to explore employment
and income opportunities

* generally improved public safety and security, though some
problems remain

Strengthening of Neighboring Areas
and Improved Social Cohesion and Integration

* Growth in demand for shops and services and at least two
neighboring schools that were suffering from falling numbers
of students

Initial decline in property prices due to the upgrading of the
formerly racially and socially segregated informal settlement
could only be compensated and consolidated over time.
Overcoming of apartheid era spatial segregation with
extremely important symbolic value in terms of black african
people being at last accepted into the City.

improved social safety nets

but no significant overall improvement in income levels and
reduction of poverty, and many business remain survivalist

Strengthening of the
Overall Urban / Metropolitan Economy

* Businesses have benefitted from an accessible source of
employment proximate to their areas of operation.
Furthermore, benefits have accrued through increased
demand generated from the gr ox\mg local population for
goods and services form surrounding business y
particular importance as the economy grew in key service
categories which required labour sources to be close by for
irregular work demands.

Attribution Gap

New National i(\li('y for

Direct Benefit (Outcome Level 2)
Living and Housing Conditions, and Income and Employment Opportunities in Cato Manor have improved.
Cato Manor Development Vision: A vibrant, high density, balanced, sustainable urban environment appropriately integrated into the surrounding areas, offering a mixture of
residential, economic, social and community opportunities, targeted mainly at the urban poor, and easily accessible without the need to own a car.

free schooling in
impoverished areas in 2008

Continuing influx of poor

Improved Basic
Infrastructure Services

* improved access and connections to
other parts of the city

* substantial reduction of illness related to
poor water quality

* more reliable technical infrastructure
(mainly electricity and communications)
for local businesses (although some
problems persist due to theft and crime)

Improved Community
Facilities and Services

* more children are completin,
and going on to tertiary studi

* improved early childhood care and pre-
schooling

schooling

* but prevailing problems related to
endemic HIV infections

Improved
Housing Conditions

* general consolidation of upgraded and
new housing areas

but little improvement in informal
settlement areas that have not been
formalized and upgraded, also due to a
continuing influx of people

Improved Income and Employment
Opportumtles & Business Environment

related investments (fuel stations, logistics

2 ail, warehouses, administration) some
manufauurmg at different sites

growth in entrepreneurial activities with new business start-
ups, mainly in the informal service sector

some expansion of businesses, particularly of those which own
taxis, liquor retail outfits, catering and event supplies and a
number of small construction companies

* improved access to formal jobs outside the area

development of touristic activities and a local crafts market

people looking for affordable
housing and livelihood

opportunities

Use of Outputs (Outcome Level 1):
Public sector agencies, local government, residents, and local and external businesses use, maintain and further develop the project outputs
(Cato Manor Development Project transferred into an Area Based Management Approach - ABM)

Major government
investments under the
Expanded Public Works
Program

'
Overall accelerated economic
growth in South Africa
between 2004 and 2008
(with annual growth rates of
4% and falling
unemployment)

Infrastructure maintained and
properly operated

¢ On-and offssite bulk infrastructure are
operated and maintained by the city
government, and further extended

New community facilities are
used and operated

* Schools are operated and maintained by
the provincial and national government

* Almost all children have now access to
school enrollment, though quality of
education remains a problem

* Basic health services and local clinics are
operated by the city government

* Awareness campaigns around HIV, and
other health related awareness
campaigns

* Assistance to needy households in
accessing support for disability/illness
and child support grants

Residents invest in further house
improvement and extension

* 3informal settlements substantially
upgraded and several greenfields
incremental projects (subsidy programs)
for relocating some families from
upgradmg area plus additional new
units; in total around 4,500 new or
improved housing solutions (for about
20,000 people)

* Social housing pilot project with 320

units (for around 1,200 people)

3 credit-linked housing schemes for

households able to afford a housing loan

Residents, local and external businesses use the
services and facilities provided

* around 8,800 people temporarily employed, but less than 1%
of jobs became permanent

* local contractors trained under the housing and infrastructure
components offer services for house improvement and
extension to residents

* savings clubs and cooperatives pursued different ventures,
including locally produced household detergents, fresh
garden produce, cleaning, recycling, crafts and block making; .

* 40% of developed business sites occupied by private firms and
investors

¢ Entrepreneurial Support Center and Incubator Program

offered regular services; and around 1,400 successful job
placements within and outside Cato Manor

2002/2003 1

CMDP

'
Economic slump in South
Africa in the wake of the
Asian financial crisis of 1997
with growing unemployment
(until 2002)

Improved bulk
infrastructure
¢ Improved off- and on-site infrastructure

water supply, sewers, storm water
disposal)

* Power supply and electricity network

* Main roads with improved connections
to other parts of the city

Expanded community
facilities and services
A number of new

* Schools (9 primary and secondary
schools, and 8 pre-schools)

¢ Libraries and community halls
* Clinics

* Religious sites

 Urban parks and sports fields

that are located optimally in relation to
housing projects, transport routes, and
economic opportunities.

Provision of improved and
new housing options

3 Informal settlements substantially
upgraded and several greenfields
incremental projects (subsidy programs)
for relocating some families from
upgrading area plus additional new
total around 4,500 new or
improved housing solutions (for about
20,000 people)

Social housing pilot project with 320
units (for around 1,200 people)

3 credit-linked housing schemes for
households able to afford a housing loan

.

.

LED training and services, and facilities for
resid and local busi
3,000 people trained under the skills development
component, and 5,000 people trained for labor intensive

works under the housing, infrastructure and social facilities
component

50 savings clubs and five cooperatives established

* registration of 5,000 job seekers

regular small business fairs established

* 160 stalls and trading units, and 53 workshops (economic
hives) built

establishment of an Entrepreneurial Support Center and
Incubator Program, including a tourism visitors center

'
Significant complementary
national government
programs oriented at
promoting economic
development

'

'
Strong population growth
in Cato Manor since the mid
1990s due to removal of
apartheid segregation and
attractiveness of location

1992

Construction of:
* Main roads

* Bulk water supply, sewerage and
stormwater disposal
* Electricity

Construction of:

* Schools

* Libraries and community halls
* Clinics

* Religious sites

 Urban parks and sports fields

and strengthening of community
organizations

Different forms of housing solutions,
including:

* Informal Settlement Upgrading
 Greenfields incremental projects
* Social housing

¢ Credit-linked housing

Economic skills development: basic business management
training, multi-skilling program, home-ownership education,
savings clubs, industrial skills training, promotion of urban
agriculture)

Promotion of economic opportunities: construction of market
stalls and trading units, development of business and light
industry parks, establishment of entrepreneurial support
center and incubators / economic hives, crafts promotion, job
opportunities bureau, small business loans, legacy and tourism
project

Institutional Capacity Development: Formation of local
Development Committees

Labor-intensive works
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Medellin

Highly Aggregated Impacts

Environmentally sustainable and more equitable economic development fostering locational advantages and creating new employment opportunities

Development Vision: Medell n solidly united and competitive

Impacts (Indirect Benefits)

Global financial crisis since
the end of 2008

Second Phase of
Upgrading
Initiative
2008 - 2011

'
New City Government in
2008 with a stronger focus on
resettlement policies

First Phase of
New Upgrading
Initiative
2004 - 2007

'
Demobilization of urban
militias completed between
2003 and 2006
(corresponding to the start of
the Moravia interventions)

Significant economic growth
due to improved security
situation: Since 2003, per
capita income has increased
by 25 percent,
unemployment has fallen
from 17 percent to 12
percent, and business
investment and new
construction have surged.

Accumulation of Assets
and Poverty Reduction

* Increased value of real estate properties through land titling
(tradability and accessibility of mortgage finance), investments
in house improvement and extension, and improved access

* Improved ownership of other durable households goods like
fridges, color TVs and modern kitchen stoves, washing
machines and Hifi equipment that are found in more than half
of the households (which is 10 % below average Medell n)

* generally improved public safety and security, though some
problems remain

* but no significant overall improvement in income levels and
reduction of poverty, and many business remain survivalist

* no information is available on this

Strengthening of
Neighboring Areas

Strengthening of the
Overall Urban / Metropolitan Economy

* no information is available on this

Attribution Gap

Direct Benefit (Outcome Level 2)

Living and Housing Conditions, and Income and Employment Opportunities in Moravia have improved.
Moravia Development Objective: Improvement of living conditions by promoting human development in an integrated and sustainable manner
through environmental, socio-cultural and economic interventions

Improved environmental and sanitary conditions,
and accessibility of the neighborhood
* Except for the main quebrada, previous open drains have been

covered, and further improvements of water and sewage networks
are ongoing

* The neighborhood is better connected to main roads, and cycle
lanes connect the neighborhood to the center

* Riversides have been beautified, and a guided path for the blind
established

* The former land-fill site is being developed into a public park

* New housing blocks have been connected to gas networks

* Housing conditions have generally significantly improved

* New cultural center is a major attraction point

< hahi

Protection of the housing rights of
and improved social inclusion and cohesion
improved security of tenure and the right to stay for the
majority of residents

largely peaceful resettlement process without major conflicts
and violence, but with difficulties of relocated households to
adjust to the new environment at the urban fringe

Improved image of the neighborhood

Land titling and resettlement process with a view to further
transforming the neighborhood into a formal part of the urban
fabric is ongoing

Strengthening of the local economy and better
employment and income opportunities

and of
s

Break-up of traditionally defined business patterns.
the distinction between formal and informal busines
Diversification of skills and knowledge, and opening up of
the formerly closed neighborhood economy

More secure business environment through the
neutralization of former paramilitary forces

Moravia has become attractive as a business location that
businessmen from other parts of Medellin (or even other
parts of the province) are opening up businesses such as
modern bakeries; though rumors are spread that part of this
was money laundering from illegitimate sources,

Use of Outputs (Outcome Level 1):

Moravia on the way to consolidation and social integration

Consolidation of physical development conditions

* Residents have gradually transferred there wooden shacks into
solid buildings of 2-5 stories

* Fees for services have been formalized, pre-paid electricity meter
installed, and water meters on the main roads

* An increasing number of owners with legal documents / title deeds
pay their property tax

* The new cultural center offers access to the internet, low-cost
access to cultural events and special classes for children, and his
intensively being used by residents, namely women and youth

Adjustment to resettlement and

formalization of the neighborhood
development of a new rental market in new housing units in
the neighborhood and in resettlement areas
difficulties to adjust to a change of lifestyle in multi-story
apartment units
use of new apartments in Moravia and in resettlement areas
for economic activities (mainly food production and retail
services)
Slow issuing of title deeds and process not sufficiently
transparent
Community structures continue to be heavily influenced by
official leaders, who are often formerly paramilitaries

Skills acquired and support received used for

business expansion and accessing employment
* some residents, most of them women, both in the
neighborhood and in resettlement areas, have developed
new or expanded existing businesses activities
only around 40 business plans of micro-enterprises were
followed-up, and only 20% of enterprises assisted found
access to financing
most cooperatives are still in an incipient stage, and few are
really functional and economically viable
* successful job placement for about 30 persons

Improved physical infrastructure
and services
* New Cultural Center and new Health Center operational in 2008
* Improved /refurbished public spaces

L new apartments built in housing blocks in fringe areas of the
neighborhood

* beautified riverside areas
e lanes and pavements

* ... new apartments built and existing apartments purchased in
extension areas at the urban fringe and handed over

* rehabilitated water and sewage networks

Strengthened community structures
and support of resettlement
Procedures and institutional structures for community

participation and mobilization established (acuerdos
barriales)

about 2,500 families were voluntarily resettled to new housing
units inside and outside the neighborhood (until 2008)
around 800 people, in the majority women, to be resettled
trained in general economic survival skills (plan de vida)
about 500 household with legalized tenure (title deeds) until
2007 (first phase?)

campaigns/training on sexual & reproductive health initiated,
but discontinued due to lack of know-how of project staff

Training and assistance for business start-ups,
micro-enterprises and cooperatives

around 540 people, mainly from business start-ups trained in
basic entrepreneurial skills, and more detailed specialized
vocational training (mainly food processing and computer
skills) for around 50 persons (80% of them women)
over 200 individual micro-enterprises supported in the
preparation of business plans and marketing initiatives
(advertisement), and 350 individuals trained
6 cooperatives with around 200 members were set-up and
initially assisted
job placement services provided for about 160 persons

Physical Upgrading
¢ Improvement and rehabilitation of public spaces
* Construction of a new Cultural Center and a new Health Center
* Construction of new housing units and purchase of existing
apartments for resettling 2,500 families from risk-prone sites
Financed from other budget lines outside the project budget:
* Beautification of riverside areas, and construction of cycle lanes
and pavements
* Reconstruction and rehabilitation of water and sewage networks

* Development of social housing schemes in extension areas at the
urban fringe

Inputs / Components

Social Development

Promotion of community participation and socio-cultural
development

Promotion of legalization of tenure for about 5,000
households in consolidated parts of the neighborhood
Preparation and follow-up of resettlement, including
facilitation of housing subsidies for several thousand families,
community development and conflict mitigation, and
training for house owners associations in the new social
housing schemes inside and outside of Moravia

Campaigns and training on sexual and reproductive health

Income and Employment Generation
Vocational training
Assistance and training for the creation and strengthening of
productive units / enterprises
Assistance and training for the creation and consolidation of
local economic associations
piloting of a job placement service with a local NGO with
good connections to private enterprises in the city
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Tabular Overview of Results and Indicators

3.
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4. Generic Sample Logical Framework (without Activity Level)

Objective

Indicators (only for Employment Generation and LED)

Goal

Improved social inclusion and integration of
informal settlements into the overall urban
economy

—_

. Improved accumulation of material and financial assets of
households

2. Improved educational levels and health of family members

3. Reduced vulnerability to external shocks

4. Improved revenue from municipal fees for infrastructure services
and other forms of taxations

5. Increase in the no. of clients/customers from outside the
neighborhood

Purpose

Improvement of housing, living and economic
conditions of residents of neighborhood .....

in .... (city)

=

. No. and volume of contracts for small-scale contractors (after project
completion) & level of revenue and income of small scale contractors
(result 6)

2. Increase and improved reliability/ regularity of household incomes

(result 6, 7,8.9)
3. Improved access of residents to formal and informal jobs and
livelihood opportunities outside the neighborhood (result 7,8.)

4. Increase of investment of formal businesses in the neighborhood
(result 10)

5. Improved turnover and revenue of formal and informal businesses in
the neighborhood (results 11,12)

6. Increase of employment in formal and informal businesses within
the neighborhood (results 6,7,8,10,11,12)

7. Improved equity of local businesses and improved access to formal
financial markets (results 11, 12)

Results

"Traditional” Physical Upgrading

1. Improved basic infrastructure (water,
sanitation)

2. House improvements and extensions

3. Guaranteed right to stay / secure tenure

4. Improved community facilities and services
Social Component

5. Community organizations strengthened and
empowered

Employment and Income Generation

6. Employment of residents in labor-
intensive construction works

7. Provision of vocational training, adult
education and life-skills counseling
Job placement services introduced

9. Productive cooperatives strengthened and
promoted

Local Economic Development & Business

Support

10. Sites for commercial and industrial uses
provided/developed

11. Buildings/space for commercial/small-
scale business provided (market halls,
stalls, etc.)

12. Business Support Services (BSD) provided

13. Micro-Finance Loan for SME and
households provided.

Employment Generation
e No. of workers recruited & trained & no.. of small contractors
trained (6)

¢ No. of residents completing non-formal education courses by
category & achievement of beneficiaries by pre-selected measures
(literacy, numeracy, etc.) (7)

+ Numbers of of applications accepted, and of participants completing
by trade/discipline (7)

* No. of job seeking residents registered by skills & no. of job seekers
counseled or participating in job fairs or similar (8)

¢ No. of cooperatives and enterprises established & no. of participants
in enterprises (9)

Local Economic Development ¢ Business Support

¢ No. of formal enterprises benefiting (10)

¢ No. of informal enterprises occupying land and buildings made
available & no. of people using these sites (10,11)

¢ No. of small businesses taking courses and advice on starting or
improving their enterprise (12)

* Numbers of applicants to start or improve small or micro-
enterprises (7, 12)

¢ No. of savings and loan circles established and no. of beneficiaries
participating in savings and loan circles (13)

¢ No. of businesses and households seeking and obtaining micro-
credits / no. of loans disbursed (13)
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Means of Verification

Assumption

* ex-post evaluation with sample surveys and
focus group discussions (1,2,3,5)

* possibly statistics of social service offices (if
introduced/promoted by project, 2,3)

¢ Municipal fee and tax records (4)

* longer-term maintained economic and political stability

¢ maintained commitment of local government to social inclusion and
promoting local economic development

» opening of the formal finance sector to poor target groups

¢ intermediate and ex-post evaluations with
sample surveys and focus group discussions
(1,2,3,4,5,6,7)

» statistics of job placement service / labor
office or other service providers, if
promoted by project (3,6)

» statistics and follow-up of Business
Support Services, if promoted by project
67

¢ statistics and follow-up of micro-finance
institutions, if promoted by project (7)

« relative stability of local economy without major external shocks

¢ improved and maintained public security and safety & increasingly
positive perception of the neighborhood

» commitment of local government to social inclusion and promoting
local economic development

» avoidance of gentrification (replacement of original beneficiaries by
wealthier population groups)

Employment Generation

¢ project monitoring system / reports &
records of larger scale contractors (labor-
intensive employment)

¢ records and monitoring of service providers
(adult education, vocational training, job
placement)

* reporting and monitoring of service
providers (promotion of cooperatives)

Local Economic Development « Business

Support

¢ project monitoring system / reports &
records of management of premises/sites

¢ statistics and monitoring of Business
Support Services

» statistics and monitoring of micro-finance
providers

Employment Generation

¢ existing demand for labor with basic skills in the local construction
sector / market

» existing demand for labor with basic vocational skills in other
sectors (requiring appropriate analysis)

« sufficient local demand within the neighborhood for goods and
services offered by residents

* employers interested in using job placement services & and in
contracting people from the neighborhood

« sufficient social cohesion and motivation for cooperative
enterprises / no hijacking of initiatives by local bullies

Local Economic Development « Business Support

« external business interested in investing in the neighborhood

« sufficient security for private investment and entrepreneurial
initiative

¢ local SMEs / households interested in more formal micro-finance

loans (overcoming preferences for family savings or informal
lenders)
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5. List of Guiding Questions for Impact Monitoring

Note: The below list of questions is intended to provide some guidance for intermediate and ex-post
evaluations of project results and impacts.

1. Economic Development Conditions

Atci metropolitan level:

1. How has the overall economy of the city / metropolitan area developed since the time of
project planning in terms of economic structure, markets and market integration, employment
and income levels?

2. What were the main driving forces for economic development in the city / metropolitan area
(e.g- macro-economic policies, foreign and/or national investment, local business initiatives,
remittances of migrant workers, etc.)?

3. Which external factors have influenced the urban economy in a positive and/or negative way
(e.g. globalization, financial crises, political conflicts, violence and crime, rural-urban
migration, etc.)? What were the impacts of such external factors?

4. How has income distribution and social inclusion or segregation developed over time, if
relevant in different parts of the city?

5.  How has overall economic development affected the urban poor and urban poor settlements
(e.g- income opportunities, access to labor and employment, security of tenure, resettlement /
relocation)?

6. Have poor settlements in different parts of the city developed in the same direction /
homogenously towards the better / or the worse?

At neighborhood / project level:
Which were typical economic activities and types of business before project interventions?

How has the neighborhood / project area developed in terms of population (no. of inhabitants,
density), in and out migration, social status and image (inclusion), crime and violence?

9. How has the local economy in the project area developed since the time of project planning in
terms of economic structure, markets and market integration, employment and income levels?
Which positive and/or negative changes have occurred?

10. How was the economic situation of the population before the project intervention in terms of
income and employment, share of formal and informal business activities, integration of local
businesses into the overall urban economy?

11. Apart from the project interventions, what were the main driving forces of such changes (e.g.
growing remittances of family members, investment pressure from real estate development,
possible follow-up projects, etc.)?

2. Impacts on Asset Accumulation and Poverty Reduction at Neighborhood Level

Guiding questions with regard to the multiple dimensions of poverty as defined by OECD-DAC
should be used:

Economic Development Aspects

12. How has ownership and access to physical assets developed over time: housing and housing
land (security of tenure), land or buildings for productive use, productive equipment,
furniture / appliances? Are there any significant differences between different population
groups?

13. How has the general financial situation of households and families developed over time with
regard to income, savings, investments, access to credit and mortgage financing, insurance?
Are there any significant differences between different population groups (e.g. ethnic groups,
women-headed households, day laborers, etc.)?

Human Development Aspects

14. How has access to basic services like education, health care, water and sanitation developed
over time? Are there any significant changes in educational levels or health and nutritional
conditions of the population? Are there any significant differences between different
population groups?
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Socio-Cultural, Political and Protective Development Aspects

15.

16.

17.

18.

19.

20.
21.

22.

23.

24.

25.

26.

27.

28.

29.

30.
31

32.

33.

34.

How has the social status and situation of residents with regard to recognition of citizen rights,
empowerment, participation, safety and security, gender equality, vulnerability to economic
and external shocks, access to decent employment developed over time? Are there any
significant differences between different population groups?

On which basis are these assessments made? Has there been any systematic evaluation of the
above impacts or are these based on personal opinion and observations?

Which of the above impacts could be directly attributed to project interventions? Which were
these (e.g. land titling, improvement of sanitation and hygienic conditions)?

Which impacts are more indirect effects of project interventions that have occurred only over
time?

Which impacts can neither directly or indirectly be attributed to project interventions? Which
other factors may have been relevant for such impacts?

Impacts on Business Environment, Employment and Income at Neighborhood Level
Have local business activities consolidated and/or expanded over time?

Have local businesses been able to invest in buildings and productive equipment? Which are
typical investments that have been made by local businesses?

Has access to formal and informal credit for local businesses improved over time? Are there
any (follow-up) micro-credit programs that are accessible to local businesses?

How has the situation of informal businesses developed (e.g. with regard to harassment,
coercion and corruption)?

Have (some of local businesses/SMEs formalized their conditions and, if yes, was it worth the
effort?)

Are there any local business associations lobbying for their interests? If yes, are they linked
and/or have contacts to similar associations at city level?

How have general employment (e.g. formal and informal employment) and income developed
over time?

Which major public investments have occurred in the project area after the end of original
project interventions (e.g. major infrastructure works, educational and cultural facilities,
markets or similar)?

Have any major private investments occurred in the project area after the end of original
project interventions (e.g. workshops and productive facilities, services, etc.)? If yes, where did
such investors come from (e.g. from the community, city, country or foreign)?

How has the local demand and market for goods and services developed in the neighborhood?
Have local markets at neighborhood level expanded?

Has the neighborhood / project area been generally strengthened as a business location?

To what extent have business locations at neighborhood level been integrated into the overall
urban economy (access to utilities and services, supply chains of raw materials, and
unfinished goods, integration into value chains, transport and distribution, marketing, etc.)?

On which basis are the above assessments made? Has there been any systematic evaluation of
the above impacts or are these based on personal opinion and observations?

Which of the above impacts can be directly attributed to project interventions? Which were
these, distinguishing between "traditional” urban upgrading interventions (e.g. land titling,
improvement of infrastructure and services, etc.) and interventions specifically aiming at
employment and income generation (like small business loans, coaching, vocational training,
etc.)?

Which impacts are more indirect effects of project interventions that have occurred only over
time?
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35.

36.

37.

38.

39.

40.

41.

42,

Which impacts can neither directly or indirectly be attributed to project interventions? Which
other factors have been relevant for such impacts?

Impacts on Business Environment, Employment and Income at City and Metropolitan
Level

What impulse have construction works and capital investments in the project area given to the
local economy, if any? How sustainable was this?

Which sectors/branches have benefitted most from the project investments (e.g. large
contractors, SMEs, service providers, utilities, etc.)? This will probably only be relevant for
major construction contracts e.g. for new housing, major infrastructure works or large
community facilities.

What significance and relevance have major urban upgrading for the "transformation” and the
overall image of the city as a business location, if any?
Lessons Learned

What are the key lessons learned from the project intervention in terms of economic
consolidation and development? What has worked and what has not worked?

Which aspects or dimensions that are indispensable for making an economic impacts had
possibly been neglected or forgotten?

Which economic actors and stakeholders are important and should be involved in such
interventions?

Which of the lessons learned have been or will be used for follow-up projects or programs?
Which are these projects and programs?
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