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Challenges
» 4 decades of Internal armed conflict fueled by illegal
drug trade

* Recruitment of youth into illegally armed groups

« 3 million people internally displaced
— 1000 a day between 2001 and 2003

e Competition between IDPs, vulnerable populations,
and demobilized ex-combatants for limited
economic opportunities

Opportunities
e Strong, diversified domestic and export economy
e Stable, democratic government
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CHF in Colombia

e Humanitarian
Assistance for IDPs

 Economic Development
for IDPs and Receptor
Communities

e Habitat and Community
Development

« Human Rights

« Conflict Management
and Mitigation

e Youth
 Microfinance




CHF Economic Assistance Program
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Program Goal

* Improve the lives and living conditions of IDPs and
receptor communities

Program Objectives

* Provide IDP and receptor communities with
business and technical skills

 Create jobs

 Enhance the health and well-being of IDPs and
receptor communities through habitat improvements

e Strengthen local capacity to receive and incorporate
IDPs into local communities
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Program Results (July 2002 — August 2006)
Output

o 27,592 people trained in technical, microenterprise management
and vocational skills

 ~US $9,468,000 disbursed for microenterprise and home
improvement loans

o 27 local NGOs strengthened through capacity building
« ~US $26,635,000 leveraged in Colombian counterpart
Impact

e 44,562 jobs created

* 94% of microenterprises still open and creating employment after
6 months

* Microenterprises created on average 2.6 full-time jobs

* 80% of beneficiaries who entered job training were placed in full-
time jobs

 100% repayment rate on loan capital disbursed



CHF Market Development
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Challenges and Lessons from Practice*

1. Timing of Market Development Post-Crisis

2. Funding Timelines And Flows

3. Coordinating Relief and Market Development

4. Market Assessment

5. Grants, Financing and Market Development

6. Direct Client Targeting vs. Market Development

/. The Political Economy of Post-Crisis Market
Development

8. Staffing and Capacity Building

* Market Development in Crisis-Affected Environments, www.seepnetwork.org




Political Economy

Pros and Cons

Longest-standing democracy in Latin America with
a strong market-based economy

nterna
nolitica

? Develo

violence result of illegal drug trade and not
, religious, or ethnic motives

oment assistance tied to US government

Interests

X  Competition for access to development resources
and local economic opportunities
 Between practitioners — international and local

 Between beneficiary groups — IDPs, receptor
communities, and ex-combatants

X Corruption and influence of armed groups and
drug cartels at local level



Political Economy

Lessons Learned and
Recommendations

« Reduce competition
petween beneficiary
groups through inclusive
programs

 Build the capacity of
local NGOs and local
government

e Coordinate program
activities between
practitioners, donors,
and national
government




Grants, Financing, and MD

Challenges

* Market distortions created through development
assistance subsidies

—  Subsidized microcredit loans through traditional NGOs
targeted to IDPs and receptor communities w/o guarantees
« Creating new market channels rather than
strengthening existing market channels

—  Building new training centers rather than training through local
businesses and business associations

—  Direct program implementation rather than working through
local NGOs
« Managing risks and expectations of seed grants and
microenterprise loans
—  Extensive evaluation process for seed grant approval
—  Microcredit loans as follow-up to seed grants

— Manage seed grants and microcredit components apart



Grants, Financing, and MD

Lessons Learned and Recommendations

« Development assistance must be demand driven
—  Vocational training tailored to individual business labor needs
—  Microenterprise development based on local market
opportunities
« Strengthen existing local capacity and market
channels (as opposed to replacing them)

*  Build transition from subsidized to commercial services
Into program activities

—  Work with business associations to improve their capacity to
provide services to beneficiaries

— Invest in larger enterprises with greater potential to employ
target beneficiaries or purchase their products/services

— Access to microcredit for qualified microenterprises



Coordinating Relief and MD

Challenges

 Lack of adequate coordination between donors,
oractitioners, and beneficiary populations

—  Competition for beneficiaries

— Duplication of efforts
« Donors continual focus on one-to-one

development
— Funds channeled directly to beneficiaries
— M&E through impact on a per beneficiary basis

 Market level economic development programs that
fail to channel benefits to the poor




Coordinating Relief and MD

Lessons Learned and Recommendations

 Greater donor flexiblility is required to allow
practitioners to target development assistance to
larger enterprises or invest in improving value
chains/market segments

 Donors and practitioners must have a more
Integrated strategy and improved coordination to
move from:
— Relief assistance to
— Individual income generation / seed grants to

— Market level development (that channels benefits to the
poor)
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