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1 Background

1.1 Framework of the Planning Task

The program Economic Recovery and Microfinance has two components: continuation
of development of the microfinance system and, as agreed between the governments
of Indonesia and Germany, as new and extended part “Local Economic Development”.

The objective of the program is defined as: The economic power of MSME is
increased . The relevant indicator for LED is: At least 60 % of MSME in the three key
sectors of the program increased their turnover by at least 20 % compared to the time
before Tsunami .

The specific objective of component two is: The performance of the MSME sector on
the East Coast of the Province Aceh improved . Indicators: 1. A business association
of at least of one sub-sector of the pilot region represents the interests of MSME and
meats regularly 2. The share of businesses managed by women exceeds the average
share of women in the total target group .

Target group is the poor population of Aceh and, particularly, women in rural areas,
who demand microfinance and business development services.

The economy in Aceh suffered from a thirty years civil war and the destructions caused
by the Tsunami on December 26, 2004. The joint efforts of the government of
Indonesia (GOI) and international donors have resulted in a quick and comprehensive
reconstruction; however, the economy has not yet fully recovered. A key problem is the
insufficient economic dynamic of MSME, mainly caused by a lack of adequate financial
services and limited business skills. Consequences are, among others, a small number
of business start-ups and limited growth of existing enterprises. The economic potential
of the province is far from being explored and high unemployment rates dominate.

GTZ was significantly involved in emergency activities after Tsunami and has started to
provide productive assets to the target group under the principle to recreate the
conditions before Tsunami. But provision of assets will not be sufficient to rehabilitate
the economy. Sustainable financial and business development services will be needed
in order to promote the economy and increase competitiveness.

BMZ/GTZ are one of the first donors in Aceh who undertake the shift from emergency
and recovery to sustainable development orientation. The task of this mission and
report is to provide a coherent approach for local economic development activities
within the program. Underlying principles for the design are:

o Quickest possible impact for the target group

o Possibility of immediate start of activities

o Introduction of concept and transfer to local staff or organizations as soon
as possible
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o Mayor activities to be implemented in the field still in year 2006

o Clear visibility of project activities.

This report describes the proposed approach, the activities therein, preliminary
operational plan and the human resources needed to implement the program.

1.2 Mission Details

The mission took place from April 29 until May 17, 2006. It included field trips to
Tsunami affected areas and to the future project districts, and numerous contacts in
Bandar Aceh. Other experts were involved in the preparation of the overall program
concept and important resource persons to this mission, namely: Nadine Vohrer
(recovery program), Kai Hauerstein (enabling environment), Gunnar Stange (GAM and
post conflict situation), Klaus Linkenheil (team leader) and Senja Paulino-Rodriguez
(program manager).

During the mission comprehensive information was obtained for the concept
preparation. But time was not sufficient to carry out in depth analysis of economy,
enterprises or potential partner organizations. However, the project, already under
implementation since 2005, provided necessary information for all findingd of the
proposed approach.

1.3 Observations during the Mission

Within the identified project districts on the east coast of Aceh Province recovery efforts
have been intensive, mainly in the area of house reconstruction, infrastructure
rehabilitation, and replacement of lost and destroyed assets. However, the situation in
villages and sub-districts differs significantly. In some places the present situation
already comes close to the one before Tsunami. But in many others the basis for
business activities is still very weak.

Numerous donors and NGOs are working in the field. But, in general, the outside
support is less extensive than in Banda Aceh and the west coast, and activities are still
aiming at emergency or recovery objectives.

Business activities are convincingly dynamic along the main road (Banda Aceh –
Lhoksumave). Business people interviewed during the field work show a limited market
awareness as well as very basic business skills. Especially in the villages, people have
a very traditional attitude towards non-agricultural economic activities. They remain
thinking of only a few businesses (trade, carpentry, simple handicraft) and have very
limited access to markets or distribution channels.

Motivation of the people and interest in additional income generating opportunities
seem to be positive. The level of education is basic. The involvement of women in
businesses or local decision making authorities is limited to tradition.

Ongoing rehabilitation programs offer a kind of artificial job opportunities which will
gradually disappear and have to be replaced by sustainable income generation. The
economy is dominated by agriculture (90 %). But rural production and local economy
offer good opportunities for micro businesses and exploration of value added.
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2 BDS-Work-Packages

The approach describes so called work packages which are relevant for the target
group (this chapter) and internal project organization (next chapter). The proposal
includes a kind of corporate design, using similar words in order to create a brand for
the project, which shall be remembered by the target group and shall help to
disseminate information about the project.

2.1 Business Awareness and Information

The target population has little knowledge about business opportunities and
services which might help to develop business activities. People in general have
only limited business ideas and focus their livelihood on agriculture. They only
perceive finance as a prerequisite for business start-up. Moreover, projects so far
only provided simple technical training (almost exclusively and beyond market
capacity: carpentry and sewing) or machinery and equipment.

The project needs to raise awareness about other BDS and contribute to a
change of the attitude of potentially interested persons. This first work package
addresses the need for information and awareness among the target group. It
shall motivate people to think more extensively about business opportunities and
to understand the project services as a means to realize their ideas. The work
package has four parts.

2.1.1 Posters

The proposed posters shall serve as a frame for project information. They
shall be printed in a format A 4 with four colors and attractive visual
design. Within the poster a space of about 50% shall be left blank, where
latest information can be published. The idea is to hang the posters
permanently in public places in the villages and then simply glue the
announcement of upcoming events or relevant project information into it.
Finally the poster shall be known among the village population as the
information point about the project. To start with, the poster should be
designed following the corporate design of the project, and about 200
copies printed (must be rain resistant).

2.1.2 Folders

Folders shall be printed to provide individual information for other projects
and government as well as for the target population. Subsequently two
different folders need to be prepared:

o 500 copies in Bahasa, addressing “officials”, containing
general information about the project and the approach (an
English version might be considered as well)

o 5000 copies in Acehnese, addressing the target group,
containing specific information about the offered services and
expected benefits for them.
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The folders shall also present the corporate design of the project and
must be well visualized, that means less written information, more
pictures.

2.1.3 Busywood

“Busywood” refers to business movies in DVD-format. It is a combination
of the terms “business” and “Holywood”. As stated before the target group
has no or little ideas about promotion services. The movies shell raise
there business awareness, create their interest in project services and
help to multiply information about the project.

Culture in Indonesia is visual, especially among people with an education
level as found within the target group. The movies shall be presented by a
mobile unit with simple PC-projector in the middle of the villages. Quite a
large number of interested persons could watch the movie which shall
primarily create curiosity and initiate a discussion within the village
community. Subsequently the spectators shall be motivated to think about
own business opportunities and a participation in the different services
(mainly courses and microfinance). In order to achieve this objective, the
movies must be funny, entertaining and attracting people to see more / get
more. That means that the character of Busywood must not be academic
or educational.

The event of presenting the movie shall also be used for “questions and
answers” in order to render additional information about the project in
general and its services.

Possible topics of such busywood movies could be: Creativity and idea
generation, best practice examples and success stories, market
understanding, basic financial comprehension. The movies have a limited
learning objective, but the focus clearly lies on awareness raising and
motivation.

The movies have shell have duration of 30 minutes each. 3 – 5 DVD’s are
suggested. They shall be prepared in local language (Acehnese) by a
professional production company. The project would have to ask for
quotations from suitable companies and needs to prepare the
outline/ideas for the different movies.

Busywood needs to be ready at an early stage of the field activities in
order to prepare the floor for training courses.

2.1.4 Busyear

Busyear is a business calendar containing little tasks or riddles, also
known as brainteasers. The objectives are to raise business awareness
and motivation and to deal with small learning objectives. The users can
either try to solve the riddles by themselves or start a little discussion with
neighbors and friends. Doing that they will start to think in business terms
and to become interested in better skills, as offered by the training
courses.
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Of course, the calendar also serves as an ordinary calendar and
advertisement tool (corporate design of the project). It shall cover a
complete year with one sheet per week, so that it stays within the
households for a long duration. Format could be DIN-A-6 with four colors
printing.

The calendar shall be distributed free of charge among spectators of
Busywood, participants of training courses, microfinance clients, or the
inhabitants of villages where the project starts with the activities. For this,
an edition of 2000 copies is suggested.

The project needs to get quotations from printing companies and has to
prepare photos and the necessary ideas for 52 weeks.

2.2 Business Training

The work package Business Training addresses the need of the target group for
improved business skills and innovative business creation at grass root level. The
applied training approach is based on CEFE, a participative, action oriented
training method developed by GTZ. CEFE is ready to be used in the framework
of this project, but the ideas presented below require adaptation, especially with
regard to the absorption capacity of the future participants. Three different types
of courses are proposed for the time being. They may be completed by additional
ideas as fieldwork experience shows the need to do so.

Caused by a multitude of technical courses offered by many projects in Aceh
people are used to get paid for attending training. It is not recommended to
provide any cash in order to bring people to the proposed business training. The
project has to take care that the trainings offered are attractive enough to
convince people to participate. In general, all courses shall be done within the
villages (in the meeting houses). Consequently the trainers have to go to the
participants and no travel costs occur. Only in the case where participants have
to travel, these travel costs may be reimbursed.

A basic equipment for the training courses is required for five training teams,
each consisting of:

o Two soft boards and one flipchart

o A set of ten scissors, six staplers, six pocket calculators

o One solid large alumina or steel box, containing 2000 metaplan
cards, 200 pins, 40 markers pens, masking tape, 100 pages flipchart
paper (and the handout material)

o Special training material like noodles, balloons, sweets or others
depending on the selected exercises.

The material has to be constantly refilled.
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2.2.1 Busydays

Busydays are very short, one day training events, consequently with
limited learning objectives: Improve planning capacity, increase
achievement motivation, develop entrepreneurial spirit, help participants to
improve their income generating activities.

Busydays address the majority of the village community who earns its
livelihood within the primary sector. Initially four courses are proposed:

o Busyfish: for fishers, fish farmers and fish processing

o Busyfarm: for farmers and people in husbandry

o Busycoop: for people working in groups or cooperatives or for
people who want to start doing so

o Busybasic: for people who are interested in getting more
familiar with entrepreneurship.

The courses are easy to apply for young trainers and easy to attend for
participants (only one day duration). 20 – 30 people can attend one
course. They serve very well for attracting people who never attended
such training before. In general participants themselves inform the
community about their experiences and help to create a larger demand in
training.

But even being of short duration the busydays transfer knowledge and
skills, and contribute to a stepwise change of attitudes.

The curricula of busyfish, busyfarm and busycoop have been developed
by Passion for Perfection Ltd., Philippines. The course program has to be
slightly adapted to the environment in Aceh province. The company has
submitted a draft offer for the services (see annex 3).

2.2.2 Busystart

Busystart is a five days training course (40 hours) aiming at business
start-up for micro enterprises and informal sector activities. A general five
days CEFE course is available. But the idea is to link the training closely
to the requirements of microfinance.

Learning objectives are: Idea generation and selection, market knowledge
and market skills, basic financial knowledge, basic management skills,
improved entrepreneurship competence.

At the end of the training, participants shall be able to formulate a very
simple micro business, compatible with the requirements of microfinance.
Therefore this training has to be closely linked with the microfinance
component of the project. Potential participants may be attracted to
busystart because they are interested to get a credit. Credit applicants
should also be referred to busystart in order to improve their credit
application and their business competence. However, a guarantee for
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participants to receive a credit shall never be given, nor shall such an
expectation be created. In other words, training and finance components
have to be clearly separated in the public perception.

The CEFE curriculum needs to integrate main aspects of microfinance, in
particular the “family cash-flow”. Curriculum preparation has to be finished
before the training of trainers.

2.2.3 Busytrain

Busytrain is a standard CEFE, full start-up training course of three weeks
duration. It is suitable for participants:

o who already run a small enterprise and want to grow or to
professionalize their business skills

o intend to start a small enterprise with larger investment
(exceeding the range covered by microfinance).

With its duration it has more complex learning objectives: Full
entrepreneurship competence, complete business planning, wide
business administration skills, more detailed financial management
knowledge.

Due to duration and complexity of busytrain it is expected that a smaller
number of people will be interested to attend. These courses shall only be
offered after large number of busydays and busystarts have been realized.

Since the course is a standard CEFE tool (although not known under
“busytrain”) no curriculum development and adaptation is needed.

2.2.4 Training of Trainers (ToT)

Capacity building is needed at a very early stage of implementation since
training has to be delivered in Acehnese and by local people. The training
of trainers is a process in four steps:

a. A seminar of two weeks to qualify participants in the application of
busystart.

b. A seminar of one week on busydays.

c. Intensive coaching where the trainer accompanies the trainer
candidates during their first courses in the field (each candidate
coached during two courses at least).

d. An advanced seminar of two weeks for trainer candidates with field
experience on busytrain.

The objectives of the ToT-process are: to quality local trainers, to deliver
standardized courses, to practically introduce the selected training tools,
to familiarize participants with action oriented training methods.
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The ToT itself can host up to 25 participants of whom about 75 % usually
will be certified. Candidates for the process can be recruited from the
existing “Mapping Team” and office staff in Lhoksumawe. The profile for
the candidates focuses on:

1. Willingness to intensively work in the field

2. Good communication attitudes, especially with the target group

3. Personal interest in a qualification as trainer

4. Energetic & creative character

5. Basic business knowledge

It is important to stress that usual credentials like advanced academic
degrees or previous training experiences are not important. The ToT shall
be realized in the project region, but not necessarily in a village. However,
the coaching must be done in the field. Travel costs may occur and should
be covered by the project. The project may also consider a minimum
financial support for the participants to sustain their livelihood during the
ToT seminars.

Local trainers can be permanently employed by the project; advantage:
Available human resources. But it might also be considered to pay local
trainers on a per-training-day-basis; advantage: High commitment to
deliver a large number o courses in the field.

Since CEFE is not new in Indonesia trainer material should be available in
Bahasa, at least partially (the proposed international trainer will have a
copy). However, the preparation of the following material has to be
organized:

o Adapted and additional exercises

o The busystart curriculum

o Background material about adult learning

o Handout material for participants in Acehnese

2.3 Business Field Service

This work package refers to advisory services at village level; that means very
basic and hands-on consultancy suitable for micro enterprises, informal sector
and simple people who want to start business initiatives. Three different kinds of
field services shall be offered:

2.3.1 Busyfriends

Busyfriends is a one-to-one field advisory service with the objectives to:
Follow-up training courses, push and motivate people on their way into
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business, assist them in micro credit application or business plan
preparation, help them to improve business performance.

Busyfriends shall not be mistaken with real consultants. They shall apply a
limited range of basic diagnostic and operational tools like SWOT,
analytical circle, basic profit and loss statement, basic cash-flow. The
standardized tools will enable the project to quality the field advisors in a
comparatively short duration and give them clear work instructions.

Such a tool box has been developed by the Small Enterprise Centre
(SEC), Palestine. SEC is willing to second a manager for the know-how
transfer.

Since one-to-one consulting is extensive in time and manpower, the
provision of such services must be limited to about three hours per
person/business on average.

2.3.2 Busyxperts

The idea behind busyxperts is quite simple: The best consultant is a
businessman from the neighborhood. Busyxperts are local technical
advisors coming from the villages and going to other villages in the project
region. The objective of their work is: to improve production and
productivity, to solve practical problems on the spot, to spread local best
practice.

For the time being the idea refers to the sub-sectors sea fishing, fish and
shrimps production, fish and shrimps processing. If successfully started,
more sectors in compliance with the sector approach of the project can be
added.

The success of busyxperts vastly depends on the identification of suitable
local practitioners, their motivation and mobilization, and a little bit of
training. It shall be stressed that busyxperts are not scientific specialists
with academic background, but practical people who are known and
recognized as very good in their profession. The project might consider to
temporarily complement the busyxperts by university experts with specific
knowledge (e.g. fish diseases).

Busyxperts can also be used for the dissemination of innovative
technology, as proposed by the Bupati of Aceh Utara, for instance fish
radar or GPS. This, of course, would require preceding technical training
for the busyxperts.

2.3.3 Busygroup

Busygroup is the group consulting method. In this approach, a group of 5
to 10 people with similar problems or ideas are assembled. Under the
guidance of a busyfriend they mutually look for solutions or the
development of their plans. The busyfriend serves as moderator and,
partially, trainer of the process.
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The objectives of busygroup are to follow-up the training, to push and
motivate participants to realize their ideas or overcome problems, to assist
in credit application or business planning, and to enforce cooperation
among participants.

The advantage of group consulting is that up to 10 people can benefit
simultaneously from the consulting process and that all solutions or
conclusions created during the process are widely accepted and later on
implemented by the participants.

The method requires a quite special, combined knowledge of training and
consulting. This can be forwarded by the international expert proposed for
the ToT and ToC.

2.3.4 Training of Consultants (ToC)

Even though the advisory service is very basic, the busfyriends require a
qualification in order to provide the service in the field. The process
contains three steps:

a. A seminar of 5 days duration,

b. Coaching during first practical field services

c. Introduction into group consulting (4 days)

The training shall not go into general aspects of consulting services, but
be very practical. Its objectives are the qualification of the local staff and
the practical introduction of the tool box.

Around 15 participants, selected from the group of trainers, should be
invited for the ToC. The profile of the candidates is similar to one of the
trainers.

2.4 Business Information Service

This work package addresses two principal users: Local business people and
other projects/government/development organizations.

The following types of information shall be collected and made available:

o Village profiles: Wherever the project starts providing services a
profile of the village concerning business activities shall be prepared,
containing: Number and types of businesses before Tsunami, number
of business affected by Tsunami, number and types of businesses at
present (including basic information about investment and turnover)

o Sub-district profiles: Information from village profiles plus generally
available data at sub-district level shall be assembled to give
information about: Percentage of people working in small businesses,
types of businesses in the sub-district
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o Business inventory/data bank: A data bank about all businesses
recorded by the project and clustered according to different types of
activities

o BDS provider data bank: A list of all providers, which the project gets
to know in the course of project implementation, giving information
about types of services, capacity, conditions of delivery

o Web page: The web page of the project shall include the above
mentioned information and make it available to all interested parties.

The information service focuses on other projects, government and non-
government organizations with the objectives to: Improve the information
basis for decision makers, supply data for the monitoring system of the
project, and increase the project visibility. This supports the project’s
intention that the BDS approach shall be copied or used by other projects
later on.

To a minor degree the information service may also match client demand
with business offers, but given the small size of the businesses covered by
the project, benefits from this end will be rather limited.

2.5 Business Sector Promotion

The promotion of selected sectors will contribute to the economic recovery and
development of the project region. The capacity of the project, however, is limited
and requires concentration rather than “a little bit everywhere”. This also was
requested by the director of BRR who asked for: Focus, comprehensive
approach, and complete intervention.

Within a project workshop the most promising sectors have been identified using
a structured analytical tool (see annex 3). After intensive discussion the following
sectors have been selected:

o Fish, including sea fishery, fish processing, milk fish and shrimps
production

o Cacao

o Coconut

o The objectives of the sector promotion are: Improvement of quality,
introduction of innovation (technology and management),
diversification of markets, exploration of value added, export
promotion, and strengthening of sector associations.

Interventions in the sectors will be of course different and adapted to the
situation. The project should not enter the area of primary production, and it
would not have the capacity to do so. It should rather concentrate on the
development and improvement of all aspects after the primary production. The
following tools can be used in the sector approach:
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o Sector assessment: Using secondary data, where available, or
collecting primary data

o Participative action planning: CAP could be uses here in a adapted
version

o Analysis: Applying SWOT and value chain

o Innovative product identification: As a result of previous analysis or
contribution by external experts

o Standardization and certification: In particular as a prerequisite for the
exploration of new markets

o Export promotion: By linking the region with potential new markets
and clients

o Fair participation: As a special tool in export promotion

o Technical training: Mainly by using expertise of leading Indonesian
institutes

o Business training: For interested companies in cooperation with
business training (busytrain)

o Strengthening of self-organization: As a prerequisite for export of
innovative certified products

It seems that almost the entire production of the sectors is exported without
further processing and exploration of value added. The sector assessment shall
reveal the reasons for the situation. It is assumed that main obstacles are:
Insufficient self-organization in the sectors, lack of knowledge about potential
markets and market requirements, lack of technology and knowledge about it
with regard to new markets.

The project will have to recruit suitable expertise from inside and outside
Indonesia and make it available for project interventions. In the same time one
staff member should be assigned as responsible coordinator for each sector with
the task to plan the activities, to assign and to coordinate external expertise, and
to safeguard follow-up of implementation and recommendations by sector
organizations and companies.

The target of the sector promotion should be to significantly increase the value of
exports (rather than the volume).

Preliminary ideas have been discussed as for instance:

o Certification of organic cacao production and export promotion

o Processing of cacao into powder or butter and export promotion

o Manufacturing of handicraft products from coconut shells
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2.6 Business Association Support

General business associations are remarkably week in the project region. The
Chamber of Commerce and Industry (Kadin) in Lhoksumawe has almost no
capacity or knowledge to pursue the usual functions of a Chamber. At present it
only administers a list of around 300 members (by far not the number of
registered companies). The Business Women Association (IWAPI) reports to
have several thousand members, but none of them pay an annual fee. So far
they seem to be limited to a few technical training courses (sewing and the sales
promotion of handcraft).

Business associations – apart from sector associations – form an important part
of the enabling environment. They are needed for the dialogue between
government and entrepreneurship, and for policy formulation. Usually they also
serve as a multiplier for capacity building, innovation or market development.
Strengthening such organizations is important for local economic development.

It is suggested to provide the following assistance through the project:

a. The Chamber

The objectives of the cooperation are to develop an important business self-
organization, to gain sustainability for the Chamber, to stimulate the dialog
between government and SMEs, to indirectly support other business
associations. The following interventions are suggested:

o Dispatch of a CIM advisor; objective: Introduction of a basic but
professional Chamber organization management and services

o Enabling a sustainable infrastructure: The Chamber has a well
developed plan for the construction of an own building providing
office space to the Chamber itself and other business organizations.
The Chamber owns a suitable plot of land, has the building plan and
permission, and the government promised to cover 60 % of
construction costs. The project could rent office space until
December 2008 and enable the construction with a downpayment of
the office rent. Before signing any agreement it is strongly
recommended to check the project documents, the commitment of
the government and the time needed for construction.

b. The Business Women Association

IWAPI proposed a project for the introduction of handicraft products made
from coconut shells. The objectives of cooperation are: The promotion of
female entrepreneurship and self-employment, the diversification of coconut
utilization, and the support of the self-help organization.

The project so far envisages the contracting of a designer from Central Java
for the development of adequate products and the subsequent technical
training of business women. IWAPI pretends to organize the marketing of the
new products.
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The GTZ-project could finance the IWAPI-project but should closely support
IWAPI in developing a more consistent plan, in particular with regard to
marketing.

After a more detailed analysis of IWAPI’s present situation it might also be
considered to second a DED expert as advisor with the objective to
professionalize the organization and to find ways for sustainability.

3 Project Organization Aspects

BDS is just one component of the entire program but quite complex in itself. It includes
a range of different work packages from awareness raising to training, advisory
services, sector promotion and institutional strengthening. The implementation of the
component requires some considerations about its organization.

3.1 Location

In an internal workshop the 6 districts along the east coast have been analyzed
under different relevant criteria (see annex 2). Most important were the aspects
of: History of GTZ intervention, absence of other donors, progress of house
rehabilitation, and synergy with other GTZ projects. It was also intended to
concentrate project activities in one district rather than to spread interventions all
over the east coast. As a result the district Aceh Utara with the sub-districts
Seunuddon and Tanah Pasir have been selected. BDS activities shall be
concentrated in these two sub-districts, later in the entire district.

Aceh Utara comprises a total of 812 villages of which 23 had been affected by
Tsunami. The total population is 469.396 with 3255 small businesses in industry
and 6675 in trade. The entrepreneurship ratio (proportion of businesses to
economically active population) is around 5 % and lies below average of
Indonesia (15 %) and clearly below potential.

Aceh Utara surrounds the sub-district Kota Lhok with the main economic centre
Lhoksumawe, where the project office shall be located. The GTZ project already
runs an office in the city but the facilities need significant extension in order to
absorb the comprehensive new activities and additional staff. For this purpose
much larger office space has to be organized and equipped (see also chapter 2.6
– cooperation with the Chamber).

For the envisaged sector promotion, the project shall open its geographic focus
and also attend other districts where the selected sectors have a major economic
importance, in particular the district of Pidie.

It is suggested to start business development services and sector promotion
close to the coast line but then extend interventions into the country. However,
the focus shall remain on the selected districts.

In the context of the completion of grants to Tsumani affected people BDS may
also be offered in villages outside the selected districts (offering training and
advice to people who receive productive assets in order to rehabilitate and restart
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their former businesses). But this shall be rather an exception for larger
investments or group projects.

3.2 Impact Monitoring

Impact monitoring forms an integral part of German cooperation projects. The
objectives are: to learn from failures and success, to provide information for
ongoing project management and reporting, to show the relevance of the
interventions, and to facilitate multiplication by other donors. Therefore impact
monitoring shall go beyond the observation of the indicators defined in the overall
project document.

Important parts of impact monitoring shall be:

o Start-up questionnaire and survey: Whenever the project starts with
services in a village a standardized survey shall be carried out to
assess the situation before Tsunami and at present.

o Preparation of a village business profile: After the first data collection
(see also chapter 2.4)

o A service participants data bank: In order to register all persons who
benefited from project activities; to be done directly after services
have been provided

o A training evaluation file: In order to monitor the acceptance and
significance of training courses for the target group; to be done at the
end of each training

o One year follow-up monitoring: In order to see the changes in
economic performance within the villages and among participants of
project BDS; to be done 12 months after the first BDS package in a
village

o Start-up survey and one year follow-up survey in at least one village
outside Aceh province: In order to have comparative data from a
control group, enabling the analysis of incremental benefits produced
by project activities. It is important to choose villages with fairly
comparative environment but without interventions from GTZ or other
donors.

The impact monitoring shall also make use of data provided by the mapping
team, the basic survey carried out for the grants program, and CAP activities
from SLGSR.

The program management must decide to which degree the microfinance and
grand components of the program shall be included in the proposed monitoring
system. In that case impact monitoring would not only deal with BDS but with the
entire program.
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It is expected that the monitoring system provides relevant information for future
adaptation of project activities and work packages, as well as for the initiation of
cooperation with other donors and with Indonesian government.

3.3 Cooperation and Project Integration

The program includes different components which can reinforce each other or
hamper. Close cooperation between them is required in project design and during
implementation:

o Microfinance:

BDS will use the availability of microfinance for marketing its own
services. The target group clearly demands credit and not training or
advisory services. By envisaging possible finance, people might also
become interested to use BDS. On the other hand, microfinance has
identified the need of credit applicants to improve their business skills
and credit applications. BDS within the project will be specifically
adapted in order to satisfy this request. Consequently the
microfinance component could forward their (potential) clients to the
BDS component.

But certain rules should be carefully respected within this
cooperation:

1. BDS clients should not be given a kind of credit guarantee for
the simple participation in courses. Even an expectation of this
kind (“participate and get money”) should be avoided.

2. The credit decision must be completely autonomous and
independent from any kind of involvement of credit applicants in
BDS. This must be made crystal clear to the target population,
when informing them about the project.

3. The transfer of credit applicants to BDS is of course welcomed.
But utilization of BDS shall not be forced or become an
obligation for any person who wants to apply for microfinance
(“without training no credit”).

4. Consequently project staff shall not be mixed, in other words,
one person shall not become responsible for both, BDS and
microfinance decisions. Although closely cooperating internally,
the two components must be clearly separated in public
perception.

o Grants program

Business training and field services shall be available for all grant
beneficiaries as long as the grant is related to business activities.
However, the BDS component shall maintain its focus on the selected
districts. Consequently the provision of BDS outside these districts
shall be rather an exception and only offered in cases where
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significant impact can be expected. The decision should be made
case by case in close cooperation with both components.

Training and advisory services are recommended in the cases of
larger donation or group projects who will receive donations,

Similar rules as defined for microfinance shall apply: No guaranteed
donation for BDS utilization and no forced BDS participation for
grants’ recipients.

o Enabling environment

When preparing this report the enabling environment component was
not yet clearly structured. If the program prepares a business
environment strategy for Aceh Utara, using the “Triple A” approach of
Swiss Contact, BDS information can be forwarded as the BDS itself
can benefit from the findings of the analysis. Moreover it is
recommended to include the Chamber as a partner for the
implementation of “Triple A” which could help to facilitate the dialog
between government and businesses in the district.

The suggested strengthening of the Chamber (see 2.6) is understood
as a means to improve the enabling environment. Cooperation with
the Chamber would be an interface between both components.

The initially discussed idea to support the Government of Aceh
province in the preparation of a general economic masterplan lies
beyond the scope of the BDS component. However, BDS field
experiences could be used for defining an economic policy for the
entire province.

Furthermore the component shall closely cooperation with two other bilateral
projects:

o SLBRC/CAP

CAP as participatory approach for community development is not
needed for BDS. People going into business usually do it because of
individual decisions and not as a result of group decisions made at
village or sub-district level. Consequently CAP is not understood as a
tool that enables or encourages people to become entrepreneurs.
However, the inclusion of a village in BDS activities could be an
outcome of CAP. Similar considerations apply for PACA.

o VET

The vocational and educational project qualifies about 1000 persons
per year. It also closely cooperates with GAM that promotes various
initiatives for economic development. 80 % of VET students
participate in short courses which do not include entrepreneurship
development.



20

VET is interested in using BDS of the project for the provision of one
day or five days training courses for their students. Since only a
minority of them will be interested in becoming self-employed, an
estimated total of 200 students could be offered BDS under this GTZ
program. It must be mentioned that VET pays an allowance of about
100.000 Rupiahs per day to the students, which conflicts with the
project rule not to pay for course participation (travel expenses
excluded).

The project should discuss in more details an effective cooperation,
but training courses should not start before the project has completed
the start-up phase and gained a certain implementation routine.

3.4 Gender aspects

Women are clearly underrepresented (if not ignored) in decision making at
village, sub-district or district level. Influential positions are exclusively taken by
men. No data was found with regard to the share of women in business activities.
It seems that women are still limited to few traditional sectors when going into
business. It was confirmed also by women that female participation in training
can be realized without major problems. It was said that they would actively
express their opinions and get involved in work groups as well as plenary
discussions.

The project must carefully observe if mixed training is suitable for the learning
objective within a fundamentalist Islamic society. Only one quarter of the group of
trainer candidates are women. They should be especially encouraged to enter
the BDS component in order to assure a minimum number of trainers and
busyfriends who could develop specially targeted activities for women, if needed.
It seems that in particular in the case of one-to-one consulting (busyfriends) the
advisor for a business woman must be a woman itself,

Special courses only for women can be offered without major complication but
should be avoided as long as field experience does not prove the need to do so.
Since the project has a clear indicator with regard to gender it must be taken care
that a significant number of beneficiaries of all BDS are women (above 50 %). If
this cannot be achieved “naturally”, special courses must be offered.

The project further suggests cooperation with EWAPI, the business women
association (see 2.6). If the first proposed small initiative turns out to be efficient,
more specific interventions should be planned together with EWAPI. Once again
the allocation of a DED expert might be considered also under the aspect of
strengthening female participation in entrepreneurship.

3.5 Cooperation partners

The political partner of the project shall be BAPEDA at the provincial level. But
the component does not require a cooperation partner for executing activities.
Budget lines and quick impact expectations do not allow to first entering into
institutional strengthening and then starting with field implementation. No
potentially available institution has the capacity or velocity to play the role of an
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effective operational partner. Nevertheless, well established links to Indonesian
authorities will help to successfully realize the project.

At district level, the Bupati was highly interested in the project activities and
should be frequently informed about the implementation. He explicitly requested
to be involved whenever the project starts with execution of activities in the
villages.

PER Industrian as the responsible ministry should also be kept informed and is
mainly interested in sector promotion activities, not so much in the proposed
BDS.

The Chamber could become a partner, but is far too weak to carry or even to
manage one of the work packages. It is rather seen as a means to develop the
institutional framework for enabling economic development.

Pinbis, supported by Swiss Contact, was regarded as an option for cooperation
but the field visit found out that Pinbis has nothing to offer to the project.
Cooperation is not recommended.

4 Project Corporate Design and Brand, Visibility

In order to introduce innovative services into the project region marketing efforts are
required. This also involves the development of a corporate design and the introduction
of a brand. Visibility of project activities is not only nice for the reputation of German
cooperation abroad but much more needed for the successful dissemination of the
services and the attraction of people to use them.

The official project title “Economic Recovery and Microfinance Project – NAD” (“ERMP-
NAD”???) as well as the presently applied title “Microfinance and Local Economic
Development Project” (“MLEDP-NAD”???) will certainly not appeal the target
population nor does it provide memory value.

The design of the BDS component proposed repeatedly uses terms like busyday,
busyear, busywood etc. This shall help people to memorize project services and to
spread the news within the community. At the end it shall create a certain level of
corporate identity.

In this context it is proposed to introduce a catchier slogan and project title, which might
be used for the entire program. The idea shown below shall serve as an example how
much more businesslike outfit could look like.

DJ   IT
Business
Finance +
Competence!


