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OVERVIEW 

 
This Progress Report provides an overview of the ILO programme for the period January – 
August 2006. In the transition from crisis response and recovery to longer-term rehabilitation 
and development, the ILO’s tsunami response programme and its implementation have 
undergone constant adjustments. This report is also designed to serve as the basis for further 
consultation with stakeholders regarding the specific directions that need to be taken by the 
ILO so as to ensure that its contribution to the reconstruction of Aceh and Nias will be of 
maximum efficacy. 
 
 
The report consists of two sections. First, the “Changing nature of the response” section sets 
out the operational context of the ILO’s activities and the overall employment challenges in 
Aceh and Nias. Meanwhile, the second section recounts the achievements made by the ILO 
Aceh Programme to date. 
 
 
At the start of 2006, Aceh witnessed a major jobs boom in the construction sector.  As a 
consequence, service delivery began to gradually improve.  However, the institutional capacity 
of local government and the private sector, already weak in the pre-tsunami period and further 
diminished by the tsunami, has proven inadequate to address the livelihoods needs of Acehnese 
men and women. In response, the ILO is pursuing an implementation strategy that allows for 
the phasing out of direct implementation and the phasing in of institutional capacity-building 
and joint programming with BRR and the local government. 
 
 
As regards Nias, its remote location and the ensuing logistical difficulties prevented the 
recovery and reconstruction efforts from properly commencing until the first quarter of 2006.  
The island’s level of development is far below that of Aceh. The ILO started developing its 
programme capacity in early 2006. Substantive funding from the Local Resource-based Road 
Works and the UN Joint Programming initiatives in Teluk Dalam was secured in June 2006.  
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1 PROGRAMME DESCRIPTION 

From the early emergency response stage, the ILO’s Tsunami Response programme has grown 
into a fully fledged integrated development programme centred around the relevant parts of 
the ILO’s core mandate. The focus is on “Getting people back to work, empowering the 
socially disadvantaged, and recovering the Acehnese and Nias economies”. The programme is 
built on the principles of local ownership, sustainable and equitable socioeconomic development, 
and institutional capacity-building, with the starting point being the needs of the people and 
their communities. The ILO Programme aims to leave behind sustainable institutions and 
enhanced capacities among partners. 
 
In partnership with the ILO’s constituents (Ministry of Manpower and Transmigration and 
provincial and district manpower offices, trade unions and employers organizations), as well as a 
range of other partners, the ILO Programme is grounded on an analysis of the labour market 
and of community and individual employment needs. The programme’s different components 
dovetail with one another, both at the planning and delivery stages, to create an enabling 
environment for economically reintegrating people and at the same time enhancing the 
manpower absorption capacity of local economies. 
 
The programme components are: 1) employment services, 2) vocational and skills training, 3) 
enterprise development and microfinance, 4) local resource-based rural road rehabilitation, 5) 
child labour prevention, and 6) local economic development. Gender equality and the 
participation of the ILO’s social partners are the primary cross-cutting issues. 
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Throughout the programme, there have been provincial-level initiatives as well as local 
activities, concentrated primarily on Banda Aceh, Aceh Besar and Nias. The various ILO 
programme components endeavour to work together to the greatest extent possible to enhance 
impact and the internal cohesion of the programme. So far in 2006, the ILO has succeeded in 
improving its operational capacity in Nias.  In total, the ILO is working in an additional 7 
districts, namely Bireun, Calang, Lhokseumawe, Meulaboh, Pidie, Teluk Dalam (Nias), and Sabang.  
Aceh Besar and Teluk Dalam are the sites selected for United Nations Joint Programming 
initiatives as well as the geographical areas for the ILO’s integrated programme on Local 
Economic Recovery and Development. 
 
The ILO’s main institutional partners in Aceh and Nias are the BRR, provincial government, as 
represented by the provincial and district manpower offices, workers’ organizations (e.g., KSPI 
and KSBI), and employers’ organization (APINDO) in Aceh and Nias. A strategic partnership has 
also been forged with the Kecamatan Development Programme, a government programme on 
community development with national coverage. Collaboration exists with a range of government 
agencies  and NGOs. As part of the UN system, the ILO also works closely with many UN 
agencies, in particular UN Habitat and the FAO.  
 
To date, the ILO Aceh Programme has received funding in excess of US$ 18 million,1 coming 
from the ILO’s own resources as well as from a range of donors. Substantial funding has been 
made available by the United Nations Development Programme (UNDP) under its Emergency 
Response and Transitional Recovery programme (ERTR). Other donors include Australia 
(AusAID), New Zealand (NZAid), United States (Department of Labour), Finland, the 
Netherlands, Ireland, Canada (CIDA), OCHA, the International Trade Union Federation, the 
British Trade Union Confederation, and two private sector companies -- Migros and ADDECO. 
 
Each technical component consists of a cluster of technical cooperation projects, each of which 
has its own timeframe. The funding for each component varies depending on the size of the 
projects within the cluster: 
 
 

Components Funding Amount 
(US$) 

Employment Services 2,296,727 
Vocational Training 1,511,657 
Enterprise Development  1,933,469 
Local Resource-based Rural Infrastructure Rehabilitation 2,600,760 
Child Labour 1,500,000 
Local Economic Strategy 3,013,422 
Total 12,856,0352 

 
 
                                             
1 This total includes a confirmed commitment of US$ 6.4 million from the Multi Donor Trust Fund for the 
implementation of the project, “Creating Jobs: Capacity Building for Local Resource-based Road Works in 
Selected Districts in NAD & Nias”.   
2 This amount is based on signed funding agreements as of August 2006. 
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The Vocational Training component is currently the least financed component. However, all 
activities and interventions undertaken by the ILO Aceh Programme have a skills-training 
element at their core so as to contribute to the overall goal of job creation for men and women 
in Aceh and Nias.  
 
For 2006, the overall programme allocations stand at USD 10 million. Current funding for the 
Prevention of Child Labour Programme, the Start and Improve Your Business Training 
Programme (SYB), and the Local Resource-based Infrastructure Rehabilitation (LBIR) activities 
in 2007-2008 amounts to USD 4.2 million. Vocational training, enterprise development, gender 
equality promotion, local economic development, and livelihoods for victims affected by the 
conflict are priority programmes that will require further resource mobilization. 
 
As of September 2006, the Aceh-Nias Programme had 7 international staff and 30 national 
staff. 
 

2 CHANGING NATURE OF THE RESPONSE 

The ILO Aceh Programme addresses employment issues in the construction and enterprise 
sectors, which are the principal sectors with the potential to generate immediate and short-
term jobs to promote rapid recovery. At the same time, the ILO Aceh Programme has forged 
strategic partnerships with local actors in preparation for medium- and long-term institution-
building work for the purpose of supporting economic development in Aceh and Nias. 
 
The Construction Sector: 
In both Aceh and Nias, the majority of workers lack 
the skills required to serve the current construction 
boom and, indeed, fuel sustainable economic growth.  
After the first quarter of 2006, operational 
conditions in Aceh enabled speedy responses 
designed to bring about economic recovery.  A large 
number of houses were able to be built thanks to 
feeder roads being rehabilitated and improvements 
to national roads that facilitated the delivery of 
construction materials. However, a number of these 
newly built houses had to be torn down and rebuilt 
because they did not satisfy the needs and 
preferences of the communities. 
 
Another problem was the fact that the Acehnese did not appear to be benefiting directly in 
employment terms from the construction boom.  The un/employment statistics issued by the 
National Statistics Office (BPS) in December 2005 and February 2006 reveal relatively small 
improvements in the employment situation: 
 
 
 

Photo 1: House construction in Meuraxa, 
May 2006 
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 Nov 2005 Feb 2006 
 Urban Rural Total Urban Rural Total 
Population 361,334  1,094,634  1,455,968   373,948  1,164,546  1,538,494  

Unemployment 
  

83,274  153,787   237,061  82,266   129,090   211,356  

Underemployment 
  

96,976  499,527  596,503   85,200     504,716  589,916  
 
Open employment (%) 18.7 12.3 14.0 18.0 10.0 12.1 

 
The preliminary fieldwork conducted by the ILO in May 2006 to prepare for a wage survey 
confirmed the limited employment opportunities available to Acehnese men and women in the 
construction sector.  Pressed with the need to deliver houses quickly and faced with the rising 
wage demands of Acehnese construction workers, many contractors reportedly hired workers 
from outside Aceh.  The construction boom also presented a real challenge for women, who, 
under local norms, traditionally do not participate in construction work.   
 
The Enterprise Sector: 
The trade and enterprise sector dominates the urban economies of Aceh and Nias.  At the 
beginning of 2006, much improvement was still required as regards the conditions necessary for 
economic recovery in the majority of districts affected by the tsunami. While Aceh was not 
without microfinance institutions, it had many that were severely lacking in capacity and the 
sort of financial products needed to meet the demand for financial services.  Women often 
have little access to loans and microfinance services.  As a consequence, businesses run by 
women are, in general, marginal and predominantly found in the informal sector.   
 
To accelerate the delivery of services to Acehnese men and women, the BRR changed its role 
from that of a coordinating body to that of an implementing agency.  The reorganization was 
effected in March 2005.  The Economic Development Unit of the BRR established various 
working groups, including ones responsible for skills training, the mining sector, the 
microfinance sector, and employment services.  However, local government continued to 
maintain a low profile in the overall reconstruction work.  In only a few cases did local 
government units actively participate in the programmes being implemented by the BRR working 
groups. 
 
Adjustments to the ILO Aceh Programme 
Against this backdrop, the ILO Aceh Programme’s implementation strategy was constantly 
adjusted while efforts were continuously made to strengthen the integrated nature of the 
Programme.  Each cluster gradually redefined its operational objectives. 
 

2.1 Employment Services 

Employment Services pursued its strategy of facilitating the recovery and reconstruction 
process and enhancing the employability of Acehnese men and women.  It created a cadre of 
employment assistants who worked closely with district Manpower officials in order to match 
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jobseekers to the labour needs of international and national organizations with its relatively 
large construction programme.  Further, the employment assistance team also worked with the 
local construction labour system, i.e., the ‘mandor’ system whereby workers are selected on a 
day-to-day basis by foremen.  It provided services to skilled and professional workers who 
lacked practical experience and were thus at a 
disadvantage in seeking jobs in the construction boom and 
beyond.  In June, a skills testing and certification 
exercise was conducted by the national agency Pusat 
Pelatihan Ketrampilan Jasa Konstruksi (PUSLATJAKONS) 
of the Public Works Department, which has the mandate 
to improve the skills of construction workers so they will 
be able to compete in a global market. This skills testing 
and certification aims to provide skills recognition to local 
workers who were skilled but never had their skills 
recognized, or whose skills certificates had been lost as a 
result of the tsunami.  The jobseekers database 
established in the early days of the ILO’s tsunami response programme has been instrumental 
in the delivery of employment services to both reconstruction agencies and Acehnese men and 
women.  Starting in August 2006, officials from Aceh Besar District have been receiving 
training and assistance with the operation of the jobseekers database.   
 
The delays in the recovery and reconstruction process have also been caused by relatively weak 
labour administration.  Newly created jobs have mostly been informal and located in the 
construction sector, leading to a fragmented wage system and high level of occupational 
hazards.  Consequently, the ILO Aceh Programme has continued its institutional capacity-
building efforts for the ILO’s tripartite partners and non-governmental organizations. A series 
of training courses and workshops on labour administration has commenced.  To date, these 
have succeeded in bringing together representatives of the Manpower offices at the provincial 
and district levels and local workers organizations to discuss and improve their skills and 
awareness of occupational safety and health, labour administration, and labour relations issues.   
 

2.2 Vocational Training 

The Vocational Training Component supports all other 
technical components in the ILO Aceh Programme.  As skills 
upgrading is a prerequisite for economic recovery and 
development, the delivery of skills-training services needs to 
be market responsive and designed to capitalize on 
particular niches in the labour market.  In the midst of the 
jobs boom in the construction sector, and in the face of poor 
construction quality, the Vocational Training component has 
created a cadre of mobile trainers to identify the skills gaps 
of construction workers, provide coaching and on-site 
training to workers, and  provide construction-inspection 
training to homeowners, community contractors, and 
reconstruction agencies.  At the same time, the ILO Aceh 

Photo 2: Women working in BLK Sabang 
Building Construction, June 2006 

Photo 3: BRR-ILO Training in 
Curriculum Development,  
Banda Aceh, July 2006 
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Programme, in partnership with workers organizations, the Vocational Training Centre (BLK), 
and other relevant organizations, supports short basic industrial skills training courses for 
members of workers organizations and their family members. Starting in June 2006, the ILO 
has focused its technical assistance and support on improving the management of the skills 
training services organized by the BRR. This is an intervention designed to enhance the quality 
of skills training and also to facilitate linkages between different BRR economic recovery and 
development programs.   
 
Institutional capacity-building in the BLK and Vocational High School (SMK) systems is a key 
intervention that the ILO has carried out as part of its strategy of promoting sustainable 
development in Aceh and Nias.  Preparation and consultation with the Ministry of Manpower and 
Transportation, the provincial manpower office in Aceh, and the BRR has been ongoing for the 
purpose of determining the specific areas to be targeted for immediate and medium-term 
development.   
 

2.3 Enterprise Development & Microfinance Services 

The ILO Aceh Programme employs three approaches to 
support enterprise creation.  First, it has identified youth and 
women as special target groups for whom relevant training 
materials on business development are available.  Second, 
through the training of ‘Start Your Business’ trainers and 
support training of entrepreneurs, a gradual improvement in 
the business support network is being fostered.  Third, 
through grants and technical support to microfinance 
institutions and networks in Aceh and Nias, the ILO helps new 
entrepreneurs and SYB 
trainees establish new 
businesses and create 
jobs in their 

communities.  The initiative in Aceh Besar whereby the 
ILO has provided intensive technical and management 
support to a microfinance cooperative, BQB, has now 
matured.  A similar approach will be implemented in Nias 
to strengthen local cooperative networks.  Businesses, 
especially women’s businesses, will continue to receive 
further support, particularly as regards market expansion 
and product improvement.  At the same time, the ILO 
Aceh Programme will continue its advocacy work with 
MFIs and other business development support institutions to increase the responsiveness of 
their programmes. 
 
 
 
 
 

Photo 4: SYB Training of Trainers, 
Banda Aceh, July 2006 

Photo 5: SYB Public Briefing,  
Calang, June 2006 
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2.4 Local Resource-based Rural Infrastructure Rehabilitation 

The road network in many parts of Aceh and Nias already suffered from poor maintenance 
before being severely damaged by the tsunami.  The ILO 
Aceh Programme employs the Local Resource-based Rural 
Infrastructure Rehabilitation scheme to deliver three 
strategic outputs. The first is the creation of short-term 
jobs for community members.  The second is the 
facilitation of rapid economic recovery as the 
rehabilitated roads enable delivery of assistance to 
communities and permit recovery in community economic 
activities.  Last but not least, the third output is the 
gradual improvement of technical and management capacity 
of District Public Works Offices. Their direct involvement 
in the ILO program will allow them to establish a 
methodology that yields good roads and more jobs in local 

communities.  Attention is also being paid to gender and 
community empowerment issues as the ILO Aceh Programme 
currently explores programme linkages with the Kecamatan 
Development Programme.  
 
The pilot project on local resource-based infrastructure 
rehabilitation, funded by UNDP-ERTR and OCHA, was 
completed in July 2006.  With funding from the Multi Donor 
Fund for Aceh and Nias, the ILO Aceh Programme is scaling 
up the LBIR approach and expanding the work to Aceh 
Besar, Pidie, Bireun, Gunung Sitoli, and Teluk Dalam. 
 

2.5 Prevention of Child Labour 

As part of its national programme on the elimination of child labour, the ILO is very aware of 
the need to prevent children in Aceh from working in exploitative or hazardous situations. To 
address the specific needs of children at risk, the ILO has provided skills training (furniture-
making, sewing/embroidery and basic computer skills) to vulnerable children aged 15 – 17 in 
collaboration with the Provincial Manpower Office in Banda Aceh and Aceh Besar. The ILO also 

supports Provincial Education in NAD to strengthen 5 
community learning centres to deliver vocational 
training to children aged 15 – 17 years on carpentry, 
automotive skills, handicrafts, mattress making, 
screen printing and beauty services in Banda Aceh 
and Aceh Besar.  
 
The ILO has further supported the work of a 
Children’s Recovery and Creativity Centre (CRCC) and 
Mobile Library Unit in collaboration with the Anak 
Bangsa Foundation.  In collaboration with SPMAA and 

Photo 6: On-the-job Training: 
Aceh Besar Public Work Engineers, 

Aceh Besar, February 2006 

Photo 7: Local Resource-based 
Rural Road Works, Gunung Sitoli, 

March 2006 

Photo 8: Children in Life Skills Training 
Class, Aceh Besar, April 2006 
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MORA, ILO supported a centre of life-skills education (in such areas as gardening, IT, internet, 
handicrafts, and English language) for children in Krueng Anoi village. In 2006, the IPEC 
programme expanded to Nias.  In collaboration with Save the Children and the Ministry of 
National Education, junior high school teachers have been empowered to deliver pre-vocational 
training programmes to children in the 13-15 age group, an initiative that forms part of the 
national effort to improve life skills education in school.   
 
The ILO also expanded its program to Nias to prevent child labour through a retrieval program, 
focusing on prevocational and life-skills training at junior high schools, open junior schools and 
community learning centres in collaboration with Nias Education office. The ILO also 
collaborates with PKPA on a rapid assessment of child labour in Nias, raising awareness of and 
promoting village regulations against child labour and helping the children to access non formal 
education, skills training and formal education. The rapid assessment will be used to develop a 
district regulation of child protection. 
 

2.6 Local Economic Recovery/Development 

Drawing on the ILO’s international experience in crisis 
response, the Local Economic Recovery/Development 
component implements two different programmes in 
selected geographical areas, namely Sabang, Aceh 
Besar, and Teluk Dalam.  These two programmes are, 
first, local economic recovery and, second, local 
economic development. In both cases, emphasis is 
placed on the active participation of the community 
and stakeholders, as well as the creation of synergies 
for various ILO activities as per the needs and 
interests of the local communities.   
 

To date in 2006, the local economic recovery 
programme has been implemented in close partnership 
with UN Habitat, UNDP, and local communities in Aceh 
Besar.  An integrated programme involving vocational 
training, SYB training, women’s enterprise 
development, and micro finance elements has been 
delivered in selected sub-districts.  As a result, a 
number of job-creating small and micro enterprises 
have been established with direct grant support from 
the ILO and loans from local MFIs. 
 
In Teluk Dalam, Sabang, and Aceh Besar, the LED 
component facilitated the coming together of, and 

collaboration among, key local stakeholders, including local government, the private sector, 
universities, NGOs and civil society organizations, for the purpose of identifying the strengths 
and weaknesses of particular economic activities in specific geographical areas. Instead of 
directly implementing socio-economic activities, the LED component contributes to the creation 

Photo 9: Women at SYB Training before 
Setting up Business, May 2006 

Photo 10: Local Advantage Comparative 
Appraisal Workshop, Nias, June 2006 
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of mechanisms allowing these local actors to (i) assess their needs concerning employment 
creation, (ii) identify the strengths and weaknesses of existing services and programmes, (iii) 
set priorities, (iv) implement projects, and (v) monitor projects for improvements in local 
economic sectors. The local economic development programmes in the three districts where the 
ILO is conducting interventions are focused on the tourism sector in Sabang, the fishery 
sector in Teluk Dalam, and the trading and fish processing sectors in Aceh Besar. 
 
The ILO-KDP partnership, in line with the global partnership between the ILO and World Bank 
for the purpose of integrating the ILO’s Local Economic Development approach with the World 
Bank’s Community-Driven Development approach, has made significant progress, with the 
likelihood being that further ILO technical support will be available for road maintenance. 
Meanwhile, the training of KDP facilitators for employment-related issues started in August 
2006 and is subject to regular review and adjustment.  
 

3 SUMMARY PROGRAMME ACHIEVEMENTS 

In the 18 months that have elapsed since the tsunami of December 2004, the integrated 
approach to maximizing employment opportunities for men and women in Aceh and Nias has 
yielded impressive results:  The Jobseekers Database contains the profiles of over 57,000 
registered job seekers from the entire NAD region.  More than 6,000 people have received 
training.  About 9,600 people have secured jobs as a result of the ILO’s work. About 570 small 
and micro enterprises have been created or restored. The ILO has also supported the work of 
150 organizations. These achievements are the result of the concerted efforts made by the 
technical components of the ILO Aceh Programme and its partners, plus the institutional 
support of local government and the BRR. The Local Economic Recovery Strategy has played a 
key role in producing these achievements. 
 
The Local Economic Recovery Strategy 
The identification of key business opportunities represents the initial step in the effort to 
improve economic conditions as it fosters an enabling environment for economic growth. 
Through a participatory community approach, the ILO drew up an inventory of business 
potential by region and a list of socioeconomic data, which formed the basis for the provision of 
formal training.  SYB training has to date been provided to 708 women and 322 men, meaning 
that a total of 1,030 people have benefited.  About 570 trainees started businesses after 
receiving training, 233 of which received business start-up grants.  In turn, these businesses 
created 890 jobs in local communities.  
 
Because of the specific post-crisis context in Aceh, special attention was paid to the 
construction industry, and a series of vocational training courses in this field benefited a total 
of 1,080 workers.  Furthermore, the ILO deployed 10 mobile construction trainers to provide 
instruction to 240 home owners on construction quality control.  With gender equality a central 
focus of the ILO’s integrated approach, specific attention was paid to the promotion of women-
led enterprises. For instance, ongoing support was provided to women involved in the production 
of concrete blocks, which led to the creation of over 100 jobs and the establishment of 19 
businesses. 
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Local communities have benefited significantly from the ILO’s integrated strategy.  Labour-
intensive activities have been developed to help these communities, mainly in relation to 
infrastructure development. This work has permitted selected communities in Aceh Besar and 
Nias to benefit from easier access to economic centres and to initiate economic activities after 
18 kilometres of rural roads were rehabilitated and 28,000 worker-days generated for 
community members.  In addition, 500 skilled and unskilled road workers have gained 
experience as a result of the road rehabilitation work. 
 
Because small and micro entrepreneurs need access to capital to develop their businesses, a 
microfinance initiative was put in place for the purpose of upgrading the capacity of financial 
institutions. Eight training courses have been provided, benefiting over 200 participants from 
more than 30 financial institutions. A guarantee-fund mechanism has also been put in place that 
has generated over 400 jobs.   
 
In addition, a small Islamic-based financial cooperative, BQB, was selected for in-depth 
technical assistance from the ILO.  In just 7 months, it had established the first microfinance 
network in Aceh, with four branches and 1,200 members, leading directly to the creation of 
378 jobs.  This initiative, if replicated, could have a profound impact on the Acehnese financial 
environment.  
 
Finally, as a strategy to prepare youth for the creation of a functioning labour market, the ILO 
entered into a collaborative venture with the Ministry of National Education, the Provincial 
Manpower and Education Offices, the BLK, Save the Children and community learning centres to 
strengthen life skills and pre-vocational training for children in the 13-15 and 15-17 age groups. 
In total, 3,702 children, 1,645 boys and 2,057 girls, from 16 schools and 5 community learning 
centers in NAD and Nias benefited from this initiative.  
 


