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ARRREVIATTONS/ACRONYMS USED:

1. RAPPEDA : Regional Development Planning Poard

2.  BAPIENAS : The National Nevelopment Planning Agency

3.  BRIMAS : Government of Indonesia rice production program

4. Cipta Karya : The City and Regional Planning Directorate (Ceneral

S. CRIA : Central Research Institute for Agriculture

6. DNGGARA : Directorate General of General Administration and
Regional Autonomy

7. FAR : Fixed Amount Reimhursement

8. GnI : Government of Tndonesia

9, TFY : Indonesian Fiscal Year (April 1 through March 30)

10.  IPEDA : Indonesian l.and Tax

11. PDP : Provincial Arca Nevelonment Program

12. Repelita T : The First Five Year Development Plan (April 1, 1969 -
March 30, 1974)

13. Repelita TI : The Second I'ive Year Nevelopment Plan (Anril 1, 1974 -
March 30, 1979)

14, UDKP : The Area Development Working 'Imit (sometimes referred

to as the Model Kecamatan Program)

LOCAL GOVERNMENT ORGANIZATION:

Province - headed hy Governor

Kahupaten (District) - headed by Rupati (District Chief)

Kecamatan (Subdistrict) headed by Camat (Subdistrict Chief)
NDesa (Village) - headed by lurah (Village Chief)

Mukim - Territorial division hetween village and
kecamatan in Aceh

Residency - Level of government hetween province and
kahupaten in .Java
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PART T - SIMMARY AND RFOOAMMENDATTONS

A. Face Sheet - See page 1

———

R, Recomendations
It is recammended that a loan he authorized for €¢6,000,000 with the
following proposed terms:

1. Maturity: forty years including a ten-vear grace period.

2. Interest: two percent per annum during the grace period and
three percent per annum thereafter.

3. Currency: interest and principal repayable in U.S. dollars.

It is also recommended that a grant be authorized for $2,100,000
over the life of the Program. At least $ 600 thousand in grant funds will
nced to be authorized and obligated in FY 1977 to permit timely initiation
of several important Program actions, including the contracting of advisory
services. It is estimated that $ 400 thousand of additional grant funds
will be required in FY 78 and ¢ 1 million in FY 1979, TIf sufficient
grant funds are available to the Agency in FY 1077, the full $ 2 million
grant component could be obligated this fiscal vear, thereby permitting
life of project funding for the technical services contracts.

. Description of the Program

1. Introduction and Purpose

Provincial and lower level governments in Tndonesia face a mmber
of problems in their social and economic rural development that sue-
gest a need for improving their capability for(planning, project

/ identification, implementation, management and evaluation.) This

/" improved local level capability is needed so as to address’ important
but different (depending on the province and its socio-economic-
demographic-geographic-administrative conditions) prohlems in more
innovative and effective ways. Also needed are morec effective adminis-
trative arrangements and central/provincial/kabunaten and lower-level
government linkages for( facilitating review/approval, resource alloca-

tion, cxccution, and monitoring) of development projects and activities
which are aimed at improving incomes of the rural poor.

The Provincial Area Nevelopment Program (PI'P) is expected to
assist and improve integrated area/rural development plamming and
staff management capability of provincial planning hoards (Rappeda),
kahupaten, and other agencies operating in the nrovinces in (i)} iden-



tifving problens in existing orzanizations, infrastructure, programs
and activities; (ii) planning, executing, managing and monitoring
measures/activities/projects to overcome the identified problems; and
(iii) evaluating the results with a view towards making improvements.
It is also expected to provide examples of successful integrated rural/
area developmental processes and activities that can be followed else-
where in the province and throughout Tndonesia. This should result

in overall improved local government capabilities; improved central
government understanding of , and support to, local government: and
increased income for the rural poor as directly and immediately as pos-
sible.

2. The Provincial Programs

The PDP is a local government program which seeks to upgrade a
limited number of key rural development programs/activitjes/functions
which are felt to Rave the potential of increasing employment onportu-
nities and incomes of the rural poor, directly and irmediately. It
recognizes that the rural poor within each participating province will
have differing needs and therefore require differine local government
interventions, both in terms of actual programs, as well as local
government implementing mechanisms. As the central government is
intimately tied to local level administration, capacities of key
offices will be upgraded, The Program is viewed as experimental and
process-oriented, in that it attempts an introspective and evolutionary
approach to improved local government. As such, it will target on
select districts within participating provinces. C(entral .Java and
Aceh have heen chosen for commencement of the PP, (See *ap at
Annex B.1). If successful, the Program will bhe extended to other
provinces in future years through PPP T1 and TII.

giving rise to serious underemployment among|landless laborers]jand
a scarcity of opportunitiss to generate new sources of incame that can
he Tetained in the region by its rural and poor population. Within
the selected Kahupatens of DNemak, Jepara, Xudus, Pati and Rembang there
A are*additional problems resulting from serious flooding in the rainy
season, severe droughts in the dry season, and generally low produc-
tivity of land in a number of JocationsT C(onsequently, the Central
~Java Program will focus attention on the prohlems of the landless and
near landless as well as those with more moderate-sized holdings but
situated on lands plagued with f{requent natural disasters or low
productivity. More specifically, it seeks to do this hy improving
the capability of the province and its associated local levels of

[Central Java is one of Indonesia's most %fnselv nopnlateq_ﬁrovinces,

government to plan and manage: (i) speciallv-designed agricnltural )

activities which address the problems of land scarcitv and umpro- N e
ductiveness of particular areas to allow for hroader-hased participation "o
by the rural poor; (ii) the promotion of additional emmloyment opportu-  4:ecd

nities through rural industry exmansion; (iii) rural credit schemes :
which are targetted on the rural poor; and (iv) improved mechanisms for -
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the identification and implementation of kecamatan-level development
activities impacting on the poor.

Aceh is one of Indonesia's least populated provinces with rela-
tively abundant agricultural resources and land availahility vet agri-.
culture in Acch is characterized by low productivity. TFor the most
part, famers continue to use traditional agricultural practices and
they remain noor. Within the selected ¥ahunatens of Aceh Besar and
Aceh Barat, most of the rural populace are fammers who mltivate rice
with very low yields per hectare and who do not exploit secondary food
crops and other agricultural opportunities. Infrastructure, institu-
tions and programs required to deliver necessary services to these
farmers to improve their carning capacities remain scattered and are
not fully effective. (Consequently, the Aceh Program will focus on
these small farmers who have heen left ont of much development to date.
It seeks to do this by improving provincial technical and planning

{~agencies§ upgrading agricultural support services and infrastructure
facilities; introducing modern agricultural techniques, inputs and
technologies; diversifving agriculturally-nroductive activities; and
promoting rural handicraft and processing industries.

POP T will help to finance relatively small-scale, quick impact
activities identified and developed within the ahove provincial
frameworks with the help of the technical assistance and training.

The level of technical expertise required is estimated at two full-
time advisors in cach province, with occasional additional support |
{rom short=term experts in specialized fields. In addition, one full-
time technical advisor will be needed at the central government level,
with occasional support {rom short-term specialists. The advisory
assistance will extend over a four year period. Training assistance
will also be provided for the life of the Program, hoth to train local
and central level officials in the 1,8, and third world countries.



3. The Institutional Framework

In December of 1976, the long-standing policy of the Ministry
of Home Affairs eschewing direct inwvulvement with foreign donors was
relaxed and broadened with the issuance of a decree which established
an organizational framework for execution of the PDP. This established
a national Steering Committee at the Directorate-General level and a
national Technical Committee at the Directorate level: the former being
responsible for overall policy guidance and direction and the latter
being charged with operational and technical concerns. The central
govermment project management office is the Directorate of Regional
Development in the Ministry of Home Affairs. This direct managerial
role is viewed as highly significant as most local govermment administra-
tion and operations are controlled by the Ministry of Home Affairs.

The governors and their provincial plamning boards will have primary
responsibility for overall plarming and administration of the PDP in their
provinces while the district chiefs and their staff will have the responsi-
bility for implementation and administration of the PDP in their districts.
Individual technical agencies operating at the provincial, district and
more local levels of government will be assigned responsibility for
managing the implementation of individual subprojects/activities to the
extent their functional programs are included in the PDP.

4. The Implementation Plan

The Program will function within the context of the government budget
cycle for plamming, preparation of ammual budgets and implementation. It
is anticipated that four full years of programming, implementaticn, monitor-
ing and evaluation will prove sufficient for making the substantive improve-
ments sought. Therefore, the Central Java and Aceh Prograius will be most
concerned with Indonesian fiscal years (IFYs) 1978/79 (April 1978 through
March 1979), 1979/80, 1980/81, and 1981/82 although preliminary activities
will take place during IFY 1977/78.

Implementation will follow along the lines of the major, nationally
financed rural development/local goverrment programs with: anmual in-
structions/guidelines being sent to the provinces; ammual programs being
developed at these local levels; national Steering/Technical Committees
and USAID reviews following submission of thewe provincial programs;
and actual =xecution being a responsibility of the appropriate technical
agency in tbe field.
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D. Sumary Findings

The Provincial Area Development Program has attracted the interest and
suwport from a host of foreign donors and local institutions concerned with
rural development/local government in Indonesia. Aside from these valuable
inputs, over forty man-months of consultant expertise familiar local conditions
in Aceir and Central Java as well as technically competent in the fields of
agriculture, agricultural economics, rural industry, civil engineering, rural
sociologv and public administration have participated in PDP-I development.
NMumerow: reports and anaiyses have resulted, much of which has been summarized
and incorporated i this Project Paper.

USAID concludes that the Provincial Area Development Program I is technically,
economically, socially and institutionally sound. It has also been determined
that Indonesia has the capacity to effectively maintain and utilize the Program
(see Mission Director's certification at Annex E). Furthermore, the PDP meets
all applicable statutory criteria. (See Statutory Checklist at Ammex D.)

E. Project Issues

USAID believes that AID/Washington concerns as expressed in the AID/W PRP
approval message (Amnex A) are thoroughly addressed throughout this Project
Paper. In brief: (i) An assessment of the institutional capabilities of the
central govermment, provincial plamning boards and other local agencies is
found in Part IV A and Amnexes B.9 and B.10; (ii) a description of subproject
approval criteria and procecures is found in Part IV B; (iii) a social soundness
analysis is found in Part III C and Amexes B.9 and B.10; (iv) an examination
of local development finance is found PartsII A and IIT B; (v) disbursement
procedures are described in Parts III C and IV B; (vi) AID monitoring procedures
are discussed in Part IV B; and (vii ) a discussion of Section 103 applicability
is presented in Part III B.

Tt.» une outstanding issue concerns additional USAID staffing requirements
to properly administer PDP-I and plan PDP-II. This is discussed in Part IV A
(2) of this Project Paper.
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A, setting and Packyeround

1, Local Governmcent Urpanization

l.ocal pgovernment organization in rurai Indonesia is essentially
divided into four leveis: The province (headed by a governor), the
kabupaten (or district, headed by the bupati), the kecamatan (or
subdistrict, headed by the camat), and the desa (or village, headed
by the lurah),

The provincial goverﬁar serves two functions: he represents the
central government in the region and accordingly ralls within the
Ministry of Home Affairs' hierarchy; at the same time, he heads the
first level "autonomous' region and consequently is responsible to
the region's elected assembly, This duality is also found with the
bupati at the kabupaten level of government which is the second level
"autonomous' region: The bupati is both a representative of the
ecovernor (and central government's Ministry of l!llome Affairs) as well
as being the chief executive of the kabupaten responsible to the
district's elected assembly,

The camat, as subdistrict chief, functions as the bupati's repre-
sentative, but has no "autonomous' functions comparable to the governor
and bupati, The village is the lowest "autonornus' level of government
with the lurah having responsibilities as the .ntral government repre-
sentative and the village chief.

The province in Indonesia (of which there are 27), is thc prime
source of sub-national policy, direction and yuidance for development.
Annex B-2 presents an organizational chart of the typical province.

The Governor is assisted by staff within the Provincial Secretariat,
the Regional Development Planning Board (Bappeda), and the Provincial
Inspectorate., The Secretariat is responsible for governance and is
divided into scctions for administration, economics and social affairs,
and general affairs. Within this Secretariat, there is also a Dhevelop-
ment Bureau (also known as the {perations i{oom) which controls the
lmplementation of development projects and a revenue service, The
Inspectorate performs an auditing function.

The Happeda, created by Presidential Decree in March of 1974, has
the following responsibilities: (i) Provincialization of the national
five-year plans; (ii) preparation of province sectoral planning;
(iii1) preparation of annual programs for both provincial and central
ministry development activities; (iv) coordination of technical agencies
and kabupatens; (v) joint responsibilities for provincial budget receipts
and expenditures; (vi) supervision of development projects; and



(vii) carrying out research. The Bappeda is the sole staff hody in
the province which has the function of assisting the governor with
regional planniny and evaluation,

The kabupaten in Indonesia (of which there are 243) is regarded
by many observers, as the highest level of local, rural development
organization in Indonesia. Annex B-3 presents an organizational
chart of the typical district. The focal point for kabupaten
operations is the office of the bupati which is supported by a
secretariat and a large number of its own administrative, financial
and technical offices., The mechanism used by most bupatis for
planning and resolution of management problems is usually a committee
of senior staff personnel, composed of the deputy to the bupati, and
chiefs of the subdirectorates for development, finance, general
government and public works, and supported by the heads of various
technical services., Some districts in Indonesia even have their
own area planning and management boards, similar to the Bappeda,
although this is not yet standardized nationwide. (0Of the seven
kabupaten participating in PDP I, only the Kabupatens of Kudus and
Demak in Central Java have such units),

The kecamatan in Indonesia (of which there are some 3,550) is
regarded as the lowest reach of direct internal government (excluding
the village which in rural areas is more nebulous and indeterminate
in its size, extent and relationship with the center). Annex B-4
presents an organizational chart of the typical subdistrict. iore
often than not, the government at this level includes simply the camat,
the deputy, a clerk and perhaps one other official charged with
general and undefined duties with respect to community development.
To this are added agents of a number of technical services, such as
agriculture, livestock, irrigation, health/family planning, religion,
community education, cooperatives, land-use (agraria), information,
and community development,

Technical agencies, emanating from Jakarta, have field offices
in all provinces and generally in all kabupatens. At the kecamatan
level of government, there is generally a more limited range of
technical agents, such as noted above, Some of these technical
offices have responsibilities solely to implement "national' projects/
activities and consequently look towards their Jakarta-hased ministries
for guidance and financing., Others are charged with ecxecuting local-
level functions a#i.d consequently receive financing and direction from
local government, The governors, bupatis and camats are charged with
the responsibility of coordinating the activities of both the auto-
nomous regional offices and the central government ministry representa-
tives, The relationships between the autonomous technical regional
offices; the central technical ministry representatives; the local
leadership in the form of the governors, bupatis and camats; and the
Jakarta-based technical ministries, can be complex and vary by agency



and reglon involved.

See Annex H-5 for a generalized organizational chart of the
above relationships,

Regional patterns in the local government administrative struc-
tures may exist in Indonesia as can be witnessed in PDP ] provinces.
In Central Java, there are residencies, which are layers of govern-
ment between the province and kabupaten, and are headed by residents
who have the status of deputy governors. Furthermore, between the
kabupaten and kecamatan are found kawedanaan offices with each headed
by a wedana or deputy bupati, These two additional layers are found
throughout Java and although not considered important administrative
units, serve the purpose of better coordination, given the large
numbers of districts and subdistricts found on Java and the large
populations involved,

In the special Province of Aceh,* government structure differs
somewhat below the kecamatan. The basic governmental unit is still
the village, although its average size ir much smaller than those in
'entral Java (370 versus 3,000 people). However, above the village
and below the kecamatan stands the territorial division of the mukim,
which i{s headed by the kepala (head) mukim and includes nine villages
on the average. (It is interesting to note that this geographical
division has its origins in Islamic law which requires the presence of
forty men of age {or the Friday community prayer).

2. Local ilevelopment Finance and Administration

local development is normally classified in three ways:
(i) Those activities which are carried out by the local representa-
tives of central government technical ministries and financed by the
central government budget (e.g. national road improvement), large-
scale irrigation and flood control systems, substantial port improve-
ments and electric power generation); (ii) those projects which are
completely planned, financed and implemenced with local resources;
and (11ii) those programs which are planned and executed by local

* Aceh has the status of "Special Province" in Indonesia. This
gives thc repion some autonomy over its educational curriculum,
religious and local affairs.
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government, but which are financed through grants and subsidies from
the central jpovernment.

kevenues available to the province and kabupaten take the form
of taxes on such things as fuels, autumobiles, motorbikes, forestry
concessions, radios, and movie theatres, The one substantive local
level tax is the land tax (Ipeda) which is an effort to revive land
taxation as a means of promoting local development. The land tax
revenues are utilized by the district level of government for devriop-
ment activities, except for a certain percentage which is forwarded
to the provincial government. Assessment of this tax, however, is a
central government function although local officials do assist with
its collection,

Repelita [1 (the Second Five~Year Development Plan, April 1974 -
March 1979) has scen the establishment of a number of revenue-
sharing programs financed by the central government for local
development. ‘These grants, known as "Inpres" (Instruksi Presiden -
Presidential Tnstructions) or "Bantuan' (Assistance), fall into the
following classifications: (i) The lrovincial Inpres “rogram which
provides funds for the provincial government's development budget and
is divided into those which are earmarked for such things as roads,
bridges, irrigation and water worxs and those which are to be spent
at the discretion of the provincial government; (ii) the Kabupatern
Inpres Program, which is targeted on the district and aims to improvce
economic infrastcucture; (iii) the Village Inpres Program, which is
focussed on the village in order to encourage local participation in
small-scale development activities; (iv) the Elementary School Inpres
Program, which is given to the kabupaten to comnstruct, rehabilitate,
and equip elementary schools; (v) the liealth Inpres Program, which
covers the new construction and rehabilitation of community health
centers, subsidized medicine and other medical services; and (vi) the
Inpres activities most recently created for market construction and
reforestation projects,

Generally speaking, (i) the largest source of funds for local
development is national budget support for "'national projects';
(il) the ability of the provincial and kabupaten gjovernments to
pgenerate their own revenues is limited due basically to their re-
stricted taxing powers granted by the central government (but also
due to its administration of local taxes); and (iii) the national
grants for local development have grown substantially in recent years
and represent the basic long-range strategy for regional development,
whereby the national government provides funds and guidelinesfor
development while local government is responsible for planning and
implementation,
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t.onditions within "entral Java and Aceh bear ocut the above pro-

positions. In the former province, for example, the central government
has contributed 85. of Central Java's development expenditures since
Repelita I (beginning in April 1969) and national grants to the five
PP kabupaten have tripled in just a four-year period. In the Special
Province of Aceh, central government grants have averaged 84% of total
provincial revenues since Repelita I, and central government supported
Inpres programs have tripled in size since IFY 1974/75.

Y. Trends and I'roblems with lLocal vevelopment Administration

With the Mew Order and prior to the First Five-Year Development
lan in 1969, the Government of Indonesia's administrative structure
described earlicr was primarily concerned with executing routine
administrative activities; the nation's goals at that time being
national integration, stability and security. With the commencement
of Repelita 1, however, the government administration was given the
additional task of "promoting and directing society towards development',
The economic development objectives of this First Five-Year Develop-
ment Plan were spectacularly achieved, This helped stimulate the re-
examination of many developmental issues including the degree of local
autonomy to be permitted in the development of the nation,

The success of Repelita 1 coupled with the demand for greater
participation in development by Indonesia's provinces resulted in an
opening of development to the provinces and lower levels of government
for a much stronger direct involvement in national development. This
(along with increased attention to the promotion of development with
social justice) is perhaps the most significant change of emphasis
discernible between Repelita I and rRepelita II, The most visible
signs of this conscious national shift to local development are the
very substantial increases in local development budgets allocated by
the central government and Presidential Decree No. 15 dated March 18,
1974 establishing provincial development planning boards (Bappeda) at
this incrcasinpgly important level of government. In short, provinces
and lower-levels (particularly kabupaten) are now called upon to bear
a major and increasing responsibility for the development of the
nation,

This shift is still in process and is far from complete; it has
not occurred totally smoothly and evenly, nor without problems.
First, the insufficient quantities of skilled and capable manpower,

“well-recognized in Indonesia, is more acute at lower levels of
government which leads to a reluctance to further decentralize the
development process. Second, the substantial increases for local
government development budgets under the national revenue sharing
schemes have not always been met with fully capable organizatioms,
clear lines of authority, or well-established procedures for program
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execention, Third, there is inevitable resistance by national line
ministries to increased local government authority, And last, there
is the recognition that lower-level participation in Jevelopment

has not necessarily been synonymous with the broad-hbased receipt of
development benefits by the majority of the rural poor,

Consequently, there has been, in recent years, a determined
search for means of enhancing local government institutional capa-
bilities to carry out rural development activities effectively in
order to reach the majority of rural poor. The Provincial Area
Development Program (PDP) represents a continuation and concentra~-
tion of this process, (USAID is currently assisting or planning
to assist other projects which target on other aspects of local
government operations, These are described and compared with the
I'DP in Annex B-6).

4. Ewvolution of the PP

In March of 1976, USAID was asked for direct assistance to im-
prove the capabilities of the Aceh provincial government, USAID
quickly sent several rural development technicians to assess the
situation, By June, 1976 a PRP for an assistance program to help
improve the capabilities in rural development of the Provinces of
Aceh and Central Java (which had also requested direct USAID assist-
ance) for FY 1977 and a PID for three additional provinces for
FY 1978 had been submitted to AID/Washington. At that time the GOl
recognized that in an expanding provincial assistance program the
Ministry of Home Affairs should have managerial responsibility for
the PDP to be administered properly,

In December 1976, through the efforts of Bappenas and key in-
dividuals within the Ministry of llome Affairs itself, the long-
standing policy of the Ministry eschewing direct involvement with
foreign donors was relaxed and broadened by the issuance of Decree
No. 309 (See Annex B-7), This decree established national-level
Steering and Technical Committces and allowed this ilinistry to
counterpart directly with foreign donors to assist local-level rural
development efforts. This greatly broadened the range of possibi-
lities for foreign assistance. Now, other donors are becoming
increasingly interested in working on rural development through the
Ministry of Home /ffairs.

The PhDl appears to have been assigned a special role, It is
perceived by Bappenas and the Ministry of Home Affairs as being a
quick response vehicle for improving lower level capabilities in rural
development, There is also a growing recognition that the benefits of
development in the rural areas of Indonesia have not spread quickly
or widely enough, Therefore, the PDP is viewed by the GOl as an
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cxperimental program to search for workable means of reaching and
assisting the mafority of the rural poor, All indications are that
the central government intends tu provide the leadership and
necessary authority required to make it successful.

The PLP has also attracted interest and support from a host of
foreign donors and local institutions concerned with rural develop-
wment in Indonesia who also perceive the PDP as a vehicle for sub-
stantive improvements in rural development management in rural areas.
These have included individuals from the Ford Foundation, an
advisor to the State Minister for Development, as well as various
members of the local academic community. Together with advice and
assistance contributed by these individuals over forty (40) additional
man months of effort from expert consultants familiar with local
conditions in Aceh and Central Java, as well as technically competent
in their respective fields, have gone into the design of the PDP.

1t 18 with this background, therefore, that ULAID has been
requested to work closely and directly with the linistry of Home
Affairs and Bappenas in a search for workable mcans of improving the
well-being of the rural poor in lndonesia, Flexibility in approach
and sensitivity to local situations and attitudes are challenges
faced in helping to strengthen the local developrient operations to
improve the well-being of the increasing numbers of Indonesia's rural
poor,

B. 9Detalled Description of the VOverall Program

The °DP 1s a local government program which sceks to upgrade a limited
anumber of key rural development programs/activities/functions which are
felt to have the potential of increasing incomes of the rural poor,
directly and immediatcly, It recognizes that the rural poor within each
participating province will have differing needs and therefore require
differing local government intervention points, both in terms of actual
programs, as well as implementation arrangements. The capacity of key
central government agencies to work effectively with local government wiil
also be upgraded. PhHi 1s viewed as experimental and process-oriented, in
that it attempts an introspective and evolutionary approach to improved
local project management. PDP will begin on a pilot basis within the
Provinces of Aceh and {entral Java.((It is felt that these two are most
appropriate for the pilot program because each represents a geographic
region typical of the Indonesian dichotomy (Central Java representing
the overcrowded central islands with a more developed infrastructure,
and Aceh representing the underpopulated outer islands rich in natural,
unexploited resources with a very underdeveloped physical infrastructure))j
[f the precepts and modalities used in I'DP I prove successful, they will
be applied to an expanded program including three additional provinces
annually,
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The three inter-related purposes of the Provincial Area Development
I'rogram are: (i) to improve the capabilities of local government within
participating provinces to undertake rural development activities which
impact on the productive capacity of the rural poor; (ii) to improve
the capabilities of key central agencies to support local government
rural development activities which impact on the income of the rural
poor; and (i1i) to increase the incomes of the rural poor within the
project area. By the endof the Program, it is anticipated that there
will be an expansion of the planning and implementation systems to
the rest of the participating provinces and realistic and workable
guidelines and directives for local government rural development programs
which will have been developed as a result of the experience of the PDI.
(The expangsion of the Program to other provinces initially would test
the applicability of these guidelines to differing situations). By the
end of PDP, there will also be an increase in the incomes of the rural
poor within the project areas. Achievement of these end-of-project
conditions will contribute to the Program goal of improving the well-
being of the rural poor.

Key assumptions for achleving the PDP's purpose are that:
(i) Appropriate and valid local government intervention points have
been identified; (ii) national level support for the I'NDP continues; and
(1ii) a flexible program design has been established which permits the
GOl with AID's assistance to respond to local initiatives. For a
fuller discussion of these assumptions, see the technical analysis
(Yart 3A), the socio-cconomic analysis (Part 3C), the administrative
analysis (Part 4A), and the implementation plan (Part 4B). A key
assumption for achieving the Program goal is that increased income is
perceived by the people as improving their well-being.

Inputs for each participating province include outside assistance in
the form of technical advisors (both from abroad and in-country), training
hoth overseas and within Indonesia, select commodities and cquipment
{including appropriate rural development technology), and partial small=-
scale financing of subprojects of a pilot nature. Inputs at the central
government level will include technical assistance and training, GOI
contributions will be for administration, operations and financing of
pilot activities, Combinations of these inputs will result in the
achievement of the PP outputs within a limited geogpraphlical area
{composed of a number of contiguous kabupaten). These outputs will be
process~oriented and vill be composed of identified, planned, imple-
mented, monitored and evaluated key local government, rural development
interventions which target on increasing the incomes of the rural poor,
as directly and immediately as possible.
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The important assumptions for achieving the inputs are that: (i) The
(overnment of Indonesia, at national and local levels, and AID make
budget provisions and provide inputs on a timely basis; and (1i) adequate
consultant capability is available for technical assistance during im-
plementation, Important assumptions for achieving outputs are that:

(1) the Ministry of tome Affairs and Bappenas continue their support
for the PDP; (ii) participating local government institutions, with
technical and other assistance continue to exert the creativity, ini-
tiative and dedication required to achieve the specified outputs; and
(iii) there are no unusual natural calamities in the project areas
over the life of the project., Financial and implementation plans and
arrangements arc discussed in Parts 3B, 4A and 4B, Assumptions re-
parding outputs are ciscussed in the technical analysis (Part 3A) and
the socio-economic analysis (Part 3C).

Annex C preseats the lLogical Framework iHatri: for the overall i©'De,

v Approach to the vesign of Individual Provincial ‘roprams

legarding the design of individual Provincial Area Development
Programs, it is believed that: (i) Although the objectives of the PDP
arc the same nationwide and although individual provinces may have some
conmmon necds, the approaches, resources, operational requirements and
mix of programs and projects required to reach the rural poor will
differ as do their socio-economic conditions; (ii) it is generally
more effective to concentrate on a few priority problems than to
disperse one's efforts in all directions; (iii) there is more likeli-
hood of visible impact and more effective administration by main-
talning a geographical focus within targeted provinces; (iv) outputs
must be process-oriented to allow local government the chance of
exerting the creativity and initiative requirad for it to critically
examine its ability to assist its poorer rural dwellers; and (v) there
is the need to remaii. flexible durip; implementation to allow for
nmodifications should close monitoring and evaluation indicate thec need
for redirection to more effectively assist the target group of the rural
poor,

rziven these premises, the basic approach to the cesign of indivi-
dual Programs, has been to: (i) identify the socio-economic-administra-
tive conditions within participating provinces; (ii) select a typical
peographical region composed of a limited number of contiguous kabu-
paten within the province; (iii) study in more depth the socio-economic~
administrative conditions within the pilot area, concentrating on. the
constraints on raising the incomes of the rural poor; (iv) review
systematically all local government programs/activities/functions which
are, or could be targetted, on assisting the rural poor improve their
economic situation; (v) identify a limited number of interrelated
intervention points where outside assistance could result in significapt
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local government projcrct management improvements and- in the referenced
Projram poal being achieved; (vi) describe and analyze these local
pxggrlms/activltles/fnnctlons in sufficient detail to determine the
types and magnitude of assistance which would result in the sought
after program {mprovenents; and (vii) design a broad and necessarily
preliminary implementation plan for each of the provincial “thrusts"
identified for improvement, If this methodology proves successful

in POP It will be applied (or modified) based on experience in
quhquuent PDP Programs,

Annex B-8 presents a graphical presentation of a typical pro-
vincial Program,

The following sections summarize the Central Java and Aceh Provin-
cial Area Development ['rograms. DMore complete descriptions (and

analyses) are found in Annexes B-9 and B-10,

D. The Central Java Pnp

1. Background Socio-Economic Conditions Within the Province of
tentral Java.

KThe Province of Central Java is located in the center of the
island of Java. Topographically, it is composed of lowlands in the
northern coastal areas and mountainous and again lowland areas in
thie south, with an upland plateau through its center. It is most
notable for its central geographic position in indonesia, its
Javanese cultural heritage, and its role as a political barometer
for the nation. Jompared with other regions in Indonesia, the level
and extent of physical infrastructurc is quite good, although still
low by international standards. looking at tentral .Java from an
economic perspective, agriculture is the most important sector of
the economy (accounting for 477 of its gross regional domestic
product) with rice and secondary food crops being the most important
crops.

"Central Java faces substantial problems of poverty and under-
development. With a land area of 34,503 square kilometers and a
population approaching 24 million, it is one of the most densely
populated, non-urban regions in the world.] Its largely rural
populace depends heavily on agriculture for its subsistence yet
with very small average land holdings ar large numbers of rural
households without any access to land at all, it faces severe
strains.
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2, Background ..ocio-Economic cJonditions Within t e 2LP Kabupaten.

Theq;arget Kabupatens of Demak, Kudus, Jepara, Pati.and Rembang
arc situated on the north coast of Java, jusEféast_of.dencral Java's
provincial capital of Semarang. (Sec map at Annex B-11)., Of its
470,000 hectares of land area, a major portion consists of flood
plains within the Jratunseluna River Basin. liowever, there are a
diversity of other agricultural/ecological zones of cultivation
varying from lowland mountain ranges to dry land areas and coastal
zones, The problems of a sufficient and controllable water supply
are particularly acute within the target area with devastating
annual floods followed by periods of drought,

With a combined population of some 3.1 million, between 90-95%
live in rural areas, with population densities avcraging out to
700 people per square kilometer. Agriculture is the dominant
activity which provides 807 of all employment with wet-rice paddy
and secondary food crops the major modes. Some 35~40" of the
rural households own no agricultural lands while the remaining
families hold approximately 1,0 hectares in combinations of rice
paddy, dry lands and home gardens. The rural poor in the area, then,
are the landless, near landless and those withmore moderate size
holdings but situated on unproductive lands. They work long
hours to survive in a continuum of activities including petty
trading, agricultural labor, fishing on public water ways, handi-
crafts and outside employment in small industry and government-
sponsored rural public works programs,

4, The Central Java PDP

The Central Java PLP acknowledges tle severe socio-economic con-
ditlons within the Province and five targetted kabupaten and attempts
to deal with the pressing problems of the rural poor through im-
proving the capabilities of local government to plan, manage, and
evaluate the following interrelated "thrusts': (i) specially-
designed agricultural activities which address the problems of
land scarcity and unproductiveness of particular areas; (ii) the
promotion of employment opportunities through rural industry ex-
pansion; (iii) rural credit programs targetted on the poor; and
(Lv) systems for subdistrict-level generation of ideas and implemen-
tation of activities which attack the problems of extreme poverty.
The rural credit programs will be utilized as components of the
agricultural and industry components as well as other needs of the
rural poor (e.p. petty trading). The kecamatan-level rural develop-
ment program will also support the agricultural and rural industry
programs as well as allow for the continuval generation of new ideas
and approaches to the development problems under attack. The approach
is experimental and evolutionary. Evaluation and information systems
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therefore remain important components. (A more detailed description
nay be found in Annex B-9 ,)

a, Agricultural Activities,

\ Despite the general land scarcity, there appear to be several
broad categories of agriculturally-related interventions which can
reach the PDP target group. Among them are: (1) the utilization
of public lands and water ways (e.g. the stocking of fish in irri-
gation canals and large areas which flood for six months or more
anpually and snaller livestock projects which allow for the use of
feed from public lands); (ii) intensified use of back-yard gardens;
(1ii) adaptations to overcome the effects of the periodic natural
disasters plapguing the area (e.g. pump irrigation and improved
agricultural cropping patterns);and (iv) the promotion of non-rice
secondary food crop production, Technical assistance, training,
commodities and subproject financing of these pilot efforts will be
provided under the Central Java DP to improve the capabilities of
the Bappeda and appropriate technical agencies to identify, plan,
design, implement and evaluate this poverty-oriented approach to
agriculture,.

b. Expansion of tmployment~Generating Industry

lLong-term solutions to the poverty in Central Java require
an expansion of off-farm employment opportunities, principaily
through the expansion of rural industry., In the target kabupatens
there are a wide variety of existing rural enterprises including
blacksmiths, roof tile makers, bamboo product makers, brown-sugar
processors and salt makers which provide alternatives to on-the-
farm employmeat and income, llowever, the shortage of capltal for
small industry and technical assistance for the small-scale rural
entrepreneur restrict the expansion of such employment generating
enterprises. The PDP seeks, then, to develop the capacities of the
provincial industries service and a local rural credit program to
attack and remove these impediments to the creation of new iobs,
Technical assistance, training and credit (see below) will be pro-
vided for these purposes,

c, Rural Crodit

The appropriateness and need for the expansion of credit
as means for increasing incomes of the rural poor inthe Central Java
PDP kabupatens (by allowing the expansion of activities in which the
rural poor participate, such as small-scale trading, processing,
ralsing livestock, etc.) has beea established, lost government
sponsored credit programs, however, require significant amounts of
collateral which effectively leaves out participation by the poor
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in Central Java. There are, however, two local-government sponsored
credit programs which because of their flexibility, simplified ope-
rations and absence of collateral requirements, appear to be ve-
hicles for channeling credit tothe rural poor. These are the Keca-
matan Credit and the Assistance-To-Poor-Family Programs., These
programs, however, suffer from administrative and other problems,
including the lack of trained personnel. The PP will seek to
redirect, or better target, these credit schemes into productive
loans for the rural poor, while improving the management of the pro-
grams, Technical assistance, training and seec capital will be
supplied to achieve these ends. As stated above, it will link

fnto the first two thrusts.

d, System for Generating and Implementing Other Activities,

The entire Central Java PDP proposed thus far has been the
result of a concerted effort by Bappeda officials to elicit ideas
and creative thinking by lower levels of government with attention
focussed on the poor majority, The process of considering programs
which might reach the poor has begun; hopefully it will never be
complete, Tne kecamatan is the ideal level of local government for
this continued process of generating new thoughts as it is the point
where a detailed knowledge of local conditions and needs meet up’
with the technical administrative apparatus, The GOI has already
recognized the critical importance of this layer of government as
indicated bythe recent creation of the UDKP (Unit Daerah Kerja
Pembangunan - The Area Development Working Unit) program.
lHowever, the UDKP system appears to be a largely theoretical
planning exercise at present in the absence of any means for im-
plementation, The PDP will capitalize on the efforts to push planning
down to the subdistrict level and assist in the improvement of the
implementation capabilities of the UDKP through a pilot kecamatan
development program which will also be utilized as a means for
generating new ideas for reaching the rural poor. Technical
assistance, training and financing of pilot efforts will be provided.

4, Institution-Building Features of the Central Java VDP

Some of the Central Java local institutions that should be
strengthened and improved through the technical assistance, training,
commodities, and experience gained from the guided subproject design/
implementation activities and expanded credit programs include: the
provincial Bappeda, the agricultural service agencies, the industries
service agency, ths Kecamatan Credit and Assistance-to-Poor-Families
Program organizations and the UDKP (Area Development Working Unit at
the kecamatan level of government). Long-term technical assistance
will take the form of a rural development planner/programmer to
work with the lLappeda for a three-year period, a rural industries
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expert to work with the industries service agency for a period of
two years, and a three yecar relationchip between the provincial
agricultural services and the Central Research Institute for
Agriculture (an Tndonesian agricultural research organization).

Some 106 work-months of additional technical advisory services will
be provided for short-term advisory assistance as inputs to other
specialized endeavors. 84 months of training, both abroad and
in-country, is also contemplated. Subprojects which might be under-
taken are touched on above and discussed in more detail in Annex B-9.



The Aceh PDP
1. Background Socio-Economic Conditions Within the Province of Aceh

The Province of Aceh is located on the northern tip of Sumatra,
opposite the Malay Peninsula. With a land area of 55,300 square kilo-
meters, a population of just over 2 million and a density of only 36
persons per square kilometer, it is one of the least crowded provinces
in Indonesia. Despite relatively abundent agricultural resources,
favorable land and water availabilicy, agriculture in Aceh is far less
productive than it could be. The agriculture share is 63 percent of the
Gross Regional Domestic Product (GRDP) ($340 million in 1975) and food
crop production accounts for three-fifths of that. Over 80 percent of
the province's population is employed in agriculture. Despite the
importance of agriculture to Aceh's economy, only 4 percent of the total
land area is devoted to food production, an emount which could be greatly
expanded with improved support and infrastructure. A little over 220,000
hectares is devoted to rice production, but due mainly to limited dry
season water availability, only 6 percent of this is double cropped.
Most farmers have access to sufficient land either through ownership
or sharecropping, although holdings tend to be less than one hectare
and are often fragmented. Rice production and processing is generally
carried out using traditional methods and equipment, and yields are
only 2-3 tons per hectare. Infrastructure is a major impediment to
development, with roads, bridges, and irrigation systems in generally
poor or neglected condition.

2.  Background Socio-Economic Conditions Within the Target Kabupaten

The two kabupaten selected for PDP participation are Aceh Besar
and Aceh Barat (See Map at Amnex B.12). Within these two districts,
there are enough similarities and differences to test for feasibility
of replication elsewhere. , Most of the population in both districts
is engaged in rice production using traditional varieties and techniques.
Along with these similarities there are important differences in popula-
tion density, small-holder estate crops, average rainfall, infrastructure
facilities, and access to markets. |While Aceh Besar is geographically
concentrated with all but two subdisfricts in the Krueng Aceh Valley,
Aceh Barat stretches along a coastal area including nine main river
valleys. The District of Aceh Besar surrounds the provincial capital
of Banda Aceh. Although the average population density of 56 persons
per square kilometer in Aceh Besar is low by national standards, it is
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more than double that of Aceh Barat. Despite relatively good infra-
structure facilities and accr:ss to markets in Banda Aceh, Aceh Besar
has traditionally been a deficit rice producing area. On the other
hand, Aceh Barat, with generally poor infrastructure, is a rice ex-
porting district. With some infrastructural improvements and removal
of marketing constraints, it has a great potential for expanding its'
export of agricultural commodities. Small-holder estate production
of rubber, coconuts, and cloves are important income earners in Aceh
Barat.

3. The Aceh PDP

" The objective of the PDP in Aceh is to augment incomes of the rural
poor by increasing agricultural production and expanding employment
opportunities. To do this, the Program will'seek to improve the capa-
bilities of existing agriculture service institutions in the plamning,
implementation, evaluation, and support of rural development programs.
Through technical assistance, training, and experience in subproject
implementation, provincial agencies will better be able to upgrade
agricultural support services and infrastructure facilities, introduce
modern techniques and inputs, support diversification of productive
activities, and promote development of rural handicraft and processing
industries. The focus will be on enhancing the institutional capability
and processes required to support expansion and modernization of agri-
cultural production in Aceh.

This approach recognizes the current limitations on local govern-
ment capabilities and at the same time offers the best prospect for
attaining the program objectives of raising the incomes of the rural
poor. Although subproject activities in Aceh are production oriented,
continuing attention will be given to the impact on the quality of life
in rural areas, and each subproject will be evaluated within the context
of its' effect on Acehnese society and values. The impact of the project
on tenure patterns, income distribution, and land ownership will also
be studied. Since women in Aceh play an important role in agricultural
production, and rural industries, they will receive special attention
in terms of project effects. The Aceh Program has three main thrusts:

[ (a) Agriculture plamning and evaluation; (b) agriculture support and
{ production; and (c) rural handicraft and processing industry.

a. Agricultural Plamning and Evaluation

Agricultural production and income carmot be increased without
integrated and coordinated goverrment planning and support. Agricultural
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development in Aceh has not been approached in a systematic planmed
fashion whereby goals and programs are established in order of priority
and limited resources allocated accordingly. To accomplish this the
Bappeda must assume a new and more active role in agriculture develop-
ment and the major objective of this thrust will be to enhance the
Bappeda's ability to perform this role through technical assistance
and training in agriculture project plamming and administration, agri-
culture economics, and agriculture statistical gath.:cing and analysis.
The planning process will be designed in a way to ensure inclusion of
farmers' ideas in the overall agriculture plamming process.

b. Agriculture Production and Support

The natural focus of this thrust will be on rice production,
introduction and testing of rodern production technology, improved
pre- and post-harvest processing techniques, and development of integrated
- production support packages. Particular attention will be paid to develop
the infrastructure and support necessary to expand rice double cropping
. and to the integration of secondary crop production in rice areas which
can produce only one crop. Vegetables, fruits, and small-holder estate
crops, along with animal production, will also receive attention, but
with lesser emphasis. Improvements made on infrastructure, such as
roads, irrigation systems, and port facilities, will be at the minimum
level required to ensure that farmers are able to transport and market
their increased production.

c¢. Rural Handicraft and Processing Industry

Small industries in Aceh are a significant source of incomes
for rural families. In view of this, the Program will provide some
limited technical assistance to a few of these, including initially
salt-making, metal-working, and brick-making. In some cases the intro-
duction of inexpensive tools and equipment and use of new techniques,
materials, and designs would make a significant contribution in terms
of quality, productivity, and profitability. Some economic and market-
ing studies will be supported to determine the potential for employment
and income generation through the adding of value to various other
agriculture products including, for example, feed, essential oils,
sugar, peanuts, and cachews.
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4., Institution-Building Features of the Aceh PDP

Some of the Aceh local institutions that should be strengthened
and improved through the technical assistance, training, commodities
and experience gained from the guided subproject design/implementation
activities include: the provincial Bappeda, the agricultural service
agencies, the cooperatives' service agency, the provincial industries
service agency, the BIMAS administration, and the public works/agri-
culture offices responsible for irrigation systems operations and
maintenance. Long-term technical assistance will take the form of
an agricultural plamner/proauction specialist to work with the Bappeda
for a three-year period, and a rice production specialist to work with
the agriculture service agency for a two year period. Some 119 work-
months of short-term consultancies will be provided for short-term
advisory assistance as inputs to other specialized endeavors. One
hundred and sixty-two months of training, both abroad and in-country,
is also contemplated. Subprojects which might be undertaken are
touched on above and discussed in more detail in Ammex B.10.

National-Level Support

The Directorate of Regional Development within the Ministry of Home
Affairs will provide central goverrment managerial support for the PDP.
Given the importance of this function, the experimental nature of the
Program, and the new administrative fimctions placed by the PDP on

this Directorate, outside expertise will be required. This will include
one technical advisor for a three year period, fourteen months of short-
term consultancies, and forty-eight months of short-term training in the
third countries and the United States. A more detailed description of
this aspect of the PDP is found in Part IV A of this Project Paper.



PART ITI. PROJECT ANALYSIS

A.

Technical Analysis

1. The Overall Program

The administration of rural development in Indonesia is relatively
centralized in terms of autonomy, althougi: there has been an effort in
recent years to ''deconcentrate' some of the power, in terms of local
level development under national level auspices and guidance. This is
the institutional envirorment in which the PDP must operate. Therefore,
central-local government linkages in the program are extremely important,
particularly given the experimental rural development approach proposed.

National level support for the overall program to date has been
firm. A Ministry of Home Affairs' decree was issued opening up the
necessary managerial structures. Representatives of the national Com-
mittees have provided guidance and direction and, in fact, insisted
that the PDP work to develop means of increasing the incomes of the
rural poor as directly and immediately as possible. The IFY 1977/78
budget prepared to assist with PDP-I plarming includes adequate funds
for the national goverrment as well as participating provinces to support
these efforts. The Govermment also plans to allow an increase in admini-
strative staffs for PDP implementation. Another indication that the
Program has a high priority is that it is found in rhe armual listing
of development activities requiring foreign assistance (i.e. the ''blue
book'). In short, the necessary national support for the PDP exists
and there is every reason to believe it will continue.

The approach taken with the PDP is an experimental, evnlutionary
one. As new ideas are found to work through the Program on a pilot,
small-scale nature, there have been numerous examples in the recent
past to support the belief that they will be adapted on a larger, nation-
wide scale (e.g. the creation of a nationwide agricultural cooperative
system based on a successful experiment in Central Java). Thus if
successful models are developed, there is good reazson to expect their
replicability.

The need for an evolutionary approach to local level rural develop-
ment efforts can also be argued from the recognition that it is extremely
difficult to reach the poor in any society, and much more so in a rural,
underdeveloped context with seemingly insurmountable economic, social,
and cultural problems. Precise, universal formilae for raising incomes
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of the rural poor in Indonesia do not exist. It is the purpose of
the PDP to work with various local govermments, under an umbrella
of nationial attention and concern, to search for some of these.

The role of information systems and the evaluation of pilot
efforts from economic, social and administrative viewpoints, thus
becomes critical. This will allow for redirection for false starts,
modification of programs if required and fine tuning of relatively
successful activities. Even errors, if properly identified as such
and analyzed, which lead to improved operations, can be considered
successful. Clearly this is a learning process.

The above approach to the PDP argues strongly for experimentation
and the necessity of being able to revise plans during implementation,
The Government of Indonesia and USAID recognize this and implementation
arrangements are designed accordingly (see Part 4B below).

The necd for an open approach, however, cammot be *taken to the
extreme: Provinces are too vast in geographical size; local goverrment
institutions too numerous; meanings of rural development too all-
encompassing; and possible programs too large. The PDP acknowledges
this and has attempted to put parameters on the Progrum. These include
a geographical focus within participating provinces; a target on in-
creasing rural income directly and immediately; and a selection of a
limited number of activities and functions within a limited mumber of
local goverrment institutions. To attempt more within a four-year
project would be impossible.

The above overall approach and design are deemed valid and appropriate
given the political and administrative enviromment in Indonesia. Amnexes
B.9 and B.10 present detailed techmical descriptions and inalyses and
cost estima“2s of the tailor-made programs for Central .Java and Aceh.

2. Envirommental Analysis

This Program is mainly one of institution building at the provincial
and sub-provincial levels through the provision of tectmical assistance
and training. A variety of small subprojects associated with institution
building will be funded also. These subprojects may vary from ones pro-
viding animal and poultry breeding stock to stocking of small fish ponds
to repairing small irrigation systems and farm to market roads. Some
funds will be used for local credit programs. The amount of funds that
may go into subprojects involving physical construction activities is
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relatively small, mainly for repairs and rehabilitation rather than

new construction, estimated at less than $3,000,000 spread over seven
kabupaten in two provinces and over a period of four years. Neither
the individual subprojects nor the cumlative effect of all subprojects
(due to geographic dispersion) could be considered as being a major
action which will have a significant effect on the human environment.
Therefore, a Negative Determination is recommended that an Envirommental

Assessment will not be required. (See Jakarta 9468 dated July 15, 1977
for more extensive discussion.)

However, it is recognized that appropriate concern for the environ-
mental impact of an activity should be incorporated into subproject
design and implementation, as a part of overall analysis to determine
the real benefits and real costs of an activity. Therefore, the technical
assistance and training aspects of the PDP will give attention to improving
the Indonesian awareness of envirommental concerns in project design.
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B. Financial Analysis

1. Budget Analysis: The following table presents a sum-
mary of the estimated costs of PDPI, broken down by major
components. The total cost of the four-year Program is
$12,300,000 of which $1,938,000 represents a foreign ex-
change element. It is recommended that AID contribute
$8,000,000 for 65% of PDPY costs. Included in the AID con-
tribution would be all foreign exchange costs plus $6,062,000
of local currency costs, $2,000,000 of the AID contribution
will be a grant for technical assistance and training (to be
obligated at the rate of $600,000 in FY 1977, $400,000 in FY
1978 and $1,000,000 in FY 1979. The remaining $6,000,000
will be a loan for various costs including execution of acti-
vities and evaluation. Details regarding the cost estimates
are found in Tables 1, 4 and 7 of Annex B.13.

These cost estimates reflect the Central Java and Aceh
Programs which are described in detail in Annexes B.9 and
B.10, and which are partly illustrative of the types of ac-
tivities to be undertaken and are not meant to be exhaus-
tive nor meant to exclude possible other initiatives which
offer the best opportunities for addressing rural poverty.
Consequently, the budget figures are illustrative between
line items and are not considered immutable.

A grant/loan mix for PDP I was approved in the PRP.
Grant financing is necessary in order to build into the Pro-
gram a greater degree of flexibility and ability to respond
quickly to local needs than would be possible if all fun-
ding assistance were in loans. A loan/grant mix more clear-
ly demonstrates to the GOI AID's commitment to and involve-
ment with the Program. Furthermore, grant-financing of tech-
nical assistance removes some of the onus of the GOI having
to utilize "loan'" funds to pay the high costs (salary, support
and amenities) of the experts. In summary, grant funds are
used for institution-building more easily; while loan funds
are more acceptable as investment funds.

Tables 2 and 5 of Annex B.13 present financial disburse-
ment tables which display the costs of each Central Java and
Aceh PDP component by GOI fiscal year along with the AID and
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GOl contributions. By U.S. fiscal year, total AID disburse-
ments are estimated to be: FY 1978 - $1,779,000; FY 1979 -
$2,389,000; FY 1960 - $2,238,000; and FY 1981 - $1,594,000,
Grant disbursements over the same period have been projected
at $805,000; $736,000; $385,000 and $74,000, respectively,
(See Tables 3, 6 and 7 of Annex B.13)

In the PRP approval message, a question was raised re-
garding the validity of Section 103 - the food and nutrition
account of the FAA legislation for PDP I. It is believed
that the design of the overall program as well as the indi-
vidual programs for Central Java and Aceh clearly falls
within the nature of food/nutrition, and rural development
in particular, and that Section 103 is the appropriate
account. This is reflected on the face sheet.

2. Financial Viability Analysis: The PDP is a small-
scale, pilot rural development program sponsored by the Minis-
try of Home Affairs in Jakarta. There is no question concern-
ing the ability of this Ministry (and the central government
in general) to support the proposed limited Program in each
Province. One need only look at the annual expenditures of
the central government for local development through the
INPRES programs: Some $753 million is now being allocated
for these activities. Clearly, the central government has
the financial viability to support PDP.

This examination of the financial viability of PDP I,
then, focuses on the ability of the Provinces of Central
Java and Aceh, as pilot PDP provinces, given their existing
and projected financial resources, to implement the compo-
nents of their Programs, sustain them beyond USAID assis-
tance, and further expand them to other areas under their
jurisdiction.

The preceding table presented the local government re-
quirements for execution of PDP I. The Program has been de-
signed such that these are basically in-kind contributions
for such items as land, office space, and counterpart sup-
port with very minor financial requirements. The main source
of GOI financing will come from the Ministry of Home Affairs
in Jakarta. This is consistent with the overall long-term
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strategy for promoting rural development which has been am-
plified in the background section of this paper. The na-
tional government provides funds and guidelines for devel-
opment while local govermment is responsible for planning
and implementation,

Tables 2 and 5 of Annex B.1l3 present a breakdown of es-
timated recurrent, non-developmental costs necessary to
operate and maintain the physical, non-revenue generating
activities executed under PDP I once the Programsin Central
Java and Aceh end. The some $300,000 to be budgetted for
by these local govermments for these purposes beginning in
Indonesian FY 1982/83 represents only .17 and 1% of the fi-
nancial resources annually available to Central Java and
Aceh (and their participating kabupaten). Thus the recur-
ring operational costs should not present much of a prob-
lem and are thereby reasonably well assured. Furthermore,
to the extent possible, the generation of revenues for
self-sustenance will be built into subprojects. Regardless,
(i) annual program plans as well as plans for all specific
activities proposed for financing under the Program will be
required to pay attention to the needs for operation and
maintenance, and (ii) there will be a special borrower co-
venant in the Project Agreement requiring an effective
operations and maintenance program for PDP I. It should be
noted that the former requirement is standard for all
INPRES programs. (In fact, the Ministry of Home Affairs
has issued directives requiring that a percentage of IPEDA
land tax revenue receipts be utilized for 0 & M of INPRES
financed projects). Thus, AID's counterpart (the DGGARA)
at the national level is well aware of the difficulties in-
herent in local government maintenance and adequate atten-
tion will be focused on the matter.

Given the small-scale, relatively low-cost nature of
the activities being proposed for PDP I implementation, it
is felt that Central Java and Aceh will have the financial
means to expand into the rest of their Provinces on a limi-
ted basis. It will not be possible for them, however, to
expand their coverage as intensely and comprehensively as
being contemplated for the PDP kabupaten. (This is one
measure of AID's additionality). However, as noted in the
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technical analysis of the overall Program, it is difficult
to separate local from national government finance in Indo-
nesia. Therefore, when successful models for rural develop-
ment are developed and proven under the PDP, it is reason-
able to believe that the central government will step in and
provide the additional financial means for its expansion not
only for the rest of the two PDP Provinces, but for the na-
tion in its entirety.

3. Proposed Methods of Financing: The costs of PDP I
have been divided into three financing categories: (i) tra-
ditional direct procurement; (ii) fixed amount reimburse-
ment (FAR), including advances; and (iii) local currency di-
rect disbursements.

It is proposed that traditional direct procurement be
limited to AID Geographic Code 941 countries plus Indonesia.
The major items to be procured in this category are for-
eign technical advisory services (estimated at $1,120,000),
overseas training (estimated at $339,000), and commodities
(estimated at $339,000). Selection of the AID financing
category for materials and equipment items were generally
based on (1) a preference for direct procurement whenever
this would not adversely affect the implementation of the
Program and (2) where the item is manufactured.

Fixed amount reimbursement financing has been utilized
in the past for the rupiah implementation of USAID's rural
development portfolio. There are limits, however, to the
use of this disbursement system under the PDP. Since the
84 million to be targeted at each participating PDP pro-
vince represents an addition to the usual fund allocation
to permit these provinces to undertake rural development
focused on the poor, on an experimental basis, fixed am-
ount reimbursement would require the Ministry of Home
Affairs over the PDP's life to allocate resources it
sim»ly may not have. There are also some contemplated
local currency activities for which FAR is not appropriate,
such as the rural credit scheme for Central Java,

The alternatives would be to set up a system of fund
advances while still employing FAR and to directly disburse
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local currency. It would appear that both might be val-
uable for various aspects of the Program. Consequently,
USAID will approach local currency financing for the PDP
with the option of employing FAR; a system of advances
using FAR; and direct disbursement of local currency.

Every year, annual prcgrams will be drawn up by the
participating Provinces which will include detailed plans,
specifications and cost estimates for all subprojects and
activities. These will be reviewed and approved by the na-
tional Steering and Technical Committees as well as USAID,
prior to implementation. At that time, an agreement will
be reached on the predetermined amount of local currency
costs to be contributed by AID as well as the most approp-
riate methods of local currency financing.

4. GOI Budgetary Procedures and GOI Contribution:

One of the major characteristics of the PDP is its lo-
cal government institution-building nature; therefore, it
will necessarily have to work within the GOI budget cycle.
In January of each year, the Bappeda in Central Java and
Aceh will prepare a PDP budget submission for approval by
the national Steering and Technical Committees, and na-
turally Bappenas and the Ministry of Finance, to adequately
cover financial requirements anticipated for the upcoming
Indonesian fiscal year (beginiiing three months later in
April). The Ministry of Home Affairs will be given the
necessary budgets for Government contributions to local
currency needs to then be channeled to the appropriate lo-
cal government. GOTIfinancial disbursement procedures are
covered in Part IV of this PP.

C. Socio-Economic Analysis of the PDP

1. The Social Viability of PDP: In considering the
possible impact on the PDP on reaching lower income rural
households, an important factor will be the overall insti-
tutional framework in which it is evolving. Just as im-
portant will be the processes and procedures followed in
launching the Program and in working out the framework,
itself,
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First, the very fact that a program is being launched
with national backing and active provincial participation
which focuses its efforts on lower income groups, is in
itself a significant step forwards towards meeting the goals
of social justice. Government development programs in the
late 1960's and early 1970's focussed primarily on rehabili-
tating rural infrastructure (roads, bridges, irrigation
works) and on raising overall agricultural productivity.
Similar efforts went to upgrading the capacity and effici-
ency of the bureaucracy to implement a development program
in the rural sector. The government made substantial in-
itial progress in achieving its objective. But as in many
countries, the poor did not benefit to the extent hoped for.

Second, an overall different atmosphere is sensed in the
regions today, as compared with several years ago. This in
part may derive from a certain amount of disappointment
with the result of past development efforts, and a passing
of the euphor’” chat early success had generated. Indones-
ians from a wide variety of occupations and levels (inclu-
ding even the bureaucracy) appear to be taking a more cri-
tical look at the effectiveness of the development program
and its execution. Much of this initiative has come from
top levels of the govermment. Likewise, there are a sub-
stantial number of critical reports in newspapers which re-
fer to the negative impact upon the rural population of
certain governmental and commercial modes of operating.
Such an atmosphere is supportive of attempts to chart new
directions in attacking the problem of rural poverty. It
also encourages the transfer of successful and innova-
tive approaches from pilot areas to surrounding and differ-
ent regions - facilitating possible institutional spread
effects with a positive impact. (For instance, following
fairly successful experimental projects in rural nutrition
in several areas of West Java, the national agricultural
university involved (located in West Java) has been asked
to expand its program to two pilot kabupatens in Central
Java - starting in IFY 1977/78.)

Third, a very important consideration relating to the
potential successful implementation of the PDP is the fact
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that it has central government backing at the highest le-
vels. From the standpoint of provincial officials the
fact that the Directorate General of General Adminis tra-
tion and Regional Autonomy is one of the prime movers be-
hind the Program will have considerable influence on their
willingness to support its objectives. Bureaucrats at pro-
vincial, kabupaten (and even kecamatan) levels are sensi-
tive to new priorities and potential new criteria for mea-
suring success in their jobs. If they view that the cen-
tral government is strongly supporting the PDP (which many
appear to do), then there will probably be a better chance
that they will be more effective in implementing the Pro-
gram,

This awareness of high level administrative support
may have been a contributing factor to the positive res-
ponse received by the Bappeda teams on their visits to
the kabupatens and kecamatans. It is significant, for
instance, that the head of Central Java's Bappeda made a
d:liberate point of turning up at the opening sessions of
all of the initial visits to each of the kabupatens. Not
only did he specifically identify himself with the Program,
but he made the point that since elections were past (the
national elections were held in May, 1977), it was now
time to get down to the serious business of addressing the
problems of rural poverty. He also repeated frequently
that the PDP was a major GOI program. He was making the
point that the central government was interested (and ser-
iously committed) to targetting projects and greater
attention “o lower income groups.

It sho:ld also be remembered that the PDP represents
the first time the Ministry of Home Affairs will have en-
tered into an agreement with a foreign agency (bilateral
or multilateral). This greater openness is also reflected
in a number of initiatives being taken by this Ministry to
cooperate directly with such domestic institutions as the
Faculty of Economics of the University of Indonesia - an
institution whose faculty sometimes have been in the
forefront of legitimate criticism of governmental develop-
ment strategies. It should also be emphasized that the
PDP be recognized for what it is - a program conceived
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and managed by the Indonesian government, in response to its
perception of a basic need to help all the Indonesian people.

From a standpoint of central backing and GOI goals, it is
clear that there is essential, high level support for the PDP,
It also appears that the government is already thinking about
extending the PDP approach to other prov'nces - hoping to do
so in cooperation with AID as well as other bilateral and
multilateral agencies. (The World Bank, for instance, is also
getting involved with a rural development program in the Spe-
cial District of Yogyakarta).

The preceding discussion also has implications for the
motivational element of successful program implementation.
There appear to be a number of incentives to reach the poor
stemming from the national level support and interest in the
Program as a pilot effort, that should apply to provincial
and lower level governmental administrators. These include
new criteria for evaluation that don't focus merely on how
many miles of roads are built or electric power lines laid,
but how many small loans are channeled to small traders and
over what geographical area. Again, one must be cautious not
to overrate the importance of the PDP since administrators
have many responsibilities and demands upon their time - but
since it does represent a partial departure from the ordinary,
central level backing is an important criterion bearing upon
its possible impact.

With regards to the motivational aspect, there has been
a substantial evolution in the thinking of the Bappeda teams
with regards to clarifying the complicated determinants of
rural poverty, including institutional/structural const. aints,
The more open discussions that developed over time facilita-
ted a more probing inquiry into *he concrete problems facing
lower income households. Part of the change in the attitudes
of the Bappeda teams undoubtedly came as a result of their
perception of top level support and backing for the Program.
Part also came from the reception given the teams within the
kabupatens, and the openness and willingness of kabupaten/
kecamatan officials to look at issues of rural poverty, and
to examine the extent to which existing government programs
reach lower income groups. Several technical service officials
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commented that this represented some of the first times they
had specifically focussed on issues of concern under the PDP,
The Bappeda team members themselves also commented on their
own surprise at the openness and willingness of officials to
be frank at these discussions. As one said, it was a "misi
murni'" (a "holy" or '"pure' mission), and maybe that fact
helped to explain the responsive chord struck.

A very critical element with potential long term implica-
tions for the PDP, is the procedures of processes followed in
getting it off the ground. These have involved a very heavy
participation by kabupaten and kecamatan officials, both in
discussions and in offering suggestions for possible subpro-
jects. Not only were kabupaten and technical agency officials
responsible for collecting ideas on possible projects and
thrusts that would be of benefit to target groups, but camats
were asked to prepare suggestions for each of their sub-
districts. It is not that often that officials at this level
are asked to participate actively, at early stages, in deci-
sion making processes. The processes followed over the last
months even if nothing else were to happen, have already had
some success8 in achieving results. This comes from the
ground-level participation elicited and the 'consciousness-
raising" that has gone on. There are still a number of PDP
procedures to be worked out and presumably this process will
go on for a long time. But what i1s important is that a seri-
ous dialogue seems to be underway, looking for practical so-
lutions, and drawing on the expertise of officials at differ-
ent levels, and particularly the Bappeda.

In conclusion, an important factor in the replicability
of the PDP, in its possible spread effects, and in the incen-
tives encouraging bureaucratic support of Program objectives,
will be the overall administrative framework amd environment
in which it is being launched. A favorable environment is an
important ingredient that can help contribute to PDP's poten-
tial for achieving its objectives =~ having a beneficial im-
pact on the income earning capacity of the rural poor. As
this analysis has shown, there are good indications that the
overall institutional/administrative framework in which the
Program is being launched has the potential for a positive
impact on the attainment of PDP objectives.
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2. The Beneficiaries: The primary direct beneficiaries
of the Provincial Area Development Program will be the poorer
rural inhabitants of participating Provinces whose net in-
comes will be increased. This poor majority has largely not
been reached by past and present programs, conceptualized
and implemented at the national level, and designed without
the specificity required to address the problems of the bot-
tom half of the population. There is increasing evidence
that at least 507 of the people in the rural areas have not
benefitted from the modernization of the agricultural sector
which has taken place over the past ten years. Enhancement
of the provincial and lower-level rural development planning
capabilities comcommitant with the broader knowledge of re-
gional socio-economic-political conditions will allow this
kind of specific project design and implementation necessary
to benefit the very hardest to reach segment of the popula-
tion. The sharper focus of project design possible at decen-
tralized levels will simplify analysis of the role of women
and assure that they benefit equally through program imple-
mentation. Women will be particularly benefitted by sub-
projects which bear on activities providing supplemental
family income where women have been found to play a major role.

Aside from the rural poor, local and national government
officials will benefit from training (both on-the-job by the
technical advisors and the more formal academic short and
long term programs which will be arranged by PDP) in project
planning, design and implementation. Other direct bemefici-
aries will include leading farmers selected for training, and
employees and owners of small scale rural industries which
receive technical assistance.

The rural poor within the Central Java setting have already
been defined as those rural households which are landless, near
landless (0.5 hectares of land or less) and those with more mo-
derate-sized holdingsbut situated on lands which are less pro-
ductive due either to frequent natural disasters or infertility
of soils, Some two-million rural dwellers, representing two-
thirds of the PDP target area fall within this definition. All
institution-building features of the Central Java PDP as well
as subproject activities to be implemented are targetted on
these groups. For example, the entire agricultural development
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program seeks means to achieve agricultural production in-
creases while impacting positively and directly on the target
group. Thus agriculturally-related pursuits such as fishing
of public waterways, raising smaller animals while using feed
from public lands, the stocking of flooded areas with fish and
the more intensive use of forest-lands, have been selected for
experimentation and upgrading precisely because of the access
that the rural poor would have to such activities. Improving
local government abilities to intensify the productivity of
house gardens was also specifically chosen for this purpose as
even the "landless' have a home and garden plot, even if just
rented. The promotion of employment-generating rural industry
was also identified for its potential impact on the rural poor,
given that their farms are such that they must seek outside em-
ployment just to subsist. Rural credit is also an appropriate
vehicle for directly reaching the poor, coupled with the agri-
cultural and rural industry interventions, thus enzbling them
to enter into more productive and renumerative pursuits. As
women are integral parts of rural households, they will also
benefit from the PDP focus. On Java women play an especially
important economic role in securing cash income =~ particularly
for poorer households. As one scholar on rural Java has put
it "The household, as the basic unit of production and con-
sumption is in practice under the unequivocal authority of
women'',

The primary beneficiaries of the Aceh Program are the 80+
percent of its population who live and work in rural areas.
Per capita income is estimated at less than $50 in rural areas.
Unemployment is over il percent, and under-employment is much
higher. The average Acehnese lives outside a town, raises
rice on three-fourths of a hectare, and either owns his land
or works as a sharecropper. Acehnese are generally reluctant
to work as farm wage laborers, and traditionally those who
cannot make a living farming leave their villages to seek work
elsewhere. Since very little riceland is double cropped or
planted to secondary crops, farmers have a great deal of time
free and many farmers seek seasonal employment off the farm.
Women in rural areas participate in almost every aspect of
rice production. Some of them also sell vegetables, fruit,
flowers, nuts, sweets and flour. Many are engaged in home
industries, such as salt-making, mat weaving, and bag making.



The Program is designed to raise the income of farmers

through increased production in the wet season, expansion of
dry season cultivation and support to small rural industries.
As access to land for cultivation is open to all (unlike Cen-
tral Java) benefits are expected to be spread broadly. The
role of women in Aceh is such that they should benefit dir-
ectly from these approaches. Aceh is 98 percent Muslim, which
of course, implies rather stringent behavioral limitations on
conduct and activities of females. Nevertheless, the Program
will seek to achieve whatever balance prssible between men

and women in the direct training and assistance provided under
the program.

3. Economic Viability of PDP: The primRary objective of
PDP is to create the iInstitutional capacity within provincial
governments to plan, implement and evaluate, effective and
efficient development activities. Because of the institut-
ional development nature of this Program, it does not lend it-
self to traditional analytical techniques. Therefore, an al-
ternative approach has been selected to demonstrate the econ-
omic soundness of this project. It will be illustrated that
there is a need for a decentralization of authority, that pro-
vincial and non-central government officials have control
over a significant and growing pool of resources and that the
development of the institutional capacity to manage these
resources is important. Then, the process that will result in
the efficient allocation of resources within the selected sub-
projects will be explained.

One reason that the realization of economic potential in
rural areas has proven slow has been the lack of sound project
economic feasibility analysis. Examination of the economic
soundness of an undertaking often cannot be done at the nation-
al level in a country as diverse socially, economically, and
culturally as Indonesia. The missing ingredient is the capa-
city at provincial and lower levels of government to under-
take the economic and social analysis required to plan, ad-
minister, and evaluate discrete projects which are economi-
cally sound. The pattern heretofore has been to move ahead
with projects irrespective of their economic viability or lo-
cal interests, and this has been a key factor in the frequent
failure of rural and agriculture development projects in
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Indonesia. A main objective of the planning and evaluation
elements of PDP will be to provide the capability at the pro=-
vincial level to do the kind of sound economic analysis that
is essential for successful project development and at the
same time to develop the data base and statistical techniques
that are required to carry on broad based decentralized de-
velopment planning activities.

The portion of the national development budget that is de-
signated for allocation by provincial and lower level adminis-
trative bodies has increased in each of the past 8 years and
over this period it has increased by 6 times. One indicator
of the increasing responsibilities of provincial and local
level governments is the allocation of funds to INPRES Programs.
Between IFY 1974/75, the beginning of Repelita 1I, and IFY 77/78
funds allocated to INPRES have increased from near zero to
$753.2 million, or an average of $28 million per province, con-
sisting of:

INPRES Propinsi $180,723,000 or $6,693,000/Province
INPRES Kabupaten $158,167,710 or $ 243,000/Kabupaten
INPRES Desa $ 55,841,000 or $ 833/vVillage

In addition, special INPRES programs administered by local
governments (for health, education, environment and marketing)
total $358,425,600 - - an average of $13,275,022/Province.

The total provincial budgets, under the control of the
Bappedas indicate the economic responsibility of these provin-
cial planning authorities; in IFY 1977/78 the Aceh provincial
budget is $32.3 million, and the Central Java Provincial bud-
get is estimated at over $300 million. These budget figures
are a positive indicator of a large and increasing responsi-
bility for development and routine expenditures by provincial
and local government officials, and the GOI's commitment to
continue the process of sub-national development. Unless pro-
vincial staffs are prepared to deal with the swelling budgets
effectively, and efficiently the full potential for rural de-
velopment will not be realized.



Training and development of the institutional capacity
for sound socio-economic analysis at the Province level
(Bappeda) will be a key factor in the choice and mix of sub-
project activities. In the development of the Project Paper,
key economic sectors have been identified for future attention,
and emphasis in sub-project activities. Implementing and eval-
uating these sub-projects will be an integral part of the plan-~ -
ning, "economic learning' process for the participating local
officials and farmers. As the Program moves into its later
stages, where additional sub-projects must be identified,
planned and implemented, the opportunity will be provided to
develop and expand the socio-economic tools provided in the
Program through training and technical assistance. 1In line
with this approach, the sub-projects to be carried out over
the life of the Program have not been specirically identified,
although budget figures reflecting educated judgements of ex-
pected areas of emphasis have been developed based on prelimi-
nary evaluation of the respective provincial economies. It is
important to understand, however, that the nature and mix of
the sub-projects may and indeed probably will deviate from the
identified activities as the Program advances and local offi-
cials gain greater experience and expertise in project imple-
mentation.

The sub-projects form the focal point of development ac-
tivity in the PDP but because of the role they play in the
learning process, the details must remain unspecified at this
stage in the process. However, the social and economic sound-
ness of the individual sub-projects will be assured by the
process that will be used to dewelop the sub-projects. Local
officials will work closely with the Program's advisors and
trainers to use the economic/planning techniques they are be-
ing taught to develop economically sound and realistic projects.
This process of learning by =xample, and the extension of these
sound analytical techniques to the planning and implementation
of new projects under the guidance of the advisors will assure
the economic soundness of the sub-projects.
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PART IV - IMPLEMENTATION ARRANGFMPNTS

A. Analysis of the GN1's and AID's Administrative Arrangements

1. The Covernment of Indonesia

The Provincial Area Development Program will he under overall
direction and guidance of the national-level Steering and Tech-
nical Committees. AID's counterpart at the national level will be
the Nirectorate-General for General Administration and Regional
Autonomy (NGGARA) of the Ministry of Home Affairs. Bappenas and
the Directorate General of Housing, Ruilding, Planning and Urhan
Development (Cipta Karya) within the Ministry of Public Works and
Flectric Power will also nrovide national-level support for the
Program. In the provinces, the Rappeda will he the primary counter-
part responsible for guiding, directing and coordinating the tech-
nical service agencies and purticipating kahupaten (and kecamatan).

a. The National Steering and Technical Committees

Fstablished hv decree in Necember of 1076, (see Annex R.7)
to oversee all f{oreign-donor assistance to the local levels of
government in Tndonesia, these Committees provide an institutional
{ramework for PDP execution. The Steering Committec is chaired hy
the Director-Gencral of General Administration and Regional Autonomv
of the ‘Ministry of Home Affairs with the Deputy Chairman of Bappenas
for Regional and Area Nevelopment as vice chairman and (i) the
NDirector-Cencral of Cipta Karya, (ii) the Nirector-General for Rural/
Community Nevelopment (within 'lome Affairs), (iii) the Head of the
Iducation and Training Division of the Ministry of Home Affairs, and
(iv) the hirector of Regional Nevelopment of the Ministry of Home
Affairs, as memhers. The eleven-memher Technical Committee is
positioned at the DNirectorate level with the Nirector of Regional
Nevelopment as chairman, with other representatives fram the Ministry
of tlome Affairs, Rappenas, Cipta Xarya and the Ministry of Agri-
culture. The higher-level body is responsible to the !linistry
of Home Affairs and is charged with formulating policy and
puidance, monitoring and cvaluating foreign donor assistance to
local government units; while the lower-level hody is charged
with day-to-day operations and technical concerns. These Committees
are also requested to provide suggestions and recommendatiors to
the “inister of !lome Affairs for making use of the results of such
foreign assistance to the Government for much wider application.

Through .July, 1977, USAID has had only seven months experience
with these Committees. However, certain ohservations can be made
regarding their institutional strengths and weaknesses as they
pertain to the PDP. On the positive side the NGGARA chairing the
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Committees lends much authority and power to the PPP, particularly
in its relationships with the participating governors and Rappedas
(hoth of which report to the NGGARA directly). Secondly,
representatives of these Committees have given full sunport and
direction to the ™MP, which they view, for reasons expanded on
earlier, as a vehicle for assisting the Government in improving
its existing local government/rural development portfolio and
apparatus. And finally, by having high-level Rappenas and
Ministry of llome Affairs membhership, there are reasonahle expec-
tations that lessons learned thrnugh the implementation of

the PDP will be incorporated into national government programs,
policies, procedures and administrative arrangements. The main
drawback to this institutional arrangement, however, is that it
is composed of high-level officials, who, although extremely com-
petent, have heavy responsihilities aside from serving on these
Committees, and thus their full attention and access is not
always assured. This is not unusual, however, in the Indonesian
context and exists in numerous other projects and programs. This
weakness is recognized, on the other hand hy the GNI, and the
creation of a full-time administrative cell in the Ministry of
lHome Affairs for PDP hackstopping (see helow), diminishes greatly
the difficulties it would otherwise present.

h. The Directorate General for General Administration and
Regional Autonomy (NGGARA)

The Ministry of Home Affairs is responsible for all civil
administration in Indonesia and is divided into four DNirectorates
GCeneral., (See Organization Charts at Anmex R.14).

This Directorate General is the key link between this central
ministry and local government as all goverriors, bupatis, camats
and village chiefs report to the NDGGARA. Technical and adminis-
trative policies and guidance regarding local government organi-
zation, operations and overall functioning are responsibilities
of this Directorate General. Matters such as the degree of
povernment decentralization and regional autonomy are also within
the scope of its concern. Two examples of recent initiatives of
this Directorate (eneral are the creation of the Bappedas in 1974
and the establishment of the INPRES (local revenue sharing) programs
described earlier.

The Directorate of Regional Development within the NGGARA has
been designated as thc operating level manager for the PDP. This
Directorate is responsible for undertaking research and preparing
technical guidelines for the implementation of local level development
(e.g. the INPRES Programs and the functioning of the Rappeda);
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monitoring the prorress heing made in regional development;
processing, analyzing and evaluating the degree of success heing
achieved with regional development; planning special programs for
especially backward/underdeveloped and horder areas; and, most
recently, administering foreign donor assistance to local levels of
government .

The Directorate of Regional Nevelopment has five subdirecto-
rates. (See organization chart at Annex R, 15). The PDP will be
housed within the Subdirectorate for Rorder/*linus Area DNevelopment
and Imtcrnational Cooperation. Three full-time professionals are
being recruited to adequately cover the PDP and other foreign
donor activities as they arise,

The Directorate of Regional Nevelopment's role in the exe-
cution of the 'DP will he substantial in that it will provide all
national level backstop and support. Aside from transmitting
guidance from the national Steering and Technical Committees to
the field as well as analyzing and feeding information from the
province to the Committees, it will have administrative res-
ponsibilities including the management of host-country tech-
nical assistance contracts, arranging for overseas training,
the procurcment of equipment from abroad, and other logistic/
administrative arrangements. Although it has heen onerating
relatively well in the past some technical assistance
will be required given its new administrative functions
as well as the experimental nature of the MNP, Therefore, aside
from the technical assistance and training that will be provided
to the Provinces of Central .Tava and Acech, one full-time technical
advisor will he grant financed for three vears to support the
central government sponsors of PDP. In addition, there will
also be the need for short-term expertise (estimated at 14 worker
months) in specialized fields from time to time throuchout the
life of the Program. Training funds will also he reserved for
short and longer-term overseas training (estimated to be 2
vears in the U.S. and 2 years in other developing countries).
Some § 342,000 is being reserved for these purposes.

c. BRappenas and Cipta Karya

Rappenas, through its Deputy Chairman for Regional and
Area Development, has had a decisive policy guidance role to play
in the design of the PDP. It was the concern of Rappenas es-
pecially which has given the PDP its direct focus on the
problems of the rural poor and increasing their incomes as
directly and immediately as possible. Although not an im-
plementing agency, Bappenas is exnected to continue its active
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support for thc Program through its memberships on the national
Steering and Technical Committees as well as its deep concern
for spreading the henefits of development more broadly into
the rural areas. An organization chart for Rappenas is found
in Annex R 16,

Within the central government, regional planning respon-
sibilities are divided between the Directorate of City ana
Rdgional Planning (Tata Kota dan Daerah) of Cipta Karya and the
Directorate General for General Administration and Regional Auto-
nomy of the Ministry of Home Affairs., Prior to the issuance
of Ministry of Home Affairs Decree No. 309 of 1076 , foreign
donor projects assisting local-level planning (e.g. AIN's Area
Development Project Planning Grant No. 0238) were sponsored
hy this Directorate within Cipta Karya. However, given the
provision of management responsihility of the Ministry of Home
Affairs, the role of Cipta Karya appears now to he taking more
of an interprovincial planning focus. Thus, AID's Northern Sumatra
Regional Planning Project is managed by Cipta Karya, while the PDP
is being run through lome Affairs. Although Cipta Karya will not
he directly involved in the execution of the PNP, its membership
on the national Committees will provide valuable input into the shaping
of PDP,

d, The Rappeda

The PP invoives a complex mix of institutiorsat the provincial,
kabupaten, kecamatan and village levels of government, hut since
the focus for coordination and control will he at the provincial
level, a particularly important role is required for the Ranpeda in
participating provinces.

A hrief description of the Bappeda as an organization was
presented in Part TT of this Project Paper. This is augmented
hy Annexes R.17 and R.18 which present a formal organization chart
of the Pappeda as well as a translated version of the Presidential
Necree of 1974 which formally established this regional planning
entity. According to this decree, Bappedas are to assist the
povernors in determining policy for planning and implementing
provircial development projects. The planning functions of
Bappeda arc clearly stated: to coordinate planning among provincial
agencies, national agencies within the provinces, and kabupaten
level agencies within the province (Article 3c). Tqually clear
is the evaluation function of the Rappedas: to supervise the
implementation of regional development hoth in terms of evaluation
of and adjustments in programs and projects (article 3e).
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Formal authority is onlv as effective as the informal rela-
tionships underlving it. Given that Bappedas serve as staff
functions of the provincial goverrors, the personal relationship
between a Bappeda chairman and his provincial governor is a
key factor. This relationship varies by province. (For example,
in Aceh the Governor relies on the Rappeda heavily while in
Central Java this relationship is probably less close).

Another factor which influences the ahilities of the Bappedas
to perfomm their rnles is the depth of staffing and capabilities
of such staff. This again will vary by province. Some provinces,
such as Central Java, nave a full complement of full-time professi-
onal employees while others, such as Aceh, have several faculty
members from the regional university (Syiah Kuala lhiversity) who
have to divide their time and energies bhetween two institutions.
Overall, the Rappedas reflect the general scarcity of highly
trained manpower in Indonesia and will usually have only a small
nunber of top professionals with the others heing less skilled
in project planning and implementation. This generalitv is horne out

-in the Provinces of Central Java and Aceh.

Regarding the administrative environment in which Bappedas
operate in the provinces, at the provincial level of government
there is always underlying if not overt competition bhetween
offices. Provincial technical service agencies often view the
Rappedas as overlapping or perhaps even upsurping some of their
own planning authorities and responsihilities. There is often
an institutional rivalry with the Bureau of Nevelopment/Opera-
tions Room of the Provincial Secretariat, and the Rappeda; the
former being responsible for controlling the implementation of
local development projects.

The central government is keenly aware of the institutional
weaknesses and the administrative conditions under which the Bappneda
operate; in fact, one of the more important objectives of the PDP
is to build up the institutional capability of these regional
planning boards to allow for a greater degree of leadership in
rural development by subnational entities. The Rappedas have
specifically bheen designated as the official Project management
agencies hv the central government for the PPP to allow this to
happen. Therefore, (i) technical assistance and training will he
provided to improve the competence of the Rappeda staff; (ii)
subproject funds will he channeled through their offices to give
them more authority when dealing with the provincial technical
service agencies; (iii) the central government has given special
pemmission for the Ranpeda to hire/recruit additional staff for
"DP implementation; and (iv) the national Steering and Technical
Committees have placed their full authority and support hehind the
Rappeda and have allowed them maximum flexihility for PDP
implementation.
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e. The Provincial P Coordinating Committee

Although the Bappeda will play an active role in overall
planning and evaluation, the implementation of nrogram thrusts
and associated subprojects in the field will he the responsihility
of the relevant technical agencies and levels of government. 1In
order to assure a grecater degree of PDP coordination in the field,
a Provincial PDP Coordinating Committee is to he established
in each participating province which will bhe responsible to the
governor. The Provincial PDP (oordinating Committee will be headed
hy the Bappeda chaimman and will involve those service agencv heads
who will he most involved with the implementation of the Program.
Rappeda staff members who are charged with specific planning,
monitoring, and evalunating duties related to the PNP will also
serve as members. Representatives of other hodies which have less
direct implementation functions will also be invited to participate
in the work of the Provincial rfoordinating Committee from time to
time as required.

These Committees will carry out their coordinating functions
on hehalf of the governor. Under their direction, the hupatis
within the participating kabupatem will be responsible for the
coordination of subprojects and thrusts in their jurisdiction.

A member of the hupati's staff, possiblv the head of the <uh-
directorate for levelopment will act as liaison to the Provincial
Coordinating Committee. The bumati will also be responsihle for
coordinating and directing the camats and village level officials
in the target arcas. :

This administrative arrangement (which intersstingly enough
was preposed by hoth Central .Java and Aceh independently) is
viewed as a mechanism to draw closer cooperation and coordination
among the key provincial institutions involved with the PNP and
thereby avoid some of the problems described earlier. Actually,
the formation of comittees composed of key agencies involved in
programs and projects at local levels of government is a normal
administrative arrangement in Indonesia. The Inpres programs
also operatc in this manner in the provinces and kabunaten,

f. Technical Service Agencies

Since the PP seeks also to improve implementation
capahilities, it will deal closely with those local government
technical service implementing agencies whose responsihilities
impact directly on the rural poor. The technical strengths and
weaknesses of these offices in Central Java and Aceh are described
in great detail in Annexes RB.O and R.10. Appropriate ammumts of
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technical assistance, training, additional staffing, commodities
and subproject financing are provided for their institutional
hetterment.

2. ALD.

Given: (i) the experimental rural development nature of the
Program; (ii) the decentralized operations in the Provinces of Central
Java and Acch; (iii) the large mmhers of small-scale, non-standardized
activities contemplated for annual implementation: and (iv) the need to
begin planning for PPP IT (which will focus on three additional
provinces) immediately for F¥Y 1978 authorization, it is recognized
that therc will he a heavier than normal project management workload
placed on the Mission in undertaking the PDP. Therefore, one additional
direct-hire assistant general development officer to work with the PNP
project officer in Jakarta will be required. Tf this staffing require-
ment cannot he met, tnere is concern that imnlementation of PNP T will
not get adequate attention; and certainly planning of PDP IT would
be delayed.

Program Implementation Plan

1. Plan of Operation

The GOT has decided that the plan of operation for the PDP will
closcly follow, at least initially, the procedures developed for
the national Inpres programs, which themselves represcnt one of the
most important administrative innovations in the recent history of
Indonesian development. There is much merit to such an approach
for PDP implementation as Tnpres is a well-estahlished operation which
is capable of administering considerable amounts of money for the
construction of small-scale rural infrastructure in dispersed
locations (e.g. in TFY 1977/78, some $753 million is heing channeled
to local government under the various Inpres classifications). This
is also an appronriate mechanism as the PNPP provinces and kabunaten
arc already familiar with the procedures of Inpres and this will
make implementation of PNP that much easier. Tt is recognized, however,
that INPRFS to date is essentially rural infrastructure oriented
and thus the full applicability of its procedures to PPP execution
may not he completely valid. Thus over time, it is anticipated that
there may he changes in the procedures noted below. In fact, this
introspective, evolutionary approach is considered a part of the
PDP's learning process.

4, Tssuance of Instructions to the Provinces

lipon program authorization, the Ministry of Home Affairs will
issue a series of instructions to the Provinces of Mentral Java
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and Aceh which will detail the standard operating procedures for
planning, implementing and monitoring the overall Program and par-
ticularly the first annual cycle.

These PDP directives will lay down the hroad objectives of the
Program, the tarpet areas of focus, the thrusts for the individual
provinces, the nature of the subprojects within the individual
thrusts, and other important information already agreed to and
found in this Project Paper. Tt will then call on the provinces
(through the Ranpeda) to prepare detailed annual plans for implemen-
tation to commence in IFY 1978/79 (beginning in April of 1978) which
will include comprehensive information on the nature, location,
specification, cost estimates, benefit estimates, implementation
schedules, divisions of pesponsibilities and other relevant informa-
tion of all activities planned for the first vear of oneration.
Reporting requirements will also bhe specified at that time as well
as the payment procedures for AID funds and the local bhanking
institution which will be authorized to handle PP funds.

These instructions will be issued hy Nctober of 1077,
assuming project approval and authorization of AID funds. USAID
will review and concur with these instructions prior to their issuance
to see that they conform with sound proeram management and are
consistent with AID rules and regulations. This will be a con-
dition precedent to initial dishursements under the PNP,

The instructions to the provinces will include criteriafor the
selection of subprojects for implementation. (These criteria will
specify that subprojects must be: (i) targetted on increasing the
net incomes of the rural poor as directly and immediately as possible;
(ii) ° relatively small-scale,of a pilot nature, and capable of
execution within a reasonable time frame; (iii) technically, econo-
mically, financially, socially, environmentally and administratively
sound; (iv) capable of replication; (v) focussed spatially to maximize
the likelihood of heneficial linkages between subprojects under
auspices of PPP as well as other governmental efforts undertaken
(e.g. an INPRES road), to the extent possihle; and (vi) within the
framework, or major objectives, of the individual provincial programs.
Tt is not envisioned that financial limitations wili be placed en
the size of subprojects or that additional criteria will be placed
on the inclusion of higher-cost activities. Tt is to he remembered,
however, that all subprojects are to hegin on a very small scale
and only expanded in scope and size when proven, through evaluation,
to be sound in all respects.

National guidelines will he issued, thereafter, on an annual
hasis, folloving the format described ahove. ™e key addition,
however, will be for a provincial evaluation of the preceding
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year's experience, lessons which have heen learned, corrective
actions which will be taken, etc. This is to encourage

the local government to continue its assessment of its operations
and force corrective actions where required. This is consistent
with the experimental, evolutionary approach of the PDP.

h. Preparation of Provincial Plans

Upon receipt of the PNP instructions from the central
government, the Provincial Coordinating Committece will meet to
outline its strategy for preparing the annual plan (and evalua-
tion). The BRappeda will play a major role in this, exercising
its authority hoth as the regional planning bodv and chairman of
the Committee. Approximately three months will be scheduled for
the preparation of detailed plans, designs, cost estimates, im-
plementation and monthly disbursement schedules, division
of responsibilities for activity execution, designation of respon-
sible individuals and all other information required.

The Rappeda will put the entire package together in sumarv
form, along with the technical approvals of provincial service
agency heads, and present it to the governor for his review and
concurrencc. It will then be passed on to hoth the NGGARA and
USAID in Jakarta,

c. National Steering/Technical Committee ‘Meetine

By January of each year, the chairmen of the Rappedas
will attend a national Steering/Technical Committee meeting in
Jakarta. They will present their evaluation of the prior year's
performance, problems incurred, achievements made, policy matters
requiring national level attention, and the like. Thev will then
move into their institution-building proposals for the upcoming
year, relating them to the preceeding year's experience.

These Committees and USAID will then discuss and comment on
the proposals, offer constructive suggestions, discuss policy
concerns (c.g. does the program reach the poor), and end with a joint
agreement on the proposed annual program. This approval will be
based on whether the participating provinces are folloving the overall
guidelines and procedures laid down for the PP and whether there is
an actual institution-huilding, learning process taking place, consis-
tent with the experimental evolutionary, rural development approach
of the Program. The discussion and approval will not be technical
(i.e. the technical validity of a poultry project in anv village);
the assumption is made that the local implementing agencies, with
the PP technical assistance and training provisions at the local
level, have the capability to make such technical judgments. The focus



.52-

will remain on the overall institution-building features of the

PP, not individual subprojects. This is in keeping with the
expressed desire of Steering/Technical Committee members to delegate
responsihilities to the lowest appropriate levels.

d. Release and Transfer of Funds

Approval of the annual program plans will become the
basis for disbursing GOI and AID funds during the upcoming fiscal
year (which begins in April). On the GOI side, the summary
monthly disburscment schedule of expenditures by province will
serve as the basis for the Ministry of Finance's release order
(SKO). This document, with the monthly schedule attached, will
be conveyed by the Ministry of Home Affairs to all participating
provinces in earlvy April. Simultaneously the central Bank of
Indonesia will convev the SKO and schedule to the specified local
provincial (and district) banks, along with instructions to pay
out funds up to the amount shown against: (a) actual requirefients
as certified by the designated project officer and the treasurer
of the activity for those projects which will be implemented
under force account (as a poultry project); or (b) contractor
bills which have heen certified by the designated project officer
and treasurer for those activities requiring private contractor
assistance. (Regarding the latter, it is noted that payments to
contractors are made in five installments for work actually
completed: the first payment of 25% of the contracted amount is
made after 30% of the work has been done, etc. "hen the last payment
is made, 5% is withheld and paid after the maintenance period is over).

On the AID side, too, the annual program plans will form
the hasis for dishursements during the year, utilizing traditional
direct procurcment or payment procedures for foreign exchange costs
and fixed amount reimbursement (including advances) and direct
disbursement mechanisms for local currency costs where appropriate.
For local currency items, an agreement will be reached with the
government, after the January national Steering and Technical
Committee meeting, regarding the predetermined amount of local
currency costs to he contributed by AID and the Government as well
as the most appropriate dishursement procedures.

e. Implementation of Annual Program Plans

Implementation of the Provincial Area Nevelopment Program
will be the resnonsibility of the participating provinces. With-
in the provinces, the Provincial Coordinating Committees and the
Rappedas will have overall coordinative fimctions while the exe-
cuting agents will he the technical service agencies and the kabu-
paten and kecamatan, depending on the activity.
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It is envisioned that most of the activities undertaken will
be: performed by the local governments either under force account
or with the use of private local contractors, whichever is more
appropriate. This is consistent with the local government
institution-building, learn-by-doing, pilot project focus of PDP,

f. Monitoring

Aside from the annual national Technical and Steering
Committee reviews, there will be more periodic supervision of
the Program which will he performed hy the Directorate of Regio-
nal Development, the Rappeda and USAID

This monitoring will look into the physical progress taking
place, the number of people trained, field related problems,
etc. At least once annually, representatives of the Nirectorate
of Regional Nevelopment will visit the participating provinces,
confer with the Provincial Coordinating Committees and the
Bappedas and make on the spot inspections of a number of activi-
ties. The USAID PDP staff will attempt to accompany the Ministry
of Home Affairs' representative on this review.

Within the provinces themselves, the Bappeda, through its
monitoring and control functions, will make periodic inspections
of all activities executed under the PDP. A final inspection
will also be made upon completion of subprojects. The USAID PDP
staff will also attempt to accompany the Rappeda officials on
this visit.

A PDP implementation vlan network is disnlayed as Annex B.19.

An example of how subprojects might pass through this procedural
system might be useful. When a Rappeda receives its annual instruc-
tions from the national Steering and Technical Committees, it will
call the Provincial PDP Coordinating Committee into session at which
time past performance of the PDP will be reviewed, national guide-
lines discussed and agreement reached on the overall strategy for
the upcoming year. At that time, particularly successful endeavors
might be highlighted for expansion and less successful pilot efforts
either redirected or dropped altogether. The most responsible
technical agencies and levels of government for each of these acti-
vities would then be called upon to develop their portion of next
year's program over a period of three months. The Rappeda would
work with these technical representatives to develop these subprojects
and ensure their social/economic/administrative viability. Naturally
the technical advisors #nthe provinces will be intimately involved
in the process. At the national Steering Committee meeting in Jakarta
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the overall provincial program as well as individual subprojects
will be presented and reviewed. When approved, the province

will have an additional three months (January through April)

to further refine the upcoming subprojects as well as modify

them, if requested to do so by national officials. Implementation
will begin with the release of funds at the beginning of the

new fiscal year. During execution, there will he periodic
inspections hy the Rappeda, the Directorate of Regional Nevelop-
ment and USAID,

2. Contract Administration for Technical Assistance

A single host-country contract for all technical advisory services
for the PDP Provinces will he negotiated, executed and administered
through the NGGARA. This contract will be grant-financed to cover
a1l foreign exchange costs and local currency costs for housing,
utilities and other in-country personal exnenses of the consultants
on a rcimbhurseable basis. (The GOI will provide office space, local
transport and per diem.)

There will also be a separate grant-funded full-time technical
advisor to the central government sponsor of the Program., This indi-
vidual will probably also need short-term expert assistance in speci-
alized fields from time to time throughout the life of the Program,
This individual should not he an employee of, nor have any organiza-
tional or financial interest in the firm selected to provide the
contractual technical advisory services to the participating provinces,
This advisor, by reason of his position and location, will undoubted-
ly be involved in planning and developing future PDP programs, as well
as providing advice to the central government which could affect the
advisory assistance being provided to the local government. Complete-
ly separate and distinct sources of advisory assistance at the two
levels would avoid conflicts of interest as well as undue influence
on the advisory assistance provided at the lower level. However,
occasional additional short-term exmert/specialized advisory assistance
deemed necessarv at the central level could be made availahle from
either separate individual sources or from thc firm providing services
at the local levels.

The technical advisors at the central and local levels will be
responsible for assisting the govermment with arranging training
programs overseas and the procurement of commodities from abroad.

3. Plan for Evaluation

Given the open and evolutionary nature of the PP as well as the
recognized difficulty in reaching the rural poor, evaluation becomes
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one of its more significant aspects. The purpose of the evaluation
program, then, will be to: (i) monitor progress toward attainment

of the Program's goals; (ii) assess the socio-economic impact of the
developmental efforts on the target groups; (iii) identify problem
areas and constraints which inhihit progress; and (iv) feed relevant
information back into the decision-making process of continued
planning, organization and implementation of PNP, nationally and local-
ly. The PDP evaluation will emphasize the assessment of the impact

of the inputs rather than monitoring the execution of those inputs
(which was covered in the monitoring plans).

Fvaluation rests with the provinces and their Bappedas. The
provincial planning bodies will estahlish reporting svstems to gather
and analyze relevant data on individual program thrusts as well as
subprojects within those thrusts. They will also include evalua-
tion as an integral component of their programs. To carry out the
more intensive aspects of such evaluation (including complete studies
of villages, as well as interviewing leaders, project nersonnel and
samples of recipient households) a local university (or umniversities)
in each of the provinces will work with the Rappeda. For example,
Syiah Kuala University will he involved with the evaluation of the
Aceh PDP while it is envisioned that both Diponegoro University in
Semarang and Satya Wacana University's Social Science Research
Institute in Salatiga will work with the Central Java Ranpeda on their
program. Such relationships should not only he useful for the actual
evaluation, but should also provide a valuable training function for
the provincial govermment.

As noted earlier, the national instructions to the field giving
PP guidance will emphasize the need for evaluation as a basis for
drawing up annual implementation plans. Therefore, unon authoriza-
tion of the PPP and upon receipt of the PDP instructions from the
Ministry of Home Affairs, the Bappeda will prepare its first annual
plan for evaluation, to he followed in subsequent vears hy similar
plans. Baseline studies will most likely begin in January of 1978,
prior to commencement of PNP activities. The full-time technical
advisors assigned to Rappedas will provide expertise and advisory
assistance in the entire process of evaluation.

C. Loan/Grant Administration

1. Loan/Grant Tmplementation Plan

1. PDP T authorized by AIN/W, Septemher 15, 1977

2, TProject Agreement negotiated
and signed (grant funds). September 25, 1977
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3. lLoan Agreement negotiated and
signed. Necember 15, 1977

4, Conditions precedent to initial
loan dishursement met. March 15, 1978

5. Host-coumtry contract executed
for TA for PDP Provinces. September 1978

6. Project Assistance Completion
Date (PACD). March 30, 1082

2. The Loan/Grant Agreement

Attachment G presents a draft of the PDP I project description
as it is proposed for the loan/grant agreements. In addition to
the usual conditions, the loan agreement will include:

a. ronditions Precedent to Initial DNishursements

Netailed instructions and guidelines from the Ministry of
Home Affairs to the provinces which will provide standard
operating procedures for planning, implementing and monitoring
the overall Program.

b, Conditions Precedent to Commencement of Annual Subactivity
Programs

Prior to the cammcncement of the annual program in each PDP
Province, the Borrower and A.I.D. shall review and approve in
writing, the annual objectives, approach, plans, listing of
activities, cost estimates, implementation schedules, operations,
plans and other relevant information including disbursement
procedures for each of the subactivities, so as to pemmit a
judgment on the feasibility of the annual program as well as
individual activities.
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ANEX B-§

AREA D TUIOPMENL ¥ WJECT
PLANNING #238

PROVINCIAL A DEVTLOTTRESTT
PROGRAM ( PDP)

RABLTALE PROVIN. Il PLANNDG &
MANAGEMENT TRALNING #0237 (RPPEHT)

3-vear $0.5 million grant to irprove
pruject developzent capability of &
geographically dispersed BAPPEIRS

through: (1) Short-term (2-4 ron-
seccmdmm: training in Asian con

tries for 18 BAPPEDA otficials,
(2) shori-term (6-8 mm/EAPPEDA)
ical assistance tc helr develeop
etwurn agricui- xral projects
tation with provincia!

&l

resources.

4-vear $4.0 million per province prant/
ican to help improve capabilities of
central and ‘ocai pgoverrm.nt agencies
to undertake focused rural 4*\'810,1'@
acivities a:’_n:d at directiy raising
rral poor. will dssib"
ermients to: (1) idemt
and constraints in existin
organizations, programs and activ
(2) plan measures to overcauc defi-
ciencies: (3) evecure and manage
responsive demonstration/pilot projects
and activitiss; and (4) evalua

OrFRATIONAL
THEUSTS |

Short-term, intensified project de-
sign/develoyent only (i.e. pricr
project identification and subseguumnt
implementaticon is not part of pro-
ject), focused on BAPPEDA.

P elinam of long-term projec
identification, pricritizics
., irplementation, 04 and
ticn, focused on local goverTien.:
avel ].x:oxerhnr_—.tmn/ser\nce agencies
‘md EAPPED..

PROJECT
OUTPUTS

Single activity within single sec-
tor (agricultural or agriculturally
related).

Multiple act jvities in several taranted
sectors, but limited to those benefi-
cially impacting directly on rural
1ncomes.

resulrs.

) rm r.:faha ms er rlan for

liion
- owerall Mir

l¥-vear Su.&v =2
cl'v develc

frant Lo

LTy ot

Full spectrus of intermediate
ang long ¢ vowet/prograr
development/p aming W o bu
not including implementatiorm,
cused on BAPPEDA.

o=

Development aamind

: ‘aining profram ™ BrC-
incizl (incl ging DW'—"“') cx

1» Supaten persoinel o< home

forairs.

‘Ll*mle activities in muitiple
sectors, without liz-tation
within the region.

Limited to Home Affairs -
wide training program as s<7
forth in Master Plom.

Limited number of BAPPEDA and im-
plementing/service agency persomnel,
and small number of concerned local
ofticials, all for relatively short
period of time.

Several BAPPEDA staff, many provincial,
kabupaten, and kecamatan implerenting/
service agency persomel and officis’s
over relatively long implementation
period.

Most BAPPEDA and provin Clal
plementing/service agency stafl
and province level officials.
sver relatively long period
termittent in some cases.

in-

Home Affairs persomnel of Eau-
ation and Training Bodv (badan
Diklat) and national training
facilities; selected provincial
(including BAPP:TY) anc kabupaten
developrent aduznistration per-
sormel; intermittently over
re.atively short master plan
development period.

F}JOGN\PHICAL TNVLED
\JURISDICTIONH ERSCONNEL

IAL, COVERAGE

Limited area - generally withi~
single kecamatan (sub-district
of provinee)

aActivity area limited to two or more
contiguous kabupaten (districts
within province), but with subprojects
possible at all levels of local
governmert.

Activity area corrprises relative~
lv large region of four conti-
guous provinces, i.e. many kab
paten.

Ultimately country-wide applica-
tion to provinces and kabupaten,
when training program is imple-
mentea.

JOUNTER~
(TING & CO-

ADINATION

Public Works (DG of Cipta Karya)

is USAID counterpart. Coordination
and policy guidance by National
Steering Comrmttee chaired by Public
Works (Cipta Karya) with BAPPENAS,
Home Affairs and Agriculture as
menbers.

Home Affairs (DG of General Gowamn'

Affairs and Regional Sjutonomy) is USAID

coumnterpart. Coo:dinatim ard policy,

gaidance by Natiorzl Sreering Conmittee
chzired by Home Affairs, with BAPPENAS
and Public Works as m:z-ba‘s.

Public Worzs (DG of Cipta Karya)
is USAID counterpart. Coordina-
tion and policy gua.d;“ce by Nazi-
onzal S:ieering Comrittee chaired

Ministry of Home Affairs Educati-
on and Training Body (Badan Dik-
lat) is USAID counterpart.
Coordination and policy guidance

by Public Works (Cipta Karya), with by Director of Badan Diklat.

BAPPEMAS and Home Affairs as mem-
bers. (different comittee than in
BAPPEDA project).
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PTIME-~PHASED PROJECT INTER-RELA/ITONSHIPS

TSATD/TImONTITA Puee 2 of 2 AXNEX Bg
2UTAL “SVELOPVTNT PROJICT INTERZRETATIONSET'S RBevised Auquat 1, 1977

Fy7s | 1Q Fr 17 ! FY 18 FY Y9 FY B0 Fy 81

r/‘BAL' AL MAUTASY i E?:;::/f*" tL,AM?UNG

A, SUMATEA rAchj ) E..:Z}ﬂ B2

Pirat USAIL} effort in working directly viL‘\ lncal governtent, Dalan 34 PP EDA(502W)

legeri decjsion to <Zounterpart directly with USAID on the fellow-un PIP

Project follcwed after positive redults were dedonstrated by BAID techhical

agsigtance jprovided to first “wo BAPPN4s| (3ali and North Sumetra).

PP I [ 264) - Provinzes 7 i:an wnd Centhal Java A
L o . 22Tl (prcv{nces to be selected) . I ——t

—_—

a2

7 PP I (provinces 6 be selected)

to HRAPTETA Projert, conaliers
Project provinceh i.el, lentr 4
¥ ering opportunity for mere intemaiv
IXI will be pstterned along lines of :
ject to 3 additional nrovihces,

{ | 272 77 KSRT I (#0246) - Provinces of Aceh, North Sumatm,‘ West Sumatr: and Riau

in<gcope and objectives, Will orera‘e in at leaat
eh,; but Yocused on aifferent zeographic sites,

roadenpd agsisiance to those provinc_és. PLP II and

ith essentijly eame objectives, and each ¥ill extend pro-

[

I

©
Qo
L&l

] | | (posaible follow-on project)| NSRP 11—t
Regional vlasning effort ip KNajor Develorsent Region "A"t comprised of Norih Sumatra, Aceh, Riau and
West Sumatra. North Sumatia and Aceh are aleo RAPPEDA (Project #0233) provinces; and dceh is slsc ome
of firat two Frovinciml Arka Development Trogram (Prcject #02£4) provinces. All those|projects focus
on provincial BAPPRETAs, but using varying project approathes, aimed at differing targe} groups and at
differing levels of local govermaent; i.e., kecematan, bupater, provincisl, and regi¢mal (inter-
pra'n’ncial). An ideal opppritunity to work together ie also providad by this project th approximtely
the same group of COI/USAID collatorators (albeit in differing organizational modes) who are comcerned
with the planning and exectticn of the 3iFPEDA and PLP projects, and who zre comstantly sesking more
effective rural developmen} inftimtives. .

NSRP

OCTOBER 1, 1976

7T yppee T (#0237) Sy L oo

i KFP&MT II -| possible follaw=-on project —F_’_ _
¥sster-planning a rotionaljmetion-side Home Affairs traif ing progran focussd on streng&bened davelop=~
went planning & management; capabilities el the provinciz] & kabupaten levels of lccal government,
Firet step toward institutienalizing iraining & upgradi of local level cdevelopm.nt adminiatrators

KPP&AAT « that aTe benefitted on en dd~hoc and prizarily OJT basie|in the three foregoing projects, Ultimately,

- .1f a possible follow-on implementation of the master plah occurs, the resulting trainef personnel of
the implzmenting/service aksnoies and BAPPEDAs, will be pquipped to more e‘fectively updertake develop-
_ ment activities such as thbae cecurring in the foregoingl local level projests.
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ANNEX B.9
THE CENTRAL JAVA PROVINCIAL AREA DEVELOPMENT PROGRAM

ie Background Socio-Economic Conditions within the Province of
Central Java

The Province of Central Java is located in the center of the island
of Java. Topographically, it basically is composed of lowlands in the
northern coastal areas and mountainous and again lowland areas in the
south, with an upland plateau through its center. It is most notable for
its central geographic position in Indonesia and its Javanese cultural
heritage.

Compared with other regions in Indonesia, the level and extent of
physical infrastructure in Central Java is quite good. This includes:
a well-developed road system which has a ratio of 0.332 kilometers of
national, provincial and district roads per square kilometer and wide
coverage; large areas having irrigation (344 of rice land is technically
irrigated, 14% semi-technically irrigated, and 20% village irrigated);
over 1,000 kilometers of functioning railroads; and main harbors in
Semarang, Tegal and Cilucap. 1In terms of the distribution of the better
infrastructure (and associated with this, higher econcmic levels), there
is & "development belt" which runs from Tegal and Pekalongan, through
Semarang (the Provincial Capitol), to Salatiga and Surakarta to the east;
Yogyakarta, via Magelang and Klaten, also is on this "belt". Aside from
Semarang which is the primary growth pole of the Province within these
areas are the major commercial and manufacturing growth centers of the
Province: Tegal, Pekalongan, Salatiga, Surakarta, Magelang and Klaten.
More isolated growth centers have been acknowledged to be Cilacap -
Banyumas and Kudus.

Land use within Ceantral Java is broken down as follows: 1,047,000 ha
(30.3%) - wet rice land; 783,000 ha (22.74) - dry land; 581,000 ha (16.8%)
- house yards; 112,000 ha (3.3%) - estates; 656,000 ha (19.0%) - forests;
25,000 ha (.7%) - coastal fishponds; and 246,000 (7.1%) - miscellaneous
use (as urban areas, etc.).

Looking at Central Java from an economic perspective, agriculture is
the most important sector of the economy (accounting for 47% of the
Province's gross domestic product) with rice and palawija /non-rice food
crops, as soybeans, peanuts, corn, and sorghum) being the most important
crops. Live ‘c=ck is another important agricultural activity with Central
Java acting as the reservoir of livestock for Jakarta as well as West
Java. Commerce, finance, industry and mining are the next most important
sources of provincial gross domestic product (38%). In terms of employ-
ment, approximately 58% of the labor force is involved in agriculture,
13.2% in mining and industry and 14.1% in commerce.



Despite its lush tropical setting, physical beauty and natural endow-
ments (including 2 airly extensive expanse of fertile volcanic soils),
Central Java faces substantial problems of poverty and underdevelopment.
With a land area of 314,503 square kilometers and a population approaching
24 million, it is one of tue moat densely populated, non-urban regions in
the world (approximately 679 persons per squar~ kilomet=r). 82.6% of its
population lives in rural villages, eking out its econcmic livelihood at
near subsistence levels. Its rural populace depends heavily on agricul-
ture for its subsistence, with vrice cultivation a central focus of many
village activities. Yetf the average rural femily owns only hetween 0.25
to 0.33 hectares of agricultural land, which is extremely small. Further-
more, 40-50% o1 the rural populcoce own less than 0.1 nectares or else no
land at all. The typical village economy, thus, is one in which a
majority of the households are poor and remain dependent in part (or
wholly) on employment opportunities not strictly derived from thei- own
land. Averaege rursl per capita income in Ceatral Jeva is estimeted at
only $57 per annum, one of the lowest in Indonesia.

Trends in employment i.. the rural areas of Central Java have not been
favorable. Aside [rom vive snvious problems caused by increasing popula-
tions on very scarce luh.n, thore aave bpeen various techrological and
institutional tacters cortrivuting to the actusl decline in absolute
termg of employment opportunitios, particularly related to the harvesting
of rice which traditionelly hos vecn o significant source of rural in-
come. Three examples of such developments follow. TFirst, the new rice
varieties which are short and don't lend themselves to harvesting by the
ani-ani method (razor-typs blade which cuts a few stalks at a time) has
led to the increaged use of gickles. Secondly, the traditional harvest-
ing system under which participation in harvests was open to all those
wishing a share in iind, has bzen breaking down and is being replaced by
a system in whicn o vealthier individual (larger farmer or trader) assumes
regsponsibilivy for the hurvesy and sale of the rice crop. Finally, the
increasing use o rice miils requires less labor input than traditional
means whereby farnm workers voundes rice as the method of processing.

Other examples exist., It is sufficient to summarize that modernization
of agriculture in Central Java (particularly rice) has tended to Lenefit
the relatively weli-off &nd left the relatively less well-off, poorer.

?. Background Socio-Ecorouic Conditions Within the PDP Kabupaten

The Kabupaten of Demak, Kudus, Jepara, Pati ani Rembang are situated
on the northcoast ot Java, just east of Central Java's provincial capitol
of Semarang. Of its 170,000 hectares of land area, a major portion con-
sists of flood plains within the Jratunseluna River Basin. However, there
is also a diversity of other agricultural/ecological zones of cultivation
varying from lowland mountain ranges (Mt. Muria in Kabupaten Jepara and
portions of Pati and Rembang) to dryland areas (primarily in Rembang) and
coastal zones {the entire northern coast).
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With a combined population of some 3.1 million, between 90-95% of the
populace live in rural areas within over 1200 villages. Population
densities average out to 700 people per square kilometer with Kudus being
the most dense (1,143 per square kilometer) and Rembang being the least
densely populated (392 per square kilometer). Agriculture is the
dominant activity and provides approximately 80% of all employment;
followed by 6-7% on industry. Per capita income approximates $50/year
for the target kabupaten with one kecamatan having & high of $80 and the

low being $25.

Agriculture is also the predominant lend use with wet-rice paddy its
major mode, Of the total land area, 192,000 hectares (or 41%) is com-
posed of rice paddy lands. An additional 85,000 hectares (or 18%) is
composed of home garden lands. Cultivation of solely dry land crops
totals 106,000 hectares (or 22% of total land). Brackish water fish
ponds, which are found along the coasts, total 14,200 hectares and con-
stitute 3% of total land area. Aside from these small holder activities
(which incidemtally sccount for 85% of all available land), there are
forest reserves of 51,500 hectares and estates of 5,000 hectares; 11% and
1% of total land area, respectively. Roads and urban housing account for
the remaining 16,000 hectares (3%).

The problems of a sufficient and controllable water supply are parti-
cularly acute within the target area. The problems with water manifest
themgelves in many ways. For one, & full 40% of rice paddy land is not
irrigated in eny manner, which is high when compared with the entire
Province. Compounding this scarcity of irrigeted fields, &are large
stretches of the irrigated rice paddy lands which are subject to annual
flooding and innundation which includes over 60,000 hectares within the
kabupaten of Demak, Kudus and Jepara. Furthermore, two-thirds of this
flooded area suffers from poor drainege, resulting in the stagnation of
water in some locations for up to 6-7 months. (Coupled with these floods
is the transmission of tremendous volumes of silt along rivers flowing
into the areas.) In addition to the conditions of too much water in the
rainy season is the problem of drought during the dry season. (Demak,
for example, has had up to 20,000 hectares of rice destroyed by dry
season droughts).

Iand holdings are extremely small. The following table gives an
overview of the average amounts of land available per rural household
according to land-use classification; the percentages of land owning and
landless households; amd the awverage landholdings per landowner =- broken
down by each of the five kabupaten. From this table, it ~an be seen that
some 35-40% of the rural households own no agricultural lands, while the
remaining families hold approximately 1.0 hectares in combinatioms of rice
paddy, dry lands and home gardens.
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Table I. An Overview of lLandholdings in the PDP Kabupaten

Category Demak Kudug Jepara Pati Rembagg Total

1, No. rural 125,000 80,00 120,000 180,000 80,000 585,000
households

?. Avg. rice paddy o) .25 .20 .30 .40 %
ha per rural !
household

i, Avg, dry land ha 212 .10 15 .15 .4o
per rural house-
hold

4., Avg., garden land .12 .10 .20 .15 .10
ha per rural
household

5. Avg. total ha per .65 45 .55 .60 .90
ruyal household

(2+3+4=5)

6. % households 60% 45% 65% T0% 75%  60-65%
owning agricul-
tural land

7. % households L0o% 55% 35% 30% 25% 35-40%

landless

8. Avg. ha held per 1.1 1.0 .84 .9 80 1.0
landowner family

Some micro-level field research made in the target areas adds to the
picture. In an intensive survey in Kabupaten Demak, for example, it has
been found that 57% of the rural labor force is classified as farm
laborers and only 37% fall into the owner-cultivator category. In
secondary data collected from 11 of the 14 subdistricts in Demak, it is
further noted that of those farmers owning rice or dry land, 80% owned
less than 1 hectare. And in a sample of L4 villages also in Demsk, the
average landholding with farms of less than 0.5 ha averaged 0.3 ha.
Probably the most complete listing of landholdings differentiated by size
is found for Kabupaten Jepara where 43% of all rice-land owners hold less
than .25 ha while L4L6% of dry-land owners possess less than .25 ha.

Cropping patterns vary considerably within the region but consist of
several basic patterns. In the well watered areas (which as has been
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shown represents only a small portion of the total rice fields), rice can
be cultivated two times a year (with posasibly a short-term cash crop in
addition). In most rice fields, however, the rice crop (cultivated during
the rainy season) is followed with a dry-land food crop, or cash crop,

or both, In other locales dominated by dry lands, a combination of food
crops (such as maize and cassava) may be intercropped with peanuts, sweet
potatoes, etc., or followed in succession.

Rice, obviously, is the most important crop from the standpoint of
employment generation, economic significance and the percentage of culti-
vating households. However in stregsing the importance of rice, secondary
food crops (maize, cassava, peanuts, soybeans, sweet potatoes, green peas
and sorghum) should not be overlooked as an #imost equal amount of hectar-
age is devoted to it. Such crops as rice ana maize are primarily used fou
home consumption; cassava is also consumed at home, although primerily
sold in local markets; &nd peanuts, soybeans and peas are essentially cush
Crops.

In addition to food crops, farmers also cultivate cash crops such as
tobacco, sugar, cotton, kapok, cloves, coconuts and cashew nuts. While
these crops (often called small-holder estate crops) may be planted on an
extensive basis on the rice snd dry fields, in general they are found in
small amounts in the home gardens, as & supplement to basic food sub-~
sistence needs, (It should not be forgotten that gardens represent 20%
of the total land devoted to small-holder cultivation, and is the one kind
of land most universally owned: For many of the poorer households, home
gardens constitute their primary (if not sole) land resource, and their
most dependable production asset.)

A wide variety of fruits are planted in small amounts in the home
gardens immediately surrounding nomes of rural inhabitants. In sore
locations, there are systematic efforts to cultivate improved varieties
of such fruits as mangoes, oranges, and rambutans. In Jepara, 93% of all
peasant households plant fruit. It is interesting to note that fruits
are primarily cash crops for sale: only 3-5% are consumed at home, while
95% are sold for shipment out of the area.

In addition to the cultivation of agricultural crops, most rural
households are involved in one way or another in the raising of livestock.
As one would expect, however, the degree of participation depends on the
size animal., It is evident that large livestock (horses, cows and
buffalo) are somewhat thinly distributed throughout the rural landscape
(although Kabupaten Rembang is an exception with an average of one cow
per household). Goats and sheep constitute an intermediate form of
livestock although ownership patterns indicate that only some 10% of
rural households own such animals. Duck breeding also appears to be a
significant rural endeavor. Chickens are the most universal form of
animal husbandry with both landed and landless owning 4 to 5.
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Sin-e four of the tive PDP kabupaten border the sea, fishing plays a
role on the economy of the target area. Five percent of the villages in
these kabupaten are classified as rishing villages with their economic
livelihood centering around marine activities and brackish water fish
ponds (tambak). In general, more employment is ; nerated from the marine
t'ishirng than the brackish water fi:h ponds. These¢ villages are con-
gidered Lo have some of the most deep-rooted problems of poverty and the
problem appears to be getting worse. The deteriorati.i; conditions are
the result of off-shore trawi«r operations and motorization of fishing
vegsels (which has nelped the better off but contributed to increased un-
employment L/ the poor). And finally, although tambak ponds play a
sign:ficant rule in the economies of this coast~! zone, there arc¢ indica-
tions that ownership patterns are skewed to the . latively more well-off.

Before ler. ng the area of figheries, it should ke : Hted that in

addition to L:uuak and oceen fishiing, there are subs:i . 121 percentages
of rurail inhaebitants whn . ~om public waterways (as irrigation
canals, pools, river: nni ‘fooded rice 'ields). Moreover, this is more

prevalent among the poorer strata of village society. The catch from
such public wate wnys varied (§n 19745) from 7?0 tons in Rembang and 10
tons in Jerszva oo 344 toas in L.ood-prone Devih,  This catch has an
important . ood and income Cupplementary fun: son, particularly among
the rurai poor.

In addition to income earning opportunitiern Jderived from wgriculture,
animal hugbar iry snd fisheries, employment is &also generated by small
indus'ries in the PDP recion, ni well as by larger industrial enter-
pric s,  The nature .00 e small industries sector is described later.
Regarting the lareer opecations, Kudus is its center where 30% of the
district's population is enzaged in these enterprises, such as sugar and
clgarette factosiss, the Jatter being very loi sr-intensive.

One of the most imporvwanht insights emerging from recent micro level
studies in rural Java is itnat there is differential access to spenifice
forms of employment, and that a housenold's control over certain critical
rescurces (as ‘and and capital) is a primary determinant or the kinds of
options that nre available. Jn particular, rural families with limited
regources of land and capi-al are increasingly forced into amccivities
with very low returns ver .our (during slack periods of demand for labor)
in order to meet subsistence needs. Such activities include mat
weaving, collecting sap from coconut trees to make sugar, raising small
livestock, collecting snails and plants in canals and rice fields, home
garden cultivation, fishing in public waterways, preparation of food for
sales, small trading operations (often with a capitalization of $1), etc.
These actlvities are usually abandoned during such periods as trans-
planting and harvesting, when the demand for labor in concentrated periods
of time and the returns per hour are relatively high.
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While the amount of land controlled is a primary determinant of income
opportunities, the availability of credit is also & critical constraint,
Credit allows the poor to expand their income-earning options; e.g., step
up their very small trading operations, improve their handicraft products,
increase their food preparation business, purchase additional livestock
and so forth. Where the poor have access to capital borrowed from money
lenders, the high percentage which must be returned to the owner of the
capital, keeps net returns per hour of work low,

3. Detailed Description of the Central Java Provincial Area Davelopment

Program

The Central Java PDP acknowledges the severe socio-economic coaditions
within the Province and five targeted kabupaten and attempts to deal with
the preassing problems of the rural poor through improving the capabilities
of local government to plan, manage, and evaluate the following inter-
related "thrusts'": (i) specially-designed agricultural activities which
address the problems of land scarcity and low productivity of partieular
areas; (ii) the promotion of employment-opportunities through rural in-
dustry expansion; (iii) rural credit programs targeted on the poor; and
{(iv! systems for subdistrict-level generation of ideas and implementation
of’ activities which attack the problems of extreme poverty. The rural
credit programs will be utilized as components of the agricultural and
rural industry components, as well as other needs of the poor (e.g. petty
trading). The kecamatan-level rural (-velopment program will also support
the agricultural and rural industry programs as well as allow for the
continual generation of new ideas and approaches to the development
problems under attack. The approach is experimental and evolutionary.
Evaluation and information systems therefore remain important components.

a. Agricultura. Activities Which Promote Broad-Based Participation
By the Rural Poor

As noted earlier, agro-socio-economic conditions within Central
Java as well as the Kabupaten of Demak, Kudus, Jepara, Pati and
Rembang are such that the introduction of modern agricultural tech-
nology (particularly rice) has not resulted in a broad-based distri-
bution of benefits to the rural population; in fact, the opposite has
occurred. This is not to say that there is no room for agricul-
turally-based growth which benefits the poor majority, only that such
programs need to be carefully designed and executed. What is re-

quired is a poverty-oriented sgricultural development program for the
area.

Institutionally, there are several reasons why such an approach
to agriculture has not taken place thus far. For one, agricultural
programs have tended to be based on national priorities which have
emphasized production increases with local government given little
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leeway to adjust to local conditions, Another partial explanation is
that agricultural activities have been carried out sectorally by
technical service agencies solely and without an area-wide perspec-
tive. A third reason is simply that there has been little encourage-
ment to date to analyze the distributive impact of government programs
and redesign appropriate modifications for broader-based participa~
tion. And finally, local government has had little flexibility in

its operations to undertake many of thc adjustments they mighit have
been able to identify.

The PDP with its built~in flexibility, national feedback
mechanisms, emphasis on multi-sectoral planning and management, and
introspective study of constraints on the rural poor, removes many of
these institutional barriers.

Based on extensive field visits to the five kabupaten by a
variety of technical consultants and interviews with government
officials from the provincial down through the village level, there
appear to be several broad categories of agriculturally-related local
government interventions which can reach the PDP target population.
Among them are: (i) utilization of public lands and waterways;

(11) intensified use of back-yard gardens; (iii) adaptations to the
periodic natural disasters plaguing the area; and (iv) the promotion
of a palawija production program. The objective of this thrust,
then, is to build up the capebilities of the Province to design,
execute and maintain such activities.

1. Utilization of Public Lands/Waterways

One possibility here would be the settlement of poorer
families on slopes designated for reforestation. Instead of
planting these areas with exportable wood-crops, fruit tree culti-
vation with intercropping would be promoted. Cire would have to
be exercised given the lands' relatively vulnerable, ecologically
fragile state. It is recognized that such subprojects are
limited, given the scarce lands available (e.g. in the Kabupaten
of Pati, caly 200 hectares are estimated to be appropriate for
such a program). Still, assuming plots of one hectare per family,
over 1,000 neople could benefit in Pati alone. Similar resettle-
ment programs might also be possible in swempy regions, if agri-
cultural possibilities for such lands could be developed.

Utilization of public waterways is a second example. In-
cluded here could be: (i) The public-expense stocking of irriga~
tion canals with fish (as the fishing of such channels has been
observed to be an activity confined to the rural poor since
returns are not high enough to justify this as an endeavor of
the better-off); and (ii) the stocking of the large areas which
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are annually flooded for six months or more (since during these
times, these bndies of water become public with access per-
missible by all). Both of these suggestions would require some
upgrading of fresh water stock breeding stations found in Kudus
and Rembang.

Livestoci, particularly for smaller animals, appears to have
large potentini. [or example, since feed for animals can be cut
from public lands such as the sides of roads and canals; ducks can
be placed into irrigation canals or onto idle paddy land to find
their own protein foods; and chickens in the villages are allowed
to roam free to find thelr own nourishment, such livestock acti-
vities are possible for the landless and near landless provided
other facilities, such as protection from disease, are available.
Given these characterisvics, possibilities exist to: (i) upgrade
the quaelily ot village chicken stock; (ii) provide ducks on a
loan basis to the relatively less well-off (this could have a
tremendous impact on the extremely poor coastal fisherman, many
of whom have been put out of work through the motorizaticn of
fishing vessels); ‘and (iii) lend goats and sheep (coupled with a
feeding plan) again to the poorer rural dwellers with a scheduled
payback in-kind.

Government, forest lands in the five kabupaten cover some
51,500 hectares (11% of total land area) and is administered by a
state-run company (P.T. Perhuteni). This land is utilized mainly
for planting of leng-lived torest species (as teak), the bulk of
which is exported. Fmployment per hectare on these lands is
extremely low and the land contributes little to the local

econamy. The problem is to some extent recognized by this state
company a& ‘! has gzone into the planting of mulberry in Pati for
silk production (which is labor intensive) as well as firewood

species and grasses for cattle in other kabupaten (outside of the
PDP geographical focus). Some additional immediate gains are
possible for the greater use of the margins of the forest lands
for purposes already recognized as valid (firewood, cattle feed,
etc.g. Species should also be tested which might not only serve
conservation purposes but also contribute more to the local
economy .

2. Intensified Use of Backyard Gardens

85 000 hectares of land (18% of total land area) within the
Kabupaten of Demsak, Kudus, Jepara, Rembang and Pati are utilized
a8 house yards. Since even the poorest own or rent some land
surrounding their house, it would appear that assisting them to
use this land more effectively and intensively would be a worthy
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effort. Despite the fact that such plots are already in some use
and poorer families would have the tendency to plant such areas
with crops with fairly certain (although low) returns (e.g.
cassava), there may be possibilities of introducing new varieties
of vegetables and fruits (particularly in those regions closest

to urban markets). Such gardens could also provide a great source
of nutrition for poorer rural families.

Another possible use of these yards concerns those areas which
are marginally flooded each year. The construction and stocking
of small ponds on thege lands would put otherwise unproductive
space to use. (This is covered more fully below and only mentioned
here for completeness regarding use of home yards.)

3. Adaptsations to Nutural Disasters

As ncted in the description of the five PDP kabupaten, the
enviromment in largze parts have deteriorated. Irrigation systems
which formerly were able to deliver water are no longer able to
do so. Areas are drier in the dry season and large areas now
flood which did not do so previously.

The problem of Miooding, which is the most significant of the
natural disasters ia the area, will be controlled in the long run
through technically-sophisticated, capital-intensive physical
infrastructure projects (Note that AID is currently financing the
final design of one of these; the Jragung Dam which will be
situated in Kacunaten Demak) as well as effective conservation of
mountaineous slopes which lie to the south and outside of our PDP
focus. Such solutions, however, are nationsl government respon-
aibilities piver their size and scope.

The siorter-term anelioration of the poverty resulting from
these natural disssters, however, is & local government function
and subject to small-scale activities at both the margins of the
flood areas and the adaptation of agricultural cropping patterns
to the present water regime.

The most extensive odaptation that has been made thus far in
the area has followed the introduction by the Agriculture Service
in Kabupaten Demak of & variety of sorghum which can be raised
successfully on the residual moisture in the soil following the
end of the t'looding season and is presently being raised on some
10,000 hectares ot land. The introduction of sorghum appears to
be the last non-rice grain or legume crop placed in the area for
the last three years. Evidently there is a break in the system
of linkages from the Central Research Institute for Agriculture



w1

(CRIA) in Bogor to the field. CRIA has already indicated its
eagerness Lo try to overcome this probles by conducting variety,
fertilizer, cropping pattern and other relevant field experi-
ments in the project area as well as simultaneocusly building up
the capacity of the local agriculture services to conduct such
tests in the future. This activity will also hook into the re-
search required for a palawija promotion progras (described
below) and the more profitable and intensified utilization of
house yards (described above).

A second adaptation of cropping patterns to the flooding
problem involves the use of small pumps placed along the rivers
flowing through the area to irrigate enough to move the pre-
flooding planting dates forward so that the harvest is taken
before the floocds., GSmall pump irrigation to finish up the rice
crop planted before the floods turn this crop from a rela‘ively
hazardous venture into & reasonably dependable one. Opportuni-
ties for such puap schemes will depend on the level of water in
the rivers and may consequently have some limitations. Protlems
of organization, coupled with the need to further expliore the
agricultural possivilities, argue for 4 pilot project approack.

A third sdaptation to flooding has oeen partially explored
earlier: {(a) The stocking of extensive shallow areas of waler
which remain ove. naddy land *ur months after the floods recede;
and (b} the digging . ._..i fish ponds and embanking them to
retain suflicient water as the floods recede to raise one or two

crops of fish. This latter activity has been done on a trial
basis and appears to be highly productive. A program to enlarge
the area for this purpose would involve both sn increase in the
capacity for production of fish fingeriings, both public and

private, and an extension program to show the farmers how to dig
the ponds and construct the embankments in the most effective
size and shapes and to put in the correct simple control struc-
tures.

A final possible adaptation to filooding would be the intro-
duction of floating rice varieties in appropriate locations. Al-
though such varieties eoxist, they have not teen introduced into
the five rabupaten, another indication of the brealdown in the
iinkage between research and field demonstrations.  Through
proper training of government rice extension specinlists and the
subsequent undertaking of adaptive trials inm the project area,
it s felt that those farmers who presently suffer from destroyed
rice crops, could be benefitted substantially.

SN




4. Palawiis (Secondary Food-Cnm[ Production Progres

Strictly in terms of agricultural production opportunities
within the PDP kabupaten, the greatest potential lies with in-
creasing non-rice food crop production, As noted earlier while
discussing cropping adaptations to the flooded areas, there fas
not been a systematic introduction of palawija cropping patterns
(multiple and inter-cropping among them) and varieties. This
applies to all locations within the five kabupaten and not just
the marginally-flooded locations.

However, siven the experience with the BIMAS rice production
program (discussed earlier) regarding the distribution of benefits
derived {rom the introduction of modern rice production techno-
logy, caution is exercised here, What is required, therefore, is
the design of a program which promotes the increase in palawijs
yields in which the small farmer can benefit. This requires a
pilot progres effort, carefully evaluated. As noted earlier,
CRIA has expressed an interest in assisting with this endeavor.

5. Proposed Assistance

All of the above agricultural activities, in fact, are felt
to be sufficiently innovative and untried to varrant an experi-
mental approach. This argues {or the selection of small field
testing sites within Kudus, Jepara, Rembang, Pati and Demak for
one-to-two years of trials (evaluating technical, social, economic
and administrative implications) and its gradual expansioa to
more area-wide coverage within the iast two years of the Progreas.

Provincial and kabupaten level technical agency representa-
tives (including the Agriculture, Animal Husbandry, Fisheries,
Estate Crops and Forestry Service Agencies), the Bappeda, and the
Bupatis will play major roles, inistrative arrangements will
vary by tvpe of endeavor contemplated. Some, such as the intro-
duction of improved palawiia varieties and practices, will be
solely an Agricultural Service operation. Others will require a
more coordinated approach and therefore suggest a strong role by
the bupati (e.g. utilization of public lands and waterways).
Still others might require a revolving source of flexible funds
and therefore warrant a more sophisticated organizational arrange-
ment, such &s a Perusahaan Daerah (District Enterprise.) Given
the variety of endeavors to be attempted, however, the Bappeda
vill have the role of overall coordinator, planner, moaitor and
evaluator.

A plan of operation for this entire effort will be drawn up
upon program authorization with assistance provided by CRIA
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coupled with the academic institution selected to service the
socio-economic svaluation needs of the Province. A two-year
experisental, institution-bullding prograz will then be prepared
under the 4irection of the Bappeda, which would specify locations
of testing sites, the agro-socio-economic models to be tested,
responsibilities for implementation, detailed costs and plans of
action. The actual prograz will begin in IFY 1978/79. It is too
early to provide details for later year actions except to add that
it will attespt to expand successful experiments on a wvider, pro-
graamatic coverage throughout the five kabupaten,

The above progras will require technical assistance, training,
commodities, financing for pilot sctivities and demonstrations,
and agricultural credit.

Technical assistance will take three basic forms. One will be
the provision of a rural development planner/prograzaer to work
wih the Bappeda over a three year period to assist with the
planning, testing, evaluation, prograaming and monitoring of the
proposed agricultural developsent prograz., The individual takiug
this position should have & strong background in rural development
administration, organization and operations. The second form of
technical assistance will be for short-term advice on various
aspects of agriculture such as horticulture, fresh water fisgheries,
forest resource managesment, poultry, livestock breeding, livestock
feeding, agri-business and food crop production to the appropriate
Agriculture Service. An estimated 30 work months of such
expertise, emanating from the U.S5. would be required. The third
aspect will be for the involvement of CRIA in applied secondary
crop research and training in the project area,

Trajining 8 & second necessary ingredient. Tnis training will
essentially be for officials of the Agricultural Services (Food
Crops, Livestock, Forestry, Estate Crops and Fisheries) and of
short-term duration at such institutes as IRRI in the Philippines,
and the International Crops Research Institute for Semi-Arid
Tropics (ICRISAT) at Hyderbad, India. Short-terz training at CRIA
may also be provided, Approximately twelve agriculture extension
specialists will be given this opportunity for periods of time
averaging six montns.

Pilot and demonstration projects will include settlement on
reforestation-designated areas; public stocking of irrigstion
canals; public stocking of flooded areas; poultry, ducks, goats
and sheep production programs; government forest-land utilization;
intensified use of home gardens; adaptive trials on flooded areas;
small pump irrigation programzs; construction of fish ponds on
marginally-flooded areas; introduction of floating rice varieties;
and secondary food crop production. Inputs will include
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agricultural inputs (as seed, fertilizer, small animals, finger-
lings), extension services, ssall-scale construction financing
and comzodities, Credit, although also a requiresent, will be
covered below.

b. Expansion of Fmployment-Oenerating Rural Industry

The target ares nas an unusually large number of small industries
(defined by the Central Bureau of Statistics as employing 20 workers
or less) including blacksziths; metal workers of several kinds in-
iuding brass; roof tile makers; floor tile makers; brick makers;
bamboo product sakers producing bird cages, various types of mats,
baskets, etc.; ceramic producers (vases, pots); small foundries; lime
producers; wood carvers; brown sugar producers; peanut processors;
salt makers; clothes makers; rattan product makers; Kapok processors;
and traditional cooking oil processors. It is estimated that 6-7% of
the rural labor force earns their basic livelihood from rural in-
dustrial endeavors within the five kabupaten. Over 100 clothes-
making firms employ about 2000 workers in the Kabupaten of Kudue
alone. Smaller numbers operate in other kabupaten. In Jepara, over
/OO0 people work in woodearving. Bamboo product manufacturers are
estimated at more than 1,000; tile and brick makers esploy & minimum
of 2,000; and in Pati, over 2,000 are cmployed in metal working.

This smal]l industry is characterized mostly by manual operations,
hand tools, hand operated machines, some power maclinery where
electricity or direct motor power is available, serving principally
local markets (althougn exporting ie not unknown), a low-to-medium
state of technoiogy, marginal vorking conditions and product quality.
There is some evidence of record keeping and planned shop layouts.
There is also evidence of a need for higher product quality and better
design and managecent practices; this includes marketing.

Problesms encountered with these rural enterprises fall into two
categories: Technical assistance and credit,

Many examplies of the need for technical assistance were uncovered
during field investigations: (1) A high quality brass product maker
new his goods tarnished after I months but didn't know about the
prozess widely used which could end the problem; (ii) a progressive
peanut processor wanted to find uses for the peanut shells but had no
Access to information on how to utilize the wastes; {1ii) the handi-
craft industry would like to expand its market and has attempted to
10 80 by introducing new products with little success and there is no
professiona] marketing assistance available; (iv) a blacksmith would
like to know ®ow to make new and different tools to sell; and (v) a
tile maker deyired training in the proper mix and use of clay and
sand,
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Problems of credit are just as severe a constraint. As an
exampie, it has been found that the clotheezaking industry has
difficulties in obtaining the capital required to buy new or
additional sewing machines although their costs run fram only $75-
$2L0. Aside from local money lenders which charge extresely high
rates (51 or more per month), the small entreprenews has little
place to turn.

The Industries Service is responsible for providing technical
assistance to rural enterprise in Central Java. It is charged with
direct extension services by introducing various skills to thoae
that will utilize them, particularly the wveaker industries. Attempts
are also sade to assist ssall industries with the problems of credit,
technology and marketing. Indirect extension is also offered through
classroom seminars and the like. There are many problems with this
technical agency, however, which constrain its capabilities to carry
out its responsidbilities, the most significant being its very ssall
extension staff (1-2 per kabupaten, and mone any lower) and its lack
of expertise in appropriate rural enterprises.

The requirements of capitel for small industry are well under-
stood by the government, as wvitnessed by the Kredit Investasi Kecil
(Small Industry Credit Progras, or KIK) and the Kredit Modal Kerja
Permanen (Working Capital Program, or KMKP) programs. The former
provides loans for capital equipment and the latter makes loans for
vorking capital. Both are channeled from the Bank of Indonesia to
subordinate banks (including Bank Rekyat Indonesia, Bank Negara
Indonesia, etc.). Although established to assist ssall industry (as
vell as trade, agriculture, transport and comsunications), and
charging very reasonable terms (e.g. 12% per annue for KIK loans for
machinery and equipment with 5 years repayment period, and 15% per
annus for KMKP loans for working capital with a three year payback
period), the requirement of 100% collateral as vell as other
conventional development banking regulations, make the KIK and KMKP
programs inaccessible to all but the most eatablished firms (which
could have secured loans through more coaventional banking chennels).
The only other alternative for credit is the BKK program but the
problem there is that oftentimes the upper loan limit on the general
fund of Rp 15,000 is restricting (see rural credit thrust).

The Bank of Indonesia ig avare of the restrictive elements in its
KIK and KMKP loan programs end is attempting a resolution through a
World Bank - assisted program to reform the loan terms and processing
procedures of KIK and XMKP. One of the pilot sites will be in Central
Java, However, even if the more restrictive elements of the KIK and
KMKP programs vere largely eliminated, the larger of the small-
business cperators would be the anticipated primary bemeficiaries.
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Smaller entrepreneurs (e.g. small mat weavers) would still be left out
as the distances involved in reaching subordinate banking branch
offices and the inevitable remaining formal and bureaucratic banking
procedures will fore inpenetrable barriers.

The aim of this “thrust”, then, will be to isprove BKK as s
source of rural cr(.it for smaller-scale entrepreneurs as well as
improve the capabilities of the Industries Service to provide technical
assistance to rural entrepreneurs, both those who will receive RK( as
veil as those who will receive KIX/KMKP fipancial assistance. Isprove
ment of these two local government intervention points should czn-
tribute significantly to expanding employment opportunities for the
rural poor through rural industry expansion.

PDP assistance will be in the form of technical assistance to
werk with the Industries Service over a two-year period to improve
its servicing of rural entrepreneurs along the lines outlined above,
The individual occupying this position should have a strong industrial
engineering/business administration background in light industry.
Aside from this generalized requiresent, it i{s anticipated that
particular industry specialists will be needed over the life of the
Program in such fields as clothessarxing, handicraft merchandizing and
cashew nut processing; asounting to 1) work months from U.S, sources
and 30 work months from within Indocesia itself, Training opportu-
nities overseas, on a short-ters basis, for Industries Service (as
well as Btppedns staff will alsc be valuable. Credit agsistance
through the Kecamatan Credit Prograx for rural industry is discussed
below.

¢. Rural Credit

The appropriateness and need for expansion of credit as a zeans
for increasing incomes of the rural poor in the Central Java PDP
kabupaten (by allowing the expansion of activities in which the rural
poor participate, such &s small-scale trading, processing, raising
livestock, etc.) has been discussed carlier. There are several
central government programs and institutions operating in Central Java
vhich supply capital to small producers - the must notable being the
BIMAS rice production credit package which is administered through
BRI (Bank Rakyat Indonesia). However, this BRI and other government-
sponsored credit programs involve loaning funds at interest rates
vhich are so low that they normally do not cover administrative costs
wvhich in turn necessitates that coliateral be provided in order to
minimize losses. This need for collateral which usually manifests
itself in the need for title to land, excludes a large percentage of
the rural poor in the PDP target areas.
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There are in Central Java, however, a few prograas which either
reach the rural poor directly or could do so, if redirected. These
are (1) the Badan Kredit Kecamatan, BKK (Kecazmatan Credit Board);
(11) the Assistens: Keluarge Miskin, AKM (The Assistance to Toor
Families); and (1i!) the Cendax Kulak Programs. The Kecamutan Credit
Board i{s particularly interesting as it originated within Central
Java (and remains & provincial source of rural credit), and has many
unique features for serving the rural populace. The Assistance to
Poor Families Progran deserves attention as it is targeted directly
and solely on poorer rural families. These first two programs will
be included in the Provineial Area Development Program for support
and improvement, /[The third loan program, Candak Kulak, will be ex-
cluded at Jeast initiaily fros PDP assistance as it is a nationmal

prograa, administered tnrougn the Directorate General of Cooperatives,
and in operation on a very limited scale for less than one year,
Should it prove & successful operation, flexible in its rules and
regulations to adap: & conditions, and one in which the rural

poor participate, it will be considered for betterment at that time,)

1. The Kecamatan Credit Prograa (BKK)

This progras was planned conceptually in 1969 and vent into
operation two years laler {hrough provincial government initiative
and aimed to sake credii available for productive purposes to the

rural poor. Ii nas gone through & period of great expansion and
evolution and is nsidered by several rural development experts
in Indonesia as cne ol (he more successful attempts at channeling
credit to the rural populace. Although in speration for over six
years, it reippias a flexible instrument, capxoble of being

adapted to tyicxle parcicular developwent problems, as they are
fdentified.

As its name ilmplies, the BKK is a kecazmatan government ad-
ministered rural credit prograx which is capitalized, supervised
and guided through the Provincial Development Sank. It has grown
from 92 participating secamatan (as of February 1972) to all k86
kecamatan in Centra. Java, Its flexible hature can be seen with

its policy on collateral requiresents; whlch leaves the decision
up to the districts and suddistricts. In any case, kabupaten and
kecamatan even (U ilaey desire such guarantees of repayment, inter-
pret the terw lcosely and have normally accepted such universally-
held items as bicyclies, rudios, household goods (as cooking
utensils, wall decorations). In many instances, such "collateral”
is not even required and loans are approved on the basis of the
village chief's recosmendation.

There are two general classifications of BKK loans; one is a
general fund found at present in every kecamatan in Central Java
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and the other is a special fund for various directed, specific
purposes (e.g. livestock and fisheries) locuted in those kecama-
tan in Central Java appropriate for the specific, productive
purpose. Below is a table indicating the degree of participa-
tion of the PDP kecamatan in the overall Kecamatan Credit Prograsm:

hnicxauon in BXKX ‘mnbor of aubdutricu!
loan Classification

Milk Fish Live- Pala- Elec- In- Women's
fish market stock wija tricity dustry social

Kabupaten

General crops prograz
14 5 - 9 - - - 1
20 9 5 3 6 - 1 .
9 - - 2 - - - -
Y g 9 2 - - 1 -
14 3 10 - 2 - - -

The general fund, which is the older one, has four credit
alternatives for its clientele with weekly, monthly, Javanese
monthly and seasonal loan terms. The rates of interest vary from
2.0 to 3.57 percent per month. Each subdistrict received an
initial capitalization from the Provincial Development Bank of
Rp 1 million., Upper limits on these loans are nov at Rp 15,000,
although they average out at Rp 9,000. The success of the general
fund has varied by kecamatan, but it has done well overall. It
vas intended to provide & variety of credit alternativés to the
rural populace for productive purposes (as small farmers who could
not meet the BIMAS credit requirements; small businesses; and
small handicraft operations which could not be serviced by
existing government loan operations). However, because the
shorter "weekly” loans are preferred by the BKK agents and Camats,
most of the people who benefit from the loans appear to be small
traders.

The special funds are capitalized from various sources and
have different loan terms and conditions, vhich are set by the
particular source of funds. These special programs are initiated
at the request of the kabupaten service agency chief, through the
Bupati to the Governor and then on t¢c the Provincial Development
Bank. For example, the promotion ¢7T milkfish in brackish water
fish ponds and loans to fish buyers at selected fish markets were
initiated at the request of the kabupaten fisheries service
agency. Although these programs are coordinated by the figheries
service agency, the actual loans are administered by the BKK ad-
ainistrative apparatus.
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There are A minimuz of ? BKX agents in each kecamatan with
responsibilities divided so that one person controls the money
and the other controls the bookkeeping. The strong box con-
taining the funds has two padiocks and cach agent is given only
one of the xeys; therefore requiring both officials to be present
to open the box., (In areas where there has been trouble, the
Camat personally controls one of the keys.) Those persons
originally chosen to become BKK agents were lo:al school drop-
outs who were trained in the basics of loan alministration by the
Provincial Development Bank.

The Provincial Development Bank and the zabupaten share super-
visory responsibility. The Bank has personnel at the residency
level who moniror the financial reports of the individual BKKX and
pass tnem on to headquarters of the Bank in Semarang. Each kabu-
paten also has opne of its pevscnnel assigned %o superviase the BKK
within the district, Both Bank and district personnel make
visits to the individual BKK on a periodic basis. However, if
difficulties occur within & particular area, it is normally the
district officials who investigate and take corrective actions.

The BKK general credit scheme differs somewhat in the five
kabupaten in terms of daily operations (another indication of its
flexibility). Irn some subdisiricts, far example, there are
numerous bureaucratic steps required for obtaining loans. These
include: (i) Applicant obtains a statement certifying residence
in his village from the village office; (ii) presentation of this
statepent to the BiK office and procurement of a loan application
form; (iii) obtaining & signature from the village chief for this
appiication; (iv) presentation of the signed form to the BKK
office; (v) form passed to camat for approval {could take a week
or two and may involve & visit to the appliceants home; and
(vi) loan, i approved, is granted, In sharp contrast, other sub-
districts have developed systems whereby the BKK agents travel a
scheduled route 1o make it easier for people to horrow and scme
unnecessary steps (such as the first one) are eliminated. In
those subdistricts where the former cumbersome procedures are
followed, it is sale Lo assume that only those villages closest
to the subdistrict oftice take advantage of the BKK.

The BKK Progran has shown considerable {inancial growth since
its inception. As of February 1972 with 96 kecasatan participa-
ting in the general fund only, loans outstanding amcunted to
$170,000, with 21,700 borrowers, having average loans of $8; the
default rate being 13.7%. Five years later with all 486 kecama-
tan participating in the general fund and 162 units also utili-
zing one or more of the specialized funds noted above, loans
outstanding amounted to $3,190,000, with 273,400 borrowers having
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average loans of $11.70; the default rate being almost 264. Of
some $1,836,000 initially borrowed from the Provincial Develop-
ment Bank to individual kecamatans for their BKX programs,
$679,000 has been repayed.,

Within the five PDP Kabupaten, $327,000 was initially loaned
by the Provincial Development Benk to participating kecamatan,

all 66 of whoa received the Rp 1,000,000 ($2400) for the general
fund and some of whom received varying amounts for the specialized
activities. As of May 1977, some $526,000 were out as loans with
55,000 borrowers; the default rate being 31%. For the year loans
averaged $23. Repayment to the Provincial Development Bank of the
genera)l fund to date amounts to $91,240 while repayment for the
specialized programs amounts to $24,300,

The financial success of the BKK Program within the PDP area
focus varies by kabupaten as well as kecamatan. Taking Kabupaten
Jepara as an example, it had $140,000 in outstanding loans, as of
May 1977, (out of an initial Provincial Development Bank capitali-
zation of $69,400) with 13,353 borrowers having average sized
loans of $10.50 and a default rate of 27%. Tvo kecamatan which
have exhibited a graat deal of financial acumen appear to be
Kecamatan Mionggo in Kabupaten Jepara and Kecazmatan Jani in Kabu-
paten Kudus. The former had 1061 borrowers utilizing $38,000 in
loans, as of May 19577 with a default rate of only 12%. The latter
subdistrict was lending out $22,000 to 1,280 borrowers (also as
of May 1977), with a default rate of just 7%.

The PDP would seek two types of related improvements in the
Kecamatan Credit Program: (i) to focus its target population
more on the rural poor; and (ii) to improve the efficiency and
effectiveness of its administrative apparatus.

Regarding the former objective, it is not xnown precisely the
degree of participation of the ruial poor in the BKX, although
there are various indicatora which seem to suggest that the poor
do indeed reap many of the benefits of the prograz (i.e. the size
of loans are too szall Lo be attractive to better off groups,
several BXK officials «(t the subdistrict level believe that up to
50-60% of their clients are the landless, the simplified pro-
cedures for loan application and the absence or simple collateral
requirements are conducive to their participation). The PDP
would propose to set up a special loan category which would iimit
credit only to the rural poor, and promote only those prodictive
endeavors in which the poor participate (as small scale rural in-
dustry, the cultivation of certain palawija crops and the raising
of small livestock animals (e.g. chickens, ducks)).
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Some of the problems with the admiristrative structure have
already been discussed or alluded to (e.g. the sometimes burden-
some bureaucratic procedures and the non standardized operctions).
Others include a reporting system wiich does not provide the type
of information necessary for program analysis; BKK officials who
have little security nor incentive for improving productivity;
limited staff tc persit progvam expansion; and the need for more
supervisory staffl at the distrist and residency level to provide
more adequate {inancial controcl. The PDP would seek toc resove
these administrative/instituticnal constraints as its second
purpose for involvement with the BKK,

The POP will provide funds then, to provide additional capital
for the special credit schemes a8 w2ll as for hiring additionmal
staff to allow for the expanded and redirected program. Technical
assistance Yor this effort will come from both the rural develop-
ment planner, prograsmer at the Central Java Bappeda and the in-
dustrial engincer/business administrator slated for the Industries
Service. Consistent with the approach to the overall program,
year one operations will be limited to an experimental prograz in
3-4 kecamatan of each of the five PDP kabupaten to test various
alternsaiives lor reaching the target population and improving the
institutional apparstus. Based on the results of this first year
(which will be evaluated fully), & phased expansion is antici-
pated for future years.

In sussary, the BKK credit program appears to be a suitable
vehicle for channeling small amounts of capital to the rural poor
in Central Java for productive purposes., Its orientation,
flexible administration, and procedures are such that it can be
redirected and improved to reach to objectives of the Central
Java FDF.

It is anticipated that a fovr year prograz would allow for
the eventuel tripling of loans outstanding of this credit progras
in the kecamatan within Demak, Kudus, Jepara, Rezbang and Pati.
Additional administrative costs resulting from this increase in
capital would be paid through the normal loan operations.

2. The Assistance to Poor Families Program (AKM).

This rural credit program is administered by the local Social
Welfare Service, Funds &re allocated down through the kabupaten
to the kecazatan where a social welfare case worker is charged
with increasing the productivity of poor families (determined
through village surveys) so that they can become self sufficient.
This is accomplished tnrough the provision of a loan, with a
ceiling of Rp 15,000 with repayment over a period of three years
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and no collateral is required. AKM recipients are channeled into
such activities as animal husbandry, handicrafts and some home
industry (as food processing).

The AKM has been viewved within the Province of Central Java
as a most successful program in that it definitely reaches the
poozer rural dwellers. The default rate is also extremely low;
only 4-5%. One example of the value placed on the AKM is that
severa) kabupaten governments have allocated some of their very
scarce financial resources to expand the program within their
areas. Including provincial and district resources, some 1,300
famiiies have benefitted from the AKM within the five PDP kabu-
paten since its inception in 1973.

One of the ma‘or problems with the AKM, however, is that its
administration is such that it makes expansion difficult. Al-
though each kecamatan social welfare agent is theoretically
capable of serving &0 families, other departmental duties are
such that the maximum that agent can handle is ten. Involvement
with these faxilies is intense. The case worker is supposed to
make visits to each AKM recipient once a month as well as
prepare detailed reports for eacn visit. Another difficulty is
getting sufficient input by the relevant technical agent at the
kecamatan level (as animal husbandry official). A third bottle-
neck {8 the reporting system which is cumbersome and yet adds
little to macing appropriate lecisions regarding the program.

The PDP for Uentral Javs seexs to assist the AKM through the
provision of technical and capilel assistance to improve its
operations in sowe ol Lhe areas noted above. The approach taken
vili be consistent with that of the BKK, i.e. a limited focus in
year one to tegt osut hypotheses vwish the target of the eventual
quadrupling of caplitaliza ‘on of the AKM within the PDP target
kabupaten. Again, the tecnnical assistance will be coupled with
the first two thrusts.

System for Geners..ng and Implerenting Other Activities

The entire PDP preposed thus far has \\een the result of a con-

certed effort by Bappeda officials to elicit ideas and creative
thinking by lower levels of government and people with attention
focussed on the pror majority in the rural areas. The process of
considering programs which might reach the target groups has begun,
but hopefully it will cever be complete. In a sense the success of
the PDP in Central Java can best be measured in terms of whether the
imagination of local government can be focussud on the problems of
the poor and removing their constraints.
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The kecazmatan is the ideal level of local government for this
continual process cof generating new thoughts as it is the point at
which a detailed knowledge of local conditions and needs meet up with
the technical administrative apparatus (which goes down only &s far as
this level). The typical subdistrict in Central Java covers an area
of 70 square kilometers, with a population of nearly 50,000 people,
There are some 17 villages in the typical kecamatan, but in actual
fact it may vary from 10 to 20. The national government services
vhich may have agents at this level have been described in the back-
ground secticn of the PP. The typical office, headed by the camat,
has also been described earlier. Administrctively, the kecamatan is
not autonomous which relieves it from much of the administrativ:
buzien which to a degree slows down the develoypmental energies of the
higher levels of government.

The planning and coordination capabilities at the subdistrict
level of govermnment have not been developed thus far to any great
extent. The cemats, although in the position of overall planner and
coordinator, lack much of the authority (and financing which con-
tributes to that asuthority) held by the bupati as chief executive of
the kebupaten. Technical agency representatives at this level of
governaent, therefore, go about their business more on the direction
and guidance of their district-level counterparts than on the command
of the camat. Tnis results in the execution of sectoral programs
without the invaluable input of local knowledge and conditions.

The Government of Indonesia has already indicated its recognition
of the critical importance, and some of the problema, of the keza-
matan by instituting the UDKP (Unit Daerah Kerja Pembangunan - The
Area Development Working Unit) program. This system which wvas created
within the last three years, operates as follows: (i) the district
selects a subdistrict to becozs a UDKP area; {(ii) all appropriate
technical agencies within the kabupaten then focus on thc kecamatan
and prepare a recommended action program; (iii) a planning workshop
is then held at the kecamatan with all kecamatan staff, village chiefs
and notable community leaders present; and (iv) the camat, who is
chairman of the discussion, as well as the other community leadere,
combine the sectoral programs with their felt needs and draft a com-
prehensive area development plan.

A recognized shortcoming of the UDKP system is that it appears to
be a largely theoretical exercise at present in the absence of any
means for implementation of recommendations arrived at through the
UDKP process. There is no structural mechanismz evident to assure co-
ordinated implementation. Once the plan is approved, it is up to the
service/agency personnel to undertake the recommendations with little
authority ’=ld by the camat.
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There has beer one UDKP kecamatan in each of the five PDP kabu-
paten which have already gone through this planning exercise. These
vere Kecamatan Guntur in Demak, Kecamatan Jati in Kudus, Kecamatan
bangsr! in Jepara, Kecamatan Tambakrono in Pati and Kecamstan Sale in
Rembang. There are five additional subdistricts which are now
engrossed in this exercise for the second round. Az an example of
the types of activities nroposed through the UDKP process, Guntur
came up with programs in livestock, AKM, BKK, processing of edible
oi]l from peanuts, planting sorghum, extracting oil from sunflowers,
planting coconuts, utilization of straw, planting on unused public
lands and the introduction of skills for students of Islamic schools.
As another example, Kecamatan Gajah also in Desak ‘s in the process
of recommending handicraft, carpentry, woven bamboo (for walls and
fences), control of palawiia crop pests, livestock, fisheries, frogs
and eels, and sorghum activities. A typical UDKP plan might cost
out et $12,000, although there is no limit set.

The PDP will capitalize on the efforts of the Government of
Indonesia to push planning down to the subdistrict level and assist
in improvement of the implementation capabilities of the UDKP through
a kecamatan development program which will also be utilized as a
means for generating new ideas for reaching the rural poor. A zystem
will therefore be developed which will allow kecamatan to develop and
implement activities which impact on raising the incomes of the rural
poor within the project area. It will begin in year one on a pilot
basis within 10 kezazatan of each participating xabupaten, If
successful, it will be expanded to 20, 35 and 55 kecamatan in the
last three years of the Central Java PDP. Again, technical assis-
tance will primarily come {rom the Bappeda rural development planner/
prpgrammer .

e, Evaluation

The need for periodic assessments for an experim ntal rural
development program which aims to reach the rural poor in an area
with strained socio-economic conditions such as Central Java is clear.
Although the Central Java Bappeda has primary responsibility for this,
it is believed that outside assistance from an indigenous institution
such as the Social Science Research Institute of Satya Wecana Uni-
versity or University Diponegoro, both in Central Java would be use-
ful.

Illustrative Cost Estimate

The following is & budget summarv/cost esticate {or the Central Java

PDP, broken down by thrust and associated input, &s well as U.S. and GOI
contributiona. It is meant to be illustrative of the types cf activities
to be undertaken and is not meant to be exhaustive nor meant to exclude
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passible other initiatives which offer the best opportunities for
middressing sural poverty. Consequently the budget figures are illustra-
tive detween line itexz and &fe not immutable.
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ILLUSTRATI . OOuT ESTIMATE FUR Thi ENTRAL JAVA PDP

K1

u.s. Central locel }/ Totals

Government
I. Agricultural activities which promcte broad-
based participation
l. Technical sssistance
8. One jong-terr rv-a. ieve . pmen’ planner’
programmer ‘or - ra ¢ § 0 O annus $ 23,000 $ - $ 33,000 $
b. Short-term spe .8, .b'% I VAr.OUS Agri-
culture. fieis 'or ¢ wore months @
$8, 00 /montk: $ 240,000 - $ 36,000 $
c. CRIA specia ist (L4 agr:culturajists on
A per diexr ant honorsrium basis &
$200/month for i yeare) $ 29,000 - $ &, 000 $

{5ubtotals) (3 503,000) - (¢ 71,000) (8§

2. Training
a. Twelve agriculture apecialists for
short-tere treining in third country
agriculturei inatitutions for an
average ~f six-months ® $1,000/month $ 72,000 § =~ $ 10,000 $

i, Commodities/Vehicles
8. Office equipment, laborat ry equipment,
vehicles, irrigation pumps $§ 150,000 § - $ 21,000 $

82,000

171,000
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4. Subpro ect impiementation for piiot’
demonstration sudbpru ects in-luling
settlement Hn refcrestat;:n lesignated
Qreas; pudlic stock.ng (rrigation CADALS;
publiic stocxking {loxie! mreas, chicken,
ducrs, goats & sreep proluction; governs
ment foregt land utiliration, intensified RN
use of hame gardens; sdaptive trials on
flowded areas; sae,; pury .rrigation
progreaa;, ~onstru~t.on Y Tisr ponds in
MArginaliy-flooisd sreas, inlrodtu~tion
floating-rice ver.et:pa, an! seconiary
foodcrop production. Inputs will include
agricultura] inputs, extensior servi.cesg,
small-scale ronstruction financing, etc. $ 700,000 $ 3%0,000 $ 1%.,00n $ i,300,000

I1. Expansion of smploymen: generating rural
industry
l. Technical sasistance
a. One jong-tere rura. inDdustrial advisor
for twc years @ £ ax ‘unnuee $ 156,000 $ - $ 22,000 $ 178,000
b. Short-term U.l. expertise in varioua
light industries tctaling .. months st
$5,000/month 3 80,000 - $ 12,000 $ 92,000
c. Five Indones.an crnauitants averaging
six-months each ir various ields as
clothesmaring, handicrafis, anl cashew
nut processing on a per dien and
honorariur basis @ $.'00/month

$ 6,000 - $ 2,000 § 8,000

{Subtotals) ($ 242,000) - (s 36,000) (§ 278,000)



months each @ §1,000/montt

Ii1. Rural] Credit

tripling the loans outstanding

kecamatan

V. Overall evaluation

1/ Mostly in-kind contributions

?« Training of a short-terms nature for four
provincisl/district industries service
personnel in third countries averaging °

a. Kecamatan Credit Program, allowing for

b. Assistance-to-Foor-Families Progranm,
allowing for quadrupling capitalization

IV. Generation/implementation of other rural
development activities at the rate of 10, 70,
35 and 55 kecamatan, assuming $12,000/

TOTALS

$ 12,000
§ 1,000,000
$ 65,000
$ 955,000
$ 136,000
$ 3,829,000

$ 500,000
$ 33,000
$ 477,000
‘ w.m
$ 1,400,000

719000

214,000

1,000

20%, 000
27,000

750,000

§ 16,000

$ 1,714,000
§ 112,000

$ 1,637,000
$ 197,000
§ 5,979,000



http:Itece.tu

-2’,:.

5. A Socio-Economic sis of the ed

A working definition of the rural poor within the PDF habupaten would
include those households which are landless, those with less than 0.5 hec-
tares of land, ant those owning & scre sodest-sized holding but on lands
either suffering from periodic flooding and/or drought or on infertile
soils (as rosulting from salt-water intrusion). These three groups re-
present respectively some 1,100,000, 810,000 and 500,000 rural dwellers,
approximating two-thirds (allowing for some overlap) of the rursl popula-
tion within the five kabupatch and are the target groups of beneficiaries.

The thrusts and activities identified thus far vary in the degree to
which they 2an be targetted specifically on the rural poor, as vell as
their potential impact on these groups. JBrief socio-economic analyses
follow regarding some of the more significant proposals.

The public fishing of the 60,000 hectares which are under water for
significant amounts of time annually is a major activity in surrounding
campunities. Some 250,000 pecple have been reported (through various in-
tensive surveys) to engage in this activity with reported incomes ranging
from $25 to §75 per annum. Participation by the poor has been placed at
S, Assuming & 198 increase in catches through increased and improved
stocking, there will be a substantial increase in the income of these

groups.

The small anizal husbandry proposals as & group are targetted on the
rural poor; that is, the proposals would put goats, sheep and ducks in
the hands of %hw poor through various forms of credit (in-rind, or through
the Kecasatan Cradit or Assistance-to-Poor-Pamilies Programs). To date
although lower-incaome households have not owned these animals, to the
extent their better-off neighbors have, they have benefitted samevhat
through the tairly common practice of sharecropping these animals out.

As many of these benefliciary households will have little or no land, the
availability and access to public lands te collect pasturage and/or
fodder is important. Since (1) public areas have already been observed
that would allow for an expansion of livestock production; (ii) the pro-
posal is to begin only on & pilot basis; and (1ii) traditions in the

area have allowed open access to these public lands, there is a reasonable
basis for establishing its feasidility. Ascuming 20 families per village
and 10 sites within the five kabupaten, there should be 1,000 bepefi-
ciaries in year one, If successful, it can be replicated elsewvhere.

Chickens fall scmevhat outside of the above characterization as they
are acrs universally owned with four to five per family in the target
kabupaten. As the proposal calls for a chicken up-grading prograa where
the chiclyns are allowed to roam {ree and fend for themselves in the
village, there will be a more even distribution of benefits among income
groups. The poor as well as the better-off will benefit from a higher
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number of eggs and larger chickens fetching higher prices in the sarket.
Again this will be experimented on in year one, Assusi=g 10 villages in
the pilot progras, some 7000 people might benefit directly and immediately.

Intensification of home garden cultivation has the potemtial for
improvements in the income of poorer rural households--both with regards
to level and stablility of returns. Moreover, since home garden land is
widely distributed among the rural populace in the five kabupaten, it does
not rely on indirect employment benefits derived from work on the fields
of others, nor does it rely on trickle down effects. At the same time it
can be fitted around other household income earning activities which have
to be conducted at specified places and times. Village studies in Central
Java have shown that 15% of the total income of the rural poor is derived
from this land resource. Actsuming that yields and net returns can be
increased by SO% due to improved cropping patterns and practices, the in-
come of the rural poor could increase by 7-8%. This activity has very
wide potential and could eventually reach the entire target group.

The adaptations to natural flooding by means of the introduction of
new crops and cropping patterns, pump irrigation, use of home-garden fish
ponds, end floating rice varieties will reach one component of the target
aroup: those sizuated on lands plagued with periodic disasters. There
are some S50 to 60,000 hectares which fall into this category within the
five kabupaten., Assuming average holdings per landowner of one hectare,
there are 50,000 to 60,000 rural households which could benefit from these
efforts. The receptivity of this group to new ideas has already been
demonstrated with sorghum; in part, it reflects their desperate situation.
There are great gains whicn could therefore be made within these
compunities,

As stated earlier, it is not possible to give a statistical breakdown
or socio-economic profile of current recipients of the BKK loans. Must
appear to g0 to small iraders. A majority of loans appear to be re-
circulated on a weekly (and Javanese monthly) basis. (This is one way
and which some BKK kecamatan have substantially increased their working
cepital.) The degree to which the poor have participated is also not
clear, obviously varying by subdistrict. In some areas, most loans seen
to g0 to the villages within the vicinity of the subdistrict office, Yet
it seems fairly certain that the poor have participated much more ex-
tensively than in other government programs. In some kecamatan, it was
reported that at least one half of the beneficlaries came from the land-
less or near landless households. Most of the general funds go to women
who are the prisary pariicipants in petty trading operations. Finmally,
while the amounts of funds available are substantially larger than the
sums required for very small-scale trading operations, they do not appear

to have been sufficiently large to encourage participation by larger
traders.

‘"‘"“l‘.ﬁ«.\«..“- s
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The POP participation in the BKX will Jov & this credit progres sore
on the rural poor. The benefits to be derived by the poor will be from
their ability to expand their existing operations and to take hvme and
retain a larger proportion of their income earned, The latter :actor
alone will be enough to increase invomes same 20§ (diff rence in interest
rates between BKX and the village money lenders). Assuming the eventual
expansion of the PDP BXK prograz as discussed in the narrative, over
B0,000 rurs]l households could benefit substantially.

5. The Role of Women

A number of scholors have cosmented on the fairly extensive "matri-
focal patterns of authority” found in rural households on Jave add upon
the jmportant role of women in securing casi income, As stated by one of
these researchers "the household, as the basic unit of production am
consusption is in yractice under the unequivocal suthority of wosen".
Thus as the PDP foduses on rural Java, women will clearly be direct,
primary benefliciarjes,

Their role tecomes even mory enhanced (given the PDP target group)
since studies hav) shown that women from poorer households tend to play
a greater role in securing household income., There are also a number of
POP thrust/ in which women will benefit more than othervise. These in-
clude: (1 the BKK credit program since a large proportion of such loans
g0 to pztty trading operations which are controlled essentially by women;
and ({i) the intensified use of home gardens where men labor and women
dispose of the produce,

7. Listing of Central Java PDFP Reports

The following reports and studies have been utilized in the prepara-
tion of the Central Java Provincial Area Development Program.

a, Central Java Provincial Profile, prepared by the Bappeda.

b. Kabupaten Profiles Tor Demak, Kudus, Jepara, Rembang, and Pati,
prepared by the respective kabupaten governments.

¢. Socio-Economic Analysis of the Provincial Area Development Progras
by John Duewel.

4. Review of Subprojects and Agricultural Program Recosmendations
for the Provincial Area Development Program for Central Java by
Maurice Sorenson and Robert Dodd.
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Seall Industry Prograz for Centrsl Java Kabupatens of Demak,
Kudus, Jepars, Futi and Rembeng by George Hawbaker.

Engineering Frugras Proposals end Public Worxas Review,
Provincial Area Developuwnt Program for Central Jave by
Magnus Bennedsen.



THE ACEH PROVINCIAL AREA DEVELOPMENT
PROCGRAM

1. . ¢ Cond ) e eh

The Province of Aceh, located on the tip of Sumatra opposite the
Malay peninsula, is the northermwost province in Indonesia, With s
land arca of 55,300 square kilometers, a population of just over 2
million and a density of only 36 persons per square kilometer, it is one
of the least populated provinces in Indonesia, It is a region of rela
tively abundant sgricultural resources and a favorable land availability
situation, yet agriculture in Aceh is characterized by low productivity.
while the landless epitomize the rural poor in Central Java, a defini-
tion of rural poverty in Aceh would be sore related to availabilicy
of an adequate and regulated water supply and accessibility to markets,
Acchnese compose the largest ethno-linguistic group , and reside mainly
in the more heavily populited coastal plains areas sxtending from
langsa in Kabupaten Aceh Timur to Meulaboh in the kabupaten of Aceh
Rarat,

Rural Employment and labor Use Patterns

Because of its relatively small population, problems of unemploy-
ment and underemployment are quite different in Aceh than in Central
Java, Although there is some population pressure in the major rice
produciy areas of Pidie and Aceh Utara, there are relatively few
landless farmers and rural laborers. Rural population is concentrated
in riceland arcas near rivers and roads, However, there is mush unculti-
vated lands which could be opened up with the introduction of requisite
infrastructure, Farmers with insufficient land of their own often
cultivate land belonging to other individuals, the government or reli-
glous institutions., A sharecropring srrangement for rice production is
considered preferable to a wage system with the split to the farmer
generally being about 2/3 of the production,

Homen in rural areas participate in almost every aspect of rice
productien, In addition many raise and sell fruit, vegetables, flowers
and nuts, Many are also engaged in small lwme industries such as
pottery making, rope weaving, and mat and bay production,

The last census showed 96 percunt of the unemployed in Aceh live in
rural areas, The rural unemploymert rate was 1l percent compared with
6,4 percent in urban areas, which is a reversal of the pattern for
Indonesia as a whole, Over haif of all unemployed persons are below the
age of 30, Among the cconomically active population in rural areas of
MAceh, 837 are engaged in agriculture, 1) percent are working in services
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and trade and 3} percent are employed in nm(&cmﬂng.

kconomy and lncome

The Cross Regional Domestic Product (CRDP) for Aceh in 1975 was
141 billion Rupiahs (excluding mining). This reflected real growth
in CRUP of about 7 percent annually duringthe past 10U years. The
agriculture “share’ of GRDPP, including agriculture, livestock,
foraetry and fishing vas 63%. This compares with 45 perceat for all
af Indonestis. alsost three-fifths of Aceh’'s agricultural product is
derived from food crop prodwction, Based on estimited population,
rursl per capita income in 1975 was about 5135. This was about 20
percent below the national rural per capita jzcome level, excluding
oi! production,

land Utilization and Ownership

imly 10 percent of the total land area, concentrated along the
coastel regions, is devoted to agriculture., Most of Aceh is made up
of forest and jungle (75 percent) with the rest in pasture, lakes,
rivers, ete, The amount of land devoted to food production comprises
only 4 percent of the total land arca, an amount which most souyrxces
agree could be greatly expanded with adequate support and infra-
stricture,

There are no official statistics on land ownership in Aceh,
wsearch has been conducted which provides some basis for meking broad
wencralizations about tenure status in Aceh, A sample of 600 rice
farmers in five kabupaten indicated that half were owner-operators,
approximately one-fifth were part tenant, part owner-operator, and
about one-third were tenants, The average size of all holdings was
approximately three-quarters of a hectare with owner-operator plots
about one-third larger than ctenants plots. Only 28 percent of holdings
are below half a hectare in size,

Riceland and Rice Production

0Of the 280,000 hectares planted to food crops in 1975, over 220,000
hectarcs were devoted to rice production of which 93° was lowland rice
Jand with the remainder being upland cultivation. This was about the
same amount of land as was in rice production 10 years carlier. However,
during the 10 year period there were significant increases in the amount
of secondary crop, and vegetable and fruit production,

The most recent survey showed only 6 percent of Aceh's riceland being
double-cropped., This is because only B percent of riceland has current
dry-season irrigation available through wate storage and pumping,




3=

Sixty~three percent of Jceh's riceland is serviced by simple irxi-
gation systems which control water during the vet-season, but are of no
use during Lhe dry-season, vhile about thirty percent of the land {is
completely dependent on raiafall,

Rice production in Aceh is still mainly carried out using tradi-
tional techaiques and equipment, e.g. tilling by buffalo and wooden
plov, drying on mats along roadways, and 2/3 of rice production pro-
cessed by home pounding or simple mechanical hulling., With 1.7 percent
of Indonesia’s populatium, Aceh accounts for 3,5 percent of national
rice production, While some of the ¢xcess production is shipped to
rice deficit areas of Sumatra, Acehnese consumption of rice is wmore than
half again higher on a per capita basis than for the rest of Indonesia.
A comprehensive study revealed that losses of rice during harvesting,
drying, storage, and marketing averoge almost 30 percent. There
dppears to be a potential to make a significant reduction in the losses
which now occur inthe various posteproduction processes and to improve
the quality of rice which moves to mark(¢,

infrastructure

A major {mpodisment to development in Aceh has been inadequate rural
infrastructure, Although improvements have been made since the beginning
of fepelita |, roads, bridges, and ports continue to be a major hindrance
to development., The main national road from Banda Aceh to the north
Sumatra vorder is under recomstruction, but much »f it is still im
poor condition, and progress has been slow, Consequently, to travel
the 600 kilometers from Banda Aceh to Medan can take up to two days
during the rainy season., The main west-coast road and east-west roads
are also mostly ina state of disrepair. Almost all of the ports in
operation during Dutch times are in very poor condition or highly ine
efficient, and handle only a fraction of the tonnage which moves on
the neglected road system,

>

F 55 Target Aveas

Two kabupaten in Aceh have been chosen as targ:t arzas for the
Frovincial Area Development Program, Within the Zistricts of Aceh
Besar and Aceh Barat, there are enough similarities and differences to
test the feasibility of PDP subproject/activity replication elsewhere,
In both kabupaten a large proportion of the economically active popu~
lation is engaged in agriculture, lHost farmers produce rice using
traditional varicties and techniques., In both districts about two-
fifths of the riceland is rainy-season irrigated., Along with these si-
milarities, there arc important differences in population density,
smallholder estate crops, average rainfall, infrastructure facilities
and market access, Whercas Aceh Besar is geographically concentrated
with all but two kecamatan {n the Krueng Aceh Valley, Aceh Barat is
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stretched along a coastal area including nine main river valleys,
Also included in Aceh Barat is the island of Simeulue lying 192 kilo-
meters off the coast,

The district of Aceh Besar surrounds the provincial capital of
nanda Acck., Most of the population is in the Krueng Aceh Valley,
Average sroval rainfall for Aceh Besar is less than half that for
Aceh Barat. Agricultursl land in Aceh Besar is devoted almost solely
to rice production, Despite this, it has traditionally been a
deficit rice production area and imports t¥.le from other kabupaten
including Aceh Barat, Relztively good infrastructure facilities pro-
vide access tothe main marketing center of Bands Aceh,

Although the average population density in Aceh Rarat is only 22
persons per square kilometer, the coastal areas and river valleys are
naturally more Jensely populated., In Aceh Barat eighty-four percent
of the economically active population is engaged in agriculture, In
addition to being an important surplus rice proGuction area, small-
holler and estate crop production have also been significant sources of
{ncome. The =oat important smallholder crops are rubber, cocoauts,
and cloves, while estate crops are rubber and palm oil, Inadequate
and degeriorating roads, bridges, and ports have been a major obstacle
to economic development in the district. Aceh Barat, much more so
then Aceh Besar, has a grear potential for exporting agricultural
comsordities if some or the infrastructural and marketing constrajots
can be overcome,

Recause it will take some time to strengthen theinstitutions
and infrastructure supporting agricultural development, the Provincial
Area levelopment I'rogram will imitially focus on limited areas within
the districts (kabupaten). Emphasis will be placed on river valleys
which are close to the major district market centers and port facilities,
These valleys also possess supporting infrastructure and institutions
diich can be built upon for further agricultural development, In Aceh
Rccar the Krueng Aceh River flowing through a plain covers most of the
more denscly populated areas in the kabupaten, in Aceli Barat the
focus will be on two river valleys which represent a sauch sualler
proportion of the total kabupaven area, These 2 rivers which run
parallel at a distance of about 15 to 20 kilometers are both close to
the market and port city of Meulaboh, At least initially, to further
simplify supervision and evaluation of pilot projects, most subproject
activities will be linited to 2 mukim (traditional administrative
division between kecamatan and village) in each kabupaten.




3. Project Thrusts

There is general agreement, that with land readily accessible
to most small farmers, the best approach to helping the rural poor in
Aceh is to focus on raising agricultural income and production,

The nature of constrajints to raising the income of the rural
poor in Aceh, combine! with {dentified deficiencies in current government
programs has led to selection of a J-pronged integrated approach for the
rrovincial Development Program in Aceh: (A) Agricultural planning and
evaluation, (B) agricultural support and production, and () rural
handicraft and processing industry,

wricultural production and income cannot be increased without
informed and integrated planning and evaluation, Although there have been
some attempts to coordinate activities of the various agricultural
service agencies, agricultural development in Aceh has not been approached
in a systematic way whereby goals and programs are established in order
of priority and availahble and necessary resources allocated accordingly.
it is apparent that if agriculture is to be the leading sector for eco-
nomic development and increacing income of the rural poor in Aceh, the
Bappeda (Regional dewelopment Planning Body) sust play an active role
in coordinating overall agricultural planning and & major objective of
the Aceh portion of 0¥=1 will be to improve the Rappeda's capability
to perform that role through training, technical assistances, and
actual participation in subproject planning, development, implemen-
tation, coordination, and evaluation,

Effective and efficient irrigation, cooperatives, extension, credit,
roads and ports are necessary support for increasing productivity in the
agriculzural sector and reising income of the rural poor. Since the
cmphasis of the Provincial Area Development Program’'s production and
support thrust (s on relatively quickeyielding subprojects, most contri-
butions to agricultural support will be in the form of making marginal
improvements and/or providing better maintenance for existing facilities,
As far as possible the Provincial Area Vevelopment Program will work
wvithin existing institutions and programs, attempting to improve the
capabilities of these institutions in the delivery of services to
farmers.

With the majority of Aceh's rural population employed in various
ways in rice production, it is obvious that any project intended %o im-
prove income of poor farmers must address the existing problems of low
productivity and pre- and post-harvest losses and the difficulties of
including farmers to adopt new technologies. Present yields in Aceh are
between two and three tons per hectare, Pre-harvest losses due to pests
and disease are significant, Estimated losses of grazin during harvesting,
threshing, drying, storage, processing and transport average 28 perceit.
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Milling recovery, rice quality, and storage capability are relatively
low in Aceh, A completely integrated pilot package aimed at raising
rice production through higher yields, reduction of both pre-harvest
and post-harvest losses, and improvement in milled quality will be
developed as part of the Provincial Development Program. Emphasis will
also be placed on production of secondary crops, vegetables, fruit,
estate crovs, and livestock,

There ave seyeral small industries in the target areas which
provide supplementary employment and income for rural households on a
permanent and scasonal basis, These activities include mat weaving,
silk weaving, clay pot making, fibre rope making, smoked banana pro-
cessing, brick-making, saltmaking, metalworking, and traditional
embroidery. Most of these products supply rather limited local markets,
and many are women's activities., Through modest improvements, PDP 1
assistance will focus on increasinj, profit from local markets, rather
than attempt to expand proonction for sales in other regions. In
some cases the introductfon of isexpensive tools and equipment and use
of new techniques, materials and designs would make 2 significant
contribution in terms of improved quality and increased productivity.
in other cases better management practices and marketing information
would he helpful, Marketing studies will be carried out under the
'DP to evaluate production, processing and marketing of crops produced
in the target kabupaten, This will be undertaken early in PDP {fmple~
mentation so that a production program can be designed and {mplementes.

Agricultural Planning & Evaluation

sgricultural productivity in Aceh is generally low, despite abundan)
rainfall and availability of fertile land, Personal income is only
slightly above that of heavily over-populatid land-scarce areas in
‘entral Java., Thus far, government efforts to increase agricultural
production have been scattered and only margirally effective, This is
due, in part, to inadequate coordination among various agricultural
agencies, reflective of the overall lack of a systematic approach to
agriculture policy and project plauning and evaluation., . shortage of
trained manpower and adequate facilities are major obstacles to
development of a comprehensive orderly approach to agricullural develop-
ment in Aceh,

The various agriculture agencies in aAceh more or less establish
their own priorities and operate independently of one another in their
various project activities, Without development of a coordinated sup-
porting physical and administrative infrastructure, low income farmers
have been reluctant to accept the risks associated with adoption of
new inputs and tachnologies. Lacking efficient mechanisms for the de-
livery of services to farmers, programs meet with failure or disinterest.
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Frovince level agricultural, economic and statistical analysis
capability is very linited, The quantity and quality of statistical
data available is inadequate for offective agricultural planming sad
¢waluation, There is an urgent need for develojment of a coordinated

. system of routine collection, evaluation, and use of accurate data in
planning agriculture projects,

The techaical assistance and training needed to provide Aceh
rovince vith the agriculture planning and evaluation capabilities
necessary for successful development will focus on and be coordinated
through the Bappeda, The Sappeda will be the key planning, coordi-
nating, and evaluation agent for the 'DP, providing the Bappeda with
valuable experience for its anticipated role in overall province |
deve lopment , |
Among its responsibilities, the Bappeda ‘
L, Develops strategy for the S-year development plan, |
2. Co-ordinates plans prepared by the Technical Services (Dinas) and 1
other government agencies,
3. ‘o-ordinates ¥abupaten planning, and
4. Controls the preparation and implementation of provincial plans;
and aesists in evaluarion and adjustment of plans.

The listing of functions above illustrates the broad scope and
role of the Bappedas. But in fact the Buppeda is not adequately staffed
aor equipped to carry out its responsibilities, Its pressnt tiis fn
the agriculture sector is basically limited to that of serviue agency
budpet reviews, with little or no attempt made to function actively
in planning, coordinating or evaluating themultiplicity of projects
administered by the various techanical agencies. Moving into this area
of itz assigned responsibilities will in fact represent a significant
new departure for the Bappeda which the Chairman of the Bappeda supports.

Advisory support and training will be provided to enable the
happeda to assume its expanded role, An agricultural planning advisor
will be assigned to the Bappeda in Aceh under the PP for 3 years.

A major function of the advisor and Bappeda staff will be to assure
conrdinated, timely planning and management of all agreed upon projects.
They will provide leadership of an Agricultural Planning Committee in
Aceh of representatives of the provincial service agencies, the Bappeda,
the Governors's officr and Syiah Kuala University. They will also be
responsible for developing co-ordinated project planning and management
including provision of mechanisms to include farmers in the planning
process.,
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Other short ters advisors will be provided in such areas as agri-
culture statistics gathering snd analvsis, agricultural economics, and
land use capability studies, Training and technology transfer will be
4 major component of their input,

it is anticipated that one local Bappeda employee will receive
J years training in agricultural economics, He would on return assume
a4 major role in overall agriculture planning at the Bappeda, In
addition, it is planned rto train 4 individuals for 6 months each in
sgriculture project planning,and probably | person will be selected
for a special 1 year study of agriculture statistics and analysis,
This training will probably be conducted in the U.S5,

A major component of the PDP will be evaluation, both of the PLP
iteelf and of the varie! and numerous subproject activities to be tested,
Funding will be provided for surveys and studies to assess subproject
impact and service agency effectiveness., Outside evaluators will be
brought {n as necessary, but {t (s hoped the Syiah Kuala University can
make a major contribution in this area. Since the head of the Bappeda
is also the Rector of the University, & good climate for cooperation
exists,

Utilization of University resources for project surveys and eva-
luation may be tested in a special survey of land tenure pattermns to
be done in the target kabupaten at the start of the project, Experiences
in other areas of Indownesia and Southeast Asia suggest that the intro-
duction of yield increasing technology often has a differential impact
according to the size and distribution of land holdings and the naturz
of tenurial status. It is possible rural income inequalities may be
widened and tenant farmers displaced, These problems ave of special
concern to the Provincial Development Program in Aceh, Only a very
small percentage of land in Aceh is registered wilh the Land Use
Directorate ,and although there have been a few surveys, the data avail-
able are not avequate to plan and evaluate agricultural development in
the target areas, It is planned, therefore, to conduct a study of land
ownership and tenure status in these areas before implementation of the
Provincial Area Development Program in order to provide base line data.

B. Agricultural Support and Production

Agriculture in ‘ceh is characterized by inefficient use of rela-
tively good resources, There is land and water available and the noils
are productive., Yet yields of all types of crops including rice, fruit,
vegetable and small estate crops are below potential., 2ice yields, for
example, average 2-3 tons per hectare. Only 8 percevc of the riceland
is double=cropped, although with minimum improvemenss this could easily
be raised to 30-40 percent of all riceland. In mary arcas vhere wvater
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fupplies are less adeguate, secondary crops such as soybeans could be
successfully produced. Studies indicate that secondary crop production
is oaly a fraction of vhat it could be, Vegetable production could be’
greatly expanded as well,

fural iafrastructure is a particularly severe constraint to ex~
panding agricultural production in Aceh. Existing irrigation systems
Are in a state of disrepair. In the target kabupater there are 25
pumped  irrigation system installed. Several of these, relatively new
Systems, are inoperative Jdue to poor maintenance, lack of traised O & o
persomnel, or spare parts. Wells may offer a good potential source of
supplemental irrigation water, Hovever most existing wells apprar to be
supplying much less than is possible, based on estimated ground wvater
levels, simply because existing welle-construction techniques don't
fully exploit ground water potentials.

Transport facilities are another serious proble ! area. Most farm
to market roads are in poor shape, and oftem impassable during the
rainy scason, HAridges have deteriorated or are non-existent., Port
facilities are antiquated and inefficient. The main Aceh - Medan road
is in poor condition for over half of its distance.

Agriculture service extension activities are generally in need of
upgrading, Ageats are not well trained and are assigned to inordinately
large areas. runding (s insufficient for travel or cifective demonstra-
tions, Facilities ani materials for educational activities are generally
lacking ov of questionable quality, This situation has been a key factor
In the very slow adoption of improved technology in Aceh particularly
for rice production.

Government credit programs have been generally unsuccessful in Aceh,
Credit has not been sufficient to the need and little supervision is
provided, Under the R'YAS program, which provided some credit in kind,
faputs such as fertilizer often arrived late or in insufficient quant i~
ties. The repayment rate for government loans consequently has been
poor, averaging under 50 percent for some years.

livestock production has increased in recent years with an average
of 1-3 per family but is scill relatively low, ‘ue gencrally to poor
heaith and nutrition, Internal and external parasites are serious
profilens, and availability and cost of pharmaceuticals are such that few
animals receive preventive health care. Most animals are grass fed, but

poor pasture management contributes to a low quality diet for range fed
catele,

in summary the overall agricultural production and support situation
in Aceh offers much potential for improvement. Balancing this is the
overall favorable resource situation wvhich, with selective and well
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managed Loputs, offers real promise for expanded production and in-
creased rural incomes,

There are a number of Agriculture Service Agencies with responsi-
bilities in the agriculture production fleld, The primary action agents
for production and support under this project, are the Food Crops
Service, the Animal “usbandry Service, and the Lstage Crops Service.

The Food Crops Service will have responsibility for implementation
of the FDP subproject production activities and construction and
adeinistration of tw: Food Crops Training Conters. field activities will
be administered by the district level offices.

The Lstate Crops Service will provide assistance under "DF to small
krowers of crops such as coconuts, sugarcane, and coffee. The Service
already has aniextensive program for coconut production underway with
more than half of the office field units engaged in this activity,

Assistunce to cooperatives will be administered through the
irovincial Cooperative Office, This office has been administering a
program of small cooperative consolidation into what are called Village
Looperative Units. There are 12 of these units in Aceh Besar, and 16
in Aceh Barat, The Cooperative Service focuses on marketing and dise
tribution, and purchases some rice under the governments price stabili-
zation program,

tach of the agencies discussed above has obvious clear cut areas of
responsibility and authority, which are carried out vith varying degrees
of effectiveneys. The Provincial Area Development Program while contri-
buting to individual agency project capabilities will also focus on
improving the local agency inter-relationships necessary for the success
of integrated project adwinistration activities. A key objective of the
program will ke to foster development of a planning and implementation
environment that eacourages dialogue, coordination, and cooperation
among action agencies., The administrative situation in Aceh now appears
to be favorable toward this kind of initiative, with the Covernor and
“hairman of the Bappeda both in full support of this goal.

In response to the situation and problems effecting agriculture
production in Aceh a number of approaches will be tried and tested under
the program, The main objectives of thesc activities will be testing
for economic viability and replication, md providing the various {nvolved
agencies with the actual experience of project planning, support and
sdainistration, The subproject component listing which follows is not
meant to be exhaustive nor does it exclude possible other initiatives;
but it does provide n illustrative lis2ing of the nature and kinds of
activities that are currently thought to offer the best opportunities
for addressing rural poverty in Aceh. The main focus of crop testing
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will be on rice, avd its integration with secondary crop production,
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A completely integrated rice production project is planned on a
pilot basis in two 2reas, oue in Aceh Besar and one in Aceh Barst,
Netails worked out and methods ideveloped in the pilot areas should then
be suitable for replication to an increasingly expanding area of rice
production in Aceh and other parts of Indonesia. Four Invonesian rice
production specialists will be selected and trained for & months each
at the international “ice Research Insiitute, IRRI, Philippines. This
in=depth training in rice production (U necessary to develop a cogps
of trained rice production subject-matter specialists to provide in-
country training and supervision of the pilot and later expanded rice
production projects, Two other local specialists will be tratned at
[&R] for & months each in rice production mechanization and post
harvest technology.

A provincial crops production training/extension center will be
established and equipped at the site of the present government rice
seedling center in Kecamatan Sukamakmur. A senior rice production
training specialist will be brought in for a two-year period to assist
in the design of all necessary facilities and the establishment and
specation of the conter for techuician training, variety testing, seed
multiplication, and crop extension in the area. Two of the rice
production subject-ma*ter specialists and one of the specialists trained
in mechanization and post-harvest technology at IXRI will be stationed
at the center to form the basic teaching staff for rice, This center
will serve the entire province in the training of provincial crop pro-
duction extension agents, During the four-year program training will be
provided at the center for extension agents and leading farmers. With
support and direction frow the province center, variety testing and
seed multiplication will be undertaken at the kabupaten center as
required, A major responsibllity of the center will be to support ond
direct the pilot and expanded (rop production supervised credit and
extension project in the area.

Other activities will include preparation of instructional materials,
coordination and supply of production inputs for participating farwmers,
and development of improved harvest and post-harvest handling methods,
including demonstration of IRKI threshers and dryers.

secondary Fleld and ood Crops

A concentrated cifort will be made to expand the hectarage of secon-
dary crops such as corn, sorghum, soybcans, and peanuts, particularly
on land presently left idle after being used to grow one crop of rice
vach year. These crops can be important sources of human food and
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livestock feeds domestically and they are in demand worldwide, To ea-
courage the expanded production of secondary crops in Aceh the following
ie planned:

8, Subject matter specialists will be trained at the start of the
program, It s envisioned that & persons (experienced PPL agents from the
Food Crops services) will receive training in & third country for six
months cach,

b, Agro-economic studies and adaptive trials will be conducted
by tae returning trained specialists with the assistance of a specialist
from the Director (encral for Food Crops to determine what crops can be
growm at the best relative advantage.

aith the help of outside sprecialist assittance, a trainiag
program for extension agents and a program of vavietal, cultural and
ceonowic adaptive trials will be developed, The specialists will pro-
vide the leadership for expansion of secondary crops production in the
twe pilot project arcas, Emphasis will be on developing a system
whereby farmers who nov only groan one crop of rice will be encouraged
to follow the rice crop with a secondary crop planting.

d. A supervise!] credit scheme for secondary crops similar to the
one tor rice production will be developed with technical assistance and
implemented in the tvo pilot crop production areas and in expansion of
these arecas, Similar considerations as applied to the rice project will
be piven to input availability, credit approval system, and supervised
production,

?r.vlnhle Lrops

Production of vogetable crops can be substantially increased in
Aceh, particularly iu and sround the areas of population comcentration,
The following are planned as a means to increase production of selected
vegetables crops.

a., Three subject-matter specialists will be sent overseas for
approximately 6 monthe training in vegetable production mcthods,

b, The trained vegetable production specialists with the assistance
of an experienced vegctable specialist will develop a training program
to be included as part of the secondary crops training for extension
agents (and possibly leading farsers), In addition, these tvo officers
will conduct agro-economic studies and surveys and develop a program of
adaptive trials and Jemonstrations., Ffrom 5 to 10 vegetable crops will
be selected which offer the best economic advantage to growers and a
program developed to cxpand production and improve the quality of these
crops in specific areas,
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¢, In the two pilot production areas, a supervised credit program
for vegetable production will be developed and implemented along the
same lines as that adopted for rice (and secondary crop) production.

Fruit Crope

Ta lsprove the production of high gquality fruit, perticulariy for
export, a tropical horticulturalist, will be brought in to review the
production and market situation, sele:t approximately 5 fruit crups for
emphasis and develop a suitable progrem.

Small-holder Estate Crops

A comprehensive feasibility study conducted by a number of estate
crops experts from Indonesia (and Malaysia) is planned as a first step
to improving production and quality of smallholder estate crops in
Aceh, There are a large number of estate crops being grown, but before
action i¢ taken an' {nvestments are made it 18 necessary to have
reliable fnformation on the world market demand for various estate
products, the economic advantages in groving one crop over another,
and a detailed analysis of the situation in Aceh with respect to the
potential for estate crops production, This analysis should include
the presently grown crops such as sugarcrane, ¢ loves, nutmeg, coffee,
rubber, cacao, patchouli, coconuts and others. It should also consider
other suitable estate crops for consideration in Aceh. From this
study, a detailed plan of action will be developed for the entire
estate crops industry in the province which also should have appli-
cation to Indonesia generally,

Livestock

Technical assistance will be provided to help the provincial animal
husbandry service officers 1o select aress and develop a project to
{mprove production from and use of the native pastures. Such factors as
fencing, location of drinking water, rotationsai grazing, supplemental
feeding, provision of =nineral and salt supplements and pasture top-
dressing will be studied and a program developed and implementation
started. A program to expand the area of improved pastures is planned
with speclalist technical assistance to help identify areas for a pilot
project. This progras should develop a system for efficient pasture
{mprovemsnt including cultural methods to be used, need for machinery
in land preparation, seeding mixtures and varieties, fertilizer re-
quirements, fencing and pasture mansgement practices for different im=
proved species of grasses and legumes,

Improved animal nutrition must receive serious attention if Aceh's
livestock industry is to be economically productive, A specialist in
animal nutrition will be engaged to review the needs snd opportunities

e,
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for iwproving the {ecding of all classes of livestock, A study ef the
present small leed williog capacity and the quality of the feed for
poultry and other livestock will be made, A specialist in animal
breeding will be brought in to work directly with the appropriate
2aimal hushandry ofiicers at Inderapuri and elsevhere in the province
to vpgrade the animal breeding program. A review of the present arti-
ficial insemination progras will be made and recommendations presentad
for impioveseut, The probiem of small, in-bred cattle will be examined
and the present cross-breeding program reviewed. The diagnostic
laboratory will be evaluated in terms of its ability to provide adequate
service to the provincial livestock industry, and recommendations for
up~grading made if necessary.

An immediate start will be made to develop the capability to breed
the improved Alabio duck now imported from Kalimantan., Specific assist-
ance in terms of incubators, duck rearing facilities and initial impor-
tation of breeding stock will be provided.

irrigation

\ technical irrigation farming specialist will provide guidance and
training in the maintenance and use of irrigation facilities, This
officer should be assigmd to wore with provincial technicians of the
‘ood Crops Agency and appropriate officers from Public Works, Particular
attention will be given to the two pilot crops production aress to
develop a workabl, system for controlled irrjgation, drainage, management,
and the recomaended cropping practices which will most effectively use
available irrigation vater. The main purpose will be to develop a
system for effective irrigation administration that can be duplicated in
other selected areas.

Also, it is planned that a nusber of wells be drilled inand around
the pilot crop production areas to determine the feasibility of using
shallow wells to provide supplemental irrigation water, About 20 wells
of about 5 to 7 meters deep will be Jug and lined with concrete pipe
and provided with a manual pusp, The wells will be dug and water quality
and yield information gathered and analyzed within one year. On the basis
of the data collected, the potential for using wells would be established
and a program to dig additional wells developed {f justified by test
results,

In selected locations where pumps are deemed necessary, the Provine
cial Development Program will assist in the installation of power-driven
pumps. A maintenance project of technical assistance and training for
maintenance of existing pumps will be implemented immediately.
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Auricultural Cooperatives and Lredie

Two agricultural cooperatives (RD's), one in each of the pilot
crop production arcas, vill be Biven intensive assistance to i
their operations, A cooperative and credit specialist will be pro=
vided to assist the cooperatives office svaff to organize these
cooperatives and to jdentify and abtain tmproved training, financing,
businers management, facilities, mechership Participation, marketing
and other services. The need for and the feasidility of cooperatives
providing simple bulk fertilizer blending and custom ploving (parti=
cularly for secondary crops production) in the two pilot areas will be
determined,

An improved NIMAS supervised credit scheme will be developed
in the two pilot crops production areas. Inftially this scheme will be
for rice production in the pilot areas, but methods for inplementing
timilar schemes for secondary and vegetable crops will be developed,
The main emphasis will be on establishing an effective supervised
credit system in the two pilot areas with the clear understanding that
it will be expanded to other areas as rapidly as possible after it has
been degonstrated to functior successfully, In ad/iition, the cooperative
and credit specialist will provide advisory assistance to the two pilot
cooperatives as required in all loan making, servicing and education
Activities,

Extens (on
s

This is, of course, the key element in sucgessful expansion of the
tested subproject activities throughout the province.

Te begin the long srocess of developing a qualified and respons ive
extension service in \ceh, long-term oversecas training will be provided
to an agriculturalist in extension education who would probably work
out of the Bappeda assisting various services with their extension
program, This is suggested because of the serious weakness of the
existing extension staff {n developing, implementing, and evaluating
extension programs fo women and farmers. This senior-level training is
needed to provide the future lesdership in extension as this program moves
from a pilot to a province-wide approach in the years ahead, In-country
training will be provided in food Crop extension activities, These
training programs will {nclude women, especially for extension activities
involving the production of secondary and vegetable crops. Leading
farmers will also be trained in he expectation that experience and
respect will make them effective agents for change among farmers groups,

Anspor

The lack of efficient, low-cost transport services connecting
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production with consumption arcas represents a major constraint to
increased production and income in rural areas., CGiven the serious
nature of this problem in Aceh, clearly there are limits to what can
be accomplished under this program, Nevertheless a selective infusion
of funds and technical assistance in coordination with other elements
of the program should have a significant impact in the short rum.
Limited assistance for the maintenance and improvement of radial roads
connecting farms with maruats and ports will be provided, based om
JEi=t USAID/COL agreement on need for PDP subproject support.,

Some ocean shipping offers an option in Aceh for reduction of
transport costs, Au effort will be made under the program to improve
the operating efficiency of existing ports (Meulaboh and Malahayati)
in order to reduce turn-around time and lower port costs. Port
specialists will be brought in to identify marginal changes, which
would likely be financed under other programs, that could contribute
to improved operating efficiency.

Sub-Project Replication

Most of the various subproject activities described above will be
carried out on a test pllot-project basis nearby the training and
extension centers within 2 mukim. 7To benefit most of the rural
poor in Aceh, expansion o successful subproject activities throughout
the province will be required, This would definitely include rice
and secondary crop production packages, assistance to small estate<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>