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PROJECT AUTHORIZATION

AMENDMENT

INDONESIA Provincial Area Development
Program (PDP) II
A.I.D. Project No. 497-0276

1. The PDP II Project was authorized on March 7, 1979, with life-of-
project funding of $24,000,000 of which $18,000,000 was loan—funded, and
$6,000,000 was grant-funded. The authorization was amended on May 3 .
1982, to add $500,000 in grant funds, thereby increasing the life-of-
project funding to a total of $24,500,000, of which $6,500,000 was
grant-funded.

2. Purguant to Section 103 of the Foreign Assistance Act of 1961, as .
amended, that authorization is hereby further amended to add $13,500,000
in loan funds, and $3,500,000 in grant funds, thereby increasing the
life—of-project funding to $41,500,000 of which $31,500,000 is loan-
funded and $10,000,000 is grant-funded. The amount of the increase,
$17,000,000, shall be available for a two-year period from the date of
this amendment, subject to the availability of funds in accordance with
the A.I.D. OYB/allotment process, to assist the financing of foreign
exchange and local currency costs for the project. The planned life of
the project, as amended, is ten years and six months frem the date of
initial obligation.

3. The amendment(s) to the Project Agreement(s) which may be negotiated
and executed by the officer(s) to whom such authority is delegated in
accordance with A.I.D. regulations and Delegations of Authority shall be
subject to the following essential terms, covenants, and major
conditions, together with such other terms and conditions as A.I.D. may
deem appropriate.

(a) Condition Precedent to Disbursement

Prior to the first disbursement of loan funds under this
amendment for subproject activities, or to the issuance by A.I.D.
of documentation pursuant to which disbursement will be made with respect
thereto, the Cooperating Country shall, except as A.I.D. may otherwise
agree in writing, furnish to A.I.D. in form and substance satisfactory
to A.I.D., evidence that the Cooperating Country has issued a series of
instructions to the provinces participating in the project which
establish a new planning system agreed upon between the Cooperating
Country and A.I.D.
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~(b) Covenant

In order to maximize the institutional development

‘of districts (kabupaten) resulting from the project, the Cooperating

Country shall agree that any district which participates .in the

project shall continue to do so for the entire life of the project
whether such district is presently participating or is added during the
extension of the project.

4. The authorization referred to above remains in force excth as

modified herein. , \ 3[/
Signature ,\f AT

M. Peter McPherson (-
Administrator ‘gf\

Date s\ )\6\3‘5

Clearances: Date Initial

Charles W. Greenleaf, AA/ASIA S.%213 C &L,

John R. Bolton, AA/PPC . WD
(; Richard Derham, GC 5[ fo A

v
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GC/ASIA:Ssta:hp/eb:5/11/83:632-8092



GLOSSARY OF TERMS

AOP

APBD
APBU

SAPPEDA

BAPPEDA Tingkat I’
BAPPEDA Tingkat II
BAPPENAS

8PD

BANGDA

BANGDES

Bupati

Camat

DIP

Dup

Dati I

Dati II

-

Annuai Operational Plan for PDP activities in a
given province or subdistrict

Annual budget for province level government
Annual budget for national level government

Regional Planning Agency; Badan. Perencanaan
Pembangunan Daerah

Regional Planning Agency at the proéincial
level: a staff office of the Governor

Regional Planning Agency at tiie kapupaten or
distric level; a staff office of the Bupati

National Development Planning Agency; Badan
Perencanaan Pembangunan Nasional

Regional Development Bank; Bank Pembangunan
Daerah '

Directorate General of Regional Development,
Ministry of Home Affairs; GOI counterpart
agency for PDP

Directorate General of Village Development;
Ministry of Home Affairs; implements INPRES Desa

Chief executive officer of the district
(kabupaten) level of local government under the
Department of Home Affairs

Chief executive officer of the subdistrict
(kecamatan) level of local government under the
Department of Home Affairs

Approved project document which includes
financing; Daftar Isian Proyek

Proposed project document; Daftar Usulan Provyek

Provincial level of government; Daerah Tingkat
I: Level One Region

District level of government; Daerah Tingkat
II: Level Two Region



Desa

Dinas

..GO1I
IFY
Governor

INPRES

%abupaten

Kantor Wilayah
(Kanwil)

Kecamatan
Kepala Desa
LKMD

LGT II

MPS
NTB

NTT

-iji=-

Village

Technical agency in charge of project
implementation; under the provincial governor
under the Ministry of Home Affairs

Government of Indonesia
Indonesian fiscal year

Chief executive officeér of the provincial level
of government under tihe¢ Ministry of Home Affairs

A GOI program begun in 1969 to decentralize
authority and funding for infrastructure
(schools, roads, markets,) implemented by the
Ministry of Home Affairs; Instruksi Presiden:
Presidential Instruction

District; the administrative unit below a
province and above a subdistrict (kecamatan);
see Bupati

Province level office representing a sectoral
ministry

Subdistrict: the administrative unit below a
district (kabupaten) and above a desa
(village); see Camat

Chief executive office of a village under the

Ministry of Home Affairs

Village Council; Lembaga Ketahanan Masyarakat
Desa

Local Government Training II; a USAID-assisted
training project implemented by the Agency for
Education and Training (Badan Diklat) in the
Ministry of Home Affairs

Multi-Year Program Strategy for PDP in a given
province or sub-district '

Nusa Tenggara Barat; a PDP II province located
between Bali and NTT

Nusa Tenggara Timur; a PDP II province in
Eastern Indonesia located between NTB and Irian
Jaya



PDP

PKK

Province

REPELITA Daeral

Tingkat I

Tingkat II

-iii-

Provincial Development Program

Women's organization at thz village level: The
dealthy and Prosperous Family

The administrative unit of local government
above the district (kabupaten) and below the
central government

Five Year Regional Plan

Level one: the province level of government;
see Dati I : _

Level two: the kabupaten lewel of government;
See Dati II



I. EXECUTIVE SUMMARY

Relationship of PDP _to the CDSS

A common theme underlining the AID development assistance strategy to
Indonesia, as articulated in the FY 1985 CDSS, centers on the importance
of building institutional capacity, particularly the capacity of local
government and non—governmént institutions. Central to this strategy is
the need to encourage the devolution of authority and responsibility from
central to lower levels of government and to develop communication _
linkages between local government and the rural communities they serve to
insure that localized needs and aspirations are addressed. )

Effective community participation in the process of governmental
decision-making in Indonesia is presently limited due to long standing
cultural and political ctraditions and the centralized and hierarhicai:
nature of the governmental administrative structure. An essential first
step in generating greater popular participation in governmental decision
making centers on the need to strengthen the capacities of local
government to plan and manage developmental resources in an efficient
manner. Until local governments have established a basic capacity to
plan and manage develcpment programs the central government is unlikely
to devolve significant authority and vest substantial financial resources
with local governments and as long as local government capacity is
limited it is unlikely that they can develop effective linkages with the
communities within their jurisdictions.

The Provincial Area Development Program (composed of PDP I and II) has
received the following support from the GOI and USAID since 1877:

AID GOI
Project Grant Loan (excluding in kind)  Total
$ in millions

PDP I 2.8 6.0 4.2 13.0
PDP I, Extension 2.3 6.5 4.5 13.3
PDP I1 6.5 18.0 , 6.0 30.5
Sub Total 11.6 30.5 14.7 56.8
Proposed PDP II, Extension 3.5 12.65 9.7  25.85
Total 15.1 43.15 24.4 82.65
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The purpose of this amendment is to present the strategy for USAID's
final input into PDP; to secure that final input, specifically,
additional funding for four annual planning and implementation cycles in
the six PDP provinces which begin (for four provinces) in April, 1983,
and for additional technical assistance to work with GOI agencies in
implementing systems for planning, monitoring and evaluacion.

PDP_and INPRES: goals and purposes:

PDP was established as part of the revenue sharing (INPRES) programs of
the Ministry of Home Affairs. The eight INPRES programs fund the
construction of infrastructure projects such as roads, irrigation
systems, and elementary schools. PDP, the only non-infrastructure INPRES
program, provides block grants for locally planned and implemented
projects in agriculture, small industry, and credit in eight provinces of
Indonesia. The first INPRES program was established in 1969; the two PDP
programs (I & II) were established in 1977 and 1978.

The long range goal of PDP is to increase the productivity of rural
pPeople through locally designed and implemented programs for economic
development. The means of achieving PDP's goal is to decentralize and
provide increased funding and autnority to the planning boards (BAPPEDA)
and in turn to technical agencies at the province and district
(kabupaten) levels to support locally designed and managed programs.

The purpose of PDP is to strengthen these local planning boards and
technical agencies so that they can make good use of this delegated
authority, and to expand local participation in project design and
implementation. It is expected that these boards and agencies will
rapport and work with village level institutions, in particular, the
elected village councils (LEMDs), the forum in which rural people can
meet with district level planning officials to express their concerns
about the development of their communities. Stronger local agencies can
also establish policies and programs which contribute to sustained
regional development. PDP, for example, has helped to establish rural
credit programs with policies which allow programs to be self-financing
and is establishing livestock programs which can be expected to run with
no more than routine local government assistance, such as the extension
service. The delegation of authority and funding to the BAPPEDAs under
PDP also provides them the opportunity to experiment with a variety of
technologies and approaches to rural development problems which cannot be
addressed by national programs.

The Process of PDP

The PDP, as a program of the GOI, is attempting to establish a process of
economic and institutional development rather than being a conventional
project with narrowly defined outputs and a limited time horizon. AID
inputs are necessarily being made over a discrete ten year time horizon,
but the GOI's strategy of decentralization was in place before the input
of AID resources and will inevitably continue to evolve upon termination
of these external resources.
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Under PDP I and II the Ministry of Home Affairs makes annual block grants
of about $1.0 million to the province's regional planning board (BAPPEDA)
in each of the eight PDP provinces as prefinancing for the annual
program. The BAPPEDAs are then responsible for determining the overall
strategy for the use of those funds. That strategy is expected to meet
policy goals established by the center (maximum decentralization, maximum
participation by rural people, among others). The province is
responsible for determining the extent of further decentralization of PDP
funding appropriate in the province and the content of the province's
program. The maximum extent of decentralization desired by GOI
legislation would make the district responsible for multi-year and annual
planning as well as monitoring and evaluating regional development
programs, both PDP and sectoral. Regardless of the extent of
decentralization in any particular province, province-level BAPPEDAs are
responsible for quality control and coordination of development

programs. These programs are expected to take advantage of local
resources and be responsive to local needs as identified through a
process of discussions with rural people.

The PDP I provinces have completed five planning and implementation
cycies. The PDP II provinces, begun in two groups in 1979 and 1980, have
completed four and three cycles respectively. The province planning
boards have increasingly redelegated funding and authority to local
levels of government according to the ability of those levels to accept
authority. West Java and NTB have redelegated 60% of the annual budget
to the district (kabupaten) level by the third cycle and plan further
redelegation when subdistrict (kecamatan) agencies are stronger.

Programs to date

To date approximately 660 projects have been approved under PDP II
involving USAID funding of about $14,900,000. The sectors to which PDP
funds have been committed have been as follows:

- Agriculture $6,000,000
- Credit 4,500,000
- Small indust:ry 1,500,000
- Training 1,500,000
- Local government 1,400,000

Agriculture programs feature fisheries (small fish ponds, new supplies of
fingerlings, motorization of ocean-going boats); livestock (distribution,
new breeding and care techniques); estate crops (intercropping
techniques); forestry (fast-growing fuelwood trees); food crops (new
varieties, experiments and demonstrations with non-rice crops,; upland and
dryland farming trials and demonstration, research and training centers,
petter extension).



A

}

A

>iy-

Credit programs consist of cash systems at the subdistrict and village
levels and supported at the province level by the locally managed banking
system. These credit systems uniformly charge interest rates which cover
the cost of borrowing and which are consequently self-sustaining. The
most advanced systems (in particular Central Java) are preparing to
experiment with savings and loan associations. Beneficiaries of small
scale credit are petty traders, predominantly women, who generally
increase the size of their loans with repeated borrowing.

Small industry programs provide credit for materials, equipment,
marketing opportunities, new production techniques, and new' products to
rural producers.

Training programs have been largely technical training for officials in
technical agencies and for recipients of project inputs. The latter will
be emphasized in the future as well as training for officials in
management and administration of the revised planning system (and later
in monitoring and evaluation) and for village people in community
development and needs assessment through the LKMD.

Lessons learned

The experience of PDP to date, as documented in a 1981 AID/W sponsored
evaluation and more recently by the PCC Local Government Field Study and
an AID/W sponsored evaluation of the PDP credit strategy, has demonstated
the essential soundness of the GOI's and AID's strategy of governmental
decentralization. Particularly in the fields of rainfed agriculture and
credit the PDP has demonstrated the central importance of decentralized
priority setting and management. Several lessons have been distilled
from the PDP experience which will shape the process of decentralized
planning and management under the project in future years. Among the
lessons learned are:

o) that an emphasis on direct and immediate impact must take into
account as well the need to produce sustained impact;

o that decentralized planning can lead to a lack of program focus
without the disdlipline of a sound planning process;

o that an information system is vital to good management and
planning;

0 that the quality of support from the center to the provinces
needs to be improved, including the need to revise the
reimbursement system;

o] that a clearer distinction must be made between the center's role
in determining policies and requiring accountability, and the
provinces' role 1n devising locally appropriate strategies to
meet national and regional policies goals.
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The strateqgy for the PDP Il extension

Based on experience thus far, the next phase of PDP will be based on the
‘following strategy:

1. Institutional development of the province and district level
BAPPEDAsS. During the extension the capacity of these agencies will be
strengthened and their roles in decentralized development more clearly
defined operationally. The provincial BAPPEDAs are responsible for
overall coordiunation and quality control of development programs and for
general strategy setting for the province; district BAPPEDAs are
responsible for specific strategies for the district and for managing the
process of.communicating with rural people through the forum of elected
viilage councils (LKMDS).

2. Revised planning system. This system establishes a five-year plan
for PDP funding, the Multi-Year Strategy (MPS); an annual operational
plan (AOP); and an improved project proposal document (DUP). The latter
is expected to provide sufficient information on which to base monitoring
and evaluation. The annual plan shows the activities of a single budget
year and is the basis for integrated, inter-sectoral planning. The MPS
sets the long-term goals for PDP and during the life of PDP will bridge
the annual activities with the regional plan (REPELITA Daerah) which for
the time being is an extremely general planning document also prepared by
the planning boards. After PDP the skills and methods learned in
preparing the MPS can be used in preparing a more thorough and
comprehensive REPELITA Daerah.

3. Revised information system. This system includes monitoring and

evaluation systems and complements the planning system. The monitoring
system tracks implementation, and the evaluation system measures impact.
Both are necessary to later planning sa that experience can be analyzed

and incorporated into planning.

4. Revised reimbursement system. The percentage of cost system will
replace the present fixed amount reimbursement system. The intent is to
permit a sampling of projects and consequently a more substantive review
of activities in each province. The intent, furthermore, is to review
th~ provinces' systems of planning, monitoring, and evaluation, not tc
aaplicate or substitute for these systems.

5. Revised training system. Training in the future will be loan funded
and will be identified and executed by the provinces through the normal
planning and budgeting (DUP/DIP) system. Training, then, will be an
~adjunct and complement to the planning process for project activities.
Training will emphasize skills training in the administrative processes
(planning, monitoring, and evaluation), and management for planning
officials, skills training for recipients of project inputs, and
comnunity development training for members of village councils (LKMDs) to
improve the bottom up planning process.
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AID inputs
Under this extension the Mission proposes the following inputs:

1. Technical assistance for six provinces and the center: 44
person-years of long-term expatriate assistance; 4 person-years of short
term assistance; 6 person-years of expertise procured through an
Indonesian firm. On average each province (and the center) will receive
8 person-years of assistance over the six-year life of this extension.

Assistance to the center (BANGDA) will consist of a Chief of
Party/Training advisor, a long-term trainer, and a long-term credit
advisor. (Already in place in BANGDA is an advisor for planning and
information systems funded through PDP I.) All provinces except Bengkulu
will have a long-term planning advisor who will work with the BAPPEDAsS
and technical agencies to implement the revised planning and information
systems. Technical consultants in agriculture, credit, and small
industry will be stationed in several provinces and will serve multiple
PDP provinces.

2. Training: masters degree training for up to 20 GOI officials. These
officials will be selected both from the BAPPEDAs and technical agencies
and from the center. Most of this training will be in the US.
3. Commodities: 12 vehicles for use by long-term consultants.

4. External evaluations of project outputs and impact.

S. Capital assistance for training and project activities in the six
PDP II provinces over four annual cycles of activities: $4,290,000.

Expected outouts and achievements

By the PACD the Mission expects that the following outputs will be ip
place as a result of the activities of the project:

a. Four annual cycles of programs and projects will have been completed
by the six provinces.

b. An improved planning system designed to program PDP funding during
the life of the project and also to be compatible with other GOI
requirements for local government planning and for the INPRES program.

¢. Improved information systems (monituring and evaulation) to monitor
implementation and measure impact.

d. Strengthened provincial and district institutions. It is expected
that local government planning agencies will possess the systems and
staff skilled in manipulating these systems to ensure coordination and
quality control of development programs in their regions. These agencies
will also be able to provide the policy and infrastructure base necessary
for continuing regional development.



e. Increased staff capability for central and local planning agencies,
both in terms of ability to operate the improved systems and in
understanding and managing decentralized authority and relations with

village-level organizations which collaborate directly with rural people.

f. Improved implementation through improved systems, more skilled staff,
and better support and policy guidance from the center.

g. Development of new approaches and long-term programs through the
exercise of decentralized authority.

h. Strengthened policy of decentralization from the center to the
regions based on a positive and productive experience with PDP. The
center is showing increasing interest in decentralizing authority and
funding from sectoral ministries to the provinces. PDP is expected to
assist further experiments with decentralization through a strengthenei
local government system for planning and implementation.

summary recommendations: The Mission has reviewed this amendment and
finds the proposed continued support of PDP appropriate, sufficient, and
necessary to achieving the goals of the PDP program as originally
conceived. PDP's design and goals are consistent with the CDSS's
emphasis on participation and productivity. The Mission, therefore,
recommends that this amendment be approved.

Issues: The Mission has identified the following issues as ones
requiring further attention during the implementation of this extension:

l. Local resource mobilization: Local government support for
decentralized programs such as PDP is clearly necessary if these programs
are to be sustained. The administrative apparatus and legislation are

not yet conducive to many kinds of local resource generation, such as
taxation and mobilizing private savings and investment. The major tax
source, the land tax, is collected by the districts and hence unavailable
to provincial governments. During the extension the Mission and the GOI
will explore different methods of resource mobilization and the

comnitment of those funds to PDP, using as a model Central Java's
commitment for IFY 82/83 of Rp. 300 million of its own resources to PDP, one

third of the annual PDP program for that province.

2. Use of Indonesian consultancy firms: The present proposal calls for
increased participation by Indonesian experts in the technical assistance
to PDP. At present there appear to be Indonesian firms which could take
on the responsibility of providing long~term assistance in agriculture.
There does not yet appear to he sufficient Indonesian expertise for
Planning, information systems, and institution building. During this
extension the Mission and the GOI will explore the means of bringing
Indonesian resources into the technical assistance package.
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II. PROJECT RATIONALE AND DESCRIPTION

A. Introduction

The PDP I Project Paper Amendment (affecting the provinces of Central
Java and Aceh) was the first step in the process of rethinking PDP after
several years of experience. That amendment identified major issues
facing PDP and gave a general indication of how those issues might be
addressed. The present amendment builds on that foundation and lays out
a general plan of action for the years ahead. Specifically, it addresses
the PDP program in the six PDP II provihces of Bengkulu, West Java, East
Java, South Kalimantan, West Nusa Tenggara {(NTB) and East Nusa Tenggara -
(NTT)'. It suggests improvements which will be common to both PDP I and
II. This amendment also builds on the recommendations of the AID/W
evaluation team, those of the April 1982 team concerned with improving
PDP's information systems, and those of the PPC Local Government Study
Team in November 1982. Both sets of recommendations are presented in
Annex K. The proposed improvements in PDP design also draw extensively
on the experience of another USAID project, the Rural Works (Padat Rarya)
project, now in its seventh and final year of implementation. The
training model developed and found successful undeyr Padat Rarya has been
adapted to PDP, as have parts of the planning and information systems.

B. PDP in the GOI's national development program

The CDSS argues that Indonesia is currently entering a period of
transition. Partly because of the successes of the past policies partly
because of and a new world economic climate that has resulted in a
decline in demand in Indonesian exports, particularly oil, the GOI faces
a series of new challenges and must develop new responses. The first
challenge arises from rapidly diminishing revenues from oil, timber, and
other natural resources. Funds for development programs are becoming
scarce, and therefore there is a greater need to use resources more
efficiently. A second chailenge is that the centralized planning, which
has achieved a high level of development to date, is now insufficient and
by itself inappropriate to meet the highly localized needs of the diverse
regions of the country. In recognition of this problem, the GOI is
showing increasing interest in devolving greater responsibility for
Planning and implementing development programs to more local levels of
government. '

This increasing interest is beginning to overcame a reluctance within the
GOI to decentralize any significant authority or funding oecause
centralized control has been important during the Soeharto period as an
essential element of civil order and calm and as a policy of national
growth which has made major gains in developing the nation. Sectoral
ministries, which have always been highly centralized, are beginning to
address the question of how they might begin to decentralize some
authority to tailor development programs to particular regions; this
question was not being addressed at all only a few years ago, except by
the Ministry of Home Affairs,
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PDP, under Home Affairs, is one effort to encourage this process of
devolution and to explore alternative ways of addressing localized
problems of development in Indonesia through the exercise of delegated
authority and funding. Two of the basic objectives of PDP -~ building
the capacities of local government agencies (BAPPEDAs and technical
agencies) and developing the capacities of the central jovernment
agencies to support those local agencies - are the preconditions to
greater decentralization of authority. This greater decentralization is,
in turn, a- precondition for achieving the fundamental goal of PDP:
contributing to a sustained increase in the incomes and productivity of
rural people.

The Introduction of the PDP I Project Paper Amendment describes the
development of PDP in the program of the Ministry of Home Affairs (Dalam
Negeri). PDP is one approach to decentralization of funding and
authority which builds upon the experience of the INPRES (Presidential
Instruction) programs begun in 1969. In common with PDP, INPRES programs
devolve authority for planning, implementing, monitoring, and evaluating
programs to lower levels of government, including provincial, district
(kabupaten), and village (desa) authorities. Villages receive direct
assistance through INPRES Desa which provides limited funding (about
$2,000) to each village council (LKMD) for local needs. This program is
implemented through the Directorate General of Village Development
(BANGDES) , a parallel Directorate General under Home Affairs to that
which administers PDP and the remaining INPRES accounts, the Directorate
General for Regional Development (BANGDA). The level of funding for
INPRES programs and the conditions under which authority is devolved are
determined by the central government. Al though approximately 15 to 20%
of the nation's development budget is now committed to INPRES programs,
the extent of the authority of local levels of government to use these
funds remains circumscribed.

PDP differs from INPRES programs in that it is intended to support
non-infrastructural projects in contrast to the nearly exclusive focus of
INPRES programs on infrastructure projects such as road and school
construction. PDP also vests authority for planning the use of funds
with the provincial planning boards (BAPPEDA) instead of with any single
sectoral agency. This distinction is important because effective
inter-agency cooperation and coordination are often lacking in Indonesia
where there is a tradition of rigidly established sectoral divisions.

PDP provides annual block grants to eight provinces along with authority
to redelegate the authority to more local levels of government and the
responsibility for devising strategies which guide and justify the use of
funds and for managing those funds to ensure efficient project
implementation and fimancial management.

PDP block grants are used for the following purposes:

1. to experiment with new approaches to local development which cannot
be accommodated within present GOI programs;



2. to demonstrate and elaborate experiments which have proven successful
so that these can be financed by on-goin¢ development programs;

3. to finance the extension of national programs which are appropriate
to a particular locality but for which national funding is,
insufficient; and

4. to train local planning officials in administration, management, and
technical fields and to train local people in community development
ahd the technical skills necessary to manage projects;

C. -Summary of PDP Accomplishments to Date

Sound project management entails a process of learning and continuous
redesign based on field experience. The opportunity to rethink the PDP
strategy in this amendment calls for serious assessment of the problems
experience to date, both accomplishments and problems. This section
briefly highlights the progress of the project to date. Further detail
is in the PDP I Project Paper amendment.

1. Institutional development

During the 1970s the GOI made several important changes in the nation's
development program to reflect an increasing awareness of the importance
of decentralization and regional development. One such change in the
Ministry of Home Affairs was the elevation of the former Directorate for
Regional Development to the level of Directorate General for Regional
Development (BANGDA). This change represents a significant step in the
move to focus GOI attention on regional development and on the importance
of the active participation of local level agencies in the development
process. As a Directorate General, BANGDA has access' to a larger and
more skilled staff, additional budget resources, and a more influential
position in the GOI.

At the same time the problems of operations and staffing in BANGDA, i.e.,
too few skilled people for all the new responsibilities and the need for
clearer administrative routines and policy guidance to the provinces, are
still in evidence. Strengthening BANGDA's ability to support the
provinces and provide _he services needed for decentralized planning and
. implementation are, therefore, a major focus of this .extension.

PDP has benefited in recent years from more active participation by
BAPPENAS (National Planning Agency) and the Ministry of Finance in PDP
operations. Qfficials from both have begun participating regularly in
field monitoring visits. This exposure has allowed them to see PDP at
close range and will help to make the PDP model more widely understood by
Indonesian policy makers and especially by those with responsibility for
the allocation of development funds.'

At the provincial level, several assessments have been made of
institutional development in PDP. These include the work of short term
institution building technical assistance teams and an AID/W evaluation
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of PDP. Despite wide differences ahong provinces, the findings reported
by these teams include the following:

o there is evident commitment at all levels to more decentralized
project management which incorporates bottom-up planning and
increaced popular participation;

o] the district and provincial BAPPEDAs have been strengthened, and
in several provinces a significant devolution of planning
responsibility to this level is evident;

o ,there is increased attention to cross-sectoral coordination in
planning;
o there is greater provincial attention to efforts to identify and -

reach the rural poor;

o at virtwnally each level of government in every PDP province,
staff with a significant role in PDP planning and implementation
.have shown a high level of interest in and commitment to PDP.

These accomplishments are important and represent an encouraging base
from which to continue institutional development. In particular, it has
. been demonstrated that the staff of provincial and subprovincial agencies
are highly receptive to the opportunity to assume new responsibilities.
One example is field monitoring. PDP in most provinces has resulted in a
significant increase in field visits by BAPPEDA staff. What is needed
now is a continuing effort strengthen decentralized planning and
implementation and to focus project activities and to optimize their
benefit by means of better guidance and procedures.

2. Sectoral programs

a. Overview of PDP activities

The AID/W evaluation noted that "many PDP projects have improved the
productive capacity of the beneficiaries." The evaluation also noted a
positive impact of PDP projects on "enhanced self-confidence and
self-determination among beneficiaries."

Not surprisingly, the impact of PDP projects varies among both sectors
and locations. At its best PDP brings a combinstion of technology,
improved planning, and supplementary funding to activities in a
particular location. Among the benefits are the following:

improved intersectoral coordination;

greater responsiveness to local needs;

more complete project analysis and planning; and
better monitoring and evaluation.

O 00O

In same cases sectoral staff are for the first time attempting to discuss
project ideas with local beneficiaries as part of the planning process.
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Use of the logical framework or similar planning tools by local project
leaders has improved understanding of project goals, content, and
criteria for measuring success. Joint BAPPEDA--zectoral agency field
visits have increased both coordination and contact with the field.

The impact of PDP, however, has not been limited to specific projects
supported by this program. Because of the flexibility of PDP funding,
provincial and district agencies have been able to undertake experimental
approaches to assisting the rural poor. Where these have been
demonstrated to be effective, innovations have been incorporated into
on-gning government programs funded through the normal budget channels.
In Central Java, for example, PDP has contributed to the revitalization

of a rural credit program by establishing new policies and procedures,
particularly an upward revision of the interest rate structure to enable

the credit system to cover its costs, thus eliminating the need for
continuing government subsidy. A recent evaluation has determined that:
these innovations have been succesful and that the provincial government
is now providing its own funds on a far larger scale so that this credit
system can be expanded to new areas. There have also been
inter-provincial technology transfers as one province has studied and
learned from the experience of another. West Nusa Tenggara (NTB) has
patterned its rural credit program on the PDP-supported credit programs
in East Java. This represents a new pattern of communication and
learning in a nation where almost all resources, knowledge and
instructions originate at the national level and flow downward to
provincial and sub-provincial agencies.

b. Promoting‘gevelopment through Technology and Policy
Innovation ‘

From its inception PDP has been understood to provide provinces the
opportunity of experimenting with locally appropriate approaches to rural
development. This opportunity has given rise to a series of programs
which have taken advantage of local conditions, programs which could not
have been undertaken by national programs either for lack of national
funds or national policy support. In other words, local governments have
used PDP to set policies and structures in place which are necessary
precursors to local development beyond the activities of the public
sector itself. Several examples are given below. Mounting these
programs has also made clear a major weakness of the DUP as a planning
document. Its activities are generally limited to a single sector and to.
a single fiscal year. Consequently, it cannot provide for integrated
intersectoral planning and implementation. The strengthened planning
system described in this document will attempt to meet this need through
the a system of Multi-Year Strategies (MPS) and annual plans (AOP). The
value of this revised planning system is that it is the mechanism through
which decentralized funding and authority can be used to experiment with
locally appropriate technologies and develop successful experiments into
thoroughly planned -programs suitable for sectoral or external funding or
which are self-financing.
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Livestock projects, particularly small ruminant (sheep and goat)

- Projects, constitute an important element of the PDP agricul tural
portfolio in all eight provirces. In the last two years alone,
approximately 12,000 animals have been distributed to small holders and

to landless or near landless familiss in PDP target villages. Small
ruminant projects are typically established as sharing (gaduhan) projects
where the recipient is required to pass on to other eligible recipients a
number of the off-spring generated from the stock provided bv the project.

In the early years of PDP small ruminant projects were restricted to the
distribution of stock, and little or no attention was given to the
related support services required to improve productivity over time.
Available evidence suggests that returns to landless and subsistence
farmers from such projects are in the range of 20%; research (supported
by the AID/W financed CRSP project, in conjunction with the Indonesian
Livestock Research Institute) indicates that substantial productivity
gains could be achieved with greater attention to breeding management,
nutrition and animal health.

This evidence, as well as experience with small ruminant and cattle
projects under PDP, has led to new livestock projects. These projects,
now in the planning or early implementation stages in several provinces,
apply known technologies to improve the productivity and increase the
holgijngs of farm families through local extension services; long term
benefits of these programs accrue to families who are able to market
animals through the private sector and also consume some animals to
improve the famlly s nutrltlon. For 1nstance, Central Java (a PDP I
province) is worKing out a cooperative agreement with Indonesian
Livestock Research Institute and the CRSP Project to link PDP small
ruminant activity with the technical backstop capacity of the Livestock
Institute and the CRSP consultants.

The role played by PDP in developing rainfed cropping systems
demonstrates of value decentralized planning. As a result of PDP
interventions in rainfed agriculture and technical assistance support
from USAID financed agricultural consultants, PDP provinces have begun to
respond systematically to priorities dictated by the agro-climatic
realities of their regions rather than national priorities and targets.
They have taken advantage of the opportunity to expeciment with rainfed
agriculture, including secondary crops, while national attention is still
focused on irrigated rice. For example, in the extremely dry eastern
province of Nusa Tenggara Timur (NTT) PDP introduced an improved variety
of mungbean and increased yields by more than 100%. The initial trials
and subsequent multiplication of seed stock for distribution has given
way to a broader integrated program of applied research in rainfed crops
and cropping systems. Subsequently, extension services have been
developed to bring the results of applied research to farmers' fields.

.Central to NTT's effort was Indonesia's first Dryland Applied Research
Station financed by PDP. This research facility, assisted by a PDP
financed contract with the national Food Crops Research Institute in
Bogor and a'resident expatriate agriculture consultant, undertook the
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initial mungbean research. The project was later expanded to include
upland rice, corn, soy beans, peanuts, pigeon peas, and related cropping
systems research appropriate to the drought prone conditions of NTT. As
the recearch program grows beyond the funding capacity of PDP, the
station's research program will be supported by the USAID-assisted
Applied Agriculture Research Project which includes plans for an expanded
food crop, livestock and agro-forestry research program in NTT.

Establishing the Dryland Research Stafion might seem at variance with the
initial PDP mandate to focus on direct and immediate impact. The
regional planning board, however, correctly saw that there was little
technology available for extension work and that further research was.
required before successful projects could reach the rural poor. PDP
assistance is now used to train an extension service able to disseminate
the technologies which have been field tested under the direction of the
Dryland Station. This effort has been supported by training technical
and extension staff at the National Food Crops Institute and ICRISAT. As
a result NIT has put in place the basic elements of an integrated rainfed
development program appropriate for parts of eastern Indonesia. It has
demonstrated what can be achieved through decentralized management
effectively combining appropriate technologies with support and delivery
institutions to reach rural people.

PDP financing has also enabled the province of South Kalimantan to create
an applied agriculture research program to develop technologies relevant
to the needs of the vast areas covered by alang alang grassland, a need
not being addressed by the national research facility located within the
province.

PDP has also pioneered in introducing Leucaena Leucocephola, a
multi-purpose tropical leguminous tree which is productive during long
dry seasons and which provides soil erosion control, small ruminant and
cattle feed, green manure and firewood. Four of the eight PDP provinces,
subject to severe dry seasons and with limited irrigation facilities,
have initiated projects to support leucaena-based cropping systems.
During the past three years over 1,000 hectares of Leucaena have been
established on NIT alone. Initial demonstrations of one of the more
promising models developed in NTT generated a 400% increase in net farm
income. The PDP experience with the leucaena nas now spread beyond the
initial four participating provinces. A national seminar sponsored by
the Ministry of Home Affairs and the distribution of numerous Indonesian
publications and films on the subject have accelerated the diffusion of
the leucaena technology on a national scale.

Recognizing that new technologies often remain unutilized if they are not
supported by appropriate institutions and policies, provinces have used
the financing and technical. assistance available under PDP to experiment
with institutional arrangements and policies required to establish
self-supporting village based credit systems. At present, rural areas of
Indonesia are isolated economic units and have few efficient mechanisms
for transfer of financial resources. The majority of public rural credit
systems are highly subsidized, centralized, and not easily accessible to
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the vast majority of potential borrowers. PDP has experimented with
several different credit systems. This experience has resulted in the
formulation of policy gquidance by the Ministry of Bome Affairs which must
now be adopted by all PDP provinces developing rural financial
institutions. As a result, progress in developing viable credit
institutions has been significant in the initial phase of PDP. The

guidelines include the following operating principles:

- interest rates for loans must be sufficient to cover the cost of
funds, administration, inflation, and bad debt;

- all financial transactions must take place at the village level
to reduce the transaction costs (direct costs, such as
transportation, as well as opportunity costs, such as time lost
from productive worx) to borrowers;

- no collateral is reguired, credit being provided on the basis of
character references and past repayment performance;

- recognizing the fungibility of credit, no effort is made to tell
the borrower to what productive uses he or she must apply the
credit;

- loan repayment is staggered and required at intermediate
intervals, because evidence indicates that rural villagers are
more likely to honor their debts if payment is made as
installments rather than as a single lump sum payable upon
maturity;

- initial loans to borrowers should be small and short-term with
possible future increases in the gize of loan and its maturity
depending on the porrower's repayment record;

- the institution operating the credit program should be a single
purpose (i.e., financial) institution properly linked to the
Provincial Development Bank or other appropriate bank for
purposes of financial supervision;

- voluntary savings mobilization should be actively promoted with
saving rates set above the rate of inflation.

The most successful PDP-supported credit program to date is the BRK
(Subdistrict Credit Body) program in Central Java. The program was
established by the provincial government in 1972 but encountered a series
of problems, including a shortage of experienced personnel and a lack of
financial control and support mechanisms. In 1978 PDP initiated a pilot
program involving 65 BRK units. Technical assistance was provided by AID
aléng with $345,000 to assist in the financial restructuring of the

BRR. . Performance criteria were established for all BRRs, a cadre of
inspectors from the Provincial Development Bank (BPD) were trained, and
new accounting and control systems were established.



By 1981 significant orogress had been achieved and both the financial
status and service performance of the majority of the 65 BKKs had
improved sharply. In 1982 the provincial government allocated funds from
its own budget to BER units outside the PDP pilot group and launched a
three year $5.0 million program to further strengthen the BREKs. A recent
AID evaluation */ of the BRK program has found that it is now a viable
program which is achieving its basic objectives.

Severul other provinces are experimenting with credit interventions under

PDP:

In West Java, Sub-District Credit Units (LPK), established in the
early 1970s, had become moribund and were in need of technical
assistance, bank support and supervision, and an infusion of
capital. PDP has provided all three for the past two vears. The
LPRs are more heavily capitalized than even the best BKKs.

Unlike the BEKK program, the demand has been for marketing credits
to purchase agricultural commodities (in particular copraj
through cooperatives. These marketing credits are utilized by
the many small producers who live in isolated areas and who could
not otherwise market their crops.

East Java has added credit units to the local cooperative
structure (KUDs). The credit units were initiated in 1980, and
since then progress has been slow but steady. By late 1982, 30%
of the units were in the top class of a 5-class ranking system
based on' criteria which include equity growth, number of new
borrowers, and the level of bad debt,

The province of NTB has only recently initiated its credit
program, but it has already shown progress. Like East Java, the
NTB system operates through the KUD cooperative system at the
village level but is supervised by the Provincial Development
Bank. A large portion of the credit portfolio supports small
industry development, a major theme of the PDP program in NTB.

In contrast to the above provinces, NTT had no existing
institution on which to base a credit program. After
experimenting for two years with an "in-kind" credit scheme for
grains and livestock, the province has now created a cooperative
credit institution (LUB) which works on a cash lending basis in
association with the Dryland Research Center and the extension
service, both of which were initiated with PDP financing.

The province of South Kalimantan has only recently completed the
formulation of its planned interventions in the credit field.
The province of Bengkulu has not been able to formulate a credit

program consistent with present policy guidance.

Development Alternacive Inc.: Susan G. Goldmark, Jay Rosengard, et

availahle through S&T/UD
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D. Lessons learned

The first years of PDP II has confirmed the major assumptions which the
GOI and USAID made at the outset concerning decentralized planning and
management as a productive approach to rural development. The first
yYears of PDP demonstrated that funding and authority for regional
development activities can in fact be delegated from the center as part
of INPRES programs and affectively handled by provincial and district
governments. It is important to emphasize that PDP has provided furding
and authority to levels of local government, in partitular the district
(kabupaten) level, which had.never before had access to such funding.
PDP is their first opportunity to manage and plan, and this partly
explains the strong support which PDP has generated at the district level.

Experience in the first years of PDP has also shown that provinces will
undertake activities appropriate to their regions, but which are not
necessarily addressed by national programs. Activities in small ruminant
distribution and breeding, intercropping with rapid growing trees for
soil conservation and secondary crops {(corn, mungbeans, etc.) for better
nutrition and cash crops, rural credit programs using local banking
structures which benefit poor borrowers and mobilize local, private
resources, and small industry development using local materials and local
products are a few examples. Local planning agencies have shown a
willingness to work on designs of monitoring and evaluation systems which
begin to meet their needs for management information and. to undertake
training programs and approaches to community~-level planning which
involve local people in the assessment of needs for community
development. Staff abilities within local government agencies involved
in planning 4and implementation have increased because of PDP, and the
local planning boards have been able to take a much more active role in
coordinating the work of the sectoral agencies. In summary, PDP has
demonstrated that decentralized planning in Indonesia is a valid approach
and a productive complement to sectoral programs designed nationally and
that local governments and rural people can be made part of the
development process. It is expected that the Ministry of Home Affairs
will continue to support decentralized development programs because the
new Minister is the former Governor of Central Java who has been a strong
and vocal supporter of PDP since its inception in 1978.

On the basis of this positive experience, USAID and the GOI are
undertaking the PDP II extension for the purpose of refining the
approaches begun to date and to continue redelegating funding and
authority to increasingly local levels of government. The extension of
PDP II also addresses a series of problems which have arisen to date.
These problems are discussed below as the lessons which have been learned.

One important lesson is the recognition that an emphasis on direct and
immediate impact on the rural poor may lead to projects which produce
short-term benefits but which result in no permanent economic
development. This bias toward short-term benefits is increased by the
present budgeting and planning system which emphasizes short-term
planning to the virtuwal exclusion of longer term planning. The emphasis
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on immediate benefits has frequently resulted in projects to be completed
in a single cropping season or financial year without planning for
complementary inputs or services which would cause thosz initial inputis
to produce a continuing stream of benefits., During the extension PDP
.will develop appropriate planning and budgeting mechanisms to lengthen
the time horizon of most projects.

Another lesson is that decentralized planning and flexible funding does
not necessarily imply an articulation and setting of priorities, and that
they can lead to a lack of focus of programs and projects and diffusicn
of potential impact unless there is a sound planning system which guides
the process oﬁ identifying and implementing projects. This is
particularly true as funding and authority are decentralized from the
province to the district and possibly to the subdistrict and as more
agencies become involved in planning and implementing projects in
progressively smaller geographic areas. To date, approximately 1400
projects have been funded by PDP in the eight provinces. Most of these
are relatively small-scale projects, and they span a wide variety of
activities within a single province even though most fall in the
agricultural and small industry sectors. The sheer number and variety of
projects, coupled with the restricted institutional capacities of local
government agencies and particularly the BAPPEDAs, has limited the
potential to learrn from the experience of project implementation. The
lesson here is the need for broader provincial strategies and longer term
planning to prevent numerous projects without a central focus or program .
goal.

A third lesson is the importance of an effective information system to
monitor and evaluate implementation. The AID/W evaluation highlighted
the lack of effective monitoring and evaluation in PDP and the need to
develop an information system capable of generating timely, accurate, and
relevant information of direct use to the agencies involved.

Establishing such a system is closely linked to the need for better
Planning, both of individual projects and long-term strategies. Without
adequate planning it is impossible to determine what activities are to be
monitored and how the results of a project are to be evaluated. The
experience gained thus far has ®emonstrated ways in which the planning
process and documents might be improved. ‘ ‘

The fifth lesson is that the role of central agencies, including donor
agencies, needs to be defined carefully and then carried out
conscientiously to support decentralized programs. The role of the
center, in particular BANGDA, is to state policy goals which the
decentralized programs are to meet through strategies developed locally
to suit local conditions and needs. The policy gquidance from BANGDA to
the provinces on PDP for IFY 83/84 contains gseveral policy goals: maximum
decentralization of funding and authority within the province; maximum
participation of rural people in planning and implementation; and maximum
bottom-up planning. The center is responsible for ensuring that its
policy goals are being met by local programs and for providing incentives
to high performing provinces and, added support to slow learners. At the
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same time the center must refrain from issuing orders on how these goals
are to be met, that is, determining the content and strategy of local
pPrograms. The mechanisms available to the center to demand '
accountability are annual funding allocations based on information on
performance provided by the information system.

The role of the province planning agency is to develop strategies to meet
centrally determined policy goals. The province is responsible for
ensuring that the districts become the focus of decentralized planning
and that the plans of the districts are compatible with provincial
strategies and central policy goals. The provinces also use fund
allocation and redelegation to-districts and subdistricts as a means of
pProviding incentives, and therefore require a good information system on
which to Lase judgments.

A further concern is that U"\ID's reimbursement system has not always
been conducive to achieving program goals. In the past reimbursement
considered only individual projects but not the longer term provincial
strategies into which those projects should fit. It also encouraged
national level staff to become involved in details of technical design
and implementation where neither their individual skills nor
institutional functions were appropriate to the task. This resulted in a
tendancy to recentialize authority and to consume undue amounts of
central agencies' staff time. The revised reimbursement is intended to
address this problem.

Finally, both AID and BANGDA agree that tliere is a need to consider more
carefully ways in which the experience of PDP and the experimentation
with decentralization and bottom-up planning can be institutionalized
within on—going GOI programs.

Common to all the lessons drawn from the PDP experience thus far is the
important role of the provincial and district BAPPEDAs. The BAPPEDAS
have direct authority for planning and coordinating Jevelopment
activities in their regions; they have only indirect control over
implementation but have ultimate authority for quality control of
regional development programs. In many provinces these functions have
not yet been effectively fulfilled. Often BAPPEDAs have permitted
themselves tu become no more than conduits for project plans, without
exercising any substantial influenze or control over the kinds of
projects planned and implemented. The challenge for the future of PDP is
to provide the BAPPEDAs with the skills, the policy guidance and support,
and the understanding of their mandate in its widest sense so that they
can begin to perform their duties as originally intended by the
legislation that established the BAPPEDAS.

E. Strategv dor the next stage of PDP

The next stage of PDP will builid upon the knowledge gained through the
implementation of the program thus far. The goal of the PDP program
remains the same: improving the productivity of rural people. The means
of achieving this goal are planning and implementing a series of
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relatively small scale and sustainable projects designed to have a
relatively quick impact on rural farm families. Rural people are not
expected to be passive recipients, however. The guidance from the
Ministry of Home Affairs to the provinces on PDP for Indonesian fiscal
year (IFY 83/84) includes the policy statement that provinces are
expected to strive to include rural people in both the planning and
implementation of these small scale projects a$s a means of maximizing the
participation of rural people. The means of achieving the broad goal and
the programs of small scale projects is the devolution of funding and
authority for designing the programs from central agencies to the
planniny boards at the provincial and district levels. A necessary
condition of this decentralization is that these planning boards, and the
technical agencies responsible for technical inputs and implementation
under the ccordination of the planning boards, must become stronger in
terms of the skill level of their officials working in the boards and the
policy environment in which these boards operate. In this case policy
refers both to technical policies, such as positive interest rates in
local credit systems described earlier, as well as policies regarding
local government support to village-level insitutions such as the LKMD
and non-governmental organization. Strengthening these planning boards
and techniczl agencies is the prupose of PDP.

To achieve the goal and purpose of the program, the Mission and the GOI
propose to follow a strategy consisting of five elements: institutional
deveYopment of provincial and district BAPPEDAs and central government
agencies in Home Affairs; a revised planning cycle; revised information
systems; a revised reimbursement process; and a revised training program.

1. Institutional develooment of the province and district-level
BAPPEDAs. The provincial planning board (BAPPEDA Tingkat I), the staff
planners of the Governor of the province, is the key agency in PDP. PDP
funds and the majority of the INPRES funds are channeled through the
provincial BAPPEDAs. Although INPRES funds represent 15% of the national
development budget, the use of most INPRES funds are defined centrally by
the nature of the various INPRES program (schools, roads, etc.). BAPPEDA
can decide on the location of these activities according to local
priorities, but cannot change the nature of the activity itself. PDP
funding, however, is the only funds unambiguously under the control of
the BAPPEDAs at both the province and district (kabupaten) levels.
Consequently PDP represents a major opportunity for BAPPEDAs to becacme
proficient at their mandated tasks of regional planning, monitoring, and
evaluating regional development activities. In essence these tasks
amount to ensuring coordination of development activities through
comprehensive planning and quality control of development activities
through mecnitoring and evaluation. The district (kabupaten) BAPPEDA is
understood to be the focus of local level regional planning since the
district level of government has both access to national resouzces and
greatest understanding and sensitivity to local needs. The province
BAPPEDA is responsible for setting province level policy and strategy in
the context of national policy as articulated by BANGDA, for coordinating
the programs of the districts, and for ensuring accountability of the
districts and cechnical agencies at both levels in the use of development
funds.
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The BAPPEDAs, however, face entrenched technical offices with relatively
little experience of cooperation or coordination across sectoral lines,
although the legislation establishing them calls for this coordination.
The strategy for the next stage of PDP will try to address this issue by
placing heavier emphasis on the institutional development of the BAPPEDA
at both the provincial and the district (kabupaten) level. The planning
and inforration systems proposed for the extension period will be
appropriate to the BAPPEDAs' work for PDP and for programs and
responsibilities beyond PDP.

The central government agencies, in particular BANGDA, are an important
part of the decentralized system of rural development programming.

BANGDA is the source of the delegation of authority and articulates the
policy which generally guides PDP and decentralized programs in Home
‘Affairs. The local planning agencies are responsible for using the
delegated authority to create appropriate development strategies which
‘meet local needs and respond to national goals. Specifically, the center
makes annual allocations of funding to provinces; this year (IFY 83/84)
and in the future these allocations will be based on the perceived
absorptive capacity (i.e., the performance) of the provinces. This is an
excellent change in policy because it leads to greater accountability.

As the new planning and information systems begin working, these
allocations will be based on the information obtained from them. Once
the allocations have been received, planning agencies will in turn
reallocate funds to provincial level technical agencies and district
level planning agencies according to the strategy of each province. This
allocation process is the province's opportunity to require
accountability by making performance the basis for future allocations.
Again, the information systems should provide the basis for making these
judgments. The district level planning boards will further allocate
these funds among the district level technical agencies, again based on
the performance and absorptive capacity of these agencies and the

- strategy which the district has developed. :

In summary, then, the new planning and information systems provide the
basis for accountzbility within the GOI system. The annual allocation
process is the mechanism by which accountability is enforced and
performance by subordinate agencies rewarded. Furthermore, in making the
distinction between the role of the center as policy giver and that of
the local planning agencies as strategy formulator, PDP has allowed
maximum decision making authority over the content of locai development
programs at local levels of government. At the same time the allocation
process allows the center to ensure and reward the achievement of
national level policy goals for development.

2. Revised planning system. As noted earlier, the emphasis on
institutional development of the BAPPEDAs takes several forms, including
an improved planning capacity. During the PDP II amendment period. BANGRA
and the provinces will continue to revise the planning system to
encourage intersectoral and long-term planning by the BAPPEDAs in
cooperation with technical agencies for the purpose of improving the
quality of the 8 region's development programs overall. This new system
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provides a stable annual planning calendar within which the provinces can
be assured of the time necessary to complete their planning and
evaluations. This is to overcome problems which arose when the emphasis
was on individual projects and their implementation. The calendar for
this annual cycle is shown in Annex E. The key documents of this cycle
are the following: '

The Multi-Year Program Strategy (MPS): The province and district
BAPPEDAs are responsible under the legislation establishing them to
prepare a five-year development plan for their regions; at present these
documents are normally very general and, at best, are only broken down
by sector. Under the GOI's budgeting system the only other planning
document is the annual budget proposal (DUP) which is usually confined to
a single sector. There is no planning document which bridges these two,
which might ericourage intersectoral planning, show how inter-sectoral
implementation could take place, and identify discrete programs of _
activities phased over a number of years to meet specific development
goals of the region. The purpose of the MPS (and AOP) is to encourage
the provinces and districts to identify a number of inter-related,
inter-sectoral programs to be funded by PDP which will be consistent with
the development needs of the regions, in line with national policies and
the general regional plan. In other words, the MPS is to be the guiding
document for PDP funding over the life of PDP in each region. It is also
the precursor to a more specific and useful regional plan; the skills .and
processes by which a BAPPEDA would prepare an MPS are the same as those
required to produce a better regional plan than is now written in each
region. This is an important and lasting contribution PDP can make to
local BAPPEDASs.

Each district planning board will produce an MPS in collaboration with
sectoral and lower level agencies at the sub~district and village level,
including the LKMD which is one forum for village people to meet with
local government officials and express their concerns and desires.

These documents, revised and up-dated as necessary, will include an
analysis of local conditions, needs, constraints, resources and
potentials. On the basis of this analysis, the district will identify
priorities, locations, target population groups and strategies to meet
the. needs of these groups. Types of recommended activities will be
identified with a clear distinction between sectoral and experimental
programs, indicating whether the goal of a proposed program is immediate
impact on beneficiaries, learning from an experiment, or both. Program
objectives and time schedules will also be identified, and the MPS will
specify the end-of-project objectives, indicating what the PDP-supported
projects are expect to achieve in the long run.

The various district MPSs in a given province will be reviewed by the
provincial planning boards, which will have responsibility for ensuring
that the MPSs are consistent both with BANGDA's and the province's PDP
policies. The provincial planning bodies will also monitor the quality
of the district MPS. On the basis of these district strategies, the
province will produce a provincial MPS which sets out the overall
regional strategy.
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Annual Operational Plan (AOP): The second key element of the revised
Planning cycle will be the Annual Operational Plan (AOP). The AOP is a
bridging document between the MPS and the DUPs (which are largely.
sectoral budget documents for a single year's activity). The AOP will
provide the rationale for the mix of projects proposed for the year based
on the broad strategy of the MPS. The AOP will include budget estimates
for component projects including support activities such as research and
training, administration, monitoring and evaluation, and advance planning
for future activities. The AOP will also show how the implementation of
the actipities will be coordinated to ensure timely arrival of all inputs
and execution of all activities. The AOP will be the basis for
determining each province's indicative budget level for the year. As
with the MPS, the AOP will be based on inputs from agencies below the
provincial level to the extent feasible in each province.

Component Project Plans (DUPs): Within the GOI the major planning and
budgeting document is the project proposal, or DUP. In the past DOPs
encompassed relatively narrow activities and contained little supporting
information or indication of broader program strategies and goals. The
MPS and AOP are intended to meet this need for a broader context for the
DUPs. 1In the future the DUPs themselves will specify target populations,
the expected outcomes, and linkages among projects. Improved planning
documents will include information on whether or not the activity is
experimental, how it will be evaluated, and how it is based on learning
from previous experience.

During the -extension, USAID and the GOI will explore ways to modify the
DUPs still further to ensure more integrated and coordinated
implementation. DUPs are almost always sectoral with each sectoral
agency preparing its own DUPs; single DUPs rarely combine the activities
of more than one technical agency. There is a strong tendancy in the GOI
not to have more than one agency included in one DUP. This problem
exists throughout the government, and the Ministry of Home Affairs has
alruady experimented with interesectoral DUPs, both within and outside

- PDP, with mixed results. 'The new planning process, coupled with more
focused monitoring and better evaluation of program impact is expected to
contribute to resolving the problems encountered so far in implementation.

All three elements of the revised planning cycle =-- the MPS, the AOP, and
individual project designs -~ will in the initial years be reviewed by
BANGDA and are subject to USAID approval to ensure guality and
consistency. A directive from BANGDA, outlining requirements for the AOP
and improved DUPs was issued in March 1983 for implementation in IFY
83/84; a directive on the MPS is in preparation and will be issued by
June 1983 for IFY 84/85. The criteria to be used in assessing these
documents will be agreed to by BANGDA and USAID through a jointly signed
PIL. This review process will be the critical quality control instrument
for both BANGDA and USAID, ensuring a sufficient standard of planning and
at the same time maximum flexibility for provincial initiatives and
responsiveness to local conditions. The expected content of each of
these three planning documents and the criteria for assessing their
adequacy are specified in Annex L.
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3. Revised information system. Without a sound planning system
which specifies project and program goals, which clarifies how goals
relate to long-term plans, and provides information on how projects are
to be assessed, no monitoring and evaluation system can function. At the
same time planning by itself is of little value unless there is an
information system which allows planners to determine how implementation
is proceeding and what lessons can be learned from that experience. At
present 1n PDP the planning system does not yet provide sufficient
‘lnformatlon on which to base monitoring and evaluation, and systems are
not in place to produce information to assist the planning process.
There fore, . cevised information system is an important element of the
overall strategy for the next stage of PDP. This approach is largerly
based on the recommendations of the AID/W Evaluation Team (September,
198l)and a four-week consultancy team in April 1982, which produced an
analysis of the presant system and recommended specific steps. (See

Annex K.)

4. Revised PDP project reimbursement system. The fourth element
of the strategy for the next stage of PDP is a revised reimbursement
system which will support the development of the systems outlined earlier
and allow USAID to monitor the progress of PDP toward its goals without
imposing a duplicate reporting system on either the GOI or the
consultants. Up to now, the reimbursement system, like the planning
system, has focused on projects as individual entities independent of a
larger strategy or a planning system. Some benefits have been realized
from this system in that project implementation has continually improved
and benefits have been delivered more systematically and dependably to
rural people. This focus on individual projects, however, has not
supported the role of the BAPPEDA as a coordinating agency nor assisted
in developing adequate information systems. Nor has it ensured that PDP
was involved in appropriate technical activities which build on local
conditions and responded to local needs.

The proposed new system of reimbursement, therefore, reflects a concern
with the quality of project implementation but also assesses the process
and the quality of all documents of the program including the planning
documents. The details of this system are given in the financial plan of
this document.

5. Revised training svstem. Training is now carried out in all
PDP II provinces and in general is technical training for project
beneficiaries or advanced technical training for staff of the
implementing agencies (dinas). To date, however, training programs have
not been prepared in the context of any long-term strategic goals nor
with attention to the need for management training. The revised training
program will be designed to support the several components of PDP
contained in this extension: administration and management, planning and
information systems, credit, technical and long-term professional
training. This training program will be based on the need to train
people to do particular tasks, in particular, planning, management, and
decision making. Emphasis will be placed on improving skills so that
officials can perform the tasks required under the revised planning cycle
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and the revised information system, and to improve implementation and
management of resources. USAID-funded technical assistance provides
support to officials while on the job to reinforce this training. A
second element of this program will focus on providing technical skills
for rural people involved in PDP programs, especially those receiving
benefits from specific PDP projects. This is an important aspect of
decentralization and of achieving sustained development. Training is
pPlanned for village leaders, including LKMD (village council) officials
and non-governmental leaders. As PDP attempts to devolve increasing
Planning and implementation responsibilities to lower levels of
government, it is important that those at the village level be able to
make effective use of these new opportunities and that they be able to
mobilize the participation of the village community.

Within the framework of these priorities, both BANGDA and the provincial
and district BAPPEDA will require assistance in identifying specific
training needs and appropriate institutions, both public and private
which can meet those needs.

Under this amendment all training in the provinces will be loan funded
and will be programmed through the DUP/DIP process. Each year the six
‘rovinces will be expected to prepare an annual training plan as part of
the annual planning cycle. The training plan will cover in-country and
third country training in management and administration, technical
training, and community development training for village people. (For
further details on types of training, including credit training, see
Annex F.) The requirement that the six provinces prepare an annual
training plan is part of the institution building process of PDP to
enable the provincial and district agencies to identify needs for
training and to undertake or contract for that training as appropriate.
In the past, PDP provinces have contracted with private organizations in
Solo, Yogyakarta, and Jakarta for such training. Contracting will
continue as will greater contacts with public technical institutes, such
as the Livestock Institute in Bogor.

The revised training program will be undertaken in collaboration with the
USAID-assisted LGT II project, which is training district BAPPEDA
officials in regional planning. In Central Java, for example, the LGT II
project has trained officials from two districts where PDP will have
activities. In the future the LGT II project will conduct a range of
core courses for BAPPEDA staff in PDP II provinces to undertake the
long-term strategic and annual planning.

The proposed program will give attention to the need to evaluate PDP
training activities.. To date no comprehensive evaluation of these
activities has been carried out. USAID has now begun to evaluate
individual training activities. These will continue, and more
comprehensive evaluations will be undertaken during the PDP extension.

Finally, this amendment will provide long-term (masters degree) training
for up to 20 BANGDA and BAPPEDA officials in regional development
planning to ensure a solid professional base for the further
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institutional development of these agencies. One official from Sou th
Ralimatan has received such training at Syracuse University and has since
reinined the BAPPEDA and has become a valuable asset to PDP and the

BAPPEDA's work in general.

F. Proposed Project Inputs

Under this extension the Mission proposes the inputs listed below. The
magnitude and timing of these inputs are discussed in the Financial
Analysis, Part IV; the rationale for the required levels is discussed in
the Technical Analysis, Part III, Section C.
l. Technical assistance for six provinces and the center:

44 person-years of long-term expatriate assistance

4 person-years of short term assistance

6 person-montas of Indonesian expertise procured through an

Indonesian Zirm.

2. Training: masters degree training for up to 20 GOI officials.
3. Commodities: 12 vehicles.

4. External evaluations of project outputs and impact.

5. Capital assistance for training and project activities in the six PDP
II provinces over four annual cycles of activities: $4,290,000.

G. Expected Project Outputs:

By the PACD the Mission expects that the following outputs will be in
place as a result of the activities of the project:

a. Compieted programs and orojects: the six provinces will have
completed four annual cycles of projects, a portion of which will have
been developed into larger demonstrations and programs funded by agencies
outside PDP (sectoral, other donor).

b. An improved planning system: this system is designed to program PDP
funding during the life of the project and will also be compatible with
GOI legislation for local government planning and the planning
requirements cf the INPRES program.

c. Improved information systems: these systems within the BAPPEDAs and
technical agencies will monitor the progress of implementation and
provide timely information to planners and managers.

d. Strengthened provincial and district institutions: it is expected
that local government planning agencies will possess the systems and
staff skilled in manipulating these systems such that the planning
agencies will be able to carry out their mandated functions and to
provide coordination and quality control of development programs in their
regions.
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e. Increased staff capabilitv: this output is linked to the previous
two in that it is the skilled staff which will operate cthe improved
systems; this staff and these systems constitute improved institutions of
local government.

H. Expected Project Achievements

1. Improved planning. The combination of the revised planning,
information, and reimbursement systems, as well as the enhanced
capacities of the agencies involved, are expected to result in improved
Planning and management capabilities at both the provincial and district
levels. The technical aspects of individual projects will be improved,
and these projects will be developed within the context of a long~term
strategy for a given locality. Indicators of improved planning include
greater specificity of both program and project objectives, greater
precision about target populations, evidence of learning from past
experiences, and coordination of PDP projects with other GOI programs.
Another important indicator will be the extent to which the Lmproved
Planning process for PDP becomes a model for other programs and is
integrated into the broader range of the BAPPEDA's and technical agencies
Planning activities. The planning system proposed here has been designed
to be consistent with and supportive of a standardized planning cycle now
being established by the Ministry of Home Affairs. Finally, improved
planning should be reflected in an increased willingness on the part of
BANGDA to demand greater accountability from the provinces concerning the
use of the funding and authority delegated to the provinces under PDP.

2. TImproved implementation. The strategy outlined above is
expected lay the basis for better implementation of project activities.
The PDP extension will focus on improving implementation through better
focused projects, improved technical analysis, more local participation,
and training programs in management and administration to strengthen the
link between planning and delivery of benefits to the target population.
One benchmark of improved implementation will be closer adherence to both
planning and implementation schedules. Rnowledge of other benchmarks
(delivery of benefits to target population, etc.) will depend on a
functioning information system capable of monitoring field activities.
Finally, as with the improved planning system, improved implementation
will be reflected in the extent to which provincial and district BAPPEDASs
hold technical agencies accountable for the way in which projects are
implemented as well as the BAPPEDAs' willingness to reduce funding when
per formance is poor and to increase support where success can be
demonstrated.

3. Development of new approaches and longer-term programs. The
flexibility of PDP will allow the development of new projects and
programs appropriate to local needs and conditions. The emphasis on
decentralized planning, monitoring, evaluation, and improved
implementation is expected to result in longer term programs and a
productivity capacity for rural people themselves by which they can
produce continued benefits; for example, rural credit institutions,
livestock from which a family can derive cash income and better
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nutrition, and small industry activities for farm families.
Experimentation will be of particalar importance, and the potential to
learn from these efforts will be enhanced through a more effective
information system. Under the improved planning system, the provincial
and district BAPPEDAs will be asked to indicate which projects are
undertaken as experiments. A benchmark of the successful development of
new approaches will be the extentf. to which PDP continues to undertake
experiments and then to develop :hose that work into programs funded from
other sources, thereby changing the way in which routine programs are
planned and implemented.

4. Increased capacities of provincial and subprovincial
agencies. PDP funding and authority for designing and implementing
projects provide local government agencies experience in planning and
managing which they have not previously had, especially at the district
(kabupaten) level, because no other program has ever decentralized
funding and authority as PDP has. This experience, supported by
training, is expected to increase the capacity of district planning board
and technical agencies to plan and manage development activities. In
particular, the provincial and district BAPPEDAs will be able to
undertake more effective area planning, inter-sectoral coordination, and
quality control of implementation. Indicators of increased institutional
capacity will be improved quality of planning, increased information
about project implementation, more systematic monitoring of project
impact, and an ability to use monitoring and evaluation information in
planning future projects. Of critical importance will be the ability of
the provincial and district BAPPEDA to establish and maintain standards
of performance to which technical agencies must adhere. As institutional
capacities are developed, the next stage of PDP should see increasingly
large allocations of funds being planned by lower levels of government

with evidence that project ideas are being generated at the village level.

5. Strengthened policy of decentralization and further
decentralization. The institutional development of provincial and
subprovincial agencies will be an important contribution to the
government's policy of decentralization. The relative weakness of these
local governments is now a constraint to devolution. As PDP results in
more capable provincial and subprovincial agencies and demonstrates
improved project implementation, the GOI will be encouraged to explore
further ways in which devolution can be pursued. An indication of the
success of PDP in strengthening the trend toward decentralization will be
the extent to which the GOI adheres to its present commitment to devolve
of responsibilities to iower levels of government. This will be
reflected most accurately in the continuing commitment to INPRES programs
and control over planning and budgeting which is invested in provincial
and subprovincial agencies of sa2ctoral ministries.

6. Sustainable processes.

a. Institutional processes: Under the next stage of PDP there will be a
conscious effort to build functioning systems which increasingly rely on
their own efforts rather than on AID's or consultants' for planning,
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implementation, monitoring and evaluation. In addition, there will be an
attempt to use systems and approaches developed under PDP as models for
other government programs. BANGDA has already indicated that it would
like to use the PDP planning process proposed here for other INPRES
programs. A benchmark of the extent to which PDP has helped to
establishe institutional processes will be the growth in the number of
programs which adopt the PDP planning process, information system, and
increased emphasis on accountability for implementation. In this context
the improved information is of particular importance because PDP's

ability to serve as a model worthy of replication depends upon its
capacity to demonstrate with valid information that it is effective in

reaching the rural poor.

b. Income-generating activities: Greater attention has recently been
given to designing projects which will establish processes of economic
production increasingly independent of outside assistance either from
other donors or the Government of Indonesia. Achieving such long-term
and continuing processes is not easy and never will completely free from
some routine public funding. Agricultural programs, for example, may
continue to require support through the GOI's normal extension services.
Nevertheless, such programs can give farm families the basis for
increasingly self-generated economic devevelopment which is not reliant
upon special funding or attention from public agencies.

The rural credit programs are self-financing. These programs have been
able to use initial support under PDP to increase the numbers of
borrowers, levels of lending and equity, and at the.same time. to continue
expanding their operations. A self-sustaining system of rural credit and
banking has been established which is increasingly independent of both
AID and Government of Indonesia support, although this successful effort
will continue to require supervision and monitoring from the banking
sector at the provincial level.

I. USAID's Transition Strategy

Because it is anticipated that this amendment represents the final USAID
input into PDP, certain actions are being undertaken to ensure that the
GOI can meet certain of the costs that USAID now meets, in particular
providing technical assistance and training. These actions are as
follows:

a. establishing information on technical resources, Provincial
planning consultants and BANGDA training consultants will be responsible
for assisting their respective counterparts in establishing information
on the names and capacities of institutions which can provide particular
kinds of technical assistance, training, ot other services.

b. mechanisms and administrative skills for contracting.
Consultants will also be responsible for ensuring that GOI agencies know
the administrative process of contracting with public and private
institutions and individuals for technical assistance, training, and
other services; how to evaluate the need for these services; and how to
manade consultants and evaluate their work.



-23-

c. continuing funding for these services. Some of these services
will be obtained by the provinces during the PDP II extension using PDP
funds. Continued GOI funding after PDP will have to be identified to
allow the provinces to continue to obtain these services.

d. long-term training. The masters level training proposed in this
extension will provide at least two officials from each BAPPEDA and four
from BANGDA with formal education in disciplines appropriate to their
agencies' work. These people will be a major resource to their agencies
in the period following expatriate involvement.

e. contract with an Indonesian firm for technical assistance. This
extension provides for a contract with an Indonesian firm for asssistance
in technical fields, particularly agriculture. These resources now exist
in Indonesia, and the link which this contract can create between this
institution and the GOI agencies will be important in ensuring continuing
cooperation once AlID's resource have been completed.

f. adoption of PDP systems within the BAPPEDA. The MPS to be used
in the PDP II extension is compatible with the content of the regional
plans which BAPPEDAs are now required to prepare. The skills and
processes required to prepare an MPS for PDP, including systems for
bottom-up planning, can be used in preparing a better regional plan than
now exists. The evaluation systems can be used for projects beyond PDP
as can the financial meonitoring systems.

g. developing local programs funded from external resources. The
planning system already approved by BANGDA, in particular the improved
DUP forms, requires the provinces and districts to think in terms of
experiments with locally appropriate approaches to rural development and
then developing workable technologies into programs which can be funded
by sectoral agencies or donors, programs which are too large for PDP
funding. This approach to planning can be used after USAID's
participation is complete to attract other sources of funding to the
BAPPEDAS.

III. PROJECT ANALYSES

The original project paper analyses are contained in Annex J to this
paper .

A. Economic Analysis

Annex A presents a sample of selected PDP activities which indicates the
kinds of benefits realized by PDP projects and the estlmated magnitude of
costs and benefits involved.

B. Social Analysis

Elaborations on the original analysis:
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1. Institutional framework of PDP II: Because one of the primary
objectives of PDP is to strengthen local planning and implementing
agencies, the strengths and weaknesses of these agencies are central to
the success of PDP. Since PDP II began, there have been important
changes in the status and capacities of these institutions, as follows:

At the village level, village councils (LEMD) have been established by
the GOI as umbrella organizations for all development programs and
activities in the village, for example, women's groups, family planning
groups, water user associations, and the like. The purpose of the LRMD
is to coordinate and support these programs. The village head (kepala
desa), often an elected position, is the head of the LEMD. The LRMD is
the organization responsible for planning the use of INPRES Desa funding
(about $2,000 per year per village) provided through BANGDA's sister
adency, BANGDES. The LKMD is the forum in which local planning
officials, in particular the camat and representatives of the district
(the BAPPEDA and the Bupati's office) meet with rural people and where
rural people can express their desires and assessment of local needs to
the local government planners and implementers. When PDP advocates
bottom-up planning, it advocates this contact between local planning
officials and rural people in the forum of the LKMD. In any province
geographic and administrative obstacles limit the extent of this
contact. The administrative obstacles are one of the targets of the PDP
Il extension to increase the amount and quality of the contact between
the LRMD and the district.

At the district level, the GOI formed planning boards (BAPPEDA Tingkat
II) in 1980 comparable to the provincial planning boards which have been
the major focus of PDP planning activities in the past. These district
BAPPEDAs coordinate the activities of sectoral agencies and monitor and
evaluate the implementation and impact of projects. They are the most
local level agency charged with multi-sectoral planning and which also
hold the authority to review projects proposed by sectoral agencies. The
guidance on PDP for IFY 83/84 from the Director General of BANGDA
specifically identify the district as the focus of planning within PDP
because of the district's key position mid-way between the national
government ¢t the center and rural people in the villages. The
instructions encourage local planners to undertake a variety of

activities calculated to give rural people a more active part in the
development process. The same Instructions also mandate maximum

participation by rural people and maximum efforts at bottam—up planning
consistent with the institutional development of each province's local
Planning agencies. 1In some PDP provinces district planning boards have
already undertaken training activities for the LEMDs in community
development so that the LKMDs can undertake their own cammunity needs
assessment in preparation for planning discussions with the district on
pPlanning the use of PDP and INPRES funds. This is the role of the
district in bottom~-up planning in creating regional development
strategies with decentralized national funding.

At the provincial level, the planning boards (BAPPEDA Tingkat I) have
made some progress in ccordinating budgets and plans of sectoral agencies



within PDP and in developing staff capacities. They will-continue to
play an important role in coordinating PDP activities in the future, and
work still needs to be done to ensure that they are able to oversee the
gquality of planning and implementation undertaken at the district
(kabupaten) level.

At the central level, the Directorate General for Rugional Development
has gained a greater appreciation of the ways in which it can intervene
to support the concept of bottom-up planning and wider popular
participation in the development process. In 1980, the Ministry issued
guidelines which specifically formulated bottom-up planning as an
official policy of the GOI and enjoined local programs to increase
participation at the local level. In March 1983 policy instructions were
issued to the provinces directing that PDP planning be decentralized to
the maximum feasible extent with a greater emphasis on the role of the
"district planning boards.

As the local levels of government began carrying out the responsibilities
which have been decentralized under PDP, the center began leaving more
room for local initiative. 1Initially decentralization was rather
limited. Project proposals were reviewed in Jakarta, and each one was
closely questioned. As provincial agencies have gained experience and
become more capable, there has been an increased willingness to
relinquish control over individual projects and shift to a concern with
broader provincial strategies. Last year for the first time, reviews of
provincial plans took place in the provinces instead of in Jakarta, thus
emphasizing the primary role of the provincial planning bodies in
defining the PDP program. As noted, the extension of PDP will continue
this trend towards increased decentralization by making a clear
distinction between the center's role as a formulator of overall policy
and the province's role as formulators of strategies appropriate to each
locality but responsive to national policy goals.

(2) Increased participation in planning. Given the clear nandate for
provincial and district planning boards, the reconstruction of village
councils, with explicit commitment to bottom-up planning, the PDP
extension will also emphasize increased popular participation in the
development process. Ultimately, participation means access Lo resources
and control over those resources. Both are now more possible because of
policies which allow access and which legitimize the institutions which
make greater participation administratively possible. Rural people's
access to resources and opportunity to participate are greater in PDP
than in many sectoral programs. Under PDP, credit institutions have been
moved closer to the rural people to ensure access, and non-subsidized
interest rates are charged to encourage self-financing. Agriculture
credit is often a line of credit which allows farmers to select the
inputs appropriate to their regions from private suppliers of their
choice, in contrast to the national program which mandates specific
inputs without regard to local conditions.

Rural people participate in implementation in varying degrees. They may
plant crops that are being used as demonstrations on their own land.
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They may be part of a training course or a comparative study tour,
although these opportunities are still limited. It is more likely that
they are consumers of services, as recipients of animal distribution
projects, extension services, or other commodities. Participation in
planning is still narrowly circumscribed; the Instructions to the
provinces on PDP for IFY 83/84 encourage participation by rural people in
both planning and implementation. Beneficiaries are consulted -through
the LRMD structures. They are able to suggest local needs and to ratify
locz2l programs. PDP is working to increase the level of participation of
rural people through training for LEMD officials.

PDP is one of the first significant opportunities BAPPEDAs have had to.
participate in development activities, especially off Java. It is the
provincial BAPPEDA that receives the initial allocation from the center
and which has the responsibility for developing the province-wide
strategy to meet policy goals aud gquidelines from the center. These
goals now include maximum feasible decentralization of authority, maximum
discussion with local people under the rubric of bottom-up planning, area
focus tn development planning, maximum sectoral integration, and a
greater amount of experimentation with locally appropriate approaches to
development problems.

The technical agencies by contrast are probably greater participants now
than they may be in the future. BAPPEDAs at both the provincial and
district levels have tended to allow themselves to become conduits for
funding rather than managers of funding because they do not yet realize
the full extent of their authority and because the demands from the
center for performance in achieving policy goals were minimal in the
past. As the BAPPEDAs become stroncer, they may curtajl some of the
latitude which many technical agencies now enjoy.

The role cf women in PDP continues at an estimated level of about 25% of
all beneficiaries. This is an average which varies greatly by project.

Many of the industry projects, especially food production and
handicrafts, are almost entirely directed by women. This is the case in

food processing cooperatives in West Java, weaving and home gardening
activities in NTT, and batik production in East Java. Women may account
for up to 75% of the recipients of small, short-term credit which they
1se as petty traders. Agriculture projects, demonstrations, trials, and
distributions, study tours, and the like as well as fisheries projects
are dominated by men, however. The PDP staff in USAID has enlisted the
Mission's WID officer to work with the training consultants for LKMD
training and with planning consultants for project planning.

The data on beneficiaries in PDP are as yet minimal and incomplete. One of

the outputs of the improved monitoring and evaluation systems will be
more precise reporting on such aspects of the PDF as beneficiaries.
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C. Technical Analysis

1. Technical Assistance Levels and Scope under the PDP II
extension

a. Technical assistance to support the revised Planning and
Management System

At present provincial BAPPEDAs are responsible for preparing a macro
economic five year plan for the province, the REPELITA Daerah. There is
no intermediate and operational plan which bridges this once in five year
macro plan and the annual DUPs prepared by technical agencies. There is
also no annual process of program formulation by sector and across
sectors which enables technical agencies and planning boards to make
reasonable judgments regarding the merits of the many individual project
proposals (DUPs) that are prepared each year by the technical agencies at
the provincial and district levels.

The planning and management systems proposed here arise out of several
years of work in different projects, but particularly the GOI's and
USAID's experience with PDP They are compatible with the existing
planning process and budgeting cycle followed by the GOI. Concepts which
led to the MPS and AOP were first conceived and tested under the )
AID-financed Northern Sumatra Regional Planning Project. The MPS and AQP
have been further refined by drawing on experience with PDP, the
AID-financed Rural Works Project, and the Local Government Training
Project (LGT II). PDP's role in institutionalizing this planning and
management process will be to test further and refine this system. It
will enable the eight PDP provincial and thirty-five district BAPPEDAs to
prepare both MPSs and AOPs and subsequently implement these plans with
the capital financing available under PDP.

To implement the revised planning and management system, the GOI and the
Mission have already agreed and financed under the PDP I Amendment the
services of a planning advisor to work with BANGDA at the center. Under
this amendment £ive long-~term planning advisors (four of whom would be
based in participating provinces) and a training advisor would be added
to complete the technical assistance which the Mission and the GOT feel
is required to establish the improved planning and management system in
the eight PDP provinces. (See Technical Assistance Plan, Tables 1 and 2.)

For four provinces (South Ralimantan, NTB,-Bengkulu and NT%, where the professional
capacity of prowincial as well as district BAPPEDAs is relatively
limited, four years of planning advisory support are considered necessary
to implement the revised planning and management system. 1In the
provinces of East and West Java, where the professional capacity of the
BAPPEDAs is relatively greater, planning advisory services have been
limited to two and three years respectively. This will cover the initial
period when the revised systems are becaming operational. The technical
assistance contractor will also provide a Chief of Party (COP}). During
the initial three years the COP will provide assistance to BANGDA as well
as backstop the provincial planning advisors.
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Core training courses in planning, management, and evaluation will be
required to implement the revised planning system to PDP provincial and
district BAPPEDAs. To meet this need a full time training advisor will
be retained for the initial two years of this amendment. During the
remaining four years of the project the training institute of the
Ministry of Home Affairs (Badan Diklat), assisted initially by the
AID-financed LGT II technical advisory team and the remaining provincial
advisors and the COP, will be responsible for assisting provinces in
developing and implementing required training programs for BAPPEDA and
technical agency personnel.

b. Specialized Technical Assistance in Agriculture, Credit
and Small Scale Industry

(1) Agriculture and Livestock. To continue PDP's work
in rainfed agriculture, the GOI and USAID will continue a range of
technical support services for participating provinces. First, provinces
will continue to be encouraged to develop projects using the technical
expertise of national and regional agricultural research and development
institutions and universities, such as the Food Crops Research Institute
at Bogor. Second, attempts will be made to identify and retain an
Indonesian consulting firm with strong agricultural specialization to
provide short-term consulting services to provinces. Third, USAID will
provide long-term expertise in the field of agriculture (see Technical
Assistance Plan, Tables 1 and 2.) Three long-term agricultural experts
will be stationed in the provinces of West Java, East Java and Nusa
Tenggara Barat with responsibility to assist those provinces as well as
other PDP provinces. With respect to the livestock sector, a livestock
specialist will be employed for an initial two year period to backstop
the PDP portfolio of livestock projects. The Mission will explore the
possibility of financing an expanded project outside PDP with the
Livestock Research Institute/CRSP to support the continued infusion of
knowledge and technology into PDP and other Mission projects with
livestock components. Fourth, USAID will provide funding for selected
short-term expertise not readily available in Indonesia to provide
specialized expertise as required. Finally, USAID will finance extensive
in-country, U.S., and third country training in the field of agriculrure
which is appropriate to the needs of each province.

During the initial §hase of PDP technical training was directly financed
and arranged by the Mission. Under this amendment PDP provinces will be
responsible for financing their own annual training programs through the
DUP/DIP process. The Mission believes that the process of developing the
capacity of local planning agencies to assess and finance their training
requirements will be increased by placing this responsibility in the
provinces.

This general technical assistance and training formula has worked well
over the initial four years of PDP. It is the Mission's judgment that
continuing this assistance formula, with the possible addition of an
Indonesian consulting firm specialized in agriculture, is the appropriate
mix of expertise, services, and training required to strengthen the
capacity of provincial and district agencies.



TABLE 1

\
TECHNICAL ASSISTANCE ALLOCATIONS BY PROVINCE - PDP II EX'TENSION

YEAR 1

YEAR 2 ' YEAR

3 YEAR 4 YEAR 5 YEAR 6 TOTAL
PROVINCE ADVISOR P/M PM PM P/M PM PM P/M
East Java Planner 12 12 0 0 0 0 24
S.Kalimantan Planner 12 12 12 12 0 0 48
" {
N.T.T. Plannercr 12 12 12 12 0 0 48
Agriculture 12 12 12 12 0 0 48
Bengkulu Short-term
N.T.B. Plannercr 12 12 12 12 0 0 48
Small Industry 8 12 0 0 0 0 20
West Java Planner 12 12 12 0 0 0 36
Agriculture 12 12 0 0 0 0 24
Regional Credict 12 12 0 0 0 0 24
Credit 12 12 0 0 0 0 24
Livestock 12 12 0 0 0 0 24
Agriculture 12 12 12 12 0 0 48
Jakarta COP/Trainer 12 12 0 0 0 0 24
COP/Planner 0 0 12 12 12 0 36
Training 12 12 0 0 0 0 24
Credit 12 12 0 0 0 0 24
Total PM 175 180 84 72 12 0 524
Cum. totals 176 356 440 512 524 0 -
P/M cost factor $13,000 14,000 15100 16300 17600 0
Cost year $2,288,000 2,520,000 1,268,400 1,173,600 211,200 0

W
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YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 6 TOTAL

ROVINCE ADVISOR PM PM PM P/M 2/M P/M P/M

Short~term TA (Total expat.)

PM 10 10 10 10 10 0 50

PM Cost Factor $13,000 14,000 15,100 16, 300 17,600 0

Cost S/T TA $130,000 140,000 151,000 163,000 176,000 0 760,000

Short-term TA (Indonesian)

PM 12 12 12 12 12 8 68

P/M Cost Factor $6,500 7,000 7.500 8,10 8,850 9,500

Cost S/T TA $78,000 84,0006 90,000 97,200 106, 200 76,000 531,400

Total PM 642

Total Cost TA SgL/T $8,752,600



TABLE 2

Duration of Technical Assistance Positions

2
6/83 6/84 6/85 6€/86 6/87 6/88 If/BB
| | | ] | | l
Implementation: PDP II-A | |
PDP II-B i | I
IE I |p
East Java: In I IR
Ida I 10
Planner | | |P
Agriculture (See regional positions) lo i 10
Credit (See regional positions) | £ I I1s
| r |E
South Kalimantan: Ip i ID
lc | |
Planner lo | ip
Ip Ip 7:
lo Ia Ic
NIT: Is IC 1D
le ID I
Planner {existing funding;’ id | ID
Agriculture | 1p {E
|E |D ic
Bengkulu: {(Short-tere only) Ix Ip IBE
It | M
NTB: le i1 Is
In I e
Planner Is | {R
Small Industry (existing funding)/(new funding) 1i i |
lo | 11,
In i |
wWest Java: | | 11
lo 1 19
Planner I £ i I8
Agriculrure i ! 19
ip i |
Regional: lc | |
e I ]
Credit (E.Java) s I ]
Credit (W.Java) {existing le { {
funding) ! (new funding) In I |
Livestock (E.Java) It ] i
| I |
Center: IT I |
1A I |
CcOpP/Planning and Information Systems (funded by PDP I {funded by PDP II) | | |
COP/Training (existing | (new funding) IC | |
funding) lo | |
Training | (new funding) In l I
Credit {existing |t | |
funding) {  (new funding) I | i
la | l
lc I |
| |

It
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(2) Credit. Only in the province of Central Java has the
PDP credit program approached the stage of a self-supporting operation.
In other provinces it will take several more years of work to establish
self-financing local credit institutions. For this reason this amendment
provides three long-term advisors for the initial two years of the second
phase program.

(3) Small Scale Development. In response to the need to
create off-farm employment opportunities in the densely populated PDP
provinces, developing labor intensive, small-scale industries has amerged
as a major theme in two PDP provinces, Central Java and West Nusa Tenggara
(NTB). In the case of Central Java, the initial phase of PDP I financed
the services of a long-term small industries specialist. The background
investigations and pilot project work initiated with this PDP assistance
led to the Central Java Enterprise Development Project, now in the design
stage and scheduled for AID/GOl financing in FY 1984. The same type of
pilot work is underway in NTB with technical assistance and financing
provided under PDP II. Twenty months of additional technical assistance
will be provided to NTB during the initial period of the PDP II extension,
with the possible objective of formulating a major Enterprise Development
Project for possible AID ur other donor financing in FY 1985 or FY 1986.

2. External Evaluations

External evaluations are a necessary adjunct to the internal evaluation
system to be established during the extension. The use of this funding is
described in the Evaluation Plan, Part VII. The level of funding is
considered sufficient to allow comprehensive evaluations of the major
camponents of the project by combined expatriate and Indonesian

expertise. The use of Indonesian experts is considered essential to
identify Indonesian resources on which BANGDA and the provinces can draw
for later evaluations of their own as well as £for ensuring a broad
perspective for these external evaluations.

3. Commodities

The vehicles procured under this extension will be used by the long~term
consultants, three in Jakarta for the BANGDA consultants and nine for the
provincial planners and regional technical consultants. These vehicles
are essential to ensure that consultants are able to undertake the field
travel required for effective implementation. GOI owned vehicles are
available only through motorpools and are not as available as active
consultants require.

4. Component Project Capital Financing

Funding for component projects is an important part of the strategy
proposed in this amendment. PDP is not simply a planning project; it is
concerned with improving delivery of goods and services to rural people in
ways that will increase their productivity. The major premise on which
PDP is pased is tnat these goals can be obtained through decentralized
planning and local participatioa. Providing fupnds tc implement the plans
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devised through the revised planning process described above is necessary
to test this premise. Without the funding, and authority provided by PDP,
provincial and district authorities would have little opportunity to
experiment with development planning and new technologies or even to plan
and implement projects of any kind. Without project funding, the
relatively rigorous and demanding planning process outlined above would
become an academic exercise with little prospect either of influencing
sectoral programs or becoming institutionalized as a routine GOI procedure.
PDP II has been implemented in stages. The first stage began in 1979 with
GOI/AID financing of the four PDP II-A provinces: Bengkulu, East Java,
South Kalimantan, and NTT. In 1980 the second stage began with GOI/AID
financing of the two PDP IIB provinces: West Java and West Nusa Tenggara
{(NTB) . '

For the PDP II provinces the GOI and USAID agreed to provide annual block
grants of 31.2 million to each province over the course of four Indonesian
Fiscal Years (April 1 to March 31). AID agreed to reimburse sixty-six
percent of each annual provincial program, subject to satisfactory program
execution. Thus, as shown in Table 3, PDP IIA was to be implemented in
annual cycles beginning in April, 1979 (IFY 1979/80) and ending in March,
1983 (IFY 1982/83). PDP IIB, covering the remaining two provinces, began
a year later, in April 1980 covering the IFY 1980/8l to IFY 1983/84
period, ending in March, 1964.

Of the total loan financing of $18.0 million currently made available by
USAID for the annual block grants to the six participating PDP II
provinces, $11.3 million has been committed for projects through IFY
81/82. Additional funds will be committed by June 1983 for the provinces'
IFY 82/83 programs and the 83/84 programs in the two PDP IIB provinces.

As indicated in Table 8, the remaining $5.39 million will be carried
forward into the extension period to fund provincial programs. The first
commitment of these funds will be made in June 1983 for the first year
programs IFY 83/84 of the extension period for the PDP IIA provinces.

As of March 31, 1983, accrued expenditures under PDP II were

$9.65 million. Under this amendment AID will make available capital
financing totaling $4.29 million to finance fifty percent of the annual
block grant program for an additional four year period, covering IFY 83/84
to IFY 86/87 for P°DP IIA provinces and IFY 84/85 to IFY 87/88 for PDP IIB
provinces. This reflects two important modifications which distinguish
the future program from the initial years of PDP II. First, recognizing
that the GOI must assume overall responsibility for financing the program
upon termination of AID support, the AID reimbursemer percentage has been
reduced from 66% to 50% of completed projects over the life of the
extended project. Second, allocations to PDP province will no longer be
the same for all provinces. They will now be made on the basis of the
GOI's determination of the ability of each province to design and carry
out its PDP develocpment program effectively. Provinces which demonstrate
their capacity to design and implement high quality programs may be
aligible for increased financing in subsequent years. Provinces which do
not meet quality standards or which cannot execute their programs in a
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TABLE 3
SCHEDULE OF IMPLEMENTATION BY IFY FOR pPDP I AND II
Indonesian Fiscal Year (IFfY) LIFY 78/79)IFY79/801 80/81 | 81,82 | 82/83 | 83/84 | 84/85 | 85/86 | 86/87 | 681/88 | _88/89 | 89/90 |
Actual calendar; | 18 | 19f1 80 1 81 | 82 | 83 | 84 | 85 | 86 | 8?7 i 88 | 89 | 90
PDP 1 subprojects i l00000000000c>ooooooooooooooooooooooooooooooc.oooool
l
j
PDP II A: subprojects i ) 1000000000000000000000000060000000000000 |
PDP II B: subprojects l | ©00000000000000000000000000:X0000000060000 |
: initial implementation period
0000000000 : GOI funding only (C. Java and Aceh only)
0000000000 : extended {mplementation period _
PACD : December 1, 1989
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timely manner will run the risk of having their annual allccation
decreased. These program modifications are futher discussed in Section IV.

It is the Mission's judgment that this annual level of pPDP financing
represents the minimum levels necessary to secure the time and manpower
commitment which the more demanding planning, management and evaluation
systems will reguire.

D. Administrative Analysis

Implementing Agencies

Tabie 4 shows the structure of the GOI, including the line ministries
whose representatives are members of the Steering and Technical
Committees. These committees represent the formal leadership of PDP:

The Steering Committee. The role of the Steering Committee is to
formulate policy and provide guidance to the PDP program as a whole.

-  Director General for Regional Development (BANGDA), (Ministry of
Home Affairs), chairman;

- Deputy chairman of BAPPENAS for Regional and Area Development,
vice chairman; '

——

- Director General of Internal Resources (Ministry of Finance),
member ;

- Director General of Cipta Karya, (Ministry of Public Works) »
member ; ‘

-  Director General for Rural Village Development (BANGDES) (Ministry
of Home Affairs), member;

- Director General for Education and Training (Badan Diklat)
(Ministry of Home Affairs), member;

- Director for Provincial Development (Directorate General for
Regional Development), secretary.

The Technical Committee. The Technical Cammittee is charged with the
reqular program operationg such as budget allocations, the review of
annual provincial plans, and specific technical concerns.

- Director for Provihcial Development (Directorate General for
Regional Development), chairman;

- Head of the socio-aconomic unit, BAPPENAS, vice chairman;

-  Director of City and Regional Planning (Directorate General of
Cipta Karyz2), member:;
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- Director of the Regional Development Bank (Directorate General for
General Administration and Regional Autonomy, Ministry of Home
Affairs), member;

~ Director for Guidance of Regional Development (Directorate General
of Regional Development, Ministry of Home Affairs), member;

- Director of Budget Acministration (Ministry of Finance), member;

- Director of Guidance of National Resources (Ministry of Finance),
member ;

- Sub-director for the Provincial Development Program (Directorate
for Provincial Development), secretary.

Most of the operational work of the Technical Committee is undertaken by
one revresentative from BAPPENAS and one from the Ministry of Finance who
meet with and travel with representatives from BANGDA and UYSAID. Since
the former two representatives are nearly always the same individuals, PDP
is benefiting from steady support from knowledgeable individuals. A
continuing problem which all sides are working to correct is the need for
greater coordination prior to and following a visit to a province, in
particular in the case of certain provinces. A recent visit to Bengkulu,
for example, was preceded and followed by such meetings, and the center's
support to Bengkulu has been proportionally stronger.

The Role of the Implementing Agencies

1. The BAPPEDA at the province level receives the policy instructions
and budget targets from BANGDA at the start of each year's planning
cycle. The BAPPEDA is responsible for developing a strategy to meet these
policy goals and developing programs to meet the development needs of
their region. Part of this strategy will be a further reallocation of
funding among technical agencies at the province level, to BAPPEDAs at the
district level, and in some provinces to the subdistrict level. The
BAPPEDAs are responsible for coordinating the programs of these various
agencies and for maintaining quality control, all in an attempt to meet
the policy gouals set by the center.

2. The technical agencies (dinas) at both the province and district
(kabupaten) levels of government are line ageacies under the Governor
responsible both for PDP-funded and locally funded activities (of which
there are few) as well as nationally funded activities from sectoral
minisgtries.

3. The focus of the planning portion of PDP is the BAPPEDA at the
kabupaten level. This BAPPEDA is the most plausible locus for
decentralized planning activity and implementation because it is the
meeting point of national policy goals (coming from the center),
province-wide regional development goals (from the province-level
BAPPEDA), and highly localized concerns coming from various village-level
organizations.
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4. The camat, though important as a project manager in Central Java,
has only a limited role elsewhere in PDP and is otherwise in a difficult
position within the bureaucracy. BHe has no planning agency, little
technical staff, and little authority over funding. He is more of an
administrative extension of the bupati and a link from the people to the
district government.

5. The village is headed by a kepala desa (village head). He has a
small staff responsible solely for local administration, data collection,
coordination of activities, and local tax collection. Within PDP he signs
a certification to allow a villager to borrow from a PDP credit unit.

This is the only requirement for borrowing.

6. The kepala desa also heads two other village-level organizations,
the LKMD and the LMD, which were established by Presidential Decree 28 of
1980. The LEMD is an umbrella organization which groups all government
programs within a village and provides coordination among them. The
kepala desa is the only individual who is a mandated member of the LXMD.
All other representatives are appointed by the people. The
representatives are normally leading citizens of the village (who may be
civil servants but who hold their position in the LKMD by virtue o. their
selection by the people, not by their position as civil servants). <‘he
IMD is a forum in which representatives of local people meet with local
planning officials and discuss the needs of the community in terms of
development priorities and the like.

In fact both these institutions are relatively new and have only a tenuous
existence. On Madura, for example, only one ocut of three villages has an
LEMD of any description. West Java has a higher proportion and has begun
some work through PDP with training for LKMD members. Furthermore, the
role of these organizations is not altogether clear. What is clear is
that the GOI, whicn nas forbidden organized political activity below the
kabupaten, has felt a need to provide a local structure in which
democratic activity can take place. Consistent with the GOI's policy
overall, that structure has been established nationally.

7. At the national level the primary implementor of PDP is the
Directorate General of Regional Develooment (BANGDA) in the Ministry of
Home Affairs. A major lesson of the early years of PDP was the importance
of a strong BANGDA to provide policy support and guidance for the
provinces. To assist in providing this support, BANGDA now has three
expatriate advisors under PDP: one for training, one for credit, and one
for planning and information systems. BANGDA initiates the annual
planning process with a set of policy instructions for the provinces and a
preliminary funding target. BANGDA is responsible for approving the
multi-year strategies and annual plans from the provinces; BANGDA also
reviews and approves the project proposals, thougn the emphasis of
BANGDA's review process is shifting away from the latter. As noted
proposals for IFY 1982/83 were reviewed in the provinces, rather than in
Jakarta, a 3hift which had an important psychological etfect on the
provinces in tnat nearly all of them took a much more assertive stance
toward the center in defending their pcograms. This cnange is especially
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dramatic when compared with sectoral programs which must submit their
proposals to the National Planning Agency and the Ministry of Finance,
both of which revise the proposals as they see fit with no consultation
with the proposing ministry.

8. The implementation of PDP is being coordinated with the AID-funded
Local Government Training project, implemented through the Agency for
Training and Education (Badan Diklat) of the Ministry of Home Affairs.
This project is upgrading the training institution, both in Jakarta and in
selected provinces, of Badan Diklat as well as providing substantive
assistance in developing training courses in particular in regional
planning. USAID has recently established a regular monthly coordination
meeting for direct hire, FSN, and consultants staffs and has agreed to
joint work on certain training courses of interest to both projects. This
group is now working on the annual planning cycle used in the provinces
within Home Affairs and has assigned the PDP planner in Central Java the
task of following up and guiding the on-the-job training for the first
district BAPPEDA trainees to be trained under Badan Diklat's regional
development course.

During the extersion PDP will also begin to work with the Directorate
General of Village Development, a parallel Directorate-Gene:al in Home
Affairs, which is responsible for the INPRES Desa program wi ich provides
direct support to tiie LRMD structure.

9. PDP is also encouraging the use of non-governmental organizations
in the development process. Several, such as Organization for a
Prosperous Indonesia (YIS), Dian Desa, and Social Organization for
Progressive Farmers (YSTM), have been used in PDP for several years and
will be used further, though directly at the request of the provinces
through the project proposal (DUP) process rather than through USAID grant.

E. Environmental Statement

On May 11, 1978, John H. Sullivan, AA/ASIA, approved an Initial
Environmental Fxamination (IEE) which found no basis for further
environmental analvsis of PDP II. The Mission believes that this
determination remains valid for the extension of PDP II proposed in this
document. The technologies being tested and introduced under PDP are ones
which allow the natural resources of rural areas to be used more
productively while at the same time protectirg those resources crom
exploitation and depletion. The use of lamtoro gung (leucaena) as a
hedgerow conserves topsoil and allows the cultivation of secondary crops
between the rows. This planting of secondary crops in planting patterns
that protect the soil is a significant opportunity for rural people who
would otherwise practice slash and burn agriculture with consequent
degradation of soil. PDP animal distribution projects emphasize proper
stabling and feeding of animals, thus avoiding problems of overgrazing,
especially by small ruminants. Projects in Aceh have approached problems
of range management by establisning enclosed grazing areas. improved
grasses, and clean water supplies. Thus, PDP projects are consistent wich
non-exploitative uses of resources while emphasizing greater productivity
for rural people. '
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IV. FINANCIAL PLAN, POLICIES AND ANALYSIS

A. Project Budget

l. Cost Summary

Tables 5, 6 and 7 summarize the estimated total costs of the PDP II
extension, of which $3.5 million will be grant and $12.65 million loan.
Four additional annual program cycles will be financed utilizing the
revised planning, management and evaluation system described in Part II
Section E.

The total cost of the D TT extension, reflecting both GOT and AID contributions and
~shown in Table 5, is 530,000,000, Yhe Torcign exchange clement. of both USATD grant
and loan to Cinance ol f-shore Lechnicol assitance, long=-term and

short-term training, external evaluations and commodities 1is $9, 530,000,
The $3,500,000 of grant funding, representing approximately 20% of the
total AID contribution, will be used to finance off-shore technical
assistance, selected training activities and evaluations.

Included in the AID contribution will be $4.3 million to finance fifty
percent of costs associated with each of the six provincial programs over
the six year projectud life of the extension. The GOI will finance the
remaining 50% of project costs, plus all overhead expenditures of the
local government agencies responsible for project design and
implementation. Provinces may add local contributions from local
resources depending on each province's ability. The means of making these
contributions are still under discussion by USAID and the GOI.

The recent devaluation of the rupiah from Rp700 = US$1.00 to

Rp970 = US$L.00 has resulted in additional -dollars available under the
existing PDP TI loan for project activities because a considerable number
of projects, which were approved for implementation on the basis of the
earlier exchange rate, are yet to be reimbursed. That reimbursement will
rake place at the rew rate, leaving an additional $5.39 million in loan
funds. The $4.3 million in loan funds requested in this document
represents the new allocation required to fund AID's portion of the cost
of project activities during the extension. To this amount will be added
the existing 55.39 million, making a total of $9.69 million available for
project activities. This amount was determined through the calculations
in Table 8 which begins with the annual GOI allocation per province based
on USAID's and the GOI's understanding of the absorptive capacity of each
province. These annual allocations give the total required over four
years, of which 50% is the USAID contribution. An inflation factor has
been added to take into account annual expected inflation plus the
additional inflation expected to follow the devaluation.

An important justification for AID local currency financing stems from the
character of PDP. Funding provided under PDP constitutes the only
discrecionary resource provided by the national government to local
planning boards t2 be used according to the local, rather than the
national government's, perception of priority requirements. The 50% AID



-41~

contribution for local currency project financing during the extension

contrasts with the 66% financed by AID during the initial phase of the PDP
program and is one measure of the GOI's continuing commitment to the

program and the long-term process of decentralization.

In addition to local currency project f£inancing, AID loan funds will be
used to finance training, external evaluations, limited commodities, and
technical assistance.

$1.5 million in grant and $13,500 million in loan funds would be obligated
during FY 1983, and the remaining $2.0 million in grant is proposed to be
obligated in FY 1984.

Table 6 shows the line items of the budget in greater detail. Table 7
shows the breakdown of these line items between grant and loan. Details
on the technical assistance components are given in Part III in the
Technical Analysis. A portion of grant funds have been reserved for
training for officials at the center, funding not previously provided
under PDP. This training is a part of PDP II's effort during the
extension to increase the center's capacity to support the provinces'
programs with guidance, policy goals, and the demand for accountability
required to assure quality implementation. Funding for long-term training
for masters degrees for about 20 central and local planning officials is
being provided to ensure a base of institutional knowledge for future
development activities. This training will be mostly US~based.

External evaluations will be undertaken in conjunction with the
development of an internal evaluation system within the BAPPEDAs. The
person-months provided here are for both expatriate and Indonesian
consultants.

The project and program activicies to be funded through this amendment are
outlined in the reports on the individual provinces in Annex J. Training
at the local level has been included under the project line item because
training courses and contracts between local governments and private
training institutions will be loan funded through the GOI's DUP/DIP
process. Moreover, the process of planning these training activities is
integral to the annual planning process for the programs themselves and is
consequently an important part of the institution building aspect of the
project.

2. Provincial Cost Summarv

National budget allocations from the Ministry of Home Affairs for the PDP
II extension are presented in Table 8. These allocations assume 100%
prefinancing of direct project costs by the GOI which will be subsequently
reimbursed by AID on a percentage of cost basis. These budget allocations
are tentative and nhave been made on the basis of past performance and the
GOI's and USAID's assumptions about the future absorptive capacity of each
province.
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baBbE 5
Total Costs of the PDP II Extension
(3000)

| USAID H GOI | Total
| Grant | Loan : | Total | | USAID
[ | i i | USAID | | Local ] +
{ Fx | Lc | Fx | Lc | [ Center | Government | GO1
l | | { ] | [ |

f. Technical Assistance | 3,328 | - | 4,890 | 534.6 | 8,752.6 | 1101/ | 6001/ ] 9,462.6
| [ | [ | i ! |

[I. Training | 20 | 40 | 1,000 | - | 1,060.0 | | - | 1,060
| | | i t | i |

I11. Commodities | - | - i 180 | - l 180.0 | - | - | 180

! | | | _ (I | | | |

IV. External Evaluation | 112 |} - | - | . 160 | 272.0 | - | - } 272

‘ | | i | | | | i

V. Projects and Programs | - | - | 300 i 4,000 | 4,300.0 | 10,8902/ | 1,400/ | 16,590
| | | | i i ] |

VI. Contingency | - P - l 600 | 1.,835.4 1 2,435.4 - I - | 23435.4
{ ] | | | i | I
| | | | | | | |

Total I 3,460 | 40 I 8,970 | 6,530 I 17,000 | 11,000 | 2,000 | 30,000

| | | | i | | |

1/ In-kind contributions

2/ Includes $1.2 million in-kind contributions

-

.éz
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TABLE 6

II.

VI.

Total Budget for the PDP II Extension

Technical Assistance
Long~term:
Province Advisors -
Regional Advisors -
Central Adviso:s -
Total
Short~term:
Expatriate -

Indonesian Firm for
Technical Advisors -

Total
Total Technical Assistance
Training

Center:

Long~term: 20 trainees
Commodities (12 vehicles)
External Evaluations:

Indonesian and expatriate

assistance

Project and Program Funding

Contingencies

Total:

296 pm
120 pm

108 pm
524 pm

50 pm

68 pm

642 pm

$7,461,200

$760,000

$531,400

$8,752,600

$60,000

$1,000,000
1,060,000

$8,752,600

$1,060,000

$180,000

272,000

$4,300,000

2,435,400

$17,000,000
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TABLE 7
Budget Breakdown by Grant and Loan
GRANT LOAN TOTAL
I. Technical assistance:
Long~-term $2,850,000 34,611,200 $7.,461,200
Short-term:
Expatriate 478,000 282,000 760,000
Indonesian firmm - 531,400 531,400
II. Training:
Center 60,000 - 60,000
Long-term - 1,000,000 1,000,000
III. Commodities - 180,000 180,000
Iv. External evaluations 112,000 160,000 272,000
V. Project and program
funding - 4,300,000 4,300,000
VII. Contingencies - 2,435,400 2,435,400

$3,500,000 $13,500,000 $17,000,000



As noted in the Technical Analysis, two changes distinguish the provincial
allocations proposed for the extension period from those of the initial
years of the project. First, preliminary allocations (Table 8) have been
based on the GOI's amd USAID's understanding of the minimum amount

necessary to achieve the purposes and goals of the project. Second, the
equal allocations for all provinces has been eliminated.

Annex H summarizes the major program areas that each province is likely to
follow during the extension of the PDP program. The major area of _
resource concentration will probably continue to be rainfed agriculture,

livestock, and village-based credit institutions. These summaries are
illustrative of the major program areas but are not exhaustive nor meant

to exclude possible other locally identified activities which offer good
prospects for reaching rural people.

8. Financial Systems and Policies under the PDP Il extension

An unanticipated consequence of the decision to decentralize decision
making with PDP was the proliferation of many very small project proposals
(CUPs) that often represented incomplete projects, both in terms of
concept and the scope of activities contained in the DUP. This result was
partly thne result of limited planning capacities of local planning boards
and technical agencies and partly the result of the GOI's budgetary and
planning process itself which has no planning or budget documents which
bridge the longer-term planning documents and annual DUPs. The lack of
intermediate planning documents will be met through the planning system
outlined in this paper. In addition USAID and the GOI will explore ways
to modify the DUP budgetary process to permit the DUPs to serve a wider
function as planning and budget documents.

2. Local Resource Mobilization

a. Local Government Financial Resource Mobilization

A means of continuing PDP in the provinces after AID's participation is
camplete is local governments' providing local revenues for PDP
activities. The ability of provinces to generate revenue and to provide
sane funding to PDP varies widely among provinces. In IFY 82/83 Central
Java contributed Rp. 300 million ($3 million) to PDP, one third of the
annual program. How this can be accomplished in the other provinces will
be a matter of continuing discussion with the GOI over the life of the

- program.

b. Local Private Sector Resource Mobilization

During the initial four years of PDP the Ministry of Home Affairs and
several of the participating provinces (most notably Central Java, under
PDP I and East and West Java under PDP II) have sponsored self-financing
rural credit institutions to meet the credit regquirements of the
financially disenfranchised rural poor. The most developed of these rural
institutions ars found in Central Java. The history and per formance of
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per year

18.8 billion $ 9,690,000 $ 9,690,000 $ 1,369,000

Less savings from USAID Phase I program funds resulting

from devaluation $ 5,390,000

New USAID contribution for provincial programs $ 4,300,000

TABLE 8
Province Allocations by the Central Government and AID's Contribution
! ] i | !
|GOI (Central Gowv't) | | | |
| Rupiah Allocation | Total Allocation | USAID ] GOI Program | Provincial Program
Province | Year | for 4 Years ] ALLOCATION 1/ | Contributions 1/ | Related
l | | | |
J | | i |
1. East Java | Rp. 900,000,000 I Rp. 3.6 billion | $ 1,855,000 i $ 1,855,000 | 3 357,000
l | ! j |
2. Bengkulu l 300,000,000 | 1.2 billion | 619,000 | 619,000 | 144,000
| { | ! |
3. South Kalimantani 700,000,000 | 2.8 billion | 1,443,000 |- 1,443,000 ] 217,000
{ | ! I |
4. N.T.T. | 550,000,000 | 2.2 billion | 1,134,000 | 1,134,000 | 217,000
| | | | |
5. West Java ] 650,000,000 i 2.6 billion | 1,340,000 i 1,340,000 i 217,000
I ! } | |
6. N.T.B. ] 650,000,000 i 2.6 billion | 1,340,000 | 1,340,000 | 217,000
| I ! | I
Inflation at 15% | - | 3.8 billion | 1,959,000 i 1,959,000 1 -
I | | I |
l ! | } |
| | i ! !
] | | | i
! ]
! !
| |
] !
| |
| I
| |

1/ 50% x annual GOI allocation (Central Government) @ Rp.970 = $1 rounded.

=
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the Central Java District Credit Units (BKK) is documented in the PDP I
Amendment and is discussed briefly in Section IIC of this Paper. All
eight PDP I and II provinces have embarked with varying degrees of success
on developing such institutions. Under the ongoing PDP II project
approximately $3.3 million is expected to be allocated to these credit
programs.

C. Analysis of Disbursements to date and Projected Disbursements under
the PDP II extension

During CY 82, reimbursements from PDP Il were slower than expected,
although accruals continued at a normal pace. Accruals have continued
normally because annual programs have been designed, approved, and
implemented on schedule. Reimbursements, however, are dependent on
inspection visits by USAID and BANGDA. Those visits were fewer than
necessary éuring CY 82 for a number of reasons. The Indonesian elections
in early CY 82, followed by the fasting month and Lebaran, staff
constraints at both BANGDA and USAID, and the increasing number of
projects were primary reasons for fewer inspections. In late CY 82
inspection visits were carried out at a higher rate, and reimbursements
are expected to increase as a consequence. Furthermore, this extension
includes a change in the reimbursement system which should make better use
cf USAID and Bangda staff time for reimbursement. The revised planning
system should make these field visits more productive. It is expected,
therefore, that reimbursements will proceed in a more timely manner during
the extension.

The revised planning systems will become cffertive immediately for all
provinces. The revised reimbursement system will be in effect for all
activities planned in IFY 83/84 and beyond. Those planned prior to that
fiscal year will be reimbursed under the earlier system.

A disbursement schedule for the PDP II extensions is given in Table 9.
D. Method of Project Financing and Disbursgement

l. AID

Project costs have been divided into three financing categories:
traditional direct procurement; percentage of actual cost reimbursement;
and local currency direct disbursement.

a. Direct Procurement

Direct AID dollar-funded procurement and disbursement will be utilized to
finance technical assistance contracts, long and short-term training, and
commodities. Direct procurement will be open to all AID Geographic Code
941 countries plus indonesia.

This is especially required to provide appropriate sources of training and
snort-term technical assistance. Training in the planning and management
of local development programs is a key element in achieving the purposes



TABLE 9

Technical Assistance
Training

Commodities
External Evaluation

Subproject Programs

Contingency

Total

Disbursement Schedule ~ PDP II Extension

-4 8_

6/84 6/85 6/86 6/87 6/88 6/89 Total
2,496,000 2,744,000 1,509,400. 1,433,800 493,400 76,000 8,752,600
20,000 80,000 210, 000 340,000 320,000 90,000 1,060,000
180,000 - - - - - 180,000
50,000 - 122,000 - 100,000 - 272,000

- - 500,000 1,500,000 2,000,000 300,000 4,300,000

- - 450,000 450,000 785,000 - 750,000 2,435,400
2,746,000 2,824,000 2,791,400 3,723,800 3,698,800 1,216,000 17,000,000
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of the project and some of the most valuable sources of rtraining are
located in countries which share similar development experiences.
Institutions such as IRRI, the Asian Institute of Management (AIM), and”
the International Instictution of Rural Reconstruction (IIRR) in the
Philippines offer training relevant to the needs of PDP, and their use as
future sources of training is probable. In the procurement of short-term
technical assistant it may also be possible to employ individuals who have
experience in the planning and implementation of similar programs either
for direct input into a specific technical area or for participation of
the project's evaluation.

b. Percentage of Cost Reimbursement

Reimbursement for local currency project costs will be a percentage of
actual cost. This is considered more appropriate than the Fixed Amount
Reimbursement (FAR) system pecause of the large number of small projects
scattered in various geographic areas where specific design specifications
and cost estimates are made during the planning of each project. Using
cost reimbursement will also permit inspection on a sample basis and
thereby make staff inspection time more productive. The maximum amount
which can be reimbursed against any province's program is 50% over the
1ife of the project of the value of the approved DUPs (the project
proposals) up to the amount of available loan funds.

The MPS, AOP, and DUPs are subject to review and approval by AID. "AID
will commit funds annually for each province by a PIL. while improved
planning cannot guarantee improved project implementation, approval of the
MPS, AOP and DUPs prior to the commitment of funds offers the opportunity
to ensure that sufficient planning information is present to allow later
monitoring and evaluation and that projects are consistent with PDP

goals. AID monitoring will ewphasize increasing the GOI's ability to
strengthen the planning, internal review, and gquality control systems.

The general criteria for AID reimbursement of individual projects are as
follows:

1. All planning and monltoring documents are present, complete, and meet
specified standards;

2. Implementation is camplete and in accordance with approved plans
except when implementation is halted or altered for appropriate managerial
reasons; and

3. Beneficiaries are appropriate according to standards determined by
AID, BANGDA, and the PDP provinces.

The general reimbursement principle is to reimburse a percentage of actual
cost for completed projects. No reimbursement will be made for projects
which 1) are not implemented; 2) are not implemented according to approved
plans with the exception given in (2) above; and 3) experience problems
during implementation, out for which appropriate corrective action,
follow~-up, or termination is not initiated. However, given the
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experimental nature of this project and the desire both to experiment with
new approaches and to learn from experience, there will be a limited
number of exceptions to these general reimbursement criteria. The
following are examples of exceptions in which projects may be reimbursed

when a USAID review determines that prudent judgment has been exercised by
GOI managers and implementers:

1. Projects which are designated as experimental (whether completed,
altered or halted) but which do not yield the specified outputs or wnich
produce a negative result;

2. Non-experimental projects (whether completed, altered, or halted)
which do not yield the specified outputs, but for which the GOT monitoring
system identified the problems and initiated corrective measures.

There will be annual reviews by USAID of a sample of selected programs and
projects .in the provinces to measure the accuracy of reported
accomplishments. These reviews will consider the projects both
individually and within the context of the long term goals and planning
for that program area as articulated in the MPS and AOP.

The Government of Indonesia will prefinance the costs of the projects
based on the approved totals of the DUPs. Upon certification by the
province, reimbursement requests will be submitted to USAID via the
Ministry of Finance for reimbursement in dollars, as currently provided
for in the Project Agreement. In addition to AID reviews, the USAID
Project Officer will have the benefit of continuing input from the
technical assistance consultants.

To implement this reimbursement system, PDP will go through a period of
transition as the revised planning system and improved planning documents
are phased in. The consequence of this transition for the reimbursement
system is that projects for IFY 83/84 will not involve the preparation of
an MPS. Therefore, approval of this document will not be a precondition
for the consideration of reimbursement reguests, although an AOP and
revised DUPs will be required for projects during this year. These two
documents are subject to AID review before reimbursement can be considered.

V. IMPLEMENTATION PLAN

A. Technical Assistance:

This amendment provides funding for 44 person-years of long-term technical
assistance, 4 person-years of short-term assistance, and 6 person-years of
assistance to be provided through a contract with an Indonesian
institution. This level of effort is now considered to be sufficient to

ensure achieving the project purpose by the end of the project.

The first increment of this additional technical assistance will be a

three-year corntract of 37 person~years of long-term assistance and 3
person-years oi short-term assistance. (The duration and location of the

individual positions are shown in Table 2). Later phases also provide a
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gradually decreasing level of expatriate technical assistance and an
increasing level of Indonesian assistance. Accordingly, funding is also
provided for a contract with an Indonesian firm for technical assistance
"as firms with requisite skills can be identified. It is expected that
initially this Indonesian assistance will provide agricultural support to
the provinces' programs. The need for that firm and its identification
will be determined within the first year of the extension. In addition to
Indonesian assistance through this firm lndonesian experts will continue
to be retained through present contracts with expatriate firms and through
the provinces' DUP/DIP system.

The technical assistance provided in the initial period of this extension
will consist of a Chief of Party who is also a part-time training advisor,
a training advisor and a credit advisor stationed at BANGDA, six
provincial planning advisors, three agriculturalists, two regional credit
advisors and one smail-scale industry advisor. The planning consultants,
whose responsibility is planning, information systems, and management,
will be responsible for working with their respective BAPPEDAs and
technical agencies in implementing the planning cycle described in this
amendment and information systems which will be developed during the
extension of PDP II. Planners will assist the provinces in preparing
multi-year and annual plans as well as DUPs and will participate in the
review of these documents. They are generally the team leaders for the
consulting team in the province and are responsible for coordinating the
team, making contacts with other donor and GOI programs, and being the
focus for knowledge of the development of their respective provinces.

The provincial level regional technical consultants (agronomists, small
scale industry advisor, livestock specialists, and credit specialists)
will work with their respective provincial technical agencies in project
planning, monitoring and evaluation in order to transfer their technical
knowledge to their counterparts in the technical agencies. They will also
w.rk with the planning consultants and the BAPPEDAs to ensure that both
broad planning and project-specific planning take into account the
conditions of the province. Both planners and technicians are expected to
be on call to other provinces, both PDP I and II, as their special skills
are required. This kind of sharing of skills and experiences has been
productive in the past and will be continued during the extension. This
pattern of technical assistance, which will be largely expatriate, gives
relatively greater priority to planning positions for several reasons.
First, such expertise is less available in Indonesia than agricultural and
other technical fields. Planning assistance in the later years-of the
project may come from Indonesian sources as those sources becclme
available. For this reason there is no commitment to expatriate planning
assistance in later years. Second, the work of the planners (planning,
information systems, and management) is the basis for long-term programs
in agriculture and related fields which might be developed under the PDP
II extension. AID's funding for technical assistance, therefore, is most
properly directed toward ensuring well planned programs as a first
priority.
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For technical assistance through the first three years of this extension
(June 1983 to June 1986) the Mission intends to request an amendment to
the existing technical assistance contracts through a non-competitive
procurement waiver submitted to AID/W. The waiver request will be based

on the desirability of continuity in technical assistance and the high
level of performance of the present firm. A copy of the waiver request is

presented as Annex M.

For further discussions of technical assistance, see the Technical
Analysis, Part III, Section C.

B. Implementation Schedule
The following timetable presents the anticipated dates of the main
activities to be completed under the project. Bar charts showing the time

phased implementation of the revised systems are included as Annex E to
this paper.

IFY 83/84 Instructions to Provinces March 15, 1983

IFY 83/84 Subproject Plans (DUPs). Approved

by GOI Central Office (BANGDA) & AID June 1, 1983

IFY 84/85 Instructions to Provinces June 30, 1983
Loan/Grant Agreements Extended June 30, 1983
Current TA contract (Provinces) extended

for three years July 1, 1983

IFY 83/84 project Implementation begins September 30, 1983
Conditions Precedent met September 30, 1983

Multi-year Program Strategy (MPS) and IFY 84/85

Annual Operational Plans (AOP) completed November 15, 1983
MPS and IFY 84,/85 AOPs approved by BANGDA/AID December 31, 1983
IFY 84/85 DUPs approved by BANGDA/AID April 15, 1984
IFY 84/85 project Implementation begins August 1, 1984
IFY 85/86 Instructions to Irovinces August 15, 1984

IFY 83/84 project Inspection by BANGDA/AID
begins October 1, 1984

MPS (revision) and IFY 85/86 AOPs approved by
BANGDA/AID _ November 15, 1984

Reimbursement IFY 83/84 subprojects January 15, 1985
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Mid-term External Evaluation begins

IFY 85/86 DUPs approved by BANGDA/AID

IFY 85/86 project Implementation begins

IFY 86/87 Instructions to Provinces

IFY 84/85 project Inspections by BANGDA/AID begin

MPS (revision) and IFY 86/87 AOPs approved by
BANGDA/AID

TA (provinces & central) Reassessment of needs
Reimbursement IFY §4/85 projects

IFY 86/87 DUPs approved by BANGDA/AID

TA final action (extension or revised made)

IFY 86/87 project Implementation begins

IFY 87/88 Instructions to Provinces

IFY 85/86 project Inspections by BANGDA/AID begin

MPS (revision) and IFY 87/88 AOPs approved by
BANGDA/A ID

Reimbursement IFY 85/86 projects

IFY 87/88 DUPs approved by BANGDA/AID

IFY 87/88 project Implementation begins

IFY 86/87 project Inspections by BANGDA/AID
Reimbursement IFY B86/87 projects |

IFY 87/88 project Inspection by BANGDA/AID
Final External Evaluation begins

Re imbursement IFY 87/88 Subprojects

PACD

February 1, 1985
April 15, 1985
July 1, 1985
August 15, 1985

September 1, 1985

November 15, 1985
Janvary 1, 1986
January 15, 1986
April 15, 1986
June 1, 1986

July 1, 1986
August 15, 1986

September 1, 1986

November 15, 1986

January 15, 1987

April 15, 1987

July 1, 1987
September 1, 1987
January L5, 1988
September 1, 1988
January 1, 1989
January 15, 1989

December 1, 1989

Loan-funded activities: Table 3 shows the fiscal years over which
loan-funded project activities will be implemented in the six provinces
and for which funding is proposed in this amendment and the two PDP I
provinces for which continued funding has already been approved. The
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first year of AID-funded activity under this extension will be IFY 83/84
in the PDP II-A provinces (East Java, South Kalimantan, Bengkulu, NTT)
and IFY 84/85 in the PDP II-B provinces (West Java, NTB). The concluding
year in IIA provinces will be 86/87 and 87/88 in IIB provinces.

IFY 83/84 is necessarily short and incorporates only two new elements, an
annual plan to be reviewed before the project proposals (DUPs) and an

improved project proposal (DUP) format which asks for more complete
planning information that has been required hitherto and will be of eight

months duration (January - August, 1983). During this time provincial
BAPPEDAs will be asked to prepare an Annual Operational Year Plan (AOP)
which will include the following:

- a review of the strengths and weaknesses of past PDP programs and
lessons for the future;

- a plan for FY 83/84 which groups PDP programs to show
a. program areas for the year, both by region and sector;
b. relationship to other development programs;
¢. priorities, targets, and beneficiaries by program areas; and

d. program type (experimental, demonstracion, supplemental to
sectoral programs, etc.).

The AOP will be reviewed with the individual project proposals (DUPs)
which will follow a revised format asking for quantified inputs, outputs,
and goals on which to base later monitoring and evaluation. BANGDA has
issued instructions to the provinces in March 1983 for this transition
cycle.

IFY 84/85 contains all the elements of the regqular planning cycle to
begin in 85/86, but allows 14 months for its execution. This longer time
will be necessary for the provinces to undertake the training and
planning called for by the cycle. For IFY 84/85, BAPPEDAs will be asked
to make the major transition to the revised cycle. Instructions
outlining the requirements for the MPS will be issued by BANGDA in June,
1983. :

For IFY 85/86, the revised cycle will enter its first full year of
implementation in August, 1984. The cycle will include a review of the
MPS which was written and approved in FY 84/85. Revisions of this MPS
will be based on insights gained from prior years of implementation, and
the revised MPS will be used as a basis for the preparation of the AOP

for the coming vear.

This transition period will require training for provincial and kabupaten
BAPPEDA in preparing the MPS, AOP, and DUPs. This training is discussed
in greater detail in Annex F and involves PDP consultants and other
training resources currently available to AID including both the Local
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‘Government Training project (directed towards the kabupaten BAPPEDA) and
internal AID resources already in place.

VI. USAID MONITORING

PDP is a major program of the Mission's Office of Rural Development. A

USDE Project Officer and a part time USDH officer supported as necessary
by FSN professionals from the Agriculture and Rural Development Offices

are responsible for project implementation.

PDP is implemented through a series of annual cycles of planning,
implementation, monitoring, evaluation, leading to a new planning cycle.
This amendment will fund four such cycles for the PDP II provinces.
USAID's participation in certain phases of these annual cycles is one of
several means by which the Mission can monitor the progress of the
program. The phases of implementation are as follows:

1. The annual cycle is initiated by BANGDA's issuing instructions to
the provinces to begin the planning process. In the past these
instructions have been literal instructions. Beginning with IFY 83/84
(in April 1983) and thereafter the instructions will place greater
emphasis on policy goals, such as bottam up planning, decentralization,
and the like, to which province programs should aim, rather than on
directions on how the providce should implement PDP. This is part of the
province's strategy to be contalned in the plannlng documents. USAID
routinely collaborates with BANGDA on the contents of these instructions.

2. Under the revised planning cycle the provinces will then issue
further guidance to the more local levels of government and begin shaping
an annual program. After a process of discussion within the province
including discussion within the wvillage councils (LKMD), the provinces
will produce a multi-year strategy showing how they intend to meet
BANGDA's policy goals, their own programmatic goals, and their strategy.
This document is then reviewed and approved by BANGDA and is subject to
approval by USAID. This document is a major element of the planning
system; the first will be produced by December 1983 for the pLannLng
cycle for IFY 84/85.

3. The provinces will then producé an annual plan, showing what
general activities will be undertaken in that year to achieve the goals
of the multi-year strateqy. This document is likewise submitted to
BANGDA and is subject to review by AID. The first will be produced in
April 1983 for the planning cycle for IFY 83/84.

4. The provinces then produce a series of project proposals (DUPs)
for the specific activities to be undertaken that year. At present these
proposals are only planning documents (in addition to being budget
documents) and are generally so narrow in scope that they can show little
broad planning. Under the improved planning system the proposals will
provide more information and will also lay out the implementation plan.
Again, these documents are reviewed and approved by BANGDA. They are
subject to approval by AID. Fifty per cent of the total rupiah value of
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these DUPs in each province each year is the maximum amount which USAID
can reimburse.

5. Implementation of these activities is carried out by. the
technical agencies. They report on this implementation to the BAPPEDAs.
The quarterly reporting documents are normally the basis for field visits
by USAID and BANGDA during implementation®and are the basis for the
consultants' guarterly reporting to USAID.

\
6. Evaluation is the last major step in this process. Only recently

and only in East Java has a province attempted its own evaluation. These
have previously been done only by Indonesian universities with the
results rarely recycled into the next planning process. The problem with
evaluations in the past seems to be the BAPPEDAs lacked a me thodology for
evaluations which they felt they could control. Further work on this

me thodology will continue during the extension period.

7. AID's final action is the review of project activities for
reimbursement. Details of this system are given in Part IV Section D.

In addition to participating in these phases of implementation, USAID has
a number of sources of information which provide additional means by
which USAID can monitor the progress of the project.

a. consultants on the technical assistance contracts report monthly and
quarterly to USAID. The format of the quarterly report has recently been
changed to bring the reporting more nearly into line with USAID's actual
requirements. Consultants report on monthly expenditures of GOI funds as
reported by GOI prcject treasurers, significant developments in

- experimental projects, and problems and issues which require USAID
attention. Consultants are also valuable sources of information on
conditions in each province, processes of planning, project
identification, and implementation in general.

b. USAID staff visit the field for routine monitoring trips, in
particular in the context of reimbursement and the phases of
implementation listed earlier, as well as at the invitation of provinces
for meetings on PDP.

c. The external evaluations and evaluations undertaken in each province

through the revised evaluacion system will provide an important source of
information on project implementation and impact.

VII. EVALUATION PLAN

As noted earlier, an important part of the strategy for the next stage of
PDP is shifting responsibility for accountability from AID and foreign
consultants to the GOI. FPFor this reason major attention will be given to
establishing monitoring and evaluation systems which provide timely,
accurate, and relevant information on the implementation and impact of
PDP projects. All districts and provinces will be required to specify in
the AOP their plans for monitoring and evaluating individual projects,
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and project proposals will have to show in what ways future activities

are based upon learning from past projects. In this way the next stage
of PDP will invelve continuous monitoring and evaluation, supported by

Planning requirements and assistance from consultants as well as the

revised reimbursement system.

In addition to this built-in system of monitoring and evaluation, two
major evaluations are planned during the course of the next stage of

PDP. There will be an interim evaluation after two years, and a final
evaluation of the entire program at the end of the implementation

period. These evaluations will examine three main issues. First,
attention will be given to the process by which PDP was planned and
implemented, with particular attention to the role of foreign and
Indonesian consultants and their contribution to the achievements of

PDP. Second, these evaluations will focus on the major PDP objective of
building the capacities of local planning and implementing institutions,
and the extent to which these agencies have been strengthened and are
better able to assume the burdens of decentralized planning and
implementation. Finally, the impéct of individual projects and broader
program areas will be assessed. The evaluations will examine the extent
to which PDP activities have resulted in increased productive capacities,
the introduction of new technologies, and the formulation of fundable new
programs.

Finally, there will be a special evaluation to focus specifically on PDP
agricultural programs. The agricultural sector continues ta be a major
contributor to GNP and to employ the majority of the population. Various
activities funded by PDP have concentrated on agricultural programs and
the effort to increase agricultural productivity, and these activities
constitute the majority of PDP projects. While much has been learned
.from the experience gained thus far, a more gsystematic effort is required
to determine what approaches hawe proven to be particularly productive
and what lessons can be learned for application elsewhere. This
assessment of PDP agricultural programs will take place in the early part
of the next stage of PDP, allowing opportunities for PDP provinces to
study the results and incorporate them into planning for future PDP
projects.

All three evaluations -- the interim, final and aygriculture evaluation --
will require teams composed of both foreign and Indonesian

professionals. Detailed scopes of work will be developed in cooperation
with BANGDA and provincial BAPPEDA staff and will stress the need for
results which are of direct relevance to the continuation of
decentralized development efforts.






ANNEX B

REPUBLIC OF INDONESIA
NATIONAL DEVELOPMENT FLANNING AGENCY
JAKARTA, INDONESIA
- 2 M7 1983

Fo. : @& pK/5/1983 Jekarta, May  , 1983

Dr. William P. Fuller
Director

USAID Mission to Indonesia
c/o American Embassy
Jakarta

Re : Provinciel Aree Levelopment
Project ( PDP ) II.

Dear Dr, Fuller,

With reference to our recent discussion cooeoernipg the Provinciel Ares
Davelo;\r;ent Project { PDP ) II, we hereby ragusst iiel USLID provide & loen
of thirteen million five hundred thousead IS &zilers (USS$ 13,500,000) and
a grant of three million five hundred thouszzd US dollers (us$ 3,500,000)
to finance the implementetion and develczment ci the Provinciel Area Deve-
lopment ( PDP ) II program. The Government of Inéonesie plens to commit up

o I 2-11ers (US$ 13,000,000) in support of this program.

DU L S Y T Bl
Lo thirteen mild

bda

The Government places high priority on expsditious implementation of

the program., We would therefore appreciate your eerly approval of this request.

Thank you for your kind cooperation.

(}

Hincerely yours, !

Saleh Afiff
Ce. #pir of State/Vice Cnairmen of
— X wooni s Beppenes

1. Secretary Generel
Ministry of Home Affairs

2. Secretary Cabinet
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further legislative
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recipient country, what
is .basis for reasonable
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ANNEX D:.

COVENANTS AND CONDITIONS PRECEDENT

I. Covenents_

1. The GOI agrees that PDP will be implemented with equal emphasis given
to institution building and program and subproject activity. PDP
kabupaten, therefore, are expected to remain in the program with funding
for new and continuing activities until functional planning, monitoring,
and evaluation systems have been achieved.

2. The GOI agrees that the membership of the Steering and Technical
Committees will be maintained in a way that reflects the current working
relationships among agencies involved in ®D=.

3. The GOI agrees to explore the most apcropriate means of ensuring a
working collaboration between Bangda and Badan Diklat so that training
activities are coordinated between the projects.

4. The GOI agrees to analyze DUP/DIP process for ways to address the
need for integrated, intersectoral implementation as the necessary follow
on to the BAPPEDA's integrated, intersectcral rlanning.

5. The GOI agrees to secure the additionz

Bangda and the local governments to permi
masters' degree training under the ?D? i

£f necessary for both
ting staff to be sent for

6. The GOI and USAID agree that existing criteria for subproject and
program selection and approval of planning documents may be elaborated
upon or changed during implementation to meet urforeseen requirements.
These criteria will be set out in officizl GOI documents as appropriate
(INMEN, pra-Instruksi) and will be agreed to by the GOI and USAID by
means of a Project Implementation Letter (PIL).

II. Conditions Precedent

Prior to the first disbursement of loan funds under this amendment for
subproject activities, or to the issuance by A.I.D, of documentation pursuant

to which disbursement will be made with respect thereto, the Cooperating Country
shall, except as A.I.D. may other wise agree in writing, furnish to A.I.D.

in form and substance satisfactory to A.I.D., evidence that the Cooperating
Country has issued a series of instructions to the proyinces participating in
the project which establish a new planning system agreed upon between the
Cooperating Country and A.I.D.



ANNEX F:
Training

‘Funding for training: Under the PDP II extension, as is now true under
the PDP 1 extension, all training will be loan funded. The provinces
will receive instructions from the center to begin using loan funds
through the DUP/DIP system for comprehensive training, both for the needs
of the agencies under the Ministry of Home Affairs, for technical
agencies (dinas), and for rural people througn the LKMD structure.

Pechnical assistance for training: The extension will support this new
training program with one full time and one part time expatriate
consultant, and short term consultancts.

Training programs under PDP: The training «nzz will be carried out during
the PDP II extension can be divided brocadly into two tvpes: First,
management and administration training; and second technnical training.
The former includes both in-house training and training at established
training institutions aimed at the tzff oI BAZZZDAs (Tk. I and Tk. II,
«hizé =zchzlon officers) and staff

1
%)
n

and UDKPs. It will also
coral cechnical agencies.,

&
v
n
[
L]
i

from other non-technical agenciss s

s
especially but not solely second and
u
include some representatives from se

z=ical, applied, limited

'45
[
1]
K}
U]

To the extent possible all training w
in scope and time, replicable, cost e
”

icienz, in-country, ané address
immediate and identifiable needs. ( Tralin * refers not only to formal
courses and lectures but to workshops, &dszco ~-ations, field visits,

b
A o o1y

practicums, and exercises. "Praining®™ inc es formal, non-formzl, OJT,

in-service, and pre-service training.)

Emphasis will be placed on in-nousz zraining, chat is, training designed,
conducted and monitored by the PD? consuizznzs and their counterparts
with outside assiszanzz :*h2n neecded and availahle. Most training, and

- = 11 "o n -

gspaciaiiy in-ncdse training, will follow the nas o
used extencively in the AID-assisted Rural Works project. Under th
model a group of better gqualified province DeOD is first trained
intensively, and =n2y in turn train others at more disperse locations.
The PDP consultants will be heavily involvad at first in all such
training and will become less directly iavolved during later stages as
various training courses are repeated and the master trainers become more
adept.

BAPPEDAs and dinas are not assumed to pe training institutions, but
USAID's experience with Rural Works shows that in-house training is both
nececssary and desirable. More advancedé wraining will be undertaken at
established training institutions.

The following is an outline of probable «rzining activities to ke
dgeveloped and implemented during ~he PD? II extension. Some activities
suggested as in-house might also be done by outside training
insritutions, if appropriate ones can be identified.

A\



In-house training

The First priority is a group of core courses to be taught nationwide
based on systems and instruments to be developed or revised during the

second phase such as the new planing and infornation systems.

Each of

these courses would be held- for one week, abou: 40 hours of lnstruction
time. Each course should include only about 1F to 20 participants and
The following are suggested core

involve a minimum of 3 instructors.
courses:

1. A course on the preparation

program strategies,
2. A course on the

ideas, identifying and prioritizing
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1
initially emzhasizing

use of the planning =:
instruments developed to standardize cacth
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neeads,

feasibility and potential socio-eccrnomic ban

cation plans and multi-year
-funded subprojects.

informztion systems and

5 and 2ssessing project
termining technical )
£i (possible baseline

for later avaluation), selecting prioritized groject proposals from

villages and lower levels of government ~ those from the dinas in

light of area master plan prioricies. curse would need to provide

training for processing data as it flow h the system; its actual
ne

analysis; and feedback down througn =h
3. A course to ensure complete, staniardizal designs and dozumentation
of project DUPs.

4. For dinas staff, a course on technical mzzerial Zor actual design
preparation.

(using new DUP forms). This course
atements of purpose,
gcalis a expected benefics,
direct and indirect; statements regarding related rojects and upstream
and downstreanm implications of any project; the relationship of projects
to the annual plan; and guantifiable indicators of success or completion
for later monitoring and evaluation purposes.

course on the review of DUPs
include preparation and review of budge

5. A
would

T35

STatementsd oL oenewlliaries

~me V. -m S mistamaa Y =, P -
Qi DUV Dy

st
nd
P

6. A course using the monitoring systems and forms that are developed on
monitoring and reporting project implemsntation including problems that
arise and pnysical, financial, anrd gualitative project status report.
This course would also contairn training on those aspects of the
monitoring systems that deal with program matters, the master plan, :nd
exparinental projects. Also training would b2 provided in this course (or
in follow-up courses) on evaluation, including routine and special
evaluations of, the socio-economic impact in & targeted area or the
administrative capabilities and performance cf a certain agency.



7. A number of short core courses to train BAPPEDA staff and the staff
of other involved agencies in necessary administrative and managerial
topics or processes such as

- bookkeeping;

- financial monitoring and reporting;

- auditing;

- simple computatlonal analysis and basic applied statistical
methods, graphic display, etc.;

- information retrieval including filing systems, clearance and
circulation of correspondence, etc.;

- simple network planning, scheduling, etc.;

- organizational planning including staffing patterns, job

~ descriptions, etc.; and
- staff performance evaluations.

Technical and Project-specific Training

Agriculture training will be orienteé to the major ecological-climatic
conditions of PDP provinces, a new orienctazion for technicel training in
‘the GOI which will receive major attention €urcing Repelita IV starting
April 1984. 1In general these ecologicali-ciimztic conditions are the
rainfed hillsides receiving about 1200 mm <f rain in about four months of
the year and experiencing extreme drought conditions the remaining eignt
months. The training program will ccnsis:t of
into modules which can be taught in one %0 z=nr
(e
é.

2

-
-

e

units which are divided
ree days. The units could
.3. two weeks) or taught in
This %raining will

ster trainer approach

he taught consecutively as a single moaul=
individual modules over a longer time pario
emphasize applied skills and will rollow <h
described above.

P

™so training units will be developed for each subjsct: trzining for the
user (farmer or extension worker) and briefings for the decision maker.
The subjects for which training will be developed are grouped by category
and are listed below. Each subject will be subdivided in'~ units and
modules:

Category : Rainfed Farming Systems
Subject: Hillside (including Leucaena leucocephala)
Subject: Lowland multiple cropping

Catagory : Small Ruminants
Subject: Loan Systems
Subject: Production and Management

Subject: Marketing



Category : Polyvalent (multi-purpose) Program and Extension
Subject: Program development and administration
Subject: Technical skills

Category : Food Crop Storage
Subject: Administration and bookkeeping
Subject: Technical

All technical training for beneficiaries will be practical, applied
training and will include plans and funds for necessary follow-up in the
field, retraining, or more advanced tr2ining. Consistent with the six
technical areas specific above, trzining Zor beneficiaries will include:

- breeding, feeding, care and marketing of goats and sheep (at the
Institute on Research of Livestezk 2% Bogor and at the Center for
Research on Animal Production at liawi);

-  maintenance and repair of motors, pumps, engines;

n wood working and

a i
t Credit Units (LKKs):;
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- vocational training for land i

le=ss 5
other skills (possibly through 3u ic
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-  training in lamtoro planting, carz, etc. (at the Social Research
and Development Institute in NTT);

- dryland farming (at the Dryland Cccogs Easearch Station in NTT);

- training in integrated farming systems (at the Food Crops
Research Institute in Bogor);

- courses on cropping patterns as well as training in agricultural
5i ¢ tne Food Crops Research Institute in Bogor);

- courses on agricultural planning fat the Agricultural Institute
in Bogor); and

- courses in polyvalent extension (at the Kayu Ambon, West Java,
pranch of the National Agency for Agricultural Training,
Education, and Extension).

A number of PDP projects are actual training centers include the training
centers (Balai Karya) in NTB; Sukabitetek Center in Belu, NTT;
agricultural field stations as well as the Department of Agriculture's
kecamatan-level Agricultural Extension Centers (BPP). These centers can
plan formal training and alsc act as centers for on-the-job training and
non-formal training, demonstrations, sites for field visits and referral

centers.

/\
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PDP has supported a variety of rural credit programs. With a shift
toward village level administration and the usual high staff turnover a
regularly scheduled skills upgrading and fetraining program will be
instituted. These courses will cover bookkeeping, auditing, and
financial mauagement. YSTM has been involved in past credit training and
will take a greater lead in the future; .

Credit training:

This extension also provides for long-term training for masters degrees
in regional science for up to twenty officials from Bangda and the
BAPPEDAs. One official from the BAPPZDA Tingkat I in South Kalimantan
received such training at Syracuse University during phase I and has
since rejoined the BAPPEDA. Bis experience was productive and has
enabled him to take on new responsibilities in the BAPPEDA,
responsibilities which no other official can £fill. The critical element
in the proposed training activity is to identify twenty officials who are
appropriate for this training and who can be released for the time
required.



ANNEX G:

Sample of PDP Income Generating Project Activities

Project: Ocean Fisheries Development

Location: East Java: Kabupaten Bangkalan, Sampang, Sumenep,
Pamekasan.

Since June 1980, 65 groups of fishermen (472 total members) have been
organized and equipped for near-shore ocean fishing. Loans are given
to each seven-or eight-member group for fishing equipment packages,
consisting of small motorboats and nets. Training in organization,
management, and operation is also provided, as well as follow-up
technical assistance from the Fisheriers _nﬁ Cocperatives Agencies
{dinas) .

The progress of this project has been ancouraging. Three of the best
performing groups have generated annual savings of US$1,900 and net
cash incomes of US$8,700 (US$S180) per person. Since these men were
formerly hired labor, their incoms has increased approximately 400%
over their previous income la2vsls. T a conservative estimate
of increased incomes since according ition some £fish are
divided among the village poor anZ zncths: rt is distributed to the
fishermen before the catch is actuzllv¥ s21<Z. The cost of eguirment
for these groups totalled USS1l4, 3 hs:e is a net return on
project inputs of 55% per year if z Z-vear life eguipment
depreciation schedule is calculzzeZ.

Project: Increased Fish Productica

Location: Nusa Tenggara Barat, Rabugztsns Lombok Tengah and Lombok

Timur
This project is part of a four year effort to increase fish
production. Two pair of Majalaya car2 are given to each recipient at
a total project input cost of USS5i2 per recipient. The fish are
raised in a simple enclosed pond grovided &y the recipient that is
enriched by the fertilizer runmoff from th2 adjacent rice fields.
There are no cther major input costs., Wwithin a few months the

a

hal
distributed garent fish have produced ap

Iy

tely 50,000 e5gs. By
the time these fish reach 5 to 7 c&m in length mortality has reduced
their numberg to 5,000 fish. About 6 months after the eggs have been
laid, the fish are ready for harvest. At that time they average 10
fish pzr kilogram and sell in local markets for USS2.25 per kilo.
From the 5-7 cm stage to harvest, mortality has taken anotner 20
percent. Total production at harvest is about 4,000 fish or roughly
400 kilos. At 52.25 per kilo this vields a gross income of USS$900
semi-annually. Annual production can be easily expanded to a total
of 800 kilos for a gross income of USS1,800 annually. The fish are
jenerally marketed close to the village. Labor and other production
costs are insignificant, resulting in a net income very close to the
gross income figures.



~Project: Livestock Fattening

Location: East Java, Kabupatens Bangkalan, Sampang, Pamekasan,
Sumenep

As of mid-year 1982 approximately 5,500 head of cattle had been
distributed in East Java. Each family receives one cow. The cow
will be raised for approximately 10 months with supervision from the
livestock agency. At the end of this period the cow will be sold
with the farmer repaying the original cost and keeping 70 percent of
the profits. The other 30 percent reverts to the government and is
used to expand the program in the same arsa. The oprocedure will then
be repeatec a second year with the saze £amily. The project also
assists in developing livestock feed znd better livestock health care.

Gross revenues per head average US360 with 70 percent of that amount
or US$42 accruing to the farmer per season. Daily labor wages in
this part of East Java range from T580.72 to US$1.45. The additional

income from this cattle project is significant since most other rural
employment is very seasonal.

Project: Duck Production

Location: South Kalimantan, Rabupazens Zulzi Sungai Tengah

In this project ecach participant rec21ves 50 4-month old ducks to
raise for egg and meat production. The farmer provides a simple
shelter, minimal labor inputs and fesi. Trhz Indonesian Government
provides extension and health servizzs. wizhin two years 66 ducks
must be returned for redistribution {inzluded 1/3 interest on the
original flock granted). About 15 ducks are repaid by thne

participant every six months.

£ age on an 8 month
t Each duck lays

production scheaule followed by a 40 .
USS$80 per month

é
20 eggs per month which produces a gro
for 50 ducks. A 19 mornth production cvy es returns and
gives a net profit of US$875 recipient/ cle, or $550/year
on the flock, an 146% return less minimal labor coe:zs cver the
cycle. New stock are produced from the fiock kept to start the

production cycle avain.
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Project: Goat Production

Location: South Kalimantan, Kabupaten Hulu Sungai Tengah

This project distributes 5 breeding goats (a male and 4 females) to
50 participants. The farmer provides a simple stable, labor and
feed. The Government of Indonesia provides technical assistance and
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health care. At the end of two years the farmer will return 5 goats
of the same age. No interest is charged for the project's provided
inputs as this project attempts to reach the poorest villagers. An
actual mortality rate of 4% and a 90 percent birthrate has been
experienced in the project to date. The original herd size increased
by 102 head .by the end of the project. This has produced a return of
US$74 per farmer per year when the additional stock was sold at the
end of the production cycle. At the end of that cycle the farmer has
a production herd of one male and four females worth US$362 plus two
head that he would probably sell. If he continues the production
cycle with these five goats, the farmer can produce 3.5 goats every
six months giving revenues of US$500 per vear.



ANNEX L
Criteria for review of MPS, AOP, and DUPs

Assessment of the MPS
The MPS should contain the following:

1. An analysis of area needs and development opportunities derived from
reasonable data base which is within the competence and capacity of the
BAPPEDA. Whether or not this is done by the BAFPPEDA Tk. I or Tk. II will
depend on the level of institutional development in each province;

2. A clear statement of program goals and of the program areas (e.g.,
livestock, fisheries, credit, etc.) in which 2DP investments will be made
in the context of the analysis of area needs and opportunities and
justified by that analysis. This statement should include expected
achievements after the program is completed and also how these
achievements are to be measured to determine the success or failure of
the program; ' -

3. A clear presentation of strategy for achieving program goals for each
program area and for the PDP program as a whole in each province or
district. This should include the following elements:

a statement of the decentralization strategy of the province;

w

- a statement of expected geographic focus;
- an identification of the major program areat; and a strategy for
undertaking these programs, including the time frame for the

activities;

- an identification of institutional development needs for program
implementation and a training strategy or other means to meet
those needs;

- an identification of implementing agencies and the support
reguired from provincial or other agencies to implement the
program;

- an indication of the level of resources reguired over the life of
each program; and

- a specification of the evaluation strategy and criteria for each
program area.

Each element of the strategy statement should provide a justification of
the judgments made, including the lessons which have been learned from
previous experience (both from PDP and other programs) along with
relevant supporting data;
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4. Evidence that PDP goals and strategies have been developed in

coordination with other non-PDP prodrams;

5. Evidence that goals and strategies systematically incorporate inputs
from lower level agencies and efforts to enhante gopular participation.

b. Assessment of of the AOP
The AOP should contain the following:

1. A discussion showing how the AOP is derived from and is consistent
with the MPS;

2. Evidence that specific planned activities are based on learning from
previous experience, showing a link between previous monitoring and
evaluation and currently planned activities;

3. An identification of program areas in each district showing

- the goals and purposes;

- the component activities proposed;

- the technical agencies involved and mechanism for coordination and
management;

- the time frame for implementation;

- the indicative budget; and

- the identification of target population, by area and by other
relevant criteria;

4. Specification coordination with other non-PDP programs;

5. Specification of monitoring and evaluation plan (and criteria) for
each program in each district;

6. Evicence of bottom-up planning and participation by rural people in
planning and implementation.

c. Criteria for assessment of DUPs

All DUPs should contain the following:
1. A description of the project proposed including

a statement of the goal of the broader program of which the DUP is
a part;

- required inputs;

budget;

%b
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- time frame and implementation plan;
- expected outputs and indicators of achievement;

-~ mechanism for coordination and an indication of the points at
which this activity rely on or affect other development activities;

- implementating agencies and responsible individuals:

- relation to AOP and to other related activities, in the AOP but
not included in the DUP.

2. Specification of target population: who; where; how identified; why;
3. Reference to lessons learned from past experience;

4. Relationship with other non-PDP programs;

S. Monitoring and evaluation plan including criteria; and

6. Nature of project (i.e., experimental, demonstration, filler, add-on,
expansion) .

In addition, further information will he required depending on whether the
project proposed is an experimental project; a cdemonstration project, an
expansion project (spreading a proven PDP approach to a new Areas); a
filler project (providing resources to £ill gaps in existing programs); an
aditive project (providing resources to expand existing sectoral projects.)

For experimental DUPs (percobaan) the followinc will be reqguired:

l. Purpose Statement: What is the purpose of the experiment?

2. Clarifying gquestions:
- What is the hypothesis being tested?
- Why is the experiment considered important?
- What follow-on is expected if the experiment is successful?

For demonstration DUPs (percontohan) the following infecrmation will be
reguired:

1. Purpose Statement: What is the purpose of the demonstration project?
2. Clarifying guestions:

~ - Wnat technology will be the subject of the demonstration?

- Has the technology already been tested by a research organization
or government agency in the province or elsewhere?
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Will the demonstration be carried out in conjunction with the
research institution or agency that developed or tested the
technology?

How will the officials, farmers, or artisans responsible for
carrying out the demonstration pbe trained in the application of
the technology to be demonstrated?

-

For expansion DUPs (penyebaran) the following information will be required:

1. Purpose statement: What is the purpose of the expansion project?
2. Clarifying guestions:

- Has the technology been properly adapted to local conditions
through field experiments and demonstrations? Wwhat have been the
results of the experiments or demonstrations which warrant the use
of additional funds for this expansion? :

For filler DUPs (perlengkapan) the following inrormation will be reguired:

1. Purpose statement: What is the purpose of this filler project?
2. Clarifying questions:

- Wnat gap in the national, provincial, district or village level
program is to be filled by this project?

- Why can't existing programs fill this gap through their own
resources {(manpower, Dolicy or fundéing constraints)?

- Is the .agency responsible for tre mzin program prepared to manage
the inputs to be provided by PDP? or will management be vested
with some other institution?

- Can the main program or institution assume funding
responsibilities for the gap filling activities financed by PDP
when those activities are operational? If not, how will those
activities be sustained?

For additive DUPs (pertambahan) , the following information will be
.required:

1. Purpose statement: Wnat is the purpose of this additive project?
2. Clarifying gquestions:

- What national or regional program is being added on to by this
activity?

-  Why does this additive represent a productive strategy for the use
of pDP funds?



ANNEX 1
MEMORANDUM

Date e
From : enjzrln B. Hawley,

Subject : Request for approval of non-competitive amendment to
contract AID-497-79-100{ 37\ with Pacific Architects and
Engineers/Resources Management International, Inc.
(PAE/RMI) for PDP IIA

To H

The Missjon No'-Competitive Raview Panel
th;}niéaa
Through : Mr. Robert T. Dakan, Chief, RD/ISLE

Problem: The approval of the Mission Non-Comps+itive Raview Panel is
required to amend the present contract with PAS/RMI for continued
technical assistance to the Government of Indonesia (GOI). Tne panel has
this authority per AID PR 7-3.101-50(c). This waiver is based on B
ARID PR 7-3.101-50(L)(3) and (5), whiech 2llows & waiver wnen: 1) the
Contractor has predominant capability or, 2) =ha contract is a
continuation of existing services.

Discussion: The following discussion zZzeviifas z=wrant contract
information and cbjectives, present pcsiciocns funded by the contract,

proposed positions, anc a justification for Zcozo-ccapetitive selecction,

I. Current Contract Data:

Project Title: Provinzial irea Devalopment Program
IIx (427-0279)

Present PACD December 1, 1883

Present Ievel cf rtunding: £3,7¢%,312

Source: Pacific 2rcghitects and
Engineers /nesources Management
Intesnational, Inz. (PAES/RMI)

Contract Number: AID-457-79-100. 37

Date Signed: June 286, 1579

Present Expiration Date: January 30, 1984

P“opo=ed Expiration Date: Decemt2r 31, 19806

Proposed Ahdditional Rinding: Approximately £2.6 million,

composad of grant and loan

Mew level of Rinding: Approximately $6.3 million

Best Available Docume,pi. | %q)
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The key consultants provided to PDP II by PAE/RMI are planning and
management advisors who have worked in their respective provinces for at
least 18 to 24 months, assisting provinces in developing planning systems
which take advantage of the decentralized funding and authority provided
to local govermments under PDP and in designing programs which will have
an impact on rural people in the participating provinces and which
involve those people in the process of planning and implementation.

These consultants are also working on management systems which make local
governments more efficient and more responsive to the people of the
region. PAE/RML, therefore, has been part of the process of developing
the planning systems being made official in the new instructions and
policy guidance; their consultants are ideally suited to carry on this
work to operationalize the systems contained iIn these instructions and
designed under the earlier phase of PD?. 2nv E&isruption in these
services, either a break in servicss at tima when the process of
introducing the revised systems is undarway, or new, inexperienced
consultants replacing current experisnzs< coes, would jeopardize the
quality of the implementation.
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experienced advisors at a cru
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members of the counterpaxzt agen
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could be found to take the responsibility of providing technical
assistance to Bengkulu. . :

In South Kalimantan, 2 consultant is advising in both agriculture and
planning and management. Through his involvement with his counterparts,
he has been able to provide support to new curricula and research work at
+he only swampland research station in Indonesia and to introduce new
management systems where there had hitherto been little. He has been
able to help the rural credit system begin operhtion after an extended
series cf delays; his knowledge of this systenr, its mznagement needs, and
research needs of the PDP program in South Kalimantan would not be easily
replaced.

1

In NTT the planning consultant bas b2an ingzrumental in improving a
-ystem which links implementation witn tne planning system.

monitoring
best in the PDP

Initially, the level of planning In KTT w25
provinces; the impact of the programs Wwas co 2
by weak implementation and a rudimen-ary moni i
to inform planners of the outcome of +nmair planni
~a zXO

i
[¢]
o]
n
(t
. b
(D

ng svstem which failed
ng. Thase accomplish-
[=3

ments plus a remote post ané even more ITeISt croject sites {12 hours by
boat) make NTT a difficult post, and one no= 2asily filled. This
consultant's predecessor wWas evaguazed prisr to the end of nhin contract
because of the difficult conditicas.

The Chief of Party for DPAT/AMI is also .2 «raining advisor. EHe has been
able *o develop relationships witzin 23F's zgumterpart agsncy in Jakarta
havond the édirectorate rasponsibls Iz Fo2, with particular reference to
manpower and +raining nesds in the otner Zirectorates. (Support to the
entire Directorate Ganeral is one purpcse of =oP.) ‘This consultant could
play an important part in the 202 I ay=ension which crovides funds for
long-term training for up to 20 GOX ~=2i=:alg, some of whom will come
f-om PDP's directorate general. This coasulrant has continuing contacts
with Gadiah Mada University, where he wo-ked formerly as a professor, and
with Harvard and MIT among other US univezsities. He was responsible for
+ne only long-term training done under 21?2 IT wo Gate, a GOI oifficial
from Soutzn Kalimantan who s=udied at Syracuse University IZor two years
and who is now in South Xalimanzan working o2& =D>?.

Tqese relationships have bean and can be built only over a
- 'y ¥

oy~
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~ime. I£ this sachnical assistance odnTIac- w

s

consultants replaced, shere would de a delay of six months to a year

wnile new consultants establish these relationsnips. These consultants
+y consultants

are gcod examples of RMI's ability to atczract hign-guali
and of the great difficulty of anctaer Zimm's
recruit consultants of comparablie abilizy andé experien
be a compstitive selection for ths ex=ension of PP II ~echnical
assiscance.

+his stage would be

4, Comp ~ijye selection for a naw contract at
knowledge of the complex

eti
ineffective. PRE/RMI has developad an intimacte
GOI systenm of local governments, «ne planning and budgeting systems, and
policies from both the center and local governments on which planning and

<
v


http:tr-ir.ng

Lo
\

-11-

implementation of development programs are based. PAE/RMI's consiltants
have developed close working relatiocaships with their counterparts and
have demonstrated their  ability to perform. PAE/RMI has demonstrated an
ability to identify and recruit candidates for these positions and then
to support them in the field such that they are able to contribute
substantially to the PDP program as outlined above. It is unlikely that
any cther firm could effectively compete against PAE/RMI's accumulated
experience in Indonesia on this project and its detailed knowledge of the
GCT and the program. Pursuant to AID PR 7-3.101-50(b) (3) ,
non-~ompetitive procurement for technical services regquired by the PDP II
amendment is permitted as "contracts for wnich one source is considered
to h“ave exclusive or predominant capability Dby reason of experience,
specified facilities or +technical compatence to periorn the work within
the c.ae required and at reasonadle przizes.”

Reco.-zndation: Tnat the Non-Compstitive Raeview Panel approve this
requas- for non-competitive procuremeznt of continued tecanical asistance

unce - e existing contract.

ML
Aczwovai: /Q;éng%:ﬁ/buvfﬁﬁﬁL—v

=aBext C. Simpson, ‘€hairman
£ +he Non-Competitive

iaw Board

Daze: 1@ ..((‘ML"- {ﬁ Q 3

Approved /Disapproved:

RLA: LChiles, | L
AGR: WTappan, LAl
FIN:RMoClure, V2 B8l e/ 2iit/E idESYE
SRO:J3perling, S5

Clesarance:ERO:D2vinakis, draft
Distr.: RLA, O, AGR, FEIN, TRO, &,DD, RD, RD/IGIE, car~2

BH:ss

)}



Summary of Current and P

‘oposed Positions on the PAF/RMI Contract for PDP IIA

Current Contract

Proposed Contract Extension

|
Location Position Status | Tocation Cnsition Status
- I - -
|
Jakarta Chief of Party Fi.lled | Jakarta Chicf of Party Incumbent to be extended
East Java Planner Vacant | East Java Planner To be recruited .
Credit Vacant | Reqlonal Credit Posiition to remain vacant
Agriculture New poaltion | (Bask Java) Qgrfcu]tnru To be recruited
Livestock Vacanl l Livestock To be recruited
S. Kalimantan Planner Filled | 8. Kalimantan Planner Incumbent to be extended
- Agriculture Vacant i Agrienlture Position to remain vacant
NTT Planner Filled | Nrp Flanner Incumbent to be extended
.. Agriculture Vacant i Agriculture To be recruited
-~ ¥ T
Bengkulu Planner Vacant | Bengkulu Short-term ce- Position to remain vacant
| cruited as required
Agriculture Vacant | Position to remain vacant

b



MEMORANDUM

Date : 3
O *
From : '8/ Hawley, RD/JGLE
Subject : Requ¥st for approval o non-competitive amendment to
contract AID-4970276~C~00-1010 with Resources Management
International, Inc. (RMI) for PDP IIB
To : The Missipn Non-Competitive Review Panel
W,
Tnrough : Mr. Robetrt T. Dakan, Chief, RD/IGLE

Probism: Tne approval of the Mission Non~-Campetitive Review Panel is
required to amend the present contract with RMI Zfor centinued technical
assistance o the Government of Indonesia (GOI). The panel has this
authority per AID PR 7-3.101-30(c). %his waiver is based on

ATD DR 7-3.101-50(b) (3) and (5), whic: ows 2 walver when: 1) the
Contractor has predominant cana:-l:: , 2) +the contract is a

con-inuation of existing services.

g ()
(8]

ent contrac:
d bv +he contract,
petitive selection.

Discussion: The. following discussion
information and objectives, present =T =
proposed positions, and a justification ZIo- non-com

I. Curren: Contract Datza:

Project Title Seguin

Present PACD Decaxbar 1,1989
prosent level of Funding §2,414,€25
Source Rasourses Meanagemen: International,

Inc. (R¥I)

Contract HNo. | 2ID-427-027€~C~-00-1010
Date Signed June 26, 1981

Present Ixpiration Daze September 30, 1984
Proposed Expiraition Date Decexber 31, 1983

royima<aly $2.7 million,
Do*a‘ of grant and loan

liew Level of Funding Aoproximately $6.1 million

Besf Available Document

bf\\



II. Procurement History:

The Contrécting Officer was requested by the Rural Development Office to
procure technical services through the competitive bidding process for -
PDP II phase B. Proposals from four firms, Development Alternatives,
Inc., Checchi-sGV, C.V. Riama,Jr., and Resources Management
International, Inc., were evaluated by a panel. The panel ranked RMI as
the most gualified firm of the four which presented proposals. Out of a
possible 100 points, RML séored 79.5, and the second ranked firm was
scored substantially lower at 69. It was noted by the panel that RMI's
proposal reflected much better understanding and insight into the PDP
project. Negotiations were held with RMYI, a2nd on December 23, 1980, a
contract procuring RMI's services was signed (contrac:t ATD-457-0276-C-00-1010).

III. Current C.uiract Objectives:

"The primary objective of £me “eshnizal adTiszory services 1s to provide advice
and assistance to local goveraments witiirs <he PDP II3 provinces of West Java
and Nusa Tenggara Barat (NTB) to izprove =neir overall rural develdpment
planuing and implementation capabilizies in general and within the respective
provincial frameworks noted above in sartizua L sscondary objective is to
acdvise and assist the central governmanc ing zgenciass with the
Drovinsial Rrea Development Progra=. It rechnical advisory services
~ne contractor will do its uzmost T2 =5F chievemaent of the cbhjective
of increasing the incomes of the rural = +he participating srovincas

and target areas.

IV. Current Contragt Positions anid Szczas ©

The objectives above are Ddeing accemplisghed throucgh the sarvices of the
following long-term consultants. Tn assi—ipn —oO their raspective areas of
local responsibility the long-teIn a2visers Srovide mors general agvice and
assistance including but not limized <o overall program oxrganization, planning
and aéminiscration; coordination with other GOI implementing agencies at all
1evels; staff training; and program 2rogress monitoring, review, and control
orocadures. Thess long-temm advisors also provide shert-tem assistance to
other =DP provinces as needed and cezveszed, A summary oI +hase currsnt and
proposed positions 1s inzladed on sz2ge 11 of this dociment,
1. Iocacioan: Wast Java
a. Position: RD Planning/lManagsmenk rivisor
Scope of Worn: Advises and assists in detailed planning,
orograr.s. 7, implementation and managament of PDP subprojects sucn as
orovigicn 23 agriculcural inputs, pnysical infrastsucturs, credit
prograns, «oop development, processing and marketing, and analysis of
government pelicyi dezailed planning; programming, implementation and
manacement of rural, non-agriculzural emzerprise sibprojects;
implementation of agricultural research 2nd extension; strengtnens
provincial and lower~-level govermment capabilities In zéxministration
and plannaing; nelp To 52T ud organizaticnal, adminis=rative and
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financial operational procedures and mechanisms for all governmental
levels in coordination with the provincial level Planning Board.

b. Position: Credit Advisor

Scope of Vork: Assists PDP provinces in developing rural credit

programs and other financial services; provides linkage between PDP
programs and other programs which can benefit from PDP experience;
advises provincial; and subprovincial agencies on issues and policies
relating to credit and financial institutions as well as issues of
management, structure and operation of local financial institutions;
advises and assists PDP planners in implementation of PDP programs in
terms of credit policy and management to ensure coordination and
direction for PDP programs. '

c. Position: Agronomic Mixed Fzming Multirle Cropping/Extension
Specialist
Scope of Work: . Assists with detailed planning and programming for

farming and managing PDP extensiocn research staticas and for
ivizies of these stations;
& service programs in

» .

appropriate researcn and extansica ac
provides technical guidance to =2xtT

N
collaboration with stations in the targat areas; crovides tecnnical
guidance on establisnment of agzicultuzzl support facilities and
agricultural adaptation in varicus ssslizgzical zones of the PDP target

the province, as related to the prograz=; g2n

Planning Board, as regues:ted.

~—
areas; :technical guidance on asrigulctuoral rese
g

4., DPosition: Da =

.Scope of Work: Bssists with éetailed planning and programming for
“ne design of a coordinatad training program for lecal government
officials and for £field workers from aporosriate covernment agencies;
provides technical guidance in training methodologiass and systems for
coordinating, monitoring and evaluzting <the impact of procram
activities; general assistance to the Planning Soard for training,
non-formal educetion, and communicy metivation, as racuested.

Iocaxion: RT=2

a. Position: RD PlanningManagement Advisor

Scope of Wwork: Aszists in detailed »lanning, projsct design,
implementaticn, management, wonizcrzing and svaluation of 2DP
subprojects: setting up and operating aiministrative, financial
mechanisms for PDP programs at all levels; identiifying constraints in
planning and managem2nt of prog-am activi<ties and seeking solutions;
assisting Planning Boards, as reguas:ed,
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b. Position: Agrohomic Research/Extension Specialist

Scope of Work: Assists with detailed planning and programming for
development of diversified farming systems; strengthening existing
extension services and field trials to develop appropriate farming
systems’; technical guidance to the extension system, in coordination
with area stations; general assistance to the Planning Boards, as

requested.

c. Position: Rural Industries/Vocational Training Advisor
Scope of Work: Assists local governments in assessments identifying

feasible income-generating, off-farm, productive activities and
devising implementation plans; assassing opportunities for training
leadinc directly to income—generating exployment; s~rengthening the
training program/institutions a< apzropriate levels to promote PDP
activities; improving; admipistraticn, the guantity and guality of
technical services provided to rural lavel entrepreneurs;
identifying, planning, implemanting, monitoring and evaluating pilot
projects to promote rural i.dust:y/éiplsyment expansion; improving
rural credit systems Zfor rural dustoYy.

Short-term technical services crovide consu n
figneries, livestock, agriculture, s==211 % s
devalopment planning, appropriate T2ITmIiOTY ruzal ii
social science evaluation. Szor:t-zs== secvices average 2 to 4 months

in duraticn.

proposed Contract Positions and Sco22s © o

The same technical services as ar
be reguired under the PDP II amen
majority of RMI's consultants work
remain working cn the PDP project if the contrac

-n

rrrantiv 2eing provided by RMI will
an=icipated that the
resent contract will
is extended within a
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1. Iocation: Jakarta
a. Position: Chief of rarty
Scope of Work: Provides logistical and aéministrztive support for
21l consultants, inecluding mobiliza=ion and demobilization; acts as
primary contact between the irm and USRID; provides substantive
support to consultants in terms of cuidance on jod 4 i

o a o)
problams with counterparts, informaticn ancut and explanations of
fixm, USAID, and GOI policy.

b, Position: Training Advisor

Szepe of Work: Advises all PD? provinces cn matterss relating to
trzining, training resources and szrategies, curricula, materials,
te ~aparas training courses and

aching, and training tacnnigues; prep

ains —rainars Lo Dbrepare all levels of government staff for

pl 2 works clossly with Chief of
£ a

ementing PDP and FDP-iype activ
ining programs;

rarty and all PDP advisors to coord

b -
2ot n
’_‘.



assists with introducing and implementing the revised planning,
information and management systems.

c. Position: ; Credit and Credit Policy Advisor

Scépe of work:  Works with central GOI agencies on appropriate

credit policies and practices in PDP as well as non-PDP programs
wnich are relevant to PDP; advises provincial and subprovincial level
agencies on management structure and operation of local financial
institutions so that they can become self-financing operations;
assists central level agencies in supporting provincial and
sub-provincial level agencies with appropriate policies and quidance;
advises and assists USAID and 2DP advisors in implementing their
respective responsibilities in terms of credit and financial policy
for PDP programs; provides guidance to USAID, GOI and PD? consultants
on monitoring, reporting anéd inspection procedures for credit
prograns.

d. ©Position: Credit
Scope of Work: Assists ping credit and

2DP provinces in develo
financial sarvices; provides linkage between PDP programs and other
programs which can benefit Zrom 20? experience; advises provincial
and subprovincial level acgen issues and policies ralatlng to
credit and financial institu
structure and operation of 1
assists PDP planners in i=zpl
credit policy and managemant
PD>? programs.

ograms in terms of

1 instltutlons; adv15es and
D or
=0 az=sure cooxdination znd direction for

cation: west cava
a. Position: RD PlanningManacement Advisor
Scope of Work: Responsible for introducing and implementing revised
planning, information and management systems in provincial and

Q

5.
it

subprovinzsial level governments; cooriinates h othar GOI agencies;
assists in strengthening govarnment n’ann‘ng, m>nag°1ﬂﬁt, research
and evaluation capabilitiss; advises and assists in daveloping and
managing PDP subprojects such as inIrastructure, credit programs,
coop development, srocessing marketing, and azzlvsis of govexrament
policy; detailad planning and implementation of rural, oif-farm
enterprises; provides guidance on agricultural research and
extensicn; cocrdinates witn provincial level Planning Board, as well
as regional and central PD? advisors.

f-

b. Position: Credit advisor
Scope of Work: kssigtcs PDP a*ov‘nc=s in developing credit and

financial services; provides linkaga Detween PDP programs and other
programs whicrh can benefit from 22?2 nxoe*ienﬂ ; advises provincial
and subprovincial levzl agancies on issues and policiss relating to
credit and financial institutions as we2ll as issues of management,
structure and operation of local financial institutions; advises and
assists PDP planners in implementation of PDP programs in terms of
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credit policy and management to ensure coordination and direction for -
PDP programs.

c. Position Agriculture Advisor

Scope of Work: Assists in detailed planning and

management of PDP extension research stations and appropriate
extension activities of these stations; technical gquidance on
extension services; technical guidance on establishing agricultural
support facilities and .adaptations to various ecological zones of the
PDP target areas; technical guidance on agricultural research and
training in the province, as related to the prograz; coordinates with
regional and central PDP advisors as needed; assists with
introduction and implementation of the ravised planning, information
and management systems.

wrea

Iocation: Nusa Tenggzra 3arat (¥T3)
a. Position: RD Planning/Management Advisor

Scope of Work: Respon

sible for advising on the implementation of

the revised planning inio z assists in
strengthening the local gov
planning, project design, mana
problems and constraints in Drolect
sesks solutions; assists provincial
encourages support facilities/subz
handicrafts, cr=dit systems, COCTD
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Scope of Work: Assists in introducing and implementing ravised

planning, information and management SysTtexs; &5S1sts local
governnents and helps to trzin project welated stail in identifying
feasible employment genera:=ing activi=ies; s=rangihening the training
prograns and institution = azsropriatze levels to promoze ?D?P
activities; identifies =t < i directly lead to
income—generating activi ¥
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ova organization
and management of techn 1 entrepreneurs;
identifying pilot proje ry development;
coordinating with PDP regional «raining and ng advisors.
erm tecnnical services will continue to assist the Directorate~
egional Develozmant (Bangda) and the prsvinces in various

PP L~

-c titive
assistance to PDP IIB provinc

o

r coa=inued technical

extension of c $
2 s justified on the following grounds:

“n
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1. ©Pursuant to AID PR 7-3.101 50(Db)(5), non-competitive procurement of
technical services is justified as "amendments to contracts which
provide for continuation of activities designed to meet the same
goals originally established in the contract.”

Using experience gained. under the project as a guide, improved program

and project planning processes are being introduced into the current GOI

budget and planning system. The additional technical services and the
activities to be carried out under the contract amendment will continue
to carry out the original contract's objectives of providing "advice and
assistance to local governments within the PDP IIB provinces to improve
their overall rural development planning and implementation

capabilities." Tne major purpose of the technical assistance under the
proposed contract extension remains tha same as that in the original
contract,

2. Any disruption in the technical services bs 2ing provided by the
present consultants in planning and managesment will have a serious
negative impact on the program and its n_lementahlon.

In March 1583 the GOI issued the Zirst in a series of instructions and
policy guidance for PDP I and II which sezs zhe course for the remaining
six years of the progra:n. The newly ;ssuai izstruccions on the revised
planning system call for a r°VlSﬂd annzal pla2n and improved project
proposals for PDP to be submitt=ad in Juze and July 1983, Further
instructions to be issued by Jlly 1923 will c2ll for a muliti-vear plan
for DPDP rfuniing, a2 new 2lement in che planning srsteh o be submitted by
December 1283, This mulii-year plan and the exntire planning system will
e the basis for all planning and prograz éesign for the remainder of
PDP. By December 1983 the GOI will also bagia work on monitoring and
evaluation systems which will be made cZIZizial in the instructions and
policy guidance to be issued in June 1584, Taase instructions similarly
will set the course for monitoring and avaluation for :hz remainder of
PDP and are being introduced to improve the managemen xs of loca
governments and to increase the impact of PDP on es.

Implementing the revised planning systems has already bscu
and the provinces, and the GOI could not consider delaving
development and implementation of “hese systems since zhis
£ied Lo the Indonessian fiscal year, and t e instructions a
izsued. The svstems are alreacdy deing mplement-ed with assistance from
a planning and manzgement advisor in the counterparts office in Jakarta
and similar advisors in two PDP I provinces througn a firm other than
RMI. All planning consultanis have been involved in ih2 work of
reviewing the goals and purposes of PD? and revising +the oplanning system,
se which culminated in +he Mission's submitting the PDP II
aper Amendmsnt to AID/W in April 19€3.
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an avaere

e key consultancs provided to PDP I
and =raining advisors who have worked
at leas: 24 months, assisting provinc
wnich take advantage of Lhe 'decentral

iz by ax_ are planning/ managsment
provinces for
systems
y provided
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to local goveraments undex PDP and in designing programs which will have
an impact on rural people in the participating provinces and which
involve those people in the process of planning and implementation.

These consultants are also working on management systems which make local
governments more efficient and more responsive to the people of the
region. RMI, therefore, has been part of the process of developing the
planning systems being made official in the new instructions and policy
guidance; their consultants are ideally suited to carry on this work to
operationalize the systems contained in these instructions and designed
under the earlier phase of PDP. Any disruption in these services, either
a break in services at a time when the process of introducing the revised
systems is underway, OIr nev, inexperienced consultants replacing current
experienced ones, would jeopardize the quality of the implementation.

3. A change in technical assistance at this time wonld seriously
jeopardize accomplishing the project's purpose DY removing key
experienced advisors at a c-tcial point in implementation.

Implementation of tihese revised systems is dependent on experienced and
well gualified support from consultants who ara established, working
members of the counterpart agenciec aad who zve trusted by their )
counterparts. Implementing the rev nning systems, as well as
mznagement and information systens, is an ivizy in which cquality is
tnguantifiable and is attainable oaly oy imputms over extended periods o.
time by experienced individuals who have sTIong working lationships
with their counterparts and intimate xnowiedge local government
system. The GOI's systems cf loczal govarmzme complex and vary ZIrom
province to province. PDP covers a fors in agriculture and
mall industry as well as rural se3is waizh involves sectoral agencies,
provincial banking systen, sma cosserzoive svs-em, and the governor's
iavolves local
, and subdistrict), and
=u=ss and agencies.
ing Boards, tne.PDP
s, crarazions and
he counterparcts involved.
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a. a full-time training consultant who is worxing on =raining
courses “nhrough which to tesach the plarnning and management
systems (and later +ne monitzoring and evaluation sys<ems) to
central and local government agencies in the eight PDP provinces
as well as desvelcping community development training courses
which can be used by local govermments to organize village-level
orzanizations as part of the botto:-up‘planning process mandated
bv the GOI for all regional plaaning. T o

a series of
s now tO prepare
1 is in

two years on PDP? at the @istrict levsl and b
village-level training courses of the ty ;
zor the sight provinces. His own 2
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0
=
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non-formal education and already has five years experience in
Indonesia and eight in Asia. His relationships with counterparts
are smooth and productive, and his knowledge of the government
and the country extensive. He would be difficult to replace.

.
.

a senior credit advisor. This consultant has worked with PDP for
four years and with PDP's Ministry of Home Affairs for fourteen
years. He helped establish the INPRES program in 19869, the
program of which PDP is the most recent elaboration. His
contacts with the-National Planning Agency and the Ministry of
Finance are extensive and effective. Haz has been able to
persuade the GOI to make significant changes in policy regarding
rural credit (in particular, interest rates which cover costs of
lending and village-level offices to naximize access of rural
people to credit) and to provide significant inputs to GOI
funding beyond PDP to credit prograns devealoped under PDP ($3
million to the Central Java credit program).

A credit advisor to be assigned o Jakarta who was responsible

for PDP credit programs in Zast Java for more than two years. He
established a credit system using the new policies set by the
center under PDP and based on “ne covernment-mandated cooperative .
system. Most othner credit systecs basad on cooparatives charge
+00 low interest rates to cover costs and are relatively
inaccessible to rural peopla. The T3P system has dexonsirated a
workable, self-supporting svstem which has attracted an

adalt10131 $ 3.0 million Zrom outside 2D2. Tais consul*ant used
+this experience and has develcpad = aci

monitoring systems whicn allow nigb

credit units <o be managed and o2
a2llow province-level banks <o ZIov
support to the small units. ZHe is
consultanu'worklng on the RID Ifunde
Development Program; this ““O]ect s
under the supervision of the provinc
Planning Boards which are also r e PDP in wWast Java.
Tais linkage berween projects is important to USRID and the GOI
in ensuring coordina ed implementation.

efficz_ £ly and which
32 supervision and banking
former colleague of a credit

D:
Q‘W
(@)

1iso under this contract extension, RAMI would coatinue the sarvicas of
four other constltants now on contrast, Among the four are tne following:

d.

an agriculture/planning coasultant wno has worked on PDP in
3engkulu for 18 months. This consultant has extensive experience
in Indonesia, beginning as a plantation manager in morthern
Sumatra and has done doctoral work in rural sociology at

Cornell. He was able £o establish some Dbasic adminis:irative
routines in <he weakest PDP provincial Planning Board where

virtually no systems nad existed bsfore and has brougnt about
graat improvements in the guality of planning and implementation.
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Through his persuasion, the Planning Board undertook the first
real redelegation of funding and authority to district level
Planning Boards, a specific policy goal of PDP; the district
boards are now undertaking village-level community development
training as the first exercise in bottom-up planning in the
province. Bengkulu is such a difficult province that no
long-teim consultant will be assigned there during the PDP II
extension; even RMI could not find another consultant who would
be able to establish himself there. The present consultant will
be assigned to another PDP II province on the understanding that
part of his time will be spent in Bengkulu providing continuing
short-term assistance.

e. a planning consultant in Vest Java. Ee has worked in ¥West Java
for two and a half years and, making productive use of a
doctorate in management from the Asian Institute of Management in
the Philipines, has bssn able to bring greater coordination and
management supervision to the work of the province—level Planning
Board than existed previously. The wvarious offices of the Board
were not disposed to coordinate, ner was thexe a means of
coordinating the offices other than by the Board chairman
himself. The Governor's demands on the Chaiman's time were
great, and the offices went uncoordinated. Tarough this
consultant's persuasion, the Boazd zas recruited a vice chairman
and an aduinistrator to prcvide the iz al coordination needed
in the Chairman's absence. Having begun in PDP with no
Indonesian experience, %his consulzant is now fluent in
Indonesian and comfortadle in his working relationsnips in the

1o
]

province.

ag an impressive
ol) and an

roached several
o
n

£. a small industry consultan=. This i
academic background {(OxZord, Harvard
ex-ensive list of publications. He has been ag
times during his vear with PDP? by the World 3an
~nem on secundment from nis present position. He
strong support to his province's small industries program, a top
priority with the Chairman of the Planning Board. He nas led

stuly tours of officials through the Java pfovinces and assisted

» work with
as provided

those officials in developing contacts with private sector
entrepreneurs in these provinces and 321i as part of a marketing
network for goods produced in the province. Tris consultant has
also bacome fluant in Indonesian and is well raspected in the

province.
4. Competitive selection for a new contract at this stage would be
inaZffective.

RII has devaloped an intimate knowledge of =ne complex GOI system of
lozal governments, the planning and pudgeting systems, and policies from
bo=n the center and local governmenzs on which planning and
implementaczion of development programs are nased., RMI's coasultants have
developed close working relationships with <neir countarparts and have
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demonstrated their ability to perform. RMI has demonstrated an ability
to identify and recruit candidates for these positions and then to
support them in the field such that they are able to contribute
substantially. to'the PDP program as out;}ned above. It is unlikely that
any other fimm could effectively compete against RMI's accumulated
experience in Indonesia on this project and its detailed knowledge of the
GOI and the program. Pursuant to AID PR 7-3.101-50 (k) (3),
non-competitive procurement for technical services recuired by the PDP II
amendment is permitted as "contracts for which one source is considered
to have exclusive or predominant capability by reason of experience,

" specified facilities or technical competence to perform the work within
the time required and at reasonable prices."

Recommendation: Tnhat the Non-Competitive Review Panel approve this

i
request for non-competitive procurement of continued technical asistance

under the existing contract.

} ._.! -...:.._._..._-_ - . —
/
Approved: KJ\,/L&C&&MM

RoBert C. Simpson, Ghairman
of thne Non-Competitive
Zeview Board

Da%e: 7—{5' ,Luwxé_ /‘7(3

Approved /MDisapproved:

_/ _RLA:Lthiles, 367
Ty
< 4 AGR: Wlappan, \. ‘W

\
FIN:RMcClure, AZid ¢ AL IS
PRO:JSperling, i
/ ~
~learance:PRO:DZrinakis, draft

Distr.: RLA, CM, AGR, FIN, PRO, A/DD, RD, RD/IGLE, C&R-2

Bi:ss
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Summary of Current and Proposed Positions on the RMI Contract for PDP IIB

\
Current Contract

Proposed Contract Extension

Iocation Position

|
Status | Iocation Position Status
I
|
Jakarta " Chief of Party Fllled | Jakarta Chief of Party Incumbent to be extended
Training Position moved | Training Incumbent to be extended
to Jakarta | '
Credit and Credit Policy TFilled | Credit and Credit Policy Incumbent to be extended
| Credit Former PDP IIA credit
| advisor available
Wast Java Planner Filled | West Java Planner Incumbent to be extended
Agriéulture Flllea | - Agriculture Incumbent to be extended
Credit Filled | (Regional) Credit "~ __Incumbent to be extended
N1B . Planner’ Vacant [ N'TB Planner Former incumbent available
Small Industry Filled | Small Industry Incumbent to be extended

40!



