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~ ~~unt I ::~~O I I-----+-----+------+------j'-------
U. PROJECT PURPOSE (muimu", 480 c"-cten) , 

To support the development/expansion of the Institute Management Education 
and Development (LPPM) in order to assist it to address internal 
institutiona] weaknesses so that it can spread its expertise to a greater 
private and i'nst'ittlt'i'aua1l. audience. 
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PRIVATE SEC'IOR ~EMm' DEVELDnENT PROJECT Sll1MARY AND 
AlJ'ItI)RIZATION RECOM-£NDATION MEMO 

Date:	 5-30-84 ~ 
Fr:	 J. Tarter, Project OfficeJ;.-l , 
To :	 W. Fuller, Director 
Sub:	 Private Sector Managemel1t Deve10pnent Project Suomary 

and RecaIJIJendation for Authorizat:ton 

Part I 

A.Smmary 
1. Grantee: Yayasan Pendidikan dan Pembinaan
 
Manajenen (YPR1) or the Foundation for
 
Management Education am Deve10poent. The
 
Foundation is a OOI-recognized non-profit
 
foundation, and the U!oi>aga Pendidikan dan
 
Pembinaan Manajeoen (LPPM) is its operational
 
entity •
 

2. Implementing Entity: LPR-t Private Sector
 
Mmagement Developnent Project Steeri~
 
Comnittee canposed of seven LPPM manbers, one
 
fran each of the five areas of project imp1anentation,
 
the LPlM project coordinator, am the LPR1 managing
 
director; and one AID member, the project officer.
 

3. Grant ~OUlt: $4.0 millioo
 
The USAID contribution is divided as jtollows:
 
1) Overseas and domestic training 2530 (63t)

2) Overseas and domestic technical assistance 925 (23%)
 
3) CoDlllXiities, evaluations aOO contingency 545 (14%)
 

4000 (100%) 

4. Purpose: To support the 
deveiopoent/expansioo of LPFM to assist 
it to address internal institutional weaknesses 
and to spread its strel~ths to a greater 
ind5.vidua1 and institutional audience. 

5. Project Description: 

The project is cauposed of five major
 
ele!lSlts :
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a)	 Strategic Planning Assistance 
'!he project will provide LPlM with 10 person months of 
strategic planning assistance that will be used to 
produce both a t avised institution plan and a revised 
planning process. The assistance WIll be heavily 
weighted in the first two project years (six of the ten 
mnths will be scheduled duril".g this period) and will 
be specifically concentrated on planning reviewsl 
revi.siexu; in the MBA outreach, :consulting and research 
programs of the Institute, and the creation of a 
managE!lJB1t infonnation system to track inputs and 
outputs of the project in the five areas of project 
activit)'. In addition to this product, the assistance 
will provide recommendations for revising the planning 
process itself. 

b)	 Training 
The project will provide M\ training for 32 aId IbD 
training far 10 (18 MA and 6 PhD participants fUIXied by 
AID, 14 M\ aId 4 PhD participants flmded by LPlM) 
members of LPlM I S profess ional staff. Forty-f i ve 
person months of short term trainir,g will be given in 
~luch areas as case writi~, market analysis and small 
business curriculun developnent. In addition, five 
person months of technical assistance will be provided 
to offer two one week seminars per year in LPfM to 
st11.ff members remaining in the Institute. 'Ibese 
semdnars will present current topics and techniques in 
management developnent. In support of project outreach 
activities, 495 person months of training will be given 
by LPIM to individuals fran other management 
developner1t institutes and Indonesian PVOS involved in 
small business developnent activities. 

c)	 Research Assistance 
The project will provide ten person months of technical 
assistance to 121M's research de~tment. The product 
of this activity will be a revised research program 
that focuses its attention on a lo~er range product 
and strategy. The department will be re-planned and 
targetted on the searCh for Indonesian styles of 
management, case materials that support the discovered 
styles and infonnation on small business enterprises in 
Inaooesia. long am short term training will also be 
provided. 
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d)	 <lJtreach Assistance 
The project will assist LPPM in a tri-segment outreach 
program. The first segment, or <lJtreach I, will provide 
training and technical assistance to up to three 
management training institutioos in oraer for them to 
replicate sane of LPIM's short management training 
courses. Biennial surveys will be conducted to 
detennine interest and ability to participate in this 
program--the first has already been conducted, to be 
followed by ones in 1986 and 1988. The second segment, 
or <lJtreach II, will provide training at LPR1 far 
potential trainers of smll business consultants. The 
training will be offered for up to ten Persons per 
year, five from each of t~ selected institutions 
involved in assistance to small and medium sized 
enterpriSEt.s. LPIM will cooduct biennial surveys to 
detennine interest and ability of institutions to 
participate in this program. The first has already 
been conducted; it will be followed by ooe every other 
project year, there~ resulting in a possible total of 
6 institutioos. The third segment, or <lJtreach III, 
will Provide scholarship support far up to ten persons 
per year from Indonesian PVO organizations who wish to 
attend LPIM's three month small business consultant 
developnent course. 

e)	 Consulting Services ~sistance 
Ten ~rson months of technical assistance will be 
Provided to LPHf's consulting services division. The 
object of the assistance is to help the department 
re-define its objectives and strategies so as to 
integrate its activities with the overall direction of 
the Institute. The assistance will be heavily 
concentrated during the first two project years (5 PM 
during the first bA:> years). Short term training and 
study tours of other consulting services agencies will 
also be irxluded. 

6.	 Total Project Costs: $6.4 million, of which 
AID will cootribute $4.0 millioo. 

7.	 &>urce of Funds: FY 84, 85, 86 and 87; FAA Section 105 

8.	 Application: LPIM's request for assistance 
is appended in Annex A. 

9.	 Statutory Cbeclclist: All criteria have been 
met (Annex C). 
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10.	 Environmental Assessment: The project 
meets the requirements for a cat~orical 
exemption from environmental examInation/assessment. 

11.	 Project Comnittee: The Project Comnittee has recoomended 
that the project be authorized. 

12.	 Included in Annex G is a 001 letter from the Tax Department 
of the M[nistry of Finance that certifies YPPM as a tax 
exempt organization. LPIM has been approved by USAID as 
an indigenous Indonesian private voluntary organization 
(See Annex H). 

IJlIM's financial plan, as found in its yearly report, 
indicates that it has sufficient budget to support the 
first project year, and we expect this to continue 
to be the case in success i ve years. (See 
Financial Analysis in Annex F.) 

B. Reccmnendations 

1. The Operational Program Grant 

It is reccmnended that you authorize an Operational Program 
Grant to the Foundation for Management Educatjon and . 
Developnent (YFIM) to finance the foreign excha~e and local 
cut'l:ency costs for the Private Sector Management Developnent 
Project as described below. The proposed grant will not exceed 
$4.0 million, 1.0 million of which will be obligated in FY 84. 
The Project Assistance C<mpletion Date (PACD) will be six years 
from the date of the signi~ of the Operational Program Grant 
Agreement. 

2. YPIM's Contribution 

The total YFm direct contribution is estimated to be $2.4 
million (equivalent in local currency) which is 3rt of total 
project costs. YPP.M will budget these costs over the life of 
the project. 
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BAa<,~OUND ,~ P,ESCRI~IQN 

A. Background 

A major constraint on the ability of the private sector to 
contribute to Indonesia's develcpnent through increased productivity and 
creation of en:ployment op(X?I'tLDities is a lack of trained managers. This 
is apparent in the ratio of managers and supervisors to total workforce 
population. In developed countries such as the UlitEd States, the ratio 
is 15 percent; in countries like South Africa, still undergoi~ 
industrialization, it is six percent. In Indooesia, less than one 
percent of the workforce--saoe 450,000 of 67 million workers--are in 
management or supervisory positions, and about tw-thirds of these 
workers are goverrment employees. 

M:>st Indonesians in management positions in the public and private 
sector have had little opportunity for facnal training. Pre-service 
traini~ is rare arx:I in-service traini~ is limited. A recent 
DlJlti-dooor study*{herl!Bfter referred to as the MIlS) dooe under World 
Bank auspices estimated that five percent of Indooesians in management 
and supervisory positi.ons have access to in-service training canpared 
with 25 percent of wOJ:kers in similar positions in the Ulited States and 
Japan. 

The problem will grow more severe ill the future. The demand for 
additional managers in the private sector alene is growing at an 
estimated five percent per yes:!: requiri~ scme 7,500 new managers 
armually. Indooesia does not yet.. have the capacity to train that nlJlber, 
and the dsnand for pre arx:I in-service trainil~, where it is available, is 
extremely high. Four examples fran the MIlS ~Itu:iy illustrate this point: 

1) two thousand applications were sulmitted for 20 places in a 
management training program at me large Indooesian canpany; 

2) thirty times the ntmber of candidates that could be acccmnodated 
applied for a degree program in management at me lKliversitYi 

3) large ccmpanies because of a lack of adequate management 
training facilities can train only half of those who need it; 

4) ten times the nlliDer of applicants applied for a ten month 
management training course at a private management institute as there 
were places available in 1982. 

The study concludes: " ••• there is significant imbalance between the 
country's potential r~uirements of management education and traini~ and 
the existi~ supply of this service from diverse dcmestic resources. 

* The DIJ1ti-donor stldy of management needs in Indonesia was sponsored by 
the World Bank, USAID, the Ford Foundation, the British Council, UNDP, 
lID and French Aid. A final docllDE!nt is scheduled for June 1984. 
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The causes of Indonesia's lack of management skills are rooted in 
Indonesian history. During an extended period of Dutch colonial rule, 
Indonesian workers provided agricultural labor and unskilled urban labor 
while most positions requiring technical skills, even at relatively la-l 
levels, were filled by Dutch nationals or Chinese imiligrants. Trading, 
including the rice trade and same middle management positions, were the 
province of Chinese entrepreneurs. Education was denied to most 
Indonesians; in fact, the literacy rate on Java is said to have declined 
from 1800 to 1945. Elementary schools were only introduced around the 
end of the 19th century, and by 1940 only 145 persons had ~'raduated from 
the Technische lkJge School Bandung, the country's only institute of 
higher eduClitioo at that tiDE. The University of Indonesia, the nation's 
first university, was not founded until 1952. Thirty years later less 
than 1500 students in buc;iness am econanics graduated yearly from all 
state universities in the country. 

Despite a bleak educational history, Indooesia has seen major gains 
in education since independence, particularly since the establishment of 
the Suharto goverIllEIlt in 1966. The numer of children entering school 
has gram fran 68 percent of the eligible population in 1970 to 90 
percent today. AlnDst double the nUIJber frOl!l the eligible age group 
reach university level today ccmpared with 1970, although the percentage 
remains small--about 3.7 percent. ~st gains, ha-lever, have been 
confined to the elementary and secondary school levels and are only row 
beginning to be felt in the work place. <Ally U percent of the 
industrial workforce has been educated above the elementary school 
level. Fewer than five percent of the civil service have a university 
.degree and only 15 percent of state university faculty have graduate 
degrees. 

Against this lack of skilled manpower, the oil boon and growing 
opportunities in the manufacturing and industrial sectors have stimulated 
an interest in buc;iness am managE!JI!Dt study. The nunber of students 
applying for business courses at universities has increased dranatically 
over the past ten years as has the nunber of state am private 
universities offering business courses. 

Thus there is clearly a growing demand by increasingly qualified 
individuals in the private sector for managEllEllt training, and a growing 
institutional gap in the country's ability to provide it. This demand is 
not limited to the Jakarta area; it is rapidly spreading to the 
provinces, and the ability of management training institutions to address 
the magnitlXie of the problem is quickly diminishing. 

Three sources exist for management training in Indooesia: 
Lmiversities, both public and private, private sector ccmpanies and 
private institutes. Together they are unable to approach the need for 
high quality pre and in-service managEllEllt training. UOOergraduate 
business education is offered at 22 state universities, but the quality 
is poor, and the ratios of both applicatioos to admissioos and entrants 
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to graduates are high. For exanple, out of the 6000 candidates who 
applied for admission to business aOO accounting programs at the 
University of Indonesia in 1981, only 250 qualified. Q.Jt of the 8000 
candidates for the Faculty of Arts and Sciences at Hasanuddin University, 
only 250 qualified for the econcmics program. Of the est:im3ted 3000 
potential business education graduates in the 22 state universities 
offering these prograns in 1980, only 1288 actually graduated. The 
intense pressure for admdssion reflects an awareness of the market demand 
for graduates while the low input/output ratios reflect the extent of 
educational problems. The reasons for these low admdssion and graduation 
rates are primarily educational. Poor preparatory work, especially in 
quantitative methods and mathematics, is reputed to be the prine cause of 
high non-acceptarx:e rates, extended periods of stLdy during degree 
traini~, aOO frequent drop-outs. 

Management developnent for the private sector has been laq~ely left 
in the hands of private business. Scme of the largest canpanies in 
Indonesia offer management training in their own traini~ departoents, 
and may even send top managers overseas for executive develoIJIElt arxl 
degree programs, but IOOSt Indonesian caupanies limit internal training to 
prod~t or process knowledge. In general, learning on-the-job (OJT) is 
the rule. The MDS investigated in-eanpany management training and 
concluded that OJT was not an adequate substitute for management 
education. Several traini~ managers for Indonesian canpanies confided 
to writers of the M>S that although management training is badly needed, 
it is not cost effective to set up in-house management traini~ 
departments. These canpanies are forced to turn to outside training 
organizations to perfonn this service but cannot find organizations 
capable of providing the type and quantity of training needed. 

Three non-profit, private management developnent institutes offer 
quality training in Jakarta. Two of the three, the Prasetya ttJlya 
Management Institute (founded 1981) and the Indonesian Management 
Developnent Institute (to begin 1984) are very new institutions with no 
proven track records. The third, the Institute for Management Education 
and Developoent (or LPFM), is the highest quality private sector 
management traini~ institution in Indonesia and has a proven record of 
17 successful years in management training in Indonesia. (See various 
reports by Willian Schaffer in the project files.) 

LPlM was founded in 1967 with .initia1 furxiing from European 
philanthropies. LPRtt i.s Indonesia's ~ldest private management 
developnent institution. Its orientation differs fran both private and 
public alternatives in that it provides a broad r~e of educational, 
consulting and other services to businesses and views its institutional 
mandate to be national developnent in general aOO management developnent 
in particular. Its professional staff of 62 are all full-time, a growing 
nunber of whcJD have or are in process of aCXluiri~ overseas degrees. 
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It is legally recognized by Indonesian law as the operational entity 
of a non-profit foundation, the Foundation for Management Education 
Developnent. lbn-profit foundations and institutes in Indooesia are tax 
exempt and operate under legal parClIlet&s similar to those for U. S. 
rion-profit organizations. The Foundation is governed by a board of 
trustees canposf:::d of praninent members of the business and academic 
communities who are drawn from different ethnic and religious 
backgrounds. The board is advised by two councils, each composed of four 
members. The SUPervisory Council advises on finance and the Advisory 
Council advises on professional developnent such as course curricullDIl and 
methods of teachi~. 

Major activities of LPPM r~e from l~ term management training to 
consultant services and publishi~. The gx::aduate level ten-mnth 
management training program is open to cailclidates possesl;ing a bacbelor' s 
degree in any area. The demand for this program is substantial: there 
were 1700 applicants for 83 openings in 1983. The program is ccmposed of 
eight modules that combine financial skills with management case studies, 
an orientation period, intensive English language training and a three 
mnth supervised internship in an Indonesian business. 

LPPM currently offers approximately 40 short (mostly two-week) 
trainin& courses in t-..he functional management areaR of personnel, 
production, contract, office, supervisory, financial and material 
management. M:>st are given at LPIM, with the balarx:e designed for 
presentation in client facilities. These courses are immensely popular 
and account for about 80%. of the Institute's total revenues. In 1982 
approximately 6400 persons attended with 52'%. and 4410 respectively c:CJDing 
from the ranks of Indonesian junior and middle managers, while 861 of the 
total were from private sector organizations. 

LPPM's management consulting and advisory program established in 
1975 currently has a staff of 15. Consulti~ and adviso=y services 
totalled 1688 person days in 1982 and generated approximately ten percent 
of LPRot's revenue. The Institute's correspgncience ~ogram currently 
enrolls 1900 students and offers a series of ten, SIX month courses 
costi~ approximately $45.00 each. Courses irx:lude Basic Management, 
Basic Financial Management, Management .of New Canparlies, Basic Accounting 
I and I I and Supervising a Worle Force. LPPM also publishes Indonesian 
translations of English language management books. To date it has 
translated ov~ 100 books on various management topics and has published 
22 original works by Indonesian authors. Its magazine, r~dTtn, has a 
paid monthly circulation of approximately 3,000 with 3,5 a itional 
cORies distributed free of charge to prior participants of LPRot's courses 
ana various government offices. 

In 1980 LPPM launched a program of assistance to small enterprises. 
The program offers a 50 week course to train consultants for small 
enterprise developnent. Forty Percent of the training is done at small 
businesses. LPRot also offers an abbreviated 13 week version of this 
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course with approximately 30 students currently enrolled. The Institute 
plans to double this in the next two years and to place graduates with 
various non-profit foundations that deal with small business development 
and with banks that offer credit to small enterprises. In this program, 
LPPM hopes to develop a prototype approach to small business development 
in Indonesia that can be used by other institutions. LPPM also offers a 
range of English language training prograns, including courses in rePOrt 
wri ting and business Fnglish. In 1982 sane 1628 persons attended the 
English language courses. 

LPlM's record in all of these efforts has been good in canparison to 
other public and private institutions. Its energetic and DX>tivated staff 
is the only full time one in the country. Previous assessments have 
confirmed its outstanding reputation with both the public and private 
sectors, p;rrticularly with respect to its long and short term management 
education prograns. It has displayed imagination in devising ilmovative 
approaches to management training. But perhaps most important LPPM has 
established high standards for itself ana as a result has remained 
campetitiv~ as a private sector institute by having the flexibility to 
respond to market needs. 

Despite these strong points, LPPM has weaknesses. It needs 
technical assistance in strategic plarming. It remains heavily dependent 
for incane on its short courses, too many of which are patterned on less 
than optimally relevant Western nxxiels. Research at LPPM is virtually 
non-existent, limiting both staff professional develoIEent and the 
developnent of appropriate business case studies. Overseas tca'ining in 
operations research, project analysis and quan~itative analy9is is needed 
to canplement the Institute's expansion plans in the consulting area. 
Both the MA and FbI> training needed is expensive, and expenditures on 
such training has severely limited equally important expenditures at 
maintenance, library materials and management information system 
developnent. 

A major element of LPFM's strategic plarming during the cani~ years 
will be the expansion of its ten DOlth management training program into a 
fifteen mooth MBA program. The Institute intends to begin the program in 
1985 and to be graduating approximately 150 students per year by 1989. 
To accaDplish this goal, while at the SaDe time expanding its ability to 
produce high quality services in other areas, LPPM needs to train ttm of 
its staff to the PhD level and 32 to the MBA level. It also intends to 
involve this staff in an expanded research department which will provide 
raw data to undertake its various objectives. The Institute has 
sufficient budget to provide for the training of 18 of the required 42 j 

however, funding for the remaining 24 would place severe financial 
strains on the institution and force either a reduction in services or 
i~udent fiscal policies. 

The research, which LPPM staff will be trained to perform, will 
benefi t LPPM' s short lDa1~gEDJent courses as well as the MBA program. 
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Currently the courses are heavily depement on a Western orientation to 
management problems, but there is in:reasing (and appropriate) pressure 
to Indonesianize the teaching of management. LPR1 recognizes this need 
and has tried to address it by making research a basic part of its 
institutional plans.' Regrettably, the research outPJt has thus far been 
very disappointing because of lack of staff training and weak 
institutional support. The enhanced research capacity at LPIM will also 
be important for the developnent of curriculun material at management
institutions througnout Indonesia. 

LPR-f's recent focus on small business developnent has resulted in a 
caIlDit:ment of considerable institutional resources to the developnent of 
this program. LPIM staff have drawn up an approach to training small 
businesses that provides direct assistance to entrepreneurs, but they 
have not been able to find a solid market for graduates of the program 
and ar.e in the midst of reassessing approaches. 

There are few donor-assisted programs in management, although there 
is a growing awareneso of its importance to Indonesian develoIJlEIlt. 
Apart from USAID, the British Council is the most active donor agency in 
management developoent. The new director expects that recurrent funCls, 
presently programmed until 1985 in public admdnistration activities, will 
be reviewed and considered for use in other areas of management 
developner1t. As coord inator of the multi -donor study, the Wor ld Bank has 
beccme suppa.tive of management developnent and is now considering new 
initiatives in the field. Japanese aid officials are examining options 
but have no active programs. French aid has no program but is 
investigating possible state university involvement. Both the Ford and 
Asia Foundations are interested in supporting small business developmnt 
in Indonesia am are offering scholarship am technical assistance 
support to LPIM's SnaIl Business Consultant Developnent program. 
lbwever, the assistance is small am currently planned no further than 
1986. The Konrad Adenauer Foundation has a lOOdest institutional 
developnent program for two management training institutes in Palsnbang 
and Ujung Pandang. The UNDP is funding a training program for small 
business trainers in the Ministry of Industry. n..tch aid has minimal 
involvement in management developnent prograos in Indonesia. In SUD, 
none of these prOgrBIIB will be re~sive in terms of directness or 
timeliness to the practical needs of the Indonesian private sector. 

Thus a problem clearlv exist in ccxmection with a rapidly growing 
central and regional demand for private sector management training and 
the scarcity of institutions capable of meeting it. Goverrment am 
canpany education and training efforts are oot meeting the demand, and 
only one private sector organization (LPIM) has the capability to address 
the problem. 

In view of this, the project presented here will offer a six year 
institutional developnent package to LPIM as a begirming effort to narrow 
the gap between private sector management training demand and supply. 
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B. AID and, ~I Strategies and Priorities 

The project proposed in this docunent is a key element of the 
M[ssion's strat~ for its private sector initiative and is specifically 
mentioned in the CDSS. The Mission CDSS for FY 1985 emphasized two areas 
this project addresses: increasing off-farm enployment and accelerating 
hunan resources develoJEent by buildi~ the capacity of selected 
Indonesian organizatioos to provide management training for small and 
medillIl sized enterprises. The project is also ccmpatible with overall 
AID initiatives. It assists a private sector institute in specific 
programs that will help SUBII business developnent, and it transfers much 
needed technical skills to the Indonesian private sector. In so doi~ 
the project directly addresses two elements of AID strategy - private 
sector developnent and technology transfer. 

The policies of the Goverrment of Indooesia fully support this 
project both in the developnent of the private sector in general and 
management iuprovement in particular. Indonesia's third five year 
developnent plan (REPELITA III) takes a very strong position with respee t 
to goverrment support for increasi~ business opportLDities in the 
private sector in Indonesia through somd fiscar policies and the 
simplification of licensi~ procedures, as well as goverrment 
partici~tion in the praootion of business managenent skills. President 
Suharto s State of the thioo address of 16 August 1983 reiterated the 
goverlment ccmnit:ment to private sector developnent. 

With sane notable exceptions in Latin America, AID has had 
relatively little exper.ience with institutional developnent projects in 
the private sector. Effective Institution Buildillt (tEAID, March 1982), 
notes that only 18 percent of AID's InstItutIon bUI aing projects duri~ . 
the last ten years have been with private sector institutions. Taking 
into consideration that AID experience with institutional development 
projects in the private sector is limited am the deDD'lstrated (see 
Effective Institution Buildi lack of an accepted lOOdel far 
InstItutIOll8 eve opnent in AID projects in general, this project will 
concentrate its developnent resources on the obvious ingredients 
necessary for any institution to grow and prosper: people (traini~), 
institutional prograns (consulti~, outreach and aid to other 
institutions) am materials (library itE!llS and ccmputers). 

The very strong demand for manag~t traini~ plus the eviderx:e 
that only one private sector institution (LPB-t) is willing and capable of 
attempting to aidress this demand in ways that support AID's developnent 
policies have resulted in the project that is defined here. The Private 
Sector Management Developnent Project is a six year, four million dollar 
Operational Program Grant funded project that will offer institutional 
assistance to LPFM in order the stre~then the organization's ability to 
produce private sector/business managers. 
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c. PROJEqI' D,~,au,Pl',Ip'N ~ PI,S~,SION 

1. Project Goal 

The goal of the Private Sectot' Management Developnent Project is to 
expand the capacity to produce private sector/business managers in 
Indonesia. The basic assllDption leading to this goal is that increased 
capacity will result in increased production of managers which will in 
turn result in increased management effectiveness in the private sectot' 
because of the mot'e efficient ratio of managers to workers. This greater 
effectiveness, it is assLmed, will in the 1~ term result in greater 
E!Dployment generation through UlOre efficient resource utilization. A 
second assllDption is that the demand/supply dispari ty will continue t", 
provide a market for trained managers. 

As cited earlier, the need fot' iocreased manager to wot'ker ratios in 
the workforce and the need to offer better training to those managers 
currently in the ranks have resulted in i1llDE!!nse pressures far iocreasi~ 
management training opportunities. The goal of this proj~t is to expand 
the capacity to meet this growing demand. Ibwever, it is fully 
recognized that the institution being assisted by the prc.ject cannJt 
produce outputs that will fully rectify the management shortfall in the 
private sector. What it can do is provide training to increasing nunbers 
of managers in the private sector, particularly in small and medillD sized 
business enterprises, through its short courses and its MBA program and 
develop a foundation from which other ~ement institutes can draw 
material and organizational support through its ootreach and research 
programs. The opportunity to do this is built-in to the project through 
the increased production that will result fran the MBA progran, the 
outreach am research canponents. These elements will be aescribed in a 
later section. 

2. Project Purpose 

The purpose of the Private Sector Management Developnent Project is 
to support the developoent/expansion of the Institute for Management 
Education and Developnent (LPlM) in order to assist it to address 
internal institutional weaknesses and to spread its strengths to a 
greater individual and institutional audience. Specific activities to 
achieve this purpose will incllXle stre~thening of LPIM's strategic 
planning process, overseas and in-eountry traini~ of its staff, 
strengthening of its consulting services, creation of an outreach 
capacity and the strengthening of its research program. 

LPlM has built its strength on slightly adjusted Western management 
theorias and practices. The Indonesian management envirorment n~ is 
maturing and begirming to look for "Indonesian styles of management." 
The demand for this "product" is iocipient but will no doubt grow in the 
next five to ten years. Recognizing the importcm::e of this, LPlM has 
decided to restructure and revitalize its research activities in order to 
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address the basic issue of determining the parameters and content of CK1 

Indonesian style of management. 

In (fdd i tion, LPlM recognizes that it must broaden its mandate to 
include a feed-back mechanism for the continuous transfer of manageoent 
information to the private sector. A consulting mechanism has been 
chosen to fulfill this role, but the activity has flOlmdered, and the 
Institute is looking for ways to revitalize it. 

lbt only doe~ IPR-1 want to a::idress its weaknesses, it also wants to 
create new stre~ths. (he way it will do this is by creati~ and 
refining a new MBA program over the life of the project. This program 
will replace its current "l~ managanent traini~ course" and should 
result in an even stro~er product than the currently well rer:eived 
ten-month management traini~ course. The Institute will also create a 
new outreach program that will assist a management training institute in 
northern StmJatra (and perhaps t\\U more, to be determined in 1986 and 1988 
avaluatioos) to offer short management training courses lOOdeled after 
LPlM's short courses. The project will also offer assistance in small 
business development to up to six institutioos engaged in these 
activities in areas outsiae Jakarta. 

1n order to coordinate both the stre~thening and expansioo 
activities, LPlM will seek assistance in restructuri~ its planni~ 
process and product. Its current process has served it well to this 
point, but it is recognized that the challe~es that the Institute now 
faces require ~ reconsideration of the ability of the current planni~ 

process to meet these ~.hal1enges. 

3. Project Approaches 

a. Strategic Planning 

LPlM established an institutional planning process with the 
appointment of a planning teem and the production of the first five-year 
plan in 1977 (1977 through 1981). It is nai operating under the second 
five-year plan (1982 through 1986). The plan identifies eight. major 
institutional activities: workshops, publications, the loog course, 
correspondence, consulti~, research, specialized English and periodicals. 

The current plan has achieved relatively high quality publication 
activities and workshops. Two other activities, the long course and 
consulting, while in favorable competitive positions in the Indonesian 
market, will require further development for ccmnercial viability. 
English language training as an adjunct to other traini~ is no hDger 
seen as ccmnercially caDpetitive, while research and correSPondence 
courses are embryonic activities in relatively weak market positions. 
The plan calls for dropping the English language program; maintaining the 
short-eourses; s tre~theni~ research, correPondence and consult:i.ng; 
eliminating in a Ji1ased process the long course and replacing it Hi th a 
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new MBA program; and increasing distribution of management information 
through publication activities. 

Although the plan outlines broad market areas in which the Inst;itute 
wants to marshal its resources, specific market analyses am 
considerations of canpetitive advantage are not carefully developed. 
There is a lack of identification and analysis of past mistakes and 
recoomendations for avoiding them in the future. That is to say, the 
planning process at rPFM is in need of revisions which will result in a 
product that is more carefully thought out in terms of the strategic 
realities of the market. 

LPlM suffers from several internal management problems, all 
traceable to the Institute's rapid growth and ~e problems of planning an 
integrated series of ch~es to accam:xxlate for this. First the 
Institute has been unable to adequately plari for the absences of large 
nunbers of senior aId mid level staff whO need advanced traini~. 
Secondly, rPIM has been unable to canp1ete physical, financial and 
personnel plans for its envisioned MBA program. Thirdly, the Institute, 
alone w1.th the expansioo of staff and general activity, is faced with a 
potential loss of institutional cohesion aId direction. This can be 
prevented by carefully assessing market potential for institutional 
thrusts and then planning and integrating the selected activities into an 
overall, strategic plan. Finally, LPFM's current program of assistance 
to small entrepreneurs is experiencing difficulties in the marketing of 
its graduates, and more detailed market analyses are needed. 

As a method of focusi~ on the plaming process itself, this segment 
of the project will employ a strategy of analyzing the Institute's 
current ~ket position aId ~tential tmplementatian strategies and 
financial projectioos. rPIM s major new institutional thrusts--the MBA 
program, the restructuri~ of its consulting activities, the refocusing 
of its outreach progran, including its small business developnent 
program, ard the creation of a revi talized aId redirected research 
deparbDent-- will be carefully analyzed in t~ of market position and 
canpetitive advantage, aId implementation strategies that incorporate the 
r~9ults of the analyses will be devised. 

A management infcmnation system for the five project areas will be 
one of the major outputs of the first strategic plaming consultancy. 
The Calsult.ant will not only assist LPlM departDEnt heads to plan market 
penetration and implementation strategies but also to design a management 
information system for the five project areas. The system will identify 
methods for gathering infonnation in three major areas of concern: 1) 
status of al:tivity before project input; 2) level aId duration of input; 
and 3) imDediate, interim and long range outputs. 
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b. ~arti.cipant Trainim 

LPHi's current professional staff of 62 possesses the following
 
academic qualifications:*
 

1. Indooesian MAs (Sarjana l.ergkap) 2S 
2. Indonesian Engineering Degrees 28 
3. Indonesian Law Degrees	 2 
4.	 Overseas MAs 7
 

02
 

* Listed by highest degree achieved 

Duri~ the period of the current and next five year plan (until 
1991), LPIM plans to add 40 professiooal staff members (to be primarily 
recruited from graduates of its ten month and later its MBA training 
courses). These new staff members will be institutionally divided as 
follows: short management training 22, consulting ten, outreach six, 
and research two. It projects a yearly staff attition rate of two, thus 
resulti~ in a total loss of 14 during the years 1984-1990 for a total 
professional staff of 88 in 1990. At the end of the next five year. plan, 
it plans for the staff of 88 to have 41 MAs and 11 FhDs. This translates 
into a training need of 32 new masters and ten new PhDs, because seven 
staff members already have MAs, two are cClllpleting them this year and one 
is cClllp1eting a fbI) this year. This training is crucial to LPlM' s future 
success as an institution that is capable of coveri~ a broader market in 
the dynamic and quickly changing Indonesian management develop:oent 
scene. LPlM has built its current success on its popular series of short 
management training courses. These courses remain popular, but the 
demand for more Indonesia specific curriculun IDBterial, as well as 
growing demand for a more ccmprehensive pre-service management training 
course (MBA), has led LPFM to the need to upgrade its current staff. In 
order to respald to these challe~es, LPFM plans to train 40 new staff 
meo:bers primarily to work in its series of short management training 
courses and its consulting and outreach activities, while its senior 
staff is gradually (approximately ten per year for four years) upgraded 
in order to take on new roles in research, curriculun developoent, 
consulting aId the new MBA program. 

In addition to the loog term training needs, other staff members 
need opportunities to sharpen skills and to be introduced to new 
approaChes aId perspectives in management developDet1t. For this need, 
short term courses will be identified or designed in order to provide 
trainirg in such areas as case writing, marketing strategy developnent 
and survey research oethodologies. This training will be offered roth 
overseas, for those who can be away from LPlM for the time required, and 
in-house for those who can't. The specific needs will be identified 
durirg project ilIplementation. 
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c. lPFM'S Consu1tipg PrOStsn 

LPIM recognizes that a strong consultancy program is necessary as a 
contributor to the Institute's financial self-sufficiency, as an 
important link to current developoents in the private business sector and 
as a feed-back IEchanism for the support and transfer of management 
information. The effort to date, however; has had relatively little 
success, only providing approximately ten percent of total gross revenues 
and reaching a small nunber of clients. Bei~ primarily a training 
institution, LPIM has had little relevant experience upon which to base 
the design am iup1ementation of a consultancy operation. Since the 
consulting department's inception in 1975, it has focused mst of its 
efforts on short-teen activities (reports and surveys) with little 
atteq>t to identify a market and develop client bonds. 

The coosulting program, as it now operates, is essentially a 
non-integrated program that provides LPIM with an institutional oechanism 
for responding to market requests. It is not an institutional activity 
with a mandate aroll1d which it can define a market and then implE!Il!nt an 
action strategy that creates and fosters clients. 

This project will provide LPIM with lOOdels of consultancy prograns 
that have well defined market penetration and deve10poent strategies. 
This will be accanplished by sending a stlXly tean, during the firs t six 
months of project iop1ementation, to tour selected US and other 
consulting fitmS in order to observe different strategies and approaches. 
After returning, the team will request short term assistance in order to 
implement the approach(es) it has identified as IOOSt pranising• 

. 
d. EstablishDent of an Outreach Prpgr. 

LPIM is the only Indatesian private sector management training 
institution that states in its charter that one of its essential purposes 
is "to contribute to Indonesia's deve10poent through education and 
training." Both the FolllClation and the Institute (FolKldation for 
Millagement Education and Deve10poent and the Institute for Manageuent 
Education am Developnent) are nat-profit and were founded by an 
Indonesian (originally a D.Jtch national who later became an Indonesian 
citizen) Jesuit priest whose development vision still peoneates the 
organization. It is this sense of mission that has praupted LPIM to 
search far methods of spreading its accLIDUlated knowledge and expertise. 
Its first attsq>t to do this has centered on a correspondence progrsn. 
The program is not meeting with great SlX:cess. In 1982 enrollments were 
1904, less than ten percent of what LPIM estimates the market to be. The 
program has been in operation for alJmst five years, and it is obvious 
that it is mt fulfilling the purpose for which it was intended. LPIM, 
in its search for activities that will fulfill this purpose, has designed 
an outreach program to assist two different types of institutioos in the 
Indonesian private sector, those working with management develoflDl!nt in 
general and those advising small businesses and working particularly in 
management development for small business. 
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The new outreach program is centered on three activities: 1) 
institutional development of private management institutes outside 
Jakarta (hereafter referred to as Outreach I), 2) expansion of LPEM's 
expert ise in small business consulting to other interested organizations. 
(hereafter referred to as Outreach II), and 3) support to the Indonesia 
PVO community that is involved in small business support activities in 
the form of scholarships for members of these organizations to attend 
LPEM's small business coosultant develolJDent course (hereafter referred 
to as Outreach III). 

1) CAltreach I 

The first outreach activity or Outreach I involves the transfer of 
capability to deliver selected LPPM short management training courses to 
management training institutions outside Jakarta. LPEM will provide 
training to chosen institutioos outside Jakarta for up to five of the 
institution's trainers per year, deve10IJDeDt of curricultm materials for 
ooe course per year and yearly evaluation and feed-back of the trainers' 
presentations of coorses. This activi ty will center on rep1icati~ 
LPPM's am successful developoellt through the DlXie1 of offering the 
quick, in-service management training seninars for which LPEM has 'becane 
famus. The curriculum material will remain focused at mediun and small 
business. Clloice of the institution to be assisted will be cooducted 
biennially (1984, 86 and 88) for a total of up to three. The criteria by 
which the choice will be made as well as the choice of institutions for 
the 1986 and 88 reviews will be the decision of the project steeri~ 
committee and will be subject to AID approval. The LPEM staff has 
conducted the first survey and has chosen the first institution: the 
I.embaga Pembinaan Manajemen Sumatra, which is located in Medan. (For 
IOOt'e infocnation see project files.) LIMS is a new institution that was 
founded this year with the backi~ of canpanies in Medan. LFMS has 
requested LPPM assistan:e in designing courEles, training trainers and 
installing the courses in the institute. 

The program will be structured in four phases: 

1) LPEM will cooduct biennial surveys to determine institutional interest 
in participating in the ~ogran. This will require approximately two 
persoo weeks per survey of LPEM technical assistance. 

2) LPPM will provide the selected institution with ooe person week per 
year of technical assist&lCe in order to conduct a needs assessment of 
the unique needs of the institution in tetmS of the precise courses its 
market demands. 

3) LPIM will design one coorse per year and train up to five trainers per 
year fran the institution to give it. This will require approximately 
one and one-half person mooths of traini~ at LPEM pm- trainer per year 
and ale person week per year of LPPM tednica1 assistance. 
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4) LPR1 will provide two person weeks per year (me at the beginni~ arxJ 
one at the em of the course) in order to provide evaluation and 
feed-back to the trainers. 

2) Outreach I I 

The LPR1 Small Business Consultant Deve10pnent Course is designed to 
teach individuals the fundanentals of small business operations. It 
focuses on simple bookkeeping (cash entry only), and inventory control 
systems. The consultants are taught specific interview and data analysis 
technics that are designed to soliei t information necessary to the 
analyses and reccmoendatioos required to improve business practices in 
the sm11 to medit.m pr.ivate sector. This program has given the LPEM 
staff the experience and capability to diagnose problems and prescribe 
remedies for a generally recognized set of problems that afflict small to 
medium-sized businesses. It has also learned how to train others to do 
the sane. This skill places LPIM in the position of offeri~ this 
valuable expertise to otherR, and with tht.! SL'Pport of this project, it 
will do that. 

Outreach II is intended to provide yearly training for up to ten 
trainers (five from each of two selected institutions), deve10pnent of 
specialized curricu1l1D materials for one course per ye.ar and yearly 
evaluation and feed-back of the trainers' presentatioos of courses in 
each of t~ chosen institutions. O1oice of the t~ assisted institutions 
will be conducted biennially (1984, 86 and 88) for a total of up to six. 
The cr.iteria by which the choice will be m~e as well as the choice of 
institutims for the 1986 and 88 reviews will be the decision of the 
project steeri~ camrlttee and will be subject to AID approval. The 
initial choice was mOOe by· the LPR-! project coordinator and was based on 
information gathered from a survey of eight potential candid;;ltes. At the 
ends of project years two and four., additiuna1 surveys will be conducted 
and new institutioos will be considered for assistance. 

The program will be structured in the following way: 

1) LPEM will cooduct biennial surveys to detlmnine the interest of other 
small business assistance oriented institutions in participating in the 
program. The survey will require two person ifeeks of LPIM technical 
assistarx:e. 

2) LPIM to1il1 provide the institutions with one person week each per year 
of technical assistance in order to conduct a survey of the institution's 
unique needs for the small business development course to be offered. 

3) LPRof will design the course and train up to five trainers per year in 
each institution to teach the course. This will require approximately 
four person-fOOnths per trainer per year (three IIl>nths for the course, me 
month for the training of trainers) and one person week per institution 
per year of LPRof technical assistarx:e • 
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4) LPIM will provide two person weeks of technical assistance per year to . 
each institution in order to provide evaluation and feed-back to the 
trainers (me week at the begirming and me at the end) as they give the 
course. 

LPlM personnel have cooducted the first survey for the Outreach II 
project segment. A questiomaire (see pr(Jject files) was developed and 
administered to staff members of e~t institutions outside Jakarta that 
are involved in small business affairs. The candidates were analyzed in 
terms of their staff size, adequacy of facilities, degree to which 
service is prOVided to small enterprises and interest in participating in 
the proposed program. Fran this survey tl«) institutions, Yayasan Dian 
Desa of Jogjakarta and Pusat Pengembangan Manajemen Sriwijaya of 
Palembang werr. chosen as the initial institutional candidates for this 
segment of the outreach program. 

3) Outreach III 

LPlM currently offers the three mooth versim of its 9nall Business 
Consultant Developnent Course to approximately 25 participants twice a 
year. The course is designed to teach one h<M to gather information fran 
businessses, analy,e it and assist the businesses in diagnosing and 
correcting their major operational problems. This project segment would 
make available to Indonesian private and voltmtary organizaticns (PVOs) , 
involved in assistance to small businesses and not otherwise asisted by 
this project, ten scholarships per year (for a total of 70 over the life 
of the project) to the course. 

These three activities will be ftnded by three separate line item 
budgets. <AJtJ:each I funding will finan=e the salaries and travel costs 
for approximately e~t person IIlQ1ths of LPR-t staff time to provide 
assistance in market surveys, needs analysis and curriculum developnent; 
and 30 person rnooths for the training of trainers to teach short 
manage:oent courses to be offered in other manage:oent developnent 
institutes. <lJtreach II ftnding will finance the salaries and travel 
costs for approximately 12 person mnths of LPRot technical assistance in 
market surveys, needs analysis and curricu1un developnent; and 180 person 
oxmths for the training of trainers to teach small business developneIlt 
courses to be given at institutions involved in tryiqg to assist small 
and medium sizP.d enterprises. <lJtreach III funding will finance up to 
ten scholarships per year ( a total of 70 or 210 Person months ) for 
members of Indonesian PVOS other than the. roes that are at the time of 
implementation being assisted by the project to attend LPRtt's three month 
small business consultant develolJllE!!nt program. 

e. RFstructuring of Research Program 

LPIM's research department was be8'm in 1978 with two staff merbers 
and limited bLdget resources. The staff size has not increased, and the 
work outPJt is limited, both in its scope and quantity. In 1982, the 
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total outPJt was five reports, all surveys that were responses to client 
requests. The department suffers from the absence of an institutionally 
coherent definition. There is no institutional research strategy; 
rather, the research department, much like the coosulting departoent, 
responds to client reques ts. 

The Institute is in need of curriculum materials, especially cases, 
which reflect the current Indonesian (Asian) management situation. The 
rapid influx of Western run canpanies and Western management consultants 
has heightened the Indonesian sense of differer~e between the Western and 
the, at least perceived, uniquely Indooesian lTJanagement styles. There is 
growing pressure not to mimic Western managEmE.nt approaches, and lPR1, 
recognizes the need to resPf~d to thi~ pressure. LPEM is also committed 
to gathering ~e infODmation on the operational realities and problems 
of small business enterprises in Indonesia. 

The department will be restructured after study visits, during the 
first nine IJKX1ths of project iq>lementation, to management research 
facilities in Asia, IOOSt probably the Asian Institute of Management in 
Manila aId the Indian Institute of Management in Ahmedabad. Following 
these visits, lPlM's research. department will request technical 
assistance to aid it in establishing a research agenda and iIq>lementation 
plan for future research activities. The project will fund approximately 
ten person/months of short term coosu1tancy support in research planning, 
design and execution. To support research activities, funds also will be 
made available to irx:rease LPlM library holdings and equipnent. LPR1' s 
professional librarian, in consultation with the research department, has 
canpleted a library procurement plan, and it has been incorporated in the 
procurement plan of this project. 

4. End of Project Status 

At. project termination, five measurable outcanes are anticipated: 
1) LPlM will have a revised, sustainable and relevant institutional plan 
that identifies strengths and weaknesses and specifies long range 
implementation strategies and 3 management infOI'lllation system that 
measures achievements against this plan; 2) trained staff of both LPR1 
and assisted institutions will be conducting management prcgrans and 
research, as well as consulting on a regular basis; 3) LPlM will have a 
new consulting program with a revised marketing strategy and a staff of 
at least 25 professionals; 4) up to three private sector management 
institutes outs i de Jakarta will have received lPB.'1 technical assistarJCe 
and training in short course management training aId each will offer at 
least me of lPlM' s functional management presentation courses per year; 
and up to six other institutions outside Jakarta that are involved in 
small business develolJIBlt will have received LPFM assistance and will 
offer at least one small business dE:!ve10IJDent course each per year; 5) 
LPR1's research department staff will be increased by at least three new 
members and its published output will be irx:reased by at least 200 
percent over that produced in 1983. 
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5. 'l1ojec,t <AJ,tp!!ts 

a. Revised Institutional Plan
o ' , 

Technical assistance will be used throughout the life of the project 
for aiding in periodic revisions to the institutional plan. The final 
output of this project activity will be a strergthened institutional plan 
and a strengthened planning process. A portion of the planning 
assistance will help in the pre-implementation analysis, design and final 
implemention plarming of the extension of LPIM' s ten month management 
training course into a 15 DDlth MBA program. In addition to the MBA 
planning, strategic plans will also be produced to revise, if necessary, 
the Institute's implementation plans and financial projections for its 
research, consulting and outreach activities. The plarmiqg consultancies 
activities will be weighted toward the beginning mnths orproject 
implementation and will be coordinated with technical asssistance 
activities in the specific teclmical areas. 

b. :rrained Staf,f 

The project will produce 32 staff msmers with overseas MAs and ten 
wi th overseas IbDs. Eighteen of the MAs and six of the PhJlg will be 
financed with AID flDis. The remaining will be financed by LPFM. 
Biannual management seminars will update LPPM in-house, professional 
staff. Approximately thirty people will participate twice yearly for 
five of the six project years to petmit those not sent overseas to 
receive updated information on management. The project also will train 
approximately 45 perS<X1S for an average training period of four weeks 
each in s tatE.;-S ide courses in such areas as research methodology, . 
marketing of consulting services, curriculun design, and executive 
developnent. 

c • ~papded Consu,lting J'rpllf,am 

By the end of the project" LP:EM will have a consulting department 
with an integrated institutional strategy that directs LPlM's catSulting 
activities to complement and integrate other institutional functions. By 
cCllplementing its present expertise in marketi~ and feasibility studies 
with .an expan:ied staff of 25 professionals, LPRtl s consulting division 
will be significantly strqthened. 1AJri~ the project, LPIM will 
explore new markets for consulting services, with the goal of increasing 
~ 300t the output of the consulting department. 

d. Esta,blished, ~trea,ch Program 

LPEM will have established a small business consultant development 
course in up to six institutions, and up to sixty people will have been 
trained to provide this training in the selected institutions. Assuning 
the offering of a small business developnent course in two institutioos 
every year during the life of the project, and further assuning they are 



-18

capable of training 20 small business consultants per year, small 
business consulting courses will have been given to to following numbers 
by project termination in 1990: 1) first two institutions 240j 2) second 
two institutions 160; 3) third t~ institutions 80. Four hundred and 
eighty people will have been trained. In addition, LPPM will have 
established at least two short management training courses in one, and 
assuning continued interest, three private management training 
inst:itutions. Seventy persons fran Indonesian PIDs will have canpleted 
IPPM I S three IOOnth small businesss consultant developnent course. 

e. Iq!structured Research Program 

LPIM I S expanded research program will create a planned approach that 
will result in a research agenda aoo an irx:rease in its capability to 
design and conduct res'~arch, as well as an increase of at least 200% in 
its published research flr.clings. The research will focus on basic 
Indonesian styles of management, operational realities and problems of 
small business enterprises in Indonesia, aoo the construction of 
Indonesian case studies related to this infOl'Dlation. IPR1 will increase 
i,..s library holdi~R and equipuent in order to stimulate its developnent 
as a research center. 

6. EFpje,c.t,l,n~.~~.~._ 

a. S,t:r,a~egic PlaIming A,s,s,is.t;agce 

The project will provide ten person months of consultancy in 
Qtrategic plarming at an approxiuate cost of 215,000. This assistarx:e ·is 
scheduled to be used in the follClwi~ sequence far the nunber of person 
mnths indicated below: 

FY85 FY86 FY87 FY88 FY89 FY90 

3 3 I I 1 1 

Preceding each calSultancy, the LPIM planni~ teem will construct terms 
of reference for the next consultancy. 

b. Training Assistance 

The project will finance the traini~ of 32 master I s and ten 
doctoral participants. The training will be in the following general 
'areas of specialization: 
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PbDs 
1 Organizational Behavior (Cultural Aspects) 
1 Cooperatives ManagE!!IMnt 
1 Marketing (Franchising of Small Businesses) 
1 Entrepreneurial Development 
1 Business Management Education 
1 Business Strategy Devt~lopnent/CorPoratePlanning 
1 Envirormental Analysis (Micro Econanics) 
1 Finance 
1 Industrial MarketingtB- CaDputer Services 

MAs 
6 General Management 
3 Operatioos Manageoent 
4 Marketing 
.4 Finance 
4 Personnel 
1 Cooperatives ManagSllfl!nt 
2 Quantitative Analysis 
1 International Business Management 
2 Small Business Developnent 
2 Operatims Research 
1 CoDp.lter Science 
1 Real Estate &Construction Management 
1 Business law 
~ 

AID financing will be provided for 18 M\s and six H1Ds; LPEM will 
provide financing for 14 MAs and four PhDs. The estimated time necessary 
for caopletion is 24 IDCXlths for master' s training and 36 mooths for PhD 
training. Thus the total nUJber of person mnths of long term traini~ 
to be financed by the project is 24x32-768 am 36xlD-360, for a grand 
total of 1128 person IOODthS. The average cost per participant year of 
loog term traini, according to AID/Washington averages for the 1983/84 
academic year is 22,000. It is 5,700 per participant mnth for short 
term training. l\ben these figures are inflation factOLed by six percent 
per year over the life of the participant training portion of the 
project, they are as follows: 

TABLE A 
INFlATION FAC'IDRED roSI'S FOR ~G AND SlDRT TmM PARI'ICr mN'IS 

84/85 85/86 86/87 87/88 88/89 89/90 

Ia1g Tetm 23,320 24,719 26,202 27,774 29,440 31,206 

Short Term 6,042 6,404 6,788 7,467 8,214 9,035 
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The approximate cost of this training is as follows: 
AID LPlM 
~ ~ LC 

~s (18) 945,000 (14) 735,000 213,000 Eng. l~. trg. for 
PhDs- (6) 472,000 (4) 316,000 AID participants
45 R1= 317,500 -0- 72,000 Eng. l~. trg. for 
shor t term trg LPP.M participants 
Backstopping 199,000 , 121,000

1,172,000 ~85,OOO 
940,000 Salaries of trainees 

1,933,000 1,172,000 1,~5,600 
2,397,000 

All long term trainees will sign five year post training employment 
cootracts before going overseas. Approximately 45 matths of short term 
overseas training opportunities will be provided, as specific needs are 
identified. Training will be cOOl:dinated with staff recruitment to avoid 
any reduction in the Institute's capacity to provide services. In oroer 
to insure that adequate trained staff is in place and capable of 
providing services that will maintain or increase LPlM's current level of 
incane, a special covenant to the grant agreement will require 121M to 
subnit to AID, prior to the sending of each group of project financed 
l~ term participants, a detailed staffing plan that deoonstrates how 
the jobs (and resultant incane to the Institute) performed by those 
naninated for training will be performed duri~ their anticipated 
absences. 

'!he five year developDeIlt plan calls for the recruitment of 40 new 
staff members and projects an annual staff attrition rate of two per 
year; seven have already been recruited this year and will be followed by 
seven more, 14 next year and 12 the folloo~ year. The new staff 
members will be recruited primarily fran graduates of LPR-t's ten month 
(and later its MBA) progran. The following table presents staff inflow 
and outflow: 
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TABLE B
 
LPIM srAFF INFLGl AND OlJIFLOW DURING moJECT LIFE
 

1984 85 86 87 88 89 90 

Total available 59 64 57 68 75 84 90 
Leave for Trg -lO(6MA) -19(l3MA) - 5(~) -8(BMA) -0 -0- -0

(4PbD) (600) 
Attrition -2 -2 -2 -2 -2 -2 -2 

'7;T 4! -su )lr --rJ ~ 
New 14 14 12 -0- ~- -0-
Retumed 
trainees 3 -0- 6(M\) l7(1::tfA) 11(SMA) 8(8MA) 

'c 0:" , 0 Co: , 0 ,(4PhD) (6~) 

64 57 68 75 84 90 

The training of 10 PhD md 32 M\ participants will be structured 
accordi~ to the followi~ criteria and timi~: 

1) Criteria 

a) All participants will be full time esq>loyees 
of LPIM who will have been E!Ilployed for at least 
three years by LPlM prior to departure for 
traini~. 

b) All participants will be in acadEmic
 
prograns that support the institutional
 
objectives of LPR1 as famd in the current
 
five year plan.
 

c) All participants will have a minimun 10FEL 
score of SOO. 

d) All participants will be either ccniitionally 
or uncooditionally accepted by the lDiversities 
they plan to attend before departure fran 
Indonesia. 

e) All participants will sign five year post 
training contracte wi th LPR1 prior to their 
departures. 

2) The foor LPlM financed FbD participants will depdrt in 
1984 and the six AID financed participants in August 1985. 
Their progrBDB are estimated to require three years. Six 
l1'IM MI\ participants will depart in August 1984. Eight LPPM 
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~ participants and five AID MA pariticipants will 
depart in August 1985 followed by five AID MA participants 
in August 1986 and eight AID MA participants in 
August 1987. All MA programs are estimated to require two 
years. The last participant will therefore return in 
August 1989. 

Forty-five perSal DlCX1ths of short term training is available for use 
in the project. The specific program objectives for this traini~ 
activi ty will be determined by the project steeri~ camdttee. All such 
traini~, however, will be specifically tied to project objectives. 

In addition to la1g am short term overseas traini~, five perSal 
Dmlths of technical assistance will support biannual, ale week traini~ 
duri~ the six year life of the project for the majority of LPIM's 
in-house staff. This is inteIded to keep them current on manageo:Ent 
issues am approaches. This will be offered in seminar format duri~ 
slack periods such as the O1ristmas and Idul Fitri breaks. 

c. COnsultim Assistance 

The project will provide ten person DlCX1tts of technical assistance in 
evaluation, redesign and marketing of LPIM's consultant services 
program. The approximate costs of this assistance is $216,000. The 
technical assistance will begin in early 1985 following a study tour to 
the -us by the LPIM coosulting division director. The ten person months 
are scheduled to be used as follals: 

FY85 Fi86 Fi87 EY88 Fl 89 FY 90 
3 2 2 1 1 1 

d. ~ treach As sistance 

The project will provide assistance in three areas for the outreach 
activities: 1) assistance to up to three management developnetlt 
institutes outside Jakarta so that they can offer short management 
training courses; 2) assistance to up to six. institutions involved in 
small business developoent outside Jakarta so that they can offer small 
business developnent courses; and 3) scholarship assisstance to 
Indonesian P\Os involved in small business developoent so that their 
members can attend LPIM's small business consultant clevelopnent course. 
The first activity will involve inputs of approximately 8 person months 
of technical assistmx:e in installi~ the courses in the selected 
institutions am 45 person mooths of traini~ at LPIM. The second 
activity will involve inputs of approx~tely 12 person months of 
technical assistance and 240 Person mooths of traini~ at LPlM. The 
third will prOVide financing for 70 fellowships to LPIM's three month 
sllBll business coosultant developoent course. 



-23-

TABlE C 
CDSI' OF IROJEx:T INPfJ1'S FOR ClJTREACH AcrIVITI ~ 

QJtreach I 
A. Technical Assistance 8PM 66,500 
B. Traini~ 45lM ; ,57,865 

124,365 

OJtreach II 
A. Technical Assistance 12R1 101,500 
B. Trainitl1 2401M ~08,624 

410,124 

OJtreach III 
A. Traini~ 2l0R1 ,23).,000 

Total 
495lM 765,489 
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The following table presents a graphic display of the quantity and timdqg of 
inputs in this project area: 

TABLE D
 
DESCRlPrION OF W'IREACH momAM Im:tJTS
 

, , , , 

CUtreach I 

1. Survey 
2.Needs Anal 
3.a.Design 

b.Trg 
4.Follow-up
'SliD Totals 
TA 

TRG 

OJtreach II 

1.	 Survey 
2. Needs' Anal 
3.	 a.Design

b.Trg 
4.	 Follow-up
SUb Totals
 

TA
 
'IRG
 

85 

TA	 / 'IRG 

•251M 
.5OPM 

7.51M 
•. .......-...,.=--I .5Pm
 

1.25 
,. n , n •• n 0,7.5 :, :. n :, 

•501M 
.5OPM 

40IM 
1.OIM ,c t 

2.0 
,	 n • ,40, , 

OJtreach III 

Scholar :J)IM :J)IM 
ships . 'j'lf , n

Sub	 Totals 3d , 

Totals 
TA 3.25 
TRG 30 , .. , , 77.5, , t 

86 87 88 89 90 TA 'IRG 

TA / TRG TA / 'IRG TA / 'IRG TA / TRG TA / TRG 

.5OP.M .5OP.M 
•251M 
.501M 

7.5lM 
.5om .• 

•251M 
.5QRtf 

7.5lM 
t. 5.QItJ 

.251M 

.50FM 
7.5FM 

.5gItt" 

1.75 1.25 1.75 
7.5 ,7.5, : , : , : ,7.? , ,
 

.5OP.M 
•501M 
.501M 

401M 
1.0IM, 

2.50 
" ,40 

.5OP.M 
.50lM .50lM 
.501M .50FM 

401M 40IM 
1.O!! II , ,l.O,IM , , , 

2.0 2.50 
, , 40, .40 

1,0 
•251M 1.25 
.50IM .5OIM 3.0 

7.51M 7.5R\f 45 
SOm, , ,.,5.Q!tl , ,3,.0 , . 

1.25	 1.0 8.25 
,7.5 7.5 45 

1.0 
.501M 2.5 
.50IM .5OIM 3.0 

40IM 40lM 240 
1.OIM 1.0IM 6.0, , t, , 

2.0	 1.5 12.5 
,40 40 240 

J)IM llIM llIM J)FM 1> 210 
: 

'~ 
, 1(1 

, 

30 30 jb 210 

4.25 3.25 4.25 3.25 2.50 20.75 
77.5, , , 77.5 , 77.5, , 77.5, 77.5, 495 
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e. Rese~rch Assistance 

The project will provide ten person DKXlthS of technical assistance 
at an approximate cost of $216,000. The assistance will begin following 
a trip to selected As ian management institutes. This trip will provide 
LPR1's director of research wi th infcmnation necessary to make choices as 
to different approaches that can be taken to the structuring and 
strategic targetting of its research act ivities. 

The ten person months will be used accord ing to the following 
schedule: 

FY85 FY86 Fi87 Fi 88 Fl 89 FY90 
3 2 2 1 1 1 

In addition to the technical assistance input for the research 
segment of the project, research materials and library equipIEnt will be 
provided. These will be in the following categories and quantities: 

USAID 
1) 4,000 books and other published items 80,000 
2) 50 subscriptions to technical journals 20,000 
3) 100 subscriptioos to various Indonesian 
publications related to management 15,000 
4)Library equipment 

a) 2 micro fiche readers 
b) 16 book shelves 
c) 1 display rack for periodicals 15,000

00,000 

LPR1 has an internal canputer capacity through its IBM Systent 34 
ccmputer. This is used for research am training activities. The 
project will provide eight (four flmded by AID funds and four funded by 
LPEM) canpatabile sDBli business ccmputers ~r terminals as follows: 

l&\ID LPlM 

4 canputers 40,000 
4 terminals 

40,000 
10,000
llf,Ott> . 50,000 

7. Benefi,ciaries 

LPlM's potential to influence large nl.lJi>ers of Indooesian private 
sector managers is well deDlX1Strated. It has yearly contact with 
approximately 6500 managers through its short management courses. Long 
term courses reach 50-75 managers. The consulting division, through 1688 
person/days of c<XlSulting in 1982, reached 3000 managers. Its small 
business consultant developoer1t program provides services to 
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approximately 1000 managers per year, while the LPlM corresporxlence 
courses enrolled 1900 people in 1982. Thus the Institute has direct 
contact with approximately 12,000 Indonesian managers yearly and has the 
potential to influence the econanic and social behavior of a large 
portion of Indcnesia' s private sector managers. 

The project will benefit meditm and small Indonesian business 
enterprises through direct assistance in consulting and outreach, and 
indirectly through project training, research activities and LPFM's 
general institutional develoIJDE!llt. LPFM as an institution has lo~ been 
primarily focused on this sector as its seventeen year records indicate. 
Eighty percent of LPIM's- business is from its series of short-managEm!nt 
training courses. The Institute's figures indicate the following 
percentages for total ~rticipants in its 1982 series of short courses: 
small (49%»), meditm (251), arxl large (28%,). (&nall defined as 0-100 
employees, IUdium as 100-500 and large as 500 and above.) Of the 
Institute's 1688 person/days of calsulting in 1982, 7510 were far mediun 
and small enterprises while the Sna1l Business Consultant Deve10poer1t 
Program is directed exclusively at the small business sector. The 
project will also benefit other private management instituticns outside 
of Jakarta that are dedicated to the develolJDent of small and mediun 
sized busineso enterpI'ises. The outreach segment of the project will 
provide 495 person IDCXlths of training to organizations that primarily 
serve the smSll and medillD enterprise market. Project sponsOred training 
(an:J the addition of staff that this traini~ will aHCM) will more than 
double (from 19 to 41) the staff of the short management course training 
division. It is expected that this will Permit the doubled staff to 
increase by a factor of .15 the mlli>er of yearly contacts (see . 
iq>ut/output SllIlDflry) an:J it is further eXPected that these Caltacts will 
remain split at roughly 75io-25't between small! mediun enterprises' 
participants and large enterprises' participants. 

It is anticipated that at least 50%. of project sponsored research 
will be directed at small to mediun sized enterprise research. lwtJch of 
that research will revolve around Indcnesian styles of management and 
will of necessity be directed at the small to mediun sector. Specific 
research on problem of the sector will also be a focus of this project 
s~t. 

The restructured calsulting department is expected to increase its 
out~t by a project total of 300%. and the focus of that output is 
expected to remain approximately 7510 on the small to mediun sized private 
sector. 

Thus, the primary project beneficiaries are expected to be an 
increased nUIi>er of contacts with LPFM's already historically 
demmstrated target client: the small to mediun sized Indonesian private 
sector. 
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PART II1. F1NAl'CIAL PlAN
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FIlWCIAL .:PLAN 
to 

A. Source of Fums 
. 

The total project costs are estimated to be $ 6,407,000 of which 
the AID contribution of $ 4,000,000 will be 63%. lPlM will contribute up 
to $1,172,000 in foreign exchange funds arxl $1,235,000 in local currency 
for a total of $2,407,000 for 31%. of total project costs. 

The USAID cmtribution is distributed as follows: 

1) Oversees and domestic training 2530 (63'%.) 
2) Overseas and domestic technical assistance 925 (23'%.) 
3) Camrxfities, eva1uatims md cmti~ency 545 . . f14~400010 ) 

AsBuning the availability of fUllds, it is anticipated that t&ID's 
cmtributim will be made in four tranches duri~ four coosecutive fiscal 
year begimaing wi tb FY 84. The first two will be $1,000,000 each; the 
next one will be $1,500,000; and the final will be $500,000. 

Inflation factors have been calculated into the project line item 
bu:lgets. A conti~e'!'lCY fl.lld of $313,000 dollars has been provided and is 
designed to be used for unanticipated inflatimary costs and lIlexpected 
expenses sLdl as overhead cost higher than those calculated and possible 
additional technical assistance needs mt identified at the time of 
project design. 



TABLE F
 

~ F~1t\L f!&
:tea'inlcaf AssIstance 

lEAID FUNDS 
FX LC Total 

35 person IOOnths(t5) $ 756,000 
21 person months(Ind) $ 169,000~. 2' ! (ij'

'II 9 5, 0 
II. Training 

A.	 Long Term: 18 masters $ 945,000 
6 PhD $ 472,000 

B.	 Short Term: 
US and Third Country $ 317,000 

C.	 Placement Backstopping $ 199,000 

lr:9'1'J:0'0'0 
III. OJtreach	 Training $ 

'~tf1 ;Ol1fj 
IV. Commodities: 

Micro c~uters $ ~ "',. ,;j() 
Library equipment $ 15,000 l . 'I'1U, 0110Books $ 80,000 
Journal (US) $ 20,000 
Journal (Indonesian) $ 15,000 

V.	 Evaluations 
Two evaluations-each two weeks in duration 
a.	 1986 ($27,000) $ 27,000 
b.	 1990 ($35,000) $ 35,000 

VI.	 Contingency 
Yearly contingency of 
52,500 $ 313,000	 ~' . u~" n 

'" 31 ,00
$3,144,000 $ 856,000	 " , t ,'t	 , t , 

Total $4,000,000 

LPFM F1JNDS
 

Training 
A.	 MA 14 x avg 52,500 

PhD 4 x avg 79,000 -

Back stoppi~ xlI, 51 -

English Lang Trg.
 
if needed for AID
 
participants 

For LPFM part -


B.	 Salaries of Trainees 
1. 32 ~ yearly avg 10,000x2 
2. 10 PhDs yearly avg 10,000x3 

III.	 Commodities: 
Computer Terminal Acquisition 

FX 

$	 735,000

$81l'<?i$1, 5 , 
$ 12"rooO 
Sf,fl,QbO 

$1~172,ooO 

LC
 

213,000 
., 7~"OOO

28 ,000 

640,000 

,. §23'f£g

, \ 

~ 
~ 

\ 

. 10,000 
r,2~~.mb 

n.4lti, ttf6 
$6,407,000 
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TABLE G 

FROJECI' ACfIVITI BUIn:T 

FY 85	 FY 86 FY 87 FY 88 FY 89 FY 90 

1.	 Strategic 3IM 31M lIM lIM lIM 1Rof 
P1armi~ 58,000 62,000 22,000 23,000 24,000 26,000 . '215,000 

, ,	 
I • 

, nr,'s" ,"',\'.""" ;oc",ss""!",,, • t ,I'te.'"," ··c' ..••. 1 CIO'I'" Of , " , , , .. . r. 

2.	 Training 
a. lDng Term	 272,000 419,000 528,000 198,000 o 1,417,000 
b. Short Term 73,000	 64,000 41,000 45,000 49,000 45,000 317,.000 
c. Placement and I, 734.060 
backstopping costs 
(11.51 training costs) 8,000	 39,000 53,000 66,000 28,000 5,000 199.000 

In-House 1 IM 1 IM 1 1M lIM lIM 
.19.•0.00 i'&,og 2~,Ooo 

6~,&,og 24.000 109,000
1tRr,lDT	 3 , 5~ ,hOb , 2~~,OOD 50, bOO 2,l142,wa 

, . ,

3. Consulting' . ! , , • •• , • « •• ". 3 Hi . , , , , , ,, «' .,. Of m'...,,,! • 2' Hoi • t' "It pt.i . , , t • , I' i=!-I . . . n 1 Rtf ' , , . \, , 

Program 58,000 41,000 44,000 23,000 24.000 26.000 216,Ooo~ 
"T4-.--:Re':!-sear..c=-'h • · ' ' · • ' · ·.&;·3~·'"::·IM~?~· · • • · · "'::'2t"'t":::H~~i~· ' · ' • "-'~i-=':'Rof::::'~' • • • •..·"":·1':'-·'"'=R.t~ ~l""""=Rtf~--~---:·l::"'· -:Rof~--------- , ·_\6-'	 ..

Progrsn	 58,000 41,000 44,000 23,000 24,000 26,000 216,000 

Equip 
Books 80,000 

Journal 35,000 
Lib Equip 15,000 

~. Tenninals ,40,000 
.s.,y,b:s.tpMij	 Oi1,OO'O 170.000 

! ~'.ttJn 24.0008,	 211,ttJb ~86.mn 
• « • • • • ••• « , I , , , « « • , , « • • • , • c. •• ·r • • , « • • • , • • « •• • • , • , ' , • •• " t...." , .• . d d • : , ,or , • , • , • • t. n """'. , , • , • , • ,'t "" •• I 
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TABLE G 

FY 85 FY 86 FY 87 FY 88 FY 89 FY 90 

5.OJtreach 
Program 
A. OJtreach I 

1.	 TA 1. 251M 1.75at 1. 251M 1.75lM 1.25lM 1.01M 8.25R1 
8,U5 U,250 10,000 14,875 11,250 10,000 66,500 

2.	 Trg 7.5lM 7.5lM 7.5lM 7.5EH 7.5lM 7.51M 45R-f 
7,500 9,075 9,982 10,980 57.,,865(}2,g78~'~&g(13,625) (2, ) (19,075) (24,~i7) (22,~30) 2, 78) (124,365)

16,000	 21,000 19,000 25,000 22,000 22,000 125,000 
, ,o , ,n, 0 " ss,. tn, ,	 , " ". , . , , t t, , 0 n , to·, , , c, o , In Fe •• den • ' 

B. OJtreach II 
1.	 TA 2.0lM 2.50lM 2.0lM 2.501M 2.0lM 1.5R-f 12.5R1 

13,000 17,500 . 16,000 21,250 18,000 15,750 101,500 
2. Trg	 40lM 40lM 40lM 40lM 40lM 40R-f 240m 

40,000	 4!+,WO 4.8",00 53,240 58,,564 6.4,,420 308,624 \ 
<'S3,O(X)	 (6r,50l» (64,4im) <14,m) <'6,564) (80, i10) (41(},124) ~ 
53,000	 62,000 64,000 74,000 77,000 80,000 410,000 

so" ,	 • n, , ,
" 0 • t 'd'"ott	 , , .. c·.·.·.' 

\ 
n 

c.OJtreach III 
1. Trg 30lM 

30,000 
30lM 

,33,000 
301M 

36, 0,00 
301M 

40,000 
30EM 

44,QOO 
30EM 

48,000 
180R-f 

231,000 

Totals (98,625)
99,000 

(115,000) 
116,000 

(119,475)
119,000 

(139,347)
139,000 

(142,794)
143,000 

(150,248)
150,000 

(765,489)
766,000 

, ,	 0' " , t, , , 00" t t ; , e , ! t" •• ' • • , , tOt f ,	 • , • 
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TABLE G 

6. Evaluations 
A. 2 evaluations

each 2 weeks 
in duration 
a. 1986 
1) 2 people

salary 
282 per day
x12x2
6768 

2) 100% overhead 6768 
3) Per Diem 

x l35x 2x30-8l00 
Travel 
2900 x 2= 
5800 

27,436 or 27,000 and 
in 1990 35,000 

27.000 35,000 62,000 \ 
~ 

7. General 
Conti~ency 52.000 52,000 52,000 52,000 52,000 53,000 313,000 

~ 

Totals 

, . •••• 'CD "C, 

425.000 
• ., G' , , • c 

no'" 

,t, n • 

In sl .,,',,' 

905,000 
n , , n , , , n n' c, 

"., 

816,000 

, , 

, . 

, , • 0 C • , • 

922,000 566,000 
.. , 

366,000 4,000,000 
. , 

1M = Person tbnths 



- 33 -

TABLE H
 
PARTICIPANf mINING BUOOET (USAID ~)
 

Academic Year 1984/85 1985/86 1986/87 1987/88 1988/89 1989/90 

Short Term 12 1M x b 10 1M x c 6 1M x d 6 1M x e 6 PM x f 5 IM x g 45 PM 
72,504 64,040 40,728 44,802 49,284 45,175 316,533 

,co c,c" ••• ,.) ..... ,",., '·"'1 "0" .1,.e.,I, 't' ", de """. _, II ' ''. ,,_. , 'r'.'" . So c_. 

Lo~ Term 5 MA x c 10 MA x d 13 MA x e 8 MA X f 18 MA 
123,595 262,020 361,062 197,752 944,429 

6 PhD x c 6 PhD x d 6 PhD X e 0 6 PDH 
14,a.,~ 1~7,,612 166".694 472,170 
271,~0§ 419,232 527,706 197,752 1,416,599 

c,',,! ••• , .... .., •• ,.", •• , •• ,.'.,', ••• ,., ,',.",.". -'-••• 7 ••••••••••• '. "'!" "n! • • T' _at """",, m", 

LT + Sf ,. 72,504 335,949 459,960 572,508 247,036 45,175 
1,733,132 

_____ ' ' ' ~ ' ' ' ' ' ' ' ...-- ' ' ' ' ......-'_, f ~ ... 

Short Term Costs 
Per person m::>nth 

Long Term Costs 
Per Person Year 

a. 
b. 

1983/84 - 5700 
84/85 ,. 6042 

a. 
b. 

1983/84" 22,000 
84/85 .. 23,320 

c. 85/86 - 6404 c. 85/86 - 24,719 
d. 
e. 
f. 

86/87 - 6788 
87/88 - 7467 
88/89 - 8214 

d. 
e. 
f. 

86/87 == 26,202 
87/88 .. 27,774 
88/89 == 24,719 

g. 89/90 == 9035 g. 89/90 == 26,202 

English Language Traini~, if needed, 
@ avg cost of FY 85 - 2,OOOx12j FY 86 

English Language Training, if needed, 
@ avg cost of FY 1985 .. 4,OOOx11; 

2200x10; FY 87 == 2420x6; FY 88 ,. 
2262x6; FY 89 - 2928x6 j FY 90 == 
3221x5 will be paid by LPIM for 

FY 86 == 4,40Ox5j FY 87 ,. 4,840x8 
will be paid by LPlM for a total of 
$105,000 

a total of $108,000 
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TABLE I 

ESl'IMt\TED M)NmLY CD51'S FOR CDl&JLTANT SERVICES 

us Consultants 

FY 85 FY86 FY87 FY88 FY89 FY 90 

l.l-ilx daily 
rate$266x24-6385 
2.PerDiem 
123x30 -3696 
3.RI' Air 
Fare ..2900 
4.08 lOot of 
Salary -6385 

xE6i~~6 
20,527 21,759 23,065 24,449 25,916 

LPPM Consultants 

FiB5 FY86 FY87 FY8B FY89 FY90 

l.Max Daily Rate 
$200x24z 4,800 
2.Per Diem 
$50x3~ 1,500 
3.RT Air Fare 

200 
6,500 

x lOh 7,150 7,865 8,651 9,516 10,468 
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Implementation Plan 

A. Institutional Arrangement 

LPlM has appointed one person to manage each of the five project 
elements and a proje-f:t coordinator. 'D:Jese five, plus the LPPM 
coordinator and the LPH1 managing dire::tor, will constitute the project 
steering committee. The committee will be responsible for project 
direction and will make quarterly reports on project progress to AID. 

B. Contracting 

The contract~ for both participant backstopping and technical 
assistance will be provided for iu a contract(s) between LPlM and the 
selected cootractor(s). The contract(s) will be caupetitively bid and 
will be governed by the rules and regulations found in AID Handbook 13. 

The anticipated scope of work for the contract(s) is as follows: 

The contractor will be required to provide services to the project 
in two general areas, participant placement and backstopping and the 
provision of short term consultant services. 

1) Scope of Services for Participant Placement and Backstopping 

a) long Term . 
The contractor will be required to place and backstop 18 MA and 6 
;:'hJ) participants for a total of approximately 648 person mnths of 
total l~ term training. The contractor will be required to assist 
the LPPM director of project training in locating apppropriate lo~ 
t~~ pro~ams and institutions, to assist the participants with 
testing and placement f~lities, to arraqge English language 
training, if necessary; to provide logistical pre-departure 
formalities; and to provide follow-up assistance to participants 
while in training in the US. 

b) Short Term 
The cootractor will be l'equil'ed to place and backstop approximately 
45 participants for a total of approximately 45 person mnths. The 
contractor will be required to assist the LPlM director of training 
to locate appropriate short teIID prograos and institutions; to 
assist participants with testing and plac~~t focnalities; to 
arl'ange English language training, if neces~QTY; to provide 
logistical pre-departure formaliti~s; am to 'provide fo11~up 
assistance to participants while in training .in the us. 
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2) ScpBe,.of ,~vices Jor	 ,Sho,r.t Term Consultant Services 

The cootractor will be required to respond to LPlM request for 
consultant services (and in some cases for specific consultants) in the 
following areas with the followiQg durations: 

1.	 Strategic Plannirg 10 Person ltbnths during 
life of project 

2. Institutional Consulting 
Developnent	 10 Person r-kmths during 

life of project 

3. Institutional Research 
Developnent	 10 Person Months during 

life of project 

4. Training Assistance 
Developnent	 5 PerSOl1 l-t>nths during 

life of project 

The contractor will be required to provide at least two candidates 
for each of the four consulting areas listed above. The consultants will 
be required accord ing to the following schedule: 

FY 85 FY86	 FY87 FY88 ·FY89 FY90 

Strategic 
Plaming 3PM lPM lPM 

Consulting 
Services 31M 2PM 2PM lPM lPM lPM 

Research 3IM 2IM 2IM lIM lIM lPM 

Training 11M lPM lPM lPM lPM 

The specific teImS of reference for each consultancy will be 
prepared aptXoximately three 1JlOOths prior to the time the cCXlSultancy is 
scheduled. nJe to the need for the section heads to assess needs in 
relation to the project, the specific scopes of work will be coostructed 
with the LPlM project coordinator and project section heads after 
implementatioo is beglm. However for purposes of analyzing contractor 
proposals, the following il1ustrative (to be agreed to by both LPlM and 
USAID before requests for proposals ar~ issued by LPlM) evaluation 
criteria are suggested: 

1)	 Strategic plaming consultancies 
The proposer will offer as candidates for this activity the 
nSDeS of at least two individuals who will be available 
throughout the life of the project or the nanes at least two 
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individuals for each six consultancies. - These iOO ividuals will 
have advanced degrees in institutional planning or related 
fields ClJd at least ten years of experience, with a minimum of 
three years in international work in the area of institutional 
planni~. For purposes of proposal evaluation, the following 
will be the general areas of work expected of the planning 
consultancies. 

a} Assist the I·PPM planning team to prepare market analyses of 
areas proposed in the Five Year DevelopDE!llt Plan wi til 
recaDDendations r\'Jr alternative actions and predicted 
consequences. 

b} Assist the tean to produce periodic reviews (during each 
consultancy) of lPlM's implementation plans for its current 
Five Year Developnent Plan with reeemnendations for alternative 
actims ClJd predicted consequences. 

c) .~sist the tean to produce financial projections in 
conjunction with revisims to the implementation plans for its 
current Five Year Developnent Plan. 

d} Assist the team to create an lPlM management information 
system. The system will cover institutional activities in the 
following divisions: 

l} traini~ and developnent
2} consultancy division 
3) MBA division . 
4) small enterprise developnent divisim 
5) language training division 
6) multi~ia division 
7) research division 
8) operati<X1S and management division 
9) other activities that may be added at time of 1UR. 
prepvl:ation. 

The design of the system will be canpleted during the first 
three mnth consultancy. Periodic refinenents will be produced 
during later c<X1Sultancies. 

e) Provide and/or rec. i1"ed other sources of training to 
selected LPPM staff IJlEIIbers in skills related to the 
developuent and analysis of institutional plans. 

2)	 Consulting services 
The proposer will offer as candidates for this activity the 
NIlES of at least two ind ividuals who will be available 
throughout the life of the project, or the nsnes of at least 
two individuals for each of the six consultaneies. These 
individuals will have at least ten years of work experience in 
consulting or related fields, with a minimuD of three years in 
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international consulti~. The general areas of work expected 
of the consulting services division consultancies are as 
foll(lo1s: 

a) Assist the LPEM consulti~ services division staff to 
assess differing institutional and professional approaches to 
consulting services and make recommendations as to choices. 

b) Assist the division staff to design and implement market 
penetration plans for the agreed upon approach. 

c) Assist the division staff to design and implement a skills 
inventory am manpower developoent plan. 

d) Provide and/or recwmeud other sources of training for 
selected staff. 

e) Assist the division staff in making f·eriodic ch~es and 
adjustments to its plans and activities. 

3)	 Research 
The proposer will offer as candidates for this activity the 
names of at least two irxlividuals who will be available 
throughout the life of the project, or the nElDeS of at least 
two irxlividuals for each of the six consultancies. These 
individuals will have at least an advanced degree with special 
emIfJasis in business related research III!thodologies, a min:imJm 
of ten .years experience in business research, with a minimun of 
three years in international business research. The general 
areas of work expected of the research consultancies are as 
foll(lo18: 

a) Assist the LPEM research division staff to construct and 
periodically review lmd aoend if necessary, implementation 
strategies for its strategic mandate. 

b) Assist the division to prepare and periodically adjust a 
skills inventory and manpower developDCnt plan. 

c) Assist the division to design and implement research 
capabilities in the general areas of smll enterprise 
developnent and Indonesian style'S of management. 

d) Provide ard or recwmend other sources of traini~ to 
selected staff. 

4)	 Training 
The proposer will offer as candidates for this activity the 
names of at least two irxlividuals who will be available 
throughout the life of the project, or the nElDeS at least two 
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individuals for the ten consultancies. These individuals will 
have advanced degrees in business am/or'related fields, at 
least five years of teaching experience at the university 
level, am a minimun of one year of overseas work in teachi~ 
and/or other business related activities. The general areas of 
~k expected of the traini~ consultancies are as follows: 

a) To design and offer to up to 30 LPIM staff per occasion two 
seminars per year for five of the six project years. The 
seminars will be on selected management and education tOiJics 
that will be identified by the LPlM project coordinator three 
mnths prior to their being offered. 

3) Illustrative Evaluation Cri teria for C?.,~titive Procurement 

a) DeIoonstrated experience and proven caupetence in placing foreign 
students in both l~ am short term ttaini~ programs in US education 
and training institutions. 

b) DeDmstrated experience in testi~, preparing, providi~ 
logistical pre-departure f~lities and follow-up backstopping for 
foreign students in US educational am traini~ institutions. 

c) DeIoonsttated capacity to either provide fran its own resources 
or to sub-eontract persomel identified by LPlM for short term 
consultancies in areas identified above. 

d) Contractor' s umerstandi~ of services to be rende~ed as 
dE!lJD1Strated by its plan to execute the services, its cCJJlllents in 
response to the RFlP, am by the experience am qualifications of 
individuals designated to implement the contract. 

c. Implementation Schedule 

06-01-84 1. Project authorized by t&ID/Jalcarta 

06-15-84 2. Project ~reement signed 

07-15-84 3. First disbursement 

07-15-84 4. LPIM solicitation of proposals 

08-01-84 5. First LPIM participants (six MAs & foc-' PhDs) depart 

09-01-84 6. Proposals received 

10-01-84 7. Contractor selected 

11-01-84 8. Contract negotiated am signed 
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01-07-85 9. Contractor begins. work 

02-15-85 10. Three month p1armi~ consultancy begins 

04-15-85 II. Three mnth consulting services consultancy begins 

05-01-85 12. Three month research consultancy begins 

06-01-85 13. PlL for reimbursement procedures for local purchases 
prepared 

08-01-85 14. First USAID sponsored participants (five MA & six FhD) and 
remaining LPHof (eight MAs) participants depart 

10-01-85 15. PlO/G for books 

12-30-85 16. Purchase of equipnent on local market cOOlpleted 

03-01-86 17. Three IIIlllth plarming consultmx:y begins 

05-01-86 18. Two mooth consulting services consultancy begina 

06-01-86 19. Two mnth research consultan:y begins 

07-01-86 20. Mid term project evaluation 

08-01-86 2I. Five MA participants depart 

09-01-86 22. Six MA participants return 

08-01-87 23. Eight MA participants depart 

03-01-87 24. <Ale mooth planning consultancy begins 

05-01-87 25. Two IJI)[lth consulting services consultancy begins 

06-01-87 26. 'IWo mmth research consultancy begins 

09-01-87 27. Thirteen MA and four PhD participants return 

03-01-88 28. <Ale mooth planning consultancy begins 

05-01-88 29. <he mnth consulting services consultancy begins 

06-01-88 30. <Ale mooth research consultancy begins 

08-01-88 S'l. Five MA and six PhD participants return 

03-01-89 32. CiJ~ mooth planning consultancy begins 
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05-01-89 33. (he IIDnth consulting services consultancy begins 

06-01-89 34. One ID<X1th L'esearch coosultancy begins 

08-01-89 35. Eight M\ participants return 

03-01-90 36. (he ID<X1th planni~ consultancy begins 

05-01-90 37. (he nDnth consulting services consultancy begins 

06-01-90 38. (he month research consultancy begins 

06-01-90 39. Final evaluation 

D. CoDlllXlity Procurement Procedure_ 

All carmodities, except books, will be procured locally. The books 
will be ordered t;hrough a separate PlO/e that will be prepared by 
10-01-85 and that will fund periodic (estimated to be completed over a 
period of 24 IIDnths) book orders. The locally procured equipnent will be 
cauposed of the followi~: 

1) Four micro ccmputers 40,000 
2) Library shelves, display cases and readers 15,000 
3) Professional journal-subscriptions 35,000 
The US procured books are budgeted to cost approximately 80,000 

170,000 

All AID financed cClllllXiities will be procured in accordance with tb~ 
rules ani regulations of AID Handbook 13. The LPRof procurement of 
camxxlities financed with project funds will be reviewed according to the 
procedures outlined in the above referenced handbook. Further details of 
this process will be the subject of periodic Project Implementation 
Letters (PlLs). 

E. Financial Procedures 

SPeCification of financial caDDitment procedures will be detailed in 
periodic Project Implementation Letters (PlLs). 
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PART V. S~IAL ,$QVISIORi 
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Special ,I1,Q'6s,ions 

(a) Source aOO Or igin of Goocls and, Services 
Qxxis and services, except for ocean shippirg, financed by A.I.D. 

uOOer the Project with grant funds shall have their source and origin in 
the United States and Indonesia, except as A.LD. may otherwise agree in 
writirg. O:ean shipping financed by A.I.D. under the Project shall, 
except as A.LD. DBy otherwise agree in writi~, be financed only on flag 
vessels of the thited States. 

(b) Financ,i!6 .S,tateme~~ 
The Grantee shall provide an aooited financial statement executed by 

a local auditing firm acceptable to A.I.D. on an annual basis. 

(c) ;Evaluations of Candidate,s_
 
The Grantee shall provide evaluatioos and reccmnendatialS of
 

proposed recipients of project assistance in the {)Jtreach I aOO II 
portion of the Project to AID. 

(d) Train~ 
Prior to t initiation of training the Grantee shall agree to 

provide: 
(d.l) A training plan and selection criteria which relate each 
participant's training to that of the institution's goals and 
and objectives as found in the LPIM Five Year Plan. 

(d.2) The Grantee shall require of each participant the signing 
of a five year post training eq>loyment contract with LPIM. 

(e) Prior to the sending of long-term participants, the Grantee 
shall sul:mit to AID for its approval a detailed staffing plan that 
demonstrates how the jobs perfomed by those naninated for trainirg will 
be performed during their anticipated absences. 

(f) P,rpjec~ Evalus,tion 
Except as oilierwise agreed to by A. I.D., the Grantee shall agree 

that a mid-term and final evaluation will be financed by project ftmds 
and will occur at the end of Project years two and six. 

(g) .PJ:pgr.e;J,,~ Re~ts 
nJring the lile othe project, the steering camlittee will make 

quarterly progress reports to A.I.D. 
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PART VI., E;VALpAT,IOJ{ ,PJ./,N 
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Evaluation Plan 

The critical measure of project success is the extent to which LPIM 
develops and expands as an institution. In order to measure and assess 
this developoent, a management information system will be established by 
the end of the first consultancy of the strategic planning advisor. This 
system will be designed to produce base line data and periodic indicators 
of advancement in the five areas of project involvement: strategic 
planni~, consulti~, research, outreach and traini~. Information 
gathering, after the system is in place, will be the function of the 
research department and will be provided quarterly to the project 
steering camdttee and AID. These quarterly reports will form the basic 
project IOOt1itori~ infonnation system. 'Ibis infonnation will be used for 
both project nDlitoring and decision making and periodic (1986 and 88) 
project evaluations. The larger evaluation exercises will also require 
the canpi1ation and analysis of additional infOIlDBtion, the nature and 
scope of which will be determine at the time of the evaluation. 

A mid and final project evaluation (funds provided in project 
blXiget) will be cooducted in order to measure progress in the five 
project activities. Each evaluation is budgeted for two weeks. 

Although a IOOre detailed management. information system will result 
from the first planni~ consultancy, and this system will form the basis 
of the information system that will be used to provide monitori~ and 
evaluation infOIlDBtion, the basic measures against which project success 
or failure will be judged are outlimJbelow. It is expected that at 
project tetmination the outputs listed will have been produced 

1) Traini~ 
a) 10 IhDs 
b) 32 MAs 
c) 45 person months of short term training 
d) 300 participants in professional development seminars 
e) 465 person months of traini~ for small business consulting. 

(Each long tenn trainee will work fx LPR1 for at least 
five years after traini~ is completed.) 

2) Technical Assistance 
a) Strategic Planni~ 

10 person IOOnths of technical assistance will have been 
produced, the result of which will be a revised, 
sustainable and relevant institutional plan that 
identifies str~ths and weaknesses of LPlM, specifies 
iq>lementation strategies and provides a management 
info~tion system that identifies measures of 
institutional achievements. 
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b) Consulting Program 
10 person months of technical assistance will have been 
produced, the result of which will be a consulting 
department that is institutionally inte~ated and 
canp1ementary to LPFM's other activities and is 
producing a project total increase in incane of 
at least 300'%.. 

c) Research Program 
10 person months of technical assistance will have been 
provided, the result of which will be a planned and 
institutionally integrated research department 
concenttati~ on small enterprise developneIlt and 
identification of Indonesian styles of management and 
produci~ a project total increase in output of at least 
2001. 

d) <lItreach 
d.1	 Outreach I 

Up to three management institutes will have received up to 
eight person mnths of LPR1 technical assistance and up to 
45 person months of LPPM training in the design and 
implementatioo of short management training courses. Each 
insitution will offer at least one of these courses per 
year. 

d.2	 OJtreach II 
Up to six institutions assisti~ small business development 
will have received up to 13 persoo mnths of LPPM technical 
assistance and up to 240 persoo months of LPPM traini~ in 
the design and Unplementation of small business development 
courses. Fach institution will offer at least one of these 
courses per year. 

d.3	 <lItreach III 
Up to 210 person months of traini~ in LPPM's Sna1l 
Business Consultant Developoent Course will have been 
provided to Indonesian private and voluntary organizations. 

3) ('amxxfities 
-Up to the followi~ will have been placed in LPPM's library and 
other appropriate institutional departJnents. 

a) Books 4,000
 
b) Journal subscriptions 150
 
c) &Iuipoent
 

c.l	 Micro fiche readers 2 
c.2	 Book shelves 16 
c.3	 Display rack 1 
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1m ecooCJDic analysis of this project has not been done becatme of 
the lack of relevant data. However, th€ setting up of the management 
infonnation system will produce the type of data necessary to do post 
project start up analyses of the ecooanic returns of project activities. 
In particular, the returns to invesbDent in human capital will be traced 
and analyzed. 

The task of designing and organizing the management information 
system will be the responsibility of the strategic planning consultant. 
Essential parts of the system will involve questioonaires from the 
trainers and students that identify the perceived value of the courses to 
them, interviews with students' employers and tracer studies (Which will 
be crntim.ed by 12lM after project tetmination). The tracer studies will 
follow the courses and earnings of present and past graduates of LPR1 in 
relation to a control group. 

The management information system will be in place by the end of: 
project IIJ)nth nine. It is expected that by the end of project IIJ)nth 
twenty-four, sufficient data of the type described above will have been 
produced ~o prodlCe an econanic analysis of returns to investment in 
bLlDBn capltal. 

(1X>c. 3045A) 
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lEMBAGA PENDIDIKAN DAN PEMBINAAN MANAJEMEN ~/'f 
(INSTITUTE FOR MANAGEMENT EDL(AllON AND DEVELOPMENT) 

GE~G "BINA MANAGEMENT" . TELEPON l7S}()q 
jALAN MENTENG RAYA 9 . TROMOl POS ~27. JAKARTA PUSAl 

TelEX: 44627 PEPEEM IA CABlE ADDRESS: BINAMANAGEMENT 

No. 080/DU/IV/84 24 April 1984 

William P. Fuller - Director 
USAID 
JI. Medan Merdeka Selatan 4 
Jakarta Pusat 

Dear Mr. Fuller, 

Following our discussions, may I formally request US/AID financial and 
technical assistance to implement a new LPPM project. The objective of 
the proj ect is to develop and expand LPPM' s capar.i ty in the area of 
management edur.ation, so ~hat our Institute will be able to contribute 
more effectively to Indonesia's growing demand for properly edur.ated 
and trained managers. 

The ar.tivities that will be financed under this project are: 

a. Strategic Planning 

"''-lis will involve the design and scheduling of a 15 month MBA 
l:ourse, embracing twelve month's classroom instruction and three 
month' s business internship; the review and analysis of strategir. 
r.onsiderations in our researr.h, consulting and outreach programs; 
and the planning of the use of avaiJable professional manpower, to 
ensure that LPPM's r.urrent ar.tivit1es r.ontinue, whilst selected 
staff are sent overseas for long periods for post graduate studies. 
This, in turn will engender the need to establish some clearly 
defined priorities. 

b.. Staff Development: 

42 professional staff will be sent for long term study overseas. 
Thirty-two of these will study in master's programs and ten in 
Ph.D programs. AID financing is requested to provide finance for 
18 master's participants and 6 Ph.D partir.ipants. LPPM will 
provide funding for 14 master's and 4 Ph.D's. Bi-annual seminars 
will be held at LPPM with the objer.tive of up-grading approximately 
60 professionals per year by their continual participation in these 
seminars over about five years. Some 45 LPPM staff will be sent 
overseas for approximately four weeks each to study a variety of 
subjects such as researr.h methodology, currir.ulum design, exer.utive 
development programs, and the marketing of r.onsulting servir.es. 

~\
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c. Expansion of Consulting Services: 

As a result of the above overseas training, within the six year 
life of the project, LPPM will increase its consulting staff to 
twenty-five professionals, the majority of whom will be skilled in 
handling marketing and feasibility studies, as well as other 
management consultancy disciplines; the objective is to 
considerably increase LPPM's capacity and ability to win consulting 
assignment bids to approximately three times the current level of 
activity. 

d. Regional Institutional Development 

LPPM's outreach program embraces two aspects: the long term de
velopment of two carefully selected regional institutes; and the 
stimulation of other regional institutes, specifically by 
up-grading tneir ability to assist small business. 

- Long Te~~ Development 
! 

This program has two segments: 

Segment a)	 the design and scheduling of one three ~1onth 

institutional development course at LPPM Ja
karta. Five fellowships will be awarded to 
each of the two selected institutes to 
enable their staff to participate in this 
course; 

Segment b)	 LPPM will assign senior staff members as 
consultants to these two regional 
institutes. These consultants will visit 
the institutes as and when considered 
necessary for up-grading institutional 
ability. 

- Institution Stimulation 

LPPM will establish a fellowship program permitting sixty 
representatives of regional private institutions to attend the 18 
weeks small business appreciation course. This course has three 
segments: 

Segment a)	 a 13 week introduction to small:'business' 
loan economics, surveying,accounting, 
auditing, and small business economics; 
followed by 

Segment b)	 3 weeks of teacher- training to assis t 
participants mature as successful 
instructors capable of imparting their 
kno~ledge to others; followed by 

Segment c)	 a 2 we~k course c~vering the basic factors 
for successful institutional development. 
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e. Research Development 

Research will be carried out to provide information on Indonesian 
management styles, an" case studies will be drafted. LPP~" s 
pUblication department will determine methods to increase its 
output by 200% during the lifetime of the project. LPPM's library 
will be expanded; and the computer hardware and software facilities 
will be increased. 

The funds reqUired to carry out these activities amount to 
approximately US$ 6,400,000. LPPM is able contribute US$ 2,4 
million towards the expense of the project's activities to cover staff 
salaries, research, computer and library purchase costs, and local 
training, and it is hoped that US/AID will be able to provide the 
remaining financial support of US$ 4,0 million. Without US/AID 
support, LPPM will not be able to carry out this nationally important 
yet private sector program. 

I look forward to hearing from you on this matter, and if any points 
require clarification please do not hesitate to ask. 

Kind regards. 

sincerely, 

Ir. J. Sadiman 
President Director 

JS/ve 
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PROJECT AUTHORIZATION 

INDONESIA	 PRIVATE SECTOR MANAGEMENT
 
DEVELOPMENT PROJECT
 
PROJECT 497-0345
 

1.	 Pursuant to Section 105 of the Foreign Assistance Act of 1961, as 
amended, I hereby authoriz~ the Private Sector Management Development 
Project (the "Pl:oject") for the Republic of Indonesia, through a 
grant to the Yayasan for Management Education and Development (the 
"Grantee") involving planned obligations of not to exceed $4,000,000 
in grant funds over a five year period from the date of signing of 
the grant agreement, subject to the availability of funds in 
accordance with the A.I.D. 'OYB/allotment process, to help in 
financing foreign exchange and local currency costs for the Project. 
The planned life of the project is six years from the date of initial 
obligation. 

2.	 The Project will assist the Grantee to expand its capacity to produce 
private sector business managers in Indonesia by assisting the 
Grantee to strengthen its institutional development. This will be 
accomplished ~ strengthening the Grantee's strategic planning 
process and products, providing overseas and in-country training for 
its staff, restructuring and strengthening its consulting services 
division, strengthening its outreach division, and strengthening its 
research division. 

3.	 The Project Agreement (Operational Program Grant), which may be 
negotiated and executed by the officer to whom such authority is 
delegated in accordance with A.I.D. regulations and delegations of 
authority, shall be subject to the following special provisions 
together with such other terms and conditions as A.I.D. may deem 
appropriate: 

(a)	 Source and origin of Goods and Services 
Goods and services, except for ocean shipping, financed ~ 

A.I.D. under the Project with grant funds shall have their source and 
origin in the United States, except as A.I.D. may otherwise agree in 
writing. Ocean shipping financed ~ A.I.D. under the Project shall, 
except as A.I.D. may otherwise agree in writing, be financed only on 
flag vessels of the United States. 

(b)	 Financial Statement 
The Grantee shall provide an audited financial statement 

executed by a local aUditing firm acceptable to A.I.D. on an annual 
basis. 

(c)	 Evaluations of Candidates 
The Grantee shall provide evaluations and recommendations of 

proposed recipients of project assistance in the Outreach I and II 
portion of the Project to A.I.D. 
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(d) Training 
(1) Prior to the initiation of training the Grantee shall agree 

to provide a training plan and selection criteria which relate each 
participant's training to that of the institutions's goals and 
objectives as found in the Grantee's Five Year Plan, and to require 
each participant to sign a five year post-training employment 
contract with the Grantee. 

(2) Prior to the sending of long-term participants, the Grantee 
shall submit to A.I.D. for its approval a detailed staffing plan that 
demonstrates how the jobs performed by those nominated for training 
will be performed during their anticipated absences. 

(3) Project Evaluation 
Except as otherwise agreed to by A.I.D., the Grantee shall agree 

that a mid-term and final evaluation will be financed by project 
funds and will occur at the end of Project years two and six. 

( 4) Progress Reports 
During the life of the project, the steering committee will make 

quarterly progress reports to A.I.D. 

Signature:.£Lr~~ 'RObertK. Clark 
Acting Director 

Date 

Clearances:	 PRO:MBONNER: (in draft) 
~ED:TMYERS: (in draft) 
FIN:RMcCLURE: (in draft) 

,cc
Drafted:LA:LChiles:mai, 06/01/84 
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Listed below are statutory criteria applicable generally to projects 
under the. FAA arxl project criteria applicable to irxlividua1 fundi~ 
sources: Deve10pnent Assistarx:e (with a subcategory for criteria 
applicable only to loans); and Econanic Support Funds • 

.;:;:GENERAL~;;..;;;..;;;;;~CR~::.~. FOR ,PROJECT 

l-
FY 1984 Appropriation Act; Sec.
 
523 ; FAA Sec. 634A; sec.
 
653(b). 

(a) Describe how authorizing and The project appeared in the 
Appropriations Committees of IT 84 CP (Asia Vo1une, 
Senate arxl House have been or will Annex II, p.79) and FY 85 CP 
be notified corx:eming the (Asia Vo1LJDe, Annex II p.87) 
project; (b) is assistance within 
Operatiooa1 Year Budget, country or 
internatiooa1 organization a11ocatioo 
reported to Congress (or not more than 
$1 million over that BlIDunt)? 

2.	 FAA Sec. 611(a) (1).
 
Pr ior to obligation in Yes
 
excess of $100,000, will
 
there be (a) e~ineeri~,
 
financial other plans
 
necessary to carry out the
 
assistance and (b) a
 
reasonably firm estimate
 
of the cost to the u.S. of
 
the assistance?
 

3.	 FAA Sec. 611(a)(2). 
If further legislative No further legislative action 
action is reqUired within is reqUired. 
recipient country, wrat is 
basis for reasonable 
expectation that such 
action will be canp1eted 
in time to permit orderly 
accanp1istment of purpose 
of the assistance? 

4.	 FAA.Sec. 611(b); FY 1982
 
~~inuiIK Res.2~u,titon Sec. e
 

II for water or water N.A.
 
related land resource
 
construction, has project
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. met the standards and 
criteria as set forth in 
the Principles and 
Standards for Plaming 
Water and Related Land 
Resources, dated October 
25, 1973? 

5.	 FAA Sec. 611(e). If 
project is capital 
assistance (e.g., 
construction), and all 
U.S. assistance for it 
will exceed $1 million, 
has M[ssion Director 
certified and Regional 
Assistant Administrator 
takeninto consideration 
the country's capability 
effectively to maintain 
and utilize the project? 

6.	 FAA Sec. 209. Is project 
susceptible of execution 
as part of regional or 
multilateral project? If 
so why is project rot so 
executed? Information and 
conclus ion wile ther 
assistance will encourage 
regional deve10pnent 
prograDE. 

7.	 FAA Sec. 601(a). 
Information am conclusions 
whether project will encourage 
efforts of the cOlntry 
to: (a) increase the flow 
of international trade; 
(b) foster private 
initiative and competi
tion; and (c) encourage 
developn!l1t and use of 
cooperatives, and credit 
unions, and savings am 
loan associatials; (d) 
discourage mooopolistic 
practices; (e) improve 
technical efficiency of 
industry, agriculture and 

N.A. 

The project will encourage
(b), (d) and (e) 



·commerce; and (f)
 
. streq;.then free labor
 
lmioos.
 

8.	 FAA Sec. 60l(b)
 
lnfonnation and conclusions
 
on how project will en

courage U.S. private trade
 
and investment abroad and
 
encourage private U.S.
 
participation in foreign
 
assistance prograos
 
(including use of private
 
trade channels arxl the
 
services of U.S. private
 
enterprise.)
 

9.	 ~AA Sec. 6l2(b), (636(h) i
 
rt 1982 Appropriation Act
 
Sec. 507. Describe steps
 
taken to assure that, to
 
the maxiIIun extent possible,
 
the Co.:i1try is cootribut

ing local currencies to
 
meet the cost of cootrac

tual and other services,
 
and foreign currencies
 
owned by the U.S. are
 
utilized in lieu of
 
dollars.
 

10.	 FAA Sec. 6l2(d). Ibes the U. S. 
am excess foreign currency 
of the C<U1try and, if so, 
what arra~ements have 
been made for its release? 

11.	 FAA Sec. 60l(e). Will the 
~oject utilize competi
tive selection procedures 
for the awarding of 
contracts, except where 
applicable procurement 
rules allow otherwise? 

12.	 FY 1982 Appropriation Act 
~. 521. If a9sistsnce 
is fer the ptodLlCtion of 
any ccmnodity fae export, 
is the ccmoodity likely to 
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The	 project will encourage 
U.S. participation in the U.S. 
foreign assistance program. 

Normal project disbursement 
procedures assure this. 

No 

Yes 

N.A.
 

(pO 



, be in surplus on war1d 
markets at the time the 
resulting productive 
capacity becanes 
operative. and is such 
assistance likely to cause 
substantial injury to U.S. 
procedures of the sane, 
similar or cClDpeting 
ccmoocli ty? 

13.	 FAA 118(c) and (d). Ibes the 
project take into account the 
iq)act on the environnent 
and natural resources? If 
the project or program will 
significantly affect the 
global CaIlOOllS or the U. S. 
envirorment, has an environ
mental iopact statement been 
prepared? If the project or 
program will significantly 
affect the envirorment of a 
fore ign country, has an 
environmental assessment 
been prepared? !bes the 
project or program take into 
consideration the problem of 
the destruction of tropical 
forests? 

14.	 ,FAA 12l(d). If a Sahel 
project, has a detetmina
tim been made that the 
goveument has an adequate 
system for accounting for 
and controlling receipt and 
expenditure of project 
funis (dollars or local 
currency generated there
om)? 
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Yes. The project fulfills 
each of the three criteria for 
categorial exemption to Section 
216 analyses. Because of this, 
no Initial Envirorment Exanina
tion, Envirormental Assessment 
cr Envirormental Impact 
Assessment is required. 

N.A. 

\9\
 



B. FUNDINp C1U!EiRJA FOR FROJECT 

1. I2velopoent Assistance 
Project Criteria 

a. FAA Sec. 102(b), Ill, 
113, 28l(a). Extent to 
which activity will (a) 
effectively involve the poor 
in developner1t, by extending 
access to ecooany at local 
level, increasi~ labor
intensive production and 
the use of appropriate 
technology, spreadi~ 
investment out from cities 
to small towns and rural 
areas, and insuri~ wide 
participation of the poor 
in the benefits of 
developoent on a sustained 
basis, using the appro
priate U.S. institutions; 
(b) help develop coopera
tives, eSPecially by tech
nical assistance, to assist 
rural and urban poor to 
help themselves toward 
better life, and otherwise 
encourage daoocratic 
private and local 
goverI1Delltal institutions; 
(c) support the self-help 
efforts of developi~ 
countries; (d) praDOte the 
participatioo of WODen in 
the natiooal econanies of 
developing countries am 
the improvement of waJen I s 
status; and (e) utilize 
and encourage regiCl18l 
cooperatioo by developi~ 
countries. 

b. FAA Sec. 103, lO3A, 104, 
l05,'j26. Does the project 
fit criter.ia far the 
type of fLDis (functimal 
account) bei~ used? 
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The project is designed to 
spread private sector manage
ment traini~ to the provinces 
in order to stimulate more 
effective use of resources and 
greater employment generation. 

Yes 



. c. FAA Sec. 107. Is 
emrbasis on use of 
appropriate technolcgy 
(relatively smaller, 
cost-saving, labor-using 
technologies that are 
generally most appropriate 
for the small farms, small 
business, and small inccmes 
of the poor? 

d. FAA Sec. 110(a). Will the 
recipient COlmtry provide at 
least 251 of the costs of the 
progran, project, or activity 
with respect to which the 
assistarx:e is to be 
furnished (or is the latter 
cost-sharing requirement 
bei~ waived for: a 
"relatively least developed" 
country)? 

e. FAA Sec. 110(b). Will 
grant capital assistance be 
disbursed far project over 
~e than 3 years? If so, 
has justification satisfac
tory to Q>ngress been made, 
and efforts for other finan
ci~, or is the reCipient 
country "relatively least 
developed"? 

f. FAA SEC. 122(b). Ibes 
the activity give reasonable 
pranise of cmtrihJting to 
the developnent of econanic 
resources, or to the 
increase of productive capa
cities and self-sustaining 
econanic graith? 

g. FAA Sec. 281(b). 
Describe extent to which 
program recognizes the par
ticular needs, des ires, aId 
capacities of the people of 
the COlmtry; utilizes the 
the country I s intellectual 
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Yes 

The indigenous PVO that is the 
project counterpart will 
provide at least 251 of 
project costs. 

Yes. Justif ication has been 
male in teIDIS of the non-profi t 
nature of the institution being 
assisted. 

Yes 

The pl:'oject is designed to 
assist in the institutimal 
developnel1t of the recipient 
organization. It also pro
vides training in management 
skills to large nunbers of 
Indonesians. 
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·	 resources to encourage 
institutional development; 
and supports civil educa
tion and training in skills 
required for effective par
ticipation in governmental 
processes essential to 
self-government. 

2. 

a. fAA Sec. U2(b). 
Information ana capacity of 

N.A. 

the country to repay the 
loan, a t a reasonable rate 
of interest. 

b. FAA Sec. 620(d). N.A. 
If assistance is for a~ 
productive enterprise which 
will canpete wi th u.s. 
enterprises, is there an 
agreement by the recipient 
COUltry to prevent export 
to the U.S. of more than 
20t of the enterprise's 
annual production duri~ 
the life of the loan? 
c.ISOCA of 1981 Sec. 724 N.A. 
and • or lcaragua, 

oes e loan ,:tgreement 
require that the funds be 
used to the maxiDun extent 
possible for the private 
sector? !bes the project 
provide for DlCI1itori~ 
under FAA Sec. 624(g)? 

3. Project Criteria ~y for 
Econanic Support 

a. FAA Sec. 53l(a). Will N.A. 
this assistance promote 
ecooanic or political 
stability? To the extent 
possible, does' it reflect 
the policy directions of 
FAA Section 102? 
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· b. FAA Sec. 53l~. 
Will assistanceer this N.A. 
chapter be used for 
military, or paranilitary 
activities? 

c. FAA Sec. 534. Will ESF N.A. 
funds be used to finance 
the ccnstruction of the 
operation or maintenance 
of, or the supplyi~ of 
fuel for a nuclear 
facility? If so, has the 
President certified that 
such use of funds is 
indispensable to non
~oliferation objectives? 

d. FAA Sec. 609. If N.A. 
camiXtiti'es' are to be 
granted so that sale 
~oceeds will accrue to the 
recipient country, have 
Special Account (counter
part) arra~ements been 
made? 
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GRADUALLY ~TO SHIFT ITS PRIMARY JOCUS flOM TBI NEEDS OF
 
SMALL/MEDIUM EUSINESSES TO TBOSI OF TBE LARGER FIRMS. '
 
TBIS COULD BE TBE U~INTENDED RESULT OF TBE MBA PROGRAM
 
PICAUSI MEA GRADUATES TEND TO SIIVE THE LARGER FIRMS.
 
THE PRISTIGOUS MBA PROGRAM MIGHT ALSO DEAW STAFF
 
RESOURCES AtAJ FROM EXISTING LPPM PROGRAMS AND/OR

CREATI THF NEED TO RAISE RESOURCES FROM (AND CAT!R TO)

LARGER FIRMS. WE 3EALIZE THE ~A PROGRAM IS NOT THE MAIN
 
FOCUS OF THF PROJECT, BUT IE ENCOURAGE THE MISSION TO
 
DISIGN TEF PROJECT SO AS TO PRESERVf. LPPM'S FOCUS OF
 
M!ETI~G TE! TRAINING AND MANAGEMENT NEEDS OF TBE
 
SMAtL/MEDIUM FIlMS IN RURAL AS ~ILL AS UREAN AREAS. '
 

C2. JINANCIAL PLAN: PP SBOTILt INCLUDE.! FINANCIAL 
ANALYSIS SHO~I~~ TBAT TE] PROPOSED GF.A~T IS CLEARLY A 
ONI-TIME INFUSION OF RESOURCIS, aND TEAT LPFM ~I1L NOT
 
DIPEND ON AID FOR AtDITIONAL FUNDING.' IN OTHER WORDS, '
 
LPPM SBOULn CONTINUE TO MJiT' ITS, RECURRENT COSTS. FROM
 

, ITS OW N REVENUES. ' . 
. .. 

C3 GOI ROLE AND SUPPORT: PP SHOULD CLARIFY TEAT AID 
GRANT SUFPORT IN TBE PROPOSED AMOUNT TO LPPM HAS TBE
 
rULL SUFFORT, EUT NOT INTERVENTION OJ, THE GOI. PP
 
SHOULD ALSO CLARIFY WHETHER ME~ DEGR!ES TO BE AWARDED EJ
 
LPPM WILL RICEIVE MINISTRY OJ EDUCATION ACCREDITATION. '
 

C4: AID TAX POLICY: THE MISSION SBCULD EXECUTE AN 
AGREEM!NT lITH TEE GOI FRIOR TO PF AUTHORIZATION TO
 
PROVI!E T5IS PROJECT ~ITB PRIVILEGES SIMILAR TO THOSI
 
INCLUtID IN NORMAL EILATERAL AGREEMEKTS. AID FINANCED
 
GOODS AND SIRVICES MUST FE FRII FROM IDENTIFIABLE TAXES 
A~CUSTOM DUTI~S, C~ TPT'GOI (OR !~CTBER FNTIT!) MUST
 
PAY T~EM rROM SOURCIS OTEER THAN AID FUNDS. IN
 
I~DONiSIJ. THIS FOLI~Y GiNER4LLY IS IMPLEMENTED ~Y MFANS
 
OJ AN APPROPRIATE PROVISION IN AID'S PROJECT AGRIEMFNT
 
_ITB THI GOI. SINCE TRIS PROJEC1 WILL NCT EE
 
IMPLJMINTED TEROUG8 A BILATERAL AGRIIM~NT WITH TEl GOI,
 
USAID MUST DEVELOP SOME OTEER MECHANISM TO IM~LEM!~T AID
 
TAl POLl C1 •
 

V,Z SiiG;E':: :=~1 1m', c,jj\~ :J.L,j;, :='1. :r:::'.·O.:!i,:; ~;.~: IOj~~: :i J 
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'-n:rYS7ctTsTtl~s"mI1:S- lJRTInr'Ttrlr. !Ctrr!'Pm-1;!t!NT'-AGR!!"1lPtT-
., Wl1'H LPPM;' (?) REQUIRE LPPM 10 AGEl! "TO :FAY 'rA~:E5 AtU: . 

DUTIES FROM SOURcrs OTHIR TBAN TBi AID GP.ANT AS A
 
COV!NANT ON T~I GEANT AGREEMENT WITH LPPM; OR (3)
 
RiOUIR! LPP~ TO O~TAIN FROM GOI AFFROPRIATE TAX .
 
II1MPTIONS FOR GOODS AND SERVICES FINANCED UNDER THr. AID
 
GRANT AS !' CONDITION PR!CEDE~T TO ANY DISDURSEMINT EY
 
AID UNtER THE LPPM GRANT. (TRISE ARE ONLY SUGGESTIONS.
 
TOU MAY DEVELOP SOMI OTBER M!CEANISM AS LONG AS IT IS
 
iFFECTIVr. IN IMPLF~ENTI~G AID. TAl POLI~~, AND IT IS IN
 
PLACE BEFORE AID STARTS TO DISBURSi 'UNuS UNDER ~EE
 
n 
~39?8 

NNNN 
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GRANT. ) 

.' . 
CS. WID: AS THE MISSION IS AWARE; WOMEN IN DEVELOPMENT 
CONCERNS SHOULD EI INTEGRATED INTO PBOJECTS, r.SPECIALLY
 
THOSE DEALING WITH EDUCATION. YET THE PID DO~S NOT
 
ADDRESS THI ISSUE OF THE ROLE OF WOMEN IN THE PROJECT,
 
EITHER AS FARTICIPANTS OR EENIFICIARIES.· PP SROULD
 
IDENTIFY SUCH OPPORTUNITIES IN ,THE TRAINING, OUTREACH
 
AND CONSULTING ACTIVITIES. AND EXPLAIN BO~ WOMEN ~ILL ~I
 
INTEGRATED INTO THE PROJ~CT SO AS TO CONTRIEUTE
 
SU!STANTIVELY TO ITS OBJ~CTIVIS.·
 

CE. PRE CONCERNS: TO CLARIFY AND ALLOW MEASUREMENT OF
 
T~! PROJECT O»JECTIVES, PP SHOULD IDE~~IFY T~OSl PP.IV~T!
 
S~ALL ]USI~ESS ASSOCI~TIONS ~~r trVI10PMiNT INSTITUTIS
 
IT PROPOSES TO WORI MITH IN ITS TRAINING, OUTREACH AND
 
CONSULTING ACTIVITIJS, I.E., .NAME; GIOGRAPHIC COVERAGE;
 
AND NUM~ER, SIZE AND INDUSTRY TYPE or CLIENT·MEMEERS.·
 
IT IS ALSO ESSENTIAL THAT LPPM'STAFF (ESPECIALLY MBAS
 
AND PBDS) ~E TRAINED IN INSTITUTIONS WHICH EMPHASIZE
 
OPERATIONAL EUSINESS AS OPPOSFD TO THEORETICAL SKILLS. 

C7. TRAINING: TBi ~UESTION wAS RAISED ~HETHERTBERI IS 
SUFJICIENT TIME ALLOT!D fOR THI OVERSEAS TRAINING 01 
MEAS AND PBDS •. CONSIDERING THI TIME NFlDED FOR INGLISH
 
LANGUAGi PROFICIENCY, TnRiE AND FOUR TFAR TRAINING
 
PERIODS MAY PE MO~E APPROPRIATE THAN THOSE PROPOSED FOR
 
TWO AND THREE YEARS. IF THE MISSION AGREES THAT
 

. ADDITIONAL TIME 1S REOUIRED, IT MAY ADD APPROXIMATELY
 
S6~0,000 TO TH~ PROJECT HUDGIT OR REtUCE THE NUME!R 01
 
PARTICIPANTS TO BE TRAINID.
 

ce. EVALUATIONS: SPECIFIC iU~~S SqOULD BE IDENTIFIED
 
FOR TBE T-O EVALUATIONS.
 

C9. ]UDGFT: THt EUDGET IN TBI FP SFOULD SHOW AID COSTS
 
FOR EACH OF THF MAJOR ACTIVITIFS OF THE PROJF.CT 

CONSULTI~G, OUTRIACF, RES!ARC~, STRAT!~IC PLAN~ING.
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Project Title: Private Sector Management DevelOlJ!l!!lt Pro1ect 

nVE 

Progrllll or Sector Goal: 
To expand the capacity ~o produce 
private sector/business managers 
in Indonesia 

Project Purpose: 
To s~rt the developuent/expansion 
of the tnstitute fot" ~l!IIent 
Education and Developuent (lJ'R4) 
in order to address internal 
institutional weaknesses and to 
spread its strengths to a greater 
individual and institutional 
audience 

OB.ECrI\RY 

Measures of Goal Achievement: -
An increase in LPR4's institutional I 
capacity to produce private sector/ I 
business managers indicated by I 
increases in production I 

-
I 
I -

I 

That IJIR4 can continue to 
maintain its high standards of 
output with newly recruited staff 
duri~ absence of older staff 
sent for training 
That LPR4 can provide 42 qualified 
staff to receive planned trainilll 
That outreach recipients are 
interested in and will participate 
in offered program 

- Records of IJIR4 and quarterly 
Il[oject reports 

- Hid-term and final project 
evaluation 

I
 
Conditions Expected at End of - Hid-term and final project 
Project: evaluation 
1) A revised. sustainable and - IJIR4 quarterly project repcxts 

relevant pI... 
2) Trained staff 
3) New consultilll program 
4) other institutions offeriqg 

mnagl!llent courses thrcugh 
IJIR4 assistance 

5) Restructured LPR4 research 
departDent 

- ~arterly project reports 
- Hid-term and final evaluation 



liitpUts:
 
1) Revised institutional plan and
 

information management systs 
2) Trained professionsl staff 
3) Expand consulti~ program 
4) Established outreach progrSll 
5) Restructed research program 

Inputs: 
1) 35 Itt of US Technical Assiatance 
2) 21 Itt of LPItt Technical Assistancel 
3) 1128 Itt of overseaslong teIDI 

trami~ ! 
4) 45 Itt of overseas short teIDI I 

trami~ ; 
5) 495 Itt of LPItt short term trainingl 
6) 300 participations in in-house I 

!tmagement Training 
7) 3000 Library books I 

150 Tech Journals I 
20 Pieces of Lib. equip. I 

8 Micro calplters I 
I 
I 

I
I 

K3gnitiife of OJtputs: 
1) One revised five year plan 
2) Tramed staff: 

a.	 32 K\s 
b.	 10 ibIS 
c.	 300 participaticns by LPIM 

m-nouse staff in on premisea 
SEminars 

d.	 short term training for 
approx. 45 people for approx. 
45 p/ms. 

3)	 Consulting deparbnent with staff 
of at least 25 and an increase 
in awarded bids by 3O0l 

4) Research departllEnt with staff 
of five and a 20(J7. increase in 
outj1Jts 

5)	 n..treach program in at least 1 
and perhaps 3 instituticns 
outside Jakarta produci~ at 
least one fwctionsl management 
training sBllinar per year. 
(he small business conaulting 
course per year being offered 
in at least 2 and perhaps 6 
1ID81l business develop!l!nt 
instituticns. 
Attendance of 70 participants 
fran Indcnesian P\O's in LPItt's 
9IIall Bys Consult.... t Dev Course 

ImplElDo!Otaticn Schedule 
(Target Dates): 

6-01-84 Proj Authorized by USAID 
6-15-84 Proj Aareement signed 
7-15-84 Conditlons Precedent met 
7-15-84 Advertisement sent to CBD 
8-01-84 First LPfM participants 

(6 MAs & 4 1hDs) depart 
8-01-84 RFTP issued 

10-01-84 Proposals received 
11-01-84 Contractor selected 
12-01-85 Contract negotiated 

and signed 
1-07-85 Contractor begins work 
2-15-85 Three IIICXlth platni~ 

consultancy begins 

- That funcHng frau ooth LPIM ana 
~ID will be provide as agreed 
upon 

- That LPfM can provide viable 
candidates for training 

- 'nlat other management institutes 
and organizationa involved in 
1ID811 business development will 
participate in the outreach 
program 

- AID and LPItt will ccntinue 
to support the project wi th 
timely budget assistance 
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- Quarterly project report 
- Hid-term and final evaluation 

- Quarterly project reports 
- Mid-term and final evaluaticns 
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4-15-85 Three month consultiqg
 
aervices coosultancy

bt!gine
 

5-01-85 Three month ressarch
 
consultarr.y begins


5-01-85 Plole bcoks 
6-01-85 FIL for reivi>urserent
 

procedures fa: locsl
 
purchases prepared


6-01-85 Source waiver prepared
8-01-85 First USAID sponsoced 

participants (5 ~ & 
6 PhD) imd remainiqg
LPIM (8 It\s) participants
depart 

12-30-85 Equipnent purchaaed 
3-01-86 Three DD1th planning

consultancy begins 
5-01-86 1Wo month consultiqg
 

services consultancy

begins
 

6-01-86 TWo month research
 
consultancy begins


7-01-86 Hid teon project
 
evaluation
 

8-01-86 5 It\ participants depart

9-01-86 6 ~ participants return
 
8-01-87 8 It\ participants depart

3-01-87 1 Hbnth planniqg
 

consultancy begins 
5-01-87 2 MOnth consulting services 

consultancy begins
6-01-87 2 ttxlth research 

consultancy begins 
9-01-87 13 It\ imd 4 PhD partici 

pants return 
3-01-88 1 ttxlth planniqg 

consultancy begins
5-01-88 1 ttxlth consulting
 

services consultancy

begins


6-01-88 1 Month research
 
consultancy begins
 

8-01-88 5 It\ and 6 PhD parti 

cipants return
 

3-01-89 1 Month planniqg

consultancy services
 
begins
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5-01-89 1 Month consultiqg
services consultancy
begins 

6-01-89 1 ttlnth research 
consultancy begins 

8-01-89 8 ~ participants return 
3-01-90 1 Month planniqg

consultancy begins 
5-01-90 1 Month consultiqg

services consultancy
begins

6-01-90 1 ttlnth research 
consultancy begins

6-01-90 Final evaluation 



F. Projec~ Analyses 

1~
 
I 
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Project AnalYS,es 

1.	 Financial Analysis 

The total project costs are estimated to be $6,407,000 of which 
the AID contribution of $4,000,000 represents 63% and the LPlM 
contribution of $2,407,000 represents 37%. 

SlIIIIIBry Budget 

Items	 AID LPlM Total 

Technical Assistance 
Training 
Camx>dities 
&naIl Business Course 
Evaluation 
Contingency 

925,000 
1,933,000 

170 
597,000 

62 
313,000 

2,397 
10 

925,000 
4,330,000 

180 
597,000 

62 
313,000 

Totals 4,oM 2,401 b':407 

Foreign exchange costs have an inflation factor of 6t per year, 
and local curreocy costs have an inflation factor of 10% per year. 
(See Project Financial Plan am Project Ac~ivity Budget in the body 
of the PP for a detailed description of the planned use of AID 
funds.) 

a.	 Financial Overview 

yPftf/LPlM is legally iocorporated via Public It>tary Deeds as an 
independent, mn-goverrmmt/non-profit organization. A review of 
the 1982 audited financial statements, which are unqualified, 
indicates the organization is in a strong financial position and 
accounts for its funds in accordance with generally accepted 
accounting principles. Net profit is lS.2'%. of incane, of which a 
substantial portion is planned to be use to fuxi international 
training costs. Total Equity of $924,655 represents 60% of total 
assets. In addition, a 1982 reserve under liabilities of $223,700 
has been established for international traini~, with yearly 
additioos planned. See Table A for the financial statements for the 
period ending 12/ 31/82. The 1983 unaudited and unconsolidated 
financial statements reveal a simdlar rate of profitability and 
continued financial strersth. 

Based on YPJ:M/LPlM's current profitability and equity/reserve 
position, we anticipate they will be able to fll1d their portion of 
the proje\:t costs over a six year period. Increased revenues fran 
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the MBA progran, consulting services, and short-courses will be 
adeqUate to pay salaries or recurrent costs incident to increased 
staff. Other project elements do rot represent recurrent costs. 

b. M:!thods of AID Financing 

A Caltract between LPIM and the selected contractor(s) will be 
used for technical assistance and training partials of the project. 
CAJr review of YFIM!LPIM financial records and procedures indicate 
that the organization has the full capability to enter into a 
contract(s) fa: this project. Comoodities, except books, will be 
procured by LPPM and will be financed by procedures that will be 
specified in later Project Implementation Letters. Funds for 
scholarship support for the small business course represent local 
currency costs am will be ccmni.tted via a PD... YFIM!LPIM will 
contiooe to be audited amually by a Registered Public Accountant 
and a cq>y of each report will be provided to the USAID. YPR1/LPIM 
will be the implementing agent for $836,000 during the LOP, and 
existing administrative/financial staff are adequate to handle this. 



----
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Table A 

YPFM/LPPM 
Consolidated Profit a Loss 
For period endi~ (Rp. 0(0) 

Description 

IWH: 

WJrkshops 
Guidance & Mgt 
l.a~uage Courses 
Publicatioos 
Wijawiyata Traini~ 

Salary survey 

Total 

Direct Project 
Indirect Project 
Depreciation 

Tota1 Expenses 

Operating Profit 

Other Incane/Expenses 

Net Profit 

Net Operating Profit 
Net Profit 
Return on Assets 
Return on Equity 

)2/31/82 

1,184,298 
249,413 
188,615 
133,614 
76,985 
15,312 

1,848,237 

871,987 
720,127 
27.100 

1,619,216 

229,021 

52,720 

281,741.,-
12.4't 
15.2%. 
18.at 
30.5't 
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YPlM/LPIM
 
Consolidated Balaree Sleet
 

as of U/3/83 (Rp. 000)
 

rescription U/3l/82 

.PSSETS. 

Cash 290,800 
AcCOlIlt Receivable 561,100 
Supplies 46,700 
Other 12,221 

Current Assets 910,821 

Land 123,600
 
Buildi~ 496,300
 
Vehicles 224,100
 
Equipnent 210,386
 
Depreciation -560,300
 
Fixed Assets 494,086
 

Pre-paid Expenses 47,700 
Other Assets 109,535 
Total Expenses 1,~2,142-
UABILITIES 

Acoount Payable 186,247 
Prepaid Inccme 39,100 
Current Liabilities 2~5,j47 

long TeIDl Debt 188,440 
Reserve (Staff Dev.) 223,700 
Total LT Liabilities 7+12,140 

·mtm 
Capital 445,200 
Reserve (Genera1) 150,855 
Earned Surplus 328,600 

Total Equity 924,655-
Total 1,562,142 

Net lb:ki~ Capital 685,474 
Current Ratio 4.0 
Ta~ib1e Net Worth 924,655 
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2.:t\d!nipi~tjra~,iv~ Analysis 

The project will be aamnistered by a special steeri~ 
ccmnittee in LPIM. The members will be the LPR1 designated heads of each 
project section (strategic planning, traini~, outreach, research and 
consulting), the LPR1 project coordinator, the LPR1 managing director, 
and the AID project officer. This ccmnittee will have the power to make 
project decisions, subject to appropriate adheren=e to AID and LPIM rules 
and regulations, pertaini~ to gmera1 project direction and 
implementation. 

The project camrlttee will function in three primary areas of 
project impementation. It will review and recCDlEIld action on all 
implementation plans that result fran the various consult reccmnendations 
for changes in the structure and mandate of various assisted sectioos of 
LPR-t. The caDDittee will also review and reccmDend actions on all 
applications for long and short term traini~. Additiooally , it will 
review requests for all commodities to be procured through project 
assistan=e. 

In order to have infonnation upal which to base its review and 
recaJmendatioos, the caDDittee will receive quarterly project reports 
that will be gmerated fran the management information system that is 
designed during the first strategic planning consultancy. 

This aaninistrative arrangement is designed to cootinue the 
par~ic~patory management style that has been LPR1's style since its 
begInnIng. 

3. Social Analys is 

A. General 

The project goal of expanding the capacity to produce 
private sector business managers is built on the assllDption that this 
will lead to greater management efficiency because of the-more efficient 
ratio of managers to workers and that E!Dployment gener.ntion through this 
efficiency will in the loqg teen result in ~e efficl~nt resource 
utilization. The project is designed as an inntitution bui1di~ project, 
but the social cmsequences of the capacity that is bei~ deve10p~'Cl go 
far beyood the institution. LPR1 currently has professional contact wi th 
approximately 12 ,000 PeOple per year. Thibi projc.'Ct will increase that to 
approximately 18,000 through exparxied consultancy, outreach, and 10~ 
teen training cootacts. Thus the expertise housed in the institution 
will be offered to approximately an additiooa1 6000 people to wban it 
migJlt not otherwise have been offered. 
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Forty-two people will receive the benefit of overseas 
d~ee training, approxUnately 45 the benefit of short teon overseas 
training and approxUnately 300 participations (60 people per year x 5) 
the benefit of in-house training. Additionally, up to 30 persons fran 
outside LPFM will receive training of trainers instruction in its short 
management courses, and up to 130 in its small business development 
courses. The social benefit of the increased knowledge and skills that 
will be developed through this project is vast. Ten PhDs, 32 MI\s, 45 
short temlS, 300 in-house participations, and up to 160 non-LPPMers 
trained in hoose. Total project blKlget devoted to these training 
activities is 4,937,000 or 77% of total project costs. 

B. Women in Develcment (WID) 

LPlM's currE!lt professional staff includes ten wanen out of 
a total of 62. Nineteen Percent of its professionals a~e wanen. These 
WOOEn are spread throughout the organization fran teaching in the short 
management courses to the small business consulting section to the 
research and library sectioos. This is unique in Indonesian training 
organizations in both the public and private sectors. No other training 
organization can dEmXlstrate such a ccmnitment. Its recruitment plan for 
the project identifies 20%. of the 40 new positions or eight positions to 
be filled by wanen. It also plans to offer opPortunities for upgrading 
to its fanale staff through project sponsored traini~. Thus the 
Institute plans indicate that it will maintain its strong commitment to 
the role of women in the organization. 

~\
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ACTION MEMORANDUM TO THE ACTING DIRECTOR DATE: 6/7/84 
--- . ) ·~I..--/

THRU Ms. Margaret Bonner, A/DD.r-) , 

FROM Victor Pandjaitan, V~~ 
SUBJECT: Registration of two Indonesian PVOs 

Problem: To approve the registration of two more indigenous Private and 
Voluntary Organization (IPVOs) with USAID. 

Background: Annex A of the Project Paper (copy attached) from PVO Co-Fi II 
(Project No. 497-0336) sets criteria for the registration of IPVOs with AID. 
The Mission Director approved an action memorandum, dated May 26, 1982 (copy 
attached) which established procedures for the Mission to c~rtify eligibility 
of IPVOs for registration. During the month of November 1983 a survey team 
comprised of staff from FIN/FA and VHP reviewed the application of the 
following two IPVOs. 

1. Vayasan Bantuan Hukum Indonesia (VBHI) 
2. vayasan Pendidikan dan Pembinaan Manajemen (LPPM) 

The report of our surveys with recom~endati~ns i~ attached:'~We have found 
that both organizations namely: 1. Yayasan Bantuan Hukum Indonesia (YBHI); 
2. Vayasan Pendidikan dan Pembinaan Manajemen (LPPM) meet t~e criteria the 
Mission has established for registration. These two organizations have 
proven themselves to be well managed, private legal entities which follow 
standard accounting practices and have independent boards of directors. 

Discussion: Currently there are more than 4,000 IPVOs scattered throughout 
Indonesia. Many of them have expressed an interest in becoming registered 
with USAID. Current staff level limits VHP's ability to deal with an 
increasing number of PVO clients directly. Therefore VHP.continues to 
prefer to deal with the better established and experienced· local groups 
particularly those which can act as brokers to smaller organizations. It is 
likely that other organizations eventually will be registered. It is VHP 
intention to gradually increase the number of IPVOs participating in the 
Co-Fi program. VHP believes that with more competent IPVOs registered with 
USAID there will be more chances 'for the Mission to select good proj ects to 
support, assuming sufficient funds are available. Prior to this action the 
Mission Director has approved the registration of eight lndonesi~n PVOs. 

In undertaking the survey it was found that Vayasan Bantuan Hukum lndonesa 
(YBHI) had not obtained a certificate of tax exemption. We were told that 
this institute has submitted its applic~tion for such exemption but the 
government is reluctant to act. However, the non-profit character of this 
institute has been established by the team. Therefore while this organiza
tion does not exactly meet this one criteria, this organization is in 
substantial compliance with all of the criteria for eligibility. 
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The approval of these registrations would bring the total number of 
Indonesian PVOs registered with USAID to ten. 

Recommendation: That you approve the recommendation of the survey team to 
register these two Indonesian PVOs by approving this memorandum and signing 
the attached certification of registration, a copy of which will be forwarded 
to FVA/PVC in Washington and to the GOI Secretariat Cabinet. 

Approved: 

Disapproved: 

Date: 

Clearance: 
VHP:WNorth (draft) 
EED:JTarter ;rr 
RD:RDakan "''''.' 
LA:LChiles ',: '. 

VHP:as 

VHP-2, C&R-3 
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Project Issues 

1. Issues Revised in PID Approval Cable 

The PID approval cable (State 043978) gave the Mission the 
authori ty to authorize the project provided that the primary 
beneficiaries are small and medium sized finns and that a financial plan 
is developed for LPJ:M to meet its recurrent costs without depending on 
AID funding after project canpletion. For analysis and discussion of the 
latter, see Part VIII, Financial Analysis. That analysis fully 
demonstrates that LPJ:M is now and will be at project canpletion meeting 
its recurrent costs without AID assistance. For a discussion of the 
beneficiary impact on small to medium sized businesses, see Part II, 
section C.7., Beneficiaries. That section deoonstrates that over 7570 of 
the Institute's teaching and consulting time is directed at medium to 
small enterprises. The project will increase the nunber of cootacts with 
small and medium enterprises through expanded consulting and outreach 
activities, and it is expected that the overall institutional percentage 
of small to medium sized enterprise recipients will increase. 

The PID approval cable identified two areas of concern: 
1) the possibility of use of small business, 8(A) and socially 

disadvantaged firms as project design or implementation contractors, and 
2) various design issues that the Mission was to resolve 

duri~ project paper preparation. 

With respect to the first area, the Mission has conducted a 
through review of this project and has detetmined that it would be 
inappropriate to cootract it through the use of 8(a) firms. This finding 
is based on the diverse and highly technical skills needed for the short 
tetDl consultancies planned for the project, as well as the need to 
coordinate the long and short ter.m participant training activities with 
the institutional and professional directions that result from these 
consultancies. 

Ten design issues were left to the Mission to address duriq; 
~oject preparation. The first issue identified washiq;ton' s concern 
that the new MBA program will shift LPIM's primary target clientele from 
small and medium to large business concems. 1Wo facts resulted from 
project preparation analyses that indicate that LPR1' s creation of an MBA 
program will not shift its focus. First, it already has a ten mnth, 
management preparation course that enrolls approximately 50 st. jents per 
year. The MBA course will triple this level to approximately 150 per 
year out of an approximate total custaner contact of 12 ,000. Of this 
yearly 12,000, approximately 9,000 are fran small to mediUlr sized 
enterprise'S. Thus, assuming no other intervening factors, an increase of 
100 students per year will not substantially skew the number of small and 
medium sized business recipients of LPPM's services. Secondly, only ten 
of the 42 participants trained in the project will be assigned to the MBA 
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progran. This repesents approximately 25CZ of total training for a cost 
of approximately S500,OOO fran a total of $6,407,000 or eight percent. 
The ra:nainder of the traini~, 32 long t:erm and 45 short tem 
part icipants and approximately 495 person IJKX1ths at LPPM are all focused 
prUnarily on non- MBA related activities. 

The second design issue is identified as the extent to which 
LPIM will be able to meet its recurrent costs after project canpletion. 
The financial analysis iIXiicates that LPPM is currently in sound 
financial condition with current net profit of 15.2% of inccme and total 
equity at 6Uk of total assets. 

The third issue is identified as the extent to which the 001 
pledges suppcJrts to the project. Included in the section entitled "AID 
Certification of LPPM's Indigenous Private Voluntary Organization Status" 
is the original GOl Ministry of finance letter (dated 11 O:tober 1977) 
cert ifyirg reco.~ition of LPPM by the 001 as a tax exempt organization. 
A second letter fran the Minis try of Finance (folDd in the section 
entitled "<DI Support U!tter") states that the 001 recognizes this 
project as a' legitimate urdertaking and that the tax exeopt status of 
LPR1 will be applied to all goods aoo services procured through project 
finances. 

A subsidiary issue under this heading is whether or not the 
LPPM MBA degree will be recognized by the GOI Ministry of Education. It 
most probably will not, but we are confident that non-recognition will 
not diminish its value. The current ten IJDtlth course offers no 
recognized d~ee but consistently has 20 tDneS the number of applicants 
that it can accept. It is the Mission's opinion that the LPFM MBA 
graduate will have no trouble being placed in the Indonesian management 
rarics. 

A fourth issue in the approval cable is the extent to which AID 
financed goods and services are free fran identifiable taxes. The 
Ministry of Finance letter referred to earlier guarantees that all 
project financed goods and services will be free fran taxes. 

A fifth cmcern centers on how waDen are integrated into the 
project. The social analysis section of the project paper indicates that 
LPR1 has daoonstrated a stro~ cam1i.tment to WID concerns in its past 
employment practices with I9'%. (or ten out of 62) of its professional 
staff being wcmen. Its recruitment plans call for 2~ of the planned new 
poGitions to be filled by waoen and its training plan calls fOL the 
senclirg of four waoen (out of a total of 42) for advanced degree training. 
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Issue six identified PRE concerns as to the name, types of 
activities, location and sizes of recipient clients of LPBM's training, 
outreach and consulting activities. The training and outreach section is 
designed so that the organizations to be assisted in Outreach I and II 
are idenrified for the first two project years. The nanes, types, 
facilities, locations and sizes are found in the project files in the 
questionnaires developed for the organizatioos assisted in OJtreach II. 
Separate infornatioo for the assisted institution in Outreach I is also 
located in the project files. 

A subsidiary concern is expressed as to the need to insure that 
LPR1 MBA and PhD participants are trained in institutioos that emphasize 
operational business as opposed to theoretical skills. The proposed 
areas of training for both PhD and MBA participants are identified on 
Page 19 of the project paper. The majori ty are focused on operational 
business skills because this is primarily what LPIM's market demands of 
it as an educational institution. 

Issue seven expressed coocern that the two and three year 
training periods planned for MA and PhD candidates is not long enough. 
'!Wo factors have produced these. First l.PRo1 plans apprOXimately 15 of 
the 32 MAs to be twelve IIDllth Master of Science in Business degrees and 
the remaining 17 to be MBf\s. MBA participants could train as long as 36 
mnths without raising the average length of training above the 24 IOOnths 
now planned for MA. participants. The 36 months allocated for Rill 
participants is variable, but the Mission prefers to leave the planning 
figure at this level and make adjusCDents later if necessary. 

The English language level of participants is not anticipated 
to be an iDpediment to timely departure for the following reasons: 
1) the planned first ten departing participants (LPIM finan:ed in 1984) 
already have the necessary English levels to be accepted for· training, 2) 
12R1 has its am successful in-house English language training program 
and is now traini~ planned 1985 participants who are in need of English 
language training. It will do the sam for future participants. 

Issue eight identified the need to set aside specific flllds for 
evaluations. This has been dooe. See the Project Financial Plan and the 
Project Activity Budget. 

Issue nine identified the need to show AID costs for each major 
project actiVity. This has been dooe. See the Project Activity Budget. 

Issue ten identified a concern for the effect AID assistance to 
LPRoJ might have on c~ting institutims. 

Pre-pm analyses of cClJP!ting institutions (see reports by 
William Schaffer in project files) identified only two institutims that 
are potential LPIM caopetitors: the Institut Manajemen Prasetiya ltlIlia 
md the Indonesian loimagement Institute. '1bese analyses concluded that 
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the Indonesian Mmageu.ent Institute, which plans to begin an MBA program 
in 1984 that will be cooducted exclusively in Fng1ish and cart'}' an 
approximate eight to ten thousand dollar tuition, is aimed at a target 
clientele that is not in caopetitioo with LPH1. Schaffer's analysis of 
the Institut Manajemen Prasetiya and subsequent corroboration Indicated 
that the insti tution is 1) serving a narrower ethnic audience than LPIM 
and 2) is institutiooa11y unstable and f~erefore not likely to be a 
legitimate caopetitor throughout project life. 

The issue of determini~ the likely effect of project 
assistance to LPH1 consu1ti~ activities in t~ of its effect on 
caupeting institutions offering similar services has not been cddressed 
because the nature of the assistance and the final structure of the 
consulting services is left open in project design. This fact makes it 
impossible to perform the sort of analysis suggested; however, an 
analysis of the canpetitive effect of project assistance to LPIM's 
consulting activities is s~ested as one of the questions to be 
addressed in the mid term and final project evaluations. 

2. Project Risks 

The major risks this project faces are those associated 
with training 42 staff IDElli>ers and identifying 40 new ones. The project 
is designed with a covenant to the release of training flJ:1ds. The 
covenant requires LPIM to deoonstrate conclusively that the institution 
can afford to release each batch of proposed participants. This plan . 
will identify new recruits, their job assigpments and the Unpact of thi~ 
on the Institute's work ani inctme. Even with these cootrols on project 
disbursements, a risk remains that LPR-l will mt be able to recrui~ 
suitable replacements and therefore project iq)lementation may be delayed. 

The identification, by nane and proposed general training 
program, of the 42 participants has baen produced. They meet most of the 
eatablished criteria, with the exception of acceptarx~e to academic 
prograDE and desoonstrated English levels. Thus there appears to be 
little risk that the candidates for training cannot be found. 

A seccni important area of risk is in findi~ recipients of 
the assistance offered through the ootreach progran. This project 
segment i.s designed for biEDlia1 searchi~ and restructuri~, but the 
existence of qualified ami interested recipient institutions is not 
guaranteed • 

(Ibc. 423lA) 


