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To help overcome many of the constraints faced by Indonesia's small business sector
 
and to meet USAID/Indonesia's policy objective of strengthening the private sector's
 
role in the Indonesian economy, USAID's Private Sector Management Development

Project, No. 497-0345, is supporting the LPPM/PPK Program. IPPM (the Institute for
 
Management Education) is a non-governmental agency for private sector business 
management training and PPK (IPPM's Small Business Management Department) provides
business management training andtechnical assistance to the non-formal business 
sector. In 1983, AID began providing institutional grant support to IPPM, part of 
which was to help meet the objectives of the PPK Program: to improve the financial 
stabil ity and management capability of regional non-government organizations (NGOs)
and to teach the NGOs how to instruct rural small businesses in the basic elements of
business management. Grant assistance took the form of upgrading IPPM's 
institutional caabilities and an outreach program to (1) promote the institutional 
development of pi vate management institutes, (2)expand IPPM's expertise in small 
business ,onsul--ig, and (3y enable IPPM to support 1GO and private voluntary
organization eii:orts to gain experience and skills in small business development
activities. 

The purpose of the consultant's evaluation was to recommend revisions to the outreach 
program design to make it more effective and realistic in terms of NGO development 
and using 14GO staff for small business management training, and to advise IPPM onstaffing needs, costs, and the best approach to start up the outreach program.
 

The main findings were that the program does not yet have long-term strategic

planning and cannot support itself as a 
cost center (the program has operated at a
 
loss since it inception). Also, the curriculum may not be fully responsive to the
 

- program's changing clientele, staff are relatively inexperienced and no process

exists for replacing staff when attrition occurs. The outreach program was found to
 
lack market analyses, criteria on which to base program decisions, and plans to guide
 
the program's relationships with clients. Last, the program in encountering problems

in its interpretation of what grant activities are appropriate, particularly in
 
attempting to target clients.
 

In addition to longer-term recommendations, the consultant presents a four-point
short-term action plan. The latter comprises: (1) initiating an ongoing market 
analysis capacity to provide information on mid- and long-term market demand for 
small business training services; (2) following the market analysis, inaugurate a 
strategic planning process for PPK; (3) inaugurate a program of regular dialogue with 
appropriate personnel from the NGO community as a prerequisite to any program
planning for outreach operations; dnd (4) develop a proposal to AID that outlines.a 
new PPK outreach program for small business management training.
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o R4ame of misp ion or office 
o Purpose of activity (ies) evaluated
 
o Purpose of the Evaluation and Methodology Used
 
o Findings and Conclusions 
o Recommendations
 
o Lessons learned 

Name of Mission
 
USAID/Indonesia. 
Provincial Small Business Management Training in Indonesia: The
 
IPPM/PPK Program, by Russell H. Betts, March 198b.
 

Purpose of Activity(ies) Evaluated 

Because almost half of the two million Indonesians-who enter the labor force each year
are unable to find employment in the formal agricultural, industrial, or commercial
 
sectors, many create their own jobs inthe informal business sector. However, most of
these businesses fail, largely because they are unable to manage the financial,

accounting, budgeting, or cash flow aspects of business. 
 To help overcor=;e many of the
constraints faced by small business and to meet AID/Indonesia's policy objective of
strengthening the role of the priwte sector in the Indonesian economy, AID is
supporting IPPM (the Institute for Management Education, a non-governmental agency for
private sector business management training) and PPK (IPPM's Small Business Management
Department) to provide business management training and technical 
assistance to the
non-formal small business sector.
 

The purpose bf the PPK Program is two-fold: to improve the financial stability andmanagement capability of regional non-government organizations (NGOs) and to teach the
NGOs how to instruct rural small businesses inthe basic elements of business
 
management. 
In 1983, AID began providing grant support to IPPM to meet these objectives
through upgrading IPPM's institutional capabilities (largely through MBA and PhDscholarships to IPPM staff) and a three-pronged outreach program. Outreach I 
was to
promote the institutional development of private management institutes outside Jakarta
(via short-term management training programs for up to three provincial management
institutes). 
Outreach IIwas to expand IPPM's expertise insmall business consulting to
other organizations (via providing .yearly training for up to ten trainees from each of
six NGOs over the six-year life of the project). Outreach III was to enable IPPM to
support the efforts of NGOs and private voluntary organizations (PVOs) to gain
experience and skills in their provision of smi.ll 
business development activities (via
scholarships to up to ten IGO s'aff members each year to attend the Jakarta sessions of
 
a 13-week Small Business Consultant Development Course).
 

Purpose of the Evaluation and Methodology Used 

Purpose - The purpose of the evaluation was to (1)recommend revisions to the outreach program design which will make it more effective and realistic in terms of NGOdevelopment and using NGO staff for small business management training; (2)help
interview, assess and select eight regional NGOs throughout Indonesia who 
 are bestqualified and willing to participate in the outreach program; and (3)advise IPPM on
staffing needs, costs, and the best approach to start up the outreach program. 
Based on
discussions with AID staff and the evaluator, Task 2 
was dropped from further
 
consideration at this time.
 
Methodology - Discussions were held with a 
broad range of people concerned generally
 
with the issues of small business development, management education, and the Indonesian
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NGO community, both''uring the four-week evaluation period and earlier periods over the
 
past 15 years that the evaluator lived in or visited Indonesia. Several project

documents, course m&terials, and other relevant ubllcatlons were also reviewed.
 

Findings and Conclusibns
 

In the four years since its inception, the PPK Program has developed to the point where
 
much of its capacity is in place (staff are trained, a curriculum it developed,
 
standardized procedures are in place, a coordinator is functioning, etc.). The program
 
is basically a good one, but problem areas have arisen as the program has changed its
 
outreach aspirations.
 

Program Directions - A data base on the conditions of small business in Jakarta has been 
compiled and the capacity ,xists to replicate the base in other areas.. The program is 
also experiencing increased demand for its (donor-sponsored) services. However, largely 
as a result of being overly responsive to sponsor preferences at the expense of 
identifying its own sense of market or development priorities, the program has ro 
long-term strategic planning, no process for establishing consensus on goals, and no 
procedures for assuring a logical progression in its development. 

The PPK Program is also nowhere near being able to support itself as a cost center, and
 
still requires heavy subsidies. USAID grants provide support in the short term, but do
 
not help address the issue of long-term sustsinability.
 

Program Content - The 13-week course modules seem good in general, especially
 
conceptually. Specific curricular presentations were not evaluated here.
 

No feedback evaluation mechanism exists to benefit the development of future curricula.
 
Also, the program concentrates on the trade and services sectors, rather than on
 
production and marketing, which may not make it fully responsive to the business
 
community's needs. Further, there is no indication that as the program's clientele
 
changed from 'the original bank loan officers for small business and small business
 
consultants to its current NGOs, the program also changed to meet the needs and
 
interests of its new clientele. 

Staff - While the program's staff are good, they are still relatively inexperienced.
 
There is no process for replacing existing staff and recruiting qualified experfenced
 
staff when attrition occurs.
 

Finances - PPK has been losing money since its inception. Because it relies on sponsors
 
for its support, it has concentrated onyresponding to donors' wishes rather than taking
 
steps to strengthen itself financially.
 

Outreach Program - There is no evidence of strategic planning for this program: market
 
analyses to determine future activity areas, criteria on which to base program
 
decisions, and plans to guide the program's relationships with outreach clients are
 
lacking. IPPM' has not attempted to determine NGO availability, perspectives or ability
 
(for example, most NGOs have little experience with small business management and other
 
economic issues, and may be reluctant to accept IPPM's perspective). There has also
 
been little attempt made to establish continuing dialogue with other interests, such as
 
banks, who might use PPK.
 

Establishing Self-Sustaining Regional NGOs - In November 1985, IPPM requested that AID
 
combine the three outreach activities and create eight regional NGOs. IPP14 would then
 
develop these NGOs' capacity to conduct the 13-week course and other unspecified small
 
business activities. This attempt to create capabilities in new and untested provincial
 
institutions will be labor intensive, require management and monitoring support that
 
IPPM cannot yet provide, and will divert the PPK from activities that promise greater
 
cost-benefit.
 

Universities - PPK is interested in working with provincial universities as "regional

NGUs." Altnough there may be good reasons for this affiliation, it may not be
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apjpropriate due to universities' dphasis on theory rather "an 
 practical training.
 
The USAID Project - Several activities specified under the AID grant have never occured,while others that were not in the rant have begun. -Other questions must be resolved
between AID and IPPM, for example, should the Outreach I program be abandoned and should
more than one activity be undertakbn in the same province.
 

Recommendations
 

The first four recommendations represent a short-term action plan for IPPM/PPK.
Longer-term recommendations are then discussed. 

1. Initiate an 
ongoing market analysis capacity that can provide PPK and IPPM with
information on mid- and long-term market demand and prospects for small 
business
training ana services. .nis wouma invoive taking a more anticipatory approacntoresearch to: market
(I) enable the evolution of-integrated activities that are closely tied toan analysis of PPK's needs and potential future clients and (2) develop specific plans
and actions for market outreach. The information gathered would allow the
identification of, for example, paying clients such 
as banks and industry, potential
clients from donor projects, and support from other donors.
 

2. Following from the market analysis, inaugurate a strategic planning process for
PPK. 
 This process would form the basis for developing (T)market plans (e.g., holding
To -s-leader promotional seminars); (2)program planning for outreach operations (e.g.,
identifying and implementing strategies to accomplish agreed-upon project objectives,
establishing criteria for selecting project activities); and (3)preparing a PPK program
development plan, including defining overall program goals, objectives and identity in
terms of markets, program content, staffing, outreach and financing.
 

3. Inaugurate a program of regular dialogue with appropriate personnel from the NGO
community as a prerequisite to 
any program planning 
or outreacn operations. This would
include developing a fuller understanding of NGOs, learning to deal 
more effectively
with this community, and attempting to establish-collaborative objectives and
relationships between the program and the NGO community.
 

4. Develop a proposal 
to AID that outlines a new PPK outreach program for small
business management training is proposal Should help clear up the present

disagreement about the role and intent of AID's assistance to the program and should
include evidence of having dealt with the following: 
 (1)Finding ways of supporting NGO
programs at the margin to promote more NGO involvement in the PPK program, rather 'than'
attempting to set up regional 
NGOs. (2) Establishing a training schedule for courses
held in Jakarta. 
 Instead of being fully subsidized by AID, other methods oi
support for these ,everaging
courses should be sought. (3)Developing a strategy, policy, and
procedures for any institution building and upgrading efforts that might be attempted
(e.g., dealing with PPK's outstanding committments, establishing performance criteria
and escape clauses in the event of non-performance). (4)Establishing linkages and
mechanisms for working with specific Jakarta-based NGOs, especially those with wide
networks and demonstrated or potential 
interett in small business management
development. 
 (5)Making plans for filling program gaps which may result as 
a
consequence of the departure of the program's developer, whose consultancy was'scheduled
to end shortly after this evaluation was written.
 

5. Longer-term recommendations. 
 PPK should further develop and strengthen its
curriculum, taking into consideration clients, program priorities and trainers'
evaluations of their own programs. 
 It must pay continuous attention to the development,
professional upgrading and periodic replenishment of its teaching staff (e.g., employing
successful small business entrepreneurs, developing an attrition plan, and perhaps
offering incentive systems to staff). 
 Last, realizing that the program will have to be
subsidized to some degree, IPPM must determine how best to finance the program, by
balancing paying and non-paying clients, and using current donor support to strengthen
its program and position itself to operate on a self-sustaining basis rather using
support as a substitute for market analysis, marketing and strategic planning.
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