
AUDIT OF THE INDONESIAN
 
PROVINCIAL DEVELOPMENT PROJECIS
 

I AN[ i1 
PROJECT NOS. 197-026/1 AND 497-0276 

Audit 	Rej ,rt No.2-497--i8-02
 
January 29, '.
 



GOT00.. room *j &%-4 

-#A9 "Q. No D 

UNITED STATES GOVERNMENT 

Memorandum
 

TO: David Mrri.l, 
Director tYASAiD/ 7Ilrdon ia 

DATE: January 29, 
RIG/EA-88-llO 

1986 

FROM: Leo L. 4'a Mote<'fR A//[M 

SUBJECT: Aud[t. RportL Ho. 2-4'97-88-02 
Audit Report of tile 
Development Projects I and 
497-0264 and 497-0276) 

indonesian 
Ii (Project 

Provincial 
Numbers 

The Office of the Regional Inspector General for 
Audit/Manila has completed its audit of the Indonesian 
Provincial Devel.opment Projects i and II, Pioject numbers 
497-0264 and 497-0276. 

This report contaidns three recommendations. Please provide 
written notice to this office within 30 days of actions 
taken or planned to implement these rt commendations. 
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The Provincial Development Pro iect I and 11 w'r.r' 
implemented in eight of Indone.siaUs 2 p zCuvincus. rheir 
overall goal was to increase the produe Lion and productive 
capacity of the ural poor. ihe projects sought to achieve 
this gool by: (1) improvinj LIn Lapahi ies of 
participating local gover :ment s to or d,: Ltad development 
activities; (2) increasing the capabi Jites of the central 
government Lo support local governiment era d -zvel.opment
 
activities which impact on the incomes o Lhe rural poor;

and (3) increasing incomes of the rural poor within pLoject
 
areas.
 

The projects provided funds to provinc :.a I and district 
planning boards and technical agencies to plan, implement,
monitor and evaluate development activities. Subprojects 
were generally small and usually involved providing
commonities, livestock and train ingol to beref icia ri=s. At 

of audit, 2,0 5 hads e,the time the a total of ui u.lp, q bar 
initLated at an average cost of COO5 per -,uA:project. Qrs 
of December 1987, USAID/Indonesia had obligated $59.1 
million for the program- $41.5 million in loans and $17.6 
millior in grant funds. As of the same date, $44.9 million 
or 76 percent of total obligations had been di.sbursed. 

UA4bI/ndonus ia financed ..... thesubprojwu> .ndci 
projects through two vaiat io-s of r; xed amount 
reimbursement procedures. Fixed arount errmbhursement is a 
method of financilng whereby disburs euent of prorct funds is 
tied to project outputs rather than inputs. Funds are 
disbursed af Lei the project or a specified segment has been 

-completed in conformanc with design spec ifications and 
standards approved in advaice.
 

The puru fixed reirbur.suent ,, s inamount tlino'. used 
both projects unt ii. 1985. Unihrer .0 var.ia tion,i 
USPAID/lndunesia agreed t reimbursu 1W Ovi, nme nt a 
percentage of iNra Led Imp . ermie tot o n cost artelOOt project 
subprojects Hr specified seyMrierLrS had te.n 'ompIleted. In 
1985, the Fi nancing method for both projects was changed. 
USAID/ndonesin then agreed to pay a fixed perientage of the 
actual cust for each completed soiqjvjt aM iy.j 


Thi s was tue V rst program r [ s M:s t s dlii tmadte of the 
Piovirl i,] [ovelnprenLt Projects. Ajdii hJu ti v. were to 
deterrniiu: s,e 1 : goals l pur r being"er (1.) a r ,.nn, , 
achieved, (2) effective for rfr.ni Im Lure programan system or 
results had her ustblished, (3) a rianjeren.t for an 
orderly ir[IU/l.donesia withdrawal from thre projcts had 
been made drin (4) USAID/Indunesia cost reimbursement 
payments were proper. 



According to a 1986 evaluation report, Lin u' Ih had 
achieved success in increasing the i.nc:omes of "ubp ojct
recipients, mare inroads in developing effective subproject 
planning and implementation mechanisns at the Government
provincial and districts levels and improved the capability
of the central government to support local government
development activities. However, this audit shwed that (1)
the system of monitoring project planning and implementation
should be improved to gather and analyze inforntion 
concerning progress toward the projects' goal dard pur'oses;
(2) a plan needs to be developed for the orderly and 
efficient transfer of program operations to the Government
when USAID/Indonesia withdraws to ensure cont.indatjr~q of the 
program benefits; and (3) a payment verificatj.on system
needs to be established to ensure payments made by
USAID/Indonesia for 
subproject activities are proper.
 

The logical frameworks for the projects established the goal
and purposes to be achieved and i dentified verifiable 
indicators for measuring success in achieving the goal and 
purposes. USAID/Indonesia could not measure the success of
2,815 subprojects in realizing the program goal and 
purposes. This occurred because an effective management

information system for gathering and analyzing 
 information 
concerning progress toward verifiable indicators and 
achievements in project implementation ha.d not been 
established. As a result, USAID/Indonesi culdto. .'eadily 
measure the impact of $44.9 million ex12e1,de' ior the 
projects. This report, recommends that n mnit,'ing system
which gathers and analyzes information concerning progress
toward verifiable indicators be established. While 
management: contended that the exist ing monitoring and
information system was adequate for decentralized projects
wi-th ipstLituional development objectives, they have taken
 
some steps to improve the system.
 

The project papers said that, as a model cr replication in 
otner Goverinen t programs, the projects should gradually
reduce dependency of par tic ipa ti nog p :'vnc es on 
USAID/Indonesia and consultants for planning, implementing,
monitoring and evaluating development activities by building
local capability to perform these functions. However, this 
audit found that improvements in planni nig, irp lament ing,
monitoring and evaluating development activiric,. made at the 
provincial and district levels may not continue after
USAID/Indonesia withdraws from thu pinot aOd such 
improvements may not be replicated in ot:her ;overnment 
programs. This could occur bec ause. A plan for
USAID/lndonesia orderly withdrawal from the progcam ihad not 
been developed. As a result, the $18 million spent for 
technical assistance to improve the planning, monitoring,
implementation and evaluation capabilities of participating 
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provinces and districts may not have lasting impact. This
 
report recommends that UJAID/Indonesia develop a plan for 
the orderly transfer of project operations to the 
Government. Although management said that a plan for 
withdrawal is unnecessary, they have directed that
 
participating provinces develop close-out approaches
 
identifying program elements which could continue after
 
USAID/Indonesia funding has ended. Consolidation of these
 
approaches to form a project-wide plan for USAID/Indonesia 
withdrawal could better ensure that funds are available to 
continue project activities. 

Handbook 3, Project Assistance, required that projects 
financed through pure fixed amount reimbursement procedures 
be inspected and that projects financed through t.he 
percentage of actual cost reimbursement variation of fixed
 
amount reimbursement procedures be inspected and costs
 
verified before USAID/Indonesia reimbursement payments are 
made. USAID/Indonesia provided financial support for 2,815 
subprojects without adequate inspection to assure that the
 
resources were actually delivered and subrojects were
 
completed. This occurred because the inspection
 
requirements of the pure fixed amount reimbursement 
variation were unsuited to the projects and procedures 
followed by UqI[!)/Indonesia under the percentage of actual 
cost reimbursement variation did not comply with Handbook 3 
requirements. As a result, USAID/Indonesla could ret be 
assured of the propriety of payments totalling Il .6 million 
for subprojects financed under the pure fixed amount 
reimbursement variation ur of future payments under the 
percentage of actual cost teimbursement variation. This 
report recommends that USAIi/Indonesia develop a payment 
verification system for the Provincial Development Projects 
which complies with Handbook 3 requirements. Mdanagement 
planned to develop an appropriate payment verification 
system for the projects beginning with voucher reviews of 
two participating provinces arid increases in the financial 
analysis capability of the USAID/Indonesia staff. 
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AUDIT OF THE INDONESIAN
 

PROVINCIAL DEVELOPMENT PROJECTS I AND II
 

PART I - INTRODUCTION
 

A. Background
 

The Provincial Development Projects I and II (POP) were
 
implemented in eight of Indonesia's 27 provinces. 
 Their
 
overall goal was to improve the production and productive

capacity of the rural poor throughout Indonesia. The
 
projects sought to achieve 
 this goal by: (I) improving the
 
capabilities of local governments in 
 participating provinces

to undertake rural development activities which improve the
 
productive capacity of the 
 rural poor; (2) increasing the
 
capabilities of the central government to 
 support local
 
government rural development activities which impact on the
 
incomes of the rural poor; and (3) raising 
incomes of rural
 
poor within the project areas. Planned outputs were rural

development subprojects aimed at increasing the incomes of
 
the rural poor. These activities were to be identified,

planned, implemented, monitored and evaluated by local
 
governments. At the time of the 
 audit, 2,815 subproject

activities had been initiated at 
an average cost of $10,599
 
per subproject.
 

The two projects were authorized for 11 years. Provincial 
Development Project I (Project No. 497-0264), 
 implemented in
 
the Indonesian provinces of Aceh and Central Java, 
 was

initially authorized from August 1977 through 
 December
 
1981. In 1982 the project was extended through April 1988.
 
Provincial Development Project II (Project No. 497-0276),

implemented in the provinces of Bengkulu, East Java, East
 
Nusa Tenggara, South Kalimantan, West Java, and West Nusa
 
Tenggara, was initially authorized from May 1978 through the
 
end of 1982. In April 1983, it was extended to December
 
1989.
 

As of December, 1987 
 a total of $59.1 million in A.I.D.
 
funds had been obligated under the two projects, $41.5
 
million 
 in loans and $17.6 million in grants. Seventy-six

percent, $44.9 million, of the total obligations had been
 
dispersed. The Government 
 of' Indonesia contribution was

about $54 million. See Exhibit 1 for details concerning the
 
financial status of the two projects.
 

Fixed amount reimbursement (FAR) is a method of financing

A.I.D. projects whereby disbursements are tied to project

outputs rather than inputs. A.I.D. 
funds are disbursed

after the project or a specified segment has been completed

in conformance with project design specifications and
 
standards approved 
 by A.I.D. in advance. USAID/Indonesia
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made reimbursement payments 
 for PDP subprojects under two
variations of FAR procedures. The FAR
pure variation was
used in POP
both projects from initiation until 1985 when
payment procedures were 
changed to the percentage of actual
cost reimbursement 
 variation of FAR procedures. Under the
 purc FAR variation, 
 estimates of project implementation
costs 
 derived from the project design specifications and
standards are 
reviewed and approved 
 by A.I.D. in advance.
A.I.D. agrees to reimburse the host govrnment 
a percentage

of trie estilated cost after the 
 project ol specified
segments have been completed, n.ct d mid accepted by
A. I.D. Thi.s percentage becomes the A. I.D. fixed

reimbursement amount which not during
does vary project
imp]omentation. Costs in 
excess of 
 the approved estimates
 
are absorbed by 
 the host government. If implementation

costs are less t an estimated, A.I.D. reimburses the full
 
fixed amro t .
 

Under the percentage of actual cost r,,il.,uIueint variation
of FAR procedures, A.I.D. agrees to pay a fixed percentage
of the actual cost for each project activity that is
completed. Therefoi2, as costs increase the 
amount of the
A.I.D. contribution 
increases although 
 the percentage of
total project costs 
 same. 
 to
remains the Prior reimburse­ment, A.I.D. should verify 
 actual costs incurreJ for theproject or sgments, obtain certification from the hostgovernment that activitiesthe had been completed in
accordance with approved des igr specificatiorts, and inspect
the completed activit.ieq on v tt al oa saiple basis. 

PUP subprojects were generally smail 
 and involved providing

commodities, livestock 
 and training to beneficiaries.

Subprojects were 
initiated in the followirg areas: credit,
estate crops, 'ishing, food 
 crops, forestry, irrigation,
livestock, small 
 industry and training. As of March 1987, 
a
total of 2,815 subprojects had 
 been initiated representing
$29.8 mil liorn 
 in A.I.D. funds for an average A. I.D. cost
 per 
subproject of $10,599. Iwo eva]luations covering bothPOP I ano 1.L had been conrducted. [he first, completed in

1981, considered Indonesian 
 Government and 
 A.I.D. support
for PUP, progress in institutional development and impact of
PUP on the rural 
poor. This eva]uation made recommendations 
for modi lyinrg the program. 'A second evaluation was beingconducted [n two phases at cine of audit.the the Phaseassessed the impact of' PUP on 
int ended beneficiaries. 
 The
report wlich veu]ted fromi this phase did not includerpcommenrda tjiu" i and was awaitir g review and approval by the
Indonesian hover 
menLt. Phase .1 evalua ted the institutional
 
developmetu impact of nurP. A report on Phase II had been
submit t e u USAJb/NI doriesia. A consultant had been
contracted 
 to consolidate 
 the reports 
 from the two phases

into one overall evaluation report.
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Technical 
 assistance was provided to participating PUP
 
provinces under two A.I.D. funded contracts with two private

consultant 
firms. At the time oF the audit, 24 consultants 
under the supervision of two chief consultants were working
in the eight POP provinces. le consultants Drovi'ded
technical assistance in such areas as credit, agriculture

and livestock raising. A total of $18 million had been 
spent under the two projects for such technical assistance 
as of December 1987. 

B. Audit Ojectives and Scope 

This was primarily a program results audit. The objectives
of the audit were to determine whether: (1) goals and
 
purposes of the 
 program were being achieved; (2) an
effective system for monitoring program results had been 
established; (3) arrangements for an orderly A.I.O.
withdrawal from the program had been made; and (4) cost
reimbursement payments made by USAID/iLdonesia were proper.
The audit did not include a review of the Government of 
Indonesia (GOI) contribution or A.I.D. direct contracts for
 
technical assistance. The audit was made at 
 USAID/Indonesia
and at provincial, district and village government levels 
within two participating provinces. Provinces were selected 
based on the size of the i nvestment in the Provincial
Development Projects (PDP), while villages and recipieqts
interviewed were selected in conjunction with GOI aind
USAID/Indonesia officials on the basis that they were 
representative of PDP subprojects. Audit work included
reviews of project administrative files, limited reviews of
POP financial records for subprojects in the two PUP
provinces, and i;iterv.iews w.th USAI/Indonesia and K51
officials and PDP recipients, Payment vouchers for goods
and services delivered under two PUP subprojects were also 
reviewed. 

The audit was conducted from January 1987 through April
1987. It was made in accordance with generally accepted 
government auditing standards. Internal controls and
 
compliance work was 
 limited to findings discussed in the
 
report.
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AUDIT OF 1HE INDONESIAN 

PROVINCIAL DEVELOPMENT PROJECTS I AND I 

PART i1 - RESULTS OF AUDIT 

Audit results of the Provincial Development Projects I and 
II (PDP) showed that (1) the system for monitoring progress 
of more than 2,800 PUP subprojects toward the proiects'
overall goal and purposes shoJlo he improved; (2) a plan for 
the orderly and efficient t rans Fur of program operat:ions
from A.I.D. to the Government of' Indonesia to ensure that 
program benefits have a lasting institutional effect shculd 
be developed; and (3) a payment verification system to 
ensure that payments made by A.1.D. for the more than 2,800 
subproject activities are proper should be established. 

Althbough some subp rojects were reported to be unsuccessful, 
a 1986 evaluation reported that the pcogram had success in 
raising the incomes of Uhpruject recipients. The 
evaluation report claimed that PUP recipients, on the 
average, increased their incomes by 69 cent annually for 
each dollar that was spent for direct subproject support. 
Of course, the benefit to cost ratio varied significantly 
from 33 cents to $1.66 for each dollar spent for the eight 
targeted provinces. Project ;-fici.ls believed that 
progress had been made by the ioart icilpating provinces and 
districts in the piann ing arnd implenentation of development 
activities and that the capacity of the central government 
to support such activities had been increased. 

This repcrt recommends tat JSAID/Indonesia (1) improve the 
monitoring system to obtaik and analyze information needed 
to measure progress In ac:hiuvItl(g p rujiuct goals and purposes, 
(2) develop a plan for thu trHsfei of p:ogram operations to 
the Government of lridon-E.ia after A.I.D. withdraws, and (3) 
develop a payment verificat.';n .ystem which complies with 
A.I.D. regulations so that thu propriety of payments made 
for subproject activities can be ensured. 
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A. Findings and fRecornmendations 

I. 	 A System for Measuring Projress Toward the Projects' 
Goal and Purposes Should be Established 

The logical frameworks foi' the Provinc i.l Development
Projects I and II (PDP) established the goal and purposes to 
be achieved by the projec,'t s and identified verifiable
indicators for measuring success in achieving the goal and 
purposes. LISAID/Indonesia could noL measure the success of
2,815 PDP subproject-; in realizing the program goal and 
purposes. This occurred because an effective management
information system fot- gathering and analyzing information 
concerning progress toward 
 verifiable indicators 
 and

achievements in project implementation had not been 
established. As a result, USAID/Indonesia could not readily
 
measure the impact of 
$44.9 million in A.I.D. funds expended
 
for PDP.
 

Recommendation No. I
 

We 	 recommend that USAID/Indonesia establish monitoring
a 

system for the Provincial Development Projects which gathers
and analyzes information concerning progress toward 
verifiable indicators thatso achievement of the projects'

goal and purposes cal be measured. Such informatian should 
include: 

-	 Increases in incomes, pruducLiot, and consumption
 
resulting from participation in the Provincial
 
Development Projects; 

-	 Improvements in the quality of planning, implementation,

monitoring and evaltl;ti.on of development activities by

participating provi,,cial and district governments
because of' involvement in the Provincial Development
 
Projects; and 

- Lessans learner; by participating provinces and districts 
in planning, inplementa t.ton, monitoring and evaluating
development activities resulting from participation in 
the Provincial [evelrpment Projects. 

Discussion 
,he logical frameworks incorporated in PDP project papers 

presented Li e overall goal and purposes of the PDP program.
They also prescribed a series of' verifiable indicators by
whicn to measure achievement of' the goal and purposes. An
effective reporting and monitoring system must therefore 
provide USAID/Indonesia and Government of Indonesia (GOI)
officials with inforiation concerning the performance and 
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results of P ' subproj ,(L ,c I r lation to t, everifiable indicators. Th, PDP g C.a l, purpos. an,
verifiable indicators ; prusenterd in the logical framc.,ork 
arc as follows: 

Narrative Summar- Verifiable Indicators 

Program Goal - To increase the Increased consumption by

long-term income of rural people. 
 people directly or indi­

rnctly benefi tirg from 
PDI1.
 

Purpose Number 1: To increase the More timely, accurate,

capacity of central government u3(efui policy and guid­
agencies to support 
local govern- ance; timely management

ment agencies in areastarget decisions based on
 
to under take the above activities, improved information 

.'yst: ells. 

PUri2OSe NtumbIlher iriCJPad th :' ]where2: lo - ll and, ty stems 

capacity of local. government none existed previously;

agencies in EaLget areas to under- more comprehensive and

take annual planning and to p]ar, refined forms of plans

implement, monitor and evaluate and systems where none
 
rurai development activities. 
 had existed previously:
 

wo ' acuerate benefi.­
ciary selection throuq1!
improved policy and more 
refined techniques of
 
identification of
 
beneficiaries.
 

Purpose Number 3: 
To increase the; Increae,,:d productiotl

production and productive capaci.y 
 ,noiig :.fAbprojrct bne-.
 
of rural people. 
 f:,iaris; skills, 

etol..i nt: and orgiini­
,Lijon w h helpedhli to 

i.ricrease rural peoples' 
productivity. 

A.ID. Handbook 3, Project Assis.arce, Sections 12B2 and 
12C4 stated that proje2ct mron tr rjJ. lg,id evaluation were 
interrelated 
 I corUiny t te 
effect ive eva luat ion of project pcrformanc depended o n a 

func tios l. to Handbook, 

viable moiJ.t orn g sy st erri wh i c h fnea s ,red ongoing p rogre ss
toward 
 ver:jfiabl e I dJ.(atot',s-. A imonil:-ui g system based or)
the ve r fiahle i id.t,.:a: o rs fu 1- PUP I and 11 siojuld,
therefore, provide, the fo.lo". ilol type-,s, of iforllation: 

- Baseline dae -oncerning the stalus of PDP beneficiaries 
before pait ic ipa tion in the program, inc luding income 
levels, production, experditures and consumption; 
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Increases from the baseline in income, production and 
consumption resulting from parti'ipation in POP; 

Improvements in the quality of planning, implementation,
 
monitoring and evaluation of development act:ivities by

participating provincial district
and governments
 
because of involvement in POP; and
 

Lessons learned in the planning, implementation,

monitoring and evaluation of development activities by

participating provinces and 
 districts after involvement
 
in POP activities.
 

USAID/Indonesia could 
 rot measure progress of PDP activities
 
in achieving the program goal and purposes. a
Although 

recent evaluation saio 
 that, overall, POP had a positive

impact on the incomes ef recipients, USAID/Indonesia lacked
 
information concerning impact on 
individual beneficiaries.
 
Such informatiorn was needed to determine progress toward the
 
verifiable indicators success
and in achieving the program

goal and purposes. The Mission did not 
 know the number of
 
people who had 
 benefited either directly or indirectly from 
POP activities, the changes the productionin or productive

capacity of beneficiaries or 
 the changes in individual
 
incomes.
 

In addition, without an effective monitoring systew the
 
Mission could be that 2,815
not sure the subprojects

implemented in Indonesian
eight provinces were delivering
 
sustained benefits to the target population, the ru ral 
poor. According to 
 the PUP project papers, POP subprojects
should ben,." :0e poorer rura.l inrhahitant s of participa ing
provinces. Specifically, PUP acuLivities shoul].d target rural 
people whose incomes were below $150 per year, based on 1969 
prices, and whose diets were less than 2,670 calories per
day. Examples noted in field reports prepared by POP 
consultants raised questi onls conicerning the ta rget ing and 
sustainability 
 of PUP subprojects. Specifically, a
 
beneficiary received a home garden although he already owned
 
two houses, a fairly larCe home garden and 
 agricultural

land. Anot her be.efi:.iary participated in a small industry

subproject, although he his minibus. caLtle
owned own 
 A 

raising pr'oject d]i :;t ,'ibuted 4 bulls and 48 cows to 26
 
recipient5 who alread'y owned cattle. A project to deliver
 
sheep to fIa.'mer-s distributed animals which were sick and
 
suffered aborted fetuses dca to the 
 long journeys to the 
villages. A subproject. Lo supply ,eedlirngs to farmers was 
unsuccessful as only 300 of the seedlings1500 survived
 
transport to the project site.
 

USAIlD/ldonesia could not 
measure POP progress in developing
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the planning, implementation, monitoring and evaluation 
capabilities of particLpating provinces. The Mission could 
not determine which of the eight POP provinces were 
successfully developing capabilities intended by the 
project. At the time of the audit, all eight provinces had 
gone through four POP subprojuct planning and implementation 
cycles. However, the Mission lacked documentary evidence 
demonstrating changes in the planning and implementation 
capabilities of participat ing provinces. Officials 
indicated that several provinces were making significant 
progress as a result of part icipation in POP. However, 
because the provinces in which progress was reported were 
selected based on personal impressions and beliefs of 
individual officials rather than on documentary evidence, 
the reported progress could not be verified, measured nor 
analyzed.
 

PDP monitoring and reporting methods did not provide 
information needed for measuring progress of PDP activities 
in meeting the verifiable indicators and in achieving the 
program goal and purposes. The chief consultant for two PDP 
provinces pointed out the need for better reporting in a 
report prepared in june 1986 at the end of his contract 
period. He said that: 

"Despite efforts in some PDP p,:ovinces, PDP has not 
yet been able to introduce adequate systems for 
monitoring/reporting on project ... implementation
 
or evaluating project impact. This effort still
 
needs to be undertaken."
 

Two 1981 Project ImplementLaton L.etters (PIL) and a 1983 
project paper amedrdmc rn .. c s t:a bl Ished the monitoring 
procedures for POP activities. Primary responsibility for 
monitoring was delegated Lo the Government of Ildonesia. 
Three types of reports concerning PDF subprojects were to be 
submitted to IJSAID/Indowe:;ia . These ieports ware (.1) 
monthly and quarterly proqruso ceoorts, (2) quarterly
consultant reports, and (0) field inspection reports.
However, neither the PIL nor the project amendment specified 
the types of information which should be reported. As a 
result, the POP monitoring reports did not provide the types 
of ongoing information needed to measurQ achievement of the 
projects' verifiable indicators aild monitor progress toward 
project goal and purposes. 

PreparaLion of monlh].y or quarLtiy progress reports for 
each POP 'uhproject was required by directives from the 
Indoneni a m .inistry of Home Af fairs. The forms were 
initia ly prescribed in directi yes issued in 1981 and 
revi sed in 1985. These reports were prepared by the 
district level technical agencies which were also 
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responsiole for subp roject implementation. They were 
submitted to the research and evaluation section at tne 
provincial government levels fur review, consolidation and 
submission to the Indonesia Ministry of Home Affairs and 
USAlD/Indonesia.
 

Although Mission officials indicated that several provinces
 
had adopted more detailed reporting formats, the two
 
provinces reviewed by the audit team were submitting only
 
the GOI required forms which were financially oriented,
 
geared to the A.I.D. reimbursement process and -prepared in
 
the Indonesian language. In addition, Phase I of the 1986
 
evaluation stated that these forms were the basis of the PDP
 
monitoring system project-wide. A review of these forms
 
revealed that they did not present the types of information
 
needed for measuring progress toward verifiable indicators.
 
The reports did nit discuss changes in the incomes,
 
production, consumption and productivity of recipients; they 
did not address changes in the p lanning and implementation 
capabilitie. of palticipating provinces; nor did they 
discuss improvements in the capacity uf the central 
government agencies Lo support development activities by 
local governments. 

For example, a progress report dated March 1987 from 
Bengkulu Province, which according to the PDP consultant was 
typical of reports prepared by the province, reported on 
seven subprojects implemented during the fiscal year 1985/86 
planning cycle. The report contained such information as: 
a brief description of the activity; the percentage of funds 
dispersed; the degree (of implementation that had been 
achieved; and a very brief description of the subproject 
benefits. The report described a banana orchard demonstra­
tion as 10 percent complcL nd with 1UU percent of funds 
disbursed. The subprnject benefit was described as "Can be 
imitated by farmers." A suhpmojce:t described as sovhean 
multiplication was also 100 percent completed with I00 
percent of funds disbursed. The subproject benefit was 
described as "Improve the qtalt ty of seeds." The report did 
not provide information on how well the subprojects were 
planned and implemented, lessons learned, economic benefit 
derived or the impact on improving the incomes of the rural 
poor. 

The report on Phase II of the 1986 evaluation said that
 
progress reporting needed improvement. According to the
 
report, no clear guidelines were provided to the provinces
 
and districts as to when the progress reports should be
 
completed, who should fill them out and at what level and
 
what types of information should be included.
 

Quarterly reports prepared by the consultants assigned to
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the Kyhi:L POP ,:,.nces werc identified in the 1983 proj,:t. 
papor amnndment an ." important source of information f,
 
USAID/indonesia concerning PUP activities. These repoics
 
were submitted to USAID/Indonesia, the GOI Ministry of Home
 
Affairs and, in some cases, the provincial and district
 
level governments. No standard reporting format had been
 
prescribed for the consultant reports. Decisions concerning
 
the types of information to be included in the reports were
 
left to each consultat.
 

Consultant reports covering the period October 1985 through
 
September 1986 for eight PUP provinces were analyzed by the
 
audit team. The analysis of these 43 reports questioned the
 
value of the consultants' reports as a management tool.
 
This review disclosed that most reports were weighted 
heavily toward financial and administrative matters with 
little emphasis on the types of information needed to 
measure progress tow rd the program goal and purposes. For 
example, all 43 repoits presented financial data and 
discussed such administrative matters as the consultants' 
annual and sick leave schedules, their movements during the 
quarter and their planned activJties during the next 
quarter. However, only 5 reports or 12 percent discussed 
subproject impact on the i m ,omen and productivity of 
beneficiar ies and nonly [8 rep rorts or /42 percent described 
progress in planni.nrg -d jlnni Jp:liant.iny subprojects. None of 
the reports provided uthur types of information needed to 
measurc progress toward thy leujtcLs' goal and purposes such 
as baseline data conacerrning the economic status of 
sL"4roject recipients or lessons learned from subproject 
implementat ion. 

The third report:.i.ng method was Chu field inspect ion report 
resulting from inspectinns ,:Jundum teid upon completion of 
subproject implementation. r:ordi ng to the PILs which 
establitsh ed the mon i.toring o .c e.]d ur e 5, these reports were 
intended to v info ma t. curm implementatiorpro ide concerning 
progress uf subp rujecL s, p rb] (ers encountered and lessons 
learned, as well as whether the activity had been completed 
and was ready for reimbursement. However, these reports 
were incomplete and geared to the USAID reimbursement 
process. As a result, their benefit as a means of measuring 
progress toward project goals and purposes was questionable. 

The field inspection reports were prepared by a joint team
 
compused of representatives fUromr USAID/Indonesia and the GOI
 
central and prnvincial mqjoveynments. The reports identified
 
subprojezct:s which had been inspected. However, they did not
 
identify the villages undei each subproject which had been
 
reviowco by the inspection team. Since each subproject
 
could bn implement:ed in as many as five villages, the
 
reports did not adequately document the inspection process.
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As a result, the Mission did nut know which villages undtr 
each subproject had been irnspec'.-, and which ones ihao noC,
In addition, the inspection repotri- did not discuss tre
 
impact of subprojects upon recipients or identify lessons
 
learned that could be 
used by the provincial governments in
 
planning, designing and implementing future subprojects.
 

In response to the audit team's 
 initial impressions

concerning 
 the PDP reporting system, USAID/Indonesia
identified several other mechanisms which they saio provioed
information concerning program 
 activities. These included
 
special evaluations, and
special end-of-term consultant
 
reports, consultant conferences and workshops. According to
 
the Mission, each PUP province had used local universities
 
to conduct at least one evaluation on PUP's impact. Special

consultants reports on topics related to PUP had been
 
prepared as needed or as requested by USAID and the GOI.
 
Annual consultant conferences had been held dealing with
 
specific themes as
such planning, monitoring, evaluation or
 
technical, assistance. Two workshops were sponsored by the
 
GOI to discuss similar topics.
 

Mission officials provided d . -, ijun
.... related to thzee
 
consultant confereoces 
 helo i, May .1.981, March 198A and
 
October 1985. Analysis of tWe. documents revealed that
 
they did not provide the typ.es of information needed for
 
measuring progress 
 toward p;ujcc. 'uals and objectives. The 
documents were simply anr;cuncemcnL letters stating the
places, dates and purp..- -or conf'erences and the
 
discussion agenda for each,. 
Thu conr'erunce held in October
 
1985 focused 
 on the PDP I.,iiuig and evaluation system.

According to the conference agu ., is cussions 
 included the
 
monitoring and evaluation 
 ,y v av k suveral POP provinces
and the PDP planning and rei:i. em.nt systems. 
 However,

the documentation did nWt incLj -n summaries of conference
 
discussions, conclusions conC'riiqi, 
 pr:ogress and problems in
 
implementing the overall 
 P.P moni touing and evaluation 
system, recommendations for impruvLng the program 
 or
 
evaluation of progress 
 in meeting program goals and
 
objectives.
 

Officials also provided a document which resulted from a
 
1981 PDP workshop. However, the 
value of the document as a

USAID management tool was questionable since it written
was 

entirely in the Indonesian language.
 

Special evaluations, conferenceb and 
 workshops were
important methods for exchanging information between
 
provinces, GOI an(o USAID/lndonesia personnel, and PDP
 
consultants. However, 
 benefits from these activities were
 
limited because they only allow the 
 exchange of information
 
concerning subproject 
 status and overall PDP implementation
 

11
 



at one point in time. They 'J.J'I ot provide the contir uou.L
flow of information necossary to measure progress towar'd
 
verifiable indicators and, in 
 tur;n, the POP goal and
 
purposes. Therefore, special evaluations, conferences and
 
workshops could not substitute for a monitoring system which
 
reports on day-to-day planning, implementation and impact of
 
subprojects.
 

USAID/Indonesia was unable to measure 
PDP progress toward
 
the projects' 
 goals and purposes. The Mission, therefore,

could not determine at regular intervals the program's

impact on the incomes, production and productive capacity of

the rural poor or the degree of improvement that was
 
occurring 
 in the subproject planning and implementation

capabilities of participating provinces. As a result,

USAID/Indonesia 
 could not readily measure benefits derived
 
from the $44.9 million in A.I.D. funds expended.
 

Management Comments
 

Management comments on this firdirg and 
 recommendation were
 
very lengthy and can be found in their entirety at pages 1
 
to 15 of Appendix A. Followirg i.. a summary of the major

points pertinent to the recommendation. Management

responded that the intent 
 of POP was to strengthen local

agencies of the GOI by increasing their capacities to plan

and implement development actIv.lieso which would benefit the
 
rural poor. This was to be:, accomplished by improving and
strengthening existing GOt systems 
 and approaches.
Therefore, PDP focused on improving process,,s, systems and 
practices of. local development agencies rather than seeking
to achieve specific quantifiable objectives such as those 
round in non-institution building projects. According to 
management, it was always intended that the GOI would be
 
better able to manage their own dr>,'eiopment programs because
 
of experience gained through PDP.
 

According to management, V h)"idd buen managed threvu.h 
indirect process-oriented management which attempted to
achieve a balance between the two project purposes of
 
decentralizing decision making and increasing rural incomes
 
to achieve the long-term objective of institutional
 
development. As a result, gain, which resulted in improved

central and local government capabilities in program
management were sometimes achieved at the cost of less
 
efficient, less technically sound !ubpxoject planning )t)d
 
implementation.
 

In early 1987, project managunitt recommended that upon
completion of these projects POP-type 
 assistance not be

continued on a large scaI., This recommendation, was based 
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on the status of the GUI's progress in decentralization, the
 
types of assistance USAID/ Indonesia could best provide and
 
the level of staff required to adequately manage, monitor
 
and report on PDP-type assistance. Management concluded
 
that "...It is not developmentally or politically practical
 
to translate this judgment into immediate, in some cases,
 
radical changes in how the remaining support under PDP I and
 
II is to be provided."
 

Management believed Lhat the type and specificity of
 
subproject monitoring 
 called for in the report was
 
inconsistent with the projects' goals and 
 purposes.

Management contended that a 
 monitoring and information
 
system for PDP existed which was adequate to provide
 
information consistent with tne 
management style appropriate

for a decentralized program with broadly defined
 
institutional development objectives. This system consisted
 
of consultants' reports, field inspection reports 
 and
 
evaluations. Management also said that 
the projects' goals
 
and purposes were not easily quantifiabLe or verifiable,
 
therefore it was difficult to determine when the project had
 
achieved its objectives. Management believed that this was
 
a problem common to most. institution building projects.
 

However, management commented that a number of steps had
 
been taken to sharpen and further define project objectives
 
so that progress t, achieving them could be better
 
assessed. Further steps in conjunction with the GOI were
 
planned to identify and document progress toward
 
objectives. Yet, a consolidated statement of these plans
 
had not been prepared because of the reorganization of the
 
GOI implementing agency which had been in process for the
 
past two years. Plans inc]uded a national seminar with GOI,
 
University and donor parLicipnlr,. to review PDP's progress
 
in institutional developmeeL. The results of this seminar
 
could become the basis for a tinal project evaluation in
 
1989. Management proposed to repeat the 1986 survey on
 
beneficiary impact as part of the final evaluation to assess
 
progress in increased beneficiary incomes. In addition,
 
management had included a new 
 form as part of the field
 
inspection. This form identified the location of PDP
the 

subproject being inspected and the number of beneficiaries,
 
assessed the quality and appfbpriateness of implementation
 
and identified lessons learned. Finally, management 
said
 
that with the completion uf the reorganization of the GO!
 
implementing agency in December 1987, it 
would be possible 
to develop a plan consiSLe t with project; goals, objectives 
and management practices. 

Office of" the .lrsjec tu' General Comments 

Management contended that, because PDP I I1 were
and 
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institution building projects. indicators of 
 progress townnj

project goa.l and pdrposes could not be establisheu iA if,
non-institution building 
 projects. ELsdlisnirg verii ,ableindicators for institution builoKng projects can Oe
difficult. Such indicators can not al.ways be expressed in
easily quantifiable terms. 
 However, subjective assessments

of progress toward project goals and objectives can be made
if an 
 effective information system for monitoring project

implementation 
 has been established and baseline

information, expressed 
 either quantitatively or
qualitatively, 
 has been collected. Without 
 these key

elements, assessments of progress 
 toward institution
 
building 
 purposes only 
 made 

impressions and unsubstantiated opinions.
 

goals and can be through
 

In its response to the diaft 
 audit report, management

implied that trade-offs were made in the planning and

implementation of PUP subprojects. 
 Management said that
less technically sounu 
 and eIffcient activities were

implemented in order to acIieve gains in 
the GOI's capacity
to manage programs. It 
 is true Lhac te planning andimplementation of 
PUP subprjecsL.. d have been impro'veJ.

However, it is questionable ,,-:. tihe tiade-ofs imp lied
in their comments were ieess ; afropriate. had

baseline ioformation on the 
 mcaP.bere'wt cpacity of the GUI
been collected before the 
 prjets [.-O and 
 an erFectiye
management information system 
 as tescribed the
in audit
 
report been established, maniagemernt 
 could have identified

and terminated those project 
 activities which werc not

contributing 
 to the projecls' institution building goal and
 purposes. Without key
these manadement elements, managers

could not effectively measure prot.ram results ustify
or 

program costs in of
terms improvemenLS in the man& qemen.t
capabilities of the GUI. 

USAID/Indonesia contended 
 that a management information
 
system for PUP was unnecessdry and contrary 
 to the

institution ouildirg goal 
 and purposes of the projects.
Yet, they had 
 taken action to establish such a system.

June 1987, after preliminary audit results were 

in
 
presented to
 

management, subproject 
 field inspectors were provided a form
 
to be filled out for each, subproject. If properly

completed, this 
 form gave information on subproject

locations, qualitative assessments 
 of each subproject,
number of beneficiaries, 
 quality of implementation and
 
lessons learned. This new procedure was certainly a step in
the right direction and 
 should have begun to provide the
 
types of information needed 
 to effectively manage PUP and
 assess progress in achieving the program goal and purposes.

It 
is regretful that this procedure was not implemented

earlier in response to recommendations 
 from two project

evaluations conducted in and Both
1981 1986. evaluations
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recommended improveme ts in Lh syst'm fo r 1 jMUi R,(IW 
projt .L implementation. 

Management statrud t ha t: a primary r,&- s, for renevi 
technical as.istancc contract uder~d PDP in 1984 was to 
develop a functional and practicaJ monitor ng and evaluation 
system for the program. However, the system which resulted 
from this contract renewal was not midted by the GOI. 
Elements of the sysLem were i.mpul. L- F .j of theni, P] 

eight provinces in which tet p uj ct had -,u, ni es. azt As 
result, benefits derived from the $3.8 mWlino spent to 
renew the consultant contract were questiurable. 
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2. A Plan for OrderlyAI 
 .y . hdjw.' U 'rilh-PFrov i.nci,Development Projcts shout,I-be_] .-r -


The Projuct Papers for the 
 irovirc:al Uevel.opment Projec:.s(PDP) said that 
 as a model for replication in otper

Government of Indonesia 
(GOI) programs, the projects shoulcgradually reduce 
 dependency of participating provinces on
A.I.D. 
 and consultants 
 for planning, implementing,

monitoring and 
 evaluating development activities by buildjpn­
local capacity to perform these fau ct ions. Howevel , t i­audit found that improvements 
 in planning, implementij,
monitoring 
 and evaluating development activities made at 
tLQ
provincial and district levels 
may not continue 
 after A.I.b.
withdraws from the 
 program and such improvements may not bereplicated in other GUI 
programs. 
 Ihis could occur because
 a plan for A.I.D. orderly withdrawal from the program had
not been developed. As a result, 
the $18 million in A.I.D.
funds spent 
 for technical 
 assistance to improveplanning, monitoring, implementation 

the 
and evaiuat !.;
capabilities of partic ipating provinces and districts may

not have lasting impact. 

Recommendation No. 
2
 

We recommend that USAID/lndorsia ,,&.elup 
 d plan fOr Oreorderly transfer of operations of 
the Provincial Develcprme'.

Projects to the 
Gove rnment of Indonesia. This plan should:
 

a. Discuss how 
 USAW/Jndornebia can assi st. ' hoGovernment of 
 Indone sia .in assuming responsic i it.,.

for technica I ,;rv ices sary, v:> ror 
 sustainirn.
 
program act ivi t.
. ; 

b. Identify othtr TaOgI ,urcess1o 
 for Oev- C. 'P"ent 
activitiem planned and implemented 
 unjer tt::.

Provincial Development PrujecL. s; and 

c. Identi fy t:tose aspects of the 
 ProviNci l

Development Projects which will 
 continue after the 
program 
 ends and discuss relationships to any

follow-on activities.
 

Discus sion 

The PDP prnject papers 
said that the projects should develop

sustainab]e systems approachesaid which could ser',e asmodels for replication 
 in other GUI programs. The piojctpapers al ,so said that a benchma rk for measuring n-'' success wil1] be the growth in the number of pi o-r]which adopt 

GOI msthe PDP plarninig process , information system andemphasis on accourntab.i lity for implementation. The project
papers directed that the projucts build functioning systems
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which increasingly 
 rely or Lhel.ir own efforts aLther than 
on
A.I.D. or corsul.Ljnts 
 for planning, implementation,

monitoring and evaluatj.on. 

Improvements in 
 the planning, implementation, monitoring and
evaluation capabilities 
 at the provincial and district
levels 
 may not continue after 
 A.I.U. withdraws from the
program. Both projects 
 were approaching 
 their scheduled
termination dates. 
 PDP I, initiated in August 1978 was
planned to terminate in April of 1988 and PDP 
 II, initiated
in Hay 1978, 
 was planned to end in December of 1989.
Although less than three 
 years remained before PUP ended,
arrangements 
 for orderly A.I.D. withdrawal and transfer of
activities to the Government 
 of Indonesia had not
made. 
 Plans for gradually phasing 
been
 

out technical assistance
had not been prepared nor had alternative funding 
sources
been identified 
 to ensure continuation of development

activities.
 

The A.I.D. 
 funded contracts 
 for technical assistance were
scheduled to end in 1987 and 
 19F8 for PDP I and POP 
 II,
respectively. 
 However, USAID/Indonesia 
had not arranged for
the orderly transfer of 
 such eeponsibility to the 
 GOI.
Officials at USAID/Indonesia 
 as l as at the provincial
and district level governments v.siterl during the audit
believed 
 that technical aSsistance was needed for
continuation 
 of POP type autivities. 
 Such assistance had
been provided to 
the projects by cunzultants unde-r A.I.D.
funded contracts with to prL 
 i'A C, i,.La--ot1. f At thetime of the audit there were Lwenty -.six consuLtarits in theeight POP pro/inces. H-io~V ,1 1pLa n., for t.ransferringfunding and management rtsponsibiLii: 3 oL' such technical
assistance to the GOI liad nC 
 0-;,, prepared. 

Alternative sources 
of fCmL Iwc p!aeL A.I,0. subprojectfinarncing had not oeen Iden if iu Luth the Mission and GOIofficials 
 said that provincial and district 
 level
governments within Indonesia might 
 supply funds from local
 revenue sources to replace A.I.D. funds or 
that funds might
be obtained from other 
 donors such. as the World Bank.
However, neither USAID/Indonesia nor the GOI 
 had developed
plans for alternative funding. Furthermore, no funding
commitments had been obtained 
 'from provincial and district

level governments or 
from other donors.
 

In response to audit
the team's initial impressions
concerning the program, USAID/Indonesia said that PDP in 
 its
entirety was 
 never intended to become a permanent program of
the GOI. 
 As such, only certain aspects of the program would
continue 
 as part of a new national program which would
pursue many of 
the same objectives as 
POP at the provincial
and district levels. 
 The Mission believed that since the
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entire DDP program wo].ld not continue, a fofli plan for
A.ID. wilthdrawal was nut necensary. 

A formalized plan for orderly withdrawal is needed to ensure
the orderly tranfer of PDP activiLies to the GOI. Even if
POP in its entirety does not continue, a plan should be 
prepared which identifies those aspects of the program that 
will continue and relates these to the new project to be
irLiuiated. The plan is necessary tu ensure that alternati ve
funding sources for PUP activities are foud and that there
is an ordely phaseout of A.I.D. fundeo technical assistance 
with transfer of responsibilities to the GUI. therwi e
improvements made in planring and implement ing development
activities at the provincial and district levels will not
continue. As a result., the 118 million in A.I.D. funds 
spent for technical assistance to improve the planning,
monitoring, implementation and evaluation :apabilities of
participating provinces and districts may not have lasting 
impact. 

Management Comments 

Management sale that PDP was a very decentralized program
which placed responsibility for administering and managing
subproject activities 
 with local government officials.
 
Therefore, there 
 was no need to transfer these activitiies as 
would be reqired i.n other type p oijects. Al1so. Muinorment 
said that PUP exper.i.ence had developed the Capa:"1iti-s of

local governments to identify teLhnicdl dSistane nc'c. and 
to locate and contract for technical assi s tance as 
necessary. Management hud i !hvea? h t wvhile srme local
insLilut ions were still weak in ma: Wnnt SIcerta.[.in .. I15, 
providin] technical. iaqbI. ante nw OU,e ies' < 

1h"
allowing these institutions: .o to manage their own prtlurims 
w Lhout. relying hevily on OuLu. de ConSUl td . F,
provinces were instructed, in (ctocer 1987, to develop a
close-out approach during thel final year of PUP funding.
Provinces were expected to determine priorities and identify
those program elements which could be continued after PDP 
funding ended.
 

Office of the Ins ector General Comments 

Budgetary problems facing the GOI make a plan for A.I.D. 
withdrawal from PUP necessary 
 to ensure that funds are 
available to continue PDP activities. A consolidation of
the close-out plans prepared by participai.rig PUP prrjvinces
could become the basis for a project-wide plan for A.l.D.
withdrawal from the pregfam and a transfer of project 
responsibilities to the GUI. 
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3. APd~ytj o VerifJicatiorn System Needs to be st,,.li
 

A. I .U. Handbook 3, Project Assistance, required 
projects funded under the pure fixed amount reimbursumn . 
variation of fixed amount reimbursement (FAR) procedures ,; 
inspected and that costs be verified for projects fuided
 
under the percentage of actual cost reimbursement variation
 
of FAR procedures before A.I.D. reimbursement payments are
 
made. USAID/Indonesia provided financial support fn, 2 ,> 
subprojects under the Provinrcial Development ProjeLa, ([UP,'
 
without adequate assurance that the resources were actuaiyy
 
delivered and subprojects were completed. This occunrcwt,
 
because the inspection requirements of the pure FAR 
variation were unsuited to PDP subprojecLs and procedures
 
followed by USAID/Indonesia under the percentage of actual
 
cost reimbursement variation did not comply with Handbook 3
 
requirements. As a result, A.I.D. could not: be assured of
 
the propriety of payments totalling $11.6 million for
 
subproject s under the pure FAR variation or of Fut re,
 
payments under the percentage of actual cost reimbursement
 
variation.
 

Recommendation No. 3
 

We recommend that USAID/Indonesia develop a payment
 
verification system for Provincial Development Projects 1
 
and 11 that complies with A.1,0. Handbook 3 requirements.
 

DisCus sion
 

A.I .U. Hanldbnr k 3, Appendix 3J, titled Use of Fixed Amnont 
Ruimhur sement Method for Local Cost Financ ing, pre'Tr'D 
the nLinal cortirol. for A.I.1). iu.mbui t rmtts un!,i 'i.en 

amount Taimbuisermient procedures to ensure that paymerts .ae 
by A.I... activities are proper, approori. .:-:­fur project . 
reasondble. Under the iure fixed amioun t £eimbL . 'Lw­
variation of FAR procedures, A.I.D. Handbook 3 required that 
A.I.D. inspect completed subproject activities before
 
payment is made. Further, A.I.D. must be assured that the
 
completed activity complies with plans and specifications.
 
Payments are not based on actual cost. Rather, the amount
 
of reimbursement is fixed in advance based on cost estimates 
reviewed and approved by A. I.D. However, under the 
percentaqe of actual cost reimbursement variation of FAR 
procedures, A.I.D. Handbook 3 required that payments be made 
only after actual costs are verified for completed 
subprojects on E total or sample basis depenroing upon the 
USAID asse ssmenL of the implementing agency's ability to 
maintain accurate cost records. The sample should also be 
large enough to represent the universe. 

USA1D/Indonesia made payments under the pure FAR variation
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without adequatc aqsuranLce that th. good arid swr'ices wi.f 
delivctLtd 0i hS! the subprojcts were completeu. i. 
addition, USAl",rL:tILsia could nut be ;sgire(d that panyme',
under the percenLaqe of actual co;t reimbursement variat.Ir 
of FAR procedures were proper. 

USAiD/lndonesia made payments for tlIP subprojects under the 
pure FAR variation from initiation of the program in 1578 
tirough tihe 1984-1985 .ubprojcct plalnnj alld WmIWp.IemeeVt:tW 
cycle. Begi nning with the 1985-1986 cycle the reimbursereet 
method was changed to the percentage of actual cost 
reimbursement variatiun of FAR procedures. According to a 
1983 amenUment to the Project Paper, this change was made 
because the percentage of actual cost reimbursement 
variation was better suited to the large number of 
subproject activities.
 

Payment verificati.n procedure s fo]..lowded by USAIU/Irdonesia 
and the dovreiitiert of: indonesia (GU) uhder pure FAR and 
percentage of actual cost veimbursement variations were 
basically the same. Unce during each PUP pl].rinig c ycle an 
inspect ion Loam visited subprojeuts which had beer i' 

implemented t:o review activities. Thesu Leans consisteu of 
representatives from USAID/Indonesia, the GOI inistries of 
Home Affairs and Finance and local government of ficia.5, 
The inspection teams interviewed r-cipients ar6 reviewed 
vil lage, district and provincial documentatiui concerning
commodicies and services delivered. Results vei tn.n 
compa red to tWe siuoproject oudget of estima ted cos.s. Under 
the pure FAR variation, tUSAID/idonesia 's reimbursements 
were based on cn pproved percntiage or estiilnt.d cost for 
each subprojecaL. Under the perc entage of actual cost 
reimbui sement v ?i ] 1erepy u uc.,I, pa perc":entage 
of subproject actual costs. 

Projact uf Ti"Id.S agreed that tnW puii: FAH variat.on 
indppLop roia ICOY PUP. andbook 3, Appenui. 3K, c.ui zc 
that all s Jupr5jeu sites he irspec. te-d for activities fr ed 
under the pure FAR variation. Under PUP I and II more than 
2,800 subprojects, at an average cost of $].0,59 per
subproject, were establi shed in, eight I ndone sian prov inces. 
Each of these subprojecLs was iimplelented in as many as five 
different vil lages. As a result, compliancu with the 100l 
percent inrspectioi requi remlent under the pure FANl va.iatinn
could have requi red inspei: OF mire WHaI. 14,00
subproject situs U t- lD/Jndonesia off.i':ial i, h.t such 
an extensive lp reqi rement wias i tin b tion I llpob' c 
 -o 

because of .i rn .Ld staff and t . temotLu lc ti on5 uf Illany 
subproject sites . ho a result, projeet n l ic ial : ,hanged
the tund.i ig Ihu.md from the pure AR vavia t. jun to the 
percentage of actual cost reimbursmnt vai aut in. Since 
Handbook 3, Appenuix 3J, alluwed for reimbursument based on 
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inspection of a sample of subproject sites, LAi/,,dorres.
off ic.; l's i: t that the percentage of actua cc­
reimbursemont voriation was much more approprise for Pit­
subproject s,. 

USAID/Tridonej a could not be assured that reimbursement 
payments made under the percentage of actual cost 
reimbursement variation were proper b-cause of inadequacies
in cost verifiqt ion and sample .elect:lol prcedures. The2 
Mission made reim[borsement s OF a percentage of the
subproject's actual costs as ident i.fied in tint;tirigs supplied
by the LUO[ agency responsible fur implementing the
subproject. Howevor, no verification of th cost data was
made. Whethef uusts presented in the lisLi, gs represented
actual costs was questionable. For example, comparisons of
actual cost li;tiny< fur two subprojects to the budgeted 
cost estimates prepared almost a year earlier revealed that 
line items equalled the budgeted cost. 

The audit t.-ain attempted to vesify actual cost for two PUP 
subprojects by reviewing payment vouchers for goods and 
services delivered under the subprojects. Howev,
inadequacies in GO internal control procedures for managing
subproject costs m ae such verifications impossible. For

example, rather than accepting receipts from vendors upo,

payment for goods 
 and services, the government emp loye

making the purchase prepared a payment, vouicher wich 
 was-.
signed by thu vendor certifyinmg that the purch1as. as ,iuO.
This vouche r was t ;hen user by the venido r t.o rcc i.,,
 
payment. Sinc-e the government employee making the purc hase
 
also prepared the 
 sale s voucher, there was no asSWUM:a:.c , that
 
the voucher etfLed the actual price paid frI" L,
COimmiiiodi t ie s 
 u.r ' i .i.. i . .1 o, a ld li ul , , iMUoMLS O Wo!e 
payment VOuLitrs f"or Lh two siubproject s w.re questionable

They were always lin f iuores; rouned 
 to the ritrc. LtOuusdrd 
rupiah. Voucher totals for the two sulprojects always
equalled the Ji ~e ifumi in the subproj ect buldget ,sti.t es 
although these sltma Les were prepa red as much an a year in 
advance of the subpruject purchases. 

For example, a I inc tm in one, of ti slubprojct budget,,
for matcuria I; to be uJsed in moni toring anid niJhjpivi 5 iOin 
totalled 1H[3.0[il. tA rvJuw (of th IAU [ account inig rucors 
for tLi s i iiin rvet led four paymnt voucher for 
exactly 14/ t 5 oa . fhe vouchers --. ote h i nr ic, Jo I y
and twu in N Lvclw , r 1H ... ere t.."J L-u buy o1,f ,opplieinu:s L 
such as I. y irig pap , i ink, and i nts" . Fvun L tugh lie 
estiia t "ted soho r jual udjqef was pur epared in [oven in IPM4, 
one y,r h)tni Ilh l t . tio p jurchdne,, .th otur vouchers 
total l uxact y' It $ W.83.0 0 i Ft1he s . i mIIt. lded lrudget.
Another examp Ip invulved line ta budget. JiLm l fi or fimiLerHilIs 
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for a training course in agriculture and irrigati nn:
 
techniques. The budget estimated cost was $204.00. /A

review of the GUI accounting documents revealed four payment

vouchers with 
 totals rounded to the nearest thousanG
 
rupiah. All four purchases were made during March 1985 for
 
training equipment and office supplies. Although the budget
 
was prepared in November 1984, the four vouchers totalled
 
exactly the $204.00 in the estimated budget.
 

Procedures for selecting subproject sites for review by the
 
inspect ion team did not assure that those selected
 
adequately represented all sites under the subproject.

USAID/indunesia officials said that inspection teams
 
followed informal criteria in selecting villages for 
review. IWese inc luded selecting villages which had 
reported implementation problems and those where local
 
officials considered implementation to have been
 
particularly successful. However, the criteria had not been
 
documented. in addition, most inspection reports prepared
by the twims did not indicate how or why villages were 
selected nor did they always identify the sites visited.
 
Reports only identified villages where problems were noted.
 
As a result, USAI/ndoiesia couln not be assured that
 
procedures followed oby inspection teAms in each of the eigi

POP provirces were consistent or that samples selected by

the inspection teams were sufficient:ly large to adequately
 
reflect all subproject sites.
 

The IOU parCLent inspection requirement under the pure FAR 
variation made this method of project funding inappropriate
for PDP suhprojects. As a result, USAID/Indonesia lacked 
assurance that reimbursement payments under the pure FAR 
variation totaling $11.6 
 million for subproject activities 
were puoper. In addition, piocudures followed by
USAID/Indonesia in inspecting and accepting subprojects
funded ude r the percentage of actual cost reimbursement 
variatinn did not conform to requirements of A.I.0. Handbook 
3, Apperidi x 3J. As a result., the propriety of payments made 
under tLhis var iation was quesLionable. 

In resp ns, to the auldit team's initial impressions 
conceYWnnq Lhe paymiet verification system, USAiD/Indonesia
scheduled d na nCialI management review of at least two POP 
provin : duiirg SeiLrtumber 1987.
 

1
!Jain!_Th.'U :LY _t_ 1111erit__!!.I ,! 

Managemunt PlInned to devel-ip an appropriate payment
verification system for POP. A voucher verification review 
of two PlP provinces was to be completed in January 1988. 
In addi tion, increases in USAID/Indonesia 's firancia l 
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analysi s c.XJi.. Ilit i eS wI. T,- p.lanned which should iflp ovt 

payment ver.ific it ion coverage. 

Office of the Insp,.io IGener:lomme-

Planned dUt iorIS t.o be :aken by mlaglement should meet the
intent of this ret mIiII.ol.ji Lion. 1The recommenr.jation will be
closed when our office receives documentary evidencedemonstrating thati an aipproved payment verification system
has been implemented and actions have been taken to correct
systemic weaknesses noted during voucher verifications of 
two PDP provinces.
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B. L o.U1!U d. i f L] i ]Ite(,' Y' l J ContLI, O 

Complia(ce
 

As discussed i, the report, the audit id2ntified t .. 
instances of non-compliance with A. I .D. regulations. Fir 
planning and ii;iplementatiorn of tne Provincial Developme: 
Projects (PDP) was not adfequate.ly monitored to ensure 
efficient and effective ,';,of program resources. Second,
plan for Lhe order.ly trnsitr of program activities to J, 
Government o Irdonm ia (GUI) to er;u ru that act iv it 
continue a!t e[ ,.A.1,. .Ir'vo Lv€,cynt endi; had not 
prepared. "TiId, anl ,f'-:(t:.vC pai,,iiri t vrification z y.: 
for ensuring that payments made by A...D. for subproject

activities were proper had not been established. Nothirq
 
came to the auditors' t.tc:tiuri as a resul: of specific 
procedures t ha . caused them to believe untested items Y1,C:L 
not in :romp I-anc e ,.th applicable :Iaws and regulations. 

Internal Coritiul 

A review of GOI financial records for POP subproje:"t. 
revealed a ldck of effective internal controls for man.iourL 
costs of these activities. For example, rather t.h., 
accepting receipts from vendors upon payment for goods ant. 
services, thv [G01 employee ital,in(g th1e pturchase prepared a 
payminent vOucher wh1ich1 ' a s iYgn(Li by the vendor cer t i 'v ­
that the purchasie was made. lhis vouchIe-C was thn Us e, t,
the vendor to Leceive payment'. Since the oov rr,ne it 
employee maki rg the purch ase also prepared the sales 

.
v ocher , the :, W s o a ."SUronce that he voucher re .lec ted 
the act,., ,.ce pai.! i rC,!i) 'J ics'i or fervlic I;
addit ior , amjunt s or, tl t -pea d11me vouchers 

uest.IoIa nIe be-cause Lthey wee a .wa y s ini rounded f
 

c.i aA.Ie item t*he SL 
>ee F in,(I;. ,.; mumbe r 3 fo r details. Nothi noa im' 
auditors' attention as a result of specific proceou£., tnat 
caused them to believe untestcd items were not in compliance 
with applicable laws and regulations. 

d the line in suJbproject budget esL .1c. 
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C, Other Pertinent Matteis 

Audit work identified two subprojects where honoraris atn. 
salary supplements were paid from project funds to: 
interrelated functions. These payments were made a1tnoccr, 
A.I.D. policy guidance and USAlO/Indoresia Mission Orce: 
Number 1900.2 prohibited employees of the Government of 
Indonesia from receiving duplicate honoraria and salar.y 
supplements from more than one source for the So,, 
activity. 1he audit teamr uviewed payment vouchers for 
goods and services delivered under two subprojects. This 
review identified two suibprojec t managers who were paid 
honoraria from project funds totalling $402 fal 
participating in the training program and salary supplements 
totalling $25 for serving on the training committees and 
teaching the same training courses. Both recipients were
 
salaried employees of the Goveinment of Indonesia.
 

In its respowse to the draft audit report, USAID/indcresc: 
said that toey reviewed 30 subproject budgets and that, iq 
each case, honoraria were identified under the wae­
category. USAID/Indonesia also said that they finance cn!) 
a portion of the ov rall cost of subproject activities :nd 
that these funds are not identifiable by budget line item. 
USAI/Indonesia attributed honoraria payments to the 
Government of Indonesia contribution to subproject funding. 

The Office of the Regional Inspector General, Manila has 
planned an audit of honoraria and salary supplement payments 
in Indonesia during fiscal 1988. Any significant issues on 
salary supplementation will be developed in that audit. 
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AUUi OF Tillt I,trONESIAN
 
PROVINCIAL DEVELOPMENt PROJECTS I AND 11
 

PART III 
- EXHIBITS AND APPENDICES
 



Provincial Develooment Projects I and II Exhibit 1 
Financial Summary 

Project Numbers 497-0264 and 497-0276
 
As of December 31, 1987
 

Obligations Expenditures 

Provincial Development Project I 

Grant Funds $ 5,100,000 $ 4,967,927 
Loan Funds 12,500000 81640,063 
Subtotal .$17600,000 $13,607,990 

Provincial Development Project II 

Grant Funds 
Loan Funds 

$12,400,000 
2 9 ,i00,000 

$ 9,762,918 
21,494,035 

Subtotal $41T,0,000 $31256,953 

Program Totals - Provincial Develorment Projects I and II 

Grant Funds $17,500,000 $14,730,845
 
Loan Funds 41,600_O6q 30,134,098
 
Total 159110,000 $44)84,943
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FOR LEO L. LA MOTTE, RIG/A/M FROM DAVID MERRILL
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SUBJECT: 
 RESPONSE TO DRAF? AUDIT REPORTS ON PROVINCIAL
AE. DEVILO?,IENT PROGRAM (PD?) I AND II 
(497-02EI,

497-0,276).
 

REF.: JAKARTA 7544
 

1. .M..A: USAID/JALARTARhAS CAR.E.'LLY RZVIE"ED THE

DRAFT AUD'T REPORT (DAR) On PDP I AMIL' II 
IN THE CONTEXT
OF TEE EASIC PROJEZT DOCOIENTS, ONGOING PROJECTMANAGEt.EPU; AND ONTO..I.. EFFORTS AND OUR PRE7IOUSR.ESPONSE TO TEE INITIAL REPORT OF 
AUDIT FINDINGS
 

REFTEL). 
 TME ISSUES IDENTIFIED IN THE DA.R ARE IMPORTAN7AND REPRESENT k SELECTION OF S3,0,E OF THE XIAJO-. CEALLENGES
CONK..ONTTD BY A!D 
IN [JI!R..TA-.IG A P-OJECT SUCE AS 
PI IN
INDCE.sIA AND MiA.NY OTEBv C3U.NT .t.S. T'v DAF REFLECTS TEE
CO ."BL.E TI 4'i 'ND Eti R'.' DEVOTEjZ TO CARRYING OUT TyIS
AUDIT 3! THE RIG/A/M AUDIT TEAM. AS 
DESCRIBED IN DETAIL
BELOW IN RESPOJSES TO EACH OF TEE RECOMIMENDATIONS OF THE
DAR, So'EVER, WE DO NOT AGREE IN SETZF.AL MAJOR CASES WITHTHE INTSEPRETATION THE DAR PPTSENTS Oi P..OJECT GOALS ANDPURPOSES AND USlID*S APPROP?.ATE kND . SPONSIBLE
 
MANAGEMENT ROLE IN IMPLE!ENTIXG TEE P.OJECT. 
IN THESE
CASES wE DO NOT FEL T:ET TEE- Rico:!"-NrATIo:1S 1A1'E iRENI..ET VALID OR T.AT TiE CO.RECTI'E STZ-. C-La.. D O.ARE N3EESSF.R, 
CCXSISTEXT iITE Aln REGOU.TIOtS OP. I&

SE.-AL IkSTAxCES PRACTICAL GIVFN TtzE ADVANCE)

IMPLEMENTATICN ST&GES OF THE PROJiCTS.
 

INTRODUCTION: IN RESPONDING TO TEE DRAIT AUDIT REPOPT
(DAR) ON 
PDP I AND PDP II, THE MISSION FEELS IT IMPORTkNT
TO DESCRIBE THE OVERALL OBJECTIVES OF THE PD? PROJECTS

INITIALLY STATED IN THE PROJECT PAPERS 
AS SUBSEQUENTLT
AhtENDED IN 1982 (PDP I) AND 1983 
(PD? II), AND USEFULLY
SUMMARIZED IN 
TSE COMPOSITE LOrRAMZ PRESENTED ON PAGES 8

AND 9 O THE DAR.
 

PDP WAS DESIGNED IN 
1976 AND 1977 TO ADDRESS THE GOI'S
GROWING INTEREST IN STRENGTHENING DECENTFAL:ZED
DEVELOPMENT THROUG3 FUNDING ALLOCATIONS TO LOCAL
 

tR,'LA!* ri'pr,"A?R.')2/4TA%A 
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DEVELOPMENT PLANNING 6OARD (CBAP]'DkS), WEICH UNDER

TYPICAL GOI DIEVILOPMENT PROGRAMS HAVE 
 LITTLE AUTHOR3TY f0
PLAN AND IMPLEMENT ACTIVITIES IN 2THEIR ?JGION. HAThIR,
THE MAJORITY OF THE GO'S DEVELOPMENT TUNDS ARE

PROGRAMMED AND EAFMARLED BT CENTRAL 
 OI AGENCIES FOR
ACTITITIES IMPLEMENTED IN LOCAl AEkS BY lOCAl A".NCIES. 

TsROUca PrP, IT WAS INTENDED TO -WRENGI-KEN lOCAl AG-I.NCIXYS 
TO INCREASE THEIR CAPACITIES TO P1AN AND IMPLEMENT

DEVELOMENT ACTIVITIES WHICH 
'UCLD -BENEFIT 22E RURAL

POOP. THIS kOULD BE ACCOMLISED T ItIPPOVING AND

STRENCTEENING EXISTING STSTEMS APPROACEES.GOI AND ITWAS ALIATS INTENDED THAT WEh TEE AID ASSISTED PROJECT
 
ACTIVITIES ENDED, TEE GOI %OULD 3E -ETTER 
 A-ILE TO
CAFFY-ON -TE-IROWN DEVELOPMENT PROGRAMS MORE EFFECTIVELT
AND .7Ir=NTlT?ASED ON EPER.IENCE GAINED TEFOU3E .-,'.. ?D? .CCUSES "ON IMPROVI';G S, PEAi.sE.P.OC.ESE SIST.EMS AND 

OF LOCAL ]37EELOMENT AGENCIES RATHER THAN SEEKiN, TO
ACHIEVE SECIFIC OUANTIFIA3LE OBJZCTITES SUCH AS FOUND IN
 
?7.OJEC'S DEALING WITH, FOR EXAMPLE, AGRICULTURAL

?FCDUCTION. TEE SUBPROJECTS 0F PDP ARE A MEANS TO THE
GOAL CF STP.ENGTHEING LOCAL GOVERNMENT AGzNCIES, NOT THE
 
END PUR.OSS OF PDP. TRE PROVISION OF SUBPROJECT FUNDING
 
W EAS
PAED ON USAID'S AND THE GOI'S .JUDGE;ENT THAT THIS
VAS ?ES .. Y TO GIVE lOCkL AGENCIES 30!H THE FUNDING IND
TEE .- U EVELO? TE7ER CAPA'3_I7TITS IN "DESIGNIN?,
AND 7T"EENTIN AP2RORIkTE. DEVE1OtIENT ACTIVITIES.
TE:,ENj,:A, ASSISTANE, TRAINING AND LIMITED COMMODITIES 
?OVL2ED UNDER FD? wiE INTENDED TO SUPPORT PD?'S


TNSTITi-uNAL D'0ELOPMENT FFO"RTS kT THE 1OCL AND
 
CENTRA GOVERNMOENT LEVELS.
 

TEE PROJ.ECT -AS £ZNI!ANL ; I - 'AiCH ATTEPTS TOACEIEVE A SOMETIMUS DIFrICULT BAL&NCE BETWEEN THE TWO
 
PUR-OSZS OF DECENTRALIZING 
 DECISION MA1ING AND INCREASING 
?URA! INCOMES, BUT WITH TEE PURPOSE OF INSTITUTIONAL
DEVELOPP'ENT VIEWED AS TEE LONG RANGE OBJ&CTIVE. THIS EAS
RESULTED IN THE MISSION'S USE OF INDIFECT 
PROCESS-ORIENTED MANAEMENT. GAINS RESULTING IN IMPROVED
CENTRAL AND LOCAL GOI CAPABILITIES IN PROGRAM MANAGEMENT
 
ARE SOMETIMES ACHIEVED AT TEE COST OF LESS EFFICIENT,

LESS TECHNICALLY SOUND SUBPROJECT PLANNING ANDIMPLEMENT)TION. THE MISSION BELIEVES, HOWEVER, THAT THE
 
POTENTIAL RETURNS OF 
THIS LESS DIRECTIVE APPROACH LEAD TO 
SUSTAINABLE IMPROVEMENTS IN LOCAL INSTITUTIONALBT
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CAPABILITIES THAT DIRECTLY TENV-.I'T 2hE' 3.UlRAL POOR-

IN LINE WITH THE PROJECT kPPROACE OF WORIaIG WITHIN D3I"
STRUCTURES AND, FAR PRACTICAL, OALAS AS NO. GOI 
PPOCEDUFES AS A P.EFERRED APPROACH TO 3FINC ABOUT lONr

TERM, SUSTAINABLE !NSTITUTIO.AL 'IMPROVZMEtTS, US&ID
 
MANAGEMENT HAS CONSISTENTLT !EEN CARRIED OUT 
 WITH ,ND
THROUGH GOI PATICIPATION. THIS HkS HAD DISADVANTAGES IN 
THAT CHANGES AND IMPROVEMENTS ARE SOMETIMES SLOW TO

ACHIEVE, 3UT THE MISSION FlELS 292 NC2.EASED 
SUSTAINkBILITY OF RESULTS HAS 
,MORETHAN COMPENSATED FOR
THE DISADVANTAGES. LIGHT SOME .$,TSIN OF COV MADE IN THE 
DAR, IT IS IMPORTANT TO POINT OUT THAT THIS APPROACH HAS
 
ALSO REQUIRED THAT ALL OF THE USD8 STAFF W3Re.INC ON PDP
ARE LANGUAGE OUALIFIED (MINIMUM FSI 2/2, USUALLY 3/3 OR

HIGHER) AND THAT CONSIDERABLE RESPONSIBILITY 3E CARRIED

OUT BY USAID FS:J STAIF. POST DAY TO DAY VZE AL
COMMUNICATIONS ARE CONDUCTED IN TFE INDONESIAN LANGUAGE

BOTH IN TEE PROVINCES AS WELL AS IN JAKA... ENGLISH IS

USED FOP REQUIRED DOCUMENTATIOt, COMMUNI'.TIOtjS WITH A."41

FROM CONSULTANTS, AND SPECIAL PEPOPTS OR EVALUATIONS.
 

AS POINTEL OUT TO THE AUDIT TEAM DURING TZEI. VE.. EA=LT
IN THE 1O40 IN JAAAPTA. USAID MAKAG-,,NT AND* ?ROJEC
 
STAFF HAD RECOMMINDED IN EARLY 19E7 THAT kFTER 
 T39

COMPLETION OF COM"IT: ENTS UNDER. PPD I A.D II IT VAS'NOT
ADVISABLE FOR AID TO ATTEMPT TO CONTINUE THIS MODE OFASSISTANCE ON THE SCALE OF PEP. THIS WAS 3ASED ON AN 
ASSESS:MENT OF THE CURRENT STATUS OF CENTR.AL AND LOCAL GO:
PROGRESS CN DECENTRALIZkTIDN, THI TYPES OF kESISTiNCE
WHICH AID COULD BEST PROVIDE I,'I TEE FUTURE, AND THE 
LEVELS OF STAFF INTENSITY REOUIRED TO ATTEIPT
ADEQUATELY MA',AGE, MONITOP AND REPO.T ON 

TO 
UNDERASSISTANCE 


PDi. IT IS NOT DE7ELOPMENTALLY OR POLITICALLY PRACTICAL
 
TO TRANSLATE T3IS JUDGE.ENT INTO 
 IM1AZZIkTH. IN SOME
CASES, RADICAL C3AtNGBS IN HOW THE 'RE:11AINING SUPPO.T UNDER
 
PDP I AND II IS TO BE PROVIDED.
 

REOMmEI'rATIOtN". NO. 1: '92 ?ECO IE~D HAUSAID/INDONESIA ESTA2LISH A 'N'ONITOFING ST..-,, FOP THE 
PROTINCIkL DEVLLOPMENT PROJECTS WHICH GATELRS tND
ANAL ZY " 
VEFIFIA3LEINFO.."ATION CO;NC ;; ; .-. OG-.SS ;....iN~iCATOS SO THAT .ACE,-E7-UE.'=, 01 THE 
P.CJZCTS " GOAL AnD iROSZE' CAN SE MSSE.S1' .
IIFCRMATIC N: SEOULD INCLU 

- BSELINE DATA CONCERNINiG THE STATUS Of JIEYICIAFIES
BEFORE PARTICI2ATION IN THE ?OVItIA' D"VEL'J.MET
PROJECTS, INCLUDING INCOME LEVELS, PODUCTIO,, 
EXPENDITURES AND CONSUMPTION;
 

- INCREASES IN INCOMES, PRODUCTION AND CONSUMPTION
 
RESULTING FROM PkRTICIPATION IN THE PP.OVINCIkL
 
DEVELOPMENT PROJECTS;
 

- QUALITY OF PLANNING, IMPLEMENTATION, MONITORING AND 
EVALUATION OF DEVELOPMENT ACTIVITIES BY PARTICIPATING 
PROVINCIAL AND DISTRICT GOVERNMENTS BEFORE INVOLVEM:ENT IN 

/th
 

http:CENTR.AL
http:NSTITUTIO.AL


APPENDIX A
 
page 4 of 22
 

2/11 UNCLASSIFIED JAKARTA I08972/2-


TEE PROVINCIAL DEVELOPMENT PROJECTS; AND
 

-
 LESSONS LEARNED IN THE PLANNI'NG, IMPLEMENTATION,

MONITORING &ND EVALUATION OF DEVELOPMENT ACTIVITIES BY

PARTICIPATING PROVINCES AND DISTRICTS AFTER INVOLVEMENT
 
IN THE PROVINCIAL DEVELOPMENT PROJECTS.
 

A. COMMENTS: THE MISSION CONTENDS TEAT, GIVEN TEE

3POArLr DEFINED INSTITUTIONAL DEVELOPM'ENT UZJECTIVES 0i
PDP AS AUTHORIZED IN BOTH PFOJECT PAPERS ANV SUzSEQUENT
AMENDrENTS, AN ADEOUAT roCNITORING AND INIC'MATION SYSTKE1
EXISTS WHICH PFCVIDES AID MANAGEMENT %ITH INiORMATION
CONSISTENT WITH TEE !ANAGE1ENT STYLE APFROPRIAT£ -0R A
 
DECENTRALIZED PROGRAM SUwE AS 
PDP IN INDOKESIA. TEz"
 
MISSION RECOGNIZES TEAT TEE GOALS AND PURFOSES OF PDP

STATED IN THE INITIAL ?P'S APE NOT EASILY QUANTIFIiHLE OR

VERIFIED AND THIEREFORE IT IS DIFFICULT TO DETER IE WEEN 
TEE PROJECT HAS ACHIEVED ITS PURPOSES. ThIS IS A PRO!LEt1
COMMON TO MOST INSTITUTIONIL DIVELOPMENT PROGRAMS. 
 T5
DATE THERE HAS BEEN LITTLE SUC7ESS IN IDENTIFYI-G 
COST-EFFECTIVE, E&SILT MONITORED BENCEHMA!ES WHICH
 
INDICATE PROGRESS IN INSTITUTIONAL DI7ELOPMENT. THE 
DIFFICULTY OF DEFINING THE GOAl LEADS TO THE PROBLEM 0?
NOT KNOWING WHEN THE GOAL 3tS 
BEEN ACHIEVED. THIS WLS
 
BT 
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RECOGNIZED AT TEE E&:PLY STkGES OF PDP'E IMPI.3MENTATION 
AND TEEF* HAVE TEEN A NUMBER OF STEPS T.A"El TO TUR7EETRSHARPEN AND DEFINE OBJECTIVES 
kND ASSESS "PROGRESS IN
ACHIEVING TzEt. 

CONSISTENT WITH P.LANS TOP THE REMAINING .PEP-IOD OF SUPPORTUNDER PDP (PRIMARILY "PDI' II SINCE I'DP I ENDE iN APRIL1988) FURTHER STEPS WIll BE TAKEN TO JOINTLY IDENTIIY ANDDOCUMENT PROGRESS TOWARD OBJECTIVLS UNDER 7?iJP WITH THE 
GOI. THE LACK OF A CONSOLIDATED STXTEMENT OF THESE PLANSHAS BEEN A PFODUCT OF THE PROLONGED REORGANIZATION OF THE
MINISTRY OF HOME AFFAIRS (MA) WHICH HAS BEEN IN PROCESSFOR THE PAST TWO YEARS. WITH THE COMPLETION OF THE LAST
STAGES OF THIS REORGANIZATION AND STAFFING CHANGES THIS
MONTE (DECEM3ER 1987) IT WILL BE POSSIBLE TO COME TO
MEANINGFUL AGREEMENT OAJ 
 SUCH A PLAN CONSISTENT wITH
PROJECT GOkIS, OBJECTIVES AND MkNAGEMENT PTRACTICES.
 

IN GENERAL USAID FEELS THAT TEE TYPE AND SPECIFICITY OF
SUBPROJECT MONITORING CALLED FOR ON TEE PART OF USAID IN
THE DAR RECOMMENDATION IS INCONSISTENT WITH THE PROJECT
GOALS, OBJECTIVES 
AND THE MEANS IDENTIFIED IN THE PROJECT
PAPERS AND AGREEMENTS TO ACHIEVE THESE. TO SOME EZTENT
THE MEASURES CALLED FOR ARE APPROPRIATE GOALS FOR LOCAL
GOVERNMENTS TO ATTiPT TO ACHIEVE AND SOME DEMONSTRABLE
PROGRESS 
IN ThIS DIRECTION IS DESCRIBED BELOW. 
THATDETAILED BEFORE PND AFTER BENEFICIARY DATA BE COLLECTED
"'
FO EACH SUPBPECJw AS IDENTIFIED IN TH RECOMMENDATION,

HOWEVER, IS 
NOT FELT TO BE EITHER NECESSAhi OR PRACTICALEVEN AT LOCAL GOVEPNMENT/IMPLEMENTINC AGENCY LEVELS.
 

THE MISSION H. UhDXEliEN 2 MAJOR EVALUATIONS OF ?:P IN
ORDEP TO ASSES TH: PROJECT'S PROGIESS 
TOWARDS ACHIEVING
 
ITS GOALS. 
 IN )DDITION TO THESE EvkLUATIONJS, THE MISSION
USES OTHER MEAtiS Od A MORE FREQUENT BASIS TO KEEPINFORMED ON PROJZCT DIRECTIONS AND ACTIVITIES TO ENSURE

THAT THE PROJECTS 
 ARE MOVING TOWARDS ACHIEVEMENT OF TEEOBJECTIVES IN A MANNER CONSISTENT WITS THE INSTITUTIONAL 
DEVELOPMENT AND DECINTRALIZATION ASPECTS O 
PDP. THE
MISSION'S INFORMATION SYSTEM IS C0.PRISED OF VARIOUS
DOCUMENTS, PEPORTS. 
SPECIAL EVALUATIONS AND FIELD VISITS
WHICH PROVIDE QUALITATIVE kND SUBJECTIVE ASSESSMENTS OFVAPIOUS ASPECTS OF FDF. .7E VALIDITY AND RELIABILITY OF
 
THIS INFORMATION SYSTEM EAS BEEN INDEPENDENTm.I CONFIRMED 
3Y THE RESULTS OF TEE 1921 AND 1986/87 EVALUATIONS. 

TEE 1981 PDP EVAIUATION FOUND THAT "PD? HAS EAD ASIGNIFICINT 
PUT SOMEWHAT UNEVEN EFFECT ON INSTITUTION.AL
 
DEVELOP'IENT IN 
ALL PDP PROVINCES". THIS ASSESSMENT WAS
BASED ON 
THE DEGREE OF DECENTRALIZATION, OF SYSTEMS

DEVELOPMENT AND INSTITUTIONAL SUSTkINABILITY. THE TEAM
FOUND SUBSTANTIAL DECENTRALIZATION 
IN FUNDING ALLOCATED
 
FROM PROVINCIAL TO DISTRICT BAPPEDAS. 
 FOP CENTRAL JAVA
IN FY 78/79, DISTRICTS AND SUB-DISTRICTS RECEIVED 51

PERCENT OF ANNUAL FUNDING; 
IN FY 80/81, DISTRICTS AND
 
SUB-DISTRICTS 
RECEIVED 04 PERCENT OF ANNUaL FUNDING.
CAST JAVA CREDIT PROGRAM WAS CITED AS AN EXAMPLE OF 

TOE
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SUCCESSFUL DECENTRALIZED ADh1INISTRATic?., UPERVIS1C)N ANDMANAGEMIENT 13T SUB-iDISTICT OF'ICIAtS O}* V11IGI .LEV1~L
C'REDIT AC.TJ.ThES. 

TEE EVALUATION NOTZD T:1A 2 -s? mPPAj,'i rpy>,El ON'S tVf,-.PLANNI NG PROCESSES TEAW ON SU.PPROJECIT J 111EM1,NTAT1v'3 WI1THRESPECT TO mAC ItG I:ovEcsAtli cjxRsOSBESS

ACHiEVED iAS INDICATED ?T1. 
- .MEVCiTTFSECT01pAI.

CORINToIGR ,TE' -FOCU' ON THZxK.hS O)F T:Ep1 PURAL

POOR AJlD INOPIE.AsEP 1NvJLvE'2 
 0- L"O'C,F LEVELs CE'
GOhE--to-iEN: &C-;iNCIES FRO(;HESS ON FUBF;"OJEC'r TECHNICALCONTENtr ikS LESS VR.Aj!kT V , UJT NEW APFR3CE
POOFJAr^ 1AYE TD2NT1 VT -2 A5- IC'YOF XI 0 CXEGRY'S
 
!ONITOBING AND EVAJUATI'I 
 W-~E LCTE2) AS TEE VE&LEST AE.E.S

IN PD: m .kT~'T TO AEDI SS TEIS ISSue
S IFTOTZ 11 
1H 1983 PT? 2.1 ArIENILiBNT AN!) TEE SUBSEOUZ-_0NT DAI TA
C"'NT_.1C T Ex:NS 10N DE7ELOEDE STHATE5 Y To DEEICN kND
IN PLACE A MOINITOR ING AMD 77,ALLATIOe; scfS'rM 70 1MP OVE 

PUT 

LOCAL GOVERPNME1NT CAPABI £ IIES TO NANlkGE; TEEIIF pOGRAL'S. 

??coB~:.E TELRLEo F.;wrL,~ Ur)0 AAS -~U'.D TD Z_SkT:LSF.-'cp0PY. ESPYCIALLY, CDO1PA tE- TO NOP-l""1 G01
DE VZL1?M>T,? PPOGR AMS WE lCF 1)D0 NO0T L I CI IDEIS ORPARTIC :TI_Icl FROM DN2C AISORS-;C IFT0CLLy
ID ENT?toE1 RkL FC POPULATIONS As T4HE YRECEPIENTS OF
BT 

3 /_' 
 UNCLASS1ID 
 J.A KAE.TA 018972/eT 
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LINCLAS ' 

ACTIVITIES IN SPITE OF GOI 
POlIClS AND REGUlATIDNS '
 
THIS EFFECT.
 

T'IE FIRST PART OF THE 1986/87 EVALUATION WAS A SUR'VEY ON
YEN-FICIAR.! IMiAC' CONDUCTED MY SURVEY RESEARCH INDONESIA(SRI) IN PESPONSE TO THE LACK OFxQUAN.ITATI.E IATA ON PDPSUBPROJLCT IMPACT. 
SRI COLLECTED DATA YROM A SAMPIZ OF
OVER 4500 RECIPIENTS 
(10 PERCENT) 02 250 .P.DP SU:PDpROJCTS
(25 PERCENT) IMPLEMENTED FROM FY 78/79 .TO FY 8?x/85 IN 8
PROVINCES. THE SURVEY, DESCRIED IN DETAIL IN THE

REFTEL, COLLECTED DATA ON CHANGES IN BENEFICIARY

INCOMES/PRODUCTION, TARGETTING SUCCESS 'ND SUST'.INABILITY
OF PDP SUBPROJECTS WHICH D%.RECTLY 
BENEFITTED RECIPIENTS.
 
USING THE INDICES SET BY THE SURVEY ANALYSTS, RESULTS
SEOW THAT AT LEAST 67 PERCENT OF BENEFICIARIES WERE
CORPRECTLY TARGETTED ON A POVERTY CRITERION. 
 PROVINCES

HAVE MADE PROGRESS IN IrPROVING TAPGETTING FROM 65
PERCENT CORRECT TARGETTING IN EARLY YEARS TO 82 PERCENT
IN LATER TEARS. ACES, BENGIULU AND SOUTH
 

KALItAANTAN, THE LEAST SUCCESSFUL IN EARLY TEARS, IMPROVED
THEIR TARGETTING BY 28, 14 AND 19 PERCENTAGE 
POINTS RESPECTIVELY, IN LATER YEARS. 
 THIS INDICkTES
INCPEASING ABILITY Of LOCAL GOVERNMENTS TO CORRECTLYTARGET PROGRAMS TO THEIR RURAL POPULATI-CNS. IT WAS

EXPECTED THAT LOCAL LEVEL OFFICIALS WOULD GAIN ElPERIENCI
THFOUGB PDP AND OVER TIME, THE PROJECT *OULD SrE

INCREASED SUSTAIN1BILITY OF SUBPROJECTS. 
 SRI DWAA SHOW
."BAT 73 PERCENT OF ON-GOING SU3PROJECT 3ENEFICIARIES
EXPECT TO CONTINUE THE ACTIVITY BEYOND PDP'S INPUT AND 5e
PEP CENT OF 
FRErIOUS SU3?ROJECT BENEFICIARIES REPORT THAT
TEZIR ACTIVITIES tEPE CONTINUING AFTER THE PD? 
INPUTS HAD
STOPPED. 
 IN EARLY PROJECT YEARS, 17 PERCENT OF
EL.ZLICI.RIES STUPED PDP INITIATED ACTIVITIES, BUT TUIS
D UPPED TO 2 PETCET IN LATEr 
YEARS, AN INDICATION OFINC.EASING INSTITUTIONkl CAPABILITIES IN PLANNING AND
 
IM LFMENTATI ON.
 

THz SECOND PART OF T3E 19Ef/67 PDP EVALUATION DEkLS WITHPEP'S IMPACT ON INFTITUTIONAL rEVELOPMENT. ALTHOUGH THE
PDP PROJECT DOCUMNTS DO NOT CLEARLY DESCRIBE HOw SUCH
AC EIVEMET WILL E MEASUREED, TEE TWO PROJECT PAPERAMENDMENTS IN Ir82 AND 13 ATTEMPT TO BETTER DISCRIEWJ-IAT THE DESITED OUTmOME WOULD BE. TaE 19861/87
EVALUATION REPORT HAS FCUSZD ON FOUR AREAS TO "ETERPMINE
Pr'P'S ."OGFESS IN INSTITUTIONAL ST NGTBENING: Z1PROVED
INSTITUTIONAL 
PiRFORMANCE; DLCNTRALIZATION OF PP.OJECT
MANAGTME1NT; INSTITUTIONAL LEARNING; AND 
INSTITUTIONAL
 
INNOVATION.
 

AS DESCPIBED AHOVE, THE DATA FROM THE SRI SURVEY SHOWS
IriPROV D INSTITUTIONAL PERFORIANCE OVER TIME IN AREAS OFBENEFICIARY TRAGETTING AND INCREASING SUSTAINABILITY OFSU3PPOJtCTS. THE SRI DATA ALSO SRUW DIFFERE;,T DEGREES OFACHIEVEMENT IN VkPIOUS AREAS FOR THE INDIVIDUAL PROVINCES.
 

THEFE HAS 
BEEN INCRE4SItO DECENTRALIZATION OF PROJECTMANAGEMENT. 
THE SH RE OF SU3PvOJZCT UNDS ADWINISTERED 

UNCLASSIFI EV 
 JAKARTA 318972/0
 
4/111 
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AT OR BELOW 'THE "DISTRICT 1EVEL INCR.EASED FUR ALL EIGHTPROINCES TROM 64 PERCENT OF TOTAL'PDP YUflDS IN ZARLTTEARS (FT 78/79 TO B2/B') 70 '75 PEPFNT JN JAT.ER IEARS(Y 83/84 TO 86/87). FOR sUlP7DOIcTS W'ITH DIIRECT IMPACT
(YACORINc OUT ADMINIS7.A7I Y, PlANNING, AND TRAININGACTIVITIES) 78 P.ERCEINT WERE MANAGED AT -DISII:T LEVELS ORBELCW IN EARLY TEARS; THIS INCPEkSED TO 90 PEPCENT IN THELAST 4 YEARS. THE DEVOLUTION OF P..O,.CT MANA.EMENT HASBEEt: ACCOMpANIED I? SIGNIfICANT IMPPOVEENT IN ACHIEVING
BKNEICIH.RY IMPACT OBJECTIVES. THIS IS A FURTHER 
IhrI:ATIOh OFINCFEASING SKILLS AND MiANAGEMENTGo!rU N,ENTS -PAR.ICIPATI KG l.TLITZES OF LCCALIN N p. 

INSTITUTIONAL LEANING CAN BE SEEN VT ASSESSING THEPOCESS-g AND APPROACHES CSED Sy LOCAL OFFICIALS DURING
PLANNING AND IIPLEMENTATION. 
 TOR EXAMPLE, ANNOAL PLANS
(ROTS) NOW FOCUS 8ORZ ON EXPECTED GAINS AND EXPECTED
OUTPUTS TAKING 
INTO ACCOUNT PREVIOUS PROJECT EXPERIENCE

ANr i!'.ICT. T!E E IS 
IIURE ATTEXTION AND WRITTEN
DESCRIPTION FGARDING POTENTIAL IflPACT ON 3E,'EICIAF.IE5AND THE TARGETVING OF AI77ITIES 'TO 'THE RURAI POOR. .UCEor TECIS IS LIN0AD TO TBE IPROVED PLANNING PSOCEDURESINTRODUCEr BT PDP IN 1983 AND 1984. T!ZRE IS INCPEASED 
BT
 

UNCLASSIFIED 
 JAKARTA 018172/04 
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UNlORT .0 l T 411 I-TOT.P I) ixu 'J " lA .LPPTAP T 

TES PON SI VE f'"lOA 10EE1)S AR.D AlNtIPFO~lIAUElX A.PLI 
NEICI~O? IC P)'VI LIAGES ! AY PAVF P!O!1LGAY' PENPOJEBUT OFFl Cl JS !.. EII flp pli'DJECTS IX! PlAN DI'}LLLtJT CROPSFOR LACF VJ..LAG,!N TIEm)fD O(12; D :l IN VIIL ACECON~DITIONS. TEIS IS NOT THE CASE, FOP Till: GOI 'S NOPIIAL(NON-PDPI) SECTJORAL Y!iOGI Al .IH~iE PX SE- o."i~uii

UlENEPlAJLY MILt !:~nE :5!A 01r;pij:: coapi TIONSOFOCAL 
(OR TPhEKERi NC:S. 

T~EL V UATI ONl N01T~ iN=- K-.E TUT )LN1 u~l . ING.T!HPOUGH CHANO I>' IN TlEOEGHT Pc:s 5 I DEAS- ANDAFFPOkC2ES. ' O IrisT NC- , :IERE~ I, NOP,

SHARING ANDi CUORIINAT I 0. AmING 
 '1,E v AR1 oUSLCADEVELOPMENT AGEZNCI ES 41! ICH NCPIIALL'f" Do NO'. HAVF THEOPPOR.TUNJITY TO DO SO I N !3ECTORALI FROGE~vs Il.PlVI DUkLSIN VOLVEDb IN FD? THI~N- IAGUP Ii TBERt'S Ul- 11.yx ANDPAC TSUSTAI NA21.LITYf .'iL 11 ALSO INC! ASND11 11.-INCRNESS TO[ISE PLXNN ING DOUn'JhN25 Y;FX IiLP T'2 s RA'TIP) pTEJkR~IG ID KID(' KrS Wli ICH11 wo B.K CANCWl. PROc 'll plA AREMORE S ?LC1FI C I N DESCF I BINC EXPECTYD! OU'TPUTS , I.DENTI F'IC?NUMME OF RECI PIENTS , WN PPOJZc': NCTI V 'ri' LUCk:IONS-
TEE EVALUA".I10N CITES' VAR IOUS EXAMFL-S 01' INSTITUTIONAL
LEARNING WHIE% GOI Oi4IC11ALS HXVE DEI1CNSTFATspD SOUID?1ANAGKF"ETp iH.CTICES O% PIP SO B?HWTJCTS. 

RESU~ 1ING 109 F).l AS ;: Oi' 3DC Ni' ulNDING ISUSED' Ey bEMAL M.. P::VINCE.Z WEV'.- Lu CLIs7.RICT ISGI VEN 70:1 0 IN! ALLOCATION LY v'~L TEE. P P0VI NCE.INTFCT " 0 SURMI T PFMOSAUL F('i 0 VVI'UNF 
BUT 

DsGFESA TEi? T'..'~''r FLOOBAOUJOI P I ' THEN RAN EluBY THE~i M )''AL rUSFEDA FOF £MUAITY1 AND) SjDLNDNESS SOTHTR~ DI'u IiT WITH BETTE! ?'A A!-''i I ", ~DD I' I ON kLYU NB NC ' ;STLl :1. ") YA " R A- I11T)-VEMNT INPPO0PO0. 1- AND PLI NS IVY 'TEEK ) ~T['~ ~POPOALS;iERE Ii LJFCTEV ANDl2 RECEI VED LESES / WALL FUNEING 
INNOVATION IS CENTRAL JAWAS DErC 

NO3 
ZATI ('',
AND C It'f p.I'().: SUlDDIS ~Fc'LEVEL.
 

ILA~ 0." PLAINNING 

THIS 1SPE-qC '. xJuc I s*n~~~IN 
tINNXkGED U T-EI LE' ' l . Hk 'lL 'EEN, I l N AREAs. 

ME5 : 01 NC C3111THQ .IDA ' PD 'PT'v : :IZ5 LOANS 

CUS75 WS 00 M 5P7YW71Sl(,t,,~ '' N0A' (IUr'" ' ' TIE 

THROUGH OW EM14I orM)NTOUI oi~vNUK) IWOMM jS YSTEI1THlE SYS'1E>11HV INIOUMA'I'I'. O.N A P9YULAP PAS is ANDCONS ISTSII Of DOCMIET!;i' ANID RP~lI' 'S IN ENGLI SH ORI NDoIINLI %N, WHIH H H S iJLCTI VrLY AHALYSKIl) kT REGULAR 

EXA fl:, 01, it i OIJRCI:;' OF LNFOPHAII;pI INCL'IDE:MI JI STC I AL lt2Ti:'. 10(NS ( m :N NN>, AARTLSOET 

AthJD ' ;1TC"" 14 ; (' ' O 11--kNNJI,T N NOC, 'IIifp'S M1, 
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"RE11BUPSEMENT PURPOSES; 
CONSULTANT'S QUARTERLY AND FINAL
?.FPORTS; 
SPECIAL REPORTS; SPECIAL EVkLUATIONS;

CONEPEUJCES; 
AND NATIONAL PDP ,IORKSH10S. (SEE REFTEL
SEZC7ON I POINT I FOR 
A DLTAILED DESCPIPTON Ok TEEINFOPMkTION SYSTEM USED 
FOP PD?). THE ASOVE PROVI F
lISAID IlTHPECUL!P_, 
 TINLLY AND ArPPtOPFIATE 
 ChF0:1A'IO,
Ct
VARIOUS kSP
?a.CTS 0O-PROJECT IF.PLerT IO jFi-' WHI _H
MISS l)r CAN' PETER-ItS T5FE RELATIV E UY HLQ"'ST,:

F011 C7.
 

FC.-.S A AKE,
LIIFTI.L PIXCT 

. CA 

IT' -_-R'E": ItF,. .......
 *AS. : .... OF 
-"s;_
..... C O._- ..-j:'C)Z'EJVI II:r-TEEtC0 7.:CES.p 1) TEE I's:?UCTIONS APE-E, 'C F" ILnE , F LIC'r G(;IELILIrhE 3,, .... 61"1 


kND 1'k OVER -:EE PERIOD CF PD? MDEN
TEE CU i L if'. ?OP ECESS A.T CEANGES IN
"-;'- EX .-I PrE, 'PEE IU,'1EN[ IN I9;22 CSArGEDD
 IN! EA1, ED°E !OL:CON PD? TE"C.
T'--'OULD 
 DES1i ED
SO TEAT S'CH P'RQA',S WCULD BE RUN TEFOUGH LOCkL P.NEING
INS'ITU I cNS 
 ATEER THAN THOUGH TI9NCAL ASENPIES AS 
PR EVIOUSLY.
 

US I - I fS PPOGRESS 1AD, 1\,TEE I,ANNI NlGCAA : 0 FPJ:FNVI C:AL AND ISTLTCT L APPEDA 
IV L0.... B0A,..S ) y EEVIEWI i -G 

BT
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PR£PARA.']Ou1 AND EIONTENT 0 ANNUAL p]ANS (BO-,S) EACH 
E.--11AASSJ:SSM.ENT OF TiE PROGREES- IS ,AD3 3Y ?QTIj USAID

JEN ETAF AND TF, Pl,1NIlNG CONtSULT,,NT_, AND -. SCLSS-D

WITE POVINC]AL AtND DISTRICT t_ F7IC]LF "2I3. - THE


?PPAYRAiOSi OF FiN OCUENT..... 
 T I A CE F OF ?AP.T,"
IN HIS END OF CDNSULTANCY .iEPO'T IN 1Di9 FOUND TiaT WEILE"SIGNIFJCANT PhCGEESS hAS BEEN MALE (A3AEB ,- T YCLES)
THERE Vk'S 35"LL A NED lO. YIJET1EP IHPPOVtI ENT. USAID
liESPON!'EJ) T) THIS AND .F2TENDED 'TECHNICAL .5SZSTANCZ AND
TUNDING .OR :I ADDITI ONAL FLA.\JINC CYCLE IN 4 PROtrINCES,
&ND Z .ADDITIONAI CYCIES YOR TEE RjINC- 4 PPOVINCES. 

WHILE PROGRESS IN "'ANNt Itr IS DIFICULT TO .UANTIFf 
QUkLITITIVS ASPECTS C.Aj BE USED TO INDICATE PROGRESS.
FOR EXAPLE. CENTRAL JAVA, TEE PROVINCE CONS IIERED TO BEMOST ADVANCED IN PLANNING CAPA3ILITIES, PREPARES ANNUAL
 
PL.NS WHICE HO', LOGICAL DEVCLOPIENIT OF PPOTpx-s INTO

CPEAT2ONAL ..
PROJECTS TARGETED TO WELL IlEhTIFIED


C IPIENT GOJUPS . THE PPOVINCIAL 
 ANNUAL PLAN SUPPOETS
 
AND CO.MP.L EMENTS TEE INDJVIDUkL DISTRICT 
 UtNUxL PLAkNS, .!ID
TEERE IS N1ORE REAL LOCAL PARTICIPA.ION IN PREPARATION OF
TSE DISTRICT ANNUAkL PLANS THAN IN MOST. OT,.- ?D
 
PROVINCES. BY COYtARISON, PROG7ESS IN SOUTE KALIM.NT 
 .N

HAS 2 LLOOEE,EP BUT TE E AR SIGNS OF ItMPRO7E,"ENT

INDICkTED BY POVINCI.LLY IzITIATED A'D OP.IZED
 
t'PE""ETIi'C J IN YE? VILLAGES AIMED
'T!~ Y TOL INCREASE REAL~ .E~~'I-PA-PC[T.Tcr? cN IyEC:P:ETS IN PLANNING TEL PPOVINCEAISO H S STARTED A NEW SYSTEM 101) EV7LU.%TINu^ POPOSED
 
P.O,,CTS .. SED CN 
 RA.ING 0EIGiTEDO TEE pROPOFSL'S
DIRECT .C1 PD? 3EN FCIiRIRI. E USTA 1 IL 1T,... ON C
 

CC S-TEEFIT E'1TIkATES T IC
ND TI C CAL FEASIBILITY AMONG0'.... IA,,Ti:EP CC.ITFpI T,ERiA. 

PFO(;?ESS ON EEVLI NG ANDc.ITOI NIC EV LU 'Ici: S YST-'
 
(,'I/E) II .HUV1NCZS A TD'iST-I A 5-;., 1 TI
C?S E , 2FICOL 
AND EAS 
CONSi STENTLY PEN IDE,%TI IED (IN THE 1981
 
EV LU. IOT, 1982, 1982 PP AENDMENTS) kS A PROBLEM A?.Ek.
 
USAID HAS RESPCNDED TO THIS AT SEVEFAL LEVELS, 
20T TH!S
 
.; B E T.....BE £L DI.ICULT TO ACCO:1?IS T - ,:.. 
 . DUE TO
A ,ZE. S IN TH CENT AL GOVE=,I ,EN T , LOCAL

GOVE NMSNS AND TEE LOCAL Uh'IV.;ISTTIE S -F:-.QU- USEDLNT I . 3Y
PROVINCES TO CA2B. OJ:T EL',TrO::S . TE" DkI TECHNIC L
ASSISTNC-,CiNT CT AS RENEWED It !. 4 dI!T SPECIFIC 
E- IsS c t. LEELOPI cT.,AAB. IYSIE1 .... ... 

FC rP P CVINCBS.
 

TH( • r' , Z ,:'A-ELL.A...ICCJ T.0,E;) ATI 
RESULTEI F O THIS WAS N CT UL LY A CU, EC B C ER L GOI 
OFFICIAIS ALTHOUGE S1ME ALUPTON U'_ TiE" SYSTEM EAS BEEN
MADE BY INDIVIDUi PDOVINCEB -1C-5TI" NAD RAS THE-,C, ,-1 I VItE MADE T 
STRONGEST EFFO-T T,) 'O!i.' ITH DXI CONSULT..,TS TO DEVELOP
AN M/E SYSTET EIC H GATHErS FOUTIt " i"!PLEM:E;NTATION 
INFOP.MATION AND ALSO ATTEMPTS TO DiErEB;-I NE BENEyICI ARY
IMPACT AFTE PPl ()J 52 CU?!? LETION,. t,?T DID NuT FO1 LOW THE
DAI MODEL WHEN IT WAS .ECOGN I ZD THAT THE LOCAL
INSTITU'ION!: I ' F ,'EFl') AND LES:i QUALIIIED STAFF TO 

rI,,,,, NIPLFl TSI'- tjI IiA DE'iELJ ED ITS OWN
SYSTEMH C' I ?J)P'N: f; --;Iu' VILLAGE cIC'u .:) oI ICIus 

(:/l Lj.U CL .;5: I. -,I ....- ,,,A i )7 / / 

I 
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OY SUBPR~OJEC T2 IMPL 'ThENTATIOM SC1MEULES AND IN-PUTS SO THAT 
'TRBE~OTTICIALS CAIl 3ETTER CC' DINA7E AND NtiONICR THE
VA?10C5 -DEVELOPMFh\T ACTIVVIIES 1IN TiLEI? TEGCI-'S . 

US&ILD 'FES 7:EA FUE7~T--E i7,OC-j SS Ij
?1/ SSTB3N ?D1,cu, H ~'.2Y3E ACIVDUl;!L CNT P.LG: i,w 

2~sS ~Y,
::c 

SiLODNTs~rL 

A-ILL. fOT 

T)~:E MTR CA S.z, 7 C L'E 

GCOI~iENC Y~ ITO LESUFEC., LDU"1, E X 

NOA?~GASTEE:NT~iEF~OL~t1COE:~':CC L~ _T2:~ 

POLICTY ~ DE C CO 1)I DS AS AS(c5 UL EEL P:CL 

? 0JCD ' VNElEILHA U S U DI 3 C FL I N,NW r x A 1 L 
TI C 2 Nu'T yL .:I TAkfl-'1,-uh -

MISSIAON, PAN LFSO? A NEd RET 7LUC!.TO 'EO ' 

AFTT C~ i~~ PiN 

F/ilUNCLASSIFIED~ JAKAR.TA 018972/e6 
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INCONSISTENT WITH PDP'S GOkAJ, OF'DEVELOPING THE GOI
 
AGENCI.ES' ABILITIES TO PLAN, MOt ETOR AND ?.ESPOND TO
 
PROJECT MANAGEMENT ISSUES. IT IS A COSTL1 UnDURTA.KIN,
AND PRACTICALLY IMPOSSIBLE O IMPIEM.ENT AT THIS LAT DS4TE 
CONSIDEFING THERE HAVE !ZEN OVeR F00i.00 L4EFICIARIES.

THE MISSION IS MORE THkN S4TIS:ID TEAT V1E RAT! "P.EGJIAR,
RELIABLE IhFORMATION ON PROJECT PROGRESS TOW,','DS
 
ACHIEVING OBJECTIVES AT A LEVEL OF D-TAIL AND YREQUNCY

APPROPRIATE TO THE PROJECT. THE QUALITY OF THE
 
INFORMATION HAS BEEN VERIFIED TY 2 MAJOR PROJECT
 
EV.LUATIONS (1981, 1986/87) AND OTHER MORE SPECI U
 
EVALUATIONS.
 
TEE MISSION ALSO wISHES TC-POINT OUT THAT PDP I IS IN
 
THE FINAL YEAR OF IMPLEMENTATION OF SUBPROJECTS WITS A
 
PACD OF APRIL 1988. PDP II PROVINCES ARE NO11 PLANNING
 
THEIP FINAL YEAR OF SUBPROJECTS (88/89) AND THE PACD IS
 
DECEMBER 1989. TO ESTIBLISH A COMPRTHENS.VE MONITORING
 
SYSTEM AS SUGGESTED IS NOT ONLY INCONSISTENT ITfl PDP'S
 
MANkGEMENT APPROACH, BUT NOT PRACTICAL GIVEN THE TIME
 
REMAINING IN EITHER PROJECT.
 

THE AUDITORS QUESTIONED THE USEFULNESS OF CONSULTANT'S
 
REPORTS AS A MANAGEMENT TOOL. A UNIFORM REPORTING FORMIT
 
WAS ESTABLISHED FOR BOTH DAI A&D RMI ADVISORS 
IN LATE
 
1984 TO ASSIST IN MONITORING PDP'S ACEIEV'MENTS kflD
 
FINANCIAL EXPENDITURES, 
AS WfELL AS TO REPORT CONSULTANT'S 
'OvKvLANJS. WHILE THE FO'[1AT MAY NOT 76E PRFECISELY 
FOLLOWED IN EACH REPORT, THE CONSULTANTS kRE REQUESTED TO 
ADDRES.S THE FOLLOWING ISSUES ',ITH P.ESPECT TO THEIR
 
PPOVINCES: FINkNCIkL STkTUS (REQUESTED FOR USAID'S
 
QUARTERLY EXPENDITURE REPORTS), PROGRESS Il PLANNING;
 
PRO-RESS IN MONITORING/EVALUATION; PROGRESS IN
 
BINEFICIARY IMPACT, PROGRESS IN INSTITUTIONkIL
 
DEVELOPMENT; OTHER ISSUES/?RO3LE?!S. AS THS AUDITORS
 
NOTED, RMI CONSULTANTS ALSO PFOVDE IN- iOATIC 
 ON ANNUA1 
AND SICK LEAVE, AND NEXT OUAPTER'S WORK AND TRAVEL PLANS 
FOR AID CONTRACT .ANAGEMENT PURPOSES; TEIS TkKES UP AN
 
AVER.AGE OF 5 
OF THE lENGTH OF TEE R3POFTS. 

TEE MISSIOtN FEELS THAT CONSULTANT .RE?CR'S DO CONTAIN 
INFO.MATION USEFUL FOR DTER'IINING PD?'S PROGRESS TOwAEDS 
GOALS. AS INDICATED ALREADY, IT HIS NE--. BEN INTENDED 
TEAT USAID, SHCULD ?.OUTINLT CULLECT IFO.r 'ATICN O 
INDIVIDUAl -ZNEiICI%2IES OR THE IMP.CT OF EACE 
SUBPROJECT. AS NOTE2 ABOVE, WIL' TE CAABIITY OF TEE 
LOCAL INSTITUTIONS IS STILL ', PROGRESS AS EEN 
ACHIEVED IN BUILDING UP VARIOUS ASPECTS OF POJICT 
MANAkEMENT INCLUDING MONITORING AT LOCAL LEVELS. THE
 
CHANGES OEICH INDICATE SUCH DEVELOPMENT ARE CONTAINED IN
 
MOST PLANNING AND MANtGEMENT ADVISOR'S REPORTS, OTHER
 
TECHNICAL ADVISORS HAVE SLIGHTLY DIFFERENT EmPHASES IN
 
THEIR PEPORTS DEPENDING ON THEIR INDIVIDUAL AREAS OF
 
TECONICAL EXPERTISE (AGRICULTURE, CREDIT, ETC.)
 

SUBPROJECT FIELD INSPECTION REPORTS HAVE, SINCE JUNE
 
1987, BEEN SUPPLEMENTED WITH A FORM FILLED OUT FOR EACH
 
SUBPPOJECT WHICH GIVES INFORMATION Oil VILLAGE LOCATIONS
 
AND GIVES A QUALITATIVE ASSESSMENT OF EACH SUBPROJECT'S
 

7,11 r,AS S ;K JI A.TA 018'472/07
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Y0M .AS&S T0 

.31NRFICIARIrS, *UA'ITY OY IMPlEMENTATI'ON, AN ASSESSMENT
 
DF .NPIIIRys 


2IrPAVT. Tf O INFORMATION ON THE NUMBER OF
 

02UIDN OF 'TEACTIVITY, TEE BENEFITS 
AND APPRDPRIATNESS DI 73Z AUTIVITY, GENERkL IMPRESSIONS 
IND lESSONS "TO 7E LEA?,NED IN ATD]TION TO IINANCIAL 
-EPENI)ITUP! ITA USED -D? -2IM3UYSEMl.T. 

TEE AUZITOFS QUESTIONED OTHER SOURCES OF INFORM.ATIOt; AS 
USEFl At1 AG-'ENT TOOLS 3EmAuSE OF INCUMr?LETE
DOCU,,ENTATION, DOCUMENTS .....
, E.E IN !,JDOt2S!AtI OR THE 
LOW F?EEUENCT OF INFORMATION FLO*,C. ASAIJ, WITH RESPECT
TO TEE iNSTITUTIONAL GOLLS OF "D., TEESE SOURCES LL .. P AT3 AND AD.Z ~AIE IFO:MA.!ON To L'OW=RO.T.DU . 

DSAI. !U MA&AG- TEE PROJI.,T AS WAS INITIALTLY INTENDID. 

C. CONCLUSIONS: IN RESPONSE TO RECO',MENDATION NO. 1,
TEE MISSICN RECOGNIZES TEAT PROJECT GOALS AND OBJECTIVES 
IN TEE AUTHORIZED PROJECT DOCUMENTS ARE NOT EASILY
MEASURED TO DETERMINE QUANTITATIVE ACHIEVEMENT, NOR IS IT
 
EASILY DE TERMINED YEEN THE'PROJECT WILL EAVE ACHIEVED
 
T-ESE OPEN ENDED GOALS. T._IS IS NOT A PROVEI-M UINIQUE TO 
PDP, BUT COM.-ON TO INSTITUTION BUILDING PROJECTS AIOUND 
.31 WDORD. TEE MISSION BAS CONSISTENTLY ATTIMPTED TO
 
MEASURE INDICATORS OF hCEISTEMENT THROU"SH TBE MONITORING
 
3T
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AND iNFORATI' LC S75*TEM USED BY 'PROJECT MAsNAGEMENT. In 
LIGHT OF TEE OVERALL INSTITUTIONAL DEVELOPMENT GOAl DF

PDP, THE MISSION FEELS TEAT WE HAVE ADEOUATE AND ACCURAT.E 
INFOFMATION wEICS SHOVWS THAT TBE INSTITUTIONS INVOLVED IJ 
PDP HAVE MA"VE SIGNIFICANT PROGRESS IN DEVELOPING THEIR
 
CAiA3ILITISS PARTICULARLY IN 'IPANNIN'G AND flANAGEMENT. 

wEILE IT 13 T[IE MfS.'iIIO:'S VIEW THAT THE MONITORING 3Y5TEM 
RECOMMENDED BY THE AUDIT IS INAPPROPRIATE FOR PDP, WE 
?3COGNIZE THE NEED TO DETEEMINE 'THEEXTENT OF PDPS 
kCHIEVEMENT AND IMPACT. THL MISSION THEREFORE INTENDS TO 
CONDUCT A NATIONAL LEVEL SEMINAR WITH A RANGE OF KZT 001,
UNIVERSITY. AND DONOR PARTICIPANTS TO REVIEW PDP'S 
PROGRESS (BASED ON THE 1986/87 EVALUATION RESULTS) AND TO
FORMULATE A STRATEGY TO BETTER IDENTIFY AND MEASURE
 
PROGRESS OF LOCAL INSTITUTIONAL DEVELOPMENT IN
 
INDONESIA. 'iEEXPECT THIS TO BECOME THE BASE FOR
 
CONDUCTING A FINAL PROJECT EVALUATION IN MID-1989;
PENDING GOI AP ROVAI., THE MISSION ALSO YROPOSIS 20 
REPEAT THE 198C SURVEY ON BEt.EFICIA.Y IMPACT AS PART OF
 
TEE FINAL EVALUATION TO ASSESS PROGRESS IN INCREASED
 
BEN-F!ciARY INCOMES DURING THE INAL YEARS OF THEO
 
PPOJECT. T. FZSULTS OF T31S FINAL E7ALUATION WOULD BE
USED NOT 04LY AS A FINAL ASSESSMENT OF POP'S IMPACT, BUT 
TO LAY THS ?QU:D WORK FOP. AREAS OF FOCUS OF THE PROPOSED 
NEW PRGJECT. 

4. R ) ! ' 70; NO0. 2: V : P 0 lt i"'ND TEA
 
UAIr/IItjDc:,.1 , 0 .,',LO,, A PLAN FOli TUE ORDERLY TRANSFER
 
Of OPEPk7.ION OL' ,.'14' PlOVINClAL DETILOPMENT PROJECTS TO
 
TEE GOVERtlt'I'IT 'IF INIONE5IA. '2},S PL&IN SHOULD:
 

- I. LI7 1 2, - ol"AID/TUDONESIA CAN ASSIST THE 
" ':9. .*...:;',,.,, vv IN r ': C .r POjSI.B IT TT TOR 
TECENI " . .. : NEC..."".... FOR SUSTAINING PROGRAM 

- B. IDENTI'Y OTHEIi FUNDING SOURCES FOR DEVELOPMENT 
AkCTt71TIE, PANNE' AN1D IMPLEMENTED UNDER THE PROVINCIkL 
DEVELOPMEOT PROJEnCTS, AND 

- C. ID.ZNTF3, THOSE ASPECTS OF TEE PROVINCIAL
DEV:..O0.;t,. POJEC"TS WHICE WILL CONTINUE AYTER THE 
PFOGAM ENDS AND DISCUSS R.LATIONSHIPS TO ANY FOLLOW-ON 
ACTIVITIES. 

A. COMMENTS: AS STATED PREVIOUSLY, THE INTENT AND GOAL 
OF PDP IS TO ST]ENGTHEN AND IMPROVE EXISTING GOI 
SYSTEMS. PDP HAS BEEN A MEANS TO TNST LOr'.ALLY GENERATED 
IDEAS FOR DEVELOPMENT PROGRAMS AND IMPROVED SYSTEMS TO 
PLAN AND MANAGE PROCRAMS AT LOCAL LEVELS. INITIATIVES,
 
IDEAS, PROCESSES, AND PROGRAMS DEVELOPED BY PDP WERE
 
INTENDED TO SERVeY AS TRIAL OR PILOT EFFORTS, WITH
 
SUCCESSFUL ONS B"ING USED TO IMPROVE THE GOI'S EXISTING
 
SYSTEM OF MANAGEMENT OF ITS DEVELOPMENT PFOGRAMS.
 

IT WAS AS,"IJtDDURING THE DErSIGN OF THE PROJECT THAT AS 
THE PDP EXJ;:,PIMENT DEMCNSTRATED SUCCESSFUL PROCESSES AND
 

A/, I ulc, ASSuiIEr ,JAKtk"TA lP7?/04 
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APPROACHES THE GOI 
'OULD INCORPORATE AND/OR PROVIDE
FUNDING TO SUPPORT THE CONTINUATION.OF wHAT PDP BAD
INITIATED. HOWEVER, THE ABILITY OF THE GOI
INCORPORATE SUCH IMPPOVEMENTS TO 
SINCE 1985/86 HAS lZEN
AFFECTED BY THE SHARP DECLINE OF OIL REVENUES WEICH
PROVIDED FUNDING FOR UP TO 70 
PERCENT OF THE -OI BUDGET.
IN THE LAST 2 TEARS THE GO 
 HAS FOLLOwIED AN AUSTERITY
BUDGET AND PRE£DICTIOt4S ARE THAT THIS KILL CONTINUE FOR ATLEAST TEE NEXT 2 TO 7 vARS. 
DUE TO TEE LK&NTICIATEDCUT IN REVENUES, USAID IS 
SSISTING THE GCI AT THE
CENTRAL AND .RuVII;CIAL LFVELS E ERMNIN
IN DrT...IING HO'o TO !S, O EST
USE TEE LESSONS LEARNED FR.OM 9 TEARS O PrP EXCEfR NCE AT
NO OR MINIMUM ADDITIONAL BUDGET REOUIREMENTS.


?rP HAS STRIVED, AND IM ,UST CASES SUCCEEDED, TO 'OP.R
WITEIN EXISTING SYSTEMS AND INSTITUTIOnS, wITH EXISTING
GOI CIVIL SERVANTS. 
 HEN PD? ACTIVITIES 
 RE FINIS:E'D,
THE STAFF AND INSTITUTIONS VIT9 WEICH PD 
 hAS WOR".D 'ILL
STILL EXIST AND CONTINUE TO FUNCTION AND MANAGE TEEREGULAR GOI PROGRAMS. THIS IS IN MAPgED CONTRAST kITH
PDP-TTPE PFCJECTS 
IN INDONESr.! SUPPOFTED ?T TBE WORLD'AN7#
TEE GE.M'N" ND DUICH GOTEH4" !J S THERL IS NOTHER.EFORE, NEED,
TO "TRk.,SFER" ACTIVITIES FRUOA 
USAID SPONSOPED
PROJECTS TO TEE GOI AS .ECO'IN;4DED !N TEE AUDITOR'SREPORT SINCE THE ACTIVITIES 2AVE kLV YS PRI,",RIL 
 BEEN
 
3T
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IMPLEMENTED IN NORMAL GOI SYSTEMS, BY REGULAR GOI STAFF.
 

PDP FUNDING TO PROVINCES R-EP!.ESENTS ONLY A SMAll PART DF
THE GOT'S LOCAL DEVELOPMENT BUrG T SUPPORT (INPRES, OR
INSTRUESI PRESIDEN, PRESIDENTIAL INSTRUCTION PROGRAMS).

IN FY 86/87 FOR EXAMPLE DOLS. 
US.960 MIlLION WAS PR0VI:DED
 
BY THE GOI TBROUGE INPRES PROGR.aS TO PROVINCES,

DISTRICTS AND VILLAGES FOR LOCkL D TELO..,ENT PROGRAMIS.
 
THIS COMPARES TO DULS. US 7.2 MILLION W7ICH PDP PROVIDED

IN SUBPFOJECT FUNDS FOF TEE qA!IE TIM1E PEPIOD. 
THREIEFORE. 
TEE LACK OF 'AID FUNDING FOR SIDPRCJTCT7 ILT. NOT
REPRESENT A-MAJCR OVEPALL CUT IN FU.DS FECEIVEL' FRT THE

LOCAL DEVELOPMENT kGENCIES 
 ?,ESE A3ZNCIES 'SILLCCfTNUE
 
THEIR REGULrAP OtN-1OflC VMt N"-4 ACTJ',',,-r r~!;r r v -r-7
INP.ES PFCGRArIS. TItZ A.'-2A I HICHE ."ILOSSN O PDP FUNDSWILL HA7E IN I'OFIMPACT IS ODING V CUTSIDE THE
 
M' ' AL USES OF CUPR~t.T ItNFR. PROG AMS AT T7! DISTRICT 
LMIEL. 
 TRIS IS -BEING ADDP SvD TFOU O\-lDONGDISCUSSIONS 'ITHIN T3Z ,OI, AND IN O'NECII" WIT. TE
 
DESIGN OF THE PPOPO012D .,'; LO"',l ','j L tl"E' F'LCi "7,
17 

PROJECT.
 

AS DESCPRIBED IN TEE 198: PDF AMENDMENT, LIAITE LCCAL 
 '
 
TECHNICAL ASS:STANCY tOULD HOPE-ULLY 
COJTI'WE YITH COi
FUNDING AFTER PDP U'.D ENLED. GITENJ 7EE CURF.ET FU.E
 
BUDGETART CONSTRAINTS TEISPLAN.AT t,0 1Ot.GER 3E

FEASIBLE. HOWEVEF, ALL PDP PFOVINCES RAVE GArNED VARYINGDEGREES OF EXPERIENCe'IN IDENTIFYING AND WOERIIJG WITE

INL'ONESIAN AND FOREIGN CONSULTANTS; DEVELOING SCODES OF

WORK; AND CONTRkCTING WITH NGOS AND UNIVERSITIES TO
CONDUCT SBOT-TZR AND LONG-TEEM CONSULTAIC IES. USlI
 
FEELS TEAT TO CONTINUE PROVIDING TA FUNDED BY SOURCES

OTHER THAN GOI FUNDS WOULD B2 BENZU7ICIkL IN ONLY t FEW

SELECT CASES NOTED BELCW.
 
TEE GO AND USAID IN JUNE 196. AnIEE. ?dAT CUvRENT
 
TECHNICAL ASSISTANCE CONTRACTS 
FOR PDP I WOULD TERMINATE

IN JUNE 1987 AND FOR PDP II IN JUNE 1388. ADDITION'AL
 
TECHNICAL ASSISTANCE IS CURRENTLY BEING DISCUSSED IN
 
RELATION TO ASSISTING SF ECIFIC C.EnIr FROGW.)'cS I' 2

PROVINCES AND IN CAR.ETTNC OUT SPECIAI STUDIES O"
 
E"ILUATIONS TO !URTHER PDF'S S STXlilikLE !iFr.CT ON 
THE

GCI'S APPROACH 
O LORAL R3?AL DT.ELv^.?2rT. =PUE TO TEE
RECENTLT CONLETED 2SO1FGANIZAION AT AU L 7115 IN TE-

MINISTRY OF MOME MFFIRS NOTED 
 EALISP, THESS PlkhS RLTE
 
NOT YET BEEN TINALIZED. 

IN A FEW CkSES, PDP HAS HELPED CREATE PFOGF-%>-S, SU.,H AS 
RURAL CREDIT WHICH PECAUSE THIT APE ELAT1'ELY NEW
PROGRAMS IN THESE PPOVINCES, ARE NOT YET
 
SELF-SUPPORTING. SUCH IS THE CkSE IN 
ACEH, NTB AND
BENGKULU. USA!D AND GOI OFFICIALS FROM THE PROVINCES AUD
MINISTRY OF UOME AFFAIRS HAVE 
BEGUN DISCUSSIONS WITH THE
 
NATIONAL PLANNING AGINCY (BAPPENAS), MINISTRY OF FINANCE
 
AND OTHER DONORS TO DETERMIINF WHAT FUNDS COULD PE

PROVIDED TO THESE PROORAMS UNTIL THEY HAVE A CHANCE TO
 
ACHIEVE SELF-SUFFICIENCY.
 

AS NOTED EARLIER, A NATIONAL LEVEL SEr-1IuAR IS TENTATIVELY
 

.ft.i. q lii~t 4r."~ 7 ' I J I?'fi gjjMIIII~~ 
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SCHEDULED FOP FEBRUtANY 19S8 TO DISCUSS I-DP'
 
EFFECTIVENESS, IMPACT AND IMPLICATIONS I-OR JUURE 0O
 
DECFNTRALIZATION POLICIES AND PROGRAMS. A hEW ,POPL)SED

PROJECT, AS IT PRESiNTLY EXISTS IN A CONCEPT I £E, WILt
 
FOCUS PRIMARIIY ON ASSISTING TEE GUI TO IDENTIFY
 
IMPPOVEMENTS IN EXISTING POLICIIS TO -YFIE2TE £NBA9C2E
 
EFFICIENCY AND EgFECTIVENLSS OF LOCALLY ADMINISTERLD AND
 
MANAGED DEVELOPMENT ?ROGRLMS, ?RIMAR!Lr LT TEE DISTRICT
 
LEVEL. US&ID F'UNDING WOULD SUPPORT A POLICY AALTYIS 
TTPE OF OFGANIZATION TO ASSIST TEE 0'.1 S UDIES 
AND TO SUPPORT SMALL PILOT INITIATIVLS Ih EUOVIN'ES At D 
DISTRICTS, WHILE THIS COULD EIIEC!IVLY INLU. C-'BE 
LINKED TO A COMPONENT WEICH iROVIrES F FUR LOCAL7I 

PROGCPMS (SIMILAR TO PDP'S SUB3PRO JEC), OT-*R DONOTS 
WOULD BE EXPECTED TO ASSIST TE GOI IN lUNDIIG TEIS 
POSSIBLE NEW INPRES FUND. TEE N36' ?EOJEC7 15 INTENDZr TO 
BUILD ON PD?'S LIPER7T-UNE 3UT NOT 3ECGME I CONT:NUATION 
OF PDP PER SE. IT WILL NOT IN MOST CASLS COhTI:uE AID 
FUNDING FOR LOCAL PROJECT ACTIVITIES EaUN UANDER PD?. 

EACH PDP I1 PROVINCE HAS BEEN INSTRUCTEO 114DIVIDUILLY,
AND IN A GPOUP MEETING IN JAjARTA IN OCTOBfl 17, TO 
DEVELOP A CLOSE-OUT OR PHASE-OUT APFEOAZE DUENt0 TiiEIR
 
FINAL TEAR OF PDP FUUDIDG. CULLAZORATIZG WITH ThEI3
ET
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PROVINCIAL CONSULTANTS, TEE PROVIIjCES ARE EXPECTED TO 
DETERMIN2 PRIOPTTIES IN THEIR PROGRAMS AND IDENTIFY ThOS! 
THAT SHOULD AND CAN 3E CONTINUED BEYOND PDP FUNDING. 

SEVERAL PRONI:C3S HAVE ALREADY MADE ?ROG;ESS ON TEIS. IN
 
NTT. BAPPEDA OFFICIALS HAVE O3TAI,NED ASSURANCES THAT SOMlE 
LOCAL FUNDING WILL BE MADE AVAILABLE TO SUFOURT THE 
VILLAGE EXTENSION PROGRAM. DONORS ALREADY WORIING IN NT' 
(AUSTRALIA, WORLD BANK) HAVE BEEN INVITED TO MONTHLY 
COORDINATING MEETINGS TO DETERMINE IF -1UTURESUPPORT IS 
AVAILA3LE FROM DONORS FOR NTT'S PDP INITIATED AGRICULTU.41
 
RESEARCH ST4TION. CREDIT PROGRAMS IN NTB, SOUTH
 
KALIMANTAN,. BENGKULU AND 
aGZR ARE ALL IN THE PROCESS OF
 
PREPARING BREAK-EVEN POINT PROJECTIONS TO DETERMINE
 
LEVELS OF FUNDING REGUfRED BEFORE THEY RZACE 
SELF-FINANCING. THEY WILL PRESENT THEIR R.EOUESTS FOp

ADDITIONAL FUNDING TO EITHN', LOCAL OR CENTRAL GOI
 
AUTHORITIES AFTER PDP HAS TERMINATED ITS IUNDING.
 
CENTRAL JAVA AND ACEH HAVE ALREADY SET ISIDE LOCAl GOI

FUNDS FOR "PDP TYPE.- ACTIVITIES FOR Fr 86/89 AND RAVE 
REQUESTED MATCHING FUNDS FROM THE GOI NATIONAL 
DEVELOPMENT BUDGET. DISCUSSIONS ON THIS ARE STILL IN
 
PROCESS.
 

B. CONCLUSION: USAID HAS BEEN HOLLINSF RESULA? ON-GOING 
DISCUSSIONS WITH VARIOUS LEVELS Of THE GOI TO PREPARE
 
PROVINCES FOR THE END OF PDP. 
 AS TEE LOCIL GOVERNMENT

AGENCIES HAVE ALiAYS ADMINISTERED AND MANAGED SUBPROJECT 
ACTIVITIES THERE IS NO NEED TO "TRANSF!P." THESE 
ACTIVITIES TO TEEM AS WOULD OCCUR WITH AN AD HOC OR
 
AUTONOMOUS PROJECT.
 

LOCAL GOVERNMENTS HAVE GAINED TEL CXPA3ILITT TO IDEJTI7T

TECENICAL ASSISTANCE NEEDS, AND CAN LOCATE A:D CONTRACT
 
FOR TA I7 NECESSARY. WITH THE PRESENT FINA4CIA!
 
SITUATION, HOWEVER, IT IS UNLIKELY THE LOCAL OR CENTRAL 
GOVERNMENT wOULD HAVE MUCH FUINDING AVAILAILE FOR THIS IN
 
THE NEAR TERM. IN LIGHT OF THIS, USkID IS AND WILL

CONTINUE ASSISTING THE LOCAL GOVERNMN:S TO ?ir SOURCzS
 
OF FUNDINg-FROM THE GOT DEVELOPMENT BUDGET AIND OTHER
 
DONORS FOR HIGH PRIORITY PROJECTS AND NEEDS. BOTH AID
 
AND GOT COUNTEPPARTS FEEL THAT, VEII.7 LC:. I.,T ,S
sIT:u 

A.1E STILL UNDE.IDEVLOPED IN CETAIJ !IANAG-ZNT SK!LLS.
 
PROVIDING ADDITIONaL TA IT THIS POINT WI: BE IESS
EFFECTIVE THAN ALLOWING THESE INS.'ITUTICNS -0 ATTEMPT TO 
MANAGE THEIR PROGRAMS WITHOUT PELTING HEA7-LY ON OUTSIDE 
CCNSULTANTS. 
5. RECOMMENDATION NO.3: WT RECOM"E.,D THAT 
USAID/INDONESI DEVELOP A PAYMENT VERIFICATION SYSTEM YOP 
PROVINCIAL DEVELOPMENT PROJECTS I AND II THAT COMPLIES
 
WITH A.I.D. HANDBOOK 3 REQUIREHENTS.
 

A. .COMMENTS: PAYMENTS ARE MADE BkSED ON TRIE POST-AUDIT 
CONCEPT. AS THE MISSION HAS ONLY ONE FINANCIAL ANALYST,
WE HAVE NOT YET BEEN ABLE TO VERIFY ACTUAL COSTS FOR THE 
PDP PROJECTS. NEVERTHELESS, THE MISSION PLANS TO PERFORM 
VOUCHER VERIFICATION OF ThO PDP PPOVINCES SOON AND 
EXPECTS TO COMPLETZ THIS REVIEW IN JANUARY 1988. 

IL/it UNCL'SSIFIED 'A AkPTA V1AL'72/10 
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APPROPRIATE ACTIONS WILL, BE TAKEN .UAEED ON 1INDINGS OF
THE REVIEW TO CORRECT WEA IN}SSES P.' T- 1PLELTIG
 
AGENCIES ACCOUNTING EYSTErl IF ANT APE YOtJN) . AN
APROPI.ATE PAYMENT 
 VERI.IC.kTIOt SCASY ilr, 0"I1 PP ]idL BE
DEVELOPED AND CLEA.FI D ! -i. tNlI O} TO
IMPL:1ENTATION. I N .Ar>1- l'O9,1'FN'2.P v ,y REC}nIYZ

AP-CV-.L FOPN,- 1 w P
R h.' UOC 

7... ..cq .... T
U A I, ' , ut,, 

, . T U ,e -

19CLA.2 TO:
 

S D
- INLD F 1!' INIT I UNS A /5fLA?LES OFACTIVITIES AND SERVICES FOP ,EIE ANDHONU-RlIA SALAFT 
SUPPLE.11EN-s CkN BE ;.'ID; AND 

SPIPIOE1IT Pr': I 14 N1OYE :N, Ok .O!. T.EECOPABPF 

EA!O? CLOSELY PELAE 
Ac IT:~s0 LIEs IN
SAME PROJECT Ol:tRRGRAM vIOUT ..SCI Al ZUS1.CATIO. 

A. CO MENT: 'HE GOI HAS "
AN ET,LIFE,D " I"SMn wEIC 
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P GOVEPNIMENT E'Fp IAEZS RECEGIVE .. LOiA VERY ASE SAARY,
WHICE, IN ACCODANZE WITE DOCU,"ENTED GO) FEGULATIONS IS
SUPPLEMENT7D IN VAPIOS WAYS. IN IX)JTIO.1 TC :3EIR _ASE
SALA Y. Cl I SIP.VI",S E-l'.E1VE A RICE 4LOWANCE. COLA,

AND CLOTHING A%-6 TDAi', SET ALL)WAtNCE. 1 A CIVIL1SERVANT IS, .U TO 2IS/HEP POUTINE I0S,IN ADDITION 
RESPONSIBLE FOR SE3VINC OI A C3M" ' ' E4 EEIIG k 
COURSE, PRESENTING A PAER OR MA:ACiNG A PROJE-
 (3t

PDP'S CASE, A SUBPROJECT) A:N HONOVAFIUM IS PAI&. 
 THE

01, 
THROUGH THE NATIONAL PLANNING AG3,NCY (BAPE:&:S) v.4D
 
OTHER CENTRAL AGENCIES, HAS DETAILED RP'" " ULATIONS W21 CI
SET OUT THD VkFIOUS &ItNDS OF HOOFA11A AND LZVZLS A.LLOwEl
IN ACCORDANCE 
 ITB TASKS FERFORMED AiJC THE INDI7IDUL'S 
CIVIL SERVICE RAN&. THE GO! MINISTFIES, INCLU.DING HOME
AFFAIRS HAVE INSPECTORATE GENERALE =OSE STA-l CONDUCT
AUDITS OF BOTH CENTRAL AND LCCkL LiEL G3VZRNx.Nz:J 
UTILIZk.TICN Of FUNDS. 'TEE P OVINCi1I. GO"ERN2' EX ALSO EAS 
AN INSFECTORATE. USAID IS AWARE THAT AUDITS ER

CONDUCTED BY THE Oi INSPECTORATE, WEIC A9,",OTHER 
ASPECTS, RETIEW LEVELS AND TYPES OF EONGSHIk. PkID BY DOI
?ROJECTS. PDP SUBPROJECTS ARE SUBJECT TO GOT LUDIT SINCE.THEY APE FUNDED THROUGH I" O 'S NORMAL *UDGE?:NG 
PROCESS. 

GO! S 

-wbI1 TEE bIbSION PlECOG1tZE S T SE I-ITliITY OF ?LYING 
HONORAlIk, IT ALSO RiALIZES TfAT N(T PAYI.G IT ADULD
CAUSE , J0 I PCRBLEuIS FOR riPL ElTINC. ROJECTS I;
INDONESIa. iT IS A STANDARD PRACTICE IN INDONESiA TO PAY 
AN HONiORAXRUt! TO C'IIL SERVANTS FOR WHAT 
IS CONSIDERED 4N
 
ADLITIONAL DUTY TO WSAT IS ROUTINE:LT EX-PZCTED.
 

THE MISSION EkS 'EAS3NkBLE ASSUR&C. TA-T: 
1) EO-NORP.I.k 
FAIr U4DEP ?E? U;PRJJECTS ARE I' ACCORDA:.CT 'ITeBA?PZ.P ;GUiA10NS, 2) THiEf 0E FAID .0 IDLTIlIALE 
TASKS PlkF0EZL. IF THE TASK IS LOT -.O.Z, TE 
EONORARIUM IS NO- PAID, *) AND TBHE IS NO rLSUBLE PAIlENTFOR THE SA,,E TA3X, 4S TASKS RL ItENTIFIED k4ID rEFINED BY

BAPPENAS REGULkTIOlS.
 

7. RECOMMENDATION NC. 5: WE ?RZCC IMENZ TEAT 
USAID/INDONESIA R.OUIR 
 TEAIT TEE G7..I,E..,N OF IITONESIA_ 
IDENTIFY ECr... ANDl LALACY S'PLE:I TS P-z NDE2P;.OIINCIkL DErLO.'IEN6 P-.OJECTS %. A SEP4FATE lINE ITEM 
IN SUBFROJECT .ODGETS. 

A. C0 .MErN TEE MISSION ?.t;DO ,!ZT .ETIEWED OTER 33 DIPS
(S5BPROJECT 2G"ZErs), AND 
IN ZVE.! CAS, 3(0.CRARI& 'EFS 
CLEAFLT IDENTIFI.Z. UqDZR THE WAGES BUDGET CATEGOPy. IN

THE CASE OF PD?, USAID REIMB5URSES A PREVIOUSLY &-FREED
 
UPON PERCENTAGE OF THE ACTUAL COST OF ThE E:TIRE
 
SUBPROJECT DIP 
(BUDGET). THEPE ARE NO BREAKDOWNS IN THE

DIP WHICH SHOW BY BUDGET LINE ITEM, USAID AND 001
 
CONTRIBUTIONS. FOR EACH PDP SUBPROJECT, AID FINANCES
 
ONLY A PORTION OF THE OVERkLL COST OF THE VCTIVITIES AND

AID FUNDS ARE NUT IDENTIFIkLE BY BUDGET LINE ITEM.
 
FUNDING OF HONORARIA IS ATTRIBUTED TO THE GOI-FUNDED
 
PORTION OF THE SUBPROJECTS AND AID FUNDING CNNOT
 
CO'IRECTLY BE IDENTIFIED AS 
FINANCING HO.NORA.IA.
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B. CONCLUSION: SINCE kID UNDS CANNOT E SAID TO 3F 
FINANCING HONORARIA, TE9 AUDIT Pi.C...tlEDATIOP RD 
PEVISING TIE MISSION OPPD I DO OT P 1iAIN IN' THIS CAS.:.'THE MISSION ORDER IS VALID ONLY 'dERE AID iU;,DS A.fE USEDDIFECTIY TO FINANC: HONORARIA AND SALARY SUPPL7hIEN TS. 

OLFOITZ
 
3T
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List of Recommendations
 

Page
 

Recommendation No. 
1 
 5 

We recommend that USATD/Indonesia estali sh amoni.toring 
 system for the Provi.nc ia.l 
Development Projects which gathers 
 and analyzes

informationi concerning 
 progress toward

verifiable indicators so that achie.vemenit of 
the prujec 1s ' goal and purpose s can be
 
measured. Such information should inl ude:
 

Increases in incomes, 
 product ion and
 
consumption 
 resul tirg from pari:icipation 
in the Pruvirncial. bevul opmi-nt Pr.j :Ls; 

Improvements in the (u Ly uF pIa)n.in ,
implement aLuIn, 
 moonit or ing and Uva.uat ion 
of dev olPM.iLt acd{.1 i i rs by
partic ipatigL l.ovJiir ii I adt (istrict 
governmen ts i nulo _iL tbco:a,=r ,, m',cI. 
ini the
Provinicial Dev'elopmunl Prn j cts ; ,nd 

- Lesso; ]ea rnud by participating 
provinces and di striJc t s ini planning,
implemerting, moni to r ing and evaluating 
development activj ties resH .tirug from 
pa rt.i c ipat ion in the Provincial 
Development Program. 

Recommendation No. 
2 
 16
 

We recommenidJ 
 that: USt-JIDl ndonesia develop 
 a

plan 
 Vur thlc orderly transfer of operations of 
the Provirc ia l Deve lopment Projects to the 
Government of Indonesia. This plan should: 

a. Di scun'. how tIJhlD/Inldoruoeia carn assist

thte Government or Indonesia 
 i n assiJmirg
respon' i hili ty foUr t:ec hni cal services 
np :d y For}"swit in iny program

actLiv ities; 

b. IdenLi F'y 
 MtAher funding sources for
dove l.opimeiint act iviti plannedes 
 and
 
impl emei t eud under the Provincial 
Development projects; and
 

http:pIa)n.in
http:Provi.nc
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c. Identify those aspects of 
Development Projects 
after the program 
relationships to 
activities. 

the 
which will continue 

ends and 
any 

Provincial 

discuss 
follow-on 

Recommendation No.3 19 

We recommend that USAID/indonesia develop a 
payment verification system for Provincial
 
Development Projects I and Ii that complies
 
with A.I.D. Handbook 3 requirements.
 



APPENDIX C
 

Report Distribution
 

No. of Copies
 

Mission Directer, US/AID/Indonesia 5 

Assistant Admini strator, Bureau for Asia and the 
Near East (AA/ANL) 
 I 

Indonesia Desk (ANE/E) 1 

Audit Liaison (ffice (ANE/DP) 
 I
 

Bureau for External Affairs (AA/XA) 
 2 

Office of Press Relations (XA/PR) 1
 

Office of Legislative Affairs (LEG) 1
 

Office of the General Counsel (GC) 
 1 

Assistant to the A-dministrator for Management (AA/M) 2 

Office of Financial Managemenl (N/FM/ASD) 2 

Bureau for Science and Technology (S&T/RD) 1 

PPC/CDIE 
 3
 

Office of the Inspector General 

IG 
 1
AIG/A 
 1 
IG/PPO 
 2

IG/LC 
 1 
IG/EMS 
 12

IG/II 
 1 
RIG/I/M 
 1
RIG/A/Cairo 
 I

RIG/A/Dakar 1
RIG/A/Na irobi 1
RIG/A/Singapore 1
RIG/A/legucigalpa 1

RIG/A/Washington 1 
RIG/PSA 
 I 


