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P:mblem: Your app:mwl is required for an increase of $8.8 million f%Clll
the Section 103 - Agriculture, Runl Development, and Nutrition
appropriation, for Project 497-0264, Provincial Area Developnent Project.

Discussion: Project 497-0264 was authorized on September 16, 1977 by the
Assistant Administrator for Asia, who authorized the obligation of $8.0
million over t~ period FY 77 to FY 79, $2.0 million Grant and $6.0
million in Loan. In 1979 an additional $800,000 in gnnt funds was
authorized. Thus, USAID has obligated $8.8 million for PDP I.

The new total life of project cost is $17.6 million. The planned
,obligation for FY 82 is $1.350 million in grants and $3.650 million in
loans.

The increased cost is due to USAID desire to continue the activities of
this project for an additional six years. The PACD for PDP I bas already
been extended by AID/W for both grant and loan to April 12, 1988.

You have been delegated authority to app:mve an increase in life of
project obligations of up to $30,000,000 in accordance with STATE 106150.

Wai ver: None required.

Justification to the Congress: Page 280 of the FY 82 COngressional
Presentation, main volume, shows a life of project obligation of $6
million in Loan and $2.8 million in Grant. The Congressional
Notification to reflect an additional FY 82 obligation of $3,650,000 in
Loan fund and $1,350,000 in Grant funds, expires on June 25 ~ 1982.

Recommendation: That you sign the attached Project Authorization
Amendment, and the revised pmject data sheet indicating your approval of
the PP amendment.

Cleaxances: RD:PAStruharik~
PRO:REllert-Beci~t)
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INDONESIA

PROJECT AUTHORIZATION AMENDMENT

Provincial Area Development
Proqram I
A.I.D. Loan No. 497-T-047
A.I.D. Project No. 497-0264

1. The Provincial Area Development Program I for Indonesia was
authorized on september 16, 1977 by the Assistant Administrator for the
Asia Bureau on the basis of life-of-project funding in the amount of
Eight Million United States Dollars ($8,000,000) of which $6,000,000 was
to be loan-funded, and $2,000,000 grant-funded during the period FY 1977
through 1979. In 1979, an additional $800,000 in grant funda was
authorized by AID/W for PDP I. Punuant to Section 103 of the Foreign
Assistance Act of 1961 as amended, I hereby amend the project

:. authorization as follows:

(a) The total planned obligations for the project are authorized
in an amount not to exceed Seventeen Million Six Hundred Thousand U.S.
Dollars ($17,600,000) of which Five Million One Hundred Thousand U.S.
Dollars ($5,100,000) is authorized in grant funds, and Twelve Million
Five Hundred Thousand U.S. Dollars ($12,500,000) is authorized in loan
funds, with the additional funding to be available for obligation in Py

82 and FY 83, subject to the availability of funds in accordance with the
A.I.D. OYB/allotment process, to assist in financing the foreign exchange
and local currency costs of the project.

(b) Paragraph (b) of the authorization on source and origin of
goods and services is amended to provide that ocean shipping financed
under the Loan may be procured in Indonesia as well as the United States
and Code 941 countries.

2. The authorization referred to above remains in full force and
effect except as hereby amended.
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Date

Clearances:RD:BHawley (in draft)
RD:CDutto (in draft)
RD:PAStruharik (in draft)
RD:RMachmer (in draft~
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PDP I PROJBC'l' PAPER AMENDHBN'l'

I. Pu%PO.e anc! .ummary

The puzpose of this amendment i. to .ecure additional AID funding
for the second phase of the Provincial Ana Development Progmm (PDP) I.
'rhi. second pha.e was recaamenc!ec! by the AID/W evaluation team in it.
report: of September 1981. Both GOI anc! USAID ncognize that PDP i. a
long-teDII program and that the fint four yean of pzooject activiti••
repre.ent the initial pha.e of a long-tezm pm;zam c!e.ivnec! to .tren;then
local gove~ent in.titution. anc! incraa.e the producti~ capacity anc!
incane of the ruml poor. USAID/Inc!onuia i ••eeking thi. functin; at
this time for a number of reasons:

a. to continue to support a p rogzam which is provin; valuable to
the GOI in meeting it. object.i~. of c!ecentralized regional
development and income di.tributionl

b. to assist the GOI in bric!ging the gap between PDP a. a new anc!
untested program to a time when the 001 will bear the full
responsibility of its implementation anc! replication in new
provinces,

c. to provide direct assistance to BANGDA (Directorate General for
Regional Development, USAID'. counte%p&rt agency in the MJ.nistry of
Home Affairs) in order to strengthen its capability to provide
guidance and support to the pl:Ovinces 1

d. to provide continuity to the PDP pl:Ogram in the provinces of
Central Ja va and Acehl and

e. to impl:O'Ve PDP in the existing provinces and to establish a
solid technical and administrative foundation for the expansion of
the program to other provinces.

USAID plans to request funding for the the second phase of PDP in
the six PDP II provinces in late FY 82 for authorization in early FY 83.
The reasoning for the PDP II extension is the same as for the present
request; the details of the programs in each of the six PDP :Il: provinces
will be discussed in a latter document as Central Java's and Aceh's are
in this document. Major issues, however, relating to the extension of
the PDP in all eight provinces are discussed in this documentl thus, this
document constitutes the basis for the extension of PDP in the eight
provinces currently participating in PDP.

USAID is continuing inteInal discussions on alteznative ways of
providing support to the GOI in a phased expansion of the program to new
provinces. Both the GOI and USAID agree that while elements of PDP can
be transferred to new provinces, there is no substitute for actual
experience. PDP offers to the new provinces an opportunity for leaming
by doing, that is, planning, impl8lllenting, monitoring and evaluating
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concrete development activities with the di~ct involwment of local
people 11ving in very different ge09raphical and .ocio-econcmic
settings. Both GOI and USAID believe that PDP provi4e. a valicS appzoach
to participatory development and effective decentralization. Thu., the
GOl desire. to expand the program to other province•• USAID'. major
concem in this extension i. a••iating current PDP program8 and
.upporting BANGDA a. BANGDA prepa~. it.elf to undertake PDP prog%1lDl8 in
new provinces.

A summary of funding and activities propo.ed in this amen&lent i.
as follows:

1. Technical Assistance:

•
a. four long-tem advi.on for two yean (96 penon-months), with a
possible extension (48 person-months), to assi.t the two provinces
of Central Java and Aceh, short-tem technical a.siatance by both
expatriate and Indonesian advisors (16 person-months) in
specialized fields to assist both provinces.

b. 20 person-months of short-tem technical a.sistance ())oth
expatriate and Indonesian advisors) and three long-tem advison
for 2 years (72 penon-months), with a possible exten.ion (36
pers9n-months), to work with BANGDA. These advi80n, wi.il assist
with desi~ing and implementing a comprehen.ive planning,
management, monitoring and evaluation system for use within BANGDA
and each of the participating provinces, they will provide
assistance to BANGDA for credit programs, and they provide also
assistance in developing and coordinating implementation of core
training programs within the PDP.

c. Approximately 17 person-months of possible technical assistance
for planning and design of the PDP programs in three new provinces.

2. Training: In-countzy and selected US and third-countzy training
programs for participants fran Central Ja 'WI, Aceh, and BANGDA. Limited
training may be made available to new PDP provinces as part of the
planning and design phase of the PDP programs in these provinces.

3. Annual program and subproject financing: a percentage of the cost of
the provincial annual programs and component subprojects. Throughout
this project the GOI has put in large rupiah support, but in the
extension GOI subproject financing ~resents a sizable increase in GOl
contribution compared with the first four years of the program during
which time AID contributed two thirds and the GOl one third. Subprojects
will include small-scale, experimental, locally designed and implemented
.lUral development activities in such fields as agriculture, animal
husbandry, fishery, small scale industries, ruml credit and tmining.
The puzpose of these subprojects is to increase the productive capacity
and incane of small fanners and rural entexpreneun in Central Java and
Aceh.
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Phase II of PDP I aneS II will be implementeeS O'V8r a penoeS of six
years. (For a detailed treatment of project 9Qals, puzpoee, aneS outputs,
see the logical fmmework, Annex 3). The fint year is a bridgoe year in
which provinces may complete subprojects fraD phase I, undertake
evaluation and reviews of phase I and the planning for phase II. Both
Centml Ja va and Aceh have chosen to undertake additional subprojects as
well during this year. Years two through five will be implementation
years in the same manner as phase I which will inclueSe new areas of
Centml Java aneS Aceh. This seconeS phase of implementation is slateeS for
four years. Four years is consieSered ac5equate to apply the lessons
leamed from phase I and test new ic!eas before the last year of phase II
which is again a year for cCllllpleting' remaining' subprojec1:8, evaluations
and reviews. Pha.e three would be under the contzol of the GOI.

The total cost of the extension is approximately $24.8 million. It
is recommene5ed that AID contribute $8.8 million of thue costs. 1:16.5
million in loan funds and '2.3 million in grant funds.

II. Current project status

A. Introduction

PDP is one prognlm in a series which the GOI has initiated since
1969 to channel development funds to local people through local levels of
govemment. In 1969 the GOI established the fiat INPRES (Instruksi
Presiden: Presidential Inst%\1ction) program, INPRES Kabupaten, which
chanelled funds to the kabupaten (district) for roads and irrigation
systems built or rehabilitated by local people paid cash wages fxom this
INPRES program. At the time INPRES Kabupaten was established this
infzast%\1cture had had no repair for thirty years. It was nearly
impossible, for example, to drive fraD Semamng, the capital of Centml
Java proVince, to what are how the PDP kabupaten immediately to the
east. At that time as well ruml people were suffering the privations of
continuous unrest from the time of colonization through 1965. INPRES
Kabupaten, then, met two immediate needsl short-tem income for xuml
people and basic infzast%\1cture as a precondition to further developnent.

This INPRES program also represented the GOI's first attempt at
decentzalized authority for decision making, in that the Econanic Affairs
Office (Perekonomian) of the Govemor's and bupati's offices (province
and kabupaten levels respectively) were in oharqe of detemining where
INPRES projects would be iuplemented.

During the second Five Year Development Plan (1974-1979) and
continuing into the third (1979-1984) the GOI has continued to shift
responsibilities for ruml development from the centml gO'V8mm&nt to
local govemments. Planning boards at the province le'V81 (BAPPEDA
Tingkat I) were established at the beginning of the second Five-Year
Plan. Fi ve years later canparable planning boards were established at
the kabupaten level (BAPPEDA Tingkat II.) Planning boards at both
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levels, which are staff of the chief officer of the Minist1'Y of Heme
Affairs, the govemor and bupati respectively, were responsible for
coordinating the INPRES and other development programs in their regions.
In creating both dec&ntralized programs and the agencies responsible for
them, the GOI demonstrated its concem with meeting local needs with
local means as an adjunct to its sectoral programs designed centrally.
This concem with rural people's benefiting fmm the development pmcess
was further underlined in the third Five Year Plan which added to the two
primary national goals of stability and growth the third goal of equity,
by which the GOI meant a more equitable distribution of the benefits of
the development pmcess.

As for the ability of the INPRBS program to achieve these goals,
several problema remained: infrastzucture pmjects benefited the poorest
:ruml Pt!9Ple only ill the short-tem, the ~d· and irrigation syet...
provided long-tem benefits not to the wzy poor who had built them for
cash but to those scmewhat better off who had scme capital or land and
who could use the roads for cClllllerce or the irrigation syet... for larver
harvests. Local govemment agencies were still administmtiWlly and
technically weak, which meant that their ability to use deWllopment funds
and make contact with :rural people was still limited. The GOI was also
eager to invest its g~wing oil revenues in productiWl deWllopment
programs, but needed a way to detezmine through small scale tests which
approaches were the most productive and hence worthy of larger-scale
financing.

The GOI undertook PDP in 1978 as a program paxalleling the INPRES
progmm to deal with these problems. PDP was the fimt INPRES-type
program to make the rural poor the direct, long-tem beneficiaries. It
was the first to delegate authority for project design and funding for
implementing non-infrastructure projects to local levels of govemment.
The understanding behind this delegation was that the local levels were
to research project ideas with local people and design subprojects which
responded to their particular local needs. The subprojects were to
complement sectoml programs, particularly to meet local needs which the
more geneml sectoral programs could not meet. PDP aimed to develop
local government agencies to make decisions about using centIal funding
and· encouJ:age the involvement of local people through local govemment.

PDP in fact was to be not so much a fonnal program as a process, a
means of testing locally generated ideas for development progDlJll8 and
procedures of local government which could be used beyond the limits of
PDP itself. Successful subproject ideas could then be funded from
regular GOI sources at a much higher level than PDP's initial test.
SUccessful systems for monitoring and planning could be adopted by
BAPPEDA as a whole. PDP was conceived to be a system or a process for
generating ideas and involving local agencies and people who had not been
involved previously in the development pmcess. This view continues to
guide PDP, and the following pages illust12lte how the PDP as a system and
process has been used.

.;
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In summa.xy, 'then, these are the pUIposes of PDP:

a.to increase the productive capacity and incanes of roral people
in project areas as directly and immediately as possible1

b.to improve the capabilities of local govemment in participating
provinces to undertake rural development acti vities; and

c.to improve the capabilities of key central govemment agencies to
support local govamments in this process.

PDP should be viewed as a philosophy and a process designed to
influence· the whole system, of national development. PDP is not simply
another IlIPRES fund; it is an approach to development which should
influence the way the 9O_mment at both national and local levels
manages the development pliOC&SS. The essence of the PDP can be summed up
in one word: participation. Part:icipation means allowing local
govemment units to c01'1tml the allocation and management of resources
while providing opportunlties through training, improved planning and
management procedures to expand and improve the ability of local
govemments and groups to manage the development process. At present the
govemment has planning institutions at both the provincial and disttict
levels. The critical t.sk now is to provide these institutions with the
expertise and knowledge needed for them to discharge their development
mandate. Participation in the PDP context, however, goes beyond the
question of the allocation of decision~aking responsibility between
central and local govemment. In addition to the devolution of
decision-making responsib-i,.lity, PDP is concerne.d with the quality of the
development process and particularly with the beneficiaries. The PDP
process is, the'refore-, concemed with actively engaging roral camnunities
in decision-making to ensure that development investments are responsive
to the aspirations of the people and are really perceived by the people
as improving the quality of life in the community in an equitable manner.

B. AID '5 contribution

AID has provided 'technical assistance, training, and partial
financing of subprojects. PDP I was initiated in the provinces of
Central Ja va and Aceh with authorization by AID/W in late FY 1977.
PDP II, authorized in mid FY 1979, expanded the program to six additional
provinces (Bengkulu, South Kalimantan, Nusa Tenggara Timur and East Ja va)
as a first phase beqinning in 1979, and to two other provinces (West Java
and Nusa Tenggara Barat) as a second phase beginning in 1980.

In total AID has authorized and obligated $32.8 million for PDP I
and II, $8.8 million for grant-funded technical assistance and training
and $24 million for loan-funded subproject financing. Aggregate
Govemment of Indonesia. cUrect commitments under both PDP I and II total
approximately $25 milllon. Thus, ow r a four yea r period PDP moved into
a total of eight of Indonesia's twenty-seven provinces. In addition PDP
has expanded to ttwo other provinces: Yogyakarta with World Bank
assistance and Wiest Sumatn with aid fran west Gennany. However, the



- 6 -

)programs in these provinces are quite different J:;>ecause of. the, laJ9.r
financial resources a vailable to the two provinces and their focus on
infzastructure projects.

C. PDP Opezations

Within each AID-supported participating province' the planning
process is similar, although the final desigD varies according to the'
socio-economic chazacteristics of the target ruzal. camnunities,the
strengths and the weaknesses of the local govemment appazatus, and the
agroclimatic and ecological conditions of the selected areas. The
initial planning process, which nomallylast, up to one year, involves
the target rural population and local govemm~mts under the coordination
of district and provincial BAPPEDAs. A limited ,numbsr of activities or,
thrusts are identified through this process of. bottom-up planning, and a
development strategy for their implementation -over a four year period is
developed. During each year of implementation the participating
provinces prepare annual operational plans which detail the PDP program
for the upcoming fiscal year, based on the conceptua]. framewo.rk, lessons
learned to date, and specific subproject selection criteria.

Implementation follows the regular GOI budget proCess. The
provinces present their annual operational plans toa. central teclmical
committee in which USAID participates. Funds are passed to the
appropriate implementing agencies (dinas) in the provincial or district
governments, utilizing the INPRES financial mechanisms. Actual
implementation responsibilities belong to local technical agencies with
the BAPPEDAs responsible for coordination and monitoring. USAID
participates in subproject financing through the fi~ed amount
reimbursement (FAR) system.

National-level guidance and policy direction have been provided by
the steering and Technical Committees composed of ,BAPpENAS (National
Planning Agency) and the Ministries of Home Affairs, Finance, Agriculture
and Public Works. At the local level the Govexnor has primaxy
responsibility for the province's program. Responsibility for overall
planning, coordination and evaluation rest with the provincial BAPPEDA
and increasingly with the district BAPPEDAs. Individual teclmical
agencies at the provincial and district level are responsible for. the
detailed design and implementation of their individual subprojects.

D. PDP in the context of USAID assistance to Indonesia

PDP was the first project in the mission's portfolio to work
directly with the Ministxy of Hane Affairs in providing support to local
govemments. Other USAID projects have work~d with individual technical
agencies within various ministries, whereas PDP ~s been able to work
with the Ministxyof Home Affairs in an effort. to integmte the work of
multiple technical agencies at the provincial and district levels .of
govemment.
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PDP's objectives are consistent with USAID's strategy of assistance
to Indonesia which includes strengthening GOI institutions, delivering
direct benefits to the rural poor, and expanding opportunities for local
communities to participate in planning and executing development
programs. As discussed in the FY 83 CDSS, PDP constitutes one of the
major a reas of concentration of USAID assistance to Indonesia during the
1980s. Along with the Local Government Training (LGT) project, PDP
provides a substantial contribution to strengthening the planning and the
managerial skills of officials in the Ministry of Hane Affairs and in the
provinces. The high priority accorded to PDP by USAID is also reflected
in staff allocations: 3 US direct hire and 3 Indonesian employees for
project management and two agriculturalists, one US direct hire and one
Indonesian employee. This presence is necessa ry for annual prognlm and
subproject reviews and field monitoring visits, especially in decisions
on reimbursement.

PDP will become increasingly linked with the Local Government
Training project. This $9.5 million USAID-supported project is designed
to improve the pel:formance of provincial and district BAPPEDAs
nation-wide through the provision of training in regional development
planning and management. This project is in its initial stage of
implementation by the Education and Training unit (Badan Diklat) of the
Ministry of Home Affairs. Through BANGDA PDP will establish closer
administrative links with Badan Diklat to ensure a flow of trainees and
training ideas from the provinces to Badan Diklat' s regional training
centers (RTC) in Yogyakarta (which is serving Central Java) and Medan
(which will serve Aceh beginning in CY 83). Badan Diklat and the RTCs
will also be asked to develop training packages for the provincial and
district BAPPEDAs and train the trainers who will become the focus for
basic training in each BAPPEDA.

PDP is the precursor of the Central Ja va Entezprise Development
Project which builds on PDP experience in developing small scale rural
industry in Central Ja va. The latter project will be implemented under
the overall guidance of BANGDA in coordination with the BAPPEDA. This
follows closely the PDP mode!. Credit provided to pri vate entrepreneurs
through the Entezprise Development Project will flow through existing PDP
credit channels, the local Regional Development Bank and subdistrict
credit units (BlCK).

USAID has recently signed a loan agreement with the GOI for a new
integrated rural health project, the first in Indonesia which
decentralizes responsibility for health delivery systems to the province
and to lower levels of govemment following the PDP model. Since the
project is as yet in very early stages, the linkage with provincial
BAPPEDA is not yet defined. In Aceh, the linkage is especially
appropriate because regions of Aceh were selected as PDP areas on the
basis of the malnutrition found in certain parts of the province. The
program. for these areas focused on agricultural production.
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The present amendment is only one component of USAID' s plan for
support to PDP. This amendment will provide direct support to BANGDA and
continuing assistance to two provinces for the next six years. Another
component is an amendment to the PDP II Project Paper which will request
support for the second phase in the remaining six PDP provinces. The
latter amendment will be prepared in late FY 82 for early FY83 funding.
A third component is the support for the planning for a phased expansion
of PDP to new provinces. Planning in three new provinces will be
undertaken with funding requested in this document, with the
understanding that funding for the implementation of the program in these
provinces will be mainly from the GOI with the possible coopexation of
other donors.

E. Institutional deve~ent

1. Institutional development in the provinces

a. Central Ja va

At the outset of PDP in Central Ja va, the Governor established a
unit within the BAPPEDA with responsibilities for PDP. The reason for a
separate unit was that since PDP was a new experimental program, it
needed a small team of full-time professionals to coordinate planning and
monitor implementation. At first the PDP staff in the BAPPEDA was a
multifunctional task force which perfomed the full range of duties
required by PDP from planning to evaluation. This structure proved
adequate initially, but the pressure of multiple years of design,
implementation, and evaluation has forced this staff to subdivide itself
into functional areas and then into committees with responsibilities for
parts of the program. There are three such functional areas now:
planning and training; implementation, coordination, monitoring,
reporting and evaluation; and routine administration and finance. The
committees are composed of selected members of the PDP unit,
representatives of the BAPPEDA-wide office with similar responsibilities,
technical agencies, and other representatives as appropriate. For
example, the committee on planning consists of staff members from the PDP
unit, members of the BAPPEDA planning office, representatives from the
Governor's Development and Finance Offices, the Indonesian People's Bank
(BRI), the Regional Development Bank (BPD), and representatives from the
six sectoral agencies which participate in PDP.

This administrative structure has been replicated in a more
simplified fom in each of the five districts participating in PDP. As
planning and implementation of PDP subprojects have moved from the
provincial level to the districts, the newly created District Planning
Boards (BAPPEDA Tingkat II) have assumed coordination functions similar
to the provincial BAPPEDA' s • In keeping with the more lim!ted
a vailability of skilled manpowe r, the model which has been adopted here
is that of the multifunctional steering committee with the local BAPPEDA
at the center.
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Since IFY 80/81 when projects were first planned and implemented at
the sub-district level in thirty subdistricts, this model was even
further simplified to establish subdistrict development committees. This
latter development has yet to be fODmalized, but these committees axe now
acquiring administrative experience and learning to playa larger role in
planning and managing their own future. It is hoped that this trend will
continue and ultimately result in some similar development in the
villages.

One explicit task of PDP was to experiment with techniques of
participato:ry planning, that is, eliciting project ideas from rural
people. Thus, during the first year of PDP in Central Jaw., two types of
subprojects were designed: standard subprojects which were designed by
the sectoral agencies and regional subprojects which resulted from local
participation in planning. The latter were identified under the
direction of the camat (subdistrict chief) after a process of
consultation with ruxal people. The results were mixed, reflecting the
abilities of the local government people in charge. The following year
the BAPPEOA staged txaining in participato:ry planning for officials at
the province, district, and subdistrict levels. Delays in funding and
short lead times for the planning period caused much of this training to
focus on administrative procedures and preparation of budget documents
rather than on project analysis and design. Despite these delays and
shortcomings, real advances were achieved in the integxation of sectoxal
and regional planning. This integration was achieved by provincial
BAPPEOA policy guidance which required sectoral agencies to show that
their subprojects were in fact integrated into regional PDP subprojects
and which required regional subprojects to be reviewed by sectoral
agencies so that they would be fully cognizant of the regional
subproj ects.

The techniques of participato:ry planning in Central Java remain
only partially tested and developed. The system designed for planning
the fourth year subprojects in Centxal Ja va was based on a local
committee called the panitia lima (the committee of five). There are
fi ve members of the committee: the head of the village (lu:r:ah) lone other
village level government official, a representative the village
development board (LKMO), usually the head of the family welfare division
(PKK) of the LKMO; a non-foxmal leader often a religious leader; and one
candidate recipient. This canmittee first designates those people in the
village who are eligible as recipients based on guidance and criteria
from the provnce and kabupaten BAPPEOA. The cOllll1littee then meets with
small groups of potential recipients to elicit thei r ideas for
subprojects. Once the ideas have been assembled, the committee selects
those most promising and reviews this selection with the camat and his
technical staff. These ideas are then passed up the line for review at
the kabupaten and province, revisions or changes are discussed with the
levels below so that the originators continue to be part of the process.
Once the province has approved the proposals, they are xeviewed in
Jakarta and are signed as budget documents by the govemor of the
province.



... 10 ...

This system was followed with mixed results during IFY 81/82. The
constraints were too limited planning time and the inexperience of
kecamatan and village level people with the system. The system remains
in effect for this year and has been preceded by training courses.

Through PDP, Central Java has also upgraded a credit institution,
the subdistrict credit unit program (Badan Kredit Kecamatan or BKK, )
which is now emerging as a decentralized and self-sustaining credit
system which is able to reach the roral poor at the village level,
stimulate local entrepreneurship, and remain financially viable.

The provincial BAPPEDA has recognized the importance of developing
a monitoring and evaluation system for PDP. Recently the BAPPEDA has
obtained the services of a grant-funded team of Indonesian consultants to
assist in developing a comprehensive monitoring system at different
levels of local government. As a component of the first"'year program the
cooperation of two local universities (Diponeqoro and Satya Wacana) was
secured to conduct a baseline study of PDP target villages.

b. Aceh

Institutional development in Aceh has been different from that in
Central Java. Founded in the late 1960s as the Aceh Development Board,
the Aceh BAPPEDA was originally almost entirely staffed by faculty from
Syiah Kuala University. The chaimanship of the BAPPEDA is still held by
the rector of the university; however, only six of the current chiefs of
the sixteen eli visions and subdivisions are faculty members at the
university. The nwnber of full and part time BAPPEDA employees has risen
from 46 to 65, a 41\ increase in four years. Although such expansion has
meant continued predominance of university staff on the BAPPEDA staff,
there has been a gradual and increasing tranSfer of day to day BAPPEDA
functions to full time, non-university personnel. PDP was instrumental
in hiring and training five junior planners who have now become peDlUlnent
staff members of BAPPEDA.

PDP is being implemented in two districts in Aceh, Aceh Besar and
Aceh Barat (Map 2b). A PDP Aceh steering committee composed of heads of
sections of the provincial BAPPEDA oversees the full PDP program. In both
Aceh Besar and Aceh Barat PDP is implemented by the technical agencies
coordinated by a central committee within the office of the bupati. This
committee has become the nucleus of a district BAPPEDA. District
administrative offices in Aceh, especially in remote areas such as Aceh
Barat, are not much better staffed and equipped than the next lower
levels (kecamatan) in Central Ja va. Program planning has been
progressively decentralized over four years by a process of project
development and review carried out by the province BAPPEDA in each
district. Workshop meetings bring together the heads of kecamatans,
chiefs of technical agencies, and the district PDP committee to plan each
year's program.
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Relations with Syiah Kuala university have included two important
subproject contracts to collect baseline data and records of land
ownership and land use. Both have been carried out by the university's
Rural Development Center with consultant assistance financed by both loan
and grant funds. Further evaluation activities have been bUdgeted to be
implemented by joint BAPPEDA and university specialist teams especially
to assess agricultural project impact and to improve institutionalization
of the PDP rural c redit system.

The process of encouraging local participation in planning begun
under phase I with training for local government staffs in program
planning, proposal writing, monitoring and reporting. Following guidance
and instructions from the province level BAPPEDA and teclmical agencies,
kabupaten level officials meet with representatives of famers' groups
which are fonned as part of the extension program of the teclmical
agencies in the kabupaten: agriculture, small scale industry, and women's
family welfare groups (PKK). These representatives generate project
ideas which are discussed in tum with the camats and kecamatan staff.
Once approved the proposals are forwarded to the province and later to
Jakarta in the usual PDP manner. In the fifth year of PDP the province
will experiment with a different means of reaching village people and a
different means of regional planning. Three villages in Aceh Barat and a
number yet to be detennined in Aceh Besar will be selected as model
villages, their townspeople sounded out for project ideas, and the actual
proposals developed as an integrated PDP package. Also for the fiat
time in Aceh the province health service will work in these villages
doing first a nutrition survey followed by a nutrition supplement program
funded by the Health Service. PDP will make use of this nutrition survey
as one criterion for selecting recipients for PDP programs. This
procedure parallels Aceh's procedures for selecting areas to be included
in PDP phase I. It is the fiat time that nutrition is being used as a
criterion to select beneficiaries themselves. Previously the
beneficiaries were selected by the camat and his staff.

The BAPPEDA Tingkat II were established in Aceh Besar and Aceh
Barat as of April 1, 1982. In both cases the Development Section of the
bupati's office will fonn the nucleus of the new BAPPEDA Tingkat II. In
Aceh Besa r the head of that office will not be appointed for seveml
months to come since there is no bupati. The fomer bupati, long a
strong supporter of PDP, died in November 1981 just at the time of the
inauguration of the new govemor. The govemor decided to delay
appointing a new bupati until after the elections in May 1982. The
BAPPEDA Tingkat II will continue to function as it has to the presentl
PDP is in fact the only funding it receives, an excellent example of the
opportunity which PDP's decentralization provides the local governments •
.In Aceh Barat the chief of the PDP unit will become the head of the new
BAPPEDA Tingkat II and will receive full managerial responsibility for
PDP funds. Previously this control was held by the area secretary
(sekretaris wilayah) also under the bupati. This consolidation of
authority is expected to provide better support to kabupaten-level PDP in
Aceh Barat than was the case earlier.
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2. Institutional development at the Center

During the 1970s, the GOI made several important changes in the
nation I s development program to reflect an increasing awareness of the
importance of decentralization and regional development. One such change
in the Ministry of Home Affairs was the elevation of the fonner
Directorate for Regional Developent to a full-fledged Directorate-General
for Regional Development (BANGDA) (see Annex 1: organizational chart. of
BANGDA). This change is a significant step in the move to focus GOI
attention on regional development and on the responsibility of the
regions to participate in the development process. Becoming a
directorate-general also gave BANGDA access to a larger, more skilled
staff, a greater bUdget allocation, and gave it a more influential
position in the GOl which allows BANGDA to be more effective in the
implementation of its programs.

PDP, which was the first development program with foreign
assistance working directly with local governments, was handled at first
by a small unit within the fonner Directorate for Regional Development,
but now greater support can be provided by various offices of the new
expanded Directorate General. Four new professional staff members with
skills in planning, agriculture, and credit have recently been added to
the PDP unit within the Directorate for Provincial Development in
BANGDA. Thus, the capability of BANGDA to support the PDP has greatly
increased. At the sarne time the problems of operations and staffing in
BANGDA - too few skilled people for all the new responsibilities, the
need for more stable adrninistrative routines and policy guidance to the
provinces- are still in evidence. Strengthening BANGDA I S ability to
support the provinces and provide the services needed by the provinces
for decentralized planning and implementation are thus an area of
important foc'l.l.s for this extension.

In addition this extension will concentrate on preparing BANGDA to
establish PDP programs in the remaining provinces and to develop contacts
with Indonesian technical institutions and individuals who can provide
technical support after phase II.

PDP has also benefited from more active participation by BAPPENAS
and the Ministry of Finance in PDP operations. Officials from both have
begun participating regularly in field monitoring visits. This exposure
has allowed them to see PDP up close and will help to make the PDP model
more widely understood in the GOl, especially by those withresponsiblity
of financial allocation of development funds.

F. Sectoral development

(a) Central Java

The Central Java program is being implemented in five contiguous
districts (see Map 2a) and has three a reas of focus:
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(i) improvements in the utilization of existing agricultural
resources such as village irrigation, secondary food crops
production, livestock (especially goats and sheep) and fisheries.
These improvements address the problems of land scarcity and low
productivity of poor people in target areas. In particular, this
program has provided 15,000 goats and sheep as in-kind credit to
6,000 poor families; assisted in settling approximately 3,000
landless families on rainfed slopes slated for reforestation with
an agricultural package suitable for this marqinal land; assisted
through village irrigation approximately 3,000 families owning less
than a hectare of land; has stocked public waterways with
fingerlings for the ruml poor; assisted 3,000 families to develop
backyard gardens and fish ponds; and provided training to 300
extension workers in integrated agriculture.

(ii) The Subdistrict (Kecamatan) Credit Units (BBKs) were
established by the provincial govemment in 1972 in an effort to
provide small, non-collateral loans to thousands of petty traders,
fanners, cottage inciustzy workers, and artisans with no access to
the fonnal banking sector. In the original concept of the BKK, the
provincial govemment set the basic parameters for a rural loans
program correctly. They moved the loan operation close to the
borrowers by sending the loan officers to a different village each
day on a weekly schedule to make loans and receive repayments.
They developed a simple character reference criterion for making
loans, keeping the loans small until experience had been gained
with a particular borrower. They charged an interest rate
sufficient to cover all costs of loaning, including bad debt.

At the time the program was launched, however, there were not
enough experienced managers available to launch a program in 486
subdistricts within a short period of time. The control mechanisms
for dealing with such a large number of units were not yet in
place. Loans for many different types of productive activities
were attempted without prior experience with which types had a cash
flow sufficient to make repayment possible, and, finally, the
amount of capital made available by the provincial govemment was
not sufficient to see all local units of the institution through
the initial learning period. Those units which made mistakes
initially had to close down.

BY 1977 the institution had survived its learning period, and those
individual units still in existence were covering their costs and
retaining earnings sufficient to maintain their working capital in
real tems, with inflation at 16\. However, there was a general
sense of discouragement in the provincial govemment about the
institution, and no additional capital was made available for four
years.

PDP initiated a pilot program involving 65 BKK units. Technical
assistance was provided by AID along with $345,000 to assist in the
financial restructuring of the 65 BlCKs. Perfomance criteria were



- 14 -

established for all BKKs, a cadre of BKK inspectors from the
Regional Development Bank (BPD) were trained, and new accounting
and control systems were established.

The following table presents a composite financial and service
performance rating of the 65 BKKs evaluated at two points in
time. As the table indicates, progress has been achieved. Both
the financial status and service performance of the majority of the
65 BKKs has improved dramatically over the initial phase of the
pilot program. At present he 65 BKKs are lending and collecting
over 32,000 loans per year, and the lending operations are
expanding rapidly.

Composite Performance Rating of 65 BKKs

Financial and Service
Performance

Superior

Very Weak

Rating September 79 August 81
" of BKKs % # of BKKs %

1. 0 0 7 11
2. 7 11 12 18
3. 15 23 28 43
4. 17 26 3 4-
5. 26 40 15* 24

* All but six of these have improved dramatically, but their past
losses have not been written off. Their balance sheets are not
healthy enough for them to move to the next higher category.

In IFY 81/82, the provincial government allocated $162,000 of its
own very limited budget for additional capital to the BKK units
outside the 65 with which the PDP has worked, and they plan to
allocate the same amount in IFY 82/83. In addition the provincial
government has borrowed almost $5 million from the central Ministry
of Finance to be used over the next three years to build up the
BKKs. USAID will continue to provide technical assistance in
developing the BKKs into a more complete rural banking system,
including the provision of better service in mobilizing local
savings, but further AID capital assistance for this phase of the
KKK program is no longer required.

(iii) development of administrative systems for identifying local
potential at sub-district and village levels and for increasing
capabilities to plan and implement activities to maximize the use
of local resources by local authorities. During the four planning
cycles occurring during the four years of PDP the provincial
BAPPEDA has delegated progressively greater authority for
subproject identification, design, and implementation to the
district and subdistrict levels in Central Java. By year four 62%
of the project officers were subdistrict officials. These
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officials are also responsible for working with their technical
staff and village officials to engage village people in the process
of identifying local needs and activities to fill those needs.
USAID advisors, provided through a contract with Development
Alternatives Inc., have worked directly with these officials to
devise systems of generating these ideas and designing the projects
arising from this process.

(b) Aceh

The Aceh program has developed differently, with the two districts
being more independent of one another than in Centml Java for reasons
largely of geography (see Map 2b). The relatively easy camnunications
within Aceh Besar, a strong district head, and the proximity of the
provincial BAPREDA and technical service agencies to the field have given
rise to a more even development than in Aceh Bamt where programs ha'Ve
tended to reflect the uneven abilities of the technical agencies which
lack ready access to provincial level technical support.

The Aceh PDP program has three a reas of focus:

(i) improved agricultural planning and project evaluation by
provincial planners and the heads of district agricultural
services. Under PDP I Aceh tmined district and subdistrict
administrators, the staffs of technical agencies, and BAPPEDA
junior staff in planning, proposal writing, monitoring, project
assessment and reporting. The quality of subprojects designed
under PDP I has led the provincial govemment to adopt PDP planning
procedures province-wide.

(ii) increasing agricultuml support services to raise production
especially by strengthening extension staff and by introducing
readily available, previously tested new technology. Multi-pu%pose
agricultural development centers, improved or constructed under PDP
I, are now fulfilling the need for classroom instruction in the two
districts; programs of field pmctice, demonstrations, and crop
trials will be increased in the next phase. Fanner exchange tours
within the province and intensified extension have met with success
for rice production although increases in production of secondaxy
food crops remains limited. Secondaxy irrigation canals are now in
place in selected areas and await construction of tertiaxy systems
in the next phase. PDP has supported seveml types of livestock
improvement programs for ducks, chickens, and goats. Local fanners
and vaccinators are being tmined to innoculate fowl and treat
large animals for camnon pamsites. Proqrams in sugarcane
production and motorized fisheries have also been tried with
vaxying degrees of success.
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(iii) introducing more cost effective and efficient production and
marketing teclmiques in several local handicraft and village
industries. Groups of a rtisans engaged in more than a dozen
different crafts, including blacksmiths, potters, weavers, tailors,
and woodcarvers, have been trained in improved production
techniques and product design. Cost and incane studies have been
done for four handicrafts. The studies demonstrate that
participating artisans have been able to raise their production and
double their incomes fran pre-PDP levels. Assistance to salt
makers introduced sane improvements in teclD'loloqy, but the tenns of
tzade have moved against salt making. Those involved are being
assisted in seeking new sources of income. Improved production of
patulli oil which is used in the production of French pe%f\DDes has
started recently.

Aceh's general plan for the use of PDP funding is to concentrate on
three kinds of activities within the sectors listed above: agricultural
production; construction and equipment; and training. During the first
yea·r the bulk of funding went to contruction and equipment, the smallest
part to tzaining. OveI' the four years of the program this allocation has
shifted dzamatically toward production, as follows:

(in US$) Years Years

1+2 3+4

production: $133,000 $2,532,000

const ruction/e quipment: 1,665,000 978,000

tzaining: 211,000 365,000

Aceh has made an equally dramatic shift between subprojects
designed to train local govenunent officials in development processes
(which the province considers indirect assistance to the rural poor) and
subprojects which assist the rural poor directly (credit, irrigation
canals, fishing boats, farmer training). In year one direct assistance
accounted for 28.5% of the annual bUdget, indirect 71.5%1 in Year four
direct assistance is 69.5% and indirect 30.S%.

G.Lessons leamed and improvements needed

As stated in the AID/W evaluation report, there is clear evidence
that with the strong GOI support and AID assistance the PDP has made in a
relatively short-time sane remarkable achievements. However, out of the
PDP experience a number of weaknesses have been identified, and these
will be addressed during the second phase of PDP I I

1. The need for a comprehensive planninq-monitorinq-evaluation system

The first phase of PDP saw the establishment of the PDP system of
planning, monitoring and evaluation. The second phase of the PDP will
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focus on improving and perfecting this system as local governments gain
more experience. This phase will begin to work with this system as a
whole rather than with independent elements of the planning,
implementation and evaluation cycle. The elements of this system which
will receive continued attention during phase II are as follows:

a. Planning

During phase I the provincial BAPPEDAs gave priority to subproject
design and implementation over systematic annual and longer-tezm
planning. The provinces now need to focus on improving the quality of
annual planning and longer zange program plans. The provinces also
intend to continue decentralizing the planning.process and improve in
particular cross-sectoral district planning and project design at both
district and subdistrict levels under the coordination of district
BAPPEDAS';"- There is a need for clear planning guidelines and for a
planning framework to standardize the context in which local planning
takes place. Skilled manpower is needed to undertake this work.

To meet these needs lonq-tezm technical assistance will be provided
to the provinces and BANGDA. Appropriate training will also be provided
through Badan Diklat and PDP to planners at the district, provincial and
national levels.

b. Monitoring and reporting

The present monitoring system for checking implementation in the
field consists of regular field visits by provincial and district
BAPPEDAs. The reporting system consists largely of recording
expenditures dUring implementation without much reporting on successes
and failures, problems and bottlenecks, issues and policies. The foxms
used to record infoDDation during monitoring visits need to be refined
based on an analysis of infoDnation needs throughout the PDP structure.
The reporting system needs to be elaborated to include infoDDation on the
process of implementation, institutional development, and beneficiary
participation in addition to financial data. All infomation needs to be
collected and processed more promptly than at present and then used as a
management tool.

To meet these needs technical assistance and training will be
provided to the provinces and BANGDA to assist in preparing an analyais
of infozmation needs and designing and refining monitoring and reporting
systems.

c. Evaluation

To date provinces have given priority to subproject design and
implementation; evaluation is now beginning to receive more attention.
Most evaluations to date have been pelfomed by uniwrsities because the
BAPPEDAs have lacked the skills and methodologies to produce reliable
evaluations with a limited staff. The BAPPEDAs, BANGDA, and USAID have
been able to make only lim!ted use of the results of these evaluations.
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In August and September 1981 AIO/W conducted a six week evaluation of the
PDP with the assistance of a seven-man team composed of five Americans
and two Indonesians. Two similar extemal evaluations will be carried
out during the implementation of phase II of PDP, one during the third
year and one during the sixth and last year of USAIO involvement.

The need now is to develop the capacities of BAPPEOAs and BANGDA to
undertake substantive evaluations of their programs. This will involve
development of staff capacity and methodologies which are implementable
given the limited professional manpower available.

To meet these needs USAIO will provide long-tem technical
assistance to BANGOA and the provinces for evaluation and to strengthen
GOI capacity in this area.

USAID alsa"proposes that under the Local Govemment Training (LGT)
project the Agency for Education and Txaining (Badan Diklat) be asked to
develop a core course on evaluation and offer it regularly in the
Regional Txaining Centers (RTCs).

d. Beneficiary selection

The living standard of PDP beneficiaries is different among
provinces even though the beneficiaries represent the same economic
stratum of society in all provinces. In other words, a poor Acehnese
fanner is wealthy by Javanese standards, though he is poor by AC$hnese
standards. Even within the economic stratum of society which PDP tries
to serve, different substrata are served by different kinds of
subprojects because of the nature of the subproject and the level of
poverty of the beneficiaries: credit of $16 per loan from a subdistrict
credit unit (BKK) in Central Java goes naturally to the very poor since
wealthier people cannot use such small amounts of credit. Cattle
distribution projects on the other hand tend to benefit more prosperous
farmers. (The selection process for selecting PDP beneficiaries in
Central Java and Aceh is described on pages 14 and 17 in the discussion
on local participation.

The need in PDP now is to help the provinces design and test new
methodologies for selecting beneficiaries which will allow them to
identify and reach more accurately the target groups they have
designated. Subproject identification and design need to take into
account the kind of subprojects which will by their nature serve poorer
people as the BKK does.

In Central Java about 80% of the recipients of very short-tem,
small sum credit are women who are petty traders who use this credit to
increase the inventory of goods they sell. About 50% of the recipients
of family support credit (AKM) are women who also use this credit for
petty trading and in some cases livestock raising. Women make up about
30% of the recipients of assistance to small scale indust%Y in PDP in
Central Java: tile making, weaving, and food prepamtion (tahu and
kerupuk) •

. .....
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In Acehabout 30, of all PDP recipients each year are wanen.
Almost all small scale industry credit goes to women, and all the clients
of the Prosperous Family Program (PKK) and their 30 extension agents are
women. In some cases such as selected industries andPKK the inclusion
of these subprojects was a deliberate province policy decision to ensure
that women are included in the program and share in the opportunities
which PDP affords. In other cases such as BKK and AKM credit in Central
Java, women are beneficiaries by the nature of the program, not by policy
design.

2. T r a i n i n g

During the first phase PDP has provided training to over 1,500
local govemment officials in Central Java and Aceh and to approximately
6,000 rural people through grant and loan funding. Training programs
were developed to meet specific PDP needs in technical fields, such as
the training for 25 polyvalent extension workers in Central and East
Java, and in the field of administration and management, such as the
training in local level planning techniques for 250 participants in
Centml Java. As the AID/W evaluation points out, however, no systematic
assessment of the impact of this tmining programs has been conducted.
The evaluation team "deduce( d) that basic skills tnining for lowest
level employees such as extension workers, motivators, village level
credit staffs, and villagers themselves have had the greatest retum per
dollar." (p. 49) The report observes that the team heard criticisms of
training as being too general and too theoretical.

The problems confronting training in PDP are these:

a. the variety and magnitude of training needs 1

b. the need to generate a large number of trainers and evaluations
of training programs to guide future tniningl

c. the need for an institutional home for training in BANGDA and in
the BAPPEDAs. BANGDA has a unit which could become the nucleus of
a training support unit. The BAPPEDAs were never envisioned as
trainers and have no such unit. The need for routine, on-going
training is so great, however, that it is necessary to establish
and equip such a unit.

d. the need for a curriculum of core courses and training manuals
for all PDP personnel which prepare staff at all levels to perfoDl
their jobs. The core courses would cover such topics as five year
and annual program planning, project design, evaluation, project
management, project finance, and the like. Other routine courses
are necessary in preparing planning documents, financial reporting,
bUdgeting for operating expenses, and so on. Parts of this kind of
curriculum have been devised for the Runl Works Project (Padat
Karya) with the help of USAID consultants. This material and
experience will help guide the PDP work during phase III
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e. the need for BANGDA to develop a roster of training institutions
and an ability to determine tzaining needs and obtain appropriate
training. Developing this material and these skills is part of the
program for BANGDA' s further develpment under phase II, and

f. the need for training programs to reflect the Indonesian
environment. Practical experience has shown that training coumes
need to be tailored precisely to the jobs for which people a:re
being trained to a void the problem of too general training. The
courses must also be timed to match particular work requirements
through the year.

To respond to these problems this extension proposes one long-tem
training advisor in BANGDA. This advisor will develop basic training
program applicable to PDP provinces. The emphasis will be on
a dministrative and managerial training for local gO'vemment officials.

Phase II will also develop working links with the Local Goveznment
Training project implemented in the Tzaining and Education Unit (Badan
Diklat) of the Ministxy of Foreign Affairs. By the end of phase II Badan
Diklat's Regional Training Centers in Jogjakarta and Medan should be
ready to begin training local governments officials from Aceh and Central
Java in longer term courses in regional planning, regional economics, and
so on. Phase II will help to develop these links as part of the
development of training units in BANGDA and the BAPPEDAs at the province
level.

3. C red i t

The credit program of PDP was developed to assist rural people for
whom credit from regular banking institutions was inaccessible. This
inaccessibility was due largely to the physical distance of the potential
borrower from the institution and these potential borrowers to qualify
for credit from other GOI programs because of collateral reqllirements.
PDP supported the growth of general credit institutions which could make
credit available at the village level and supplied credit for technical
agencies' programs. During phase I Central Java concentrated primarily
on the fonner, developing an existing institution, the BlOC (Subdistrict
Credit Unit.) Aceh concentrated primarily on the latter in the absence
of a general credit institution. However, PDP credit proqrams need
additional improvements:

a. The credit system must be a pexmanent financial institution
which is financially stable without continuous 90vernment subsidy.
If the credit system is based on banking principles, the people can
rely on the continuous availability of credit in the futu:re. The
interest rate must be set to cover the a dministrative costa of the
credit institution, risk of bad debt, costs of funds, and
inflation. The location of credit transactions should be the
vill;age or below in order to eliminate the costs of transport and
time to the borrower. The administrative procedu:res for borrowing
should be simple and should rely on chamcter :reference for the



- 21 -

borrower rather than on collateral. Initial credits to any
borrower should be relatively small with increased credit in the
future based on the borrower's repayment record.

b. In-kind credit programs, other than those in animal husbandry,
should be discouraged. The staff of the gover.nment service agency
should be involved in credit systems as technical advisors to the
borrowers, not as loan officers. For those on-going in-kind credit
programs, administration should be handled through village or
organized farm groups. Livestock in-kind credit programs need to
be carefully monitored to maintain a reasonable repayment rate and
to ensure that non-credit services from the government service
agency (i.e., feed, health systems development, etc.) are properly
implemented.

c. There should be a movement away from preselected, single choice
credit programs which ass\Dlle that all the :rural poor have the same
needs and skills and that these needs and skills can be detemined
precisely by gover.nment programs.

d. The credit program should stress development of locally-oriented
and controlled financial institutions. Efforts should be made to
mobilize local savings to increase the institution's capital
resources.

e. Special attention should be given to the linkage of PDP
supported local credit institutions with the regular banking
system, particularly through the Regional Development Bank (BPD) in
each province. Provincial level banks should have at least a
minimum level of capitalization. Banks which are below this level
will be able to increase their capitalization through GOI funding
from PDP.

f. The credit program needs an improved reporting system so that
infozmation from the village level units can be sent to the
Regional Development Bank and BAPPEDA for management puzposes.

To meet these needs:

1. USAID will provide long-tem. support for the credit program.
This includes long and short-term technical assistance at the
national and provincial levels and training for Indonesian
govenunent employees assigned to the program.

!
2. BANGDA, the Ministxy of Finance, BAPPENAS, provincial and local
level agencies will continue to prepare and issue improved
guidelines for credit programs designed to strengthen :ruml credit
institutions after analyzing past experience in the PDP provinces.

4. Institutionalization of PDP

The word institutionalization as used here means the incozporating
of a system, an idea, approach, or a process into the routine workings
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of an organization or agency. For example, in Aceh the planning and
design process for sUbprojects has been adopted for all technical
agencies province-wide because it was evident that toose projects
designed through the PDP process were qualitatively better in design.
This incozpomtion of the project design process is a good example of the
way .PDP hopes to work within the govemment system. This extension
proposes further work on the systems of planning, monitoring, evaluation,
and replanning so that these systems can be improved and made useful and
adoptable by the other parts of the province BAPPEDA and the other
agencies of the govemment. The financial reporting system for PDP, as
another example, which is described in the Minister's Instructions to the
provinces is different fran that used by the technical agencies and the
rest of the province BAPPEDA. A need under this extension is to make
these systems compatible, since they must feed into one another, and make
them possibly useful beyond PDP.

At the same time that the GOI is interested in adopting tested,
useful systems as routine GOI systems, it is waxy of tuming PDP into a
routine institution, either as an INPRES program or as a pezmanent
administmtive entity. The GOI fears that creating a PDP institution
would cause PDP's own procedures to become rigid to a point where PDP's
ability to test and experiment would be seriously diminished. By viewing
PDP as an evolving concept and process rather than as a specialized
progmm, the GOl hopes to maintain PDP's ability to experiment.

Two other aspects of the institutionalizing process will be
addressed during the proposed extensionr

a. the need for a replication stmtegy to guide the setting up of
PDP in new kabupaten in current provinces and in new provinces. As
for new kabupaten, the current provinces are already working on
this problem. Centml Java is taking advantage of the first round
of tmining from the Regional Training Center in Jogjakarta to
tmin kabupaten BAPPEDA people in administration and management and
to become the nucleus of the new PDP program. Aceh sees the
progmm in Aceh Selatan being similar to that in Aceh Bazat because
of the similarities of climate, topography, and culture. The
province BAPPEDA intends to provide staff training for the new
kabupaten BAPPEDA by the province's own PDP staff and visits of
fanners from Aceh Selatan to successful PDP subprojects in West
Aceh.

Replicating PDP nation-wide is an enoxmous task and will occupy the
long-texm consultants to BANGDA during the course of this
extension. These consultants will help to prepare BANGDA s ff to
undertake opening PDP programs in new provinces. BANGDA st ff may
also be assigned to current province programs for soort-te
experience in PDP implementation. These staff would then
consultants of a sort to the new provinces in estblish!ng P
of the administrative syst8lU developed during the extensio
be the basis for the systems in the new provinces.
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b. The need for a transition strategy. During this extension
BANGDA, USAID, and the long-tem consultants will undertake
creating the contacts and procedures within BANGDA which will allow
BANGDA to continue finding and retaining Indonesian technicians and
experts who will gradually replace the expatriate technical
assistance proVided under this extension. A considerable number of
technical institutes and training Indonesian technicians as well as
consulting fims and universities are available for such work.

5. Development of BANGDA

The GOI raised BANGDA from a directorate to a directorate-genen.l
in its desire to focus attention on the importance of regional planning
as a means of setting the context for development programs. (At about the
same time and for the same reason the GOI decreed that henceforth
planning fo·r transmigration would be done in the context of the
development of the woole region n.ther than simply the pla.nning for the
transmigration site itself. > This change in BANGDA's status and the
maturation of the PDP program in eight provinces point to the need to set
out a development plan for BANGDA itself during this extension.

BANGDA has seven.l major responsibilities, according to the present
leadership:

a. to act as a bridge between centn.l govemment policy a.nd the
provinces. The usual functioning of this bridge occurs in Steering
and Technical Conunittees' approval of province plans and the
instructions and guidance issued each year by BANGDA to the
provinces. The guidance now in prepan.tion for IFY 82/83 contains
extensive guidance on credit policY1 these policies are deriwd
largely fran the BKK program in C8ntn.l Ja va, but reflect the
experiences of the provinces as a whole. This guidance fomalizes
that experience and gives all provinces the benefits of the
experience. There is need for guidance on other aspects of the
program, but BANGDA's staff is still too few to prepare all the
guidance that is needed.

b. to undertake the replication ,.f POP in the remaining provinces.
The GOI is ready to expand PDP to new provinces but does not yet
have the technical and managerial ablity to undertake the expansion.

c. monitoring and evaluationr BANGDA now accompanies the pro~ce

teams on their monitoring visits to the field. BANGDA's own
monitoring system is limited to receiving financial and other
reports fran the field. There i8 a need for BANGDA to define what
it does need for financial and progn.m management and to design a
system to obtain it. BANGDA's present evaluation system needs
further work as well. In the case of both monitoring and
evaluation the emphasis of BANGDA' 8 work will be detexmining the
perfo:r:mance of each province, evaluating certain activities as a
basis for issuing new guidance, evaluating the need for tecbnical
assistance (whether Indonesian or expatriate>, evaluating p%0p08ed
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technical assistance and completed technical assistance as a basis
for continued assistance, and evaluating proposed projects fro~

donors in tems of BANGDA's program needs. This monitoring and
evaluation system is not 'intended to duplicate the provinces'
system. The intention is to provide the technical data and
insights to detennine what BANGDA needs to do to support province
programs. This is part of the bridging function given in paragraph
(a) above.

d. training: BANGDA needs to be able to provide certain amounts of
training both for its own staff and for the staffs of new provinces
as the program expands to new provinces. It is expected that
BANGOA will develop this capability during this extension and will
also develop contacts with training institutions which can
supplement BANGDA' s own training program and curriculum whl:ch will
be developed with the help of a long-tem advisor.

e. transition: BANGDA needs to prepare itself for the period
following this extension when USAIO-funded expatriate assistance
will no longer be available. This preparation involves developing
a roster of sources of assistance and developing the a dministrative
skills in preparing scopes of work, budgeting, contracting with
individuals, finns, or institutes to obtain technical help. This
development relates to needed evaluation skills, such as BANGOA's
capability to evaluate needs for assistance, quality and
responsiveness of proposals, resumes, and the like.

III. Approach and content of Phase II

A. Introduction

This section presents a brief discussion of the overall strategy
being employed by the GOI and USAID in a joint effort to build the
capacity of local government to reach and serve the rural poor. Second,
this section outlines in some detail the specific outputs which are
expected to materialize by the end of the second phase of the PDP. It is
assumed that successful accomplislnent of all, or at least the majority
of, specific project outputs will assure that the project puzpose is
attained. Therefore, each specific output is discussed below in relation
to one or more of the three elements of the project puxpose. This
section is a narrative amplification of the basic content of the project
as reflected in the logframe presented in Annex 3. This section, in
addition to discussing the magnitude of project outputs, also presents
the timeframe in which the outputs are expected to materialize. As such
this section also serves as a partial summary of the implementation plan
as presented in Annex 5 and as further discussed in Section IV of this PP
amendment.
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B. Strategy

USAIO's assistance to the PDP should be seen within the broader
framework of the GOI's efforts to develop local governments at a crocial
stage in Indonesia's development. With the rapid development of the
country since the late 1960's, based on national goals of political
stability and economic growth, the govemment of Indonesia introduced a
succession of development policies that have led to an overall
improvement of conditions. That improvement is most notable in the
educational and cOllDllunication systems. Major weaknesses remain, and
improvements are needed especially in raising the incomes of the majority
of the rural people and in strengthening the capability of local
govemments to provide needed services to the rural canmunities.

PDP was conceptualized and initiated by the GOI to provide a
mechanism to reach the. roral poor and to build the capacity of local
govemments to do so. It was introduced at a time when national
development in Indonesia after a decade had reached the point where local
govemment could be reinforced. PDP provided the assistance and funding
to build the capacity for planning and implementing small rural
development subprojects while at the same time encouraging
experimentation and flexibility in project planning and implementation at
the local govemment level. Its initiation came at a crucialstag&
during the early development of the provincial planning boards.

By 1982 PDP has achieved some of its original goals. Through
training and technical assistance PDP has strengthened appreciably the
capacity of the provincial BAPPEDA, it has brought about the beginning of
decentralized planning, provided experience in small project
implementation, and has shown how development funding can be brought
down, albeit on a small scale, to benefit the rural poor directly •

In the next six year cycle PDP will further develop these
initiatives by continuing to improve the systems of local government
planning and subproject implementation. While during the first phase the
focus of PDP was on provincial institutions, during the second phase the
primary focus will be on strengthening the BAPPEDA and technical agencies
at the district and subdistrict levels. At the same time during the
second phase direct assistance will be provided to BANGDA to strengthen
its capacity and it role as a service agency providing support and
guidance to the provinces.

By the end of the second phase of PDP I we expect that Ca) local
government institutions in the PDP provinces will have a substantially
better capability to identify, plan, implement, monitor and evaluate
:cural development programs; Cb) the participation, the productive
capacity and the incomes of the target rural cOllDllunities will have
increased; and Cc) the service capacity of BANGDA to provide guidance and
support to decentralized regional development will have increased. Thus
by the end of the ten years of USAID support, it is expected that a
strong decentralized and effective model of local area planning an~

program implementation will have been established in the eight PDP I an~

II provinces and that the PDP model will have been extended to new
provinces.

•
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C. Project outputs

. 1.Institutional strengthening of provincial and district
institutions

There are seven major outputs which are expected to achieve the
purpose of increasing the capacity of local government agencies (BAPPEDAs
and technical agencies) in participating provinces (Purpose B of the
logframe) to undertake five-year and annual planing and to plan,
implement, monitor, evaluate, and replan rural development activities
which increase the productive capacity and income of the rural poor. Six
of these seven outputs are parallel to outputs to be achieved in the
institutional strengthening of BANGDA. The work of achieving both sets
of outputs will be undertaken in tandem with assistance from consultants
at both levels. The work of the consultants will be coordinated through
regular USAID guidance to the consultants. The work of the provinces in
achieving these outputs will be coordinated by BANGDA through its annual
guidance and through the information system to be designed and
implemented. The seven expected outputs and the process of their
implementation are as follows:

a. improved planning system (output 81): This system will include
the Annual Formulation of Programs and Projects (AFPP) which is
being considered by BANGDA as a model for all provinces. The
various stages of the AFPP process, the interaction between
provincial and district levels of government, and the opportunity
for local participation in the planning process are illustrated in
the implementation matrix (Annex 5). This output includes the
plans, both five-yea r and annual, which the provinces and district
are expected to produce, though on a phased basis according to the
capability of each province. With the completion of the first and
second rounds of training for district BAPPEllt\s in Central Java by
late CY 83, the seven PDP districts are expected to produce their
first annual plans based on BANGDA's guidance on the AFPP process
during the first cycle. AFPP planning and training will begin in
Aceh at the province level during CY 83 though on a more modest
scale than in Central Java. The district BAPPEDA will be
established in the new PDP district in Aceh during CY 83 and its
staff trained, both on site and in the Medan RTC, provided that the
RTC can begin this training by late CY 83. Only Aceh Beyr is
expecte d to produce its own plan during CY 84 with Aceh Bara t and
Aceh Selatan making their first attempt in CY 85 due to the slower
development of the BAPPEDAs there. A major indicator of
achievement of this output will be that subprojects are identified
based on the annual plan and that their design has improved.

b. improved information systems (output B2): Both the province
. level agencies and BANGDA will produce these systems based on a
similar information analysis. District level agencies will be
phased into the system in accordance with the provinces' ability to
include them, by CY 83 in Central Java and by CY 85 at the latest
in Aceh.
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c. strengthened district institutions (output B3): In Central Java
district BAPPEDA have been established in all PDP districts. Their
staffs need to be increased and to receive more training. The
staff increases will follow from a manpower development plan to be
drawn up for each district BAPPEDA with the assistance of PDP and
LGT advisors. Similarly, the training will continue to be pl'OV1ded
by the RTC in Yogyakarta and from training funds included in this
amendment. Training will continue throughout the six years of this
extension.

In Aceh the district BAPPEDAs in Aceh Barat and Aceh Besar were
established on April 1, 1982. These two districts have already PDP
coordinating committees based in the office of the district head
(bupati) which will become the core of the new BAPPEDA. The
planning staffs need to be confinned in their positions in these
two districts, and a BAPPEDA needs to be fonned in AcehSelatan.
In all three districts training will be provided.

d. changed institutional relationships (output B4): These outputs
are the following: (i) an operational link between the province
BAPPEDA and its RTC to ensure the training needed for improwd
planning and infoxmation systems and strengthened district
institutions. This output parallels the new relationship between
BANGDA and Badan Diklat (output B3). This link will be established
during the BANGDA consultants I first six months. LGT consultants
are already in place. (ii) adoption of PDP processes for planning,
monitoring, and evaluation of other rural development programs by
the provincial BAPPEDA. At present these functions are pe%fonned
only for the PDP program by the PDP office within BAPPEDA.

e. increased staff and staff capability (output BS): This output
will be achieved through the design and implementation of a
manpower development plan and the provision of appropriate tmining.

f. improved credit progmm (output B6): The achievement of this
output parallels that in BANGDA (output CS) through the
implementation of the policies set out in BANGDA I s guidance to the
provinces on credit. Implementation will be followed by the BANGDA
credit advisor and his BANGDA countexpart who is already at work
with the present PDP credit advisor. These individuals will be
assisted by field advisors.

g. improved beneficia:ry selection (output B7): This output will be
a component of the improved planning and evaluation system.

2. Institutional strengthening of BANGDA

There are four outputs which are intended to achieve the project's
puzpose of increasing the central govemment's capacity (Puzpose C in the
logframe), in particular, BANGDA's capacity to support local govemment
agencies in the participating provinces to undertake five-year and annual
planning and to plan, implement, monitor, and evaluate ruml developaent
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activities which increase the productive capacity and incomes of the
rural poor. Specifically, those outputs a re as follows:

a. improved infounation system (output Cl): This output includes an
improved planning, monitoring and reporting system and an
evaluation system which feeds back infoDnation to the planners,
implementors and policy makers. Designing these systems at the
center, provincial and district levels requires an analysis of the
infonnation required by each level of govemment, eXisting
mechanisms and manpower for gathering the infonnation, the time
frame which is required, and how it can reasonably be gathered.
The watchword, of course, is collecting no more than necessaJ:y,
using what is collected, and decentralizing the collection, use,
and storage of this infomation.

This .i.nfozmation analysis is starting with the short-tezm
consultancy working with BANGDA in April 1982, and its continuation
will be the first task of the technical assistance assigned to
BANGDA and the provinces beginning just after the arrival of the
long-term advisors. This analysis is the basis for the design of
the planning, monitoring and evaluation systems in CY 83. The
monitoring system will also include an analysis of the provinces'
perfozmance to date (quality of implementation, subproject design,
impact on beneficiaries, and absorptive capacity) which will allow
BANGDA to dete%mine the most appropriate allocation of funding for
the next planning cycle.

It is expected that once the evaluation system is designed it will
be used by all levels each year on completed subprojects. The
results will be fed to the next higher govemment level and into
the next planning cycle for the same level of govemment perfoming
the evaluations. These feedback and reporting mechanisms are
expected to become routine and annual and are not shown in later
years on the implementation plan.

b. improved interdepartmental cooperation (output C2): It is
expected that BANGDA and Badan Diklat will establish on-going
working relations during this extension. The indicators of this
output are the flow of trainees from provincial and district
BAPPEDAs to the Regional Training Centers, a flow of ideas for
training needs from the BAPPEDAs and BANGDA, and the RTCs'
designing courses to meet those needs. This flow of trainees has
already begun in Central Ja va under LGT and is expected to begin in
Aceh once the Northern Sumatra RTC in Medan becanes operational in
CY 83. The process of establishing a flow of training ideas and
courses is part of the scope of work of the advisors in both PDP
and LGT.

c. increased staff and staff capability (output C3): The advisom
for PDP and LGT are expected to work with the pmvincial and
district BAPPEDAs in Central Ja va to prepare a manpower development
plan with those BAPPEDAs and an analysis of training needs, an
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activity now under way and scheduled for completion by early CY
83. When advisors assigned to the Medan RTC begin work in CY 83,
they and the Aceh BAPPEDA will prepare a similar plan for Aceh.
This plan will show both needs for additional staff and for staff
t:z:aining. This plan is being developed concurrently with an
assessment of needs and a st:z:ategy for a comprehensi ve monitoring
and infonnation system. The manpower development plan will be
implemented during the first years of the extension using PDP
t:z:aining funds.

d. improved credit program (output C4): Long-tenn support to the
credit component of PDP will include a full-time credit consultant
in BANGDA. This advisor will assist in the development of credit
systems and training programs for both monetary and in-kind credit
projects. In response to lessons leaxned in past PDP credit
activities throughout Indonesia and building on the credit
improvement guidelines recently developed by the GOI and USAID
(covered on page 30 of this paper), ultimately each province will
develop a well-managed credit system. This credit system will be
able to make loans at the village level for many different kinds of
productive activities. This credit system will be a financially
viable and continuously operating credit institution.

3. Annual programs and subprojects implementation

This amendment provides partial funding through the fixed amount
reimbursement system (FAR) for the cost of completed and approved
subprojects for a period of four years beginning in IFY 83/84 in the
provinces of Aceh and Central Ja va.

The following is a brief summary of the major thrusts and content
of the annual programs in Aceh and Central Java:

(i.) Aceh:

The province's plans for future PDP activities are grouped under
the three major thrusts of the program:

a. improved agricultural planning and evaluation: The provincial
BAPPEDA will create an Office of Research in addition to the
present offices and will mova the responsibility for agricultural
planning from the Office of Physical Devalopment and Infrast%'Ucture
to the Office of Economic Planning. Responsibility for project
design, implementation, and evaluation will be decentralized to the
district and subdistrict levels. The subdistrict heads will become
responsible for impact assessment of individual subprojects
beginning in the first year of the next phase. Quarterly reporting
supervised by the provincial BAPPEDA will become the reSPOnsibility
of the new district BAPPEDA.

b. improved agricultural support services and increased production
and marketing: credit for agricultural production will receive
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continued support through strengthening loan administration by
streamlining application procedures and decentralizing
loan-granting authority to subdistrict officers and building a
self-sustaining credit system through adequate interest charges and
diversification of the loan portfolio. The development of 841.4
production and certification facilities, extension and
demonstration of new planting, harvesting, drying, storage and
marketing methods will continue. Secondary crops will receive
greater emphasis because of the potential for these crops. Field
drainage and planting densities are the primary technical problems
to be overcome. The livestock program will emphasize better animal
care practices, use of improved grasses, legumes, and better range
management. Early problems with chick and duckling distribution
have been overcome, and groups of vaccinators have been trained in
target areas. The continued distribution and be'tter care of fowl
should result in sUbstantial increases in livestock holding and
income among fann families.

c. improving production and marketing techniques for rural
industry. Earlier work which demonstmted the value of cooperaUve
purchasing of raw materials. Skills training will be continued.
The next phase will undertake comparative studies of profitability
to detemine the most productive crafts and industries for
attention from extension workers and training programs. This phase
will also concentrate on further training and o%'9anizing producers'
cooperati ves.

For a more elaborated presentation of the Aceh prog%8.lll and its
planned expansion to a new district, see Annex 7.

(ii.) Central Ja va

The Central Java program has two areas of focus:

a. a continuation of the regional planning approach in which
greater responsibility for subproject identification will be given to the
heads of the subdistricts (camat) under the coordination of the district
BAPPEDA. The substance of these subprojects is expected to fall within
the sectors noxmally supported by PDP, the substance cannot be defined
precisely in advance because it is a function of ideas generated through
the bottom up planning process.

b. a continuation of selected sectoral activities planned and
implemented by district sectoral agencies under the guidance of the
provincial sectoral agencies. There are three major emphases of these
activities:

- continued development of sloping land, rainfed agriculture, in
particular, introducing appropriate intereropping systems on D1Arginal
land; the polyvalent approach to extension, reforestation and erosion
control; and irrigation, especially developing efficient uses of water in
dry areas;



- 31 -

- continued development of the livestock sector, in particular
refining the revel ving (gaduhan) system for livestock distribution so
that offspring of subproject animals are cycled to new recipients and the
system becomes self-sustaining and of maximum benefit to rural people;

- continued development of small scale industry with a shift in
emphasis fran training alone to a combination of training and credit so
that trainee-entrepreneurs have access to capital and can quickly
establish themselves in the private sector with the skills in which they
have been trained.

/
D. Training and planning for new provinces

I
I

Initial planning in the "next three provinces to be included in-PDP
will follow the model at the beginning of PDP II. Ari advisor will work
with the provincial BAPPEDA in preparing a province profile, district
profile, and conceptual framework, annual plan and proposed subprojects
for the initial phase of PDP in these provinces. Part of the scope of
work of these advisors will be to detemine with the BAPPEDAs their
immediate training needs for the initial phase of PDP. This training
will be provided under funding contained in this amendment.

IV. Implementation plan

Implementation of the second phase of PDP I is envisioned in a six
year time-frame. Implementation of the teclmical assistance and training
components both in support to BANGDA and the two provinces will start
immediately after approval of the extension and authorization of funds.
USAID partial funding of subprojects in the provinces will start in IFY
83/84 and extend for a period of four years. During IFY 82/83 the GOI
will continue to provide funding for subprojects both in Central Ja va and
Aceh, thus allowing the provinces to continue the PDP program full-scale.
GOI funds and USAID's teclmica1 assistance and training will provide a
finn basis for the improvement and systematization of the PDP process.
Central Ja va and Aceh will be able to continue implementing subprojects
in the existing districts and, drawing on lessons learned, will be able
to initiate planning and replicate the PDP process in new districts.
Meanwhile, BANGDA and its advisors will develop an improved planning,
management, monitoring and evaluation system for the PDP program and thus
establish a stronger foundation for the expansion of the program to new
provinces.
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Loan/grant implementation plan:

PDP I amendment authorized by mission - June 30, 1982
Project agreement amendment negotiated and signed - July 31,
1982
AID direct contracts or host-country contracts for technical
assistance for BANGDA and PDP provinces by September 15, 1982
(if USAID direct contract) or by January 1,1983 (if host-country
contract) (
Project Assistance COmpletion Date (PACD) - April 12, 1988

AID direct contracts or host-country contracts for technical
advisory services to BANGDA and PDP I provinces will be negotiated,
executed and administered between USAID and BANGDA. These contracts will
be grant and loan financed to cover all foreign exchange and local
currency costs for the provision of consultant services, transport,
housing and utili ties, on a reimbursable basis. The GOI will provide
office space, local transport and in-country per diem. Disbursement of
grant and loans funds to meet the terms of the contracts will be done
directly by AID following the appropriate financial mechanisms.
Disbursement of loan funds for training activities will also be done
directly by AID by using regular PIO/P signed by GOI and drawing on a
Disbursement Request Authorization (DRA.) Disbursement of AID's
contribution with loan funds to subproject financing will follow the
modified FAR system as outlined in Implementation Letter No.5 (See
Annex 3).

v. Project inputs and financial plan

Technical assistance, as a vehicle for direct transfer of skills
and technology, constitutes the major input from AID in support to the
second phase of PDP I. 204 person-months of advisory services with a
possible extension (98 person-months) will be provided to the provinces
of Central Java and to BANGDA to assist with planning, implementation and
evaluation of the program; in addition, limited technical assistance
will be provided to three new provinces to assist with the design of
their program. The technical assistance provided will be distributed as
follows:

a. four long-term advisors for two years (96 person-months), with a
possible extension (48 person-months), to assist the provinces of
Central Java and Aceh; short-term technical assistance
(16 person-months) by Indonesian and expatriate advisors in
specialized fields to assist both provinces.

b. 20 person-months of short-term technical assistance by
Indonesian and expatriate advisors and three long-term a dvisors for
two years (72 person-months), with a possible extension (36
person-months), to work with BANGDA. One advisor will assist with
the designing and implementation of an improved comprehensive
planning, management, monitoring and evaluation system for use
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within BANGDA and each of the participating provinces. One
advisor, will provide assistance to BANGDA for credit programs.
One advisor will provide assistance with training programs and
mobilization of Indonesian resources.

c. Approximately 11 person-months of possible technical a••ietance
for plaJfuing and design of the PDP programs in three new provinces.

(
Txaining: will continue to be an important component of the PDP. In-

countzy and selected US and third-countzy training will be provided to
participants frOm-~DP I provinces and BANGOA in order to improve their
skills in project planning, implementation, monitoring and evaluation,
and in various technical fields. Most of the training activities,
especially at the local level, will be included as canponents of PDP
subprojects and annual programs planned by the pro~nces and funded
through the regular GOI bUdget cycle. In addition AID will contribute
$300,000 in loan funds to support selected training progmms for BANGDA
and the provinces. Disbumement of these funds will be done directly by
USAID in response to specific requests for training by the provinces and
BANDGA. Thus, there will be the flexibility to respond quickly to
txaining needs, following the appzoach adopted during the fint phase of
the progxam using grant funds.

Under phase II the following resoun:es will be uSed:

a. tmining programs provided through the Regional Training Centem
I

(RTCs) and Badan Diklat. There is a need for greater coordination
between the LGT and PDP programs. Both a re being implemented by
the Ministzy of Home Affairs and aim at upgrading the planning,
management and evaluation skills of local gove.mment officials. In
addition both programs are implemented with USAID assistance. The
potential for mutual cooperation is great.

b. txaining programs developed under the PDP by the provinces and
in cooperation with various universities and training institutions,
such as the Yayasan Sejahtera Indonesia and Yayasan Tani Membangun.

c. Training programs provided by USAID, such as the Project Design
and Evaluation (POE) and the Applied Survey Method (ASH) courses.
The fonner has been taught quite extensively in PDP, the latter may
be taught more widely if the provinces find it useful.

The planning, implementation, monitoring and evaluation of improwd
annual progxams and subprojects, designed to reach directly and increase
the incomes of the rural poor will constitute the heart of the PDP
program during the second phase, even though AID direct subproject
funding contribution will be limited. The GOI is expected to provide an
inc:reasing contribution from its national and provincial budgets.

The following tables present a summazy of the total estimated
budget of the second phase of PDP I broken down by major components. The
total proposed cost of the extension is approximately $24.8 million. It
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is recommended that AID contribute $8.8 million, i.e. 35.5\ of these
costs. Authorization for AID's total contribution is requested in P"i 82:
$6.5 million in loan funds and $2.3 million in grant funds. Obligations
will be distributed over a two-year period as follows (in thousand
dollars) :

FY 82: $1.350 grant
$3.650 loan

FY 83: $ 950 grant
$2.850 •• loan

The contribution of the GOI during the second phase of PDP I will
increase greatly. It is expected that the GOI will contribute more than
50\ of total subproject costs from 1983 to 1987 and 100\ from then on.
There is clear evidence that the GOI is.prepared to make available
additional funding to support and expand PDP subprojects which have
proven to be successful. The allocation of ~ million from the Ministry
of Finance to expand the BKK credit program and the allocation of 8S
million to expand to all kecamatan in Central Java of the PDP initiated
integrated kecamatan programs are two examples. The funda allocated to
expand these two activitie. alone are already more than the total PDP I
funds contributed by AID dUring the first phase.
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Table 1: Illustrative Budget for PDP I: Phase I and Phase II
Un thousand of dollars)

A LD GO I Tot a 1
grant loan Central Govt. Local Govt.

Technical Assistance 2,200 750 750 3,700
Phase I Training 450 150 250 850
(actual) Commodities 150 600 500 1,250

SUbproject financing 6,000 3,000 t 9,000

Total 2,806 6~000 4,500 1,500 14,800

Technical Assistance:
Phase II - required 2,250 117 750 750 3,867
(proposed) - possible extension - 1,336 - - 1,336

Training - 300 150 150 600
Commodities 50 150 500 500,· 1,200.
Subproject financing - 4,597 6,600 6,600 17,797

Total 2,300 6,500 8,000 8,000 24,800
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Table 2: ILLUSTRATIVE BUOOET: AID CONTRIBUTION
(in thousand of dollars)

1.BANGDA
Technical Assistance

Long-term
3 consultants for 24 months(72 pm)

cost-$11,600/pm
possible 36 person-months extension*

cost-ill ,600

Short-term
20 person months (includes 6 person months
for external evaluations)
cost.~al ,600/pm

possible 14 person-months extension.

Training (BANGDA and GOI officials at the center)
Four years @ S50,000/yr

Selected commodities

PDP III Design, Planning, Project Development.
(Technical Assistance and Training)(approx.17 p.m.)

Subtotal

2. Central Java and Aceh
Technical Assistance

Long-term
4 consultants for 24 months-96pm

cost-$11,600/pm
possible 48 person-months extension.

cost-ill ,600/pm
Short-term

16 person-months total-16 p.m.
cost-ill ,600/pm

Training

Subproject financing

Sub-total

Grand total

835

418

232
162

200

200

200

2,247

1,114

556

186

100

4,597

6,553

$8,800

• If these funds are not required for technical assistance they will
be used for training and subproject financing as mutually agreed by GOI
and USAID.
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VIo Project orqanization and management

Phase II of PDP I will continue to be under the overall quic1ance
and direction of the national GOI Steering and Technical Committees. The
Steering Committee will be composed of the following people:

-Director General for Regional Development (BANGDA), (Ministzy of
Home Affairs), chainnan

-Deputy chaiman of BAPPENAS for Regional and Area Development,
vice chai man

-Director General of Intemal Resources (Ministzy of Finance),
member

-Director General of Cipta Kazya, (Ministzy of Public Works), member

•
-Director General for Rural Community Dewlopaent (BANGDES)
(Ministzy of Home Affain), member

-Director General for Education and Traininq (Badan Diklat)
(Ministzy of Home Affain), member

"
-Director for Provincial Dewlopment (Directorate GeneDll for
Regional Development), sec retazy0

The role of the Steering Committee is to fonnulate polioy and proVide
guidance to the PDP program as a whole. This caDlllittee meets at least
once a year.

The Technical Committee will be composed of the foll~nq members.

-Director for Provincial Dewlopment (Directorate General for
Regional Development), chaixman

-Head of the socio-economic unit, BAPPENAS, vice chaiman

-Director of City and Regional Planning (Directorate General of
Ci.pta Karya), member

-Director of the Regional Development Bank (Directorate Genen,l for
General Administration and Regional Autonomy, Ministzy of Home
Affairs), member

-Director for Gui&lnce of Regional Dewlopment (Directorate General
of Regional Development, Minist%y of Home Affain), lIltBIIber

-Director of Budget Administration (Ministzy of Finance), member

-Director of Guidance of National Resources (Ministzy of l"inanoe),
member

-Sub-director for the Provincial Development Proqram. (Directorate
for Provincial Development), secretazy.
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The Technical Committee is charqed with the regular pmg%Ul
operations such as budget allocations, the review of annual provincial
plans, and specific technical concerns. The major change in the
composition of the Technical ColTl'llittee is the expected addition of the
Director for the Pmvincial Development Bank to pmvide systematic
institutional support and guidance to the PDP credit programs.

AlDIs countexpart at the national level is the Directorate-General
for Regional Development, Ministry of Home Affairs, and within this
directorate-general the Directorate for Pmvincial Development is the
operating level manager for the whole PDP. This Directorate is
responsible for preparing technical guidelines, monitoring pmgress, and
perfonning all administmti ve functions for the implementation of the
program. The PDP unit within the Directorate for Pmvincial Dewlopment
has a staff of five full-time professionals. Although this is sufficient
to administer foreign donor assistance to local govemments in the
provinces, including the eight provinces participating in the PDP with
AID support, the West Geman assisted pmgmm in West Sumatm, and World
Bank assisted program in Yogyakarta, expansion to new pmvinces will
require the addition of three or four pmfessiona18 for which recruitment
is currently under way. Also it is expected that other units within
BANGDA will take a greater role in supporting the PDP as this pmgzam
expands and becomes more institutionalized. For example, the unit in
cha%'}e of cooperation with foreign donon within the Secretariat of
BANGDA is expected to handle most altninistrative mattera related to
procurement of foreign consultants and overseas training progDUDS' and
the unit in cha%'}e of evaluation within the Directorate for Programs is
expected to take part in PDP evaluation activities. Thus, it is clear
that PDP will benefit from the expansion and increased professional staff
of BANGDA.

In the provinces, the provincial BAPPEDA will continue to be the primary
countexpart in cha%'}e of coordinating all PDP planning and implementation
activities. The BAPPEDA will continue to be responsible for monitoring
progress and evaluating the impact of the PDP on the zural communities
and concerned local govemment units. During the second phase of PDP I,
the role of the BAPPEDA of the participating districts will be greatly
increased; these district BAPPEDAs will be responsible for the
coordination of all PDP activities, implemented by the technical agencies
and by the participating subdistricts.

Within USAID, management of the PDP pmgmm is the reSPonsibility
of a team of six professionals: three US direct hire project officera and
three Indonesians as program specialists. In addition, direct support to
PDP is provided by one US direct hire agriculturalist and one Indonesian
agricultural specialist. The present staffing is adequate to pmvide the
needed support to the second phase of PDP I.
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UNITED STATES OF AMERICA
AGENCY FOR INTERNATIONAL DEVELOPMENT

AMERICAN EMBASSY
JAKARTA. INDONESIA

ANNEX 4

Date: December 18, 1981

Departemen Luar Negeri
Jalan Pejambon No. 6
Jakarta .

Subject: Provincial Area Development Program I
AID Loan No. 497-T-047
Project Implementation Letter No.5

Gentlemen:

This letter supersedes Implementation Letter No.4, dated December 12,
1978, and records procedures for the review and monitoring of annual
provincial programs and component subprojects and for the approval of
disbursements of local currency under the Provincial Area Developaent
Program (PDP) I Loan, pursuant to Article S, Section S.2, S.3 and Article
8 of the Loan Aareeaent. Nothina in this letter or ita attachmenta
alters the scope of the Loan Alreement or terma of the apecific aactlon
referred to or explained in this communication. Thia letter may be,
supplemented or modified ~ further implementation letters, which will
refine guidelinea and procedures for an improved planning, budgeting,
mo~~toring and evaluation system for the PDP program as a ,whole and/or
component subprojects~ as jointly developed by-the GOI and AID.

Basic Considerations:

There are certain basic considerations which guide the procedures adopted
in the Provincial Area Development Program for providing AID partial
local currency financing of annual programs' and component subprojects and
activities. These considerations are as follows:

1. In reviewing annual provincial programs and subprojects for
reimburse~ent, AID and the GOl vill consider the overall goals of the
PDP progra3, which as an institution-building experimental program
seeks to: (i) identify subprojects and activities which can
successfully reach rural poor families and assist them in improving
their ability to earn a better income; (ii) build up the capacity of
local gove.nQent technical and planning agencies to plan. implement~

monitor and evaluate such activities; and (iii) develop a planning
system and local institutio~ through which the aspirations of the
local people for the development in their own area can be
successfully combined with the technical capacity of GOI agencies in
the planning and implementation of local development activities.

Thus, in the review and monitoring process AID and GOI will consider the
institution-building components of PDP and the extent of the learning
taking place in the implementation of each annual program and specific
sub?rojects, in addition to the physical state and operation of
subprojects at the time they are reviewed.
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2. AID and COl will ~ork together in developing, establishing, and
improving a systeo of monitoring and reporting which would provide
the information needed at different levels in the provinces for
project canageoent and at the Central level for program guidance and
policy-making as vell as for reimbursement purposes. Such a system
should not unduly burden local governments, but should foster the aim
of PDP of encouraging effective decentralization of development
planning and'implementati~nin Indonesia.

Thus, AID vill use this monitoring and reportins system. supplemented by
periodie monitoring visits to the provinces and subproject sites, to
obtain'the information required for AID's internal n••de and
reimbursement purposes.

Review and Monitoring Procedures:

The guidelines for the administration. planD1ng and implementation of
annual provincial programs are contained in the instruction issued for
each IFY from Banada in the Ministry of Home Affairs. The following is a
brief summary of the cajor steps in the process o~ review and monitoring
of provi neial annual programs. and component subprojects:

1. Based on the Ins truction from Bangda, the provindal BAPPEDAs
coordinate the process of "planning from below· and ultimately
assemble each ailnual program and component subproject proposals
(DUPs), including an operational description of each project as an
annex to the DUP.-

2. Each annual provi=cial program is then submitted, reviewed, and
approved by the GOl central techD1cal committee and USAID. A joint
statement is then prepared and signed by the participants in the
review with 'concrete directives on needed changes and improvements.

3. The provinces after incorporating the necessary changes, prepare the
subproject funding documents (DIPs).

4. The implementing agencies at the provincial or district or
subdistrict levels implement subprojects and submit regular
implementation reports to the office of the Governor, including
BAPPEDA, followi~~ normal reporting procedures as outlined in the
Instruction from Bangda.

5. BAPPEDA has the overall responsibility for program and subproject
monitoring and evaluation and for reporting to Bangda follow1na the
procedures ou~lined in the Instruction fr02 Bangda.

6. BAPPEDA and participants from the center, both COl and USAID. conduct
joint oonitoring reviews of annual programs and field visits of
cODpleted subprojects and prepare jointly signed statements on
progress to date) subprojects completed, lessons learned, problems
encountered and actions to be taken. These statements provide tbe
basis for USAID certification for subprojects ready for reimbursement.
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. AID expects to participate in meetings of the Steering and Technical
Committee to review the proposed annual programs and budget requests from
the provincial govern:e~ts. AID's review of these programs and
subprojects will signify only that AID believes that.individua1
subproject proposals and the program which they comprise are consistent
with the goals of the PDP program as set Qut in the Project Paper and are
also consistent with the subproject selection criteria listed in Annex I
of the Loan Agreement. The GOI will provide AID with copies of all
annual programs including the operational description of each project.
joint statements prepared by the reviewins committee and signed by all
partie~'inc1udingAID, approved DIPs aud subsequent DIP amendment. for
each participatina province. These documents will become part of AID's
files and will be used by AID for subs.quent aonitoring of programs and
subprojects.

Regular monitorins of subproject implementation is the primary
responsibility of each provincial IAPPEDA. AID. through the provision of
appropriate technical assistance and training. intends. to assist .ach
provincial BAPPEDA in developing and establishing an efficient monitoring
system. AID will participate .with the GOI in joint monitoring review. of
annual programs and field vi.its of completed subprojects. AID will
receive copies of the report. from the monitoring activities.nd other
progress reports subcitted by the provinces to Bangda in the Mlniatry of
Home Affairs. .

Budgeting and financial reimbursement system and procedures:

The administration of expenditures and reimbursement from PDP loan funds
will follow the procedures contained in the decree of the .anister of
Finance of the Republic of Indonesia No. 39S/~~-012/1979 and pertinent
AID regulations. AID is required by US law to account for the proper use:
of these funds; thus, they are subject to audit by AID.

As described on page 4 of Annex I of the Loan Agreement,' "Financia1
mechanisms to be applied for the AID local currency contributions for
subproject implementation may include Fixed Amount Reimbursement (FAR).
including the possibility of utilizing FAR with advances, and direct .
disbursement of local currency. The most appropriate mechanisms for each
activity, as well as the amount of AID and Borrower contribution, will be
decided at the joint review of provincial plans and agreed to in
writing". The following records in writing what bas been jointly agreed
as the most appropriate Fixed Amount Reimbursement (FAR) procedure under
the PDP program:

1. The Gover~ent of Indonesia prefinances the local currency costs of
annual provincial programs and component subprojects. Local
government implementing agencies tben implement tbe subprojects
according to their egreed-opon plans and specifications, as found in
the DIPs and the operational descriptions of subprojects.

2. Reimburse~ent of up to two thirds of tbe total planned costs of eacb
annual provincial program will be made by AID as follows:
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a. Reioburseoent of fifty percent (50y') of the amount potentially
reimbursable by AID for each annual provincial program as agreed
to duri~ the joint annual provincial program. will be nade by
AID only after receiving and approving requests for reinbursement
from the Ministry of Finance. These requests from the Ministry
of Fi r.a~e \1111 be based on certification by Bangda" la the
~Unistry of Home Affairs that fifty percent (50%) ot the specific
provincial anaual program has been satisfactorily completed in
the provinces listed in the certification. This cerc1fication
from the MInistry of Home Affairs will be substantiated in turn

"by the evidence provided b1 the provinces in quarterly reports
and other docw::ents.

b. Reimbursement of the remaining amount potentially reimbursable by
AID for each provincial annual program or specific subprojects
will be ~ade by AID after receivins and approving requests for
reimbursement from th... M1nistry of Finance and verification that
all reimbursement criteria ~ve been met. If there are
subprojects 1r.eluded in any of the four annual programs which are
deeoed u~reinburaable. adjustments will be made to this remaining
amount of fu~s to be reimbursed for the fourth year
subprojects. A joint'COI/AID determination will then be made on
the appropria:e use of any remain1na loan funds. !:w uDellsbursad
loan fu~s at the time of the TDO will be deobligated.

...

Reimbursement requests from the. Ministry of Finance will be based
on a cert:ific-ation from Bangda in the "Ministry of Home Affairs
that all or a specific number of subprojects have been
satisfactorily co~pleted. This certification is substantiated in
turn b7 t:he monitoring reports submitted by each prOVince, based
on iople:Jentation revie\07s of annual programs and field visits to
su~project and signed by all members of the monitoring teams
which no=oally include provincial and central GOI officials~nd

AID representatives. AID also expects to receive copies of
coopletion reports. i.e. Form XII. but these will not be a
prerequisite for processing reimbursements, as long as a jointly
signed '~on1tori~ report that lays out over all performanee of
the subproject ~s available.

.
".

3. The following criteria will be used to determine the eligibility of
each subproject for reiabursement:

a. The ir::plementation of each subproject should conform with the
annual provincial program, the original DIP and operational
description, acd any subsequent amendments approved ~ both GOl
and AID.

b. The subproject as a whole and/or specific component has been
co~pleted according its DIP and operational description, and aa
agreed by the joint GOI/USAID monitoring team, which will keep in
due acco~nt the experimental and institution-building nature of "
the PDP progra::l.
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c. The benefits of the subproject .have reached the intendec
beneficiaries.

d. Subprojects with one or more years of implementation ex?erience
should reflect measurable improve~ent in the quality of their
selection. design and implementation as recommended cy joint
GOI/AID monitoring teams.

.
4. Criteria for re~bursement of credit subprojects in additio~ to those

listed earlier for the DOn-credit subprojects, will include the
fol,lowing:

a. Each credit system and credit agency (BKK, LPK, Dinas, etc.)
should have an administrative system which can and doe.
distribute credit, collect repayment, and recirculate collected
funds as those funds are repaid." . The administrative system
should be capable of and .hould iu fact register the.e
transactioU8 '0 that all funds are accounted for at all time••

b. Each credit .ystem should include a Iystem of .routfne inspections
of the fina~cial activities of each alency~

c. A credit subproject will be considered eligible for rei~bursement

when any given year' B fundi na is in the hands of the local credi t
agency (BKR, LFK, Dinas, etc.) and there is evidence the system
is functioning properly, and the money i. circulating as planned
in the DIP and supporting doc~~ents. Specific criteria will be
developed aod-agreed to in writing by a joint GOI/AID teaa for
each PDP province, and these criteria will be the basis for the
evaluation of PDP credit programs in subsequent years.

5. A project impleoented according to these criter~a will be considered •
eligible for re~bursement. •

In the event that a subproject fails to eeet the above criteria, the'
joint GOI/AID team ~y reco~end such corrective action as may be
necessary so that the subproject can meet these criteria. The subproject
~ill then be eligible for reimbursement vhen this corrective action has
been taken and the subproject meets all the above criteria to the
satisfaction of both the GOI and AID.

Any differences of opinion within the conitoring team on whether aqy
given subproject has been implemented according to plan or vhether 4 any
other criterion has or has not been met vill be settled by both the GOl
and AID to the mutual satisfaction of both.

In all cases the ~onitoring and reimbursement process will take into
account:

a. The PDP objective of promoting institutional growth. that is,
that the institutions involved have learned from the co~pleted

subprojects and have taken measures to incorporate this learning
into future ~ork; and.
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b. the experime~tal nature of the PDP program, i.e., the monitoring
and rei~burseceQ: process will have flexibility built in in order
to provide max!m~ benefit and learning opportunities to the
participat!na local goveruments and poor rural communities
through quality planning and implementatou of rural development
activities.

Sincerely your.,

~~
Actina Director

Distribution:

15 - DEPLU
5 - BAPPENAS
5 - Ministry of E:lme Affairs
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ANNEX 6
THE CENTRAL JAVA PDP

Introduction

This annex provides a comprehensive summary of PDP in the Province of
Central Java as well as a set of projections for the expansion of that
experiential base during the second pha.e of PDP in the province.
Emphasis will be placed on previously identified goal. of institutional
development focusing on key local government structures and manaaerial
upgrading of the entire administrative procesl.

Judged from a structural perspective a major lucces. of the PDP in
Central Java has be.n r.ali.ed in increa.ina int.aration and coordination
of previously compartmentaliz.d lin. and staff a..ncie. both v.rtically
and horizontally. On the vertical axi. the PDP here ha. over a four.,..r
period pressed for incre..ing devol~tion of planftina and manaaem.nt
authority from provincial to district and on to .ub-di.trict lev.ls.

Horizontal integration and coordination have in tUrD be.n pursu.d at .ach
of these levels in an effort to incr.... the complem.ntarity of s.ctoral
efforts as well as to combine the traditional commodity production
approach of the sectoral agencies with the broader .cope of an approach
more oriented towards the needs and potential of an area or s.tratum of
the population.

Evidence of this increasing emphasis on structural coordination and
integration may be seen in the progressive delegation of project
responsibility to lower levels. Under an extension and expansion of PDP
in Central Java this trend would be continued and accelerated.

I. Implementation of PDP I Central Java (1FT 1978/1979 to 1981/1982)

A. nte Program

Conceptually PDP I in Central Java is based upon several only partially
tested assumptions about the nature of development in the province and
the apparatus which presently supports and carries out development
efforts. Central Java represents the ultimate challenge to Indonesian
development efforts; particularly with reference to the avowed principle
of achieving equity in growth.

Recent census figures indicate that the population of Central Java is DOW

in excess of 25 million; yet the province accupies only 25% of the island
of Java, which itself comprises only 7% of the land area of Indonesia.
nte province is also poor in natural resources. which partially accounts
for a regional growth rate in the non-agricultural s.ctor which
consistently lags behind its laraer n.iahbors on !at and West Java. In
short, Central Java is poor in natural resource pot.ntial. while
possessing a large population which poses more problems than prospect••
They key to development here is maximization of scarce available natural
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resources linked with structural economic transformation aimed at
realizing the potential of abundant human resource••

In view of this sharp contrast between natural and human re.outee balel,
it is not surprising that the public sector play. a leading role in
Central Java. The government aparatus--both sectoral agencies and
reglonal generalist administration--is, relatively speaking, among the
best in the country. However, considering the seriousness of the
challenges which it faces and the role to which it has been assigned,
capacity continues to fall far short of demand.

The PDP in Central Java has been viewed from the inception as a strategic
approach to maximizing utilization of these relatively sophisticated
administrative and technical resources to achieve long range development
goals. Although one specific seographic reglon has been designated a.
the PDP target area, the real emphasis h.. been on .ystem. development
and the creation of .ystems model. which, when te.ted and perfected, will
have wider applicability throughout Central Java.

As a first .tep in drawina up a conceptual plan for the PDP in Central
Java a target area of five of the Province'l 29 rural di.trict.
(kabupaten) was designated. Designation of the.e five di.trictl again
followed strategic thinking in coordination with overall reglonal
development planning. The five diatricts designated are not included in
any of the four growth-pole areas targeted by the provincial Five-Year
Development Plan, but do form a contiguous area near the provincial
capital of Semarang. A large part of this target area also falls within
one of the three critically underdeveloped areas identified by an earlier
Japanese Government- assisted regional development study.

This north east" coastal are suffers from an annual cycle of flooding
during the rainy season and drought during the feur to six month dry
season. Land resources are limited and fraamented and soil conditions
are poor. In addition a high percentage of the five kabupaten's
population of three million are landless or near landless. While
population density is not as serious as in other parts of the province,
the limited natural resource base cited above indicates that only
marginal efforts can be made with respect to food crop production.

Based on these considerations the conceptual plan for PDP in central Java
is a combination of three major thrusts:

1. a program of marginal improvements in the utilization of existing
agricultural resources covering the sub sectors of villaae
irrigation, secondary food crops production, livestock and fisheri.s;

2. a program of non-agricultural development centered on incre..ing
productive skills, support for village industry and credit assistance
for petty traders, village artisans, etc; and

3. a program of identifying local potential (at sub district and village
levels) and increasing capabilities to plan and implement activities
to maximizf utilization of local resources by local authorities with
popular participation.

~'.
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It should be noted that these three thrusts bear intrinsic differences.
While the first and second are fairly standard clusters of sectoral
activities, the third major thrust represents an approach to overall
development admini.tration which radically departs from standard
practice. Ultimately the success of the PDP Central Java will b. judaed
(or should be) by the success of this development approach in
identifying, targeting and implementing activities falling within the
sectoral thrusts. Bere again integration is sought in cClllbining an
innovative apprroach with standard sector-oriented developmental thrusts.

Any assessment of the success of PDP in reaching target populations and
achieving program goals needs to assess first the PDP record with respect
to the mobilization of human and administrative resources at the local
level. In this respect we are now in a position to review thr~e and
one-half years of PDP experience in planning, implementation, monitoring
and evaluation.

Planning

For sCllle years the GOI has been experiment1na with a s)'ltem of bottall-up
planning based upon sub district identification of Villa.. neadl. This
system (UDKP) is little more than a futile eJerci.e in planning projects
for which implementation fundi are not allocated. With the inception of
PDP it was judged that sub national control of the allocation of
development resources at last provided an opportunity for the UDXP
concept to be put to the test. Thus, in the first year of PDP two types
of projects were undertaken: (1) a set of standard sectoral projects in
the areas described above; and (2) a set of regional projects which were
the result of local participation in planning

In planning this set of regional projects two sub-districts in each of
the five PDP districts were designated as target areas. The chiefs of
each of these 10 sub-districts were instructed to submit proposals based
upon a process of needs assessment initiated at the village level. In
this way the projects encompassed a process of planning and
implementation in which higher levels of local participation were
guaranteed. It is not surprising, however, that this process would
absorb considerable time and that the results would vary widely in
quality in correlation with local conditions and capabilities. In
consideration of these mixed results; it was judaed necessary to provide
additional training inputs before continuing the.e efforts on a larae
scale.

In order to augment future planning efforts a request for grant funds wa.
made to design and implement an ambitious training program in bottom-up
planning at provincial, district and sub-district levels with more
limited ins truction for village officials. With the assistance of a team
of three USAID-funded planning consultants a program of training for
trainers was designed and executed from provincial to sub-district levels
covering almost half of the areas 66 sub-districts. Due to delays in
gaining approval for the use of grant funds, training vas not carried out
until the third quarter of CY 80. In consequence training could h8Ve no
impact on secoQd year (1979/1980) planning, and its impact on third year
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(1980/1981) planning was adversely aff.ct.d. Th. imposition of a
deadline for plan submission required that sub-district training
activities be accelerated and streamlined.

In tandem with these training activities another practical initiative was
also undertaken to develop bottom-up planning at the village level. The
second year program included a proj.ct designed to afford villas
officials in 10 Villages throuahout the PDP ar.a an opportunity to plan
their own projects. The actual desianation of project content, however,
was also to be delayed until completion of the above training.

In view of delays encountered in acquisition of grant funds and
subsequent scheduling of the aboY. training, it was ultimately d.cided to
link training to the preparation of third ytAr subproject proposals for
sub-district and village developm.nt projects for six lub-districts in
each of the five PDP area districts. Thu. the .nd r.sult an t.st of the
success of this tr.ining was to b••••t of 12 .ub-proj.ct pl.n. for each
of thefive districts. Primary r ••ponaibility for proj.ct pl.nninl WAI
assigned to sub district .nd vill•• offici.lI, r••p.ctivaly. By the
time training had r ••ched this final .t•• of impl.m.nt.tion, hOlleY.r,
pressures for the timely compl.tion of the Third Y••r Oper.tional Pl.n
distated th.t curriculum .nd tr.ininl mat.rial. be .implifi.d .nd th.t
greater emphasis b. pl.c.d on the campl.tion of the n.c••••ry
administrative forms .t the .xp.ns. of innov.tiv. proj.ct cont.nt. Th.
results of this procell show conl1der.b1e v.ri.tion ill both the quality
and innovativeness of projects propo.ed, but due to time constraillts only
minor adjustments were made in these plans prior to bein submitted for
approval by the central government.

Recognizing that previous planning training had achieved only a basic
foundation for future bottom-up planning efforts. the Third Year
Operational Plan also called for follow-up training to be conducted with
te assistance of a local foundation which is active in rural and
community development trainig. This training has not yet been conducted.
but preliminary meetings have been held with provincial trainers and with
the Foundation for a Prosperous Indonesia to identify weaknesses aDd
shortcomings in earlier training

Fourth year planning efforts were again carried out under less than
optimal conditions when the deadline for submi.sion of project plans in
Jakarta allowed only three weeks for local planning and review of project
proposals at sub-district. district and provincial levels. In
consequence much of the variety which had emeraed from second and third
year planning efforts was supressed by the need to produce defenalble
project plans quickly. Standardization was the one viable method of
achieving this goal.

In spite of adverse effects of the above mentioned time constraints, some
real advances were achieved in the fouth year with respect to the
integration of sectoral and reglonal project planning efforts.
Throughout the first three years of planning there had emersed a
progressive bifurcation between the.e two types of projects. By the
third year it had become clear that sectoral asencies were reluctant to
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offer serious oriticism of regional project plans drawn up by
sub-district officials even though such plans included commodity
components falling within the t.chnical comp.t.nc. of that asency. It
was alBo observed that projects involving provision of a given .errvie.
or commodity might be planned under both regional and sectoral aaencies.
This overlapping hindered efforts to improve quality in project design
and led to some confusion in lat.r moitoring an .v.lu.tion.

Fourth year planning consciously .ddr••••d thi. probl.m of int.sr.t.d
sectoral and regional proj.ct planning by (1) lowering funding lev.l. for
sectoral projectl; ·(2) stipul.ting th.t region.l project pl.na must be
revi.wed .nd approved by .ppropri.te .ector.l .,.ncie••t both district
and provinci.l level. prior to BAPPEDA .pprov.l; (3) e.ch .••ctor.l
proj.ct pl.n w.s requir.d to d.monstr.te how it would .upport or
compl.m.nt r.glon.l proj.ct pl.ns de.ling with the .ame .ector. At th1.
time judgment on the .ucce.s of the.e integr.tion effort. rem.in
premature. Certainly one of the cons.quences h.s be.n • gr••ter
concentration of the project portfolio in • rel.tiv.ly limited number of
sectors with small ruminants, cr.dit .nd trainng t.k1n•• commanding lead.

While it is recognized that the t ..chnique. of local needs •••eBsment and
identification of areas of underutiliz.d potenti.l rem.in only partially
developed, sufficient progress has been mad. to reinforce our couviction
that bottom-up planning in C8ntralJav. PDP area. 18 both possible .nd
desirable. ~t the time of this writing plans are being formul.ted to
consolidate ad expand upon early experience by a combination of further
formal training activities and practical application in the coming round
of anual program planning. Efforts are also being made to increase
sectoral agency sensitivity to and involvement in the identification of
local needs and potential. A major premise of these activities is the
developmet of the sub-district as the basic unit for development planning
in Central Java.

Monitoring and Evaluation:

At the outset it had been recognised that good planning involving
increasing levels of local participation was only part of a larear effort
at overall improvement of the various subsystems which taken together
comprise an integrated system of development a~ini.tration. In addition
to efforts directed at the improvement of planning, two other foci which
have been identified and are now raceivi, special attention under PDP in
Central Java are routine monitoring procedures ad the evaluation of
project and program impact.

Routine monitoring and reporting (M/R) procedures in Indonesia are
heavily weight toward quaranteeing fiscal accountability in the
implementation of the physical infrastructure projects which until quite
recently made up the majority of development initiative.. Rigid
hierarchical structuring of reporting procedure. haY. dictated that
emphasis be placed on the collection and generation of only two measures
of project input: 1) percentage of physical inputs provided; and 2)
amount of allo<:ated project funds actually drow:n. Under the PDP in
Central Java tqere has been increasing recognition of the need for output
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measurement and a careful determination of the impact of these outputs on
projet targets and goals.

In mid-1980 the PDP organization in Central Java began to considerr how a
training program similar to that conducted to improve bottom-up planning
might also be introduced to improve M/R systems and procedures. It was
soon recognized that the wide diversity and compartmentalization in
existing M/R efforts made an immediate progra~ .of training premature.
Rationalization of the existing system was recognized al a prerequisite
and this, in turn, would require agreement on a set of concrete
objectives and procedures which would .erve the cammon needs of a variety
of clients at different levels. By late 1980 a series of consultations
at provincial and national levels had produced the broad outline. of
concensus on the need for an M/R .,.tem which would provide. in addition
to fiscal and physical progres. report•• the followin,= 1) an early
warning system to report obltacle. and problems encountered in project
implementation; 2) an early reaction .y.tem which would identify the
appropriate response by the mo.t appropriate actor or allncy in a timely
manner; and 3) oritical feedback Into .ublequent pro,ram and project
planning b..ed upon the .ucce•• or proble. encountered 111 reachll1'
targets and soal••

By mid-1981 a plan had been approved for the provil1on of technic&!
assistance under the existing technical assistance contract for a
tree-stage process of M/R system review. development and field testing of
an improved system and, f1na11y, training in the implementation of the
improved system. A team of three M/R specialists began workingwitb the
PDP un! t of the Central Java Planning Board· (BAPPEDA) in August 1981 and.
at this writing, work is nearing completion on the design of an improved
M/R system. Testing an training in the use of the improved system at
provincial, district an sub-di~trict levels under a 1981/1982 PDP
subproject is expected to be completed by September 1982.

Prior to completion of improvements .in existing M/R procedures the PDP
uni t of the Central Java BAPPEDA has intensified its efforts to iucrea.e
the frequency and effectiveness of monitoring and evaluation field visits
by conducting three-day semi-annual program reviews and project spot
checks in each of the five existing PDP districts. ntese visits are
oriented toward problem identification and solution and intended to
encourage and educate local officials to take more initiative and ass~e

greater responsibility in their respective sphere. of competence. At the
completion of these reviews a report is made to the Governor who. in
turn, issues a letter of instruction on policy is.ues warranting
attention.

PDP administrative structure:

Central Java is unique among the PDP provinces in Indonesia with respect
to the organizatioual structure which it has adopted to administer the
program. Recognizing BAPPEDA's already heavy work load in assisting with
the administration of all developIDent acUviUe. in a province with a
population of 25 million, the Governor decided to create a special unit
wi thin BAPPEDA to administer PDP. the need for such special un! t 11
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evident simply from crude calculations of the number of diverse agencies
and bodies which need to be coordinated under the PDP. The following
chart sketches only the broad outlines of the scope of coordination
required vertically and horizontally.

It has also been recognized that establishing an autonomous un! t wi thin
an organization having fuctional responsibility for performing the ,~e

activities as other units of the organization may also lead to
intra-organizational conflict and dislocation. The need for prompt,
accurate and continuous. action in pursuit of program goals must be
carefully weighed a88inst the possibility of dislocations in
institutional growth and achievement of institutional goals.

In recognition of the gosl of PDP to dev.lop the institutional capacity
of the existing governm.nt apparatus to d.velop sound administrative
practice across the full ran.. of its dev.lopm.nt activiti." it became
necessary to suarant•• that appropriate linka..s w.r. dev.loped and
maintained between this ad hoc BAPPBDA un1t and the r.lat.d un1ts of the
local government which it souaht to influ.nc.. AI is the cu. with most
developmental administrative structur.s, funciional diff.rentiation and
specialization evolve at a pac. ,liahtly slow.r than the incr.... iath.
volume and diversity of demands to which it i. forced to respond. Thus,
at the outset it was sufficient to make us. of a s..ll core ,taff of
professionals as a multifunctional task force capable of being mobilized
quickly fot planning, training or project" evaluation as needs arose.
However, this proved effective only so long as aaual program cycle.
remained district without everlap. The result of increasing demands has
been both the increased functional specialization of the PDP Units's
limited staff as well as the enhancement of intra- and inter-or"D1za~
tional linkages along functional lines.

We now see a PDP Unit within the Central Java BAPPEDA with a modest
permanent staff (20 including typists, drivers, messengers and a nilht
watchmen) functionally divided into the following three broadly defined
sections: 1) Planning and Training; 2) Implementation, Coordination,
Monitoring and Reporting, and evaluation; and 3) Routine Administration,
Finance and Housekeeping. But what makes each of these sections capable
of operating independently without disruption occurring in the others is
a complex network of functional committees stretching out both
horizontally and vertically. Each of these functional camm1ttees is
chaired by a member of the PDP Unit functional .ection'which has
responsibility for the activity or problem addr.ssed and includes
membership drawn from appropriate sections (bidaaa) of BAPPEDA with
responsibility for this general area as well as the related technical and
provincial staff a,encies concerned.

Over a period 0 four years relatively constant standina committees for
planning, inspection and review of project proposals, planning training
and evaluation have formed and maintained. For example, the standin,
committee on planning consists of several PDP Unit staff, several members
of the parent BAPPEDA staff, representatives of the Provincial People's
Bank (BRI), the regional office of the Directorate-General for Budgetary
Affairs, offi;tals of the six line sectoral asencie. which participate in
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PDP, the Regional Developmet Bank (BP.D) and is chaired by the PDP
Coordinator for Planning. The considerable overlap in the institutional
representation of th••• committee. help. to develop close relationship.
across a broad ran.. of institution. involved in PDP.

It should also be noted that this .dmini.tr.tive structur. h•• , over
time, been replicated in • more .implif1.d form in each of the five
districts participating in PDP. As plannin. and implement.tion of PDP
projects has moved from the provinci.l l~el to the di.trict., the newly
created Di.trict Pl.nning Bo.rd. have a••um.d coordination functions
similar to the provincial model. In k.epins with the more limited
availability of skilled manpower, the model which h•• been adopted here
is that of the multifunction.l .teering committee with the local BAPP!DA
at the center.

Since FY 1980/1981 when projects bapn to be planned aDel implemented at
the sub-district level in IClIIl. 30 of the .rea. kec.at.n, thb mod.l w••
even further simplified to e.t.blish k.c.m.tan development committ••••
This latter development hal ,et to be formalized. but the.e committe••
are also acquiring valuable admini.tr.tiv. experi.nce .nd l ••rmns hClll to
playa larger role in pl.nning .nd m.nal1n. their CIlID future., It b
hoped that this trend will continu. and ultimately re.ult in .am••imilar
development in the areas viII.....

Implementation Progress

In the first 4 years of te Central Java PDP a total of 267 projects have
been planned and completed (129) or are in various sta"l of
implementation (138). The following table of project completion. by
quarter allows several conclusions to be drswn about enhanced .
implementation capacity and the overall planning-implementation cycle.
First it should be noted that first year project funds were released more
thaD 15 months after the start of FY 1978/1979 and this was repeated the
following year. However, third an fourth FY project planning effort.
have begun to close the implementation gap to 12 month. and 9 months
respectively. One of the consequence. of this accelerated pace hal been
a considerable overlap in the simultaneous impl81Dentatlon of multiple FY
programs and projects. In the last quarter of the 1981 calendar year
first year projects had just been caapleted, second year project. were
almost 75% complete, third year project implementation bad almoat reached
50% and fourth year implementation w.. just besinning.',

From the data presented it is difficult to perceive any clear trend With
respect to completion of projects in each of the four progr811 years. Of
the three years represented. the first year impl..entat1on record shCJW8
acceleration up to the 3rd quarter followed by ste.dy decline througb the
9th (and final) quarter. Second year projects show. slower rate of
progress from the outset. while third year project. are again progressing
more rapidly.

In order to provide a more complete picture of second and third year
progress the fpllowing table on the Status of Incomplete Projects
provides data on the current status of those projects. It is noteworthy
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that the vast majority of incomplete second and third year projects are
themselves over 60% physically complete. Of the multi-year total of 138
incomplete projects, 56.5% are fourth year projects which have just begun
implementation (21 N~ember 1981) and 38.4% have already passed 60%
physical completion.

One additional indicator which seems to point to increased speed in the
implementation of PDP projects il the administrative level at which
projects are planned and implemented. ~ailable evidence (althouih
incomplete) seem. to indicate that the ICMer the administrative level
bearing project re.ponsibility, the more quickly project implementation
proceed.. The following table indicate. that PDP projects in Central
Java have been progres.ively delegated to lower levels of authority. The
division of respon.ibillty between provincial and .ub-provincial agenc!es
has progres.ed from an a1mo.t 50-50 .plit in first year fund. to an
allocation of over 70% of available fund. to .ub-provincial a..ncie. in
the fourth year; with a brief notice.ble rever.al in thi. trend in the
second year. This trend would be even more Itrongly demonstrated if the
relatively large provincial admini.tration projects of each PYwere
removed from consideration.

In this regard it should be noted that when PDP began in central Java,
many of the sub-provincial sectoral agencies had no prior experience in
the planning of projects. By the third year it had become PDP policy
that only program administration or technically sophisticated
experimental projects would be allowed at the provincial level. In that
same year (FY 1980/1981) almost 60% of availahle funds were allocated to
the sub-district level where no projects had ever existed before. In
contrast to the frequently made observation that in Central Java the
kecamatan is the optimal level for planning resource allocation, it was
PDP which first tested the practicality of the princple. If speed of

. implementation is to be one of the measures of success of these projects,
it should be noted that at the end of the third quarter of implementation
a very high proportion of these projects were complete or nearing
completion (90% +).



ANNEX 7

THE ACEH PROVINCIAL DEVELOPMENT PROGRAM

I. INTRODUCTION

The Special District of Aceh is one of the more resource rich and
relatively sparsely populated areas of Indonesia. Approximately 75
percent of Aceh's land area is covered by forest and jungle with the
large majority of the population concentrated in coastal areas especially
on the north and east coa.t.. Only about 4 percent of the land area i.
currently devoted to food production. The .re•• in which PDP I i.
active--Aceh Besar, Aceh Barat, .nd beginning in 1982 Aceh Sel.tan--are
coastal plains devoted to rice production and foot hill. prim.rily used
for pasture and for.ge. Forest. cov.r a. much a. 90 perc.nt of the l.nd
area in Aceh Barat .nd Ac.h S.latan and .om.wh.t l.a. than the provincial
average in Ac.h Beaar.

Whil. not a m~noculture .r••.•gricultur.lly, th••• three diatrict.
ate generally dependent upon rice •• their main aource of f.mily income.
Parm income••re aupplemented by b.rny.rd fowl, ...11 collection. of
fruit trees, and in .om. c•••• from one to .ever.l c.ttle or w.t.r
buffalo. Goata, while not r.re, .re often prOhibited or gre.tly
restricted by local ordin.nce. S.condly, food crop••r. not commonly
grown in these area. of Aceh although the potential i. great in Aceh
Barat and Aceh Selatan. Bome garden. are extremely r.r., and
horticultural crop. are imported from central Aceh .nd Medan for urban
consumers.

With about 215,000 hectars planted to rice in 1979 and a 25' of
rice surplus, the expected doubling of the current population of 2.6
million to about 5 million in the year 2000 will require sUbstantiel .
changes in rice production in Aceh. Current average yields u.lng local
rice varieties range from 1.7 to 2.7 tons on a kabupaten basis--less than
1/2 what can be expected with IR varieties. Less than 10' is now
irrigated. It is expected that with increased water control
approximately 80 percent of current rice land can be brought under double
cropping in the next 2S years. Success in reaching this target
accompanied by adoption of high yielding rice varieties and reoommended
fertilizer dosages as well as better processing methods should mean that
Aceh will at least be self-sufficient in rice.

Land is owned and worked by women as well as men. Women inherit
fixed shares of their fathers' estat.s under Islamic law and acquire a
degree of self-sufficiency when they marry at which time in many
communities Acehnese traditional law (adat) requires· the bride's father
to provide her a house (or a room in his own house) and a pi.ce of wet
rice land to meet her basic needs. In a typic.l, parti.lly irrigated
village in Aceh Besar the modal landholding for h.ada of households
inclUding land held by women is between 1/4 and 1/2 hect.re with an
almost equal amount farmed in perpetual sharecropping. Landholdings vary
considerably in the village with the top 12' of farmers owning 44' of the
land and the bottom 42' owning only 8' of the land. In these village. 2S
percent of the farm families own no land at .11. with a mean ar.a worked
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of only 1/2 hectare per family and a mean tamily aize ot 5.5 persona--6.6
if only families with dependent children are counted, these villages
depend upon land owned by others to attain just les. than the 1/10
hectare of wet rice land per person needed for aelf-sufficiency at
current production levels.

The first two PDP I kabupatens in Aceh represent two very different
agricultural and soeio-economic settings and differ greatly as well in
their access to the major market. in the urban centers of Banda Aceh,
Lhokseumawe, and Medan. Aceh Be.ar i. characterized by intermittent
rainfall with fewer than three wet month. in a year and with no one month
that consistantly had 100 mm or more ot raintall in the eleven y.ar. trom
1969 to 1979. Aceh Besar i. a rice deticit area and the lowe.t produc.r
of secondary food crop. ot Aceh r • eight di.trict.. Aceh Barat on the
other hand typically has more than nine wet month. pei year, it i. a rice
surplus area of very low population and ha. a great potential for
secondary food crop production. Both di.trict. have .ub.tantial but
poorly managed live.tock population. with long tradition. ot animal
husbandry particularly identitied with beef and buffalo-beef production.

Aceh Be.ar include. the provincial capital, Banda Aceh, and i.
situated at the northwestern end of the main highway conneqting Aceh with
North Sumatra and its capital, Medan. Until r.cently onward road traftic
from Banda Aceh to Aceh Barat wa. almost prohibitively time con.uming
resulting in substantial isolation of the we.t coa.t trom the re.t ot
Aceh. Recent road improvement inclUding the near completion of the USAID
assisted segment from Sidikalang (North Sumatra province) to Tapak Tuan
in Aceh Selatan has increased contact between Aceh's most remote
kabupatens and major urban markets and has made commercial fertilizers
and pesticides more readily available. Continued road improvement and
completion of major road construction connecting Banda Aceb and Medan
with all points on the western and southern coast. during the next four
to six years makes 'it possible for PDP to be more effective' in Aceb Barat
and to expand its rice, livestock, secondary food crops, and inland
fisheries programs into Aceh Selatan during its seoond phase.

I I. THE FIRST FOUR YEARS OF PDP I IN ACES

PDP I in Aceh has three primary thrusts aimed at raising incomes
and production of the poorest rural comminitiesl improving agricultural
planning and project evaluation by provincial planners and district heads
of the district agricultural service., increa.ing agricultural support
services to raise production especially by strengthening extenslon staffS
and by introducing readily available previously te.ted new technology,
and introducing more cost effective and efficient production and
marketing techniques into several local handicratts and village
industries.

Agricultural planning and evaluation

Committed to the proce•••• of -bottom-up planning- of village
projects, PDP I in Aceh has trained subdi.trict and district
administratprs and service chiefs a. well as junior program staff in
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methods of program planning, propo••l writing, proj.ct monitoring,
project assessment and reporting. Proj.ct d.signs and proposals
typically made by provincial officials in non-PDP programs are made by
subdistrict and district officials based on discussions wi~h village
representatives in PDP districts. Based upon d.monstrably better
prepared project proposals submitt.d by PDP kabupat.n staff at the
1982/1983 provincial d.velopm.nt planning conference held in Banda Aceh
in August, 1981, the provincial gov.rnm.nt has adopted PDP proj.ct
planning principl.s for all future district dev.lopment proposals.

While still r.vi.w.d by provincial pl.nning staff, kabupat.n
proposals for agricUltural .nd rur.l indu.tri•• d.velopm.nt proj.ct. have
been largely the product of di.trict .taff linc. the .econd ye.r of PDP
in Aceh. Proj.ct monitoring .nd ••••••m.nt .kill. h.ve dev.loped more
slowly, in part as a result of progr.m funding d.l.y. which h.v. cr••t.d
substantial ov.rl.p. b.tw.en proj.ot impl.m.nt.tion .nd proj.ct pl.nning.
On. years proj.ct fund••r. r.l••••d .lmo.t .imult.n.ou.ly with n.tion.l
and provincial d••dlin•• for the n.xt y••r l • pl.nning. Nev.rth.l••• ,
third year project••r. b.in; monitor.d .nd •••••••d by both di.triot .nd
provincial pl.nnin; .t.ff., .nd r••pon.ibility for proj.ot imp.ct
a•••••m.nt i. b.ing d.centr.li••d to the .ubdi.triot l

• ohi.f for the
fourth y••r. Th••e .ction••hould r••ult in ••ublt.nti.l incr•••• in
information f ••db.ck, inor••••d 'Ylt••i ••tion of proj.ct ••••••••nt, and
improvement in proj.ct pl.nning during the ••oond pha.e of PDP in Ao.h

I
Planners continue to hamp.red by shortage. of trained manpower and

by funding patterns which delay implem.ntation and frustrate planning
beyond the current implementation year. Staff .hortages have reduced the
effectiveness of project supervision in all program. significantly delay
province level response to field problems. Punding patterns have pressed
planning and 'implementation well ahead of project a.sessment. Efforts
will be made during the second phase of PDP I in Aceh to build upon the
experiences of the first four years to create program plan. and general
project guidelines and p.rformance crit.ri. for the next six years. This
activity will coincide with the planning for the next National Fiv. Ye.r
Plan and with the creation and staffing of the district BAPPEDAs.

Accumulated experience from the first three years of project
implementation in PDP I in Aceh i. now rev.aling weaknesses in syst.ms
adopted for selection of project recipi.nts, in management of n.w
development banking facilities, in management of extension programs and
personnel, and in effective utilization of new and existing support
facilities such as training center, s.ed mUltiplication and corn testing
units. Without the experience of PDP I th••• w.akne.ses would be less
well documented and solutions less ,alilyfound. By calling att.ntion to
the magnitude and tim.liness of proj.ct impact on recipi.nts' live••nd
reporting through official program channel. on probl.ms affecting proj.ct
impact, PDP I is challenging .ectoral monitoring practices and
formalizing impact based ass••am.nt ot d.velopment projects.
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Agricultural support .ervice.

In several subdistrict agricultural exten.ion staff have been
increased and provided with tran.port a. well a. being tra~ned in modern
extension method.. In selected PDP I area. inten.ive agricultural
extension especially for wet rice production, has reduced from 800 to 200
the average number of farmers for whom one exten.ion worker responsible.
As groups of wet rice farmer. succeed in adopting new inputs and methods,
extension workers are assigned additional new groups until they reach
approximately 400 farmers, still only one half the load of non- PDP
areas. Increased fertilizer use and .n approximate doubling of yields
have been attained in this way in both Aceh Barat and Aceh Besar•.
Special attention to provision of new .eed to replace local varieties and
sixth and seventh g.ner.tion IR .eed hu.band.d by farmer~ in Acieh Be••r
are expected to re.ult in .ub.tanti.l .ddition.l yield incr••••• in 1982
as a new .y.tem of .xten.ion of .e.d .upplied by the PDP fund.d kabupat.n
.eed multiplic.tion center oome. into full op.ration in the 1981/li82 w.t
ric. seasons.

Multi-purpo.e agrioultural development cent.r. oon.truoted during
the fir.t four year. of PDP I Aoeh are ourr.ntlf fUlfilling their
cla••room teaching function but have not yet fully implementd their
program. of field pr~ctlce, demon.tration., orop trial., or .e.d
multiplication. While the center in Ac.h B•••r ha. mad. gre.ter progr•••
toward these goals than the cent.r in Aceh Barat, both center. will
require;continued guidance to become lead.rs in new.gricultural
technology.

Building upon farmer exchange study tours and intensified extension
activities, the agriculture service had greater success with new rice
technology than with secondary food'crop development. in both districts.
Extension works continue to be spread too thinly and to receive too
little field supervision to be truly effective. Continued assistance is
needed to train extension worker. in'the di.trict center••nd to guide
their activities in the field. Sy.tematic attention is needed to program
evaluations and, establish routine record ~eeping sy.tem••

secondary irrigation channel. con.tructed with PDP funds are now in
place and await connection of tertiary channel.. The.e will be of simple
village construction requiring little financial .gpport but needing
professional assistance in de.ign and construction .upervision. Thi.
progam should benefit from the USAID .upported prog•• for .imple
irrigation works (Sederhana Irrig.tion).

The PDP I post harvest t.chnology program intended to improve the
processing and storage of rice has encount.red f.rmer re.i.tance to
several of these simpler IRRI type machin•• , p.rticularly manually
operated threshers. Renewed effort has begun in the fourth year to
introduce a locally modified power thresher with SO, greater c.pacity
than common commercial thresh.rs and still within local farm group.'
investment capability. Attempt. to introduce paved grain drying areas is
not uniformly part of the culture and, where it is, drying areas are
multipurpose and do not lend th.mseleves easily to paving. Besides
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. continued attention to grain drying and b.tt.r control of rice quality
during threshing, future project. will .e.k 'to improve grain .torag. both
on farm and in cooperative war.hou••••

Early fodder improvement trials,and d.mon.tration plot. have
resulted in almost total lack of inter.st on the part of farmers.
Changing animal feed component. hal turned out to involve drastic changes
in husbandry practices, the mo.t crucial of which i. transition from fr.'
grazing of breeding h.rds in upland areal to Itabl.d cut-and-earry
feeding. Current farmer r.sponl's indicate that a much more persuasive
argument for stabling cattl. and water buffalo than r.asons of b.tter
nutrition and higher w.ight gain i. the n••d to pr.vent de.truction of
planted wet rice land during the long ric•••a.on. Unfortunately, .uch
thinking still leaves in doubt the .y.tem of oar. to be us.d during the
dry season, ironically, the tim. wh.n mor•.human labor i. fr•• to cut and
carry ,fodder. Th. r••ult'ha. b••n the adoption of a gov.rnm.nt policy
supporting construction of common pa.ture.. Although this program will
not greatly improve w.ight gain, it will control the mov.m.nt of large
grazing animals and th.r.by r.duc••nvironm.ntal damage to fragile
foothill slopes. PDP hal a••i.t.d this .ffort to oontrol grazing.

PDP has also supported lev.ral type. of br.ed improvement by
introducing ducks, chick.n., and goat. from out.id. Aceh and by providing
financial support for a h.alth and nutrition program for imported cattl.
brought! to Aceh by other programs. PDP will also train farmers who will
receive cattle and water buffalo through PDP credit to improve animal
care. Local vaccinators are also being trained to innoculate fowl and to
treat common intestinal bacteria with inexpensive, broad spectrum
antibiotics.

At issue with the breed improvement programs are arrangements for
selection of initial beneficiaries and lack of experience with recycling
benefits to other members of the community. These arrangements require
additional extension agent time which when added to the growing demands
on animal husbandry personnel both in PDP and from other programs, make
obvious the need for more and better trained field staff. With PDP help
extension in Aceh Barat will experiment with using the more senior of the
local extension agents to supervise junior field staff to follow the
health of credit animals.

Allied agricultural activity: development credit

Approximately thirty percent of PDP I proj.ct funding has be'n
channelled through the local development bank as low interest loan. to
farmers, fishermen, and artisans. Although funding through this progam
has had a troubled history of inexp.rienced administration, .low loan
acceptance, and even slower r.payment, loan activity is now slightly
ahead of other project financing. Increas.d att.ntion to r.payment rates
as the size of outstanding loans has increased is stimUlating review of
branch bank management and is suggesting alternative administrative
structures. One of these is the creation of subdistrict credit bodies
which woul~ borrow funds from the development bank and would be guided in
the 1endins policies by an oversight committee headed by the head of the
sUbdistric;.
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The PDP I credit program has been most active in wet rice
cultivation, ocean fishing (providing capital for boats and motors),
village crafts (weavers, blacksmiths, potters), animal husban~ry

(providing long term loans for purchase of large animals), and sugar
production. Recent comparative study of the relative productivity of
these loans reveals that in terms of immediate cash increases in farmer
income and in terms of relative rates of return on initial investment,
only padi and fishing boat loans are significantly productive. These two
types of loans, though returning b.tween 200 ad 300 percent per year on
principle, differ greatly in their initial capitalization and therefore
in the numbers of beneficiari.s th.y serv.. Th. average rice production
loan is less than $35.00 p.r season p.r borrower and less than $100.00
per borrower in two seasons, while the typical boat loan is more than
$1,600.00 per boat an~ $550.00 per individual per y.ar. Individual loans
are somewhat small.r for liv••tock purcha••r. but .r. still large
compared with rice production lo.ns and are only on. t.nth to one
twentieth a. productiv. of inoome or capital formation.

Village crafts rec.iving or.dit inolud. both mal. and f.mal.
artisans with the mal. dominat.d craft of blaoksmithing being the mo.t
productive of new income. Early indioation. ar. that craft lo.n. produo.
only small incr••••• in .mploym.nt .nd little ch.ng. in income for the
typical participant. M.rk.ting cooper.tives to be form.d and supported
with loan funds in the fourth ye.r wl1l .ttempt to oh.ng. produot appe.l
and to expand tr.ditional mark.ts to include M.d.n .nd J.k.rt••

Sugar cane d.velopment loans initiallY .ppeared to have potential
yields equal to those of rice production and fishing, however, aft.r one
good season of high income but slow loan repayment, lack of supervision
by the provincial estates crops office led to declining sugar production
and finally the closing of PDP funded mills. These mills will be
reopened by the newly created district estates crop service which is
specially charged with this program. Th. next two years will reveal
whether active management can overcome s.rious problems of land quality,
cane type, mill management, and traditional farmer resistance to
restricting their harvest to dry months only.

Handicrafts and village indu.trie.

Groups of artisans engaged in more than a doz.n different crafts
including blacksmiths, potter., weavers, tailors and embroid.rer.,
woodcarvers, and makers of straw mats, hats, and doormats bav. been
trained in improved production techniques and product d.sign.
Representatives have be.n sent to other provine.. for advanced training
and extension personnel have as.iet.d group. in changing tool. and
methods.

In four handicrafts in Ac.h a.sar for which cost and income studies
have been done with assistanc. from extension personnel, group. have been
able to raise their production and meet regular marketing commitments to
attain daily incomes almost twice that before PDP 1 actiVities. In other
cases income change has be.n less, but in .lmost all cases regularity of
production has meant increased r.gularity of ••les and substantial
increase in monthly incomes.
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Local salt producers who make salt by evaporating s.a water have
adopted improved boiling pans and fireboxes which have reduced firewood
consumption by two thirds and cooking time by three fourths. Salt
production, however, is limited by the availability of salt flats and
brine-concentrating ponds, and income improvement is directly linked to
the cost of firewood. As firewood costs have risen, as they will
continue to do, incomes have been eroded, and new ways of reducing fuel
costs sought. So far solar drying has not been accepted though several
POP I demonstrations have been conducted. Alternative employment for
salt producers is currently being sought at first to supplement salt
income and later to replace it.

Processing of nilam or patulli oil as a base for perfumes is a
traditional processing industry in Aceh Barat which has suffered from
inexpert distillation and product adulteration. PDP I Aceh has
introduced improved distilling equipment and haa aupported extension
efforts to standardize product quality. Overlapping administrative
authority among three government officea haa slowed development of this
processing industry as has wide fluctuation in the market price for nilam
oil.

I I I. THE SECOND PHASB OJ' PDP I ACES

Cumulative GOI funding for PO, I of 1p2.812.S00.000 ('4.46 ml1lion)
haa beeQ almoat evenly divided acro.a the firat four years of the program
with th. exception of somewhat lower first year purchasing power
reSUlting from devaluation of the rupiah in November 1978.
Implementation activity haa not been ao evenly distributed. aecauae of
delays in release of funda to Aceh as well aa the aubstantial delay
created by the 1978 devaluation requiring extenaive project rebudgeting,
approximately Rpl,689.000.000 or sixty percent of project funding will be
expended in 1981/1982. Some carryover of first phase activity into the
second phase of PDP I Aceh is thus likely and to be desired.

The district of Aceh Selatan will be added to the program at the
baginning of the second phase. Early activity in Aceh Selatan will focus
on staff training, farmer exchanges with Aceh Barat to the north where
programs are already in place and in their fourth year, and construction
of necessary facilities. Project planning for the fifth year of PDP I
Aceh will be carried out in mid 1982 and will include the BAPPBDAls
preparing general program guidelines for the next five years of PDP.
Indications are that Aceh Selatan will follow much the same project
pattern as Aceh Barat which has a similer climate, general topography and
socio-economic setting. Project activity in Aceh Barat will give with
attention to consolidating advances made in credit syatem management and
to fully utilizing the multipurpose agriCUltural training and seed
multiplication center at Pulo Ie. Project activity in Aceh Besar and at
the provincial level will be gradually reduced, with experienoed staff
from both will be used to train new participanta fom Aceh Selatan.
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Program management: planning and assessment

During the second phase of PDP 1 the province BAPPEDA will operate
under a new structure to be implemented during 1982/1983. The BAPPEDA
will expand its divisions from four to five adding a Research Division
and moving agricultural planning from Physical Development and
Infrastructure to !eonomic Planning. Both changes will support the
progress already made by PDP in planning and evaluating agricultural
projects. Dutch aid to BAPPEDA and Syiah Kuala University in
agriCUltural planning and industrial developm.nt complements the PDP I
focus on small scale, direct impact projects by providing basic data and
thorough sectoral research reports. USAID assistance through the Save
The Children Foundation village health and nutrition proj.cts .nd the new
USAID-assisted primary health c.re program, both of which are locat.d in
PDP I target areas, can provide both useful assistance in identifying
target populations based on nutrition and h.alth data and by providing a
comparative experience by Which BAPPEDA plann.rs can assess PDP'.
effectiveness.

Continued dec.ntralization of r.sponsibility for proj.ct planning
and evaluation to district and subdistrict offic.s is plann.d with impact
assessment of projects being d.l.gat.d to the subdi.trict•. during the
first year of the second ph.... Quart.rly proj.ct monitoring will
continue to be supervised by the provincial BAPPZDA but will b. carri.d
out by the new district BAPPEDAa over the next five years. The .econd
phase will also see the possibility for comput.rization ot proj.ct status
reports using a shared time arrangement which may become available by
1984 when the P.T. Semen Andalas plant is in full operation. !he
challenge is to develop an effective system information feedback to
support development planning. The first four years of PDP I have laid a
foundation for such a system through involvingaaministfative and
technical officers in districts and 8ubdistricts in planning projects
which respond to village requests. In it. fourth year PDP I bas begun
the transfer of monitoring and evaluation to these leavels a. well.

Development credit

General speaking low interest agricultural loan. have yet to be
balanced by higher interest marketing, trading, or manufacturing loan.
which could defray administrative overhead co.ts in the system. Attempts
to build a self-supporting, sustainable, and predominantly agricultural
credit program have been frustrated by national d.velopment polioy which
has set interest rates of comparable agricultural loan programs at
subsidized levels. Attempts to facilitate fun4ing transfer acro.s
sectors as project assessment improves our knowledge of relative rates of
return have also been frustrated by administrative policy favoring
sectoral equity over program consiaerations of numbers of beneficiaries,
repayment history, or relative rates of return.

In seeking ways of improving the credit system in Aceh existing
systems assisted by PDP in Central Java and Bast Java provide guidance.
Recent discussions of new subdistrict credit bodies in Aceh have
considereq adoption of the Central Java model with which PDP has four
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years of experience. Activity will concentrate on two primary tasks: 1)
strengthening loan adminiatration by atream lining application procedures
an4 moving loan granting powera to aub4iatrict officera who now act
merely aa cashiera, 2) building ayatem aelf-aufficiency through
establishment of greater variety in types of loana, higher intereat
rates, and through greater supervi.~on of loans to improve repayment.

Rice culture development

Advances in adoption of high yielding varieties and supporting
inputs packages are likely to continue with only minor assistance from
PDP. An exception may be the continued need for PDP support of new seed
production and certification facilities in Aceh Barat and Aceh Selatan.
More important will be extension, training, an~ demonatration of new
planting, harveating, drying, an~ a~orage methods, Syatematic at~dy of
existing 'methods and choice of l~ally appropriate and acceptable
improvements e.pecially in grain proce••ing and .torage will be
undertaken early in the .econ~ pha.e of PDP I in Aceh aarat an~ Aceh
Selatan.

Secondary f004 crop, (palavii,)

Especially in Aceh Bar,t ,nd Aceh Selatan palawija crops will be
stressed for marketing in Me4an an4 Ban4a Aceh. Potential for maize, soy
and mung beans and groundnuts as well as for horticultural crops is among
the best in Aceh, these crops are now the least developed. In addition
to the urban markets an immediate market alao exista for animal feed.
This market will be improved with the introduction of the PDP I
experimental feed mill in Meulabob producing poultry feed in 1982.

Field dr~inage and planting densities are the two primary technical
problems that will be encountered. Both farmers and extension personnel
will need to be trained to establish adequate slopes and ridge height and
to take advantage of standard plant spacing.

Sugar cane development

This program will continue for at least the first two years of the
second phase of PDP I but with only supplemental funding since budgets
from the first phase will be adequate for some time. The variety of cane
will be changed in 1982 to attain a higher ,production tonnage per hectare
and planting will be staged to correspond to harvest and milling capacity
during the dry months.

The next two years should establish definitively whether or not
sugar can be profitable in Aceh Besar. There is no plan to expand the
planted area with PDP support, though, should the new management methods
succeed, development credit would b. available to interested groups of
farmers.

Second phase activity will concentrate on more efficient management
and on development of marketing capability through local cooperatives.
Production fites have been reduced from two to one, planned mobile mills
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will be replaced with improved stationary milling sites and tractor drawn
wagons to move the cane from the fi.ld. to the mills. Modern diesel
fueled ovens will replace wood fire ••

Animal husbandry

Increasing attention will be given to raising the productivity of
barnyard fowl and to improving range management, improved weight gain and
reproduction rate. among cattle h.rd.. PDP support of local animal feed
processing in Aceh Bar.t will stimUlate .econd.ry food crop production
and will .bsorb much of the current w••te from rice milling.

Public record. r.ve.l th.t the live weight of cattle, buff.lo, .nd
goats in Aceh Bes.r and Aoeh B.r.t doubl.d b.tw.en 1969 and 1979. This
trend is lik.ly to continu., .upport.d bya n.tion.l agricultur.l policy
and special cra.h progr.m of l.rg. numb.r. of for.ign br••d. of c.ttl••
Range land i. d.monstrably ov.r-gr•••d and c.ttl. .lmo.t uniformly
underfed with the not.bl••xc.ption of anim.l. k.pt .p.ci.lly for
fattening. W.ight g.in on loa.l low prot.in gr••••• i. e.tim.t.d to b.
only one h.lf of pot.nti.l for r.ng. f.d .nim.l.. Introduction of bett.r
.nim.l car. pr.ctic•• , improv.d gr••••••nd l.gum•• in the di.t, routine
worming, .nd min.r.l block .uppl.m.nt. ar••11 plann.d •• p.rt of the
.xtenlion of PDP I. Liv.ltock r.i••r. will b. tr.in.~ wh.n th.y r.ceive
imported c.ttl. under nation.l program., .nd key farmer. will be prep.red
to act as informal veterinary perlonnel for group. of rai.erl.

Modest success with early PDP I chicken exchange projects was
frustrated by outbreaks of NCO. This has now been partially overcome
through training of village youth cadres as vaccinators. These same
youth will be trained in treatment of bacterial illnesses affecting the
productivity of new breeds introduced by the PDP cookrel exchange
projects. It is estimated that with proper health care and nutrition
second generation crosses should be about SO percent more productive of
both meat and eggs.

The animal husbandry extension service is so under staffed as to be
almost totally unable to serve village needs. PDP must expect this
situation to continue for some time and will need to find more direct M
means of changing livestock management practices. Farmer training is one
potentially productive method. The PDP budget for local training will be
increased druring phase two and attempts will be made to make pr.ctical
training part of all breed improvement project.. .

Freshwater and off-shore fishery

PDP support for fi.heries has been of two typel' 1) motoriz.tion
credit for groups of off-shore fishermen wishing to buy their own small
boats and outboards motors, and 2) rehabilitation of the existing
hartchery in Aceh Barat to serve both fish pond. and .quaculture. Both
programs are considered succcessful .nd provide models for expansion of
PDP activities 1n Aceh Selatan as wel~ as in new areas of Aceh Barat. As
with several other PDP program in Aceh, before new areas and populations
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are included in these progr.m. policy mu.t b. cl.ritied r.garding
selection of beneficiari.s, the .iz. ot initial tinancial commitment p.r
participant, and devising a revolving system to expand the ben.tits ot
the fishery extension projects. Carefull integration with PDP .nimal
husbandry projects producing animal t.ed. will h.lp prev.nt ~••tag. and
income loss at times of market glut.

Village industries

Village arti.ans, both m.n .nd women, h.v. be.n a.si.ted in torming
production and marketing cooper.tives which have reduced production costs
by bulk purcha.ing ot r.w mat.ri.l., improv.d product quality with new
tools, and incre•••d output with bett.r org.niz.tion .nd m.thod., .nd
will improve m.rk.ting with product v.ri.ty .nd qu.lity .tand.rdiz.tion.
As this progr.m h•••xpand.~ .p incr•••ing v.ri.ty ot h.ndicr.ft••nd
vlllag. indu.trl•• h.v. b••n includ.d .nd the limit.tion. ot the
.xten.ions.rvic. progr•••iv.ly r••liz.d. S.cond ph••••ctivity h••
alre.dy begun with .y.t.m.tic ••••••m.nt of r.lativ••nt.rpri••
profitability and the choic. of cratt••nd proc••• ing indu.tri•• which
c.n b. a••ur.d of in.xpen.iv••nd r.n.w.bl. raw mat. rial••

The primary thrusts of the program will b. oontinu.d arti.an
training and formation of produc,rs I ccop.rativ.... Di.trict .xt.n.ion
services will b. assist.d in conducting mark.t .urvey., and the
experiences of similar brafts group. will be .valuat.d betor. new
projects are approved and credit investment d.ci.ions made.

IV. SELECTED BIBLIOGRAPHY OP PDP 1 IN ACES

The following reports and studies have been used in the preparation
of this document:

Kabupaten Profiles: Aceh Be.ar and leah Barat, Daerah I'tlmeW!
Aceh, BAPPEDA, August, 1977, Banda Aceh

Proiect Proposal: Indonesia--Provlncial Area o.velopment I, USAID,
AID-DLC/P-2242, September, 1977, Washington, D.C.

Studi Data Dasar BYalua.i (Ba,elin. StudY), BAPPEDA, 01/1980, June,
1980, Banda leeh

A Formative Evaluation ot OAI Techniqal Alsistance to PDP. Central
Java' Aceh, E. Mors., T. Armour, R. Dood, DAI, OCtober, 1980,
Jakarta

Pelaksanaan dan Perkembanq.n Proyek=proyek Program p,ngtlbaD9!P
Wilayah (PPW) di Prop!ns! Daerah I.time" Ac,h, 1978/1979 
1980/1981, BAPPEDA Ol/PPW/BO, December, 1980, Band. Aceh

·Credit and Village Industry Development,· B. Barker, DAI/BAPPEDA,
May, 1981, Banda Aceh.
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nptodndal Developaent ~fG9n. for Liv.,t.oak 1n the Sp.oia1
District of Aceh," D. Deppn.rr, RMI/BAPPIDA, July, 1981, Banda Ac.h

r1~th"f••f!t ~~H,t fotlffl6 1'IM.,... ARh"" 3. Blowea:. DUI1lIJC IT.fI.
~l,JilJ.il ,Unh.t18cy, July, l'tl, -.Ma AeU '

"Evalua,i Manfaat PO' di Ac.h Barat dan Ac.h B••ar,· BAP'IDA, July,
1981, Banda Ac.h

Quarterly Report PDP I Aq.b' July - S.pt.mber, B. Bark.r, DAI,
S.pt.mber, 1981, Banda Ac.h.

Xabupat,n 'rofil•• Aq.b S.latan, Da,rab I,time" Ac'h (';pyl'iona1
Tab1.,), B. Bark,r, DAI/BA"IDA, Nov,mb.r, 1981, Sanda Ac'h

Quart.r1y Report 'DP lAp". 9ct9btr - D,c,mb,;, B. Bark.r, PAI,
January, 1982, Sanda Ac.h
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