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1. 'Background

The Secondary Food Crops Development Project was initiated in 1983 to
assist the Government of Indonesia (GOI) in its food crop diversificatioan
strategy to increase production and to improve the marketing systea of
secondary food crops. Having achieved self-sufficiency in rice production the
GO0I's further food supply goai is improved nutrition through increased

-

production of other foods iﬁcluding pulses and sugar. National objectives

also include the reduction of foreign exchange expenditures for imported foods
and a decrease in the real price for all food crops.

The project was designed as an experimental, trial, demonstration and
intensification project to introduce new cropping syétems, demonstrate the
superiority of improved over traditional cropping systems, improve post~
harvest operations and develop the market for secondary food crops. Greatest
.attention was to be paid to activities at local (subdistrict) levels, but with
specific studies to address regional and national policy issues relating to
domestic and fdrgign demand for secondary crops.

The objectives of the project are:

(1) To bring about rapid adoption of recommended production technology
using improved varities, commercial inputs (e.g. fertilizer, lime, seeds,
innoculum and pesticides), ioproved agronomic practices and appropriate
cropping systens,

(2) To improve the qﬁality, storeability and market acceptance of
secondary food crops by the adoption of recommended pre—and post—hérvest
technology that includes harvesting, threshing, drying, storing and through

processing at the farm level and at various stages of the marketing chain.
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(3) To formulate appropriate policies rega;ding prices, subsidies,
production, cbnsumption and parket development based on the results of
experiments, trials, demonstrations and related studies.

(4) To identify possible extension, marketing and behavoral change
wmodels for maximizing the contribution of secondary food crops o improved
nutrition.

There are four components of the project, namely,

(a) proviglon of producﬁion and marketing inputs, including direct

assistancé by the establishement of a revolving fund, .

(b) extension, demonstration and.field trials,

(e) fraining,

(4) nﬁtritional considerations.

Current traditional techmology was to be compared with improved

_technology that had been developed thro:zh cropping systeas research. Trials
were to be conducted as a means of developing site and climate specific
technology in areas of potential expansion. The impact of changes in staple
food consumption resulting from increased production and improved marketing
were also to be evaluated. This was seen as an intermediate step necessary

~for the planning of a regional and national program for secondary food crop

development in Indonesia.

II. Implementation Status To Date

Progress towards planned objectives were found to bé reason;bly
satisfactory during the mid-term evaluation in 1985, However, in the initial
stages of implementation of. the project was handicapped by difficulties in
recruiting the technical assistance team, a rapid turn—over of GOI project
managers for the project, and indirect lines of authority within ;he

Directorate General of Food Crops. As a result of the evaluation findings,
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however, the project was amended in August 1935 to add a sikth component to
support féod policy studies w££h $1.0 milion in grant funds for policy
research, technical assistance and short-term training.

In 1987, based on the project's continued suécess in increasing yieldéw
and cropping intensities:through dem—farm activities, and increased
cooperation with the private sector, USAID recommended a $5.0 million
amendment to the project togather with an extension of two years to allow the
project additio;;l time to coamplete its ipitial objectives. However, due to _
the large amounts of funds available at that time, USAID decided to delay its
decision to proceed with the amendment. Rather, the Mission requested
approval from AID/W ta convert $3.0 million ‘of loan funds to grant fundé to
support a new $2.6 million direct contract technical assistance component, as -
the TA component, originally designed under a loan funded host country
contract, had proven troublesome both to recruit and to maintain. The
remaining new grant funds (30.4 million) were programued to carry on the food
policy analysis initiated under the initial project activities.

Due to the lack of sufficient pfovincial extension staff and
infrastru;ture, especially in South Sulawesi, Lampung and in the proposed
additional provinces of NII, NTB and West Sumatra, it was decided that more
innovative communication aand extension mechanisms were needed. Thus a

technical assistance contract was established with the Communication For

Technology Transfer in Agriculture (CTIA)L/ to focus on:

1/ The CTIA parent organization is the Academy of Educational
Development Inc. (A.E.D.) of Washington, D.C.
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1) the development of cost effective communication strategies to
increase the impact of technology transfer programs; and

2) promotion of an agricultural and economic policy environtment that
would provide fa;mers adequate incentives to increase secondary food crop
production.

.Communication activities commenced in June 1988, are focusing on the
devalopment of a pilot communication model that can be used to extend to
farmers appropriate technology being developed by GOI Agriculture Research
Stations and food crop pricing and marketing information. The developaent of

the model is being carried out in East Java in coordination with the Halang

Agriculture Research Institute for Food Crops (MARIF) and the Food Crops

Technical Service.

The emphasis on policy, economics and marketing will be impleaented
under a coantract with Iowa State University and through special studies
conducted by GOI project staff, the CITA Economist/Policy Analyst and the
Econometrician/Marketing Specialist. Alghough it 1is expected that the
communication and special studies on policy, economics and marketing will, in
the longer term, contribute to improving the effectiveness and efficilency of
the GOI's secondary food crops program, results from these activities are not
likely to be availlable before the end of the project. Therefore, the dea—fara
acti@ity remains the major component of the project. However, based on
lesséﬁs learned from dem-farm trials already undertaken certain'changes in

approach as noted in Sections III and IV, are now proposed.

I1I. Current Planning Rationale

1. Rationale

The rational of the life of project plans is based on three major

factors:
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First, as a result of the decline in the oil-based economy since 1985,
the GOI has Begun to exanine more cost efficient and effective methods to
transfer production technology to farmers and to promote policles that will
stinulate greater private sector involvement in agricultural production, |
processing and marketing: .

Second, the sustainability of anyAmicro activity is dependent upon
global conditions and national policles; and the degree of protectionism
achiaved by imp;;t and export policies for agricultural commodities is of
outstanding importance. The adoption and profitability of any specific
cropping pattern has therefore to be considered relative to such policies.
Thus, a awareness of the linkages between national pplicies and extension
targets is essential. Indonesian food crops policy is likewise deéendent, not -
only upon single secondary crop market situations, but also upon the
all-important rice market situation. ‘

Third, due to the fact that Indonesian farmers, the majority of whom are
small holders, are not specialized-secondary food crop producers, a farming

'systems approach is more appropriate than the specialized sacondary comzmodity
crop approach previously recommended. A normal farm sysfem may comprise tree
crops such as rubber, spices, fruit, as well as vegetables, livestock, noultry
and egg production. TIhis syétem is primarily established by the farmer's
resources needs and motivation; which include food security, nutritionm,
reduction of risk and costs, and maintenance and maximixation of income and
employment over the year. The sustainability of a micro-econoaic
recommendation is . thus dependent upon a total farﬁ situation and cropping

patterns and not upon any specific crop.
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Alghough field work and cooperation with farmers is still considered té
be the_most relevant activity in agriculture development work, tha directicn
'énd sustainability of project activities must be based on these relavant
factors. Toward this end, the project will continue its support to the GOL ;o
improve .the policies for'private sector imvestment in secoqdary food érop
production, improving market conditions for secondary food crops, and in
providing appropriate technology for more diverse farming system activity than
previously provzaed. As market price developments are an essential component
in formulating agriculture strategies and.in the recommendations communicated
to farmers the SFCDP will coordinate with the price monitoring system
conducted by the Bureau of Logilstics (BULOG)* and the.Ministry of Agriculture

(H0A) and altermative sources such as the price information system established

under a Gesellschaft fuer Technische Zusamenarbeit (GIZ) technical assistance

project with the MDA,

2, Lessons Learned

Evaluations of dem~farm activities over-the past four years (References
1-7) has identified a number of both positive and negative aspects of approach
that the project needs to focus on in continuing the extension of appropriate
and sustainable secondary food crop technology.

The major positivé aspects of the technology transfer effort of the
project to date are: |

1) the inputs of the project can consistently double production levels
in appropriate circumstances;

‘ 2) tﬁese increases can be obtained with‘ekisting local, as well as, new

varities/hybrids;
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3) Indonesian farm families are generally very receptive to the
introduction of new technology and 50 to 60 per cent of the dem—farm families
continue with newly-introduced technology (most of the GOI Agriculture
Research Stations report a near 100 percent sustainability of technology
adoption when they work with specific farmer groups for two years); and

4) GOI Research Stations have substantial knowledge and technological

packages for the support of production increases for most secondary crops.

The major negative aspeéts encountered in carrying out technology
transfer for secondary crop production are:
1) a lack of rainfall or seasonal water availability to support crop

production in many areas;

2) despite the availability of technology packages and diagnostic
services from the GOI regional agricultural research stétions, the
provincial/district extension services are often short of staff and
ill-equipped in terms of field equipment, traansportation and travel budgets to
extend technology to farmers;

3) most farmers are not receiving sufficient and timely market
information;

4) insufficient attention has been given to production forecastinz and
economic analysis/returns for secondary food crops;

5) the one year limited contact with dem-farm areas is not sufficient to
achieve satisfactory sustainability;

- - 6) most Indonesian dryland farmers are not able to use the longer season
hybrid varieties of secondary crops without suffering losses to their other

crops;
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7) much of the equipment baing provided to the dem-farms under the
project is not appropriate ia design, capacity aad labor-efficiency for the
Indonesian farmer in general; and

8) as noted above, most of thea farmers in the target areas of the
project are dealing with composite systems of rice production, secondary crops
and livestock. '

In a majority of these cases, livestock comprise'some 20 per cent of the
systen with the‘;emainder divided between rice and ;econdary—vegetable crops
in relation to the amount of rainfall .and/or the availability of water.

Generally throughout the islands, the more rainfall or water available, the

more rice production.

IV. Project Components and Outputs

1. Dem—farm Clusters

In order to promote the sustainability and economics of secondary food
" crop technology extension the projec; proposes to work with clusters of
dem—farms expanding from a sustainable nuclear base., This will be done in
coordination with provincial and district—level (kabupaten) agricultural
technical services and research stations, and othar donor.project activities,
and through improved support and involvement from the district and

sub~-district (kecamatan) extension offices, and Rural Extension Centers

(RECs). Additional methoés of extension technology are currently being
daveloped as described under the Project's communication activities.

To the extent feasible, existing current year dem-farms (1933/89) and
wheré possible dem-farms established in former yeafs, will be included in-

homogenous (dem-farm cluster) groups for the purpose of providing a longer
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tera of extension-support. Ihis new approach will allow more ewphasis on
marketing, production inputs, mechanization, production forecasting, econonic
and budgetary analyses, agricultural research and credit needs to develop a
sustainable and economical farming system aépropriate to the cluster. Eachf
cluster nucleus will be suported by a trained agricultural motivaﬁgr in
addition to routine extension service support.

It is expected that each cluster may eventually include more than one
desa, depending‘;pon local circumstances and sociological conditioms. Pre-
activity evaluations on production constraints and market Eonditions will ba

carried out by the project's econoaics and marketing consultant teams (SFCD?

and Directorate For Food Crops Economics (BINUS)) in coordination with local

technical services (Dinas) offices, local universities and research stations.
Production inputs wi’l be provided to key farmers.

- Observations have shown that farmers do not 1ike, or use the simple farm
equipment being provided in most project areas (Randolph and Tajib, 1988;
Sinaga, et al., 1988) but use instead, bx hiring or renting, more efficient
equipment owned by more progressive farmers or businessmen. [Iherefore, the
project will provide improved lamd preparation, harvesting and processing
equipmént equivalent to that being used by more progressive village farmers.
This wili be backed up by specially trained village-based technical motivators
who Qill be directly responsible for the operation and.maintenance'of the
machines. Where appropriate, pumps for ground water irrigation equipment will
also be provided.

The project has found also that the increased net returas from the
application of the new technology would enable almost every village to
cooperatively purchase modern equipment such as pumps, small tractors,
harvesting and processing machinery. It appears that mechanization and

irrigation can further increase yields by 100 to 200 per cent and thus provide
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opportunities for the development of increased processing and cottage
industry. Witﬁ continued support on sustaining technology assistance and
developing reliable production and net return records, it is perceived that
both GOI and private sector interest in providing credit to such farmer
‘cooperatives would increase.

Equipment would be provided to the district or REC sub-district
extension office to be used by a dem~farm nucleus for a period of two years.
Charges would b;olevied to cover operating costs and depreciation. This
equipment would subsequently be moved to a new site every two years. Savings
from the increased earnings and credit made available thfough existing
‘sources, would enable the farmers to subseqdently-pu;chase their own
equipment. Additional limited field transport equipment (motorcycles) willbe
provided to extension workers. Communicatons equipment, where appropriate,
will be made available to district or sub-district extension offices servicing

denm—farm clusters (see Section 3).

‘2. Econmomlc Analysis

Up to the present, the economic—analysis component§ of SFCDP have
emphasized national food-crop supply and demand relationships, their policy
implications and simple models for making overall price forecasts. In
1983/89, SFCDP is training GOI staff to perform, ﬁ;dape and use such
analyses. A study of post-harvest problems and possible solutidns.
(harvésting and storage methods, quality control; processing optioms etc.) is-
being started. In 1989 the project will finance an Iowa State University
team, operating in cooperation with BULOG, BINUS.and other diréctorates to
begin a stud§ of comparative advantages rel;ted to food crops for the major
geographical regions of Indbnesia.

1
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The Directorate General of Food Crops wants to give more attentioa to
analyses at local (provincial) and project area levels and'floés of
information to and from national levels of government. [his desire feflects
the need for future Indonesian food-crop systems, programs and policies to Sé
responsive to the continual changes taking place in technologies and brices
rather than merely promoting particular crops and production targets. There
is alsq an increased awareness for the need for more economic analysis of
alternative way;.to use the limited food-crops development resources likely to
be at Indonesia's disposal in coaing years.

To hélp set the stage for these analyses, SFCDP/CTITA economics work in
1989/90 will include two intertwined sets o? activities, i.e., policies,
prices and marketing systems; and economics of farm—level practices; systems
and programs.

This set o§ activities will concentrate on four priorities:

1) Improvement-df food=crop production forecasts at provincial levels;

2) Rehabilitation and improvement of market information services
(including both outlook situations as well as current markat prices);

3) Appraisal of alterntive pricing policies and supply systemé for
food-crop production iﬁputs, especialiy the availability of improved seads; and

4) Improvement of the national data base on the costs and returns
associated with various food crop production/marketing s}stems and practices
fér a cross—section of farm situations.

To bring all these priorities to full fruition, substantial amounts of
funds from the SFCDP loan and additional sources will be needed. Permanent
budget and staffing arrangements for.on-going services and periodic updates
will have to be established. I[raining courses on computerized economics

analysis in Jakarta and in the SfCDP pilot provinces will be used to catalyze

this improvements.
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It is intended that these undertakings will be based in, and initiated

by BINUS., Cooperation with other directorates, i.e., Food Crops Production

(BINPROD), Program (BINPRO) and Extension (BINLUH), as well as the Bureau of

Statistics 1s essential.

3. Coanunications

It is essential that in Indonesia the CTTA Comnunications Pilot be
implemented as ;'fully integrated component of the Secondary Food CFOPS
Development Project. To achieve this aim, thers are two major thrusts of the
program, i.e.: |

l)-to develop cost-effective communications st;ategies through which the
impact of agrigdltural technical improvements and marketing informaﬁion can be
disseminated to the farming community using radio, T.V., and other media; and

2) to address problems of interdepaftmental communication and
institutional development whereby improving the transfer of information
between agricultural research stétions, the extension service and farmers.

The CTTA Pilot is located in Eaﬁt Java, one of the most densely
populated of Indonesia's provinces, with the intention of developing a
methodology to produce cost-effective communications interventions in varving
econoaic, climatic and ecological conditions. Ihe initial focus is on
facilitating the spread of teéhnology and marketing information for secondary
food crops such as cassava, corn, soybean and other pulses in areas where
these are of major importance.

The pilot program will address différing appfoaches in areas both close
to and remote from existing markets, involving farmers with differing levels
of income and economic develoment potential. It will also.work with the

Agency for Agriculture Education, [raining and Extension (AAETE) to apply

communicaion approaches at the national level, with regard to reviewing the

efficacy of current methods and approaches.
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Primary targets for the achievement of the above goals, to be addressed

in 1989/90, are:
1) Establish workable cooperative relationships between the Dinas

Pertanian (Technical Agency) Balal Informasi Pertainan (Agricultural

Information Center), and Balittan (MARIF, the secondary crops researcﬁ
institute) as well as to encodrage more direct utilization by farmers of the
results of on—farm research cérried out in food crops research institutes;

2) Establish an information system which makes available to the
extension agency relevant inforzmation about constraints and conditions within
which farmers must make decisions about their level of investment, and
especially regarding what, how and when to ﬁlant. This would also address the
problem of how farmers learn about new technologies;

3) Establish more direct lines of information transfer and cooperation

between research and extension agencies at the kabupaten (district) level on

the one hand, and media production for food crops (currently undertaken within

the Agriculture Information Center (AIC), which operates under the AAETE) at
the national ievel on the other;

4) Establish lines of information transfer between 0A and commercial
media production and dissemination; and

5) Mobilize the services of Non-Government 6rganizations (NG9s) for

production'of nedia for purposes of agriculture communication. Communication
innovations developed undar the pilot program will be replicated at selected

dem—area locations, under the guidance of the Agronomist Communicator.

4, Special Studies and Baseline Surveys

It is anticipated that a number of special studies as shown in Table-l
will be undertaken over the coming months, integrated with ongoing project

activities within the annual Rupiah budgetary provisions for the Directorate
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General of Food Crops, i.e., Project Management Unit (P.M.U.), BISUS and CITA

or, if necessary, implementad with grant funds. New studies plamnad by B3I:HUS
for 1989/90 are for marketing information on cora, and peanuts. BINUS work on
the Food Crops Sup?ly and Demand Stud} will continue over the next fourteen.v
moaths.

Baseline surveys, prior to project activity in new areas, will be

redesigned to allow for a better integrated and more sharply focussed faraming

-—

systems approach to palawija expansion.

Also included are a survey of credit availabiltiy in dem—fara areas,
identifying actual functional sourses, rates of interest, collateral
requirements, etc. A proposea study for thé-desigh of strategies and pilot
projects to encourage soill and environmental conservation oriented food-crop
systems within the province; under this project may also be undertaken.

Provincial universities will be involved in baseline surveys to
establish production potentials at.farm and local area levels and to upgrade

economic .data f£low to provincial and Central Government agencies.

TABLE 1: PROPOSED SFCDP SPECIAL SIUDIES

1. Baseline surveys in NIT, NT3 and West Sumatera (1989).

2. ) Analysis of quality factors in project Districts areas as to their
influence‘on investmenté that need to be made in post-harvest
processing, milling, grading and storage of food crops (1989).

3. Rapid marketing appraisals in the new provincial sites to determine the
suitable range of secondary food crops and to identify marketing

barriers which can be overcome by program or policy intervention

(1989-1990) .
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4, Analysis of regular socio-economic record keeping/monitoring systea For
the dem—farms (1989-1990).

5. Evaluation of the economic efficiency of alternative means of extending
secondary food crops technical information; development of a mass-medié

campaign linked to-the social-marketing of technical agricultural

information.
6. Concepts of technology diffusion and adoption from rural sociology.
7. Special studies on measures to promote agribusiness development in the

food crop sector (1989-1990).
8. Short-term forecasting models for agricultural supply as a part of a

quarterly market information system report (1989-1990).

5. Private Sector Involvement

CTIA will investigate the role of large éuppliers, small traders and
kiosk-owners in the dissemination of agricultural technical information, in
‘particular with relation to recommended uéage of pesticides, herbicides,
fertilizers and imprved seed materials.

Various sources of credit, including that from Bank Rakyat Indonesia,

Bank Pembangunan Daerah and private entrepreneurs will be studied, to
ascertain what alternatives are available to dem—farmers. Workshops to
explain the advantages of farm budget analyses as a basis for credit

application are planned to assist in facilitating credit availability.

6, Institutional Develoment

Project Management training for all levels of projéct inplementation,
staff and training of dem-farm based project motivators is planned as part of
measures to improve project implementation and upgrade economic data flow to

highar levels of the bureaucracy.



_16_

English language training is also included for selected Central
Government staff where this 1s deemed neccesary for future competence in
déaling with donor aid projects or as preparation for overseas training.

As noted earlier, during_this final phase of the project, large po:tio;s
of the SFCDP/CTTA budget'and technical assistance will be devoted to Qorkshops
on econoaic analysis, data-base development, technology coumunication and
‘management iomprovement. Emphasis will be not only upon the development of
such courses th;;selves, but also for devaloping trainers and training-
material to meet subsequent needs. Emphasis will also be placed upon
follow-up assistance in applying what has been learned during the life of the
project to project activities and to longer-run food-crop development needs.

Consultants day-to-day interactions with GOL officials and non~officials
will be equally important, both individually and in small groups. [he formal
designation and t?me commitments of suitable counterparts for each project
activity will be sought fo; the remaining period of technical assistance. Any
additional expressions of interest in learning or collaboration wil be given
full support. |

Due to limitation in both funding and time constraints, long-term degree
studies abroad are not possible at this late stage of the project. 0Only a
limited number of appropriate short-term studies, preferably in-country or
regional programs will be conéideréd. In the circumstances, emphasis will be
placed upon instituting an orderly process of making choices, and identifying

priority subjects and criteria for selecting suitable candidates ahead of

time.
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During REPELITA V, the following_learning area priorities in food-crop
developnent appear likely: -

1) Utilization of the Hawaii I3SNAT computerized data base to identify
viable food-crop systems for future ;esting in Indonesia; ’

2) Small-férmer finagcial mobilization and management;

3) Food crop and seed storage;

4) Observation of successful outlook information programs;

3) Projecz'feasibility analysis, including estimation of impacts on tha

environtment, employment and nutrition;

6) Improved project management, especially management information

systems, human motivation and skills in trouble-shooting and expediting

solutions; |

7) Use of farm management and farming systems analysis to design local

experiments and field trials, and analysis of results;

8) Skills in preparing interesting farmer-eduation materials;

9) Concepts of technology diffusion and adoption from rural sociology;
and

10) Regional economics and locational analysis.

Candidates recelving favorable consideration for training subport would be
younger officials with potential for future development and promotion, who ‘
have high odds of being useful in food=-crop dgvelopmenc in REPELITA V. [hey
would have also a relevant background and soma practical'experiance and would
-._not have had previous overseas learning opportunities. Senior executives or
persons with university degrees would not necessarily be favored for such

training.
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V. Project Inputs

As shown in Table 2, for the final year of the project USAID funds
totalling $1,761 (3744,000 in loan funds and $1,017,000 in Grant fumds) will
provide technical assistance, special studies, training and demfarm inputs as

follows:

- 9 person yearE'of long-term technical assistance:

a) CTTA/AED - Communication Technology Iransfer (5 person-years); and

b) CARD/ISU - Food Crop Demand Systems and Policy Analysis (4 person years);
- 3 person-months of short—term technical agsistance in in-country training;
- 9 person—months of short-term_technical assistance.for a final evaluation

- 27 person-months of short-term technical assistance for special studies to
assist in:

a) rapid marketing appraisals in the new provincial sites;

b) analfsis of regular socio-economic record keeping/monitoring system for
the demfarms clusters;

c) evaluation of economic efficiency of alternative means of extending
secondary crop technical information and development of a mass-media
campaign linked to the social marketing of technical agricultural
information; and

d) concepts of technology diffusion and adoption from rural sociology.

- Production inputs and post-harvest equipment for 23 dem—farm cluster
units (average of 25 hectares, 50 farmers per cluster) and 10 demfarm
units (NIT) aQerage of 5 hectares, 10 farmers pef unit).

- Hotorecycles and computer equipment for provincial support of dem—-farm
activities. | |

— English language training for 25 SFCDP/DGFC staff.
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Table 2. SFCDP Funding Support (3000)

Exchange tate 51 =Rp.1742 (Feb.1,'39)
U3AID Budget

|
Loan I Graat |
Location | Pre |  Direct | | Total

| Finance |  Payment | " (DB) |
. i | | |

1. Central 0ffice | 121 | 310% | 1,017%% | 1,448
| | | |

2. Lampung (3 unigs) @ 25 Ha | 41 | 0 | 0 ] 41
| | | |

3. E.Java (7 units) @ 25 Ha { 82 { 0 } 0 | 82
— |

4. S.Sulawesi (9 units)? 25Ha] 102 % 0 { 0 ‘ 102

. |

5. W.Sumatra (2 units) @ 25Ha| 27 | 0 | 0 | 27
| | | |

6. NTB (2 units) @ 2 Ha } 27 ‘ 0 } 0 5 27

7. NTIT (10 units) @ 5 Ha : 34 % 0 { 0 % 34
| | | S

Total } 434 ] 310% | 1,017*x : 1,781

| |

* Base-line surveys, special studies (as per GOI DUP 89/90 Proposal)
*% AED/CTTA; CARD/ISU; Final Evaluation, special studies (as per USAID
Commitment Plan FY89

The Governnent of Indonesia as shown in Table 3, will contribute an
additional $80,000 in cash to support the following:

Table 3. IFY 1989-90 SFCDP Budget (as per DUP 8%/90)

Exchange rate $1 = Rp.1742 (February 1, 1989)
Pure ] BRI
GOI Budget | Proposed Credit
o

[
|
[
1. Central Office ‘ $ 23,000 } -
2, Lampung H 7,000 %
3. East Java { 12,000 ]
|
4. South Sulawesi ‘ 14,000 {
S. West Susatra { 7,000 }
6. NTB ‘ 5,000 - {
7. NIT t 5,000 {

Total $ 80,000
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End of Project Status

Tested research results, improved farming/cropping systems would
progress into the intensification area where inputs will be provided a;
credit from Bank Rakyat Indonesia (BRI) or other (private sector)
sources without additional funding from AID. |

Pilot activities in the three ad&itional provinces, NTB, NIT, West
Sumatra supporting AID on-going agriculture (research and planning
projects) and irrigation programs.

Enhanced research-extension linkages through joint planning and
management of research trials and collaboration in the developmeant and
tes;ing of communication methodologies.

Recomnendations of policy research and special studies used as empirical
bases for the formulation of policles of secondary crops developmeant,
nutritionrimprovemegt, marketing, rural employment in support of GOI

food diversificatioa, food security and self-sufficiency strategy.

Implementation Plan

1. Schedule of Project Activities

Activities during the final year of the Project, April 1989 through

April 1990, will focus oan the CITA and dem-farm activities as describad

aarlier and the additional CARD activities as described in Attachmeat 1.

2. Major Events
A summary of major Project events is presented in Attachment 2 bx

Project activity and quarter, from April 1989 through April 1990.
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" YIII, Monitorinz and Evaluation

Quarterly monitoring activities will be carried out by the Project
Yanagement Unit and USAID Agriculture Office Attachment 2. A final project

evaluation will be carried out in November-December 1989.

-—,
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Center for Agricultural and Rural Development (CA2D)
Policy Assistance Proposal

The major revisioas in 'the propeosal for the CARD pollcy assistance to MCA
are summarized below. ~

1. The period for the study has been changed from 18 to 14 months.

2. Senior staff time at CARD has been reduced from 4.9 person months in
the original proposal to 2.235 person months, consistent with

reductions in the scope-of-work for the project and concerns about
in~country expenditure of effort.

3. The activities for Staff Economist #3 and the Programmer have been
altered to include more in-country activity. Staff Economist #3
in-country activity has been increased from 2.5 to 5 person months.

Programmer in-country activity has been incre2sed from 1 to 3 person
months. .

4, Due to the shortened period for the study, professional staif time
was reduced from 65.4 to 52.2 person months.

5. The scop2~of-work for the project has been narrowed in two respects.
First, the regional policy activity has been restricted to the
design of the system and a pilot application for one province.
Second, the reierences to linkages of the national system to estate
crops and environment/land use patterns have been eliminated.

6. Workshops and in-country activities with heavy travel and per dienm .
costs have been moved forward in the timetable for the project to
permit an expenditure pattern consistent with the termination dates
for the Secondary Focd Crops and APP projects.

STATEMENT OF WORK

1. Background

Indonesia is pursuing econonic reforms directed at moving away from an
adninistered economy to one more respoasive to domestic and
international economic forces. These reforms are now under way and are
expected to accelerate under epelita V (1988-1993). Awmong the
anticipated structural changes for the agricultural sector are: (a)
reduction in agricultural input subsidies; (b) relaxation of commodity
production target setting; (c) diversification and regionalizatiomn of.
agricultural production and distributioa systems; (d) rationalization of
territorial pricing; and (e) morve aligmoent and integration with
international nmarkets and other sectors of the economy.
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These reforms and the design of programs to implement them will be
influenced by ongoing changes in the domestic and international
economies. Rising Indonesian incomes are changing the structure of
consumer demand and creating different food crop requirements. In
particular, secondary food crops will be'used increasiangly for meeting
growing and changing dietary preferences for food as well as for animal
feed needs and industrial production. Increased consumer demands for
anizzl productions will in turn lead to expanding feed use. Given a
consistent market environzent, the diverse and growing incomes will
stiamulate regional specialization and a more interactive relationship of
domestic and interaational agricultural markets.

Critical at this time is policy a551stance to support the Ministry of
Agriculture (MOA) in guiding the transition of the country to more
market driven structures. Anticipated adjustments in domestic
agricultural produvction and markets will be significant; and in many
cases the outcomes are uncertain. By strengthening policy analysis
through the CARD assistance, these adjustments can be accelerated and
accoaplished at lower costs, with the associated efficiency and
productivity gains achieved more rapidly. The result will be higher
social and private returns to resources invested im am agricultural
sector better positioned to gain from trade ia world wmarkets.

Through its earlier work in Indonesia, CARD worked with MOA on
fertilizer and pricing policies. This proposed policy assistance
activity will build on the nine years of CARD's professional
relationships with the MOA and will support the policy reforms and
implementation in agriculture.

Study Objeztives

The general objectives of this activity are to provide the MOA with an
improved capacity for policy znalysis and support the formulation and
implementation of a more market oriented food crop policy. This will
focus on Indonesia Repelita V's agricultural objective: in regional
specialization, focd crop diversification, relaxationa regionalizaticn of
national area and production targets, decentralization of agricultural
planaing, and adjustments in unifora national pricing structuras. This
will be accomplished by training programs, seainar:, conferences,
inter-ministerial policy sessions, and augrmenting existing data systems
and policy modeling capabilities of MOA analysts.

These activities will contribute to Indonesian policy decisions and
implementation on a number of issues in the ongoing dialogue on the
transition of the Indonesian agricultural sector from an administered to
a pore market oriented structure.

Training, seminars, and conferences will center om food and agricultural
policies where implications can be evaluated with the food crops policy
analysis. These policies include the following: farm and retail food
pricing; input prices and subsidies; pan—territorial pricing; the
effects of macroeconomic and financial policy on agriculture; policy
impacts by socioeconomic groups; regional policy specialization;
technology improvement; and alignment of domestic pricing and trade
policies with world agricultural market realities,
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Description of Policy Assistance

The following four activities are designed to improve policy analysis
and to assist in the process of policy change:

a. Diversification and Commodity Demand Trends
- geographic consi&erations
- commodity-level specifications .
~ socioecononic population group differences

b. National.Food Crop Policy Options

- macroeconcnic linkages with the agricultural sector
- development of international agricultural market linkages

¢. Regional Food Crop Policy Strategies

- ordanization and utilization of prbvincial,regional data
systems

- decentralization concerns

- land use conversion issues

d. Analytical Skills Transfar
- on—jc» training of MOA staff
= inter-ministerial working policy sessions

- workshops, seminars, confereaces
- food crop model expansion, refinement and updating

3,1. Diversification and Commodity Demand Trends

Indonesia has invested in an extensive and high quality series of
national consumer expenditure surveys (SUSENAS) from which
comprehensive data sets are presently available for 1976, 1978,
1980, 1982 and 1984, Survey sample sizes are sufficient to support
investigation of regiocal diffareunces in food consumption and
expenditure patterns$ and for evaluating temporal change hypotheses.
The survey data include detailed information on expenditures and
consunption in relation to the significant changes which have
occurred in relative prices and incomes and in the demographic and
socioceconimic composition of the Indonesian population.

Analysis of food crop diversification will be used by MOA in its
~ intermediate and longer term economic planning to determine the
implications of demographic and sociceconomic changes on food
consumption patterns. This anzlysis will also be applied to assess
secondary crops and livestock feed requirements in response to
changing consumer demazad under alternative policy scenarios.
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Training on modeling exercises will be applied to available SUSENAS
"and time series data with particular attention to commodity
disaggregation, reglons, population socio-demographics, agricultural
food and nonfood uses aud prices cousumption patterns. The food

groups will be defined to provide imput for both agricultural and
nutritional policies.

3.2. National Food Crops Policy Options

National policy models have already been developed for production
and distribution systems of rice and selected food crops. Expansioa
of these modeling systems will improve their value for policy
analysis: CARD will enlarge the systems to differentiate food and
feed crops and to capture GOI's interest in diversification,
including troplcal fruit and vegetables. Seminars and conferences
will be designed to link this analysis to macroeconomic, financial
and trade policies for Indonesia. This will increase Indomesia's
capacity to adjust policies for agriculture and to capture benefits
from changing world market conditioms.

3.3. Regional Food Crops Policy Strategies

The current support for secondary food crops development in
Indonesia raises a nuwber of policy questions that require regiomal
treatment. To add to the regional complexity of secondary food
crops policy, current pricing systems are applied uniforaly country
wide. Impacts of pan-territorial pricing systems for economic
efficiency and growth are izgortant policy concerns and will be the
toplc of CARD-sponsered training sessioms.

As secondary crops become more important and are used more for
livestock feed and industrial processing, the information demands on
provincial officlals for effective participation in regional
development will be increased. A pilot provincial model will be
constructed with the primary objective of providing an analytical
system that will increase the level and quality of local
participation in implementation of diversification strategies,

- regionalization of priorities, and development of more economically
efficient farm/retail pricing structures.

MOA.staff will be trained ia the application of this systea to
policy debates, and in refimecent arnd updating techniques.

3.4. Analytical Skills Transfer

The circumstances in which food crops policy amalysis activities
must be undertaken are continually changing. MOA staff enpaged in
policy analysis require periodic skills upgrading. This policy
assistance activity will assist MOA staff with policy analysis
skills improvement by: (a) providing in-country staff working with
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the MOA on a daily basis; (b) workshops conducted by senior CARD
staff; (c) seminars and conferences with BULGG, BAPPENAS, BIMAS,
Ministry of Trade and Ministry of Industry, and (d) expandlng the
HOA food crop model to include fruit, vegetables, and feed crops.
Research and training requirements for the activity will be b
conducted in Indonesia. Senior CARD staff will conduct periodic
workshops in Indonesia and spend approximately four person-months in
the country. They will jointly supervise the CARD staff in
Indonesia, direct and monitor the four policy assistance activities,
work with MOA representatives in defining the policy analysis
exercises and finally, conduct ard/or supervise the training.

Two CARD staff economists will be posted ia Indonesia for a'period
of 14 months each. In addition there will one-campus staff
economist working seven moaths at CARD on the project and one
half-time computer analyst. The CARD staff economist will also
spend five months in Indonesiaz and the computer analyst three months
to develop the capabilities of the CAER in data processing and
demand systems estimation. Secretarial support will be provided
through the CARD staff at ISU, and in Indonesia by MOA.

Technical assistance and the skills transfer will be an important
responsibility of CARD. Completed policy analysis will be presented
as appropriate, to MOA and USAID. The first priority in the policy
analysis work will be to produce tizmely information for use by the
MOA. Additional analytical reports and papers will be produced as
by-products of the policy systems development, training and policy
analyses. All internal MOA memoranda, project papers and articles
will be produced in Bzhasa Indonesia and English.

Experience in other projects in the Ministry of Agriculture indicates
that the issues for policy znalysis connot be entirely designed
before the project begins. For this reason, the study team will
work with the MOA to fashion a mechznism for responsive and timely
identification of priority policy issues as the study activity
proceeds. Equally, the issues for analysis will be coordinmated with
ongoing activities and priorities estahlished in related projects.

The senior CARD staff will visit Iodonesia on a period basis. During
these visits, discussions will bte held with representatives frono
each of the affiliated institutions as well as with USAID, BAPPENAS,
the Harvard Group and other interested participants in policy
development for the agricultural sector.

dutputs of CARD Policy Assistance

The CARD assistance will provide central support for lomg term policy
analysis, research oo policy alternatives and the development of
information to support policy developtent in the Ministry of Agriculture
(¥0A). CARD will work inm the Bureau of Planning, CAER in Bogor and
Tanaman Pangan. These three units of the Ministry are the primary

locations for policy analysis and development for food crops.
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The CARD research will becoze integrated into the on-going work of- the
MOA related to reglonal specializatiom to capture comparative advantages
and to encourage more profitable crop/soil combinations, diversification
of the food crop base, and novement from.centralized production targets
to more market-driven structures.

Regionalization of the policy analysis is recognized by MOA as an
important shift away from cemtralization. Agricultural policy in
Indonesia is crop-based and historically there is stress on uniformity
of pricing and policy throughout the country. The resultant subsidies
are costly to Indonesia and the expense will continue to grow over '
time. The regional study under CARD will provide more precise evidence
on the costs.and benefits of more economically rationalized policy
alternatives. This information will assist in the on-going dialogue on
policy reforn. The application of these findings will be reinforced
through the training efforts and the seminars and policy session.

The CARD activity will build on and enhance the work initiated by Tabor
in the Directorate of Food Crop Economics. and Douglas Hedley in the
Bureau of Planning. It will substantially strengthen the linkages beizg

developed betwzen MOA units mandated to recommend specific policy
actions. : '

The CARD policy assistance will be used ! policy makers in assessing
food crop diversification, and comparative advantage and specialization
optioas. As the Governrent of Indonesia moves away from nationally
targeted production systens to a wore market directed economy, reliable
regional information will be essential to provide valid data to policy
makers oo the likely outcone of alternative policies. CARD's policy
assistance will be used to demonstrate potential gains from differenmt™

. approaches to regional specialization and de-centralization and to allow

M0A and Ministry of Trade officials to more realistically study
conmodity trade-offs when promoting specific food or feed production
initiatives.

Contractor personnel requirements and responsibilities

5.1. Senior staff (6.25 ccaths)

The 6.25 nonths of senior staff time will be divided between CARD
and Indomesia with four of the months in Indomesia. The senior

" staff will have primary administrative responsibility for the study
activity and be resporsible for: (a) coordination of activities
between study staff and MOA agency staff; (b) design and evaluatioz
of the policy modeling systems; (c) cooperation in selection of

- 1issues for analysis; and (d) organization and presentation of

training workshops in Indonesia. At CARD, the senior staff will
direct the design, application and evaluation of the policy analysis-
and in the conduct of selected policy analysis. These foreign
consultants have the Ph.D. degree in Economics and at least 3 to 5
years experience in design and evaluation, training and
adoinistration. These individuals should have prior experience in
Asia and, if possible, Indonmesia. '
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5.2. Staff Economist #1 (14 wmonths)

This person will work with the MOA Food Crops Directorates and the
Bureau of Planning on the national food crops policy analysis. This
foreign consultant will hold the Ph.D. degree in Economics with ~
experience in macroeconomics and trade analysis and economic model
formulation. This'individual must have prior expérience in Indonesia
with an ability in Bahasa Indonesia of FSI S1/R1.

5.3. Staff Ecomomist #2 (12 months)
This person will work with the Center for Agro Ecomomic Research azd
Bureau of Planning staff and will be responsible for initiating
studies in regional policy options and strategies. This person will
also participate with other study staff in training workshops on
nodel application for Jakarta based and provincial MOA staffs. This
foreign consultant will hold the Ph.D. degree in Economics with
experlence in data base development, economic model formulation and
application and training. This individual should have prior

experience in Indonesia with az ability in Bahasa Indonesia.of FSI
S1/R1. :

5.4. Staff Economist #3 (12 months)

This person will work at CARD znd at CAER on the diversification and
commodity demand trends activity. The person will spend 5 months in
Indonesia primarily at the CAER and will develop the training
materials to be used in workshop sessions and will review and edit
model documentation prepared by other study team members. This
individual will hold the masters degree in Economics and have
appropriate experience with computerized data bases, the formulation
of. econounic models and t..2 development of related training materials.

5.5. Computer Analyst (8 months)

The computer analyst will work at CARD and at CAER in support of the
diversification and commodity dzmand trends and policy modeling work
to assure that adequate computer systems are available to conduct
the analyses. The person will spend three months in Indonesia at
the CAER to adapt data processing and demand systems methods to the
computer systems and train the CAER staff in the use of these
methods. This person will also assist in model documentztion as
regards computer applications. The documentation will also be
prepared in a format that can be used in the training workshops.
This individual will have at least five years experience in SAS
applications and economic model formulation.



5.6. Secretary (12 months)

This person will work at CARD in support of all model documentation,
training materials presentation, budgeting and study contrdct ™

management, Up to six months or supplemental clerical support is
provided in the budget for the CARD staff in Indonesia.:

5.7. Reports

The study directors will submit quarterly and aunual reports to the
appropriate USAID project officer and to the MOA official in charge
of the activity. A detailed work plzn will be provided with the
first quarterly report and updated throughout the study. '



ISU/CARD : Agriculturc Policy Research by Output and Quarterly Activities (IFY)

Attachment 2.0

Activity

1 April 89 - 30 June 89

1 July 99 - 30 Sept. 89

1 Oct. 89 ~ 31 Dec. B9

1 Jan. 90 - 31 Mar. 90

1. National Policy Model
Enhancement

Provincial Policy Model
Development

N
.

3. Diversification and
Commodity Demand Trends

4. World Commodity Market
Outlook

5, Study Work Plan Review

Collaborate with MOA staff
in conducting analyses of
timely policy issues.

. = Update and application of

of DGFC modeling system.

~ Collaborate with MOA staff
in conducting analysis of
provincial policy issues.

~ Development of regional
date systems.

~ Work with pOP and CAER staff

in SUSENAS data acguisition
processing and estimation.

-~ Workshop 1

- Workshop 2

-

Follow-up meetings with 30P,
DGFC, CAER staff.

Continue
Continue

« Extension of macro-
economic linkages;

« Introductions of foreign
commodity linkages.

Continue

- Adoption of national policy
system to a Pilot Province,

~ Collaborate with CAER in
testing and application of
regional demand systems

estimates to provincial model.

SUSENAS data application. (CAER)

Workshop 3: - .

- Progress on national Policy

analysis (DGEC).

- Progress on assessment of food

demand change (CAER).

- Identification of regional
policy issues (BOP).

Continue
Continue

Continue

Continue

Continue

Continue

Workshop 4

wWorkshop 5:

- Progress on national
policy analysis
assistance model.

WOrksﬁoa [

Final report, national food
policy recommendation and
training on demand systems
estimates (CAER).

Workshop 7:

Final report: regional policy

" recommendations and training

on provincial model (BOP).

- Progress on regional food
demand changes and regional
demand systems estimates.

- Progress on tregional policy
analysis support and assessment
of provincial policy model.



Attachment

Provincial Dem-Farm Actions by Output and Quarterly Activities (IFY)
(Propinsi Lampung, Jawa Tinur and Sulawesi Selatan)

Activity

3.

Den—farm Cluster
Activities Initiated

Commodities
Farmer
Provincial

office
vehicles

Hotivator

Farmer Field Days

Training (key farmers;
PPL, village motivator

Special Studies

Supervision/ site visits

Province
District
Rec
Motivator

Monitoring/Evaluation
SFCOP/CTIA
SFCOP/CTTA/USAID .,
USAID Intensive Review
Final Project Evaluation

1 April 89 - 30 June 89 1 July 89 - 30 Sept. 89 ‘1 Oct. 89 - 31 Dec. 89
Lampung - 3 @ 25 ha continue continue continue
Jawa T. = 7 @ 25 ha P
Sulawesi S. — 9 @ 25 ha
ordered/delivered
ordered/delivered
ordered delivered
Selected, Assigned, OJT ‘
Lampung -3
Jawa T. -1
Sulawesi S - 9
Planting season Harvest Scason
Lampung - 3 unit Lampung = 3 unit
Jawa T ~ 7 unit Jawa T. - 7 unit
Sulawesi S. - 9 unit Sulawesi S. = 9 unit
On.site training, special « continue continué céntinuc
courses for all provinces
Selected, assigned, study - studies implemented
teans - seminar on results
) of studies continue
Person visit/Quarter :
_Lpg J.Timur Sul.Sel.
15 13 24 continue continue continue
15 18 24
15 18 24
" full time
Bi-wmonthly visit continue continue continue
1 visit/quarbet continue continue continue
[) .
1 week/province . ’

1 Jan. 90 - 31 Mar.



Attachment 2,1.b

Recommended Alternative Cropping Patterns by Season and Ecological Land types (Propinsi Lampung, Jawa Tengah and Sulawesi Selatan)

1. Lampung
= upland
- rainfed area

-~ irrigated land

2, Jawa Timur
= upland
- rainfed area
= irrigated land
3. South Sulauesi
= upland
- rainfed area

- frrigated land

Marengan (Early Dry Season)

1 April 89 =30 June 89

corn/cassava/grain legume

corn/vegetable/ cassava
grain legune

paddy/vegetable/corn/legune

corn/cassava

corn/ sweet potato/legumes/
cassava
paddy/corn/ sweet potatos

corn/ sorghun/cassava/
vegetable
corn/grain legumes

Kemarau (Dry Scason)
I July 89 - 30 Sept. BY

cassava/corn/ soybean
cassava/cowpea/iyon's bean

vegetable/sweet potato/
mung bean

cassava

cassava/ sorghun/ coupea

grain legumes/corn/paddy

sorghum/ cowpea

cassava/sorghun/grain
legumes

Labuhan (Early Ralny Season)

I Oct. 89 - 31 Dec. 89

corn/ sweet potato/dry rice
paddy/gora .

paddy/gora

corn/dry rice/sweet potato/
grain legume
paddy

corn/paddy/erain legumes

corn/paddy/ soybean/peanut
paddy/gora

* GSora, jogoranca: a flooded dry rice cropping system by direct sowing of rice on rows on a prepared dry, flat land,

just before the 1lst rainfall. After the so%l is adequately wetted (1lst ten days of rain), the levees are closed in order to

3row the crop on a wct paddy fashion during the rainy season.

APD:dTajibirh:2/24/89
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Rendengan (Rainy Season)

1 Jan. 99 - 31 Har. 90
gora*/corn/ cassava/ peanut
paddy/gora/grain legumes/

cassava
paddy/vegetable/gora/corn

dry rice/grain legumes/ sweet
potato/red pepper
gora/paddy

paddy/corn

paddy/soybean/ cassava

paddy/corn/ swect potato



3FCnR:

Attachment 2.2.a

Provincial Dem~Farm Actiens by Cutput and Quarterly Activitles (JIFY)

(Propinsi Sumatra Barat, NIB, NIT)

Activity

1 April 89:~ 30 .June 89

1 July 89 - 30 Sept. 89

1 Oct. 89 = 31 Dec. 89 1 Jan. 90 -~ 31 Mar. 90

o

Dem-Farm Cluster
Activities initiated

Commodities
Farmer
Provincial

office
vehicles

Motivator

Farmer Field Days

Training (key farmers,:
PPL, village motlvator

Special studies

Supervision/site visits

province
district
rec
motivator

Monitoring/Evaluation
SFCOP/CTTA
3FCOP/CTTA/USAID
USAID Intensive Review
Final Project Evaluation

Sum.Bar, - 2 @ 25 ha
NTB - 2@ 25 ha
NTT - 10 @5 ha
ordered/delivered
ordered/delivered
ordered

Selected, assigned, 0.J.T.

Sum.Bar. - 2

NTB -2

NIT - 10
Planting Season

Sum.Bar -~ 2 unit

N1B - 2 unit

NIT - 10 unit

On. . site training
speclal courses for all

provinces

Selected, aésigned study
teans

person visit/quarter:
Sum.Bar NTB NTT

15 15 15

20 15 15

15 15 15
full time

Bi-monthly visit
1 visit/quarter

continue

delivered

continue

Studies implemented
seminar on results of

studies

continue

continue
continue

continue continue
Harvest Season

Sum.Bar. - 2 unit

NT3 - 2 unit

NIT = 10 unit
continue continue
continue -
cont inue continue
continue continue
continue continue

1 week/province “



Recommended Alternative Cropping Patterns by Season and Ecological Land types (NTB and NTT)*

Marengan {Early Dry Season)
“(April ~ June)

Kemarau (Dry Season)

Labuhan (Early Rainy Season)

(July - Sept.)

{Oct. ~ Dec.)

Attachment 2.2,b

andengan (Rainy Season)

{Jan. - Mar.)

- upland corn/ tomato or cabbage/grain
legumes/sweet potato

- rainfed corn/pulses/ sweet potato

= irrigated land . -

= upland pulses/cassava

- rainfed area legumes/ corn

~ irrigated land -

* Cropping Pattern alternatives for West Sumatra Demfarns clusters being experimented through fleld trials in cooperation
with Sukarami Research Institute for Food Crops (SARIF)

rd

cassava/ corn/ sweet potato

pulses

cassava

coro/ dry rice/ onion/peanut/
tobacco/ cowpeas

paddy/gora

corn/dry rice

gora/paddy

corn/dry ricel/ chinese
cabbage/sweet potato

goral.corn

dry rice

gota/ legumes

-



SFCOR:

Central Office Dem-Farm Actions by Output and Quarterly Activities (IFY)

Attachment 2.3

Activicy

1 April 89 - 30 June 89 1 July 89 - 30 Sept. 89

1 Oct. 89 - 31 Dec. 89

1 Jan. 90 - 31 Mar. 90

1.

Central Office supplies
(computer, photo copy,
overhead projector, etc.)

Baseline studies in HTB,

_NTT, West Sumatra

Monitoring and Evaluation
(AID/S7 CDP/CTTA)

Training (short term)

dorkshop/Technical Heeting:
(CTTA Team) .
(Central Office, province
pro}ect management unit,
AID/CITA)

Special studies

Final Evaluation

delivered

seninar on outcome of
baseline studies

studies contracted with
the local universities
(Andalas, Mataram, Cendana)

25 person trip per quarter continue

to all project proviaces

- overseas 5 person selected
EL Intensive course commences

= in-country special training
(econ. analysis, m.i.s.
agronomic/ techn. diffusion &
“communication, etc.)

- SFCOP Workshop/
Technical ieeting
Director's’ Intensive Raview

4
Y

assigned/ selected/ initiated continue

studies

continye

sepinar on results of
special studies

final evaluation by an

independent evaluation team.

continue

Final aports



CITA: Contract/Project Actions by Qutput and Quarterly Activitieg (IFY)

Attachment 2.4

Activity

1 April 89 - 30 June 89

1 July 89 - 30 Sept. 89

1 Oct. 89 - 31 Dec. 89

1 Jan. 90 - 31 ¥ar. 90

Assistance to Baseline
Studies (Brown, Hilton)

Conmaunication Pilot

Training assistance

(Altemeier, Brown,
Hangan, Hilton)

Special studies

Final report
{CITA Team)

Final Project Evaluation
- (I'hird Team)

UNRAM (Univ. Mataram)
(Mataram, NT3)

UNAND (Univ. Andalas)
(Padang, Sum.Bar.)

UNCEN (Univ. Cendana)
(Kupang, NIT)

Radio, video, foto-novel

poster, work calendar
produced

Assigned/selected motivators,

training commences;

special training starcted:

computer, econ. analyaiis,
English language, kelompen
capir (viewers listener group)

etc.

- = assigned/selected study teaams

- studies commences

Seminar on outcome of
Baseline studies

continue

Gov't staffing training

(Aug) (HMangan, Hilton)

continue

continue

ongoing radio program
ra-evaluation of commu-—
nication activities in
?roject provinzes (AID/
3¢COP Committee)

continue

seminars on result of
studies

preparation of final
report

final evaluation

continue dissemination
replication of approved
communication activities

final report

final reports

senifar on final report
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GOVERMNMENT OF INDONESIA FISCAL YEAR

CURRENCY EQUIVALENTS

Currency Unit = Rupiah
Us$1.00 = Rupiah (Rp) 1,640
Rp 1 million = US$609.76

WEIGHTS AND MEASURES

AAETE

AARD
ADAB
AXO

AHP

AIC

AUP

BAE
BAPPENAS

BIMAS

BEMUC
BRI
BUUD

BULOG
Bupati
Cipta Karya
DGE

DGF

DGFCA

DGL

Diklat APP

Dinas I/II
DIP
FXPP-I

FKPP-1I

Gotong~-royong

ICB
INMUYM
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GLOSSARY AND ABBREVIATIONS

. Agency,for‘Agricultural;Educatiou, Training, and Extension

(BAE)

Agency for Agricultural Research and Development
Australian Development Assistamce Bureau

Animal Health Officer

Animal Health Post

Agricultural Inforzation Center

Akadeni Usaha Perikanman - Fishery Business College

Bursau of Agricultural Extension (AAETE)

Badan Perencanaan Pembangunan Nasional -— National
Development Planning’Agency ° ‘
Bimbingan Massal -~ mass guldance: a system for organizing
agricultural extension activities accomparied by provision
of production input packages and credit in order to
increase agricultural production through the
intensification of secondary rice crops, horticulture,

(x4

- livestock, fisherles, and estate crops and thus improve the

welfare of farmers and their families

Bendzharawan Pemegang Uang Muka Cabang —- reglonal treasurar
Bank Rakyat Indonesia —-- People's Bank of Indonesia

Badan Usaha Unit Desa —— Village Unit Cooperative (not
incorporated)

Badan Urusan Logistik -- National Logistic Board

District Administrative Head

Directorate General for Buildings aand Urban Developmeat
Directorate General of Estates

Directorate General of Fisheries

Directorate General of Food Crops Agriculture

Directorate Genmeral of Livestock

Pendidikan dan Latihaa Ahli Penyuluhan Pertaniaa ——
Education and Training for Agricultural Extension Specialist
Provincial/district services

Daftar Isian Proyek —— approved GOI budget

Forum Koordinasi Penyuluhan Pertanian Tingkat I -- Forua

for Agricultural Extension Coordinatiom, proviacial level
Forum Koordinasi. Peayuluhan Pertanian Tingkat II -- Forua
for Agricultural Extension Coordinatiom, Kabupataan leval
Community working together without pay

International competitive bidding

Intensifikasi Umuam -- general intensification
Intensifikasi Khusus —=- special intensification



IPB

ISTC

Kabupaten

KAKADEP
KABUPATEN

KARANWIL

KANWIL
KERN

KUD

LC3
Maphalus
MoA

HOT

MOC
NCAE
NFCEP
NES

NAEP 1I
Palawija
PIR

PIU

. MU

PPL
PPH

BPS
PPUP

PTP

PUMC

Pusat

REC’

- REPELITA IV
SATGAS

SOE
SPHB

Subak
T&YV
UKB

UNDP/DICP

UPP

VAT
VU
WKBPP
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Institut Pertanian, Bogor —- Bogor Agricultural University
In-sarvice training center

District administrative area

Kepala Kantor Departemen Kabupaten -— Head of Mianistry of
Agriculture's representative, district level,

Kepala Kantor Wilayah —— Head of Regional Office, Minister
of Agriculture's reprasentative, provincial level

Kaator Wilzrwah -- Regionzl Q0ffice, provincial level

Kooisi Penyuluhan Pertanian Nasional -- National Commission
for Agricultural Extension (NCAE)

Koperasi Ucit Desa —-- Village Unit Cooperative

Local competitive bidding

Movenent. for food salf-suificiency in.North Sulawesi

Ministry of Agriculture (Departemen Pertanian)

Ministry of Transmigration (Departemen Transmigrasi)
Miznistry of Cooperatives (Departzmea Koperasi)

National Cozmission for Agriculturzl Extensioa (KPPN)
National Food Crop Extension Project (Loan 1267-IND)
Nucleus Estate and Smallholders Project

National Agzicultural Extension Project II (Credit 996-IND) .
Secondary food crops, food crops other thanm rice
Perkebunan Inti Rakyat == GOI-finznced Nucleus Estate and
Smallholder Project

Project Implementation Unit

Project Management Unit

Panyuluh Pertanian Lapangan —- field extension worker
Penyuluh Pertanian Madya —— semior field worker at REC,
recently rasnamed as PPUP

Penyuluh. Pertanian Spesialis -~ subject matter specialist
Peavuiuh Pertanian Urusan Prograza — agricultural
extension programmer at REC

Parseroan Terbatas -Perkebunan -- Govermment's Estate
Enterprise :

Pemegang Uang Muka Cabang =- regional treasurer
Headquartars, center

Rural Exteasion Ceanter

Fourth Five-Year Plan, 1984-1989

Satuan Tugas —— Task Force of Livestock Services (animal
health, extension, and husbandry workers)

Statezent of Expenditures

Sekreraris Pelaksana Harian BIMAS -- BIMAS daily executive
unit

Water User Association in Bali

Training and Visit -- a system of agricultural extension
Uang Kerja Bimbingan — funds for extemsion work (a
subheading in budget tables) _

United Nations Development Programme/Development Training

and Communication Planning -- a regional support progranm
based in Baungkok
Unit Pelaksana Project -- Project Management Units of

Estate Crop Department at field level
Value~added tax

Village Unit

REC geographical working area
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I. BACKGROUND

A. The Status of Agricultural Extension in Indonesia

1.01 Before 1974 each Directorate Genmeral within the Ministry of

. Agriculture had its own extension service. Some of the Directorates Generzal,

such as Food Crops (DGFCA), had their own Directorates of Extension but other
Directorates Genaral combined production and extension functions under one
Directorate. With the establishment. of the Agency for Agricultural Education
Training and Extension (AAETE) in 1974, all Directorates of Extension at the
national level wera disbanded, with some of their personnel transferring to
AAETE. With the exception of the provincial food crop agricultural sarvices,
extension bureaus within the provincial agricultural departments of other
subsectors were also disbanded. However, the food crop f£ield exteasion
workers (PPL) and subject matter specialists (PPS) recruited under the
centrally funded BIMAS program for rice production were not transferred to
AAFTE, but continued to remain administratively under the BIMAS directing
board and technically under DGFCA. The Director General of Food Crops, who
was the Secretary of BIMAS, thus had a large contingent of extension workers.

1.02 Without a central funding source equivalent to BIMAS, the other
Directorates Geaeral, unlike DGFCA, did not have PPLs, PPUPs, and PPSs, aad
consequently nardly any extension activity for smallholders. They mazinteined
their development operations by hiring field technicians using specific
project budgets, restricting extension work:for nonfood crop subsectors to
special target areas. Swmallholder activity in the other subsectors is
primarily a matter of establishing and maintaining long-lived capitazl assets,
such as stands of tree crops, animal herds, and fish stock. Field work in
these subsectors thus typically concentrates on assisting small loczlized
nunbers of farmars to establish those assets (e.g., via rubber and cocozut
replanting prograams), involves a considerable amount of credit or graat
finance per farmer, and often entails stationing field staff at physical
facilities (e.g., latex and copra processing centers, sugar factories, tobacco
parns, and demornstration fish ponds). Stzff so stationed are unaveilable to ., ,.
neet farmers regularly and are unable to maintain close contact with then
other than for cradit recovery pucposes after the establishament phase. The
status of extamnsion services in the nonfood crops is desczibed below. T e
1.03 Estate Csops Extension Service. In NES, PIR, and PMU areas, which
cover about 30% of the area under estate crops, extension sarvices are baing
provided alongside the provision of imputs, credit, and in some cases
processing and marketing. Extension advice is continued when smallholdars
obtain title to their own plots. PTPs are currently in the process of
devising more comprehensive programs to oversee for a period of up to 25 years
from crop establishment. Typically, PIPs providing extension and input
services to smallholders have an average of 1 extension officer for evary
250-300 families. Smallholders on the 70% of the estate crop area that is /
outside NES, PIR, and PMU areas reczive little extension service. -

1.04 Livestock Extension Services, The Directorate General of Livestock
(DGL) has established Units of Technical Management (UPT) in the provinces to
provide seed, fodder, and breeding stock; artificial insemination; disease
investigation; and quarantine services. At the district level, DGL field
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services are organized by field supervisors, at the subdistrict level by
mantris or assistant field livestock officers (AFLO). An average of 1 AFLO is-
available for every 10-15 villages and 10 AFLO for a typical district with
100-150 villages. Most field time is speat on veterinary tasks, little
attention being paid to livestock production, and coatact with farmers ig
generally poor because of lack of an adequate number of village level
extension workers. Under a livestock project being funded by the ‘
International Fund for Agricultural Development (IFAD), PMU staff have been
organized into provincial level task forces (SATGAS) in the stock procurement
areas, and into subdistrict level task forces (SATGAS) in distribution areas.
In addition to organizing project and credit activities, thesa SATGAS'provide
livestock services (extecsion and animal health services) to project
beneficiaries. ST T LT T T . A

1.05 Fishery Exteunsion Service. The Directorate General of Fisheries
(DGF) has established (a) a Brackish Water Aquaculture Development Center at
Jepara, (b) a Freshwatar Aquaculture Development Centar at Sukabumi, (¢) a i

Marine Fishery Developzent Center at Semarang, (d) a Fishery Product e.

Development and Quality Control Centar at Jakarta, and (e) a Marine
Aquaculture Development Center at Lampung for adaptive research, training, and
preparation of extension materials. To strengthen the work of the provincial
governments in conducting extension activities, the centars have established
.specialized extension develobment units in a few provinces. These extension
development units are respoasible for field trials, demonstrations of fishing
methods and techniques, £ish culture training of extension vorkers, contact
with fishermen and fishk-Zarmers, and the supervision and monitoring of '
extension activities. However, due to aa inadequate number of field extension
workers, and a lack of a systematic zpproach, appropriate extension messages
do not reach most of the fishermen.

B. Bank Group Involvemeat in Agricultu-al Extension

The National Food Crop Extansion Project (NFCEP)

1.06 The Bank's involvement in assisting the improvement of field
extension services for food crops began with extecsion components in
irrigation projects, whezeby a version of the training and visit system of
extension }j was progressively introduced in irrigation command areas. In
view of the large role-that agriculture plays iz the Indonesian economy and

' the relatively low productivity of food crops, tree crops, aquaculture, and
animal husbandry, GOI sought the Bank's assistance at about the same time that

TE was created to-.expand and improve its extension services. There ware

two alternatives: either to have separate extension projects under each
Directorate General, or to unify the extension services under AAETE., After’
considerable deliberation, GOI decided at that time that, while creation of a
unified extension service under AAETE was a desirable goal, a major

1/ This system is described in detail in a Bank publication entitled @
"Agricultural Extension: The Training and Visit System,” by Daniel
Benor, James Q. Harrison, and M. Baxter (1984).
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- reorganization would seriously disrupt the program for increasing rice
production. Consequectly, the Govermment chose to focus on improving and
rationalizing the extension services under the DGFCA. In 1976 the Bank
approved the Natiomal Food Crop Extension Project (NFCEP: Loan 1267-IND) undar
the DGFCA; it originally covered nine provinces and was later extended to an
additlonal four provinces.

1.07 Under the NFCEP the link of the food crop extension service with the
BIMAS program was preserved, but NFCEP deviated from the BIMAS program in
several positive ways: (a) extension services were provided to all farmers,
not only to BIMAS participants, in advance of other components of the BIMAS
package in the project area; (b) agricultural extension programmers (PPUPs)i
were created and additional PPSs were recruited under the project, although
the salaries of PPLs, PPUPs, and PPSs weare paid through the BIMAS budset; (c)
Rural Extension Canters were craated, the basic modules around which the
extension service was built; each REC'serviced 15,000-25,000 farm families and
was staffed with 2 PPUPs covering 10-12 PPLs; and (d) the training and visit
system of agricultural extension was introduced.

Second National Agricultural Extension PrOJect (¥azp II)

1.08 As. the NFCEP was operating well in the 13 project provinces =nd parts
of Lampung, areas that include nearly 80% of the farm population of Iadonasia,
demand grew for other provinces to be covered. Moreover, it was felt that the
time had arrived to introduce, selectively and in phase, exteansion inforzmation
for nonfood crops and smallholder livestock and fisheries, in areas whers
those activities provide major components of farmers' incomes. Thils step was
considered important both to ef‘ectively utilize the information delivery
system al‘eady developed for food crops, and to improve the effectiveness of
food crop extension. The Bank approved the Second Natiomal Agricultural
Extension Project (Cr. 996-IND) in 1980 with the principal objectives of (z)
strengthening food crop extension services in a further group of 13 provinces
not covered by NFCEP; (b) establishing an integrated extension service for
transmigration acesas; and (c) incorporating extension activities for
smallholder estate crops, animal husbandry, and inland fish culture into the
basic extension program and delivery system heretofore exclusively utilizad
for food crops. ' ’

1.09 NAEP II had been managed at the national level by the NFCEP project
unit under the jurisdiction of the DGFCA, pending completion of an
organizational study aimed at examining ways of unifying agricultural
extension services under AAETE's coordination. All PPLs, PPUPs, and PPSs nave
been paid through the BIMAS budget. The RECs have been constructed through
the provincial and district food crop services, mostly in predominantly food
crop areas, and have been controlled and maintained by the DGECA.

1/ Prior to 1987, PPUPs were known as PPMs.



Experience with Past Lending

1.10 The agricultural extension services, especilally the food crop
extenslon service, has been considerably strengthened under the above
projects. Comparad to 3,960 PPLs, no PPUPs, and 179 PPSs at the begimning of
NFCEP (early 1976), the nuzbers have increased to 22,162 PPLs (including PPUP)
and 796 PPSs at the beginning of 1986. There are now approximately two PPUPs
in each REC and two PPSs in each district. Uander the 2 projects, 1,402 RECs
had been constructed or rzhabilitated mainly in lowland rice areas and in soma
transaigration areas. .All RECs have been provided with furaiture and
equipment and vehicles have been purchased. In-service training has beea
provided to about 26,000 extension personnel and overssas training to about
400 persons. Both the projects thus far have extendad rainly informatiom on
rice, with lianited attention paid to fruit, vegetables, and secondary CTOpS.
The zmajor agricultural impact of the project has bsen its remarkable success
in combating the severe attacks of brown plant hoppar in the main rice areas
during 1976-77. Ia the years following the outbreak, the expanded corps of
field workers has promoted a shift by hundreds of thousaads of small farmers
to racently released resistant rice varieties and increased usage of
fertilizers and effectivas insecticides. Although the extension service aloae
cannot claiz all the ecredit, it has contributed siganificantly to the increase
in rice production from about 13 million tons ia 1976 to about 26 million toms

in 1985. ) : .

1.11 Although one of the objectives of NASP II was to strengthen extension
services for estate crops, livestock, and fisherles, these services still
remair weak. At the beginning of 1986, there were 6,075 PPLs + PPUPs and 29
PPSs in estzte crops, 2,170 PPLs + PPUPs and 153 PPSs in livestock, and 1,698
PELs + PPUPs aad 193 PPSs in fisheries extension services. The DGs other than
DG Food Crops could not create additiomnal positions for extension officers out
of BIMAS funds as there was no national policy to that effect, and therefore
had to remzia content with the few positions they could create out of specifiic
project funés. These three DGs were, in effect, oparatiag outside the purview
of NAEP II., Very few of these extensioa staif recaived acy training, and they
speat a disproportionate amount of their time in ragulatory, licensing, acnd
data collection work rather than in disseminating extansion information.

1.12 Paztly as a result of the above shortcomizgs, considerable discussion
has taken place over the past years regarding appropriate measures to unify
the extension services. In a national workshop on the subject in 1982, at
which all D3s and AAETE participated, two important decisions were taken as
steps toward unification: (2) the name of the RECs was changed to refer to the
Ministry of Agriculture (rather than DG Food Crops), and RECs were offered to
all DGs to be used as focal points for extension; and (o) DGs were requested
to use, as far as possible, the natioawide network of farmer groups organized
by the food crop extension service. However, the DGs of Estate Crops,
Livestock, and Fisheries showed little inclination to use the existing network
of RECs as bases for their respective extension services for two main

reasons. First, most of the RECs were managed and controlled by DGFCA and
were thus not perceived as a joint facility., Second, there were few RECs in
remote geogcaphical areas where estate crops, livestock, and fishery
activities are concentrated.
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1.13 Government has recognized that the structural and functional
divisions in the extension organization, as they existed until 1983, hava been
causing operational inefficiencies. At the field level it was difficult to
integrate the extension function for all crops in a system dominated by the
food crops extension infrastructure. There has also been a mismatch between
demand for training of extension staff under the DGs and AAETE's capability to
meet that demand.. The effectiveness of the Agricultural Information Centers,
under ALETE, has been impaired by the structural separation of producers/
dissezizators and users of informatioan. The lin%kage between research and
extension is also weakened -by the splintered extension apparatus.

1.14 To address these institutional weaknesses, the Goveroment made the
followiag changes ia the latter part of 1983 and early 1984: : -

(a) AAETE. By a Ministerial Decrze issued in 1984, AAETE was given
overall responsibility for coordinating extension at the
national level and foramulating extension policies and
nethodology. Consequently, management of NAEP II, which
supports the extension activities of all subsectors, was
transferred from the DGFCA to AAETE oa April 16, 1984, 1ew
coordination forums at the national, provincial, and district
levels were established by Ministerial Decree No. 482 issued
July 3, 1985. o L

(b) Directorates General. Realizing the contribution of the food
crop extensioa service to rice production and the intimate
relation between exteasion and production, GOI, under
Presidential Decree No. 24/1983, created Directorates of
Extension under all four Directorates Gemeral. At the same
time, AAETE retained its Bureau of Extension. The Directorates
of Extensi -1 are responsible for exerting technical and
operationai control over the extension staff and formulating
extension programs to f£it the needs of specific commodity '
production programs (Charts 4a and 4b), while the Bureau of
Extension of AAETE 1s responsible for carrying out studies for
improving the extension program, methods, and formulation of
extension methodology and policies (Chart 5).

(c) BIMAS Directing Board. The BIMAS Directing Board Secretariat is
responsible for administering the agricultural extansion
personnel of all subsectors and for synchronmizing provision of
inputs, credit, marketing, and cooperative developmeat. In
pursuance of the Minister of Agriculture Decree Wo. 143/K2®TS/
LP.400/31/1985, handover of the extension persomnnel from DGs and
AAETE to BIMAS was completed by March 31, 1986. BIMAS is also
responsible for administrative control of RECs coastructed by
"'DGFCA which have not been handed over to local government.

1.15 The transfer of NAEP II from DGFCA to AAETE caused some probleas in
inplezentation. Between Dacember 1983 and April 1984, all project activities
were practically at a standstill. The Project Director, five out of six
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Assistant Directors, and several juaior officers of the project unit
transferzed to the ofiices of the Directors Geaneral and BIMAS. AAZTE
appointad’ a new Project Director and £illed some of the vacancies, but it took
the new project management some time to come to grips with the situation. The
new manzgameant of NAEP II had to evolve differasnt procedures for
impleaentstion of civil works to fulfill the requirement of new deccsss.
_Considerzdle time was spent collecting the supporting documents for
applicatioas for withdrawal from the ofiices of KANWIL of Agriculture, through
whoa ¢ivii works were earlier ilmplementad by the DGFCA. Some additiozal RICs
in nonfcod crop areas are being coustructed ia line with the new policy of
strengthaniag extension services of other subsectors. All physical activities
wera cocpiztad by June 1987, about 15 months benind schedule. An additional
component to conduct Intagrated Pest Management Training for staff and farmers
in all provinces to coambat increased thresat from brown plant hopper was
carried out between Jzauary and Juce 1987. Waen the credit closed on
Septamber 30, 1987, alaost all the credit funds had been fully utilizas

-t

C. The NAZ? III Project and Ratiomale for Reforamulaticn

1.15 . 7Ihe NaEP III project was designed to strangthen extensioa sa=vicas
covering estate crops, livestock and fishery activities, in additiomn to food
and horticultural crops, in all provinces through provision for an izcseass of
10,000 aiditional trained extansion personnel, and the comnstruction of 400
additiozzi RECs in areas not -covered by earlier projects. The project also
provided zdditiomal vehicles and equipmeat, limited extension workar housing,
traiazing, and technical assistance. It plaaned to rationalize the ext=zasion
service ty integrating the PPLs, PPUPs, and PPSs of subsectoral extanslon
services Into one unified extension service.

1.17 Although the project becazme effective in Qctober of 1986, it was
agreed tazt it would not start activities until the 1987/88 GOI financial year
because azple funds remained in NAEP II. However, when the year begza,
Indonesia's economic position made it extremely difficult for the Goverameat
to proviie sufficient funds for existing RSCs to operate effectively, wnich
called ia question the rationale for furthar expansion of the servics.
Furtherzore, inadequate funds in each of the four agricultural sezvices at
provincizl level, and GOL's inability to allocate them any funds to provide
thelr tachnical input from project sources, made these services both raluctant
and often unable to support their commodity programs at the REC level, this
undermiaed the whole philosophy of providing an effective unified sezvice.
Finally, although the forum comaittees at FXPP level were meeting, thers was
no explicit single line of responsibility and thus no way to easure that their
deliberations were translated into action. These management and
organizational weaknesses had been fully documented in a four-month study
under NAE? II conducted during the October 1986-March 1987 period by a tean of
consultants from Pusat Pengembangan Agribisnis. Therefore it was agreed that
the project would be reformulated to address these issues of finance,
management, and organization. )

1.18 Methodology for Reformulation. Following a meeting of the K2PN, two

teans were set up comprising staff from each of the agencies concerned aund the

Ministry of Home Affairs to review both the financial issues and those
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concerning organization. and management. The problems were reviewed in detail
in three provinces - East Java, Riau, and East Nusa Tenggara — and the teanms
reported back to the KPPN, which in subsequent discussions with Bank staff
agreed on a way to resolve these issues.

1I. Develqpment of a More Effective Agricultural Extension Organization

A. ‘Resolution of Key Issues

2.01 - The three key  issues that requlred attention during reformulation can
‘be summarized as follows:

“ (a) = Insufficient ‘funds in the 1987/88 budget to operate the existing
extension service effectively;

(b) The lack of a single line of command, which weakened
implementation: extension programs were approved in the
extension forum committees (FKPP I and II), but no single
individual was charged with carrying them out; and

(c¢) Weak coordination - although extension activities involved six
" agencies in the Ministry, the project only directly provided
funds for one of them, AAETE, and consequently the four
Directorates Gemeral and BIMAS Directing Board and their

agricultural services in the provinces did not feel sufficiently
involved.

2.02 Finance. During reformulation, an assurance was given by GOI that
funds would be provided in the development budget for the effective operati:n
of extension, and that in 1988/89 and thereafter at least as much funding as .
. set for this year would be provided. As 11, 000 staff now classified as
honoraria and paid from the development budget would become civil servants and
receive salaries in 1988/89 from the routine budget, the whole sum currently

used to pay them would become available to raise present inadequate levels of "

funding for each REC to an acceptable level (see Para 3. 04)

2.03 ~ Line of Command. A single line of responsible officers (see chart 6)
would be set up to oversee effective extension delivery. At the provincial
level, the Head of the Extension, Education, and Training Division in the
KANWIL office would be made _responsible for overseeing and reporting to the
FKPP I on ‘the implementation of all decisions reached there on the conduct of
the extension program, under the overall direction of the KAKANWIL and act, in
effect, as the Provincial Extension’ Officerif LAt the district “level, the

Secretary of the BIMAS District Executive Unit would carry ‘out .the “same role .-

-'vis-a—vis the FKPP II under the overall direction of the Head oflthe BIMAS

'ly It should be noted that the terns “Provincial and 7District Extension Sl

Officer” used here reflect the activ1ty of edch of the two people -
'concerned and do not’ imply a ‘new official orvanizatiOn-";*i e
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2.04 Coordination. This structure would be further strengthened, in
addition to the provision of Para 2.02 above, by having all four
copmodity-based Directorates General and the four Dinas at the provinmcial
level involved in the project via the provision of specific project funds for
them to carry out their agreed technical support and supervisory role. Each
province would have a sub-PIU in the KANWIL; the sub-PIU manager (Kuasa
Pimpro) would be the Head of the Extension, Education, and Training Division
in the KANWIL office. -  Funds for project activities would flow through that
office to each of the participating agencies in the province.

2.05 These three key changes, which are essential for the NAEP III Project
to be implemented effectively, would be supplemented by further adjustments in
dpproach and ‘organization to meet the ‘new economic realities, and ‘for the need
to support an expanded program of agricultural diversification in Repelita V.
This would require a shift from a largely commodity-oriented approach towards
a strategy that would maximize farm incomes and employment and promote crop
diversification based on mavket signals.

B.  Proposed Changes in Approach

Improved Technical Recommendations

2.06 The strategy for maximizing farm income and employment will require
the development of more location-specific technical recommendations. These
would be based on production potential assessed omn a geographic regional basis
within a matrix identifying each region's varyling agro-ecological zones. The
smallest building block for planning purposes should be the REC working area
(WKBPP), with the REC becoming the unit for aggregating human and matural
resource potential. The data derived from this methodology could be further
aggregated as a basis for district and provincial plans, which to be effective
would require provinces to organize adequate_support from AARD research staff
into the training of PPSs and assisting with the development of location-
specific recommendations. AARD research stations should then have not only a
national mandate, but also a reglonal one to meet the needs of farmers in the
provinces in or near which stations are located. Research findings are
reviewed by agricultural Dinas staff at provinclal level and after approval
are adapted by PPS into recommendations for farmers.

Emphasis ‘oo an Educational Approach to Extension

2.07 This strateoy also implies a bottom—up planning approach with more’
. choices or alternatives provided to farmers taking into account the national
~ and regional strategy focusing on. food. self-sufficiency. The new focus of
'such an “educational approach should provide farmers with relevant technical

and financial information on various enterprises .suitable for. their.,k,;
agro-ecological zone.;rThey can. then choose ‘in ‘accordance with Jrelative .
profitability, ‘isk’ assessment,nmanagementvrequirements, -and ; their,own
pers naliinclination.a It will‘of .course . require more location~specific -
research »the production of farm management :handbooks on ‘the’ relative costs Ll
'7and ‘returns. _to investing in’ varying enterprises,'better market intelligence,
fJLand improved dccess_to; institutional credit. ' -Thus much closer liaison between
.., PPS and research staff from AARD is needed on the one hand and between ‘staff
i lfrom” the economics and marketing departments of each Directorate General
(foodcrops, estate crops, livestock and fisheries) on the other.

BEST AVAILABLE COPY
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Stratification of Farmers into Sub-Groups

2.08 The new approach would also show more sensitivity to the needs of
farmers with different resources by stratifying types of farmers within farzer
groups and developing varying recommendations for each of them. A present
problem is that the large mass of poorer farmers cannot copy the lead given by
farmer leaders (Kontak Tani) and other progressive farmers. Since faramer
leaders and progressive farmers often have more resources than many of their
peers, risks are usually too great for smaller-scale, resource—-poor farmers to
follow their example (this also pertains to households largely dependent on
off-farm income where the wife is left to run the farm). Farmer groups need
to select from within their number additiomal farmers who are representative

"~ of such householders and those salected should demonstrate specially preparad
risk~averse programs more suited to their stage of development for other
similar farmers in their subgroups. Some farmer groups already select
different farmers with varying expertise to be their specialists on particular
types of crop or livestock entarprises so it is they who attend the relevaant
skill course. This is now becoming acceptzd as general policy in farmer group
" devalopmeat. The whole approach is one of partnership between the extension
worker and the farmer, with farmers gradually bacoaing nmore self-reliant.

They will also have a larger say in the ruaning of their local REC, and may
even contribute to its upkeep or improvemeat. A special study will be carried
out under the project to improve the methods of working with farmer groups,
and produce new policy guidelines for review and subsequent implementation by
the NCAE (Para. 4.23b).

Improved Agricultural Processing and Marketing

2.09 Increasing incomes and employment in rural areas will require that
much more attention be given to agricultural processing and marketing. Value
should be added to produce at the faram level by improving quality, gradiag,

and packaging or further processing. This will require improved ideantification
of market quality requirements, better knowledge of appropriate seasomal
timing, and review of existing regulations and incentives that would require
closer liaison with the Ministries of Trade and Industry. This has obvious
implications for the training program for both staff and farmers under the
project, and of coordination with other Ministries concernmed with
agro-industry and marketing.

C. Improved Operations of the Nationmal, Provincial, and
Local Level Institutions

Strengthening National Level Technical Support

2.10 The technical support functions of each of the national bodies
(AAETE, the four subsector Director Gemerals, and BIMAS) would be strengthened
in respect of development of materials and methods for extension and training,
the conduct of courses at national institutes for PPSs, supervision, and
monitoring and evaluation. The Agricultural National Training Center at Ciawi
(coordinated by AAETE), the DG Fisheries' five fishery centers at Semarang,
Jepara, Sukabumi, Jakarta, and Lampung, DGE's two estate crop centers at
Yogyakarta and Medan, and other training centers under the Ministry of .
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Reviewing Extension Methodologies

2.14 AAETE has the mandate to review extension methodologies and, as pa:t
of its monitoring activity, will review progress on all donor or GOI projects
that have significant exteasion componmeats (Para. 6.22). The agency can then
keen abreast of new cost-efiective initiatives that could help improve the
overall natinnal extension approach, or improve extension in a specific
agro-ecological zone.

III. FINAMCING OF AGRICULTURAL EXTENSION SERVICES

A. Methods of Funding

3.01 The agricultural extension services in Indomesia are carried out by
vatious agencies within the Ministry of Agriculture. Ino addition, the loczl
government (provincial and kabupatea) is also responsible for a certazia part
of the organization and management of the Dinas. Accordingly, fundiag of
agricultural extension services is chanreled through different agencles.

ETZ is the responsible agency for the ovarall conduct of agricultu:zal
extension, mainly for the policy, training and education, production of
agricultural extension material, and implexmenting the national agricultuzal
exteasion project (NAEP). Therefore funds for carrying out these tasks aras
allocated in the AAETZE's development budger (DIP). The administration of
exteasion personnel (PPSs, PPUPs, and PPLs) is the.responsibility of the BIMAS
Secratariat; thus the BIMAS development budget (DIP) contains funds for
exteasion staff's salary, allowances, and operationmal expenditures. Because
support for techmical exteasion packages and skill training for the P2Ls/2PUPs
and farmers are provided by the Directorates General and the raspective Diazs
in the provinces and kabupatens, fuads for these activities are also allocatsd
" in the DG's DIP and in the provincial/kabupaten's DIP. The complexity of this
arrangement calls for very Strong and effective coordination at national as
well as provincial levels to avold any overlapping and duplication; it falls
to the NCAE and FKPPs to easure thls coordination.

3.02 The budget funding is divided iato two categories, namely, (a)
routine budget, which includes salary of the regular staff and sevezal
allowances, and (b) development budget, which includes the investaent,
operation, and maintenmance expenditures, honoraria for temporary stafi (or
honorary staff), and operational allowances.

B. Historical Trends in Funding of Agricultural Extenslon Services

3.03 At the begianing of Repelita IV (1983), the Ministry of Agziculture
was reorganized and agricultural extension was given more priority through the
reinstitution of the Directorates of Extension in the 4 Directorates General
(Food Crops, Estate Crops, Livestock, and Fisheries). Since then, the IGs
have been -allocated funds in their respective DIPs to operate their
Directorates of Extension. Unfortunately, because of the financial
difficulties faced by the Government from declining oil prices, GOI was not
able to give more emphasis to agricultural extension as eavisaged at the
beginning of Repelita IV. The funds earmarked for carrying out the expanding
agricultural extension supported by the Bank (NAEP II and III) were declining,
especially for operational expendituras for the respective Directorates of
‘Extension, as shown in the Table 3.1. Detailed examples for some of these
expenditures are given in Annex 1, Table 4.
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Table 3.1l: GOI Funding for the Operatron of Agrlcultural EhtenSLon
(devalopnent budget, sez Para. 3.02)

. GOI's FY
Institution . 84/85 . 85/86 86/87 87/88
Rp million
AATTE - 3,580 3,872 ° 2,432 970
© BIMAS s 13,310 "13,807 19,152 a/ 11,756 b/
Diréctorate of Extension -
Food Crzop 4,904 3,351 668 143
Estate Crop 2,636 1,432 - 47 33
_Livestock 1,393 841 74 43
Fisheries 3,580 3,478 396 134
TOTAL 29,403 126,791 22,769 13,090

Nota: Excluding project funds.
5/ Reallocation of the honoraria and operational allowances for the
PPLs/PPSs from the subsectors. .
b/ Reallocation of the hoaoraria for temporary staff into salary
in the routine budget.

It is not possible to include accurate data on extension activities carried
out by other Directorates of the DGs in MOA (e.g., Plant Protection,
Production, Economics, and Markating, etc.) because it is not easy to separats
then from non-extaansion activities. .

C. Required Level of Funding for Effective Operation of Agricultural
‘Extenslon Services

3.04 An effective and efficient agricultural extemsion service requires
sufficient funding to carzy out its proposed activities. At field level
(RECs), extension workers should be provided with adequate allowances to visit
individual farmers or groups, to conduct demonstrations in collaboration with
farmers, and to supply them with enough extension packages, material, and
appropriate equipment. Regular training to keep workers abreast of new
technology development and to improve tneir skills as part of the T & V systen
also requires an assured funding level. An assurance would be obtained from
GOI that they would provide not less than the minimum required funding every
year, to avold waste and losses from the heavy previous lnvestmeat in
infrastructure and human resource development. At current estimates, the
funding needed for the extension services each year is about Rp 20 billion
(for details, see Annex 1 Table 5). As the project costs would cover Rp.5
billion a year of the funding needed to easure this effective operation of the
extension service, GOI would have to provide not less than Rp.l5 billion per
year in its development budget outside the project for the existing extension
service for which an assurance would be given as a condition for the
reformulated project (Para 8.01).
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3.05 To ensure that the proposed activities are properly implemented, they
must be supervised at the various levels, and the supervision adequataly
funded. Coordination meetings are also important for the NCAE, FKPP-I, and
FKPP-II, so that these groups can agree on the work program for the next
period/month and review the achievement of the previous period/month. For
NCAE, six coordination meetings per year are adequata, whereas for FKPP a
monthly meeting would be required. Workshops, another important part of
extension activities, provide a forum for discussion and raview of the
performance of the ongoing extension program, and preparation of the program
for the next season or year. Workshops at Kabupaten level should be conducted
by FKPP-II seasonally and attended by the PPSs, Heads of the RECs, PPUPs, and
Dinas staff as required.” At the provincial level, there should be an annual
workshop ‘conducted by FRPP-I and attended by representatives from FKPP-II. In
addition to their monthly meetings, 2-4 technical workshops per year would ba
organized for the PPSs with experts from the research stations and
universities for each province, or for a group of provinces together. Based
on the current estimates, the raquired level of frading for supervision and
coordination activities is about Rp 1.1 billion p-+ year (see Annex 1, Table 5
for details). .

IV. THE REFORMULATED NAEP III PROJECT

A. Objective and Scopa

4,01 The major objective of the project is to strengthen extension
services covering estate crops, livestock and fisheries activities, in
addition to food and horticultural crops, in all provinces through provision
of an increase in trained extension personmnel, vehicles, and equipment; new
RECs in areas not covered by earlier projects; construction of limited
extension worker housing; training; and technical assistance.

4.02  Project Scope. The revised project would provide:

(a) an increase in extension staff by about 3,450 PPLs, 1,150 PPUPs,
600 PPSs, and 200 animal health officers;

(b) constzuction of 230 new RECs, and procurement of required land
(up to 2 Ha), in tramnsaigration, upland, tidal swamp, estate
crops, and livestock areas, and construction of additional
extension worker housing for 210 PPLs in Irian Jaya and East
Timor; construction of 200 animal health posts; and expamsion of
490 existing RECs;

(c) procurement of 3,828 motorcycles, 64 four-wheel-drive vehicles,
45 animal health mobile units, and 16 audiovisual mobile units;

(d) procurement of furniture for new and expanded RECs, animal health
posts, provincial level offices, and sub-PIU; basic and/or
specialized subsectoral equipment for new RECs and animal health
posts; computers for the Agricultural Information Centers; and
additional equipment for PIU Headquarters;
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procurexnent of audiovisual and printed extension materials;

(£) conduct of verification trials by PPSs in all provinces; and
establishment of demonstration plots, farms, and areas;

(g) training of extension workers and staff and key farmers through a
linited number of overseas courses and fellowships, and a large
nuaber of local training courses; and provision of related
facilities;

(h) operational support, monitoring and evaluation, and supervision;
and

(1) 4 man-years of long-term technical assistance in extension,
nonitoring and evaluation, and rural soclology, and about
15 man-months of speclalist expertise to be designated during the
course of project implementation,

B. . Detailed Features

Project Staifing

‘e

4.03 Under the NAEP 11, the PPL requirement was calculated as follows:

Traasalgration areas — 1 PPL:500 fzmilies

Sparsely populated provinces - 1 PPL:600 families
Remaining Quter Island provinces - 1 PPL:800 families
Java and Ball - 1 PPL:1,600 farilies

4.04 During implementation of NAEP II, it became evident that the size of
farmer groups was rather large for the PPL, and the diffusion of extension
recommendations was slow. It was also apparent that more emphasis should be
given to the estate, livestock, and fishery subsectors to .cope with
accelerated agricultural development. AAETZE, therefore, proposed 1 PPL for
640 farm families in Java and Bali and 1 PPL for 400 families in the Quter
Islands in NAEP III. Based on the proposed ratio, a total of 44,000 PPL
would be required by 1989. Considering the budget constraiats of GOI,
‘availability of agricultural graduates from high schools, and past
performance, it was felt that a more reallistic target for recrultment of
additional PPLs would be 3,450 under NAEP III, at the rate of 15 PPLs per new
REC. OQut of 3,450 PPLs, 657 PPLs would be required for transmigration areas.
All new PPLs would be graduates from agricultural high schools where they
undergo three years' training in food crops, estate crops, livestock, and
fisheries (Diploma III).

4,05 A total of 1,150 additional PPUPs would also be required to achieve a
rate of at least 2 and a maximum of 5 PPUPs per REC, excluding the REC Chief.
As PPUPs are not recruited directly but are promoted from among the mora
experienced and successful PPLs, in addition to the 3,450 PPLs under the
project, a further 1,150 PPLs would have to be recruited over, the 4-year
period, giving a total of 4,600 PPLs. As this compares favorably with the
nuaber successfully recruited and assimilated in the extension service, and as
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accradited agricultural high schools are increasing their output of graduates
with PPL qualifications, these staffing targets are achievable. A total of
200 Animal Health Officers would also be recruited to operate the new animal
health posts to be constructed under NAEP IIJ. )

4.06 The overall PPL/PPS ratio adoptad in NAEP II was 25 to 1. However,
due to greater .emphasis on the estate crop, livestock, and fishery subsectors,
GOI has estimated an ultimate requiremeat of commodity/discipline-specialized
PPSs to be 352 for food crops, 260 for estate crops, 892 for livestock, -and
611 for fisheries, or a total of 2,115 by 1989. For transaigration areas, an
additional 57 PPss would’' be raquired bagad on 1 PPS for 7,500'transmigration
families, However, to be consisteat with the number of PPLs to be racruited
uadar this project and at the same time to provide sufficient commodity/
discipline-specialized PPSs in all the subsectors, the target for additional
PPSs under this project has been fixed at 600. Most of the PPSs would be
based in provinces where the respectiva activities predominate.

4.07 Recruitment of qualified university agricultural graduates to £i11
PPS positions, particularly in the more Tenote regions of the Quter Islands,
would be somewhat more difficult than recruitaent of lower level staff,
although, again, the earlier projects have for the most part met their PPS
staffing targets on schedule. 3

Construction Program

4,08 Rural Extension Centers Serve as the home base of the field eXtension
workers (PPLs and PPUPs), as their offices, the site of their regular (usually
biwaekly) training and briefing by PPSs, occasional farmer courses and
meetings, simple agricultural field trials, and as storehouses for their
equipment. Under NAEP II, RECs in the 26 Project provinces were 130 g2 in
area, located in predominantly food crop producing areas with some in
transmigration areas, and included a house for 1 PPUP and site development
(fencing, access road). Under NAEP II, a total of 1,402 RECs have been

built. Given a ratio of 1 REC for 15,000-20,000 fara families in Java and
Bali and 1 REC for about 8,000 farm families in the Quter Islands, about 2,000
RECs would be required in 1991, 1In a Survey recently conducted by AAETE, the
nunber of existing RECs was ascertained to be 1,255 and the requirement of ney
RECs was determinqd to be 894, 1In view of available recurrent cost funds for
their operation, AAETE has planned for 230 RECs (outside Java and Bali) under
the proposed project. A committee from FXPP-I would decide the general
location of the RECs in each province so that RECs can serve as .many
subsectors as possible and that their areas of operation do not overlap with
other existing facilities, In this context, special attention should be given
to the. location of estate crop centers (UPPs) set up by DGE, as after the
period. of intensive tree crop development, they will become available for use
as RECs. The same committee would also decide the general location of 200
animal. health posts, taking into coamsideration other installations such as
existing and proposed Plant protection centers for food crops and estate
erops.  During project reformulation, it was agreed that once the location
conmittee determined the general locations, the specific site of each REC and
each AHP for the subsequent year (satisfactory to the Bank) would be included
in the annual operating plan to be submitted to the PIU by August 31 each year
(Para. 4.27).
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4,09 The 230 new RECs would be 168 n2 each, comprising 96 m? for the

main building which includes g Deeting room, Chief's room, room for PPUPs and
secretariat, library, Storage room, toilet, and generator room; and 36 ml
each for 2 houses for PPUPs. All RECs previously constructed uander NAEP II
would be expanded by 48 n2 and would include 1 house of 36 m2 for the REC
Chief, and additional PPUP work Space up to 12 p2, The REC construction
schedule 1s described in detail ip Annex 3, Table §,

4.10 | Two hundred and ten houses of 36 g2 each would be constructed in
Irian Jaya and East Timor for PPLs because of the difficulty in obtaining
suitable houses in these 2 remote provinces (69 houses will be built in Irian
‘Jaya, 141 in East Timor). PPL houses in Irian Jaya will be concentrated in
border and trzasmigration regions., - - o . ’

Vehicles and Zquipment

4.11 Tracsport is one of the most important inputs to. the training and
visit system, as it provides the mobility required to meet the demanding
schedule of P?L field visits, field supexvision, and assistance by managers
aad PPSs, and the bizeakly training sessions of PPLs by PPSs. Motorcycles
(3,828) for the movemeat of PPUPs and PPLs and 64 four-wheel-drive vehicles
would be provided to the head of the Extension, Education, and Tfaining
Division or the division responsible for extension, education, and training in
the KANWIL ofiice (sub-PIU manager), provincial BIMAS Secretary, and PIU. All
vehicles would -be operated under a pool arrangenment. Forty-five animal health
mobile units for all provinces and 16 audiovisual mobile units for 11 =
provinces would be provided. All other provinces have received mobile unmits
for food crops under the earlier two Bank-assisted projects, Initially, 5 AH
nobile units would be bought in 1987/88, and an evaluation of their ’
periormance and cost-effectiveness would be made before deciding on purchase
of the remainiag 40 ia 1989/90. A condition of purchasing the 16 audiovisual
zobile units would be a sinilar evaluation of the performance of all the
existing ones.

4,12 Equipaent and furniture would be provided under the project to all
230 new RECs. The basic REC equipment package, largely similar to that
provided under the NAEP II (Annex 2, Table 5), comnsists of the ninimum
required office and field equipment necessary for field extension work. Some

provided in quantities sufficient to Supply most PPLs, so that they could
denonstrate the instruments’ use to farmers. In addition, specialized
extension packazes (323 units) useful for extension in food crop, estate crop,
livestock, and fisheries subsectors would be provided to RECs to be built in
areas where those activities predominate (Annex 2, Tables 5, pages 3-7),

posts. Additional furniture wquld be procured for provincial level BIMAS
offices (27 units) and sub-PIU (27 units), as well as 35 computers for the
Agricultural Information Centers, and added equipaent for PIy Headquarters.
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Extension Materials

4.13 _Under the Agricultural Research and Extensiom Project (Loan
1179-IND), a natiomal Agricultural Information Center (AIC) was established at
Ciawi and 11 AICs in -1l provinces under AAETE. Another 15 AICs are being
established -in the remalning 15 provinces under AAETE with funds provided by
the Third Agricultural Training Project (Loan 2341-IND). These AICs are
equipped with printing machines to produce leaflets and brochures, movie
capmeras to generatea films, cameras to produce slides, facilities to duplicate
cassettes, and so forth. The AICs also have a group of personnel specialized
in certain disciplines and ‘trained in producing extension materials. Most
coamon types of extension material can be turned out by the AICs. Any special
extension material should be written joiatly by the Directorates of Extension
and representatives of AARD and finally produced by AICs. Funds will be
provided to cover the cost of the raw matarzials needed by the AICs for
production of thess extension materials. The materials required are for: 30
filp titles, 871 film copias, the transfer of 45 film titles to video, 1,030
video copiles, 1,092,000 copies of brockuzes, 60,000 copies of agricultuzal
pagazines, 100,000 coples of f£lip charts, 450,000 copies of bulletics, 84
sound .slides with 12,600 copies, 320,000 folders, and 10,000 copies of fama
‘budgeting handbooks. :

4.14 All RECs are supplied with slide projectors and cassette recorde:é,
and all provincial food crop extenslon divisions and 10 provimcial estate czop
divisions have mobile extension units capable of presenting moving pictures.
'Since_agricultural and linguistic pattaras vary widely across Indonesia, the
production, dubbing, and distribution of film materials would requize caraful
planning. Under the reformulated project it ig envisaged that the majority of
£ilms and videos would be produced in provinces, and fewer procured nationally.
Quantities of extension materials and their justification would be included in
che Annual Operating Plan (Para 4.27). :

Trials and Demonstrations

4.15 & Based on the recomnmendations of the Study Team of Agricultuza
Extaasion Organization and Management, local verification trials should be
conducted regularly by PPSs under various agro-ecological conditions, after
close liaison with AARD staff and production divisions of the Dinmas at the
province. The trials are aimed at verifying appropriate recommendations Ior

“ demonstrations. Data collected will be analyzed, formulated, and the approved
results published in newsletter and bulletin form by the ALCs. The
implementation plan and cost of thne 4,500 trials are presented in Annex 3,
Table 7. . ) .

4.16 Demonstration activities should be in accordance with the
demonstration pattern applied in the agricultural sector and directed at
introducing new technology and developing cooperation within and between
farmer groupsS. Held on individual or group farmer fields (13,500 plots, 6,000
farms, in 3,000 demonstration arsas), the demonstrations will be run by PPLs,
PPUPs, and PESs in cooperation with the farmers and Dinas staff.

raining

4.17 Essentially, four types of staff and farmer training would be
undertaken by the project. The first is the continual, routine biweekly (or
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as frequently as may be necessary for the different subsectors) training or
briefing of PPLs by PPSs in the RECs on impact points to be communicated to
the farmer groups during the cycle of visits. The second type of training
consists of periodic operational reviews and preparation sessions by field
staff and supervisors (Paras. 4.18-4.19). The third is the special training
for key farmers and for staff to introduce them to new job responsibilities
and work methods, and to new technical subject matter fields (Para. 4.20).
The fourth coa..ists of degrce or certificate courses both in~country and
overseas, and study tours abroad for selected staff (Para. 4.21). A total of
82,816 extension workers and staff will receilve training, as will 55,450 key
faraers (including 20,000 estate - coffee, rubber, coconut = faraers) In -
general formal staff tralning conducted at ISTC's will be the responsibility
- of the ISTC Director, while key farmer training at the REC will be the .
responsibility of each dinas following the agread program to be drawn up in
FXPP I. )

4.18 Periodic Review Sessions. PPSs and provincial and district extansion
nanagers would take part in ome or two 2-3 day. sessions per year to be held at
provinecial level before each maln sowing/planting/stocking season. With the
assistance of locz2l university and research staff, experts from AARD,
consultants, and senior project staff, these meetings would determine and
agree on detailed -technical recommendations for individual crops and farming
systems in the light of prevailing socloecomomic conditions in the various
agricultural regions of the province. The scheduling of these recommendations
in the overall training and visit cycle would also be reviewed. The most
important function of these sessions 1s to provide better recoammendations
through strengthened research/extension liokage. The researchers would train
the PPSs on the latest f£indings of research relevant to the commodities in the
farm systems in their areas, while the PPSs would apprise the researchers of
the farmers' problems. Following these sessions, similar sessions would be
held at the district level for the PPLs and PPUPs to provide them with the
background required to understand the applied REC training they will raceive
during the next season.

4,19 °  Each PPS would attend a 1-2 day review session once a month (or as
frequently as may. be necessary for differant subsectors) at provincial
headquarters to be organized by the KAKANWIL, the PPS Coordinator, and the
Head of the Extension, Education, and Training Division, during which progress
would be reviewed and the REC training program for the next month plannad and
prepared. More specialist courses would be arranged for PPSs at regional or
national level, and occasiomal workshops (2 or 3 times a year) would bes held
at regional (groups of 2 to 4 provinces) or provincial level, often at
research stations,

4.20 Special Training Courses. All newly recruited PPLs, PPUPs, and PPSs
would attend an orientation course concentrated on the training and visit
system and communication techniques, to be held at in-service training centers
(ISTCs). The ISTCs have been strengthened by three Bank-assisted projects and
have sufficient capacity (Annex 2, Table 6b). Short specific skill courses of
fewer than 14 days' duration for the extension staff (Annex 2, Table 6a) would
‘be organized by the ISTCs in cooperation with respective provinmcial
aoricultu*al services. Contact farmers, women farmers, and young farmers
would attend short courses of 3-7 days' duration to be organized by provincial
agricultural services, so that they can comprehend and apply new
agro-technologies, including methods of storing and using agricultural
-products and seeds, utilization of home gardens, water management, soil
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coanservation, cattle breeding, and fisheries (Annex 2, Table 6). In each
province the overall training program would be planned by the Head of the
Extension, Education, and Training Divislon of the KANWIL and the PPS
Coordinator in conjunction with the Head of ISTC, BIP, and the four Kepala
pinas. It would be approved by FRPP-1. Orientation courses will also be
orzanized to brief administrators and staff of other Ministries or agencles
concerned with rural developament on the philosophy, approach, and structure of
the national agricultural extension prograd.

.21 Fellowships and Courses. Long-term fellowships of 1-3.5 years'
duration leadiag to Diplona, Masters, and Ph.D. degraes in extension
education, hone economics,. agribusiness, production, and post-harvest
technology would be provided to qualified PPL, PPUPy, and PPS and district,
provincial, and central extension staff. Overseas training would consist of 8
Ph.D.s, 44 M.Sc.s, and 100 short-tera training courses of 3 months' duration
for PPS and extension officers at district, provincial, and national levalss
In-countTy training would consist of 8 Ph.Ds, 115 M.Sc.s, 900 Diploma IIL
courses of 3 years' duration, 700 Diploma I courses of 1 year's duration, and
150 Diplona IV courses also of 1 year's duration. The purpose of this program
would b2 €O upgrade the overall technical capability of the cadre of extension
staff, increasing its capacity to assimilate the f£lo¥ of research results from
foraign, pational, and local research institutions zad to utilize them in
refining field extension reconnendations. Assurances were obtained from GOI
during negotiatious that an annual long—tarm training program, satisfactory to
che Bank, would be submitted to the Bank by Deceaber 31 of each year,
beginning December 31, 1987.

Operational.Support and Supervision

4,22 The project would provide funds for the operation of the national,
provincial, and distrzict extension forums, and for the national PIU and
sub-PIUs at provincial jevel. It would also provide specific funds for each
Dinas at provincial and district level to carTy out their technical support
and supervisory functions. Considerable eapnasis will be spent on supervision
because exparience of the training and visit systa2 has shown that the PPLs
and PPUPs who are well trained and backed up by PP°S and their District level
administrators (from BIMAS and the pinas) are far more effective than those
who are left much to their own devices. ' :

Studies

4.23 The project would provide funds for carzying out the following
studies, which will be conducted by the Bursau of Agricultural Extension
within AAETE in conjunction with the four Directorates General. The outputs
of these studles would be used by the Directorates of Extension in each
Directorate Gepneral to improve the strategy and guidelines of extension in
supporting respective comnodity production programs: :

(a) Study and evaluation of the T & V systea (in relation to

production development approaches, farmers' socioeconozic

conditions and needs, research/extension linkage, and panagement
system), and of selected exteansion methods;
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(b) Study and evaluation of the strategy for developing participation
of farmers, fishermen, wonen, and youth in agricultural
development through their farmer groups;

(c) Study and evaluation of the use of media and distance learning,
and evaluation of the cost-effectiveness of different extension
.and training methodologies. This would include evaluation of the
new training methodologies using a farmer needs and staff
competency based approach refined in the recent NAEP II finarced
study with the assistance of UNDP/DTICP staff.

'

Technical Assistance -

4.24 Consultant technical assistance In direct support of project
implementation would fall into three categories: long-term advisory service to
project management; short-tera technical assistance to Directors of Extension
in reviewlng and revising extension recomzmendations for the entire range of
smallholder agricultural activities to be eventually covered by the extension
system; and local consultants for engineering design and supervision of
project civil works. The f£irst category would consist of 1 extension advisor
(24 man-months) to assist the Project Director and Director of the Bureau of
Agricultural Extension in extension methodology ard communication; 1
consultant in monitoring and evaluation (12 man-moaths); and 1 in rural
sociology (12 man-months) to assist the Project Director and Director of the
Bureau of Agricultural Exteansion. Assurances wera obtaimed from GOI that they
would employ coasultants for the long~term technical assistance not later than
September 30, 1988. It is currently envisaged that such assistance would be
provided by a bilateral donor.

4,25 The short-term technical agricultural consultants (15 man—-months)
would work with the Directors of Extension, and would be responsible for
reviewing in detail the conditions of smallholder production in all major
commodity fields in the important agricultural regions of Indonesia, assessing
the relevance of domestic and foreign research results for upgrading £is21d -
practices of smallholders in various regions, and oa this basis would help
prepare practical extension recoamendations to be deliveresd by the extansion
workers. '

\

C. Ipplementation Schedule

“4.26 Project implementation would cover a period of about four years from
“April 1987 to March 1991. The sites for the first year's construction progran
“were selected prior to loaa negotiations by the special committee for this
purpose. PPLs, PPUPs, and PPSs are scheduled to be recrulted starting in the
" second year at an annual rate of about 1,150 PPLs, 380 PPUPs, and 150-200
PPSs. Furniture and equipment would be procured during the first, second, and
third years; motorcycles would be purchased during the second, third, and
fourth years. The in-service training program would coincide with the
recrultment program. Diploma, Hasters, and Doctorate courses would comzence
from the first year so that they could be completed within the life of the
project. An implementation schedule is shown in Aanex 3, Tables 4-7.
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4,27 . A draft annual operation plan (i0P) would be preparaed, under thea
overall direction of the Head of the Exteasion, Education, and Training
Division in the KANWIL office, agreed to by FXPP-I, and submitted to PIU Zor
review 'and to NCAE for approval. This plan would contain the sites selectad
for the new RECs and AHPs and their justification, the training prograam, the
production of extension material, the verification trial and demonstration
progrzm and tha operation and mazintenance expenditures to be covered by tha
project, all of which shall be satisfactory to the Bank. In accordance wizh
exlsting diractives, the extension prograa eleaents of this plan would be
Suilt up froam REC level, wnich includes hazvy emuhasis on review of the
pravious season's impact poiats in consultation with farmer leaders froa 2z
nucbar-of farmer groups. These proposals should be submitted to PIU not 1zt
thzn August 31, 1988, for FY90 and August 31, 1989, for FY91l. .- For FY89 the .
c:o:os_ls should be submitted to PIU by the end of February 1988. Each yazr
e 21U will subait the AOP to the Bank by November 1, commencing Noveabda

V. PROJECT COST AND FINANCING

A. Cost Estiazates

1 The total estimatad project cost is US$100 million equivalant, of

0 lan

waich US$13.0 million (13%) would be foreiga exchange (Table 5.1). Base zosts
s expressed in May 1987 prices and include value-zdded tax and other Zexes
d

e WG

duties. DProject costs by item of evpanditure are provided in Annex 2,

Table 5.1: ?2-oiect Cost Summary

Rupizh billion Us$ million
Fozeign Forslign % Tozszlzn  Basic
Loczl Ezchange Toszl Local Excéange Totzl Zmshzzge Cost
Civil Works 14,4 4.6 1¢.0 - 8.8 2.8 11.6 24 13.5
Venicles 4.4 4.4 8.5 2.7 2.7 5.4 33 6.3
Fusziture & equip. 3.1 1.5 4.5 1.9 0.9 2.8 43 3.3
Excezsion matarial 5.0 0.3 5.2 3.0 0.2 3.2 5 3.5
Tzziriag 31.8 4.2 36.0 19.4 2.6 22.0 i3 25.8
"T.A. and studies 0.8 0.9 1.7 0.5 0.6 1.1 8 1.3
Incranmental
oparational cost 52.9 2.1 55.0 32.2 1.3 33.5 39.3
Land acquisition 9.5 - 9.5 5.8 - 5.8 - 6.8
Subtotal base cost  121.9 18.0 139.¢9 74.3 11.1 85.4 14 100.0
Contingencies: ,
Physical 7.4 1.1 8.5 4.5 0.7 5.2 14 6.1
Price 13.4 2.0 15.4 8.2 1.3 9.4 4 11.0
Total project '
cost /a 142.8 21.1 162.9 87.0 13.0 100.0 5 7.1

/a Iacluding VAT and other taxes and duties.

' BEST AVAILABLE COPY
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5.02 Construction cost estimates are based upon updated standard costs
supplied by BAPPENAS and tihe Ministry of Finance and updated Cipta Karya data,
estimated May 1986 level per mZ for the lowest (Grade C) category of

offices. Prices have baen weighted considering the differences in the various
averages, based on available data from BAPPENAS, the Ministry of Finance, and
Cipta Karya. Cost estimates for equipment and furniture are based upon recent
contracts for identical items purchased under NAEP II, with a 10% increasas
allowing for estimated price last year in 1986/87. Unit costs for local
training programs are coaputed from detalled budgets for training courses
prepared by AAETE, while costs for overseas courses are based upon recent
experience under NAEP II.and other Bank Group financed projects in Indonesia.
Salaries and allowances for the Project Iamplementation Unit and incremental
field staff are derived from curreat scales under NAEP II which provide a-
graduated structure according to the years of employment of the field staff.
Other operational expenses are based on recent experience under NAEP II
allowing for estimated price increzses in 1987/88. Cost estimates inmclude
physiczl contingencies at 10% of all costs except incremental field staff
salaries and allowances. Price contingencies are indicated in Table 5.2 and
equal 20% of base costs.

Table 5.2: Expected Price Increases (%)

Calendar Year 1987 1988 1989+
Local - 10.0 5.0 3.5
Foreign 3.0 1.0 1.0

B. Ffinancing Plan

5.03 The proposed Bank loan of US$535.0 million equivalent would cover 55%
of the project cost including the estimated cost of vehicles (about US55.1
nillion) and taxes and duties. The Government of Indonesia would provide
anaual budget appropriations to cover expeaditures estimated at Rp 73.8 billion
(US$45.0 million). The loan would finance US$13.0 million of foreign costs
(100%) and US$42.0 million (48%) of local costs. GOI will attempt to secure
bilateral assistance for the purposed Technical Assistance; if this do=s not
prove possible it will be provided under the loan and is included in the above
figures.

C. Procurenent

5.04 Civil Works. Procurement arrangements are shown ia Table 5.3.

Nearly all project civil works (US$11.6 million) would consist of the
construction or upgrading of small rural installations and houses,
representing an expenditure of about US$6-24,000 at any location. These works
would be carried out following local competitive bidding (LCB), with contract
packages generally encompassing entire provincial or district comstruction
programs. On this basis, contracts for works would be less than Rp 500
‘pillion in size. As these works are scattered over 27 provinces and are to be
implemented ovar 3 years, it would be difficult to combine them into larze
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contracts suitable for international competitive bidding (ICB). There ace
numerous local contractors capable of executing the required works. The
engineering firms, licensed by D.G. Cipta Karya, would be respoansible for site
surveys, praparation of tender documents and contracts, and supervision of
construction at a cost of 7% of the value of civil works. Tender and contract
docunents for civil works would be in the same format as in NAEP II. Land
purchasa (US$5.8 million) would be carried out according to standard
government procedure,

Table 5.3: Procurement Arrangements /a
(USS million)

Component ICB LC3 Other N.A. Total
Civil Works 11.6 11.6
(10.4) : (10.4)

Vehicles 5.4 ' 5.4
(5.1) : . (5.1)

Furniture & Equipment 2.8 : 2.8
: (2.3) “(2.3)
Extension material ’ 3.2 3.2
(2.6) (2.6)

Training ' 22,0, 22.0
(22.0) (22.0)

Technical assistance 0.6 0.5 1.1
and studies (0.6) (0.5) (1.1)
Incremental cost . 33.5 33.5
; (4.1) (¢.1)
Land acquisition . . 5.8 5.8
Total : 5.4 14.4 22.6 43,0 85.4
(5.1) (12.7) (22.6) (7.2) (47.6)

/a Costs including VAT and other taxes, excluding physical and price
contingencies. Figures in parentheses ( ) are Bank Loan amouats.

5.03 Vehicles, Furniture, and Equipment. Vehicles (US35.4 milliomn) would
be procured under ICB in accordance with Bank Group guidelines, and would be
grouped in countract packages large emough to attract international
competition. A preference limited to 15% of the c.i.f. price of imported
goods, or the custom duty, waichever 1is lower, would be extended to local
"manufacturers of such items in the evaluation of bids. All contracts for
vehicles, equipment, and materials exceeding Us$200,000 in value would be
“submitted to the Bank Group for review before being awarded. Furaiture
"(UsS$1l.2 million) would be procured through (LCB) procedures as it would be

. purchased in small lots for the RECs spread over 27 provimces, and therafore
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be an unattractive option for international bidders. Office and techaical
equipment (US$1.8 million) would be procured under LCB in accordance with GOI
regulation, while extension materials would be produced by force account.

5.06 Services. Overseas short-term and long-term courses (US3$2.9 million)
will be administered by the PIU and conducted in selected countries and
universities. The average cost assumed per student for studies abroad are
Us$50,000 for ph.D., US$35,000 for a ¥.Sc., and US$9,000 for a short course of
3 months' duration. The domestic basic trainings for PPLs, PPUPs, aad PPSs
would be carried out By AAETE at the ISTCs according to a training program
reviewed and agreed upon by the Bank (US$2.3 million). Contracts for
engineering design and supervision, technical assistance, zad studies (US$0.6
million) would be awarzded on the basis of Bank Guidelines on the Use of '
Consultants. Studies would be carried out by AAETE (US$0.5 million). Routine
expenditures totaling US$31.0 million are also included in project costs. It
is however anticipatad that technical assistance would be provided on a grant
basis by a bilaterial donor.

5.07 Plans for the production of extension material, skill training for
PPLs, PPUPs, and farmers, and establishment of trials and damonstration £ields
or areas would be approved and coordinated at the provincial level by
KANWIL/FXPP-I and would be implemented by the appropriate agencies as agreed
in the ansual operation.plan. Extension materials would ba produced by AAETE
at their nationmal and provineial AICS. :

D. Disbursement

5.08 The proposed allocation of loan proceeds is shown in Annex 3,

Table 1. The loan would be disbursed at the following ratss: 907 of the cost
of construction and site development including VAT; 1007% of the cost of
training, technical assistance, and studies; 100% of the foraign exchange cost
of directly imported equipment and goods; 65% of the total cost of locally
procured imported equipment and goods; and 957 of the ex-Zzctory cost of
locally manufactured equipment znd goods. The Bank would also disburse
against the costs for extension materials, demonstratioms, trials, aad
operational costs which include coordination and supervision costs, and cost
for extension material production. For these expenditures the loan would be
disbursed at 100% for GOI's FY87/88 and FY88/89, at 75% for FY89/90, and at
50% for FY90/91 and thereafter.

5.09 Disbursement would be made on the basis of Statement of Expenditures
(SOEs) for local training, extension material production, and operational
expenses, and for equipment and furniture purchases under US$50,000 (contract
value); all other disbursement would requirs full documentation. . Detailed
documentation for SOEs would be retained in Indonesia and made available to
the Baunk for supervision. Minimum size of reimbursement application should be
around US$100,000 equivalent. Minimum size of letter of cradit for goods to
be ‘disbursed under agreements to reimburse should be US$10,000 equivalent.

The Bank would not disburse against land purchase, salaries for the existing
staff, and maintenance expenditures for the existing RECs.
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5.10 An estimated schedule. of disbursement is shown in Annex 3, Table 3.
Disbursements ars projectad over a four-and-ome-half year period frca FY37 to
FY91l. The loan closing date would be December 31, 1991.

E. Flow of Funds, Accounts, and Audits

5.11 Assurances were obtained during negotiations that (a) separate
accounts would be maintained for the project; (b) these accounts and the
statement of expenditures would be audited annually by an independent auditor
acceptable to the Bank; and (c) these audited accounts and the audit report
would be submitted to the Bank within nine months of the close of ezch GOI
fiscal year. . o o
5.12 The funds for the activities that are to be carried out by, and are
the responsibility of, the national level agencies would be allocatad and
included in the raspective agency budget, in other words, BIMAS and the
Directorates General, whareas the funds for land purchase would be the
responsibility of the local goveraments. The funds for other activities uader
the project would be allocated in AAETE's DIP, that is, PIU-NAEP Pusat, which
would also include funds for the operation and management of the PIU office.

5.13 The project funds at province and Kabupaten levels would be zanzged
by the Authorized Representative of the Project Director (Kuasa Pimpfo) and a
_ Treasurer (BPUMC), appoiated by the Minister of Agriculture and assisted by
authorized financial staff (PUMK) appointed by the PIU Director. Procedures
for project administration and the flow of funds would follow the guidelines
for Financial Administration and Guidelines for Material Administration
(Pedoman Administrasi Xauangan = PAK; Pedoman Administrasi Material = PAY)
issued by the Ministry of Agriculture. '
5.14 Withdrawal applications f£or the loan funds would be preparad by PIU
Pusat and submitted to the Bank through Bank Indonesia.

VI. PROJECT IMPLEMENTATION, ORGANIZATION, AND MANAGEMENT

A. Reorganization of the Agricultural Extension Service

6.01 The agriculturazl extension service has been recently r2organized on
the basis of Presidential Decrzes No. 24/1983, 62/1983, Ministerizl Cizcular
‘of January 25, 1985, and Ministerial Decrees No. 143 of March 11, 1983, and
482 of July 3, 1985 and the Joint Decree of the Minister of Home AZZairs

.(No. 59/1986) and the Minister of Agriculture (No. 675/Kpts/LP.120/11/1986).
These decrees establish and strengthen the unified extension sarvice. GOIL
accepts the Bank's position that the relative responsibilities of the BIMAS
‘Secretary and the Head of the Extension, Training and Education Division in
the Kanwils office would be clearly spelt out, and that this is unazbiguous to
"them both and all those concerned with agriculture developaent ian the
-province. The instruction will make clear that this division of
responsibility the BIMAS Secretary will be primarily responsible for
-implementation and coordination of GOI's intensification program, aad the Head
.of the Extension, Training and Education Division for the conduct of .
provincial extension programs. A condition of project reforamulation is taat
"an Instruction Letter of MOA will be issued before February 29, 1983 waich
-will set out the changes in responsibilities under the revised orzanisational
- structure agreed during reformulation and clarify the existing guidelines.
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6.02 Coordination. The coordination of agricultural extension at tha
national level 1s being carried out by the National Commission for
Agricultural Extension (NCAE) comprising the Director General of AAETE as
Chairman; the Secretary of BIMAS as Vice Chairman; the Director of the Bureau
of Extension, AAETE, as Secretary; the Directors of Extension ang othar
Directors within the Ministry of Agriculture closely linked with agricultural
exteasion (including Directors of isgp Research Coordinating Centers for Food
Crops, Horticultural Crops, Industria] Crops, Fisheries, and Animal Sciences)
4s naombers. The provincial coordication forug at present comprises the
KAKANVWIL as Chairman, the Secratary of BIMAS Daily Guidance Unit as Secratary,
and the heads of provincial agricultural services and chiefs of technical

.units and other iastitutions closely linked to.ag:icultupal eXtension ag

members. As the Head of Extension, Education, and Training Division in the
RANWIL Office now has the responsibility of coordinating all extension

"~ activities in the province, he will assume the duties of the BIMAS Sec:etary

for the day-to-day management of exteasion activities in the province; and he

“will ba appointed Co-Chairmap of the Tin Kerja (working group) for FXPP I and
- in practice will normally chair irg ueetings._ The proposed new MOA
"~ instruction clarifying the pew procadure will make clear the division of

responsibility between the BIMAS Seczetary, who will concentrate his attentiop
on the implementation of GoI's intensification programs, and the Head of the
Agricultural Education, Training and Extension Division, who will concentrate
his attention on the implementation of overall éxtension programs acting in
effect as Provincial Extension 0fficar, The district coordination forum

‘coamprises the head of one of the sudsactors designated by Bupati (district
‘adainistrative head) as Chairman, the Secratary of BIMAS District Executive

Unit as Secretary, and the heads of the other subsectors angd institutions

closely related to agricultural extension as members. Each of the three

coordination committees is being assisted by a working group to carry out
daily duties under the direction of its Chairman., At the national leval this
is chaired by the Director of the Extension Bureau, AAETE; at the Province, hy
the Head of the Exztension, Education, and Training Division in the RANWIL
office (as official Co-Chairman with the BIMAS Secretary); and the district
level, by the Secretary of the BIMAS District Executive Unit. At the  REC
level, the coordination committes would consist of the Chief of REC, the Ppyrs
and PPLs based at the REC, and the farmer leader representatives,

6.03 This coordination will be further Strengthened by a single line of
conzmand for overseeing effective extension delivery at the provincial level,
The Head of the Extension, Education, and Training Division or the head of the
division handling exXtension, education, and training in the KANWIL office will
be responsible for overseeing and reporting to the FKPP-I on the

under the overall direction of the KARANWIL. At the district level, the
Secretary of the BIMAS District Executive Unit will carry out the same role
vis-a-vis the FRPP-II, under the overall direction of the Head of BIMAg
District Executive Consultative Unit, who is designated as a Chairman of
FRPP-II. As discussed in Para. 2.11, the new Structure should be kept under
close review, particularly at the distriet level. GOI would glve an assurance
to further review the organizational structure with IBRD staff i mid-1989;
NCAE would review and implement the agread recommendations, which would be
enbodied in any necessary amendment to the Ministerial Decrees of 198s.
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6.04 The main tasks of the NCAE, which meets once a month, ara: (a) to
coordinate formulation of national policies and strategies for agricultural
exteasion; (b) to coordinate preparation of the national agricultural
extension program; and (c) to coordinate, review, and strengthen
research/extension linkages. The functions of the FKPP-I and II are to: (a)
translate the national agricultural extension policies and strategies into
provincial ‘and district operational programs according to rezional needs; and
(b) coordinate management of agricultural extension activities in the region
in accordance with the program of the forums. The functions of the REC
comnittee are to: (a) foriwlata the agricultural extension program of all
subsectors in the REC area through a cooperative planning exercise with
contact farmers, and draw up a work schedule for each PPL; (b) monitor and .
supervise the implementation of agricultural extension activities in the REC
area; (¢) coordinate regular training of PPLs at the RECs and visits by PPLs
to farmer groups; and (d) prepare or obtain and distribute agricultural
information.

6.05  Adainistration of Extension Staff. Adwministration of the agricultural
extaasion service within the Ministry of Agriculture (MOA) now devolves on
BIMAS organlzation. This includes appointmeat, placement, salary assigmmant,
salary increase, promotion, transfer and retirament of extension personnel,
and operational expenses. In administering extension personmel, the Secretary
of BIMAS Directing Board would comsider: (a) extension policy as outlined by
the Director General of AAETE; (b) the agricultural development program of the
Directors Ganaral within MOA; and (c) existing laws and regulations on
personnel affairs. The-handover of the extension personnel whose
administration was being managed by the DGs and AAETE to the Secretariat of
BIMAS was completed by March 31, 1986. :

6.06 Control over and Responsibility of RECs. The RECs constructed by the
DGFCA which have not been turned over to the regional government would be
managed by the Secretary of BIMAS District Executive Unit. Assurances were
obtained from GOI during negotiations that necessary funding for operation aad
paintenance of RECs (approximately Rp 3.6 million per REC) would be made to
BIMAS, According to Ministerial decree, the Secretary of BIMAS District
Executive Unit would appoint for each REC (a) ome REC. Chief; and (b) according
to need, no more than five PPUPs, each assigned to organize, develop, and
control the execution of the agricultural extension program in (i)
agricultural resources, (ii) food crops, (iii) estate crops, (iv) animal
husbandry, and (v) fisheries. Depending on the situation and condition, two
or more subsectors may be managed by one PPUP. Just as subsector staff at the
provincial level arz under the administrative control of the Govermor while
technical control is retained by the four DGs at the national level, the
administrative control over PPUPs and PPLs is under the Secretary of BIMAS
District Executive Unit through the REC Chief, while technical control is
retained by the subsectors at the district, province, and nationmal level. One
PPUP in each REC has been designated.as REC Chief, Each REC Chief is
responsible for carrying out the agreed extension program to the Secretary of
BIMAS District Executive Unit.
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‘B. Qrganization for Project Implementation

1 6.07 PIU. At the national level, the project is implemented by the

project implementation unit (PIU) under the Agency for Agricultural Education,

' Training, and Extension (AAETE). The key positions such as Project Director,

Project Secretary, Treasurer, Assistant to the Project Director, Programming
Officer, Civil Works Officer, Equipment and Extension Material Officer,

"Financial Officer, and Training Officer have been filled on a full-times basis
- for the proper implementation of the project. PIU will be running the project
"based on the guidelinés issued by NCAE., The activities at the national level
-will be: (a) recruitment of PPSs, PPUPs, and PPLs to be dome by BIMAS; (b)

national level training to be conducted at Ciawi Training Center. and Diklat
AUP; (c) the procuresment of extension and training materials, vehicles, and
equipment; (d) studies; and (e) supervision to be done by the Directorates of
Extension under the DGs, BIMAS, AAETE, and NAEP (PIU).

6.08 Sub-PIU. Each province throughout Indonesia will have a sub-PIU at
the KANWIL office. The Head of the Extension, Education, and Training

"Division or the head of the division responsible for extemsion, education, and
_training in the KANWIL office will be a sub-project manager (Kuasa Pimpro) who

reports to the NAEP Project Director. .[Therefore, the funds for the project

-activities will flow through that office to each participating agency in each
.province. To run the task, the sub-project manager is assisted by the PUMC

(regional assistant treasurer). The sub-PIU manager coordinates project
implementation and supervision and is responsible for monitoring and

-evaluating project activities, for which he reports to the NAEP Director. He
1s also responsible for the overall coordination of extension programs inm the
‘province and accordingly reports to the KAKANWIL. Project implementation at

“the provincial level will occur as follows: (a) civil works and procurement of

furniture and equipment would be implemented by the Head of the Extension,
Education, and Training Division; (b) the training program would be
implemented by ISTC in conjunction with Dinas staff; (c) production of

‘extension materials would be implemented by AICs; and (d) technical support

and supervision would be done by each Kepala Dinas, with coordinmation of tha
program by the Head of the Extension, Education, and Trainming Division.

6.09 Reorientation. A major national sehinar will be held in March 1933
to train all Kuasa Pimpros and their treasurers in their duties under the
revised project., It is also agreed that each Province would whera necessary

-appoint as Kuasa Pimpro thelr most experlenced and capable extensionist, who
_has good leadership qualities. This one week national seminar would be

followed by 2 day seminars at reglonal level (groups of 2 to 4 provinces)
during April, May, and June to which all key members of FKPP I, research and
university staff would be invited for discussion on the proposed revitalised
extension system. :

C.. Extension Methodology

6.10 The basic principles of the training and visit system of agricultural
extension are by now well understood widely in Indonesia, both in theory and
in concept, for implementation in the field." NFCEP and NAEP II management
have been quite effective in communicating those principles to the provimcial
agricultural staff, predominantly to Food Crop Staff in irrigated rice
production areas. However, this task would be made more difficult in the
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proposed project due both to the increased difficulty of communication in the
upland, tidal swamp, transmigration, and coastal fisheries areas that are to
be included in the program and to the iavolveuent of PPLs and PPSs from all
the subsectors. Training programs under the project would thus be increased
in frequency, and would comcentrata on teaching extension methodology, as wall
as the simple eleaents of technical background of other subsectors, to the
PPLs of all subsectors. As far as possible, only one set of extension farmer
groups will be formed in any locality served by one sat of PPLs in a REC.

6.11 PPSs of the'different subsactors would be responsible for idtroducing
extension packages for their subsectors and for training, briefing, and
backstopping the PPLs in..their speclalized subsactors... The. Chief of the R=ZC,
with the help of the PPUPs, would prepare an integrated program of all four
extension services for delivery to the farmers. The PPLs of different

many as are prasent) would jointly visit the farmers to advise them on their
individual needs. Given the “long-tarm asset establishment and maintenance
nature of nonfood crop activities, extension on such matters as construction
of, water supply to, and fertilization of, fishponds; construction of chicken
houses; and inoculation and breeding of cattle is not particularly time-bound
and can be fitted into the slack periods of the seasonal crops. In many
cases, extension recommendations for the various activities must be integrated
to be relevant to actual farm-level decisions. This applies, for example, to
intercropping (upland paddy under rubber Or coconut trees), fish raising in
paddy fields, rotation of estate crops (e.g., sugar) with food crops, Or a
mutually beneficial farming systea involving animals (for manure and draft
power) and forage crops. In many such areas, generalist PPLs, with guidance
from PPSs of different subsectors, would be able to deliver simple extension
messages for most of the commodities with which the farmers are concerned,
calling on requisita specialist PPLs or PPSs when problens arise. However,
for some estate crops such as rubber, -coconut, and oil palm, for animal
health, and for brackish water and marine fisharies, speclalist PPLs nay be
needed depending on the nature of the job they would have to perform, as
indicated in the following paragraphs. o

6.12 Estate Crops. For rubber, coconut, and oil palm, the extension
message would focus on cultivation methods, nursery techniques, weeding,
processing, and marketing, with the ultimate aia of introducing the farmers to
somevhat more sophisticated and financially viable packages. For tree crops,
a major comstraint to progress in the smallholder sector has been the
nonavailability of high quality planting materials. However, this shortage of
Planting material could be alleviated through the harnessing of resources and
capabilities of PIPs, PMUs, and even the private sector in the target areas.
The provision of improved planting material would have to be accoampanied by
the requisite fertilizer, pesticides, equipment, credit, pProcessing, and _
marketing. (For further details, see Project File Annex 6, Working Paper 1 —-
Estate Crops),

6.13 Livestock. Increase in livestock output would largely come from
extenslon of better nutrition and anipal health services. Wnile nutrition
extension may be handlad by generalist PPLs, animal health extension could be

- performed better by specialist PPLs. The project includes animal health
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posts, mobile animal health clinics, and anfmal health officers (AHO) in
addition to PPLs. The concept is to provide low cost delivery of basic animal
health services through these posts, the AHOs, and the mobile aniral health
clinics. The AHOs and speclalist PPLs would be trained to recognize the most
comaon foras of major diseases such as Newcastle, hemorrhagic septicemia, and
anthrax; to administer vaccines and advise on other treatments "and procedures;
and thereby to achieve a wide dispersion of the benefits that improved animal
health can yield. Improvenant in livestock production from better nutrition
and anizal health would make increased draft power available for increased
crop production. (For further details, see Project File Annex 6, Working
Paper 2 -- Livestock.)

6.14 Fisheries. Extension activities for brackish water fisheries would
include pond englneering, shrimp hatchery development, shrimp culture
development, and feed production tachnology. However, most development
constraints are in the marine subsector. The average productivity of a
small-scale marine fisherman is about 1.1 mt per year. To ensure the
well-being of small-scale marine fishermen on a sustained basis, it may be
necessary in some cases to regulate fishing methodologies in the coastal
areas, and a special effort needs to be made to encourage the introduction of
marice or brackish water aquaculture for underemployed marine fishermen.
Fishery extension for small-scale marine fishing communities would ineclude
conmunicating improvements in"post-harvest technology, in fisheries
technology, in assistance to social welfare and comnunity development
programs, and in the management and operation of small~scale enterprises and
organization. (For further details, see Project File Annex 6, Working Paper 3
~- Fisheries.)’

D. Farmer Groups
gt tn.

6.15 Rural people have lived for centuries within strong communal groups
or cooperatives (such as subak, gotong-royong, maphalus, etc.). These have
clear membership ties, strong individual affiliation, and considerable power
invested in the chosen leader, who commands much loyalty from the members.
Prineipally, the traditional groups' agricultural activities (subak, rzaphalus)
have a close parallel with the T & V system in that the groups hold regular
meetings (every 35 days) to discuss field problems, to transfer government
policy and techmology, and to try and apply new technology. It has thus not
been difficult to adapt thea to form groups for agricultural extension
purposes. Farmer group formation is generally based on whether field areas
are contiguous (15-25 Ha/farmer group) rather than on whether the farmers are
neighbors. Generally, each farmer group consists of approximately 100 farm
families in irrigated areas, comprising one coatact farmer and 20 progressive
farmers from the upper layer. The demarcation of the area is decided by
natural factors such as canals, roads, forests, or villages. Selection into
groups emphasizes that the group has: (a) a similar purpose; (b) the same
activities; and (c) easy communication with each other. The effectiveness of
farmer groups depends upon the degree of interaction within the group. The
task of the extension services is to continually motivate and maintain the
social interaction among members and between the group and external
lostitutions concerned with agricultural development. The farmer group was
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the embryo of the Special Intemnsification (INSUS) Program which has been
expanded to the entire country. Since the INSUS program started in 1979, the
PPLs have had an important role in maintaining and supporting the
communication of the group with other social imstitutions, guiding the faramer
group, anal-.zing their farm management needs to get maxinum profit, and
practicing .- + technology in their own field. The growth and developmeat of
farmer grou,... depend upon the activity of the groups themsalves as well as
that of PPLs. Whereas farmers' attitudes were changing very slowly when basad
on an individuzl approach, change has come much faster with the approaches
based on farzer groups. Specilal efforts would be made to widen decision
making in farmer groups, and to assist resource-poor farmers, as discussed in
Para. 2.08 above. ‘A detailed proposal to-develop special subgroups for
resource poor farmers has been preparad and this would be reviewed by the NCAE
for implementation under the reformulated project. Tha development of joint
actions among farmer groups. will not only focus on an increase.in productivity
but also on the dyramics of rural development.

6.16 Every year the GOI selects the best farmer group in the countzry for
"an awazd as a=z iaceative to the growth aad development of farmer groups. The
competition eacourages farmer involvement in the program, and raises its
social status. Some farmer groups evolve into cooperative systems with a
strong legal foundation and a more formal constitution, which strengthsas not
only their ability to procure inputs and to organize joint processing and
grading of produce, but also marketing. .

E. Role of Women and Youth

6.17 Woman continue to play an important role in extension both as
extension agents and as members of the target groups. About 15% of the PPLs
engaged under NFCEP and NAEP II are women. The proposed project would provide
support for training women in food crop production, food processing and
cash-earning enterprises, and improved household managemeat practices.
Although the most direct communication by'extension workers has been with the
husbands, the women are reached indirectly through demomstration plots,
leaflets, ard film shows. On the whole, the extension system has been
essentially neutral regarding the role of women in smallholder agriculture;
however, efforts are underway to increase the direct impact of extension
services on women. Women and youth subgroups are emncouraged in all farmer
groups, but they can also (depending on local social customs) participate ia
mixed groups. An effective extension approach must include the development
not just of the farmer, but of the family as a unit.

F. Research/Extension Linkages

6.18 AARD is responsible for conducting research in the four subsectors,
while each DG in the Ministry of Agriculture is responsible for recommending
new technology in his subsector under the coordinating umbrella of AAETE.
PPSs would maintain close liaison and receive training from research stations
and would have responsibility for conducting location-specific verification
trials of new techmology that has been recommended by the DG and FKPPI-befo:z
it is transferred to
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PPLs. The analysis of verification trial results, demonstrations and farmer
adoption of existing impact points would be built into the revised crop
_recommendations for each seasonal program, thereby ensuring that the
.recoanendations bacome more location-specific and relevant to farmers' needs.
The specialists at the AICs are responsible for preparing extension materials
based on their contacts with research and university scientists and PPSs,
‘under the ovarall direction of the Head of the Extensionm, Education, and
Training Division in the KANWIL office assisted by the PPS Coordinator. Thus
AICs produce printed, audiovisual, and related matérials needed for PPLs/PPUPs
and the farmers.'

6.19 - Research/extension linkage would be further strengthemad under the - -
proposed project through: (a) meetings once every two months of the Directors
of Extension, Diractor of the Bureau of Agricultural Extension, and Directors
‘'of the AARD Central Research Institutes; (b) a semi-annual dialogue with the
National Farmers' Reprasentatives and master farmers by the Directors of
Extension, Director of the Bureau of Agricultural Extension, Directors of the
AARD Central Research Institutes, Heads.of Bureaus of BIMAS, DG-AARD,
DG-AAETE, and Saecretary of BIMAS in accordance with the Minister's Decree; (e)
mora frequent, systematic, and effective meetings of research and extension
specialists in the periodic review sessions; (d) an increase i{n the frequency
of visits by PPSs to research inmstitutes; (e) more verification and ‘on-farm
trials to be carried out by PPLs and PPSs under the supervision of research
scientists; (£f) more involvement of farmers in the identification of ressarch
problems and interpretation of research findings; and (g) quicker distribution
of extension materials £rom AICs based on new recommendations resulting from
on-farm trials and seasonal analysis of farmer adoption of impact points.
Under the Agricultural Research Management Project being appraised by the Bank
in 1988, the farming systems research program would be strengthened and placed
under a national coordiamator (already appointed in July 1987).

G. Monitoring and Evaluation

6.20 Monitoring of the project's physical and financial programs and the
overall conduct of seasonal extension programs would be conducted by the
sub-PIUs in the province under the guldance of the PIU. The sub-PIUs would
also prepare half-yearly progress 1-ports which would be reviewed by the PIU.
Based on these semi-annual reports, the PIU would prepare semi-annual progress
reports, as well as a project completion report within six months of the
completion of the project for submission to the Bank. The existing M & E
system would be reviewed and improved by the M & E coasultant ia conjunction
with project and other MOA staff iavolved within 3 months of his arrival. He
would then organize seminars and training courses to assure effective
introduction of the improved system.

6.21 The Director of the Bureau of Agricultural Extension (BAE) of AAETE
would be responsible for establishing and managing the project's evaluation
system to enable evaluation of the overall success of the project. The
Director of BAE would also evaluate achievements of each project component in
relation to its objectives and, where feasible, estimation of quantified
benefits. Funds have been provided in the project for several studies and
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ongoling evaluations and for an expatriate expert on monitoring and
evaluation. The main purpose of the evaluation and studies would be to make
Tecommendations to project management on modifications or improvements to
ongolng extension activities so that they may be better adapted to the needs
and characteristics of the faraers.

6.22 In conjunction with the Planning Bureau of MOA and that of AASTE, the
PIU would strengthen AAETE's existing capacity to monitor all major extension
programs in the country to ensure that all advances in extension methodology
and studies of extra cost-effectiveness are fully evaluated and their findings
made known to all concerned in planning seasonal extension programs. These
reports would be reviewed in the 'NCAE, and ‘made 'available to FKPP-I staff,
Annual saminars would be held to include }MOA and donor agency staff to fully
debate such study implications. Among the projects that would bz included for
raview, in addition to NAEP III, would be:

= the USAID-financed Secondary Food Crops Development Project
(SFCEP) with DGFCA, which involves palawija crop production in E.
Java, Laopung and S. Sulawasi, and which is basced on izproved
farmer demonstrations, mora use of the media, and better farm
management advice and merket intellioence°‘

- the proposed Bank-financed Tree Crop Human Resource Development
"Project, that complements NAEP III activities. This project will
provide extension support to nucleus estate and special project
farmer groups through UPP's, while NAEP III will assist all other
smallholder estate crop farmers (classified by DGE as partially
assisted) through the normal REC program;

= the FAO/UNDP Fisheries Development Support Project, which will
strengthén DGF's developmant centers at Jepara (brackish water),
Semarang (marine), and Sukabumi (freshwater) to develop more
relevant technologies for field extension staff, and rum training
courses for PPS; and .

- the IFAD/UNDP P4K Project, which provides special assistance to
marginal farmers and landless.

6.23 From the full list of projects involved with extension (Annex 6 Table
2) it is clear that much could be gained from collaboration between these
projects in strengthening the extenmsion system. Improved methodologies would
be developed and amalysed under these projects to stremngthen extension
delivery especially for palawija crops, estate crops, livestock and fisheries;
and they would work together in the FKPP forums to improve training of staff
and farmers, and strengthen research extension linkages to improve the calibre
of extension recommendations. Annual seminars of donor projects would be held
to discuss experience and agree on activities that could usefully be reviewed
by each project in the subsequent year.
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VII. BENEFITS, JUSTIFICATION, AND RISKS

A. Production Targets and Extension Packages

7.01 Assessuents have been made of the main coanstraints to smallholder
production-of the more inportant coamodities, present average yields, ‘
agronomically feasible smallholder yields, and expected yields with extension,
-ylelds which are in eath case taken at levels assumed to be far below what
could be potentially achieved with .intensive area- and commodity-specific
developaent programs. These assesszents are presented in working papers in
the project file (Annex 6) and sumzarized in Annex 5, Table l. In many cases,
constraints are identified in areas outside the purview of the extension
effort: for example, the developmaant of new varieties by research, and
improvezents in mark=ting aad credit arrangements and price policies. In most
cases, however, yleld incraases profitable to the smallholder are possible
with ioproved agricultural technigua alone, even under present institutional
arrangexents and with the varietles currently available.

B. Bepefit Estimation

7.02 An economic assessument of the proposed project is difficult for
several reasons. First, its implecentation and impact would be dispérsed
throughout 27 provinces of Indonesia, and across the entire range of
smallholder agricultural activity. Second, other variables such as research
results, availability of inputs, and attitudes and response of farmers affect
the estimation of benefits in every area or subsector. .Fimally, it is
theoretically and empirically difficult to isolate the effects of extension
from those of research, improved inputs, weather trends, changes ia relative
prices and maketing systems, general improvements in education and access to
mass media, and programs of investment in transport, agricultural, and
irrigation infrastructure. The following economic analysis is therefore
presented as a broad indicator of the economic rate of  retura for the project
based on an identification of certain key parameters and comnservative but
reasonable values for these paramet=rs. For this reason also, no attampt has
been made to update this analysis for the revised project, as it is considered
indicative of likely benefits.

7.03 Potential Incremental Yields. The assessment of the potential impact
of the project was narrowed to a few selected commodities which would be .
emphasized in this project (and in the revised project) and which would be
readily amenable to production increases through improved extension. These
include the major food crops (rice, maize, cassava, groundnuts, soybean,
oranges, and garlic); estate crops (rubber, coconut, coffee, cloves, pepper,
sugar, tobacco, cotton); freshwater, brackish water, marine, and mariculture
fisheries; and 1ivestock (cattle, dairy cattle, poultry, ducks, sheep, and
goats). For these commodities, a potential incremental yield was estimated
based on the projected impact of extension alone (Annex 5, Table 1) assuming
only relatively simple improvements in cultivation practices, minimum increase
in purchased inputs, and no major oc~farm investments. These assumed yield
{increments are far below both the gemetic potential of improved varieties and
increases attainable with more inteansive specfalized programs.
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7.04 Farmer Participation. Farmer participation was projected on past

experieace and on a model of the actual implementation of extension at the
field level. Here farmer response depends on the PPL's ability to organize a
group and a visiting schedule, to build close rapport with at least a minimum

nuaber of contact farmers, and to improve thelr practices and pass them on to
their neighbors by demonstration practices. Based on this model, two

categories of food crop farmers and fishermen were defined:

(a) Contact farmers aad fishermen (1 for each farmer/fishernman group)
following most of the PPL's recommendations and achieving 100% o
the potential yield incremeat. This is equivalent to 16_
. farmers/fishermen par PPL in Java and Bali where one PPL handlas
16 farmer/fishermen groups, and to 8 in the Outer Islands.

(b) Partially participating farmers/fishermen who follow some of the
recomnendations of the PPL, i.e., 44 farmers/fishermen per group
achieving 30% of the potential yield increment, 23 per group

"achieving 60%, and 22 per group achieving 80%. It is estimatad
to be 99 per farmer/fisherman group formed and 1,584 farmers/
fishermen per PPL in Java and Bali, and 792 in the Outer Islands.

For estate crops, it is assumed that only an average S0% of the potential
incremeatal yield will be achieved by the farmers reached. For livestock,
about 30% of the livestock population 1s expected to be covered which would
achieve 100% of the potential incremeat. Using the number of incremental
field staff to be recruited under this project and their projected
farmer/area/livestock coverage, the impact of the project was calculated.

7.05 Development Period. The final incremental production due to the
project is given Iin Annex 5, Table 2. It is assumed that achievement of
potential incremental yields and production of the representative food crops
and poultry products would require five years, commencing in the year
following introduction of extenslion in various districts and provinces. The
developoent period for fish production is assumed to be three years, and for
tree crops, temn years. A two-year lag was assumed for the benefit streanm
following the construction of RECs and the recruitment of the staff. These
assumptions are bullt into the total benefit stream given in Annex 5, Table 3.

7.06 Prices. Estimates of farmgate prices for the food and tree crops for
1985 and beyond are based on projections of world prices 1n coastant 1986
currancy value for those commodities. For the local £ish, food crop, and
livestock products, which are gererally not internationally traded and for
which long-term price projections are not available, estimates of typlcal
local farmgate prices have been made for 1985, and these prices have been
assumed to remain constant in real terms over the life of the project.
Although the potential yleld increments were derived under the assumption of
negligible increases in input usage, the gross benefits for each commodity
presentad in Annex 5, Table 2, have been reduced by 25% in Annex 5, Table 3,
to account for any incremental input usage which may be necessary.
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7.07  Rata of Return and Sensitivity Analysis. The indicative pProject
economic rate of return (ERR) based on the foregoing set of conservative
assumptions is 32%. The ERR 1is relatively insensitive to change in either

. eosts or benefits. Costs could rise by 235% before the ERR would fall below
10%Z. Benefitg could decraase by 70% and the ERR would still be 10% (Annex 5,

C. Environmental Effects

7.08 The only foreseeable significant environmental impact of the pProject
would ba a positive one i that the introduction,of,extensipn recommendationsh__
“in the upland and traasmigration areas, where erosion dye to agricultural
practices is cuvrently a problem, would be reduced, : :

D. Risks
7.09 There are no significant agricultural risks, but the project has

faced some manageaent and organizational;constraints, and the funding problems
Tecently encounterad by GOI have severely impaired the effective delivery of
extension. These issues have beep thoroughly addressed during Project
reformulation, Although they still remain complex, project management and
organization have beepn Strengthened as have those of the overall extension
Program. BAPPENAS and the Mioistry of Finance have given an assurance that

- VIII. AGREEMENTS AND RECOMHﬁNDATION

A. égreements

(b) No additional extension mobile units will pe bought until a full
cost-effectiveness study has been carrieq out on the use of
existing ones. Likewise the final 40 anfga] health mobile units
will only be purchased after the initial five have been
purchased, used for a year, and been subject to review (Para.
4,11),

(¢) Annual long-ternm training programs satisfactory to the Bank
would be submitted to the Bank by December 31 each year,
Starting in 1987 (Para. 4.21).
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(d) Consultants for technical assistance in extension, monitoriag
and evaluation, and rural sociology would be employed commencing
no later than September 30, 1988 (Para. 4.24).

(e) An anoual operation plan (AOP), which would summarize the
provincial AOPs, would be prepared and submitted to the Bank
. each year by November 1 for concurrence,; commencing November
1988, (Para. 4.27).

(£) Vehicles would be purchased by ICB, and not under reserve
procurement (Para 5.05), and extension materials would be
produced by force account throuch AICs (Para 5 07)

(g) GoI would agree to gradually take over a share of inc*emental
operating costs, extension materfials, and trials and
demonstrations which IBRD would fund at 100% in GOI's financial
year 1987/88 and 1988/89, at 75% in 1989/90, and at 50% in

1990/91 and thereafter (Para 5.08).

(h) In mid 1989, eighteen months after issuance of the said
Instruction Letter, a joint Bank/GOI evaluation would be made to
review the effectiveness of .the organisational structure. The

- recommendations of this review.would then be formally embodied
in any necessary amendmeént to the mimisterial decree (Para 6.03).

(1) The M & E consultant would prepare an improved M & E system for
the project's physical and financial programs and for the
overall seasonal extension program within three months of his
arrival (Para 6.20).

(j) As a condition of reformulation, an Instruction Letter of MOA
concerning the assigument of the Head of the Agricultural
Education, Training and Extension Division ian the 0ffice of the
Kanpwil to be responsible for overseeing all extension activities
in the province and ensuring that all agreements reached in the
FKPP I are implemented under the overall direction of the Head
of the Kanwil, would be issued before February 29, 1988. This
instruction would make clear that inm this capacity the Head of
the Extension, Training and Education Division would assume the
duties of the BIMAS Secretary for .the day-~to~day running of
extension activities in the province; and he would be appoiated *
Co~Chairman of the Tim Kerja for FKPP I and in practice would
normally chair its meetings (Para 6.01).

3, . Recommendation

8.02 With the above assurances and conditions, the reformulated project is
suitable for coatinued disbursement of US$55 million of an original Bank loan
of US$70 million for a term of 20 years, including a 5-year grace period, at
the standard variable rate from the effective date of the project. The
Borrower would be the Republic of Indonesia,
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A, BXCKGROUND

1. Acriculturzl extension can be defined as the provision of increzsed
knowledge and skills necessary for farmers to be able to adopt and appoly more
efficient crop and animal production methods to improve their producztivity and
living standards. It depends crucially on effective communi:ation, which has
€0 be a two-way process between fz:zmers and extension workers Inzearnatiounlly
experience with the role of extension in improving the oroquct;v;:y of farne:rs
in develosing countries such as Indonesia shows very clearly the key function
of three ingredients for success: '

( ) Inpu&ts - seeds, ‘e tilizer and pesticides - adapted to lozal
concitions and practices;

{b) An acceptable produczion technology, which has to be derived Z:em
research, which is p::nc'oally done by research zgencies, but ran
of course also be done by the farmer himself; and

(c) Once the farmer has progressed beyond the subsiszence staée,_@
mzrket for hxs oronuc-s and related infrastrucsture.

2. There arze other comsonen s of success, but .hese are supportive.
Crefit Zqz instance may well assist by making inputs more 'ea-LTy otainablc

by the Zacmer; covernment price and subsidy policy can likewise create vitel
incentives or disincentives. Extension itself is not an essentizl element Iiv
improving productivizy, its role is largely one of speeding up <he
¢issemination process of new technology, which in its absence would be much
slower

2. In Indonesia's case this diczum is well exemplified by the suczess of
zeaching rice self sufficiency over the past decade. A new technology in
hicher vielding rice varieties ané improved cultural practices was availabl
Zzcm research; 3IMAS provided an input program which coordinated input supply. '
credit and marketing: government subsidy-policy created additional incentives:
and, expanded ex:tension services under DGFCA in 2ll rice areas, based on &
well orcanized training and visit extension approach further zssisted rapid J/
adoption of the new technologies.

4 Jowever, as Indonesia moves into the nex:t decade, it is faced with

the problem of how to further diversify its agriculture to increase farm
incomes and develop expanded exporis from agriculture, now that the oil price
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has fallen and the recurrent funds Lo support such development have become
much scarcer. In discussing Indonesia's agriculture development over the next
; decade the country is faced with a number of critical issues; and as further
/'eza background to this paper it is well to remember the key objectives to be
reached:

(a) To maintain rice self sufficiency in the face of increasing
population pressure and with reductions in existing levels of]
pesticide and fertilizer subsidy; v

(b) To diversify into export crop and livestock/fishery enterprises
to improve both national and farmer incomes in the face of much
reduced revenues from the oil sector; v

(c) To reduce rural poverty by improving both levels of nutrition and |
farmer incomes over very diverse socio-economic situations while
preserving an often fragile resou ce environment. Situations
vary from densely populated eroding upland areas in Java, to poor
infrastcructure, often infertile soils and with limited improved
technologies for development in many of the outer islanés.

i

S (d) In redching these goals Indonesia needs to capitalise &n abundant
but often ill-trained human resources, and plentiful but often
fragile natural resources. It needs to identify in each
agro-ecological zone the enterprises that have the biggest scope
for rapid development, where existing constraints can be most
readily alleviated and which create additional direct or indirect
gainful employment for the buzgeoning numbers of unemploved or
€E§ under employed Indonesians. .. R%
Since the roles of research and extension are so closely interlinked, I've
touched on some of the reseazch inputs as well as those of extension in
discussing. several points concerning these four key objectives.

. 5. Research has a key role to play in maintaining rice self suificiency
by releasing new varieties that have both higher yield potential and arce
- resistant to key pest and disease problems, of which 2rown Plant Eogper is the
most serious. 3Sybrid rice research snou’d continue as it has the potenctial tu
give s ignx icant yield increases that will enable self suffjiciency to be

- v maintained on a reduced rice area f:ee;ng either land or one of the growing
seasons for azlternative crops. Extension has a key role %o piay likewise by
intzoducing Integrated Pest Management regimes that reduce the need Zor

V¥ pesticides, and emphasize improved agronomic and rotational practices o
offset possible lower levels of fertilizer application. Provision of inputs;

v especially guality seed needs additional attention, especially in ouzlying
provinces. '
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6. For diversification, research has a key role to play in introducing
better technical recommendations for the most promising enterprises that have
comparative advantage in the varying agro ecological zones. Micro-econonmic
research has to assist in defining which are the enterprises, which can give

the farmers the best return in these varying agro-ecological zones and/or
geographic regions. The extension service then has to disseminate the

improved recommendations to the farmer in a better combination of face-to-face , '

v/ extension and integrated use of the media. In all cases more attention has to CrrA

be given to post harvest technology to add value (which often means gquality as
well as processing) at the farm gqate or close to the farm gate to increase
both employment and incomes in the rural areas. Improved infrastructure, /
rural electrification and macketing facilities and removal of restrictive
monopolies on transport (especially marine transport) all would have a very v
beneficial effect on stimulazing such development, together with appropriate
credit provision and broader development of rural financial markets. While
many primary commodities:are facing declining price forecasts, key enterprises
with good prospects for development in varying locations include: legume .
grains to increase o0il supply and improve soil fertility; corn for livestock
feed and export; fruit and vegetables; cloves, spices, essential oils and
beverages (cofiee, tea and cocoa), which all have a potential big pay off to v
improved extension as‘'it is currently a2lmost non existent for smallholder 7
estate_and industrial.crops outside curren: special schemes; coconuts for
copra, etc.

7. . Reducing rural povercy will hinge on improving nutrition and farmer

incomes by introducing better adapted technolocies discussed in Para 3 above,

and in targetting the poorest kecamatans in the country under area development, /49
projects that will reguire an jnteqrated rural development approach to be -
coordinated by hetrer trained Bappeda staff at orovincial and distries

levels. It will also requize a change in the apsroach to.extensiqp'by’which
traditional farmer groups are made more democzazic, and include farmer .
representatives who are drawn from the resource-poor farmers, and more v
astention to women and youth. Much more attention will need to be given to LeL
.. . . . s . . . . . RSLidrv
developing self reliance in rural communities in view of the shrinkiag budget X

55 fund more government support, which in any event is rarely £fully responsive

to farmer recuirements.

8. In order to make best use of the human resource potential, major

emphasis over the next decacde has to be placed on institution building,

improved management and orcanization and on sza2ff and farmer training. Tiis

is already receiving special at:tention for research, where in agreement with

AARD the next World Bank £financed project will focus on improved research
management, development of a master plan for the next decade and improved
orogramming of research on better defined priorities. Likewise in improving

its extension service, GOI 1s now emphasizing better coordination of extension
delivery in a unified service at the grass roots level, with a single line of
command. The approach :to extension will need :o change over the next decade

from a nationally mandated production driven approach to a more educational
approach in which the farmer is made aware of the profitability as well as 23221
technical advances for a range of enterprises he might include in his farm TR 020
syvstem. This also implies zhat there has to be a better undezstanding of the i
national resource base, and so the potential for varying agro ecological zones
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in each broad geographic region has to be better understood, and site specific v

recommendations made for each zone. This implies a reordering of research
(presently organized on a national mandate basis for each of its stations) to

"also provide regional recommendaticns. This will require more emphasis on the

farming systems research approach, already belng widely adopted by AARD with
examples in each of the main agro-ecolog;cal zones. This has also to be
followed up with more location specific extension recommendations, which calls
for better research extension linkages and the production of provincial farm
budgetting handbooks. —

B. RIVIEW O

"y

ISSUZS IN AGRICULTURAL EXTINSION

9. In moving from giving major attention to rice development, Indonesia
has already made considerable changes in the emphasis of agricultural
enterprise production prodrams and the way in which it organises and manages
its extension service. BIMAS has been separated f£-om the Directorate General
of Foodcrops, and prodrams now exist for intensifving palawija, estate crop
horticultural crops as well as livestock and shrimp production. These
procrams ate all coordinated by BIMAS, which has also been given
responsibility for the administration of all field extension staff at the DpS
(provincial and district specialist trainers), PPU2 (REC supervisors) and PPL
(village level workers) level, The extension service has been unified at th
grass roots level at the Rural Extension Centre (3PP - Balai Penvuluhan

IEEr:anian) and c:mmx::ees, which include 21l four Directorate§Generalg of Food

Ctops, Estate Crops, Livestock and Fisheries, together with staff from SIMAS,
AAZTEZ and AARD coordinate extension activitles and approve seasonal programs
at the national, provincial and distzic:s level (see Chart I). At each level
one person is now charged with seeing that the programs agreed by each party
in the committees are carried out. At the grovin:ial level the man ’
responsible is the Kakanwil Pertanian, delegating day to day reszonsxbz---y
for overall supervision and reporting -back to the FXPP I committee to his Head
of Extension and Training Bureau (Xepala 3idang D;xlatlun); wnile at the
District level it is the Repala Dinas who is selezzed as head of FKPP II, that
has prime zesponsibiIity delecating cday %o day supervision to the Dis<rict
3imas Secrezary. There is thus now a sincle line of command through the
extension service, which should improve both progran implementation and
accountadbility,

10.. ™he wmain issues now azfecting excension can be summarised as follows:

(2) The need to consolidate and strengthen the new management
tructure;

(5) The need to develop more appropriate technical messages in a farm
systems context for each agro-ecologiczl zone in.a region;

(c) The need to ensure adeguate funding of the expanded extension
service, and hence to experiment with cheaper methodés of reaching
more farmezs:

v s

TIA



S {d)

(e)

(£)

{g)

- (h)

The need to move to a more educational approach enabling farmers
to choose the most suitable enterprise for their enviromment,
management ability and inclination as opposed to trying to impose /
production procrams from above; )

The need to improve farmer awareness of potential costs and
profits of investing in different enterprises by the provision of
farm budgetting handbooks at provincial level for varying v
agro-ecological zones;

The need to develop more farmer self reliance, and to reach more
resource poor farmers, women and youth by broadening ac:ivit&és
within farmer groups; .t

Additional focus has to be placed on value added at the farm
level, which .calls for more attention to agro-processing,
marketing and rural infrastructure in the form of roads,
electrification and communications. This can have a key impact
on rural employment as well as increasing farmer incomes and
potential higher value exports; and,

IKER S FRUCTY

All these activities-will call for some changes in the mix of
skills available in the extension service, and an expanded
progsam of training and upgrading of staff, as well as of farme:s
themselves.

I will now deal with each of these issues in turn.

Strenatheninc the new oraganisational and managemen:t structure. In

LA

(a)

(b)

e short term this involves more effective leadership at each level to’ ensure
he smooth running of the FXPP commitiees, more effective planning and
olementation of seasonal extension programs and better cooréinated tcaining
ams especially for the PPS, who then train the field level staif, 1In the

The creation of the Randep post at district level to parallel Jg“
that of Ranwil at the province and to clearly vest in one person-—Asmiu2y
the responsibility of coordinating all agricultural programs at

that level;

Better integration of other dinas activities as well as
extension, whizh alsoc have to interface with the farmer: on the
£food zrop side this means the plant protection éivision for
better integrated pest management, the crop production é&ivision
for conduct of multi-locational trials and beczter seed

provision, and the economics and marketing division for improved
farm managemenz, crop budgetting handbooks and mazket
intelligence. The other three services - estate crops,

livestock and fisheries have a similar s&tructure that should
similarly become more integrated into overall extension programs.
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(c) Creation of a regional capacity in groups of three or four
provinces to provide better research extension linkage that
cannot presently be achieved on a provincial basis due to the
present organisation of AARD (see para 12 below).

In the longer term, this could well mean a reorientation of the whole
structure of the Ministry at the provincial and district levels with the
extension divisions of each dinas being merged, and the economics/marketing
staff also being merged into single units.

12, Regional and Aaro-Zcological Zone Aoproach. The development of more
location specific technical recommendazions will require production potential
to be assessed on a geographic regional basis within a matrix identifving each
zegions agzo-ecological zone. The smallest building block for this approach
should be the REC working area or WK32P, which is the field level area for
extension planning and the REC should become the unit for aggregating humen
and natural resource potential for planning purposes. This approach caa be
further aggregated as a basis for distrzict and provincial plans and data
books, and will reguire provinces to be grouped to organise effective support
from AARD research staff into training of PPS and assisting with developing
-location specific recommendations. This will also require AARD research
stations not only to -have a2 national mandate, but also a regional one to meet
the needs of farmers in the provinces in or near ghich they are located.

i3, Funding Suooori. It is vital that adequate recurrent funds are
provided by GOI to produce the new technologies £rzom research ané keep
exzension staff effectively operational. A% a time of scarce recurrent /

- funding resources, a switch may have to be made to reducing subsidies on ‘

{ inputs to ensure funds are available for these activities. By making farmer
'groups more self reliant and giving their leaders a say in :unning.theit local
PEC, farmer contributions might also be tapped to help maintain and further
develop REC's. Of more importance, howaver, will be more effective use of che
media so that less face-to-face extension is needed in the more developed
areas, and existing staZf can be redeploved. The media in any even:t will have
lto play a Jarger role in remoter areas, and should also be used to upgrade
Zield staff by the use of distance learning programs.

Co
2

.14, Revised Extension Methodolocv. Over the next decade it will be

"important to move from a largely top down production d-iven approach to

"extension to a more educational approach. This should provide farmezs with v/
relevant technical and financial information on different possible enterprises
suitable for their agro-ecological zone from which they can choose in
accordance with relative profitability, risk assessment, management
requirements and their own personal inclination. It will of course reguirce

- more location specific research, the p-oduction of farm management handbooks ]
on the relative costs and retuzns to investing in varying enterprises as well
as better market intellicence. It will thus reguire much closer liaison

.between PPS and research staff Zrom AARD on the one hand, and staff from the /NFEgvirn
economics and marketing departments of each Directorate General (foodcrops, oK ACH
estate crops, livestock and fisheries) on the other. The rationale for this
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has been discussed in more detail in the final report of the four month
management study carried out by the Pusat Pengembangan Agribisnis for the
National agricultural Extension II Project that was completed in March 1987.
It will of course require changes in the conduct of extension programs and in
the training of all extension staff, and it will evolve over time as more
appropriate location specific technical recommendations become available, as
staff are upgraded and as a new generation of better educated farmers change
the ability of the clientele to receive and absorb new information.

15, rarmer stratification and self reliance. The new approcach will aliso
need to be more sensitive Lo the needs of farmers with varying resourzes by
stratifying different types of farmers in farmer groups and dGeveloping varving
recommendations for each,of them. A present fallacy is that the large mess of
poorer farmers can copy the lead given by farmer leaders (Kontak Tani) and
other progressive farmers. However, since farmer leaders and progressive
farmezs in 90% of cases have more resources than many of their peers, risks
are usually tco creat for smaller-scale resource poor farmers (or housenolés,
where the breadwinner is away in local or more distant towns to earn a living,
and the wife is left to run the farm) to follow their example. Farmer gzouss

need -to-select from within their -number additional Kontak Tani who ace

representative of such householders and they should demonstrate specially
prepared risk averse programs more suited to ‘their stage of development Zcor v/
other farmers in their groups. . Likewise groups should become more democrati
bv selecting different farmers with varying experties to be their specialis:s
on particular types of crop or livestock éh:e:p:ise so they attend the
relevant skill course and not always the one Kontak Tani, wno is the group
leadez. This already happening in many azeas, but it is still the exception
rather than the rule, The whole new a2pproach has to be one of pa:tne:ship/'
between the extension workel and the farmer, and farmers should gradually
become more self reliant. They will also have a larger say in the running of
their local REC, and may even contribute to its upkeep or improvement. In
many .2seas. zucal developoent programs are zlreadv involving farmers .in v
constzucting self help rural roads and water supplies, or organising cevoliving
loan funés a2t the hamlet level as in the Yogvakarta Rural Development 2scject,
waich is increasing their self reliance, ané making them more independant oI
government support for which funds in any event are becoming scarcer., Facmercs
already sit on extension committees at various levels rignt up to the national
level, and they should be making a key inpu: into the desiagn of extension
orog-rams at the RIC level, commenting alsc on- the problems and successes of
previous extension programs. The formal mechanism for this is in place, bu:
it i$ not universally followed and a more conscious effort has to be made by
extension workers in the manner thevy work with farmers and their v/
representative leaders.

ls. Agro-processing and marketing, Onctil now more attention has been
given to increasing farm incomes at the production end rather than the
processing end. This balance needs to be redressed in the recognition tha:
adding value to produce at the farm level by improving gquality, better grading
and packaging, or by further processing can not only improve farm incomes but
also increase employment out in the rural areas. The opportunities for this
are assisted by present rural road and electrification programs, but they
could be further assisted by more attentip to all aspects of agricultural
processing and by fostering small local czaf:zs and industries.
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17. *  Coordination.

e — -~ We have already stressed the need for coordination
within the Ministry og

Asriculture's extension programs by greater use of the

. : S

FEPP commit;?e:.. Th;¥ “as to be widened for broader rural develogment

gf°?r?ms'l” ic hls ¥O%re the BAPPEDA planning agencies at provincial and Sorien
lserict level have the:: roles. 1In irrigated sawah areas, training progranms

for improved water mainacsnent involve both Public Works and Agricultuze; in
eroding upland areas, ¢

N
while in swamp transmry-
N

- c vacion sites, programs lnvolve Public works,
Transmigration and Agyyo.ss

‘ z ure ministries. With increasing decentralisation

of development Programs =5 the district level and below, more use will have to
- a . s . .

be made of the B2Dpedwu Tingkat IT in the kabupatens, the UX®D at the kecamatan

level, and the LXMD ac¢ pya village level. Extension staff have thus to be

aware of their role in the gverall development program, and staff of the Croice

varyi agencies conce 2 - Con7ncy
tylng ag rYrred trained to develop a more concerted and service ¢m—2n/-

oriented approach. Artrieea

i8. Izaining. Slpce many of the activities discussed above call for
changes iln extenSloR apvsarsach, and demand more emphasis on skills in farm
management and a9ro PZoccssing, this has to be reflacted in manpower training
2 ; ¢ 2nd curriculi of extension training programs. To
zeduce extensSlon COSIE ;44 tg respond to the increased educational standards
zeached by the new farmn. geperation, more use has to be made of the media ICTWL
and of distance. learnin.g ;n poeh training scaff and reaching farmers. A

review of manpower Mewcks 11] ne essential once the priorities for Repelita V

have been agreed, and the jaiyre of the way staff are trained should at the

same time D& LEVieWel t, sccommodate the evolving approaches to extension and

new technologies in Cwempnication

Y e . ¢ ie2w of the present role of extension in Indonesisa,
bt 5 . -

and :ur.hechnanges thal :re needed to meet new challenges now facing zhe

couatry, will I hope i... o5 stimulate more discussion on how the preseat

exzension servica .shauld nazt. evalve to effectively meet these challenges over
ine nex:t Gecade. ) . ) -

19. This brief over,,
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