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Appended to this report ars thrae documsnis conposed by the 'u‘h0=
first, entitled "Conments on PDP Congapiual Franmeworz,” 1s
response to Hr, Richard Patlen 's (at thz tins, esployed by ©

of Transaigration, Indonesia) ideas regarding the ¥ip concepl, I
roughied-cut around June 23, 1977 and uas never conpleted dus to
a) Mr. Patten never completed his thoughts--at the tine; ard b) -
not allow.
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The second Appendix (Asslgnment #1) are comments on up-grading t!
Central Java Provinclal Planning Body/ Provincial Area Developaen
USAID (BAPPEDA/FDP) teams' Provincial Profiie for Central Java,
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The third Appendix {Assignment #2} ave caa;‘rt Ylins
KabU§atPn profl_es submitted to the BAPYED -D? iean dur
June, 1977, (They ware subplizad in bahasd ndenzsia and

b orough o
with BAPFEDA/PDP team requests).
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Obviously, each of the three appended documents are reflections on field

work developnent on the project. 1hnj are alzo ths product of oniy one
late-~comer on the projec%, one who =2 ted before the projact deslegn
completed, The najor aralysils, itgel s coaplbted long vefore final

project design or subamission to USA VD-Jaanington occured
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ADNTINISTRATIVE ANALYSES OF THE CENIBAL JAVA
PROVINC 1AL AREA DFVhLG?M:X” PROJECT (PBP)

The Provincial Area Development Project (PDP') for Central Jawva iacludes thoe Tive
Kabupaten (Regencies) of Demak, Kudus, Jepara, Paci, and Rembang. Of the moay
goverament levels, bodies, and fnstitutions which ultimately will be iavoived

in some way in the PDP, there uare several principal ounes; these are casily
identifiable regardless of the particular sub-projects eventually scleceed or

the administrative thrusts desigaed to inplement the sub-projects. They are the
Regional Development Plaaning Body (Badmn Perencanann Pembangunan Dacrabh, BAPPEDA),
thae Regional Development Bank (Baok Pembanguaan erab, BPD), tihe Kabupaten (Love?
11) Regional Goverameat--particularly, the OIIEC& of the ueg10n1] He d (ngxtl),
tha Repional Secretary (Sek Wil/da), the : :
Directorates, the relevant regiopnal service oft
(Kecamatan) headed by the Camat, and finally ¢
Luzab).

L l"‘”zi

» and positions,
ure as specific
sub-projects ideat

There arc other existing administyative ifastitutic

important ic their ove rvight, which will dater into the pict
administrative thousts oi PDP are decided wpon and specifice
fied, Somre of these will be mentionced momeatarily wher the four teatative adsiad
strative thrusts are outlined, others wil! be raised later in the 3apalysis of the

adnministragive thrusts whea re:eviat.
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1. Four Administrative Tarusts/Propraess for

+

Ther=s are {our administrative program thrusts idextI9icd i the PAPPEDS-URM D
conceptual framework. Each of these are incoo g eé,iér ul?ﬂctl? impact

upon the rural poor or provide =3
at the rural peor. These ared
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1.1 ¥Fxtensnification and Intensi
borrvower. ‘The particular ex
ppy is the Badan Kredit XKoc
BRK is funded and financial
(Bi‘!)) H
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1.7 Establishmeai aod Sepitalizavion of a Perusahaan Daaerah (Regional Fater-
prise) or other type of foundatioa at the Kabupaten level for selecting
and funding special and ongoing programs and projects at lover levels
(Kecanatan or village) within the Kabupaten;

1.2 Providing additional funds for capital and extemsioa to Special Dinasz
(Survice Offices) programs. At present, based vjon sub-projects already
identified, these Special Dinas Programs will probably be in the areas of
Live 3tock/Animal Husbandry and Fisberies;

1.4 Provide increased funding and support for a Kecamatan level priority
planning and implement.tion progranm aized at streagthening administrative
ceordination on the part of i~ Camat (Sub-Distric~t Head). The administra-
tive vehicle tentarively identified [or implementing such a prograa is
the UDKP (Unit Daerah Keria Pembargunan or Regioanal (in this case, Kecamatan)

(



Unit for Development Work, a pilot program sponsored by the Central Departecat

of Interior. Under the leadership of the Camat this Unit will select sub-projects
“(falling uvader guidelines puaranteeing impact on the cural poorv) and subzmit them
to the Bupati and BAPPEDA for approval. Once approved, this Unit will guaranteo
the coordination of sub-project implementation.

After a survey and administrative cvaluation of the principal institutions
certaiu to be a major part of any PDP administrative program thrust, each of these
above administrative program structures will be analyzed and evaluated as to
strengths and weaknesses.

2. Principal PDP Administrative Institutions in Central Java

2.1 Of the principal administrative institutions necesszarily to be involved
in the Central Java PDP?, BAPPEDA (the Regional Devolopment Planning Body)
is the most important; amd, in one sense, it is the target of the Program.
Therefore, some of DATPEDA's weaknesses cutlined below should vor be
viewed as negative aspects of the PP as such., They should be seen as one
of the purposes of the PhP.

The Head of BAPPEDA is a staff assistant to the Governor of the Province
and is directly responsible to him, Within the context of PDP this is a
very important point because the authority of BAPPEDA and its Head derives
from the governor; it has little or no contrnl over external resources.
Wichout support from the Governor it is impotent. BAPPEDA is legally the
only staff body in the Proviace which bhas the responsibility for Area
Planning and Evaluation of Plan Tmplementation. 3Specifically, it has the
following duties: composition of the Basic Framework for the Five-Year
Provincial Development Plan; formation of the Five-Year Proviucial
Development Plan; preparation of both the Income and Expendituvere Development
budgets; coordination of the planning and supervision of the preparation

of the final annual Provincial Development plans; and carrying out research
and othey activities as assigned by the Gowvernor.

The formal organization of BAPPEDA is as follows:

BAPPEDA HEAD

£

BAPPEDA SECEETARY

£
3
| |___Files/Records

i
i 1
Division of Bivigion of Division of Division of
Government & Public Works Economics Analysis

Social Affair

Under each division there are three to four sections, so that, for instance

the Analysis Division is divided into the four sections of Reporis, Analysis,
Invastigation, and Scatistics. 1t is not possible to state how strongly manned
each of these Divisions and sections are;



hovever, the Public Works snd Economic Divisions probably have the best
technically trained people.

The BAPPCDA-USALID team working rogether on the PBP consists of USA
consultants and BAYPEDA members apparently drawn {rosm LflcanL Divisions
and Sections. There is also one wmember from the Provincial U[figt

of Animal Husbandry,the HealpfPlanning in that Office. The teaz leader
apparently is from the Division of Goverumeat and Social Affairs as he
-exhibits no technical skills and fermerly was a line executive io the
region. The strengths and weaknesses of the BAPPEDA PDP Tean will be
addressed momentarily, '

The current Head of BAPPEDA is a stvong, hard-working, experienced
administrator who reflects commitment not ouly to the PBP, but to all
activities the BAPPEDA engages in., There are at least ivo importaant
considerations, however. First, as initially ment:omed in this section,
until now the effecllvenesa of BAPPEDA in the whole sphere of Development
Planning and Impleamentation monitoring has depoided woon fvy autlborita~
tive relationship with the Governor. As is well known, formal authority is
as effective as the informal relationships underlying it. There are rumors
to the effect that the relationship between the current Governor of Central
Java and the Head of BAPPEDA ar2 at hest luke wara., Sccond, in o year the
tern of the Head of BAPPEDA expires and he will be leaving this post.

It is not as easy to generalize aboul internal and informal relationships
in BAPPEDA. 1Imn addition to lacking much if any control over external
resources, including incoming quality information from other Provincial

and lover level offices, it scems to be short of human resources. Since
BAPPEDA is assigned numerous activities as well as participatirg in

several projects with cutside agencies such as USAID, it has to stretch
thinly its good personnel. Case at point is the BAPPEDA PDP team; it needed
more personnel earlier, but did not recelve tvo additianal team memhers un-—
til only recently. Furthermore, ucither of the mewconers possess the
requisite skills still lacking on the BAPPEDA Team. There is no one on the
Team capable of performing statistical, systematic, or cost-benefit analysis.
The Team leader, while exceptionally good at following Indonesian protocal
and therefore smoothing the Teaxm's visits te other government offices, has
no planaing or analytic skills--he can barely read. The BAPPEDA PDP Team
could benefit by both improved leadership and increased analytic talents.

Finally, a possible constraint on the Team's performance is the administra-
tive environment. At the Provincial level there is always underlying if not
overt competition between offices. Insofar as most Provincial Service
Offices engage in their own planning, a project such as PDP directly elicit-
ing ideas for sub-projects Irom lower level sevvice offices may be viewed
as competition. There has alrveady been one minor example of ihis. tore
important, however, is tfhat directly under the Governor in the Provincial
Secreitariat is the Bureau of Development/Operations Room. This office is
legally assigned the responsibility of controlling the implesentation of
all Provincial Development projects. In actuality this office adeministers
and oversees all INPRES projects as well. There is strong probability

this office will react to BAPPEDA im its attempt to monitor implementation
and even re-tool implementation as well as undertake planning in the

context of the PDP. (PDP aiwms at giviag BAPFEDA this power of control
through an information monitoring-funding approval process).



2.2

2.3

A

The Regional Developme:s- Bank (BPD) will be the funding conduit to
most if not all PDP administrative thrusts. As such, it will be
responsible for the technical aspects of finsncial administrat ion and
auditiog.

The top leadership of the Regional Develepment Bank are sosit ive about
this role and the Bank's past participation in the BRKE demonstrates it
commitment to participating in t1uly developmontal pragram%. AL the
same time, its personnel will have to be strengthened hoth in nuaber

and ability, especially at the lower ex-Kevesidenan level (an administra-
tive/level unit cacompassing about Five Kabupaten). The Bank leadership
is aware of this and is not afraid to admit there are still administra-
tive problems.

1f a Perusahzan Daevah or its equivalent is established in ecach Kabupates
and/or if the UDEP and special Dinas Proprams are funded by the BPD

A

through the Rabapaten goverement, the losd

4 i the BPD jg going to
be greatly increased. Assuming financial responsibility and integrity is
eritical to the success of PDP, considerable more attention needs to be
given this subject. The BAPPEDA PDP TEAM will no doubt carry out and
contract other institutions to carry out spot checks of the financial
expenditures in these various administrative progran thrusts; BAPPEDA,
however, clearly does not have the manpowsr or the qualified personnel

to conduct financial audits.

The Kabupaten is the sccond level of Regional Government, ghe Province
being first. Besides possessing delimited autonomy in certain spheres
of government as guaranteed by the constitution and State law, it also
serves as an important level im the Ceanter and Provincial Goveraments'
administrative hierarchy in the implementation of programs. In order
to nlace the Kabupaten in perspective in the most expedient way, it is
possible to draw upon a recently written background statement from
USAID's Kabupaten Management and Planniug Program (?TO]ﬁCt Proposal
pp- 4-8). Following the excerpt is an organizational chart and then
further detailed description and analysis of elements of Kabupaten
administration relevant to PDP.

a. "The Kabupaten and its Management Problems. The Kabupaten in
Indonezia is contitutionally cne of the four significant
levels of government at which elements of all three agpects
(executive, legislative, and judicial) of government appear.
The four levels are K tional, Provincial, Kabupaten, and
Viilage (Desa). The Kabupaten is, therefore, a key level
for zhe implementation of both national and provincial
programs and policies designed to reach the people. It is
particularly significant in that it is the lowest level at
which a full range of national and provincial administrative
and technical services are provided through Kabupaten-level
offices of all administrative, financial, and techmical
ministries and departments. These Kabupaten-level offices
of national and provinc'al departrments are separate i{rom
the Kabupaten government's own administrative, financial,
and technical departments, in most of thc same fields, which

also exist in the Kabupaten headquarters' town or city.

"The Kabupaten in Central Java fit within an additional
complex »ot of levels of administration, not all of which
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are found in the ourter islands, ov in other avoas of
Java.  Leokionpg up the administrative laddoer the Rabuapaten
government must deal wirh the . L]
ment between fhe Provinee and
several Kabupaten, ot which sig
major central governaent
(including Financs, Pablic Works,
ete.) arc located. The Resident, or chiel governuankbal
officer at this level, has the status o
Governor.  Looking dowswards, the Eabuphiten govern
reaches the villages through two additio adminfatra-
tive layers: The Kawvedousan and the Kecamatoa.  Ench
Central Java Kabupaten is divided iunto three to six
Kawvedanaan, beaded by a Wedanza or Deputy Buapti, with o
range of Oth(l Kabuapaten offices having branches at that
level. Every Pawedanaan is divided, iz turn, inte three
to five Kecamatan, headed by a Camat, also with a range

of
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sub-¢i{{ices of Kabupilea,

"The focal point for Kabupaten oprratiens is the office
of the Bupati, the senior governmental officer at e
Kabupaten level. The Bupati die, at one and the s
time, the representative of the Governor of rhe Province;
the appointee of the Central Minister of Home Affairs and,
thus, the chief central government officer in the Kabupateng
and the spokesman for the desires of thz people of the
Kabupaten, as expressed through the Kabupaten legislature,
the DPPD. To support him in these respon sibilities, the
Kabupaten guvernment, as noted above, has a secretariat

and a large number o] its own adrinistra
and technical offices, with staf’ prigaril

Kabupaten level, but also at the Kecamatan and other local
levels. The total wumber of civil sevvants now reporting
to the Bupati in all these staffs often amounts to more
than 2,000 in each Kabupaten, This represents a large
expansion of staff from the level of, say, ten years apo
and the expansion is nct yet completced.

ancial,
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"The expansion of staff is only one reflection of the
expansion of activity which is taking place at the
Kabupaten level. At this time, as the mid-point of the
second Five~Year Plan is appreoaching, the Kabupzaten is

in the throes of dealing with a huge increase in the

number of tasks it must acconmplish, both for itself,
pursuant to its responsibility to carry out fuunctions
officiaily delegated to the Kabupaten level; and, more
significantiy, for the central and provincial governments
pursuant to its resnonsibility to plan and implement certain
major proje~ts at the Kabupaten level as executive agent
for the nationalor provincial governmenis. The wmost sigai-
ficant of these major national programs whose execution

is depzndent on implementation by Kabupzten government
and/or levels of government below the Kahupaten include

the regular INPRES (Kabupaten Works) Program; the IXPRLS

Primary Schools program; the [NPRES Health Services program;



the Village Subsidy Program; the Padat Karya labor-
intensive work:s program; aud various aspects of other
national programs iu fields such as family planning,
cducation, agriculture, cte. HMeasured in fiscal terms,
it is estimated that the "load" on the Kabupaten govern-
ment bas tripled in just four years, from 1973-74 to the
budger for the 1976-77 current year, when measured in
teriy f total expenditures for which the Kabupatea is
respoasible.

"The financial rescurces available to cach Kabupaten fronm

its own tax and other reverue sources have expandod, but

by no means fast enough to {inance the great iacrease in
developnent expenditures. The Central and Provincial
governments collect all significant taxes in Indonesia.

Only nminor taxes arc assessed and collected by Kabupaten.
Even Lho IPEDN land cax whi ar item of Vabupaien
revenue, is a nationsl tax, assessed by units of the

Central Department of Finance located at the Residency level
of government, and collected by units of the Cential Dopare-
ment of Finance located at the Kabupaten level. The major
scurce of finance for the increasced development-project
fiscal load on each Kabupaten is, therecfore, from major
Ceatral Government grants~in-aid or subsidies specifically
directed at certain development programs (INPRES, Village
Subsidy, Padat Karva, etc.) The share of development expendi-
ture for which the Kabupaten is responsible and, indeed, of
total expenditures at the Kebupaten level and below which

are financed by locally raised revenue, has consequently
fallen sharply over the last few years.
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“The management problems faced by the Kabupaten are, thus,
severe. A much heavier load of project planniung and

impl aentation must be carried out than before. The
Kabupai.n has less freedom of action than it did years ago
to deternine its own development priorities, since the
priorities and conditions for a much larger share of
development expenditures are now set by the central and
provincianl government levels. These Kabupaten expenditures
must themselves be carcied out in the context of a more
pervasive set of central and proviacial projects being
carried out simultancously in each Kabupaten than was
previously the case. Finally, this higher Kabupaten work-
load must be carried out by a staff which, though greatly
expanded, lias not had much training or expericnce in the
management of large numbers of projects and people, or of
large sums of money for corp’ex and multifaceted develop-
ment programs.

"The mechanism used by mcst Bupatis for dealing with manage-
ment problems is usually a committee of senior staff
personnel, often comprised of the Deputy to the Bupati, the
Chief{s of the Kabupaten Government's Sub-Directorates of



Development, Finance, General Government, and Public Works,
and the head of the Kabupaten's Operations Room (an L”hrynn'
coordination office which atteapts to keep tabs on all
activities go™ :p on iu the Kabupaten shich receive public
financing fro: any source), supported, as the case might be,
by the heads of variouws Kabupaten techaical offices. This
team is supplemented by the heads of the Kabupaten-level
offices of the various central/proviacial administrative

and technical departments, as neaded. It is this group that
is usually involved in drawing up the annual budget for

cach Kabupaten,

“"There has been general concern with the adequacy of Kabupaten
managenent machinery, and with the qualifications and number
of adequately trained and experienced oificials to fill
Kabupat<u positions. As the national BAPPENAS expanded in
staff and in functions, the inadequzay cf planning and
management institutions concerned with development programniog
and implementatior at the Provincial and Kabupaten levals
became more and more obvious. One najor step taken in response
to this felt need was the establishment of BAPPEDAs at the
provincial level, pursuvant to centrzl government decrees
issued in 1974 for this purpose by President Socharto and by
the Minister of Home Affairs. 1In accordance with these
decrees, rhe Governor of Central Java ectablished the Central
Java BAPPEDA on Septemher 30, 1974, to assist in meeting the
needs noted above at the Provincial level., Once this step

had been caken, the continuing probie“ at the Kabupaten level
became more obvious."

In the five Kabupaten of Demak, Kudus, Jepara, Pati, znd Rembang, however,
BAPPEDA were only established in the first two hefore the process was stopped
due to questions about adequate staff. At present, only Kabupaten Demak has
a fully cperating BRAPPEDA Tingkat 11; Kudus has not fully operationalized its
BAPPEDA Tingkat IT.

Based upon the above overview, a formal organization chart of a Kabupaten within
the context of higher and lower levels of government is as follows:
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The Regional Secretariat, headed by the Regional Secretary, in practice has
anywhere from four to cight Sub-Directorates. From the standpoict of the PP the
most dmportant of these are Sub Directorates of Government, FEconowy, and Dovelop-
ment. In those Kabupatean where theve is no on~-going developmeat body )ike the
BAPPEDA-Tingkat II, the Bupati draws on owe or more of these Sub-Directorate Head:z
and/er the Regional Secretary to chair any needed ad hoe develonnent
for instacce the ones meeting with the BAPPEDA-USAID Tearm.

The constraints on Kabupaten planning ave guite cvideont; besides all of these
officials being tied to other ofifices and activities, and heace vithin cthe
Indonesian context overwvorked, nuvae of them really possess the wicimal skills and
exparience for sophisticated planning. The only asset they possess is a relatively
good intuitive understaading of their region. On the other hand, many of these
officials do not reflect a stronp commitment toward real planning for development
or serving the people. Rather many officials' goal orcintations are of serving

i fe navticalar,

L] . 2 . -
the governmaat in zooeral, and the Buvat R

It is within the various Central, Proviancial, and Kabupaten service offices (dinas)

that occasionally are found Office Heads who either possess a strong commitment
toward the people and their development or the necessary technical knowledge to

plan and implement worthwhile realistic development projects, or both. The Heads
of the Kabupaten offices for Live Stock and Fisheries tended to manifest these
orientations and abilities rore frequeatly than Heads of other offices, but in
general, the quality and orientation of service office heads and persoanel varies
grcatly from Kabupaten to Kabupaten. As with the Bupatis and their iuwportant
staff, personality is often the most importaat factor ie who is and can be success—

It is even more difficult to forward accurate generalizations about lower echelon
Kabupatea officials. Most are not highly trained, but on the other hard the

tasks they are assigoaed usually do not reguirc maay skills. Excepting very basic
and routine job activities pecessary to maintain government administration as it
is on an every day basis, job descriptions are cither too imprecise or ignored.
Subordinate officials are used as the superior desirves, or as they uaderstand
their job from past experience. Whichever, apain the personality factor in leader-
ship is overriding.

The first administrative constraint at the Kabupatea level, then, is institutiona
as reflected in the attitudes, orientatio.. ., and behavior of maany officials, somu-—
times even first echelon. It is hard to d°ffereantiats between this institutional
constraint and the more frequently recogniced and cited constraint of a lack of
capable, technically qualified personnel. 1In fact, however, it is the administra-
tive environment rather than particular individuals that have and will probably
continue to compromise governmental effectiveness at the Kabupaten level.

Two other very important coastrzints cn this level of government administrativd
are finances and information. First, with regard to fiaances, the problem is two
sided. The Kabupaten governments lack coantrol over most of their development
budgets since most of the funds come from ubove and are earmarked for specific
expeaditures. Converscly, those funds available from complcetely autonomous Sources
{(sources cof inrome reserved solely to the Habupaten) are spendable wirh so few
restrictions and so little financial monitoring or effectiveness evaluation that
they are often fiddled {or funsneled) away. Planning frameworks in which these
funds are allocated and any later impact evaluations are almost noa-existent. The
lack of any relationship between planning, monitoring, and evaluation oaly further
wveakens the Kabupatens' financial situation.



In this context, the adnilunistrative thrusts of PRP may prove qua
Additional funds can be made available to Kabupaten dinas it
tion with the Bupati and his top staff can use tnzir & 1 g
tion to expend; but, all targets of expeaditure wvould be subject te the
of BAPPEDA, restricted to several broad program areas, required to impac
specific target population (the rural poor), and be tied ve specific Lypsu i
information feedback which must be forvarded to the BAFPEDA before additionct
fands are released., In effect, a framework for planning, budgeting, and
reporting is needed at the Kabupaten ievel; and some of the PHP administrative
thrusts are designed te provide this framework for the PDP sub-projects.

The third constraint on Kabupaten administrative cffectiveness is that of
accurate and adequate information (deta) on the activities of the Kabupaten
population and on goversment programs. In some cascs good information is
available but it is often not shared between offices, and It is usually not
used for planning. Its principal purpose secans to be to feed as called for

to highar levels of govermment., One arvpuseat for decentratizing planning

aud project identification to the Kabupaten {(and even Fecamatan)level is the
assumed better knowledge and understanding of the vegion and its problems

by officials at this lower level. The drawback tou this argument is that this
better knowledge and understanding is idfosyncratic. As such, it provides no
temporal or comparative criteria for a0 individual at any level to
evaluate with regard to plaaning or implementation evaluation. This opens

the door to all the administrative nisuses of funds often noted at the
Kabupaten level.

In conclusion, leadership is available if oten misused at the Kabupaten leve
of government; the administrative eavirconment is preseatrly poor and non-
reinforcing for the dedicated and talented oificial; the potential for commit-
ment to development projects is present, but needs encouragement; and,
administrative resources are both inadequatc and misused. What is needed is
not arbitrary decentralization, but decentralization within a systematic f[rame-
work of guidance and monitoring where lower officials are given real responsi-
bility and then made to be held responsible.

Below the Kabupaten is the Sub-District Office (Kecamatan). This office serves
as the link between all higher levels of government and village government;

;s such, the Kecamatan is well recognized as a very important unit of goverament
administratior. To the present, however, the principal function of the Kecamatan
office and its Head, the Camat, has been that of monitoring activity at the
village level, parcsing instructions down, and repoerting information up as
requested. The Camat has played only a very minor role in development planning
or even implementation. There are approximately 15 field officers, exteasion
agents, and other representatives cof wvarious central, Provincial, and Kabupaten
level departments and banks at the Kecamaten level. The Camat is legally
authorized to coordinate the activities of these various officials at this
level, but c1ie to a lack of control over many resources he is unable to
successfully perform this assignment.

There are 15 to 20 Kecamatan in a Kabupaten. Each Kecamatan includes
approximately 15 villages and a total population of avcound 40,000.
Since *he typical Kabupaten population is around 590,000, this means
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Lihae Camet and other oflicials
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officials, Iu particular, the G
with village bheads.  The guality of the el
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To review, in the last ten years the guality of Coan < dmproved
vis-a-vis education and administr.tive skili.. &~ L wr Camat,
however, has not been sigunificantly ap-proded fvem the . . awnt of
control over resources suflicient to suceesciull. carcy vl assigned
duties.

“enerally, the Xecaomatan office staff £ =5 wodl a1ﬁeJ and

¢ducated than the Camat A trem

~kload is horn
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and, more

rith extension

sy the Camat since he cannet angGg i»
tant responsibilitices to his staff wi O
important, the personal authority requisitc in des

offirials, [icld represemiatives, and village he

The gquality of the various dinas extens varkers Ioccated at the
Kecamatan level varies greatly, but one

generally a lack of e tension workers.
iunstance Industry, have no extension workers at the ,
It is difficult to epvision successful sub-projects in VDP if villagers
are not given assistance through direct contact. Some central Depart-
ments such as Agriculture bhave tried to overcome this problem by rely-

£
ing upon special coentact villagers and village groups. This may be a
¥

partial solution, but an increase in extension workers is also pecded,

The village govermmert and its leadership may prove oas of the bes
administrative assets of any provincial develonment program, or it
wmay prove the biggest constraint. The village hisad, the Lurab, wel
great authority and influence in most villages, He is the principa
contact between the village and higher levels of government
tt
e

[#

and basically the sole conduit of information. Esseatially, all the
inforration (data, statistics) the Kecamatan, Kabupzten, and Provincial
offices now possess were collected at his instruction, screeacd by his
office, and passed up to the Camat on his 2?provul In other words,
the Lurah contrels the [low of information from the villege to above

on a routiue basis.
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Te svapavrize, the prd ftawed By ool
office of the village headman. It is an offic
vavious adninistrative thrusts and sub-projects
the same time, ¢ is an office which has at times
mined prograwms of higher levels of government.
village headmen possess considevable koowleage of €
pald considerable respect, and have the leadorship

the prospects for success in development projects.

3. The four proposcd Adninistrative Thrust: s/ Frogra
beginuing of this report cach roequ further de
the end of ny ficld visiiy, none of riesﬁ four Adnin
had been fully worked out. Both too deseription an
therefore, must be partial and tentative.
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3.1 The First Administs
and extensificatio:
of the major consir
tion is lack of capi
Provincial governmer
nearly a decade ago

credis,
his copstraial on the voral poor

carly 70: estab!

program aimed specifically at the rural smail

Kecamatan (BKK, Kecamatan Credit Board).
The PKE is focused at the Kecamatan level in
to credit by the rorail small borrower. It was
the Provincial Covernment working through the
(BPD), which continues to financially supervise
ing bXK was origirally extended Ep. 1,000,000
far wore in credit ciz atien now due to the
accruiag on the base rsum.  Altheugh sone BEX
original start-up funds due te froud, EiS“ﬁﬂEE%tz
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collection, the vas wjoricty of the appro"i%ﬁ{eiv
Java have increased the amount of money in
the original amount by reloaning half of th{ i
each loan--turn arcund time is VLrv high since
(weekly, monthly, and seasonally). The whole
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Rp. 107,600,000 ($240,963) from t
by the end of 2976 total asscts
Rp. 494,787,399 (31,192,25%7;.
(5879, n)) derives from a "forced"” s
the payback iasta: iments each borvowe
of the loan. Hven after takiong o
this fousr-yeav period, this reflecis
the program as a whole, 1 it s also
problums of fravd, missanagement and poor collect
greater in the progran's first scveral v than
growth in tot=l asszets is even more impressive.

U"

There is another aungle in evaluating the success of the B
usefulness as an adoinistrative torust fn the PDP, that iz from the

standpoint of the recipient of abﬁ credit. Is Lhe credic reachiog
the intended borrover and how is ' : 5
this aspect of the %k, hosweever, b
the structure of the P TR Py

3.1.1 Being intended for the small borvewver, the BEK was designz
with certain restricoions and pridel ines which would
increase access to the rural poor, stimulate loan activiry
and yet maintain the integrity of the credit program. Fi
and one of the key aspects of the program; is that the
borrower need not put up any coxlateral for his loan. All
that is required is the signjtur& of the village headman
on his lean applicarion. The BEK loan offiicer at the
Recamaten level thoen dotermines ahs amount to be loaned-~

hether the amount requested or 2 smaller amount should
be granted. In large measure ti is is based on the
borrover's past credit recerd. Fimally, and almost auteo-
maticzlly, the Camat sipgns his approval and the loan is
then ade. As inteaded, the whole lean process is quick
and simple and the small borrower can receive his loan
within & week after application.

There iz a flat ceiling on ! any one loan can
be. VWhen the BEK program began in 1972, the ﬂﬁzltng waAS
Rp. 5,000 ($12.00), bet it has been rai
and as of July, 1977, it stands &
The intended andfor unintended c@;seq uen e; of this ceilin
are several: money is made available te more borrowers
since money in any oue BKK is not tied vp in large loan
tc a few borrowers; the =mall size of th- loans keeps
the borrower who needs more credit bet Jdiyectly because
this probably has the assets to put uvp as collaterval for
one of the many other government and private loan
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pregrans; and, keeps the small borrower f[rom assuming rore

credit than he can afford to repay within the short time
pericd of the loan.

In fact, almost no loans reach the ceiling. The new
borrower is started out with a very small loan——usuwally

around Rp. 1,000-3,0C0 (§2.40-7.20)--and as he establishes



Prov.
level

ex~Residency
ievel
Kabupaten level

Kecamatan level

Village level
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a good repayzent record is allowed to lncrease the
size of hWis loan. In most BKK the average loan seoms
te be around Bp. 8,000-12,000 (519-29),

Therce are three types of leoans: one on a weekly basig;
one on a monthly basis; and one on a seasounal basis,

In each case loan yepayment is on an installment basis--
respectively, for cach type of loan, on a daily basis,
every five days, and weckly--wbare the [irst installmest
is the "forced” saving required of the borrover, aund

the sccond installment is the interest on the loan.

All further ifastallments pay back the initial credit.
The effective interest rate is quite high, 24% a year

or 27 a wmonth. This is justified, however, on the
grounds that these small borrowers, due to a lack of
collateral, would not qualify for any other goverumont
or bank loans ard would therefore have to borrow from
private money-ienders at an even higher rate, if they
could get a loan at all.

The interest on the leans not only pays the administra-~
tive costs of the entirce program, but 50% of the
interest is put back into the program, increasing the
amcunt in circulaticn.

The administrative structure of the entire program is
as follows:

Prov.

Govt. . . . _BF¥) (Regional Development Bank)
BPi Field Officer in charge
i of BKK accounts for 5 Kab.
V

Bupati :

™~ Bkﬁ Kabupaten ofiicers (2)
|
Crmat™> BKK loan officer & dispurser
Villagel
Head

Beginning at the bottom of the diagram, and as mentioned
previously, the small borrower applies for his loan after
formal approval of the village head. The BKK loan

officer at the Kecamatan level determines the amount

the loan should be and then the Camat gives the final
approval. Once this is done, the loan monies are relecased
to the borrover. There are two BKK officials at the
Kecamatan level, the loan officer and the loan dispurser;
howevér, the cash box requires two keys to be opened
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and each of “rcer only has one,  This measure was
instituted scoveral years ago to reduce the poteatial
for misuse of Vunds and scems to work fairly well.

Supervision of “he Kecamatan level BKK officials is
threefold. Most divectly, the Camat is in a position
of overseeing the two BKK officials’ activities on a
daily basis and a good and honest Camat can serve as
a sirong deterrent on misuse of funds or puor Joan
decisions, Unfortunately, most Camat are too busy

or not well enough informed to carry out this super-
vision adequately, At the Kabupaten level there are
two BKX officials, both paid on an honorarium basis
like the tun BEE officials at the Kecamatan level,
and appointed by the Bupati. Ie theory, these two
officials are in charge of the actual supervision of
how the BXY progvam is macaued at the Kecamatza level.
Actual financial accouanting and auditing is performed
by the BPD (Regicnal Development Bank) ex-Residency
officer in charge of the BKK program for the Five
Kakupaten in the bounds of the Residency branch bank.
The BPD top officers are adamant, however, that their
:x~Residency officers are not responsible for anythiog
other than financial integrity as maintained through
balancing of the books. Poor collection performance,
bad loans, and other types of mapagement problems on
the part of the Kecamatan level BEK officials, the
Camat, and the village head are the responsibility of
the Kabapaten level BRK officials.

The fundamental problem ic this sort of admiristrative
arrangement is that the Kabupaten level BKK officials,
gecerally, are not well-trained and as honorariam of-
ficials are neither given adequate remunevratioan or

job security to be highly motivated. In addition, by
separating financial management from overall program
management, the power cf the account ledger in coatinual
program monitoripg and evalwating is weakened. On the
other hand, these Kabupaten level BXK officials are
closer te the management of the BHYK prograw at the
Kecamatan level and, while generally not very active,
have been the prime actors in turning-up gross fraud and
misuse of funds in the program.

The BPD actually controls the monies in the program and
an additional safeguard has been built into the program.
While the BKK officials at the Kecamatan level record
loans and repayments as well as dispurse and then collect
the funds, and then report to the BKK Kabupaten officials
and return collections to the relevant ex-Residency BPD
officer, it is the Camat who personally must sign-out

and pick-up from the BPD the monizz to be loaned. As
such, he puts his name on the lire and becomes another
cheeck On risuse of funds in the credit program.

From the standpoint of financial integrity and gross



misuse of funds, then, many minor adaptations adding
to the complexity of the BKK program have beon made
over the past five years. For the rost part, thesec
adjustments have proven successful and the program is
beginning to wvork well. 1f more fuads are to be puspsad
into the BKK program, additional measures will probably
have to be taken. These will be takea up momeatarily.
First, however, the issue of how successful the BKK
program is from the substantive standpoint of as-
sisting the target populatioa must be addressed, This
includes what is being achieved at present, what is

not known about present performance and how the PDP
administrative thrust through the BKK may remedy this,
and how an administrative thrust through the BKK may
assist the PUP[ichieve one of its two principle goals
regardless of Improving the credit sitvation of the
rural poor.

3.1.2 Somewhere between 70 and 80% of all BKK standard loans
are extended on the weekly basis (withiin the BKK pro-
gram there are a significant amount of monies reserved
for loans in special areas such as fisheries, but for
sake of simplicit’ and brevity this issue is not being
addressed here). The weekly based loan was intended for
the small trader and the prospective small trader who
needs a secend source [ income. All evidence suggests
this is vho is receiving these loans. How productive
these loans are and whether they are actually benefiting
the rural peoor, the target populatiop of the PDP, is a
question which nmust be answered in a social apnalysis of
the proposed administrarive thrusts and sub-projects
of the PDP. From the perspective of this analysis, the
problem being raised is an insufficient amount of in-
formation being collected, or rather, recorded and
compiled, for use in evaluation and future modification
and planning. The information on loan activity reaching
the Kabupaten BKK and BPD officials is all aimed at
maintaining and evalusting financial integrity of the
program. Aggregate information on whether the BKK
program is assisting those it was intended tc help,
on who may really be benefiting, on vhether increased
productivity or only increased shared poverty is oc-
curing is not available. The BKK program as presently
designed could fairly easily be adjusted to provide
this sort of information; the costs would be minor.

More important, assuming one of the principle goals of

the PDP is to encourage decentralization in planaing

(and evaluation) and strengthen Provincial level plan-
ning, adjustments which feed more substantive informa-
tion on loan activity up the hierarchy caa only strengthen
those agencies and officers involved in evaluation and
planaing. WVithout such information, any credit program
aimed at the small borrower (let alone rural poor) will
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prove ipeffectual siomply because there will be po
relevant duta to cvaluate e¢ffect. With such faforms-
tion, planning officers at either/both the Kabupaten
and Provincizl levels will have data which confirm
rumors and impressions or dispell myths sad cover-ups,

oY
vithout such ianformation even the bese trained aand
ntentioned officials are hielpless

.-w

i

In this context, the BKK progvam mav prove a very
important administravive thrust for the Previnciszl
Area Developrent Program. Pumpicg extra fuands into
the BKK in the five selected Kabupaten of Ceatral
Java will not only impact on the rural poor. If the
proper adjusthuuts are made, considerable rore iuf0vnf~
tion on the rural poor cap Lﬁ gen2 rated which will theo
ipprove oversll wonitoring and planning. narecvvr, top
officers at the Regional Devw 91 pment Bapk (BPD) have
already comaitted themselves to compiling data on such
topics as purpose oi loan, occupation of borrower, etc.,
and transferriang this data to BAPPEDA. This, in tura,
should greatly streangthen BAPPEDA's role in monitoving
and re~tooling as needed the BKX program.

Althouph the BEK program is just now bagianing to
operate smoothly, if it is sslectzd as one of the
administrative thrusts of the PPP several administra-
tive changes may be needed. First, as referred to above,
more information on loas activity and borrovers needs to
be collected, compiled, and seat to BAPPEDA. Relatively
simple modifications in the forms the Kecamatan level
Bi¥ officials now use could bi wmade., Second, mure
incentives for the relatively low paid BKK officials at
both the FKecamatan and Kabapaten levc!s need to be
provided. It has been suggested these officers be

given status as regioeal officials, taking them off the
relarively insecure status of honorarium officials.
This, however, would effectively eliminate any other
type of incentives as their status would be locked ianto
the regiopal civil service system. In order to reduce
the potential for fraud and increase the incentive for
mapaging the program well, monetary incentives might
prove more effective. For instance, a finaacial in-
centive program could be designed for the Kecamartan
level B¥K loan officer based os the number of loaas

made and collected.

v_; ey

A third adjustment is an iccrease in persomnel. At

the Kecamatan level there is a need for a "recruitment"
oificer who could travel to the more isolated villages
in the Kecamatan. Evidence suggests at present the
greatest aumber of borrowers coxs from the Kecamat
headguerters and the surrounding villages. If fuads
are iacreased in the BKE program, there should be

ir

greater effort to extensifly their distribution. For




the BPD, top officers at Lhw bank say they will

need one more officer at the ew-Residency level for
the first $100,000 pumped i 10 thv JEK and then
possibly more officers at increments of several
hundred thousand dollars. It {s prosub1y advisnble
to aim at one BPD accouatant for each Kabupatcan since
this official is the last stop-gap in catching fraud
aad misuse ol funds.

A fourth measure which should be arraaged if the PDP
pursues the BKK as an admicistrative thrust is con-
tracting an outside institution such as a local
university to conduct surveys and spot checks on the
effect of increasing available credit in the BKK,
This aneeds to be done pot only to maintain finauncial
integrity in rhe prograam, but equally imporctaunt, to
judge the effect of credit inteasification and ex-
tensification. The central gquestion would always be
whether the small borrower and rural poor really
benefit by increased access to credit aad how? To
date, there is much positive speculation but little
hard evidence available to answer this question.

Fif ﬁ‘ BAPPEDA desperately needs someone with the
analytic skills requisite for handlirg the potential
bumper crop of data which car be generated from the
BKK program. Without such an official, half of the
purpose of selecting the BKK program as an administra-
tive thrust in the PDP will be lost. Focusing on the
BKK program must be justified not only in terms of
increased credit made available to the rural poor, but
also in increased informaticn on the small borrover
supplied to the plaanners.

Finally, one weakness in the BKK program at present is
that there is no real lirkage between extension of credit
to the small borrower and extension of techaical services
or training. Many local ofiicials have suggested linking
the two together, but no workable institutional apparatus
or technique has been identified. At preseat, the con-
pnection between extension of credit through the BKK and
extension of services and trainicg occurs haphazardly.
1here is even the poucential that if some formal arrange-
ment>” and requirements were established this could make
the BKK program cver rigid and decrease loan activity.
This is an area, however, which needs more investigation
and experimentation.

In conclusicn, the BKK program offers a good alterna-
tive for an administrative thrust within the Provincial
Area Development Project. It is already established
with'many of the bugs worked cut; it should be easily
adaptable to the goals of the PDP. The one element
presently lacking in the BKK program, central oversight
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and leadership, could be filled by BAPPEDA taking a
leadership role through the PDP. Through the in-
fusion of extra funds for intensification and
extensification of credit, the BAPPEDA can both
move into the position of providing central over-
sight and evaluation and at the same time acquire
considerable new information for improving its
planning function. 1In addition, this new souren

of information may prove valuable in identification
and selection of other sub-projects to be part of
the other three administrative thrusts.

The second Administyacive/Thrust Program tentatively
identified is tlie establishment and capitalization of
some sort of regioual enterprise at the Kabupaten
level. This body would select and then fund specific
sub-projects tailored to the particular problems,
constraints, and resources of the rural poor in the
region. 1Initially, a yayasan or foundation wa'
proposed, but due to legal difficulties with -egard
to their establishment only upon the approv: i of
certain central government authorities in J. ¥arta an
alternative body was identified. This alter ative
is a perusahaan daerah (PD) or regional enterprise.
Whereas a yavasan would have encountered funding
difficulties from AID, the PD can be established
directly upon the authority of the Regional Head
(assumedly, with the approva of the Central Java
Governor) and be funded by AID vis-a-vis one of
several banks. There are, however, certain poten-
tial complications of a legal nature with the
perusahaan daerah which will be raised later in the

analysis.

As initially suggested in a rough draft of the PDP
conceptual frameowrk, the P or regional enterprise
would focus upon one or two types of program areas
such as animal husbandry/livestock (peternakan).

The justification for a PD was the need for an
institution which could EE>self—perpetuatingu—i.e.,
supply services or goods to a beneficiary who later
could pay back all or part of the services and goods
received. The funds returned, for example a fee

for animal vaccinations, could be used to purchase/
supply additional goods and services. It is even
suggested such a market orientation by those running
the PD will increasc attention to comparative evalua-
tion of sub-projects and priorities in the
continuing years of the program.

As later understood by some of the BAPPEDA-USAID
team, these perusahaan daerah as administrative thrusts

19
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of the PD? -yould ge a bit further and that, in face,
special Ninas (service office)programs in the areas
of fisheries and animal husbandry/livestock wipht be
separated ou. for special consideration. (Those are
discussed in the third PDP adwinistrative thrust
below). It is very possible that the perusahaan
daerah could be established to plan, nmonitor, “and
fund both the special dinas  programs in the arveas
of fisheries and enimal husbandry/livestock (3.3
below) and the mueirgionally specific sub-projects
referred to at the ' . ‘nning of this sub~section.

Of course, one frn o nonital question to this point
hardly raised let .ione answered, is to what extent
these perusahaan dacrah are to be self-perpetuating?
1f self’perpetuatlon is the goal, how many years (years
of externai funding) will or should be needed? Is
self-perpetuation the real goal cor are there other
overriding justifications for establishing and
capitalizing these perusahaan daerah? This later
question leads back te a discussion of the purpose/
justification for the peru.ahaan daerah as cne
administrative thrust in the PDP,

In addition to the specific justifications for a
peruqahaan daerah or its equivalent in terms of 2
"self- perpetu1t1ug development enterprise aimed at
assisting the rural poor and flexible enough to
adapt to regional vagaries, a PD it has been suggested
could operate to have profitable activitizs %Ubaldize
activities not profitable, at least in the short run.
Another justification for the PD or equivalent is to
create a Kabupaten level institution which could draw
together the talents and interests of varicus govern-
-ment office beads who through cooperation might
best be able to identify, select, and set up sab-
projects most practical and beneficial to the raral
poor. The directors of such a perusahaan daerah
need not solelv come from the Kabupaten staff, but
also various Kabupaten service officers, possibly
one representative from a Previncial service ofiice,
and several individuals from the Kecamatan and/or
village levels. With the exception of diffarential
status/authority problems, this mix of directors
could improve both sub-proiect selection and
financial integricy in funding the implementation
of projects.

The broader justifications for establishment and
capitalization of these perusahaan daerah, however,
are twofold. On the one hand, the planning function
of BAPPEDA would be strengthened vis-a-vis its
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control over the financial resources fed into these
PD and some as of yet unworked cut sct of guidelines
anwl approval processes prior to sub-project implenzn
tation built into this administrative thrust., On
the other hand, there would be real decentralization
in che substantive aspects of project planning with-—
oult capricious decentralization of responsibility
for evaluation of effect and financial integrity.
One body actually randles and expends the funds,

but a higher body (BAPPEDA) provides oversight and
releases funds incrementally based on short—run

past performance. Although many assumptions are

yet to be spelled out and then implementced, the
objective seems sound: substantive decentralization
but with regular and timely oversight with a
financial mechanism to catch misuse of funds.

Some of these points will be returned to after
brief a2ttention to some politics-administrative
details and consirderations.

3.2.1 Probably the biggest unknown factor concerning
the establishment of a perusahaan daerah at
the Kabupaten level is its legal status with
regard to finances. First, as a regional
enterprise it is probable that all monetary/
budgeting issues will be subject to the
approval of the Regicnal Representative
Assembly (Dewan Perwakilan Rakyat Daerah,

(DPRD). 1In addition to this, possibly introduc-

ing increased politicizing in the sub-project
selection process, it is not clear all sub-
projects would have to be selected only at
one time each year just prior to budget
approval in the Spring. Will this cut down
on the flexibility of sub-project selection,
re-tooling, and even cancellation if proving
unsucessful?

A second legal arrangement yet to le clarified
is the approval process whereby BAPPFDA
maintains oversight and control through the
funding process. Although it has been sug-
gested that funds be released in tranches
upon the approval of BAPPEDA, once these
perusahaan daerah begin to build their own
assets as intended as "self-perpetuating"
institutions, what control will BAPPEDA then
have over sub-project selection?

3.2.2 Although the PDs will be headed by a
Board of Directors, ideally of diverse
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backgrounds, il only for reasons of protocol,
the Regional Head will have to be the Chairoou.
As with all other activities at the Kabupaten
level, the succcss of these PDs will depend
heavily on the support and leadership the
Regional Head provides. Tt cannot be forgotten
that althougii a new and somewhat innovative
institution is heing established, it is

within the same administrative environment

in which that exists at present. Existing
status and authority relationships will continue
to strongly influence the decision-making
process with regard to sub-project identifi-
cation, selection, and implementation. Fou
this rassan, the proposed avrangements for
BALPEDA playing an evaluation and approval

role absolutely must be made fool-proof.

3.2.3 Again, since the entire control as well as
planning process in the arrangement between
these perusahaan daerah and BAPPEDA will rest
on a flow of information (a trade of informa-
tion for funds), it is critical that BAPPEDA's
analycic talent be strengthened. Both a
statistician and a~ economist would probably
be needed for compiling, monitoring and
evaluating up-coming reports. If funds are
to be released in tranches after receiving
reports from the perusahaan daerah at different
stares in sub-project implementation, BAPPEDA
will pave to he expedious in its report reviews
so as not to disrupt sub-project implementa-
tion. Timing, in other words, will most
likely be a continual challeuge in the arrange-
ments of this particular administrative thrust.

The third administrative thrust/program tentatively

identified in the Central Java PDP is additional

funding for special Dinas (service office) programs.

At present, based upon sub-projects already

identified by the BAPPEDA-USATD Team, these special

dinas programs will probably be in the areas of livestock/
animal husbandry and fisheries. In the original (and
tentative) PDP conceptual framework, it was suggested that
special programs, for instance in the area of livesto: x/animal
husbandry, be selected and funded through the perusat .an daerah

discussed above. Later when some of the team membars were
compiling and systemizing the sub-project concepts elicited



e
-l

from Kabupaten service offices and Camats it became claar
that there y3i” considerable uniformity in the proposals
in the two areas mentior :d above. Because of this, it wvas
thought Provincial level dinas ave more likely ¢
cooperative and supportive e if they feel they are
solely with their lover level counterpart than uwith some
"planning" body at the Kabupaten level wvith representatives
from other service arecas.

3.3.1 Whatever the final arrangements between these
special progreans in 11wnat0cblan1mdl husbandry
and fisheries and the perusahaan dacrah, a
critical area in the sucoess of these programs
will be cooperation ivon “he eguivalont
Provincial level office and coordination
with other Kabupaten agencies and service
offices. BAPPEDA will have to assisc in
bringing about . cooperation and
the office of the Regional Head will be
instrumental in executing the latter
mentioned coovdination.
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administrative lendership in these special
programs should not be a seriouws problem for,
as mentioned earlier in this report, generally
the herds of livestock/znimal husbandry and
fisheries service offices at the Kabupaten
level are well-educated and relatively dedicated
to their work. A larger problem might be in
recruiting more skilled ané dedicated exten-—
sion workers. HNeeded traipning may result in
some time lag between initizl implementation
of these prograns and the first signs of
success and this will have to be kept in mind
when BAPPEDA begins to evaluate results of
these special programs. Finally, vhen it
comes time to evaluate these programs,

BAPPEDA either will have to request technical
assistance from some of the Provincial level
technical service offices or contract such
assistance from a local university.

W
:
b

The fourth administrative thrust identified for the

Central Java PDP is to give fumnding and support

to a planning/implementation program cgst at the Kecamatan level.
Before identifying the administrative vehicle tentatively selected

for working through, some background comments on the needs, advantages,
and constraints on such an administrative thrust need to be made.

-
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First, the Kecamatan is the lowest wuni. of
ceniral and Kabupatoen goverament above the
villa ;e and as such officials at this leyel
are oiten the best informed about the

problems and potentialities of the villages.
Second, although the Camat formally is charged
with coordinating the activitries of all other
government officials at or below the Yecamatan
level, he lacks control over ressources (o
succesfully carrvy out this charge. By
decentraylizing planning to tnis level, in

ef fec i some say in project recomm:oadation,

if wot selection, and by placing the Camat

in the priacipal role in this yrocess, his
nosition vis-n-vis cousrdiration of thes othev
officials wiil be streagthened. Third, by
helding larpge meetings where all government
officials at the Kecamatan level and village
heads attend, the Camat can both elicit more
information and ideas and bring these people
to feel ther are participating in the project
selection process rather than merely be
instructed what to do. Fourth, because the
{lecamatan is not an autonomous unit of
government but rather an administrative exten-
sion of higher levels of government, it cannot
plan or budget money as such. It can, however,
forward recommendations up to the Regional Head
who then officially can approve plan recommenda-
tions and funds for implementation.

Theo are several administrative implications
in this proposed administrative thrust. One
is whether Kabupaten officials including the
Regional Head will treat seriously project
proposals coming up from below. Another is
whether in any large meeting the Camzt can
really bring the village heads to fecel they
can and are participating, that there is a
two~-way flow of information. This wight also
apply to the extension agents as well. Here
the leadership skills and perscnality of the
Camat will be critical.

The particular vehicle tenta: “vely identified
to implement this administrative thrust is
the UDKP or Kecamatan Unit for Developmant
Work. Since these are still ia the develop-
ment stage, it is difficult to generalize
about their operation to date. Apparently,

they have nct heen terribly successful to date.
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On thic other hand, by selecting these UDEP
as an administrative throst in the Centeual
Java POP, this might improve their
ceffcetiveness.,

Funding, as suggested above, would go {rom
USAID to a bank in the region and then the
Kabupaten government. BAPPEDA would bhave to
approve all projects and plans before the
Regional Head could approve release of funds.
A possible bottleneck, however, is that

there will now be one more stage in the report-
ing process: The UBKP will bave to report to
the Regional Head who will then have to report
o BEAPPEDA.  This ©il! ipcrease tine lags and
if not watched closely inrormation distortion.
BAPPEDA will have t&fbﬁ suard, especially

to make sure the UDKP proposed projects which
adhere to the initial guidelines of the PDP
regarding the target population (the rural
poor) and the emphasis on epon-infrastructure
projects. BAPPEDA-USALD will also have to
insist that as they increase funding to these
UDKP that the Kabupaten and higher levels of
government do uot reduce their contributions.

Pore Jum
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Preface

The following comments—-in outline format--take as a poial of deparvure the rough
outliune drafted by Dick Patten. The Patten ocutline identifics the Large? popula-
tion, the rural poour, what activities these people ongage in, the constraints vpon
these people in shifting to higher income/increased W“WJU(LAVLCy activities, and
several general areas and specific alternatives for govermnent intervention.

This draft statement is organized as follows: first, it summarizes and then
expands upon the general areas identified by Patten fOl government intervent ion

to assist the poor; second, it briefly considers the prezent administrative system
available to carry out such intervention with special attention paid to constraists
and weaknesses; finully, it proposes and then critically evaluates several
administrative procedures for implementivg the PDP.

I. Constraints upon the poor and areas for government ionterveation

A. Patten identifies four general constraints on income activities of the

poor:

). Lack of land

2. Lack of capital

3. Uncertainty and lack of centrol over enviromment (natural disasters)
4. Lack of skills

3. Patten suggests thresz general areas foir possible intervention on behalf
of the poor

1. Provisions for creating additionzl land available te rural poor/
Provisions of resources to make available public land useful to
rural poor

- -

a. Specific ideas proposed/identified:

i) local settlement programs on non-productive lands-—e.g., as
part of reforestation projects as iong as ecologically sound

ii) fisheries~-—-stocking public waters for general public use

iii) Animal husbandry prozrams to supply livestock to rural poor,
livestock capable of grazing on public lands

iv) Use of vacant perimeters around vernment owned lands (e.g.,

Teal: Forests)
v) Intensification of use and productivity of houseyards/gardens
(karangan)

b. Comments. Except for the last specific proposal (IBla.v), each
of these possible arecas cof intervention on behalf of *he poor
yvield no long-run sclutions but may result in increased adminis-
trative burdens and legal/sphere of authority problems.

--placing people on public lands (transmigration) and then
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=0l with
that land {reforestalb foun,
i orosuire ]

integrating their ao.  ities so as to be cunsi
governmenl programs (o Yostore or proserve
erosion control, productivity control) wil
trative monitoving and policing over the Josg ron. [ e
significsm scale these costs and burdens~-and poltentizal

quences if not monitored and policed--must be caloulated
gOVE

mental units involved.

-~8ome of these areas of intevvention {e.g., using vacant parvimeters
avound povernzent owned forests roe prowing “contrelable®” lopumes)
will involve decisfons which ultimitely can only be worked out at
the central govornme.. les 16 PP is adwed at also developing
local and repginnal govers fanning and Ieplenm {ntiz - capabilivias,

*¥3
these suppostions would s counie:  or inhibirt :aga*h & secondary
objective.

—~providing resssrecs sach as
they can combine these with
further analyais witn rega
involve aduitinnal ad [$1 )

o

bivestock te the rural poor so thag
the resource of public land needs
vl ot intepded repercussions whnich may
3&rmtive costs,  For example, in

roblem §s the number of traffic
dtfide A1 (ﬁV“ﬂ dzntun) eaugré by sapi grazing along the roadside--
public lands! Government is now cupending resources Lo Cemove grass
close to the higlway In soow in~-a labor intensive activity
creativg jobs, but how

~-under this general constraint of laud and possible interv
government on ih« belial! of the poor people from

¥

o £
dninldlr tive costs versus increases in socio-economic productivity
inten Ef 1 d use rather than excansion of land under

&
jod
[N
n

is probably favorable. Gz den intensificatic
Qﬂftﬁif!i? arirvavtive since even a large port of (h? poor have
or have a s& to parvden lapd,  (Capltal and exte :
necdud}.

2. laprove Availability of CGapital

a. as crad wind
allow access by poor,
larpger borrowver vho

th pit in prograc.  1u order to
avaid duplication in credin prograns {(there are already ¢ multi-
plicity «f credit channels ineffectually operating), maintain
regulations which force rhe established borrower who needs
larger credit inte existing government credit programs (e.g.,
BIMAS/ INMASS .
b, Specific srxll scale credit programs to prozote

i on this eredit chamnel is provided in Paris IT & 111
¥ this draft statement)

o
fury
A d

oliateral on part of horrover
cash
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iii) Credit in kind as now extended by Dinas Sosial in their ARM
(Assistance to Poor Families) Prugram and by Dinas Poetoernakan
with various types of livestock

Comments. Pattens adequately deals with most of the administrative
aspects/problems which now C?]HL and whic h might develop if more
money was forced into BRKK. A "saturation" experiment could be tried
to learn hov many more poor can use and repay credit advances, cteo.
The concept of "special” credit arcas vithin BEK already exists.

From the staudpoint of local government planaers and adaministrators,
the problem vwhich may need sore examination and improvement is that
of linking together the extension of credit to extension services

and skill training--but not ia such a fashion that inhibits present
entreprenurial skills and knowledge. 1If local government capabilities
in monitoring and planniag are te be improved, a small scale credit
progran can be of tremendous service when preperly used; it can serve
as a barometer of local trale conditions, capacities, aud directions,
etr. Putting this information to use seems to be lacking at present.
Justifiably, present concern i: with the liquidity and integrity of
these small scale credit progrz s. For future effective use they
must be looked at from the rear :nd: not what they provide in terms
of capital to the borrower, b:- wvhat information they provide to the
plamer. (E.G., collecting information that a particular Kecamatan
is only 25% in thne red and has already multiplied the money in circula-
tion by 3 times results in Provincial to Kecamatan officials losing
7154 of the useful information for local/regional planning and report-
ing to higher levels). [t is really noa-productive to expand credit
when very little information is available on its effects, vho uses it,
who benefits, and how.

)

Heasures to reliceve impact of natural disasters on small landowners,

rural poor

a) Patten concludes that major progrzms in this area must be handled
by central government due to size of time, capital, and technical
resources required.

b) Projects underway and possibly subject to expansion fall into three
categories:

i) Crop substitution which is more adaptable to present water
regime (e.g., sorghun).

ii) Supplemental water pumping for readjustment of growing
3CASoNns

iii) Shift from pekarangan and rice cropping to fish cultivatiosn.

¢} Comments. These areas regquire technical evaluation for {ull
potential. From standpoint of PDP the guestion is vhether and
to what extent these areas can be built into sub-projects by
BAPPEDA and lower governmental planning/implementation vaits.

,<
il

W
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Crop substitution will require cxtension service and marker
information; supplemental pumping will require coordination/
approval from central dinas--PUTL--and cost/benefit analysis on
site locations for optimum usage; and, pekarangan or rice shift
to fish cultivation will require several important considerations:
--long run plans for each region (will dam and new irvigation
projects only result in wasted efforts after 5-7 years?)
—~~pumber of jobs for labor (e.g., tani buruh) lost and number
of jobs for poor created
~-extension and credit needs

Patten identifies four general constraints upon the rural poor in raising
their income potential 2nd productivity, but he identifies only three
areas for possible government interveantion, (time constraints on him
being the reason). Additional government interven’ions on behalf of
the poor are possible in the following two areas:

~~skill training and human resources

~-market identification, development, and access

1. Skill training and human rescurce development was proposed by
officials of several Kabupaten and Kecamatan--referred to by some
as "non-formal" education. The positive dimension to attempting to
improve human skill constraints is the tremendous potential unleashed.
The major drawback is the size of the investment per capita. Addi-
tional considerations for an effective development project are:

i
S

Is there a market for such skills? How can the government stim-
ulate both the market and interest in it sufficient to drav
participation?

b) As several local officials suggested, there must be some credit
program immediately geared to serve those individuals who complete
any skill training program. Besides being requisite to the short-
run success of the program, guaranteed credit at decent rates
could serve as an incentive to continue the program (above).
Recall, the target population suggested for tun.se skill training
programs are SL and SMTP "drop-outs." These people dropped out
of school in most cases due to perceived necessity; how does
the government offer incentives to draw people without expending
an inordinate amount per capita. (Presently, the Dinas for
Industry in Kab Jepara has a training program which sends
individuals off to Semarang. It handles about 8 people a year—--
roughly three month stays--at an estimated cost of Rp. 200, 000-225, 000/
person including support given the individual's family. There is
an additional well-recognized spread effect upon these people's
return, but it is not easily quantifiable. Within the framework
of the PDP, Rp. 225,000/person is not very feasible tor skill
training.)
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¢) What target population is in mind? Available? Really possible?
Feedback from some local officials made it clear that those in-
individuals capable of "non-formal" skill training for new occu-
pations (non-agricultural) must have at least comp’eted Sth grade

in SD and ideally were SHIP dropouts. The children of the really

poor often never make it this far. These “dropouts" are defin-
itely a problem, add to the labor surplus, and often are
classifiable under the rubric of rural poor. Within the context
of PDP, this target population may offer the greatest challenge
to local/regional planners and yet offer the greatest potential
for sclf-sustained (initiated) productivity increases through non-
intensive inputs in land and capital in the long ruun.

d) The speculation above clarifies a PDP sub-project thrust in this
area; there is no clear way of kuoowing the Implications of
definite skill training programs. Logic suggests there are
great potentials, but lacal/regional officials need vonsiderable
time and finances to experiment in this area--with a higher plann-
ing body such as BAPPEDA monitoring the costs and effects
continually.

e) As a last consideration, narkets must be treated as a separate
constraint confronting the poor, particularly when keeping in
mind the development strategy of human resourcefskill improvement
stimulated and funded administratively from outside.

2. Market Identification, development, and access

1T1. Present Administrative System: Generalizations on Weaknesses and Constraints
Relevant to PDP

A.

P itten identifies horizontal communications within government of

a%l levels as major, persistent problem confronting improved coordina-
tion and planning. This problem derives from at least three sources—
attitudes and skills of officials, positrive and negative sanctions
available te superiors for eliciting performance, and the particular
structure cof government and distribution of authority. This is a
preblem area PDP wiil have to adapt to in short run.

At Kabupaten and Kecamatan levels there is an important lack of
analytical skills necessary for program/sub-project evaluation. This
constraint is tied together with relatively poor data. There are
few signs that good, accurate data is called for from Provincial and
Kabupaten levels in order to assist planuning and development project
selection. Data collection and transfer seems primarily engaged in
for monitoring and policing present on-going government programs on
the one hand, and for descriptive reporting to higher levels on the
other hand. Even in the sub-project ideas (gagasanz) provided by
various service offices and Camats, there was hardly a single
attemp? to justify a sup—project by some cost-benefit equation or
comparison.
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a) with the large number of sub-projects being proposed in cach
Kabupaten, BAPPEDA should be encouraged to request cach Kebapoaten
to list in terms of priority their sub~project idcas. Besides
fdentiflying the particular problem cach sub-project addresses,
BAPPEDA could request that some information on costs versus
expected benefits be included in arranging the priority list.
Emphasis in the beginming should not be on the technigue, but
rather the purpose--i.e., improved decision-making amonyg alternatives.

b) Sub-project identification, sclection, and ieplementation
probably requives less formal {cost-benefit) analysis at the
Kecamatan level. Intuitive decisions on priorities will suffice if
technical service people at Kecamatan level coordinate their
decision-making with locally informed leadership (the lurahs and
village staff); the Camat should serve as organizaer. But, the
Kabupaten staff{ responsible for planning and ultimately BAPPEUA will
have to continually monitor and evaluate Kecamatan level planiring
and this leads back to the general problem of laek of analycical
skills inftially raised under this section. In other words,
decentralizing planning and decision-making to the Kecamatan level
may alleviate coordination problems in planning and implementation
which presently exist, but it will not suffice for development of
¢palytical skills for sub-project evaluation at the Provincial anrd
Kabupaten levels.

C. Especially at the Kabupaten level, the Bupati, Regional Secretary, and
Sub-Divectorate Heads as well as PRinas heads are overburdened with
decision making. There has to be more delegation of decision-making.

a) This is not just a problem of decentralization to a lower ievel of
government. Superiors must transfer more technical decision making
to their immediate staff.

b) 1In the context of PDP and sub-project plapning and implementation,
emphasis on cost~benefit analysis may force more decision delegation
to subordinates simply because of the increased work required.

D. Vork incentives are weak at present for many officials. Besides pay
being quite low, job security and future mobility #p hierarchy is
not encouraging for some officials (e.g., those paid on honorarium
basis). Short-term goal incentives should be built into the PhP
sub-projects. (In effect, this would be a form of management by
objectives where very material incentives are tied closely to sub-
project success.)

E. There is a serious problem in the area of precise job descriptions--
especially for subordinate officials and extension agents,

I11. Specific Adninistrative Procedures and Programs for Implementing PDP at
Kabupaten and Kecamatan levels. : ; '

A. The BXKKX (Badan Kredit Kacamatan)



Creatly increase the amount of credit available through these institu-
tions in sclected Kecamatan,

a) Write stipulations on per cent of credit for diffevcat sectoral
loans--e.g., industry, trade, agriculture, and animal busbandry.

b) Maintain limit on size of loans (presently Rp. 15,000), provide
sorme extension service (information) to those borrowers who have
proven credit worthy and need larger loans in order to move them
out of the BKKX and thus {ree more capital for the small borrower,
but do not write stipulations requiring a fixed percentage go to
different incowe groups. To require, for example, that 407 of
loans mast go to landless labor wuuld force the BKK personnel

and others involved (Camat and Lurahs) to push borrowing. This
could lead to greatly incrzased cefaults in loan repayeent which

would compronmise the relative success of the BKK in last several
years and demoralize the small borrower. In the area of credit,
government must identify the proper interest rate and other terms
of th# loan, but allow the market forces to decide when and how
much to borrow.

c) Increase the BKK staff at the Kecamatan level from 2 at present,
to 3 or 4 individuals. The original two officials should continue
their roles as now defined. The additional personnel could be
used fer recruiting more borrowers and serving as liaison between
the borrower and technical service officials av ilhic Yozamatan
level. At present, BKX loans are made with no coordination or
information from the technical dinas people at the Kecamatan
level. If a non-formal skill training program was developed at
the Kecamatan level, the BKK could serve as the agency for
credit extension for start-up capital. But this should be done
in cooperation with the relevant technical dinas at the Kecamatan
level. This expansion in activity would require that the BKK
personnel at the Kecamatan level be expanded.

d) 1iImprove the information collected from loan recipients and have
the BEK officials at the Kecamatan level feed chis information
directly to the Camat as well as the Kabupatea BKK office for
use in Kecamatan planning (see B below).

Do not tie the BXK directly into any planning and sub-project develop-
ment body. Keep its assignment/function narrowly tied to credit
expansion. This will greatly reduce the potential for leakage by
keeping simple the inspection and supervision system.

The BKK personnel at present are paid on an honorarium basis. This
results in job insecurity as well as relatively low pay. The BKK
personnel should probably be employed as regional governrent cfficials
and be given a significant pay increase. Short-run incentives for
increasing the number of loans extended, amount loaned, etc. are
probably not desirable. As mentioned above, loans should not be
pushed, but rather adJusted to fit the market's pull. 1In addition,

)

B /



short-run incentives could lead to manipulation in data reporticg Lo
higher-ups, thus distoring a potentially good source of intormation for
Kabupaten and BAPPEDA planning and sub-project selection.

4. The insp:ction and supervision of the BKK progran is presently done by
the Regimal Development Bank and a BKK Kabupaten office. The latter
seems re.atively unimportant in the chain of supervision (it involves
2 or 3 officials) and probably should be strengthenad. How is the question?
As Patten mentions, some device or channel must be developed to spot check
the integrity of the Kecamatan level BKK officials. The Regional Develofp-
ment Bank supplies the capital and performs audits on the program, but it
really does not have the personnel to inspect lean activities at the
Kecamatan level--and it is not in this type of business anyway. Therefore,
loan activity inspection should be assigned to the Kabupaten level BKK
officialc .

B, Kecamatan Development Program/Board

1. It would be very desirable and should he possible to expand upon some
present administrative activities (meetings) at the Kecamatan icvel.
Specifically, the Camat meets regularly (monthly, I believe) with the
Kecamatan staff and technical dinas officers stationed at the Keccamatan --
in some cases with all the lurahs also present. These mectings could
be used for sub-project identification and recommendations to the
Regional head and BAPPEDA.

2. UDKP
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