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C14APTER ONE
 

INTRODUCTION
 

T~is report synthesizes what has been learned from the 

Provincial Area Development Program (POP) in Indonesia. It 

relies heavily on two major evaluation efforts conducted ia 19B6. 

The first is a study of PDP's impact on beneficiaries conducted 

by Sujrvey Research Indonesia (SRI). The second is a study of 

F'DP s iristitutional impact carried out in siY provinces by a 

multi-disciplinary team. The present study draws upon interim 

evaluation repor-t5, consultant reports, sub-project budgets, and 

other project document.,s. It also extracts the ideas and comments 

of a ruimber of people -- USaID project staff, GOI project staff 

and advi ours who have worked with POP over the years. Decisions 

about what to st ross and LJhal to omi t are my own and are based 

upon I0 years Iridonesi an erper i ence, researching Indonesi an 

,ievelo mernt adrmir i istrat i nr and advising in institution-building 

and training at the local level. 

Tbis document recounts and interprets major conclusions 

abnit the i mpactU of PI)P on beneficiaries and institutions. 

lHnweve r-, it shutllfd bf pointed out that PDP's activities and 

conseqtieric-, are riot easy to aggregate. The project has a long 

hi-st:ory (10 yrears) and has been operating in cight very different 

provinces sprrrd across tihe world's largest and most populous 

island nation . Fur the-rmore, POP inclUdes a vast array of sub­

projects, some- maniaged at the provincial level, but most managed 

at the district level afnd below. Finally, project priorities 

shi ft:ed over time (especially, after 1902) -- away from 

e:;pr-irrmrnital , di rect, beneficiary-oriented sub-projects which 

were e::pected to he taken up by local government agencies-­

towar d tLhe cevel opsient of i nsti tuti onal capability and 

introdtiction of planning and monitoring systems. Given time and 

spa c e constraints, this account ii l l have to focus on the 

prin-ipal features, accomplishments, strengths and weaknesses of 



2 

PDP. ReaderT desiring more details about specific provincial or
 

sector al activities should refer to any of the numerous 

provirncial and national evaluations or other project studies and 

docunrlits. A final caution -- PUP is still in progress.
 

Beneficiary and institutional impact studies conducted in 1986
 

only examine activity financed under 1984-05 and earlier budgets.
 

Arinual arid medium-term plan~iing systems (the ROT and RJM) were
 

introrit-ced in 19B4-05. Survey data from 1903-84 and 1964-85 sub­

projer:ts show considerable improvement over earlier sub-project
 

ac Li vi Li es. There is every reason to believe that the learning 

tIrvr3 ff fect would have resulted in continued refinement of 

ben.- i cir y sel ect ion and income-gericrating techniques. It 

therefore seems reasonable to conclude that more recent impact 

data would have shown further progress toward beneficiary and 

institutional goals.
 

1h-u reader may wonder how this evaluation can attribute
 

distinrct benr, ficiary income gains or improvement In institutional 

per for rrnErce to i di verse and long-term program like PEP rather 

than to other developmert programs and changing economic factors 

LiaL MO y hie -f fected target groups or institutions. The 

resprri 7, is that it is not possible to do so with scientific 

cerLtiri y. For e::arnple, it is not possible to tell how much gain 

in incfime FDP recipients would have made without PDP assistance 

or (f a ;cerLain how much of their gain was due to PDP and how 

miuch n-'s due to, say, a new village road. (At least it is not 

pos=il~i tWI thout very costly pre- and post-project studies or 

e::ter~ii.,e use of carefully selected control groups.) 

Fur Lunatuely, projecL evaluation does not require that degree 

of ce-r tainty. Ais a recent World Bank evaluation guide has 

pointe(1 nuL' -- projects have a modus operandi. Projects are not 

comple1r'ly e;:perimental. They are designed because there is a 

body of opinion suggesting that certain kinds of intervention 

will oc:tneve certain results. Therefore, it is only necessary to 

esLahhIch the plausibility that a project has achieved the 

1. D. Casley and D. Lury, MonItorinq and Evaluation of
 
Agriculture arid Rural Development Projects, Baltimore: Johns
 
Hopkins University Press, 1982. See page 20-21.
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desired retilts.7 In tihe case of PDP we have strong in iri-,,,tial 

evi idence to stipport concl usi on-, ahontI i t-i atei evemrit of pro ier-t 

goal ;. In additin to hlousehold .;urvey- of direct h-lrficiaris, 

we have interview data from io n-benieficiar ipT,, vi I I aqr 1 eaders 

and projerft officer-, which reports their virew of project impact, 

itnski ttiinal and rconomic achievempnts, aid h-nipficiary gains. 

W4e al so have indirect cvi dei ce relyinrg on sitch indicators am 

increasirng succe-ss nf PI)P provinces aid di strictsF; it cnip!loLirig 

GDI p Iann i ng arid moni tor-i ig reqilir emPelntS arid in meet ing UiRPAID 

reporting and rei mhtnrsement gt i del i tes for tie pro ject. In 

short, we inave a credible basis for mal-ing jtudgments about PDF-' 

and drawing conclusions that might be uti I i .ed in future 

projects. 

PUP AND ITS INSTITUTIONAL SETTING IN INDONESIA
 

FDP operates in eight Indonesian provinces. Its main
 

objectives are increasing the income arid productivity of the
 

rural poor and increasing ttie capacity of provifcial and local 

governments to plan, manage, monitor and evaltiate development 

activities that reach the r ural poor. Its principal focus in 

provinriaI ant local (1-abupater-n) government is PAPPEDA -- the 

regional plarning board. However, POP also has L.orked through 

local dina (sectoraI agencies) wli ch a pro,.incial arid 

kabtpati', aithori ties (and occasionally throuLgh Incal branches of 

cenutr:i -,ectoral depar tments. 

P)1' is implement:ed under the Indonesian Ministry of Home 

Affairs (with technical support from the National Planning Board 

[BAPPENAS] and the Ministry of Finance) -- the central government 

department charged with territorial administration, provincial,
 

and lower level government. Originally, national management of 

PDP rested with PUIOD -- the Directorate General of Regional 

Attonomy and General Administration. However, in 1981 management 

was transferred to the newly-created Directorate-General of 

Regional Developmint (DANGDO . 

PDP I began as a four-year program in Aceh and Central Java
 

=. Ibid., p. 21. 



4 

in 1976. PDP IIA (also a four-year program) commenced in 1979. 

It expanded PDP's operations into 1engkulu, East 
Java, South
 

Kalimantan, and East Nusa Tenggara. P1P I113 added two provinces: 
West Java and West Nusa Teriqgara. PI)P I arnd PI)P II have since 
been funded to extendii until 1906 arid 1909, re~spectively. Table 

1-I (page 9) li-,ts all ka[Upalten where PDP operated in phase I 
and in the phace II (p1t-,1981) ex Lerisi or to POP I arid II. 

Table 1-2 (page 10) l ists the number of PDP beneficiaries of 
direct impact incomfi-generatirig projects by province according to 
projerct budgetsc:. It does not include recipients of training or 

credit sub)--project assistance. It may also fail to fully show 
the niluimbfer oIf later beneficiaries of "revolving" projects who 
were recipients of non-btdgetary assistance (i.e., a cow provided 

as repayment by a previous beneficiary).
 

Table 1-3 
 (page 11) shows PDP regional sub-project 
expendi Lur-es by provi re and by administrative category (i-e., 
Adminisratiioi or Evaluation, Training, Credit, and Direct 

BeriFefici ary Impact sub-projects) -

It: is impnrtairit to understand the strjcttre of Indonesian 
governmnrrit to comprehend the operating environment in which PDP 
workrs and to acciratF-ly eval uate the project s impact. 

InLonesia is a unitary state. All powers not specifically
 
grariLed to provincial and local 
governments by the Constitution
 

or by legislation approved by the President and the National 
Assenibly reside with the central government. At all levels of 
governmer-nt the executi ve branch i s much stronger than the 

legislature. Although there is a process which allows for local 
nomi rati on (arid, in theory, local assembly veto) , of chief 

emectiL i yes at the provincial arid Iabupaten level , they are 
selected by the cenitral government. Most senior state employees 

at the provincial and local government level are central 
government employees and may ie transferred to any Department of 
Home Affairs posi Lion iri Indonesia. Most revenue-raising powers 

reside with thLe central government. Local arid provincial 

government are thus legally, administratively and financially 

dependent upon the center. 

Indonesia is divided into 27 provinces (also called First 
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Level Autonomous Regions). They range in population from well
 

under a million to over 30 million. Each province has a mainly­

elected assembly (Dewan Perwakilan Rak-yat Daerah) and is 

administered by a governor. The province has few tax powers but 

it does ex:ercise control over locally-raised funds. 

Below the province is the kabupaten' (district) -- a county­

sized unit -- which is also called the Second Level Autonomous 

Region. There are 246 rural districts (and 55 urban second level 

autonomous regions). On Java most districts have a population
 

between 600,000 and one million. On I ndnnesia's nther islands 

most districts have between 100,000 and 500,000 people.
 

Districts also have a mainly-elected assembly (also called Dewan
 

Ferwakilan Rakyat Daerah) and are managed by a district head 

(bupati). The district has fewer ta-, powers than the province, 

but also allocates locally raised funds. 

Districts are divided for administrative convenience into 

sub-districts. Most districts have between ten and twenty sub­

districts. The sub-district officer (camat) manages an office
 

usually with ten to fifteen employees4 who act as the local
 

agents of district and higher level government.
 

The lowest level of government in Indonesia is the village
 

(desa or Lelurahan). There are approximately 63,000. The desa 

(usually rural village) has an elected head (kepala desa ) and 

slightly greater autonomy, while the (usually urban) I-elurahan 

has an appointed civil servant as head. At least formally, every 

villaqr also has a Village Consultative Board (Lembaqa Musyawarah 

Desa) and a Village Community Resilience Board (Lembaga Ketahanan 

Masyaraat_ Desa). These institutions sometimes widen the access 

to villaqe-level decision making. 

In addition to these administrative links from the Ministry 

of Home Affairs in Jakarta down to village government, there is 

another liinlkage between center and regions. Most central 

government departments maintain offices (usually called Kanwil or 

Kande) or agents in all provinces, many districts and some sub­

. Sometimes translated as Regencies.
 

4. Some provinces reportedly have as few as two office
 

staff in sub-district offices.
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districts. These technical 
or line agencies are called instansi 

vertik,-il (vertical agencies). In any one province the aggregate 

biigets of these instansi vertikal is usually much larger than 
that of the provincial government and they are, in fact, only 

nomi nal 1y answera) l e to the governor for their plans or 

per formance. 

Closely tied to the instansi vertil'al are provincial and 
sometimes district din_ s (technical agenciEs). Usually the 
aggregaLe budgets of all of the provincial dinas and instansi 
ver tital operating in a district are much larger than the 
district's own development budget. These agencies -- except for 

district dinas -- are not part of 
district government, and local
 

co-ordination (or ever knowledge) of their activities was rare 

before the mid-1970s. 

Decentralization and local co-ordination were furthered by 
Law Number 5/1974, the Regional Government Act. It states that 

governors and district heads are responsible for all government 

activity in their regions. This gives the local e,:ecitive the 

legal authoriLy but not the financial or institutional capacity 

to co-ordinate development programs at the local level. The 
creation of provincial planning boards (BAF'PEDA) , beginning in 
1976, and of district planning boards (also BAPPEDA), beginning 

in 1980, provided an irnstitutional vehicle through which local 

goverrmenit could -- if it had the skills, vision, direction and 

hii her-level stpi)rt -- begin to plan &nd integrate local 

(levelonpmnt- activi ty. 

PDP providcl anr opportuni ty to take newly-formed, partly­

staffed arid, poorly-trained planning boards -- whose function was 

not we]l understood -- and provide them wi th needed skills and 
handc-on develupmeiit planning and management experience. It also
 

provided the BAPPEDAs with the opportunity to demonstrate both to 

provincial and district ex:ecutives and to technical agencies, the 

planrlirig boird's ski lls and the advantages of integrated rural 

development planning over isolated sectoral activity in meeting
 

tihe rneeds of the rural -- mainly poor -- population. 
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ORGANIZATION OF THIS REPORT
 

This chapter includes introdtictory material arnd a discustiion 

of PDP in its institutional seLting. It also includes somer, 

tables with background information un PDFs sub-pro-ject location, 

beneficiary nu.ibers arid budget categories. 

The fol 1owi rig chapter, Chapter Two, exami nes Pi)P goals, 

working assumptionIs and strategies. Clear understanding of those 

goals, assumptions and strategies is an esse'ntial first step in 

deciding what an evaluation can tell us. It is imporLnt to know 

tqhether -- and to what degree -- those goals were achievable and 

whether they were understood or shared by USAID, 601 (Government 

Of Indnnesia) central, provincial and district institutional 

actors. It is also useful to ask whether the goalsi were -- to 

some extent -- in conflict. Did the achievement nf one goal 

lessen the likelihood of the achievement of others? ,he chapter 

also looks at changes in project priorities over time. It makes 

recommendaltions about goal clarification and priority setting 

measures for fututre USAID projects. 

Chaipier Three observes the impact of P|)P on beneficiaries. 

Particularly, it tries to show who were recipients, how well the 

project did at targeting beneficiaries, how much gain 

beneficiaries recorded, and how likely they were to sustain the 

income-'arni fig activity introduced or promoted by the project. 

It explores explanations for sub-project succes,.; at various 

aspect-i of beriefficiary impact. Finally, it makes recommendations 

about targetirig procedures and sub-project activity that might 

fur thir improve heriei iciary impact. 

Chapter Four describes the impact of PDP on institutional 

rapacity aInd performance. Its focus is on provincial and 

district planninig boards and on other local agencies with which 

the program worked. Project impact on BANGDA as an institution 

(and AIIGDA's impact on regional irstitutions) is not described 

in this evaluat irn synthesis.' 

. Because there were no recent evaluations which dealt
 

with central level institution building.
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This chapter examines the ways in which PDP 
has influenced
 

regional and local institutional behavior and the ways in which
 

institutions have learned 
from the PDP experience. It also
 

makes recommendations about institutional 
assistance methods that
 

might enhance institutional performance. It 
 then describes the
 

impact of PDP on institutional innovation. It looks at how
 
provinces and districts have tried new approaches to deal with
 

the problems addressed by PDP. Fioally, it makes several
 

recommendations about steps 
that might be taken to encourage
 

instittutional innovation and successful
sustain innovative
 

acti vi ty. 

Chapter Five examines prospects for sustained gains in
 

institutional performance. First, it looks 
at the prospects for
 

sustainability of PDP-related gains institutional performance
in 


after donor support is withdrawn. It examines cases where PDP
 

activities are being funded by local 
institutions or paid for by
 

beneficiaries. Second, it 
 considers the wider institutional
 

impact of PDP. It seeks to determine whether PDP techniques are
 

being replicated by other government projects or 
agencies. The
 

goal hero is to assess the degree 
 to which PDP practices and
 

activities are being institutionalized and supported locally.
 

This should give us some idea of the project's prospects for
 

lasting impacL. Finally, it makes recommendations about steps
 

that might encourage further institutionalization and wider
 

spread effect.
 

Chapter Six briefly summarizes and comments upon PDP's
 

beneficiary impact, 
 institutional impact, and sustainability
 

achievements. It provides policy
also recommendations for any
 

future related projects based upon PDP experience. It concludes
 

with a discussion of PDP's cost-effectiveness and potential
 

contribution to Indonesian rural development strategy.
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TABLE 1-1 

PDP PROVINCES AND DISTRICTS 

Province District (Kabupaten)
 

Activities Begun Activities Begun 

During Phase I During Phase 1I 

Aceh Aceh Barat Aceh Selatan 
Aceh Besar Aceh Tenggara 

Bengfkulu BE igkulu Selatan Rejang Lebong 
Bengkulu Utara 

Jawa Barat Lebal- Cianjur 
(West Java) Pandeglang Garut 

Serang Sukabumi 

Jawa Tengah Demak Blora 

(Central Java) Kudus Grobogan 
Jepara 
Pati 
Rembang 

Jawa Timur Bangkalan Blitar 
(East Java) Pamekasan Pacitan 

Sampang Trenggalek 
Sumenep Tulungagung 

Kalimantan Selatan Hulu Sungai Selatan Banjar 

(South Kalimantan) Hulu Sungai Tengah Tapin 
HuIu Sungai Utara 

Nusa Tenggara Barat Lombok Tengah Bima 
(West Nusa Tenggara) Lombok Timur Dompu 

Sumbawa Lombok Barat 

Nusa TEnggara Timur Alor Flares Timur 
(East Nusa Tenggara) Belu Timor Tengah Sel. 

Timor Tengah Utara 
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TABLE 1-2
 

PDP DIRECT BENEFICIARIES
 

OF INCOME GENERATING PROJECTS*
 

1978-9 through 1986-7
 

(By Province)
 

PROVINCE 
 NUMBER
 

ACEH 22,890
 

PENGKULU 15,352
 

WEST JAVA 29,888
 

CENTRAL JAVA 104,266
 

EAST JAVA 67,221
 

SOUTH KALIMANTAN 15,730
 

W4EST NUSA TENGGARA 38,337
 

EAST NUSA TENCGARA 39,938
 

TOTAL 333,622
 

Does not include beneficiaries of credit
 
programs.
 



PROVINCE 
 ADMIN/ 


EVAL. 

(M) 


ACEH 
 16.0 


BENGKULU 
 17.6 


W. JAVA 
 29.3 


C. JAVA 
 14.0 


E. JAVA 14.9 


S. KALI-


MANTAN 
 23.0 


W. NUSA
 

TENGGARA 
 12.4 


E. NUSA
 
TENGGARA 
 16.7 


PROVINCIAL 
 18.8% 


AVERAGE
 

TABLE 1-3
 

PDP SPENDING
 

BY TYPE OF PROJECT AND PROVINCE
 

(1978/9 - 1986/7)
 

TRAINING CREDIT DIRECT TOTAL 
BENEF. 

(z) (Ml (M) (000 Rp.) 

15.3 12.8 
 55.9 6,521,551
 

11.7 19.5 
 51.2 5,917,327
 

6.4 10.7 
 51.6 5,513,100
 

9.3 4.7 72.0 7,412,500
 

11.1 11.1 
 62.9 6,86,413
 

14.1 21.0 
 41.9 5,312,577
 

15.9 8.5 63.2 5,712,500
 

9.1 11.7 60.5 
 5,936,872
 

11.9% 12.5% 
 57.4% 6,149,355
 



CHAPTER TWO
 

POP GOAL S,. WORKING ASSUMPTIONS AND STRATEGIES
 

A key factor in effective project design is clarity
 
about what constitutes reasonable and achievable 
 standards or 
measures of success. Clarity about goals, indicators of success, 

workinq assumptions, and strategies are equally important for 
constr irf ve evaluIation. If we are not clear, for example, about 

what PDF was supposed to aciieve, what inprtts USAID, the GUI and 

the t echni cal assistance team were sntpposed to provide, what 
behavioral outcomes were expected arid how PUP was expected to 
have art impact on !ndonesian i r1sti tuti ons or individual 
beneficiaries thsn it is difficult to make judgments about 
projec- success. This chapter attempts to clarify project goals, 
,ssnnpi iois arid strategies in a way that Jill errable the reader 

to assess project achievements and diagnose weal esses. 

PDP GOALS 

Tihe 	 1978 PDr project paper suggests three goals for POE:' 

1. 	 To improve the capabilities of local government within 

the si:: participating provi rices' to undertake rural 

devel opmenrt act i vi t i es whi ch i iprove the productive 

capaci ty of the rural poor. 

2. 	 To improve the capabi I i ti es of the central government 

to crjriport local government rural development 

activities which impact on the incomes of the rural 

poor. 

To increase incomes of tile rural poor within 

tile project areas. 

i. This is taken from the project log frame, p. 56. 

. Tie number of provinces was later increased to B. 
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A Ministerial Instruction 
 (Number 19, 1960) of 
the Minister
 
of Home Affairs states 
 that 	"POP is directed toward development
 
efforts 64hich directly raise the 	 incomes and welfare of the 
people of 
 the villages whose productivity is low... 
 It goes on
 

to further define project goals:
 

I. 	 To perfect and increase administrative capability at 
the Provincial and Kabupaten (District) levels,

especially that of the regional planning boards 
(BAPPEDAs); but 
 other PDP-related local 
 offices as
 
well. 

2. To supply local level development assistance 
 in the
 
following forms:
 

a. 
Projects meeting the following criteria.
 

(1) 	 Directly raise the incomes of 
villagers whose
 
productivity is low.
 

(2) 	 Yield the quickest possible results.
 
(3) 	 Fit with Regional 
 and District development
 

objectives.
 
(4) 	 Small in 
size 	and have simplicity.
 
(5) 
 Create and broaden employment opportunities.
 
(6) 	 Supportive of other projects in the local 

development effort, such as the INPRES
 
programs.


(7) 	 Supportive of other local activities. 
(0) 	 Feasible from the technical, economic, financial,
 

social and environmental point of view. 

b. 	 Credits, channeled directly 
 to the people via
 
banking and credit institutions in village areas, 
which meet the following criteria:
 

(I) 	 Supportive of 
other local activities.
 
(2) 	 Raise incomes (but not consumpti on) with the 

following specifications: 

(a) 	 Seal I sums. 
(b) 	 Administratively simple.
(c) 	 Simplicity in lending technicalities. 
(d) 	 Lowest possible rates of interest. 
(e) 	 Lasting in effect.
 

The wide array of goals presented suggests a number of 
questions. Are 	 goals sufficiently well defined? Pre there 
indicators 
 that would tell us whether project goals 
are beino
 
achieved? What are 	 the relationships among goals. Are these 
goals achievable? Are 
 these goals assumed to be complementary?
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Would the pursuit of one goal ever 
reduce the prospects for the
 
achievement of 
 other goals? If 
so, how are priorities to be 

established? 

PDP is clearly a project with multiple goals and a number of
 
target gruups or proposed beneficiaries. 
This mal'es evaluation 
more c-umplicated and unequivocal statements about implementation
 

and impact less likely. However, ease of evaluation or auditing 
should iiut. be used as ani e::cuse for donor agencies to pursue
 
single-objective (or 
 single-indicator) , 
 usually physical
 
infrasrtuirtLire projrcLs. Development consists at least as much 
of increasing insti tutional and individual capabilities and
 
attitLIdes 
 as it does of building roads and 
 bridges. The
 
challenge ir 
 project design and evaluation 
 is to be clear and
 
realistic 
about the standards we ar using to define and measure
 

project success.
 

Relating goals 
 to project achievements is further
 
complicated 
in the POP case because of changing project
 
priorities. Pre-1782 PDP 
 activities emphasized experimentation 

while post-19E2 endeavors stressed institution- and system­
b ui Idinq. Furthermore, early USAID documentation on the project
 
speaks of aiding the "poorest of 
 tiLe poor" and emphasizes sub­
project a,-cLivity designed to raise the income and productivity of
 
this group. It is clear 
from early GOI documentation that they 
did rot ful I y accept this phrase or choice of target group. 
Provinc milproject officials in Central Java used the phrase 
"poor ,,tt pot nt 101 lly productive"; and this seems to have been 
cl t;erLn t folo'r ,a ona l defminition used throughout the program 
for L_,lr rp'-f ro,,;, m'Ir ct. i ni than thme more 'idealistic: "poorest of 
the poor." (0i',o a,s wc siall see in the chapter on beneficiary 
inpac-t CLntral ,ma .'s ,peratioral definition made project success 
more 
 Tie
Tihly.l 19F2 USAID project: paper for POP II does not 
spec ific yyl msr'ticro the rural poor in its log frame (statement) 
of projfc-t objectives. Instead it states the project purpose to 
be: "To rfmcre_';e tht production amnd productive capacity of rural 
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" 
people- It appears that, by 1982, most project 
managers were 

assuming that the rural poor were the main target group but that 

the project was not attempting to target those who were so poor 

that any sort of assistance would be directly consumed rather 

than used for productive purposes. 

Eupirally importantly, post-1982 proje:t docuimentaLion begins 

to emphasize the institution-building objective and the use of 

plannirnq and project information systPms to consol idat _ 

institutional gai ns. This increased coricern with insti tuti onal
 

and sysLem-building objectives reflected 
concerns that advisors
 

were likely to spend more time ensuring that individual sub­

projects sutcceeded and less time worlkirg long-term
at institution 

-building activity. 

This means that for evaluation purposes one needs to keep in 
mind that only beginning with the i98-83 budget year was PDP 

focusing on coherent system and institution-building objectives 

and that only three years bf systematic effort to introduce 

planning and management tools are fully reflected in the 

materials uscd tnr this evaluation.
 

Giv"en these changes over time what should be talken as the 

core of FDP g(als and how are they related? A 1979 project study 

summarui2en these gnals. It that "PDP issuggests experimentan 

in btji Iding a sel f-sustLaining capacity for integrated poverty­

focused rural development activity."- The author argues that 

PDP: 

- is experimt-ntai 

- is capaci ty-bui Idi ng (in insti tutions 
and for beneficiaries)
 

- promotes integrated rural development 

- promotes poverty-focutsed rural development 

- aims to promote inst ituLtional capacity for 
integrated, povnrty-focused rural development that 

- Annex A, Pro jec t Paper I idomuesi a Provi rnci al Area 
Development Program IN, 1983. Other institutional goals were the 
same as in the earlier Project Paper cited above. 

A. George Honadle, Institution Building in the PDP Context 
(April 1979). 
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is self-sustaining 
 -- that continues beyond the 
input of 
project funds and technical assistance.
 

If we accept this perspective on 
 PDP it becomes clear that
 
FDP has two very different, major target groups: local government 
(at the provincial and district level) 
and the rural poor. The
 
project is 
 expected to be experimental: to encourage local
 
government and sub-p; uiect beneficiaries to carry 
out innovative
 

activity. That innovation is expected to make local 
government
 
better at planning and managing rural 
development and to make the
 
rural ponr more productive and therefore increase their incomes. 
The project is also expected 
 to provide local government with
 
resources, training, 
 technical assistance, and planning and 
management information systems that will make provincial and
 
district government more capable of meeting local 
 needs.
 
Sustainability 
 is also a key goal. It is hoped that
 
beneficiaries will 
 be able to sustain gains made due to project
 
inputs and that improvements in institutional performance will 
not be lost ren project resources are withdrawn. Finally, it is
 
anticipated 
that the project will provide the central government
 
with tLhe sk-i I Is-and resotirces necessary support
to and monitor 
more decenrtrli ld development, and the confidence necessary to
 
promote fiirthe-r drc'rntr aI ization.
 

Table 
 2-I below indicates target groups, goals (desired 
outcomes) , and indicators that could be used to measure or test
 
for the achievement of project goals. 
 Indicators marked with an
 
asterisk * were available and used 
 as part of this evaluation. 
Hpef ully, futnlrr- evaluations will build upon and further test
 

thpese merasur es.
 

RELATIONSIIIPS BETWEEN GOALS
 

It is important to consider relationships among goals before 
trying to measure the level of achievement in attaining 
particilar gorals. If pursuiing one goal retards or delays the 
achievement 
 of other goals then we should try to balance
 
sumccesses in the achievement of one goal against failures or 
shortcomings in the pursuit of others. In the opinion of this 
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author a considerable portion of 
the criticism of the project has
 
been unrealistic and misleading because it 
has assumed a harmony
 

of goals.
 

While there does seem to be a good case 
for long-term
 
congruence among PDP" goals there 
 is clearly some short-term
 
conflict. Emphasis on 
 designing and implementing sub-projects
 

that reach the rural poor could be expec-ted to delay the 
consideration of syst'.,nic change mightthat build institutional
 
capacity. Similarly, emphasis by 
project managers and technical 
advisors on building local planning stills becould expected-­
in the short-term 
-- to retard efforts to reach the rural 
poor.
 

Similar problems arise in the relationships among other­
goals. The promotion of institutional innovation requires giving 
local institutions the opportunity to make mi staikes. Local 
government could not be 
 expected to try a wide range of 
new
 
activities without some 
failures. Therefore expectations about,
 
say, success at targeting 
 the rural poor or obtaining alhigh
 
level of beneficiary gains should be weighed against another 
rjoal, encouraging institutions to try new approaches and systems.
 

Similarly, the Ministerial Instruction calling for PDP-supported 
sub-projects to be quick-yielding 
 did not always result in
 
beneficiary gains that 
were long-lasting. Sustainable activities
 
are not always those that produce the quickest or greatest gains. 
SLIStai nab I e beneficiary gat ns, rapid results, institutional 
experimerntat ion arid system building are laudableall goals but 
thry caiinvot always be achieved simultaneously. 
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TABLE 2-1
 

EVALUATING PDP:
 

TARGET GROUPS, GOALS AND INDICATORS
 

TARGET GROUP GOAL INDICATOR 

RURAL POOR rural poor chosen survey research 
as beneficiar-is showing targeting 

success* 

increased survey results 
productivity and showing increased 
income income* 

sustained inc ease survey results*, 

post-project 
surveys showing 

continuation of 
gains 

LOCAL GOVERNMENT increased planning quality of 
capability planning 

documents: 

specificity, 
clarity, logic 

increased rural survey showing 
development sub-project 
management results*: 
capacity improvement over 

time*, comparisons 
with other 
projects*, project 
reputation* 

increased numbers of skilled 
administrative staff, resources & 
capacity levels of funding 

managed* 

sustained and support of 
widespread gains successful PDP 
in institutional activities with 
performance local funds*, 

spread of 
successful 
practices to other 
projects and 
agencies* 
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ALL LEVELS decentralization increasing PDP
 

funds allocated to
 
district and lower
 
levels* Other
 
projects and
 

development 
activities 
designed and 
adm Lnistered 
local ly* 

CENTRAL GOVERNMENT# capacity to 
 numbers of trained
 
monitor and personnel, review
 
support local of policy
 
government rural decisions,
 
development
 
efforts
 

S- ------------------------------ - --­
#Not studied as a part of this evaluation.
 
*Used as part of this evaluation.
 

SETTING PRIORITIES
 

Given the probability of short-term goal conflict, what was
 

done to set priorities? Clearly the 1962 
 studies and project
 

paper sent a 
strong signal that additional emphasis was to be
 

given to developing institutional capacity and especially
 

planning and management information systems. Various project
 

studies, papers and conferences also tried to deal 
with questions
 

about priorities. However, considerable latitude was left for
 

individual provirces to set priorities for beneficiary selection
 

and stub-project mixes that fit the regions* needs and desires. 

Further priority setting by the center would have run counter to
 

the goal of encotraging decentralization and would have likely 
led to more consistency but less local innovation. PDP would
 

have benefited -- from the beginning 
-- from greater effort to
 

encourage provinces and districts to explain and justify their
 

priorities and standards. Priority and standard setting
 

exercises would 
 have reduced 
waste and encouraged institutional
 

learning while helping provincial and district governments to
 

decide which sub-project activities and operating systems should
 

be retained when project funding ends.
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WORKING ASSUMPTIONS AND STRATEGIES
 

Were goals achievable and assumptions and strategies
 

reasonable? Table 2-2 suggests the major working assumptions
 

that would need to be valid for PI)P to achieve complete success.
 

A number of those assumptions should have been in doubt when the
 

project was designed. One key working assumption that was not
 

initially valid was that local institutions had tne absorptive
 

capacity to make efficient use of the resources that PDP made
 

available to them. However, most other assumptions were either
 

initially valid or have been amenable to project intervention.
 

Technical assistance, the development of planning and monitoring
 

systems, training, and the provision of equipment have enabled
 

local institutions to overcome many managerial and technical
 

constraints that had restricted their capacity to efficiently use
 

available resources and to effectively plan and manage rural 

development in ways that benefit the rural poor. 

Otte wjorking assumption that has clearly not been reasonable 

has been the optimism about bringing about sustainable
 

institiuinal change in the normal lifetime of a donor-assisted 

project. The time frame in which PDP has operated may seem a
 

long one from the point of view of a donor agency wanting to
 

experiment and then move on to new and interesting activities BUT
 

IT IS A VERY SHORT TIME SPAN from the perspective of widespread,
 

sustained institutional change.
 

In evaluating PDP it should be remembered that the program
 

i- trying to influence a complex bureaucratic system part of
 

which hlas been in place for several hundred years. Changes in 

the way levels of government relate to each other and in the ways 

that ceiitralized agencies relate to local governments and to each 

other do not occur quickly. Furthermore, PDP had two very
 

different target groups -- the rural poor and local governments'
 

-- and a bundle of sometimes competing goals. PDP is a very
 

. There were three, if you count, BANGDA, the Directorate
 
General for Regional Development!
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complex program, but it seems 
to have worled through many of the
 

prob Iems of goal conflict, utifounded working asstimpti ons and 
alternative target groups that initially hecset the project. 

Much could have 
been gained by early and careful
 

consideration of potential 
goal conflict, persistent efforts at
 

clear and open priority setting, and attention to the working
 

assumptions necessary for PDP to meet its goals.
 

At its core PDP should be viewed as an experiment in
 

decentralization which provided 
district governments with the
 

resources and skills to plan and 
manage rural development
 

activities focused on increasing the income 
 and productivity of
 

the rural poor. 
 Its successes in the field are considerable but 

they rieed to be examined and weighed against its weaknesses and 

the constraints it has yet to overcome. The rest of this report 

attempts to do that. 
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TABLE 2-2
 

PDP WORKING ASSUMPTIONS
 

WORKING ASSUMPTIONS 
 VALIDITY
 

That local institutions would Considerable pre-project

be able and willing to 
 evidence to contrary. Project

identify an appropriate (poor) evaluations 
 suggest high

target group for assistance, success 
 in later project
 

activities.
 

That local institutions would 
 Considerable pre-project

be able to identify evidence to 
 contrary.

development activities 
that However, project experience,

would raise the productivity 
 technical assistance and

of the rural poor. 
 training greatly increased
 

success.
 

That local institutions would Considerable pre-project

be able to plan and manage evidence to contrary.

development activities that 
 However, project inputs led to

would improve the productivity considerable 
success in later
 
and income of 
the rural poor. project years.
 

That productive opportunities There is 
 very little evidence
 
for the rural poor introduced in the 
 literature for or
by PDF would be sustained by against long term

individtual beneficiaries after sustainability of government

project funds (and GO introduced productive

support) ended, 
 activities by the rural poor
 

in Indonesia.
 

That local institutions would 
 There should have been con­
be able to efficiently use 
 siderable doubt about the

such project 
 inputs as funds, initial absorptive capacity of
 
equipment, training, and 
 local institutions. There is
 
technical assistance, 
 good reason to believe that
 

the rush to reach the rural
 
poor in early project years
 
resulted in a number of 
poorly
 
planned and executed sub­
projects. However, there is
 
considerable evidence for
 
moderate to great improvement
 
in most Districts.
 



WORKING ASSUMPTIONS 


That tehnical assistance, 

trainirig 3nd development 
planning -.nd management 
ex:perieiice would increase the 
capacity of local institutions 
to make efficient use of 
available resources to raise 
the iricnmees of the rural peor. 

That the increased capacity of 
local institutionis to identify 
development opportunities and 
efficieftly plan and manage 
devel opTent programs that 
benefited the rural poor would 
become institutional ized and 
would contintile to have an 
impact after project support 
was withdrawn. 

That tip capacity of central 
goiver nment to moni tor and 
support more decentralized 
plantiri and management of 
offeritive rural development 
programs Would be increased. 

That the project would resUlt 
in grenter stuipport by sectoral 
agerc i es in Jakarta (and in 
the pr ovirices) for 
decentralized, integrated 
rural developmerit planning and 
management. 

That local inst itut ions would 
be wi I I i ng and able to 
innovate: to attempt new sub-
projecL activities arid try new 
rural development planning and 
managr'mrnt processes. 

VALIDITY
 

Considerable world- wide
 
evidence. Comparisons of early 
and later year direct benefit
 
projects suggest this is a 
valid asstimption. 

lhi assimption will need to 
be te-;ted a year or more after 
projet:t funding ceases. Local 
financing of PDF' activities 
and replication of PDP 
pro-esses for non-project 
activities by PDP and other 
agericies Would seem to suggest 
that this assumption is valid. 

This asstumption was not 
e::plicitly studied as part of 
thi s eval uati or. There is 
some supporting evidence to 
suggest that the Rural 
Development Directorate 
General's performance has 
i iproved. However, demands on 
ins i tLt i onal resources have 
grown apace. 

This hi noes on another 
assumption: that central and 
provincial agency e-:ecut i yes 
are more concerned about 
income-generating activities 
for the rural poor than they 
are ir institLutional , sectoral 
arid commodity concerns. The 
eviderice is not clear. 

This assumption seems to have 
been warrantred. Of couirse the 
degree of i nnovat i on varied 
between provi nces but there 
was considerable innovation. 



CHAPTER THREE
 

PDP'S IMPACT ON BENEFICIARIES
 

This chapter examines 
the impact of PDP on the individuals 
and families it was intended to help. It tries to answer the 

following questions about PDP and recipients of project 
assistance. Who was selected for assistance? Were they the
 

rural poor? 
 Did they have nther qualifications or
 
characteristics that made them 
an appropriate target group? How
 

was selection 
 carried out? How much did PDP beneficiaries gain
 
from project intervention and what are the prospects for 
beneficiaries retaining 
 or increasing the gains made under PDP? 

Wherever possiible, these impact questions will be related to 
implementation issues. How could the selection process be
 

improved and how could a higher rate of gain and of sustainable 

increased productivity be achieved?
 

Thre data for this chapter comes largely from a survey of 
h-rrefici ary househilds conducted by ResearchSurvey Indonesia in 
1906. They interviewed 4517 recipients of direct impact sub­
projects ir all eight FI)P provinces. There were 1449 direct 
impact sub-projects assisting more than 333,000 families between 
1979/9 and 1786/7. Tfi sample was stratified and weighted to 
reflect the mix of sub-projects across sectors, years and
 

pro. i rices. II' sub-pro ects which provided physical resources 
with a direct impct on ta _qruppproductivity and income were 
sudid. Penficiaries, of training projects were not interviewed 
unless their sub-project also provided resources or capital. The 
SRI sUrvey included only beneficiaries of sub-projects funded 

between budget years 1978-79 and 1984-85. 

One key area not studied 
as part of the household
 

beneficiary survey and therefore 
not reflected in the following
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beneficiary impact data is credit. As of March -1, I.87, PDP had
 

provided nearly Rp 61000,000100 for credit programs. Data is 

not available on the total number of beneficiaries who have 

received PDP-assisted credit institutions it seems certain that 

credit lhas been extended for productive putrposes (urttaIl1y small 

indusiry or trade) to well over two hulidred thousand households. 

Fragmentary evidence siggests that PDP's rural credit activities 

have her crxtremel y effective at reach i nr rLiral rj.meri. For 

ex:ample, snme West Nusa Tenggara credit units report that more 

than 75"% of borrowers are womel and units iri several provirices 

report that women constitute approximately half of all
 

borrovifrs. 

Worrmen play a major role i.. .,e rural economy of most of 

Indonesia's regions and are freqirent] y under-represented as 

benf ici aries of project assistance or government extension 

progranms so the credit program's imputed impact on women is 

reasonrenoUqh_htoJStfdetailed study of the credit program"s 

beneficiarY_ impact and institutionalization. However, there are 

other reasons for studying the credit program. It has taken up a 

substant i al share of both project resnurces and technical 

assistance arid it initially resulted in large nuimbers of bad 

debts. Furthermore, the credit program in some provinces has 

loloked sustainable enough to be taken over and expanded by 

another USOID project. In still other regions a number of 

healthy credit units have been created but the break-even point, 

where they cordld support the provincial administration required 

to oversee Ir)cal units and provide the capital for expansion or 

the hailing out of failing or faltering units, has not been 

reached. 

One striy shrild ex:amine how scces-s7ful the proqram has been 

at -r1rh iq womori arid why. It wold alI so be e:tremel ,. useftOI to 

o[Irffr- - t 01rd w-rha t s0c i o-eonnm i C gr rip ema ie up the Ltr I : of 

r :eci p 'sits and) what i rnria-t access to i ist i tirti onal i :7,d credit has 

had enr the i r i nrom-prnduci rig oppor tirni ties arid onr emp Inyment and 

weI far e in their home villages. We need case studies of who 

borrn,, what factors determine whet her they asi- f or and are 

gr ant ed a loan, and the impact of state-subsidi--ed (or at least 

initial.ed) rural credit o, the general availability of credit and 

http:initial.ed
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mobilization of rural resources for development. 
Another study
 

might e-:ainine flhe technical side of credit. How many "healthy" 

units are neu-'ed to support a provincial credit infrastructure?
 

How long must subsidies continLe? What are 
 the most effective 

incerntive systems for marimizing good credit management by the 

credit Hni L employees? 

TARGETING AREAS
 

(in obvious question about an area-focused rural development 

program ai mred at assisting the rural poor to become more 

productive is hov- to determine the areas and individuals who will
 

benefit.
 

Area selection took place at four levels: 
 province,
 

district, sob-district, and village. (PDP provinces and
 

districts are shown 
on Table 1-1.) Area selection for PDP seems
 

to have been 
 made upon a basis of poverty, isolation and 

be'ckwirdness on the one hand and contiguity or ease of program 

man arjenent on tihe other. 

F DP's selection of provinces includes three densely 

populated provinces on the island of Java with relatively well­

developed infrastructure but very largc - .bers of poor people. 

It al-,,) includes two islard provinces in eastern Indonesia (Nusa 

Fenigcqir-a lAHrat ard HUsa Tenggara Timur) with poor communications, 

frenqin1r _ fooi sinr Lages and a maini y-poor rural population. The 

twrn FDi 
 provi osCP,on the inlarnd of Sumatra (Aceh and Bengkulu) 

arid th province of Ial i mantan Selatan, on the island of Borneo
 

have LlnnnnnrativrIly low population densities, poor communications 

and a sl ulhtliy higler standard of living than is found in the 

other five provinces. 

rie- indicator of the suitability of PDP province selection 

from a poverty criterion is SUSENAS data showing the percentage 

of th pn pul a i on whose monthly expendi Lures were below Rp 10,000 

(about 19 in 1981 -- the most recent year for which SUSENAS 

figures are available). 32.2% of the Indonesian population spent 

less than this figure in 1984. 7!% of these poor people resided 

in the eight F-DP provinces. (There are 27 provinces in 

Indonesia.) Altogether there are just under 37 million people 
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living on less than Rp 10,000 per capita per month in the PDP
 

provinces and they make up 37-7% of the population of those 

provinces. One can conclude that provincial selection was 

genera I 1y wi thin tie scope of the poverty indicator. The 

s-l ec t ion of the three provinces which have a higher that average 

pfvr capita i urnfr (Aceh, Pr'riglulu ti a I iaimanIan 9elatan) is 

j istifiable when one talcs into account much hig her transport and 

food costs in th-ose provinces. My own estimate based again uron 

the 181 SUSENOS is that per capita monthly receipts of nearly Rp 
(), (no are r qirei d i i those pcovinces to provide the same 

disposable income as Rp 10,000 per capita monthly income in the 

poorer" provinces. 

It appears that district selection was mainly on the basis 

of poverty, altholigh commnications and contiguiLy frequently 

pIayed a ruIe. The selection of contiguous districts, as 

occurred in South Ialimantan, Central and East Java, simplifies 

S(IP I IerrIenit at i n arId cron tonuq arid redjc-es overhead costs. It 

a Iso propr-h I y i tier"ease, pr ospec ts for effective dfl i very of 

iripnrti s, ori e:'1 tn1don services and therefore for beneficiary gains 

ard, qivr n the, widfe availability of suitable beneficiaries, does 

not se to adver- ted beneficiary targeting.LI have ly affcc 

Ev -n when districts se!ected for PDP districts appear to be 

,0)ove averaa ifr we-,alth for tLheir provinrce, PDP tended to operate 

i iT p(Ifir ,r arid rnrr- i sol iate(] snuh-di stricts and vi 1 ages. Sub­

di str 1I s, irt IIrr ceris to reflect poverty criteria but some 

srh-li st-r i ts were clearly chosen because the provincial or 

distr i-ft (4oviirnmefnt: wantel to give every sub-district access to 

F'DP f und. 

For rrost provinces ther-e is not a good data base on which to 

mal-re a jitcenrrit: ah itL the vi l l age se ccti on process- Nor i s the 

prnr-,s (I)f i I I ae- selecLi of very clear. Some provirces tried 

rver se:veral years to r each al I vil1ag;es in a sub-district. This 

I I y rd t providing sustained support for new:lcr hampr ef f(r- at 

incom-tencerat i ng act i vi ties wIi ch c1 earl y needed fol low-up 

u.,:: teiri servicrs n-r several years. However in most cases the 

village selection process did riot significantly weaken the effort 

by PDF' to rrach tire rural poor. 
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While criteria for area 
selection were seldom explicitly
 

stated or publicly discussed 
 the selection of provinces,
 

districts, sub-districts and villages does not seem 
 to have 

adversely affected individual targeting. However, efforts to 
cover whole provinces, or- to expand rapidly into new districts, 

sub-dintricts or villages may have had a negative impact on 

sustainability and on beneficiary gains. 

TARGETING INDIVIDUAL BENEFICIARIES
 

PDP's direct impact sub-projects were aimed at the rural
 

poor. Poverty is relative and 
 two obvious questions in
 

benefic'ary selection are how 
do project managers determine who 

is poor and what other qualifications should beneficiaries be 

expected to rreet?' 

Were beneficiaries poor? The SRI household beneficiary 

survey attempts to answer that question in a number of ways. 
First of all, it uses a list of possessions and asks how many of 
them benieficiaries own. Secoindly, it asks how much pre-pr 'ct 
net profit beneficiaries were earning from sub-project activity 

before PDP sub-proj-ct assistance started. Finally, it asks
 

whether the bernef ici aries were involved in the sub-project 

activity before the sub-project began (e.g. was a farmer raising 
cattle befure a cattle fattening project began or was the family 

growing rice before a sub-project irrigated their field).
 

Responses to these questions were pulled together in a three-part 

composite index which SRI used to assess success at targeting the 

poor.
 

The SRI measure understates targeting achievement because it
 

counts as mis-targeted or doubtful 
all recipients who had been
 

carryirng out 
a project activity before the sub-project began.
 

This logic is correct if the sub-project was providing cattle.
 

Someone who owned a cow would not be poor in 
 most of Indonesia.
 

However, a farmer who grew rice on 
a small un-irrigated plot of
 

land and was a beneficiary of a share in a water-pump or access
 

to a small-,uale irrigation project would INCORRECTLY be counted 
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as too wealthy. to be part of PDP's target population because he
 

owned a miirutscule rain-fed plot which PDP allowed him 
to water. 

I third, the possession indicator alone is a better measure 

of pover ty. I It shows that only 12%. of beneficiaries owned 

el even rir ire nof a I i st of seventeen colisumer goods used by £RI 

to meaann rela weJl L. The liste ive starts with low prestige 

i teI I II e tnnttat(-e , rIattresse, and wooden clhairs and tables 

arid progresses t more prestigious goods I i :e bicycles, 

cset t , tl-i l on sets and motorcycl es. 3% of beneficiaries 

poecstj'd 7-lo of these i tems and 56% possesed six or less of
 

the re,.,'erneen items on the scale. The upper 12% could include 

soine pirple who do net ow.n a tv, motorcycle, sewing machine, or 

cass]et te Crecirder. Therefore one has to be careful about 

labelling even this 12% as clearly outside the target group. 

Hy oWn et imate -- based upon extensive reading of the 

literatnre on ru--al poverty and inequality in Indonesia-- is 

thatt it,,, SRI pnse scion index suggests that between 56% and 88% 

of F-DF hi- 'ne fI ci r IF-- are from the low-income group (bottom 50%) 

in their province. z 

Miilnt social science re-, archers familiar with rural 

Indonesia would argue that any government program approaching
 

that rate of success in targeting poor people should be counted
 

as successful . 

Wi'r f ot.ht-r e pliciL selecLi.jn critPria important? The SRI 

tir-,Pe,, ,'I (- -.tri-pr-oject Inan aq -r s and vi I alage heads that 

qttit i ()ri. Mihir f thIora '3()7. of project managers and village heads 

State(d that pr i or hene( iciary experience in the sub-project 

-Ati vit y an "-i II rrrni,'s t o be involved were factors in the 

se.l-ct Iiyi p r I ,,. Farticul rly, i n sma I I industry projects (in 

wh clh ,I I I (aIfr, vwere assi sted to begin or expand cottage 

I ii t hIIi;lh, it tP l Id have befen better still to calculate 
st.'Iiar ate i(ns'-' ,-, er i idr::es for ea:h province taking into account 
local patterns of weal ti ard cultural preferences. 

. For e>amplI., tle SP I sur vey shows that bene f i ci aries 
have aii average edncati onal level of 4. 1 years and 66% are 
litrr tr in the national language. These figures do not indicate 
above-av(er atle weal t. In 1980 the national average for 
entIrcat i .)ral attai niment was approximately 4.6 years and for 
I it racy was 717. 

http:selecLi.jn
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industry) experience seems to have been a more important
 

selection factor than poverty. Evidence on beneficiary gain and
 

sustainability indicates that this decision to give priority to
 

experience was justified. Gains and sustainability were both
 

greater when beneficiaries had prior experience. Also, a number
 

of POP sub-projects provided increased employment opportunities
 

and presumably increased incomes to many indirect beneficiaries.
 

Small industry and small scale irrigation project beneficiaries
 

were better off than recipients of assistance in other sectors
 

but their enterprises or increased agricultural production may
 

have improved the welfare of many villagers who were not direct 

PDPberefi ciari es. . Thi s indi rect .i mpact_deservesfurther study. 

THE BENEFICIARY SELECTION PROCESS
 

While success at targeting the rural poor has been high and
 

seems to have improved over time (the percentage of people with
 

eleven or more of the seventeen items on the SRI scale of
 

possessions declined from 12% in early project years to 9% in the
 

last years studied), there are two related weaknesses in the
 

process. The first is lack of clear, explicit -- locally derived
 

-- stanidards. The second is over-reliance on the village head
 

for selection.
 

In most provinces there seems to have been no effort to
 

establish verifiable criteria that would determine was
who 


eligible for PDP assistance and who was not. It was deemed
 

sufficient to state that POP beneficiaries should be poor and-­

in most cases -- that they should be potentially productive.
 

to that they should
(This generally seems to have been taken mean 


not be so poor that any assistance would be used to purchase food
 

for consumption.)
 

In the absence of clear criteria, BAPPEDA or dinas officials
 

responsible for sub-projects usually selectedeither 

beneficiaries from a list created by the village head or simply 

accepted the village head's list. 

over
 

allocation of development resources by village heads and other
 

lower level government and village officials to reward family and
 

There is considerable literature on the use of control 
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friends. It is. important therefore to note that we have no data
 

that suggests that opportunities for nepotism seriously
 

interfered with the flow of PDP assistance to the rural poor. It
 

may be that, given a large pool of relatively poor people, 

villaqe officials selected friends, neighbors and relatives who 

were also poor. But even this is only conjecture. The 

interesting point is that even in the absence of clear and 

precise guidelines, district and village officials largely met 

poverty-oriented targeting goals. 

However, improvement in the beneficiary selection process in 

FDP or other similar programs should not be difficult. Such a 

process might be improved in twn ways. First of all, provinces 

and districts should be allowed to draw up simple, verifiable 

criteria which identify the people they desire to assist. With 

the assistance of a competent rural sociologist or economic 

anthropologist, easily-usable target group identification lists 

could he created in a short timne. Local officials should have 

to defend those criteria to provincial and sometimes central 

goverrmnin-rt officials. 

S-cnridl y, where sub-projects require special skills or 

conditions, these should be stated. The decision to carry out 

"exceptional" sub-projects needs to be openly discussed and 

justified. Similarly, the Felection of beneficiaries who do not 

meIet pC]v(rty criteria needs to be weighed against other program 

goqaIs. Fu,r example, beneficiaries of small industry assistance 
prjets ,re usuailly comparatively well-off. The selection of 

smal 1 indnistr ies as a sub-project activity would need to be 

defended on the grounds that it would provide employment to other 

pourer vi I lagers. The i mnportant task is to identify clear, 

rational criteria for beneficiary and sub-project selection. 

rlIi rdl y, an ef fort shoul d be made to reach beyond the 

vi I lamqe head arId his network in the beneficiary selection 

process. This was done -- to an extent -- in Central Java and 

Nusa Temnggara Timuir by using a village committee of five, in the 

Such a process was developed by LGT-II -- a USAID­
sjpported program to train local government officials in regional 
planning techniques and has been taught to many district planning 
officials. However, it has not been used by PDP. 
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former case, and specially trained village 
 cadre in the latter
 
case. LKMD ---
 Village Community Resilience Institutes 
-- are
 
supposed 
to be involved in beneficiary selection 
but there is
 
little evidence that they frequently play an independent role or
 
speak for non-elite villagers.
 

InI Indonesi a, as el sewhere, 
 the greatest success 
at
 
inotivatiiig villagers 
to express their needs 
 and desires and to 
make de(:isi ons rather than wait for instructions from 
above has 
come through the use of NGOs. Moving beyond bureaucratic
 
der ir-,
i,)i-mra[- ing about who is poor, who is an appropriate
 
bereficiary, and -- most importantly -- what form of assistance 
will be provided, takes time and patient effort. PDP has in many 
places repached a level of participation where the rural 
poor do
 
feel thiot they have an interest in supporting what is ostensibly 
being d,ri for them. (AND IT SHOULD BE POINTED OUT THAT THIS 
IS
 
AN IMORTANT STEP FORWARD) 
 It has not, anywhere, it seems,
 
reached ' stage where 
willing and needy beneficiaries largely 
select themselves and participate in sub-project design. 
Beriefi :Iry selection has been successful. This additional 

effort in the s-lection process would further increase project 

benefit'; 3id sustainability. 

BENEFICIARY GAINS
 

FI)F' rf f(r L to increase the productivity and incom, of the
 
rural por eicountered a number 
of obstacles, environmental,
 
hurimar aId idrstLtnt ional. Before disicussing 
 the value of those
 
gains arid their significance for project beneficiaries it 
would
 
be tisefil to guickly review somre of those constraints.
 

FlDF operates in provinces, 
 districts, sub-districts and 
vi II ogec wi t II a hI gJh level of poverty. Of ten there are 
envirnfimrita l or physical elt-ments which underlie that poverty. 
Two (_rf PD!,'S pr\i ILces have I ong dry seasons and frequent 
droncghit. Five of the provinces suffer from poor communications 
whir h mal -s it diffictilt to supply government services, provide
 
projer:L inputs or markIet products. Some POP districts were
 
chosen because they are in flood-prone areas. In these areas 



33 
project gains can be wiped o.it by one natural disaster. 

Prt villagers often have low skill levels, low levels of 

literacy, little self-confidence, and little e-:per ience at
 

pl irrrig and mariagiiiq the applicaticon of agricultural inputs or 

the allocation of their own lahor. In a number of PDP provinces 

tihe pupopti on levellati densi ty is hi gh. The opportunities for 
firidirg economic activities that yield more than modest rates of 

returni for lahor are limited.
 

litTI itutiorially the 
local government agencies and provincial 

and district technical agencies (dinas) began with little program 

e.'perirnr:e and practically no e.-perience at creating or assessing 

product-ive opportunities for the poor. Frequently, in poor 

provinces and districts technical agencies are weak. Because the
 

local ecrnomy does not allow much opportunity to raise o'overnment 

revenle they tend to be starved for funds for personnel , travel 
e;:peos-, or enixipmenrt. It is also common for them to be staffed 

by lesr u.ell-eduicaterl and well-connected officials. More highly 

educated offi :ials are often able to arrange assignments in a 

more comrfortable arid less difficult setting. Finally, these 

i,,-tiLit ics are oper ating at a handicap iii poor regions because 
roads ar r3 bad or nori-e;'istent and t:hey I ack I arid or sea 

transprgr t . 

Dlpe-pite those cnnstrai rts benef i ci ary gai ns were 
stir pr'3 1oi I y large, though they varied considerably between 

pro/i r -se arid Arross sectogrs. The average annual real
 
(controll-ed for inflation) net glain for all 
 beneficiaries was Rp.
 

65,000. Ii: varied from Rp 31,00)0 in East Java to Rp 123,000 in
 
Snuth lal imantan and from Pp 79,000 in the food crops sector to 

Pp 178,110-u, in the small induistry sector." 

If the assurnption i s correct that most FDP benef iciaries 

have tint i-hol d prr capi ta e):perises and earniros of 6,i00 to 

Ii , Yu rtpiah per month (arid average hnuisethol d size is about 

f i vye) I lion this amounts to between I I and 18% real (not 

It should be pointed out that per beneficiary costs were 
hi gher iii provinces and sectors with higher rates of return. 
More data would be required for satisfactory provi ncial and 
sec toral comparisons of cost-beniefit ratios. 
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inflationary) annual increase in average household income!
 

We have no comparable data for changes in non-beneficiary
 

income over the same period. However the SRI survey did ask
 

beneficiaries, oon-beneficiaries and village heads how they 

thought beneficiaries' incomes had changed relative to non­

beneficiaries. 657 of beneficiaries, 72% of non-beneficiaries 

and 62% of village heads thought that beneficiaries incomes had
 

improved relative to non-beneficiaries. Only 17 of
 

beneficiaries, 5/ of non-beneficiaries and 1% of village heads
 

thought that beneficiary incomes had declined relative to non­

beneficiaries. This subjective data would seem to confirm the
 

conclusion that at least moderate and perhaps substantial gains
 

were made by most recipients of POP assistance.
 

VARIATION IN GAINS
 

It is important for future efforts in raising the incomes of 

the rural poor to understand what kinds of activities are 

successftil and what conditions make them successful. This 

section can only explore some of the more obvious conclusions 

about sectoral and environmental differences. One recommendation 

of this evaluation is that provincial and district project 

leaders and planning officials be asked to estimate beneficiary 

gains for their projects, to compare those subjective findings 

with beneficiary statements about their gains as stated in the 

SRI survey and to state why they think some sub-projects had 

higher gains for beneficiaries than others. The goal of this 

exercise would be a list of locally successful projects for 

possible emulation elsewhere and consideration of whether greater
 

beneficiary gain or some other possible goal (i.e. selection of
 

poorer participants) is more important locally and nationally.
 

One way to understand variation in net gain by sector is to 

compare sectors with either very high gains or no gains at all. 

(See Table 3-I below) Two sectors -- irrigation and small 

industry -- had high percentages of beneficiaries reporting gains 

of more than 60,000 rupiah. Three sectors -- fisheries, 

livestock and small industry -- reported high percentages of 

beneficiaries with no gains. 
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TABLE 3-1
 

AVERAGE ANNUAL NET GAIN BY SECTOR
 

% WITH X WITH
 
SECTOR ZERO 
 > 60,000 RUPIAH
 

EARNINGS EARNINGS
 

FISHERIES 
 40% 9%
 

LIVESTOCK 30% 24%
 

IRRIGATION* 
 7% 58%
 

SMALL INDUSTRY 31% 47%
 

FOOD CROPS 14% 
 19%
 

ESTATE CROPS 
 17% 22%
 

PROJECT AVE-
 23% 24%
 

* Small-scale irrigation and water pump projects. 

The data suggests that irrigation and small industry
 

were more likely to generate high rather than low or zero
 

profits. Livestock and fisheries 
projects generated a higher
 

failure rate although fisheries sub-projects were much more prone
 

to generate zero income. Small industry combined a 
 higher than
 

average failure rate with a 
 high percentage of beneficiaries
 

repurting a very high rate of returns.
 

One way to examine comparative gain is to eliminate
 

from our comparison those who reported 
no gain and only report
 

the average gain by those who reported a profit from the sub­

project. (See Table 3-2 below)
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TABLE 3-2
 

AVERAGE ANNUAL NET GAIN
 

(MYTHOSE REPORTING A PROFIT)
 

SECTOR (RUPIAH)
 

FOOD CROPS 45,000
 

ESIATE CROPS 55,000
 

LIVESTOCK 89,000
 

FISHERIES 72,000
 

IRRIGATION 108,000
 

SMALL INDUSTRY 258,000
 

PROJECT AVERAGE 64,000
 

As can be seen in Table 3-2 the small industry sector has an 

average gain by those reporting a profit nearly three times the 

pru-ec average. Irrigation arid livestock both have average 

q, ins by those reporting a profit slightly above the project 

fhi-re srems to be good grounds for concludi rg that small 

irJtitrv was SucceSsful at inrreasing beneficiary gainc; despite 

it- rat hi-r higln rate of business failure. Irrigation rendered an 

abo,)v tvrage gain with a relatively low failure rate. Livesock 

falaqel i a si i ght] y above average rate for those farmers who 

reported a retirn. However, it also had an above average failure 

rate. Fisheries reported below average gains even for the 61.7. of 

beniefifKiiries who managed to male a gain- It also had the 

highes't fai 1ure (zero gain) rate (40.) of any project activity. 

Fisheries is clearly the most dubious sector for project 

achievement. It combines a low rate of targeting success, with a 

high failure rate and a low average gain rate even if we exclude 
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those who made no gain., However, one should note that fish
 

ponds did better than sea fisheries sub-projects, especially in
 

provinces with substantial water resources, like West Java. The
 

food and estate crops sectors reported a relatively low rate of
 

gain by gainers but had a failure (zero gain) rate well below the 

project average. The estate crops sector may report a greater
 

gain in the long term because almost all tree crops take several 

years to reach a high yield. 

Why did some sectors have higher rate of return to 

beneficiaries than others? Why did some sectors have high rates 

of beneficiaries reporting zero gain?
 

A definitive answer to those questions would require data 

that is riot yet available and analysis that is not possible in 

this project evaluation report. This evaluation recommends an
 

effort to systematically analyze why some sub-projects had high
 

rates of average gains and why others (and sometimes the same
 

types of sub-projects) had high rates of beneficiaries reporting 

zero gain. 

Some c. -s about variations in gains are available from 

existing d5La And they are interesting in thinkirg about which 

project goals should have priority. Both small industries and 

irrigation -- the two sectors with well above average gains-­

hiad high rates of beneficiaries reported to be as well off or 

better off than their fellow villaqers. Partly, this is because 

machires anid cement -- of ter the principal inputs in these 

sectors, do not die before or just after they are delivered, 

while the high mortality of seedlings, fish and livestock cause a 

lot of beneficiary failures. 

It shou Id also be noted that data from elsewhere in the 

Third World suggests that it is more difficult to find project 

activities which raise the incomes of poor people than it is to 

raise the inccmes of somewhat better off people. It may well be 

that there is a tradfe-off between targeting success and the 

I. Drily 17% of fisheries project beneficiaries reported no 
problems with their project activity. 26% reported water supply 
was a problem and 307 reported that their fish died. 

=. SRI Survey, page 59. The report was by village heads. 
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amount of gains generated. Both this sectoral and other data 

suggests that project activities which targeted poorer people 

tended to produce lower -- though still substantial -- levels of 

economic gain. Donor and Indonesian government officials may 

have to decide whether maximizing economic berefits or maximizing 

success at reaching the rural poor should tak priority. 

Ariother interesting conclusion is that beneficiaries who 

were given project assistance to continue an activity reported a
 

greaLer a.'raJe gain and a lower fa.lure (z,'ro gain) rate than 

those w.ho wiere given assistance to initiate a new activity. (See 

Tabe 7--.) Both irr gaLion and sma II industry had a large 

percent 04e of berieficiaries who had experience in the income­

earnifIi Lc-tivity before receiving project assistance. Irrigation 

or via tr project beneficiaries had experience growing crops 

(usual I y r- ice) but noLJ had better water control and increased 

their yields. Small Industry beneficiaries usually had business 

exper i iicte and recei ved additional capital and/or training in 

prodtirtiri or iriarketing and frequently reported large increases 

in i n tine. 
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TABLE 3-3
 

AVERAGE ANNUAL NET GAIN
 

GAIN BEGINNING A NEW ACTIVITY CONTINUING ACTIVITY
 

ZERO 267 
 18%
 

> 60,000 RUPIAH 22% 25%
 

AVE. GAIN 56,000 RUPIAH 80,000 RUPIAH
 

AVE. GAIN
 
BY THOSE REPORTING 76,000 RUPIAH 98,000 RUPIAH
 
A PROFIT ONLY
 

Provincial variation in gains also reveals some interesting
 

conclusions. Greatest average gains by those reporting a profit
 

were in the three wealthiest PDP provinces: Aceh, Denglkulu and 

Kalimantan Selatan. (Aceh also had a much higher than average 

failure rato. 51% of PDP beneficiaries there reported no gain, 

compared to a 2=/ avferage for the project. ) It may be that in 

these better-of f, less densely p0)pulated provinces it is often 

easier to firid soh-project acti/ti es that can greatly increase 

the incomes of poor people. 

Provincial averale gain was less in the less wel l-off 

provinices although in Nusa Tenggara Barat and Nusa Tenggara Timur 

it was above the project average. It is important to remember 

that in the poorer POP provinces a smaller absolute gain in 

income provides a greater real gain in buying power for the rural 

poor than it would in the three better-off provinces. This is so 

because food, transport and most other costs are higher in the
 

better-off less densely populated islands. 
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SUSTAINABLE GAINS
 

One project goal is sustained increases in the productivity
 

and income of the rural poor. It is hoped that long after the
 

project funding is terminated beneficiaries will go on increasing
 

their income. It is not possible at this early stage to be
 

certain about whether beneficiaries will contirnue to benefit from
 

income-generating activities supported or introduced by PDP. It 

is only possible to anticipate sustainability. These assumptions
 

and projections should be tested by field investigations two or
 

three years after project support has ceased.
 

T. -SRI survey used a'-:composite- of-.three* measures to 

conservatively estimate the likelihood that beneficiaries will be
 

able to sustain economic activity made possible by PDP sub­

projects. One test of sustainability is to.ask beneficiaries
 

whether they are continuing to carry out the ?roject activity.
 

When asked this question 24% of beneficiaries reported that they 

had stopped the activity. 7% of all beneficiaries stopped
 

immediatel ) upon' receipt of the assistance and 17 % had stopped 

after some time. 76% were continuing or had recently begun the
 

actl vit:y. 

A second test of sustainability is net gain. One assumes
 

that thus(- malting a high net gain will continue an activity while
 

those making a low gain or no gain at all are likely to stop.
 

The question, of course, is what should be the cut-off points.
 

How much of a net gain is likely to ensure continued beneficiary
 

interest in continuing an activity? SRI concluded that Rp.
 

100,000 was high and was likely to ensure sustainability and that
 

less than Rp. 30,000!was low and made sustainability doubtful.3
 

64% of beneficiaries reported annual real earnings in excess of
 

Rp. 30,000.
 

A more useful figure would be weighted for the average
 

income and/or cost of livingin each province. 30,000 rupiah per
 

year represented a small increase in income in some provinces and
 

a much more substantial one in others.
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A third test was to ask beneficiaries if they expected to
 

activity after project assistance stopped. Only 1%

continue the 


had not already stopped) suggested that they
of recipients (who 

planrel d to stop. 

the three 	 tests was that 30% of

R I's cocnclusion usinlg 


are

beneficiaries wil I not continue tle activity and another 24% 

of doubtful sustairii bility. This leaves 46% 	as very likely 

percentage of
sustainab le. Conclusive estimates of the 

their income-earning activitybenefici.tries likely to sustain 

the percentage of 
reqU 1r f--s some basis for esti mati ng 

sustainability who will continue thebeneficiaries of doubtful 

project.
 

reliable estimate.
There is not enough firm data to make a 

there are some useful pieces of the puzzle. 6% of
However 

berefiia-ries -- classified as doubtful -- had just started the 

a large percentage of beneficiaries in the doubtful
activity ard 


are in the estate crop sector where gainssustairnbility category 

may tAle severl years to ocCu1r. It is also important to note 

s-howed a dc I ine in the percentage ofthat thfe 5 F,! srvey 

es str the a c t i vi t y from 17%. in the first
hbnef i ir rr wloIIpprd 

the middle years assessed, to 2% 
years Of th roj1( t to 10% in 

Ieads to a very rough estimatein Lhcr 1,st yea)rs stu Ided . This 


Uo the mdouLiht f(mls vull prove sustainable.
that tli t half 

These figures yield an estimate of sustainability for sub­

year sub­projo-t benificiaries of 1984-85 or earlier budget 

projer:t , of 58%. However, the improved figures for the 1983-85 

budget years are undrer-represented and later years are not 

at: al I - Ore might project a figure on the order of 

for the life of 

reprieseitod 

70 to 80% for later project years and 65 to 757 


the proj (ct.
 

H w shuld IIone assess this level of achievement? 
 PDP was
 

. If i t had 1 imi ted i tsel f to proven
meart: to beF e-xper- i mrnt- l 

and greater 	rates
 act ivi t mr-s 	 Mrd "!se" recipients higher gains 

been Iikely. Given the experimentalof su-tain bi Ii ty wolI have 

and prospects for sustaining themrnaitire of the program gairis 

seem t[) he si gnificant. 
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FACTORS AFFECTING SUSTAINABILITY
 

It should he noted that immediate cessation of a sub-project
 

activity or cpso.ation after time -- while PDP was still active in
 

the area -- accouints for 907 of anticipated unsustai nabl e 

heineficiary qairi-. Immediate cLessationr accotints for about 227 of 

antici paterd tirsm -ti nabio bro ef i ci ary activity. liis toild ;eem 

to indicatce that iel octiorl of sub-projects or implementation by 

gov(-rnmenr t anCeric i es i- a gr-at er probe I m tharl selection of 

hornitfic:i,arif-- or wi li riyierss of be mlifi ci ar i es to porsever-e with 

the activity. 

,lhi - cnir i im that iinmti tlitournal rather than h nef-ficiary 

per formarmce in tle crucial variable ini explaining lack of 

sus ta i rab i I i t y i suippor-ted by the evidrticr that thf cmSm tior 

rate fell frn)m 177. in (-,arly projpcet activitiem tnJ 27. in the last 

years ,tnILI i Pd. Er Iy int i tut i onaI prnhl oms incluIded budget 

dcl yH c c on t seanin I vFry crf se-dl iuigs and vitalwihic nuqed rnf rio Ii 

irnptit-, a%-, l I a tlne chr l i vrry c)f df,-id and irin'. ed arimals and 

se-'ll i rnr . Lacl of avai IhiI ity of Ier-e mary inptjt (hybrid 

f(,r, li ,r ruticrinp-,, arid larl: nf inari-ots alsofor i mr;, tc_ . 

ronrir i tiit (,l t () heifo, IC1 ary fa1 lures. Ovrr tim_ I ocal diinas arid 

nOPF'EDA () t het t ier and hI-I i w rinq apprcipr i ate pacl:aqes and 

sor vl mtn aid r i()r)silri rrg fect)rnmii c a id t eclmi cal constraints. As 

I nInVt- if It II n I ) r (fr-nreaMC(-improved the berief ic iary cessati on rate 

dr ,amat.it:i aI I y dec1 I rt-d. Mir o Viiii 1 be sa i d about changing 

ir ti tut i _rial c,-iraci ty i rm the following chapter. 



CHAPTER FOUR
 

PDP'S IMPACT ON LOCAL INSTITUTIONS:
 

BUILDING INSTITUTIONAL CAPACITY
 

This chapter examines the impact of PDF on the provincial
 

and district institutions it was intended to as5ist. It focuses
 

on the forging of local institutional capacity to plan and manage
 

rural development that benefits the rural poor. Its coverage is
 

neesrl rod._.fe a-akruddiscuission~ of whatz 

constitutes institutional capacity, pre-existing constraints to 

local institutional performance and the resources which PDP could 

bring tc, bear on those problems the chapter presents key 

indicators of increased local rural development planning and 

managemE-n t capacity. 

TIes,) indir.ators include improved performance (measured by 

success at project beneficiary goals over time) , increased 

capacity fur decentralization (indicated by quantity and quality 

of organizational resources, organizational reputation arid 

changiflg local absorption of project resource--), institutional 

learning (demonstrated by changing institutional practices), and 

insti tutional irnnovation (marked by system-hti ildina charnges 

designed to overcome institutional- weakness or by novel 

" approaclr-'s to meeting community needs.) 

Discussion of PDP's anticipated sustained insti tutional 

impact -- the institutionalization of news activities and improved 

levels of performance brought about by PDP and of spread effect
 

(the dissemination of PDP practices and programs beyond project
 

boundaries) will be found in chapter five.
 

WHAT IS INSTITUTIONAL CAPACITY?
 

Despite a considerable literature on the topic -- some of 

the best done as part of studies of PDP -- institutional capacity 

http:rod._.fe
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remains a rather nebulous concept'. The problem is that
 

institutional capacity consists of three elements: resources,
 

structure and behavior. While it is often possible to measure
 

organizational resources -- to count how many personal computers,
 

vehicles or typists an organization possesses. It is not so easy
 

to quantify or precisely assess skills, structures or behavior.
 

We can inventory how many people have done planning courses or
 

obtained university degrees, but we can not easily count or
 

compare levels of planning skills or local knowledge.
 

Most experts would agree that an organization's structure-­

its personnel system and incentive system -- are key ingredients 

in determining its "productivity". However, few would agree on 

what-constitutes .an - aideal-structurefor attainng-aparticular-...
 

set of development goals. And few governments find it easy to
 

drastically modify bureaucratic structures to promote goal
 

achievement. Behavior is perhaps the most curious element of
 

institutional capacity. It is through an institution's behavior
 

(over time) that it demonstrates its real capability. However,
 

more effective organizational behavior is not simply a product of
 

increased resources and improved structure. Organizational
 

behavior is an accumulation of inter-personal relations that may
 

reflect changing self- and organizational-images and changing
 

community attitudes and expectations as much as it does
 

organizational resources or structure. Short term successes or
 

failures in improving organizational performance may also hinge
 

on key individuals who can overcome institutional barriers or who
 

can ef4ectively block goal achievement. The result may be that 

at any particular time there is a poor correspondence between 

institutional behavior and capacity. 

Still, institutional performance is the best measure we have
 

of capacity and it is fortunate that in the PDP case we have some
 

evidence for assessing the success of PDP institutions in
 

achieving project goals. PDP's intent was to make local planning
 

boards and local goyernment agencies more capable of planning,
 

implementing, monitoring, evaluating and modifying activities
 

that would raise the productivity and incomes of the rural poor.
 

'. Honadle 1979, 1985; Van Sant et al 1983. 
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There is data on institutional success at targeting the poor, at
 

implementing sub-projects that provided gains to the local poor
 

and at providing opportunities for sustained gains by rural poor..
 

beneficiaries. There is some eviden:e for change over time in 

each of those three variables. There is also data comparing 

direct project costs to direct project benefits. Beneficiary 

impact data provides some basis for grounding conclusions made 

from more indirect evidence about growth in institutional 

capaci ty. 

INSTITUTIONAL CONSTRAINTS AND RURAL DEVELOPMENT
 

-.Ltseems., useful.to ,begin .,a.- discussion -of institutional 

capacity-building by asking, firstly, what was institutional V. 

capacity like when POP was introduced and, secondl y, what 

resources could the prolect provide to overcome institutional 

constraints7 

These questions should focus on district level planning
 

boards and district government agencies because that is the level
 

at which most of PP's activity has talfen place.- Institutional
 

constraints applying to provincial development boards and
 

sectoral agencies and Bangda (the Regional Development
 

Directorate-General of the 1-ome Affairs Department) will be
 

considered only briefly.
 

It should be noted that regional (provincial and district) 

planning boards which were assigned a major co-ordinating role in, 

PDP were new institutions. Provincial planning boards were 

formally established in 1974 and district planning boards in 

198). After that date district governments b'agan recruiting 

staff establishing offices, providinrg equipment and 

establishing the role of these agencies. The pace of growsth-­

in resources and responsibilities -- of these planni ng boards 

varied qreatly from province to province and from district to 

. Except for Central Java which has organized most project
 

activity at the sub-district level.
 

=. WeWst Java and some other provinces had initiated
 

District Planning Boards in the mid-1970s.
 

http:useful.to
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district. It depended on the enthusiasm of the governor or
 

district head for development planning, local funding and the 

availability of qualified personnel.-


PDF placed a heavy administrative burden (meeting GUI and
 

US[D reportinig recliirefrents as well as development planning and 

mar- agrmerit r o [lfrribi I i t is ) on rew , tinder--staffed and under-

eqL.i pp.d inst i t uti ons whose role iri co-orili nat i ng local' 

development was, usual 1y undPfined arid of ten poorly understood. A 

typical di striLt p1annirig board in the first years of FDP had one 

or two aricient i typewriters, no filing cabinets, cramped office 

space anrid ilnad-?fquate furnitore. For travel to project sites or 

provirnicial officzLos it frPUrritl 1y had to ask another section of 

local governmPnt for a vehicle. Furthermnre, it! staff often 

I acePd the ski I Is needed to complete or evaluate GOI project 

proposr-i I5, conduct pl anning activities or report findings. 

Fi nIal I y, di strict heads ard local heads of sectoral agency
 

if f icecs of Lefr did not understand the planning board's function 

'1id0 Ltt fet or-(- fIcri I (il to r-espord to its request for information, 

f uri, ; r cor-- iipera t on . 

Wii I r rii sr ilIp |1ann irig hoavrds were 5opposo'] to oversee and 

cO-ordilJnate ;D-F r ir al development activities, local technical 

agfriciw s jr hr ville- of crlra1 arid provi rci al departments were 

e::prr:t d Lo l)]In Irrt srib--projects (in addi tion to theiri fil PDP 

inr tial r ,iiiqt#- ofof setlor pr-rtjfcts) and provide local planning 

aq.rIF r-,-wl h tf- tctrhiricl ski 1 1 s they lacked. Most of these 

tchiiri ciI aqrfrir i -, hadl Ii I-t. e or no eL:peririce in planning and 

inanag Irrl( r incA I devFl (irntent: projects. They also had few staff 

wi thit ,chrli l op::per t: ,os arid sh ortages of admi nistrative skills 

and cnu i im t . 

P[P titus hnf'ari its efforcs to hring about rural development 

tIat wolId I f)(u.if iti dirct ty the rural poor under difficult 

Ocross Iriidr-rs i a di trict planning boards remain under­
sLalffed, oflteri with half or l ess: of their authorized staffing 
level anid with threrr or fewer tertiary-trained officials. In PDP 
arid othier prrtvirices where irittograted rural development programs 
are operatiig planinnrig boards have generally acquired more staff 
and more tertiary Pnhicatfod officials. 
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conditions. The program relied heavily on relatively new
 

District level institutions with little experience in development
 

or in work ing with the rural poor and wi th few resources or 

techrni cal ski 1 1 s. It was hoped that traininig, development 

planniiig and management e:.perience and technical assistance could 

overcome those obstacles. 

tt tile provi rici al level constrain ts were slightly less 

sever r. Provincial pl anning boards were estabI i shed a few years 

earlI ,r arid n had time to develop skills and establish relations 

wi th ntiir- agencies. They also found it easier to recruit more 

quali icd staff because they were located in provincial capitals. 

Frequcrit t y they came to rely on the provincial university as a 

soitrce nf{ additional talent and information. Many, but by no 

meiifiatr.. I , pruviiicial technical agencies (dirnas) and branches of 

centr-,lI government departments (kanwil) controlled considerable 

financial and human resources. A majority also had some 

tectriical capabi li ties and project management ex'perience. 

HoIwever, few had ex:perience at smali-scale projects intended to 

directly benefit the rural poor. 

At the nlatiornal level PDP was intended to make the central 

goverrfirii t more capable of promoting and supporting local 

develipmlmmi. I ri ti ally F'DP was implemented by PUOD (the 

Di retr ( e 3er ral for Regiorial Autoniomy and Administration) of 

the [) ,imr timi nt. of -ume (ffairs."- Here too PDr was work ing with a 

new r I I trtinn with little or no project management experience. 

lh(iife A F,cmir :, t i dm-liir t menrt iri which PUOD and BANGDA are located 

had -- for decades --- been pri mari 1y concerned with 

arlmi ri i -:rot i ()i allrm i riterial securi ty. The interest in rural 

deve oirme rt ]y estab] ishnent DANGDA was notb::pr-nene.ithe of 

immec'd i Im ly matchIed by an Understanding of what was best done by 

the entr-l goverrrrnent and what was best left to the provinces 

and dic-trictz. It would take time to establish a development 

p latiiml, mais-ie-ent and evaluation system. 

In 19LAI thu directorate within PUDD responsible for the 

admi istration of POP became a Directorate-General, PANGDA (the 
Directorate-Gv-neral for Regional Development of the Home Affairs
 
Departirment). Responsibility for implementing PDP was transferred
 
to the new Directorate-General. 
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At every level co-ordination was 
 likely to be a problem.
 

Planning boards were new institutions responsible to BANGDA and
 

also to the national planning board (BAPPENAS) which is an
 
independent 
 statutory agency. Indonesian sectoral agencies no
 

less (3nd probably no more) than techni cal agencies in other 

countries were inclined to jealously guard control over their 

work area. They often viewed provincial and district planning 

boards as trespassers operating outside their 
area of expertise.
 

In early years the 
 lack of technical skills, especially in
 

district planning agencies, helped to confirm this view.
 

PROJECT RESOURCES
 

Ranged against that formidable array of constraints and
 

institutional problems POP had 
a limited arsenal of resources for
 

bringing about institutional ch.-ge. The project provided funds
 

which could be used to purchase various institutional resources, 

techriical assistance which could be used to transfer ideas and 

skills, to local institutions, and an institutional incentive 

system (disbursement and reimbursement) which could be used to
 

reward institutional innovation and 
improved performance. 

GOI and U;S(ID funds made experimentation and institutional 

learning possible. Without those funds and without some trial 

arid error local institutiorns could not have gained the rural
 

devel opmertL planning and management experience that was an
 

L sential part of building institutional capacity. Project funds
 

also paid for office equipment and vehicles that local 
planning
 

offices arid local dinas needed to 
 achieve project goals. Those 

ftunds were also used to provide incentive payments to staff for 

additional project responsibilities. Finally, funds were used 

for training activi ties and or co-ordination meetings that
 

allowed project staff to acquire skills and experience expected
 

The impact of the incentive system on prospects for
 
sustained gains in institutional performance is discussed further
 
in the following chapter.
 



to Iean to increases in insti tutional capaci y.-I 

echnical assistance provided local insti ttitions tit ideas1.!i 


for xrniovitive sub-projects arid support for ar-qui rrigc p I EIMi flu 

and manwagement ski I s as wFe]1 as plannirig, moi torinl tind sysLtcc­

bu i ldinig techniques. They also provi ded on-goi ,'i : and ititel ie 
practic ila, ont e-job training. Most impotant_, _al tqey so 

fLnctioned as a Source of informal commuiiications bet"E,(n rvqi c1 

nd b vwen the center and the provinces.- ". 

v s I Sihe GOI disbursement and USAID reicmbursenent z em coyld 

hiavie bee) Used more effectively as 'n incent i.e sys.en to 

encoLrage improvemyent in institutional perfnrmance. "Ihis was not 

well clne. There was n Ii n1..age betrieen , ei mbUrseinent 

performance and subsequent funding. ' Still, the r e imnbursement 
moni tor'ing, - i, 

consul tants, .nd USAID staff fvisited completed pro j cs - did 

provide opportuni ties for local.insti tu nions to consi der proietI , 

goals alid eval uate their own institutional performance i m pur--,tit 

of tho!.e goals. 

IMPROVED INSTI TUTIONAL PERFORMANCE
 

I tsbituti onaJ per formarce ou lI i tict ofis sures I(at.oIr 

iristi tuti onal capacity. Whi le at any one Lime ac i ttition's 

perfornirice may suaon.t more or less capacity than an ccst.i1l.2on 

actual 1y possesses in the lonIg run we e::;ect i . tittI iona,.1 

performaiL - to appr c):: imaLe capaci ty. Jndivi da achi. emenl or 

obstruccLion, local economic or etvi rcccm. .ilr:al prrobl Ii, , r cveen 

the showrt: term appl iration rf funds or te:lrii cal Iss Lac,,:1? Iria, 

tempora-ri I y aFfect performance but in the I on run i 1id dual and 

special {actors are I i kel y to bal aice eat Ic other out. Thi-- is 

espec:i at y the ca-r? ich en a project operates with so mall% Jcii .ccetc 

and li : .til. IUC:oaI uni l:s. 

'7. The i itiptct of training is aj 'c' cJiscauscfd ini the 
following chapter-. 

'The imrportarict? of technical uceassist., or 

sustainabi Ii ty will be discussed in the folloing chap.. 

". This is discu.issed in Chapter 5. 
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FDP-assisted institutions have a wider range of objectives
 

than the pursuit of project goals. However, the achievement of
 

project goals and improvements in the rate of achievement over
 

time are good indicators that an institution has become more
 

capable. The SRI survey of beneficiary households provides some
 

useful data about changing institutional impact between early
 

project years (1978-01) and recent project years. (19e3-e5).1-


TABLE 4-1
 

CHANGES IN INSTITUTIONAL PERFORMANCE
 

ACHIEVEMENT OF PROJECT GOALS OVER TIME
 

GOAL 1978-81 1983-85
 

SUCCESS AT TARGETING
 
THE RURAL POOR 65% 82%
 

AVERAGE ANNUAL NET GAIN
 
(BY BENEFICIARIES)"'
 

LOW = less than
 
Rp. 20,000 64% 37%
 

HIGH = more than
 
Rp. 60,000 16% 30%
 

BENEFICIARIES ABLE TO
 
SUSTAIN GAINS AFTER
 
PROJECT SUPPORT STOPS'= 56% 89%
 

1o. These are GOI budget years. Actual implementation
 

frequently occurred 12 months or more after the beginning of the
 

budget year. There is the most recent project data available.
 

11. These figures have been deflated for inflation and
 

represent real net gains in income.
 

11. This figure is obtained by excluding all beneficiaries
 

who had stopped project supported activity immediately upon
 

delivery of project assistance or who had ceased at some later
 

time as well as all beneficiaries who expected to stop.
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r roject success at targetirnq the r ur al poor (as iieL-r rit by 

thr-ee indices of poverty) improved from 657 in ear ly pro iecL 

years to R27% in recent years. Over-agE annual net Tiain by 

reci pi erLs cf project assist ani:e al so iI_ r'eas-d. rThric~ strowinq a 

gain of Rp. 20,000 or- lessl' d(-cI ired TroI 61*. to Z7%. 

Drlef i Iar i u- r-eporting a r a in of ,p. 60,o00' or irir, ricr eased 

from i 6% to 70"1. Projected sustai nab i I i t , of Ibric f i -i ar N qa ir 

a- an i mpr oven. 44% of benef i ci aries in ear 1 y pru iec t ,.ears 

ei ther had ceaaovd the productive activity made possi bIe h the 

pr oject. or epxIpected to do so. Only 11% (f recipient=_ of project 

assi st arice ir more recent yf.ars had stopped their- proiject-.retaLed 

ecorioriii 	 activity or- e::pectued to stop. Pro icrctefd SLISt:aiinabi I i ty 

i nprovo:d 	 fr oin 56. to ?7 .. 

hm-s_ fi i qtir-r'- demonstrat e groiing success by F'DP target 

ifns:i tltions in achieving project goal I. rhe Ir survey 

i rd i -I frri a rnmbeir- o F r-easor for- th cr-crat: i Lil of pro ject 

-At: t i i 1. h y be-f i ci ar-i es - Major v-acsrun for -fl I tir-e incitI ded 

cr riri fIi lire or i vest ori- deathi, late r- - ease nf budiet , 

shrr-tage7 of dii -- pfer-nonnel , rinavai labi I ity o.' iiptilt-, delivery 

e
of t rifrr t - ii vic. 0 ,i th onS season I ac k r I flar I- etc ! na nir hi tate 

brr, f I r i arv tra1 ni rig , and ep r npr i At i in 1 f t t cir b.vby f i e 

,11 ai cr)ncrr-ned. Itpr- i IIIII -cy 	 (A1 of tht -e ,I, , ,r s wilier­

i or oi,--d i n s t i t:n1t i onal skills arid rp-o otir r-es ari rii i ripr uvd 

at Li trifh, the very ptiblic 	 coil h(- e::prec fedtobward d-li of -ervices r7 it 

-to I ,,v a prmi t i ve impact. The delr-I i li irn th'' iti'irhf-tr of 

nr tcicc MITiIfshni sITopped an ar-.ti \,i ty i mmrii at. y fr-rir In t iii the 

I97Rfl I li)er-ind t 1- 7". in Ite I'8-85 per-intld is lso a I r r:-t- ior 

tit F F' 	 i r ti Ltit i Ir1 - becomi rig mnr-e capab e. I seems 
fr < ! J ri hor a11 ityal unr-c! c -ta t hat berie f i c-i aries w -o p eri activ 

Iiriniatnel y dii sn beause tihe i rsti oUt:pedr artic arnedLi had 

I](- ive, Io! inffrir r or inappr-ripr-iate sf.t n 1 
or r: t-er Lhf ,ir- rung 

beri- f i I_ i iry. 

As I hr1Ve -ated , insLituti nnal capaci tv I- di I fi cul t 

to ref i ne arid hard(er- to measure. Project--roI ated i-f-r I onrmance 

i . Thi n iTicludIes those who made no gairn or repor ted a loss. 

14. For exarplp, dead, sick or- inferti le animals and dead 

or low yielding seeds or seedlings. 
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data indicates significant imprrvement in results. Without that 

data iI wot.!d be impossible to make any conclusive statements 

about. changes in institutional rapacity.' Other more indirect 

evidence will be needed to determine in what ways institutions 

have become more capable. 

INCREASED LOCAL RESOURCES AND RESPONSIBILITIES
 

If F'DF' is mreant to make local government more capable of 

rural development planning and management we need to look for 

signs that funds, resources, skillc. and responsibilities have 

f I owed to local p anti inq boards, district and sub-district 

governenit and di nas. If we can demonstrate that the devolutiOn 

of resour ces and aut iori ty to local government has occurred 

without a decl irne in the rate of achievement of project goals 

then decentral ization has been successful and a case can be made 

for further steps in that direction. 

Iherc, are a number of indicators of decentralization of 

project (and other) resources and responsibilities to local 

goverrilmi . Some are objective and some subjective. First, we 

can d, cerver whether the share of project funds controlled by 

di sLr i L (arid ir one case 1ower 1evel ) governments has increased 

over Lime. Secondly, we can ascertain whether project-assisted 

I oca i TI,.ernmeit have gained organizational resources 

(uqo lie , pe-r-7oniFe , and skills). Thirdly, we can assess 

charqi, in itis Li LuLional antd professional atti tudes toward 

prt) , ii ted provilncial and local planning boards and 

gCr)/.1 rem11.it iqteric e. We worit L o know whether these local 

inst i i inns are s~een by those they work with both in the region 

and -t higher levels as increasingly competent. 

Fr o j-ct mariagemncnt did tend to devolve from provincial to 

disLr it 1 evel, hic3s can be demonstrated in two ways: the rising 

managed at or below the districts-hare -) f total FDP :poidi ng 

IcIfe! afid the risirig share of direct beneficiary sub-projects 

the district level. The first indicator includesadministered at 

in. Whether those gains are likely to be sustained is a 

cruci,,l (Itiestion. It is discussed in the following chapter. 
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credit, training, administration and evaluation activities, many
 

of which are more efficiently managed in the provincial capital. 

As Table 4-2 shows, the share of PDP funds administered at or 

below the district- level increased in) five provinces arid 

decreased in three provi es betwfeen the first and last periods 

of projec:t activity meastred. However, the average increase in 

the five provinces was 27%, while the average decline in the 

other three provinces was 7/ The provitrcial average in the 

1978/9-1982/Y period was 64.2%. In the 198/4-1936/7 period it 

was 74. 7X. 

lable 4--- shows the share of PI)P direct-beneficiary projects 

adrii ni stererd at or bel ow the di strict level. Si.: provinces 

increased their share of funds managed at the district level 

wh i I the other two declined less than I/. The average for the 

1978/9-1792/3 perioid was 78.47. In the 1983/14-1986/7 period it 

was 90. 1%. In the latter period five provinces had more than 90% 

of their direct beneficiary sub-projects administered at or below 

tthr di it r i 7t I vtl ard ty o West Java auci_ South ILal imarltan -- had 

100%. 

Ini one prrovince, West Nusa Tenggara, the share of project 

furdinc managed by district level agencies increased from 34.7% 

in 1780-81, to 5.7% in 1983-84 and to 76.0% in 19R6--87. fhis 

iucrease in thie share of project funds managed at the district 

lervel is reunarl:ah lr' becatt-,e the provirce allowed district managed 

f unLds to grnw to .5 times its 1980 level by 1986 while 

provi 1ially admiriist erfed it nds were reduced by almost 50%1. his 

decentralization of management indicates growing confidence in 

lowper level irisLitutio!al capability." 

'c. Though central and donor pressure for devolution of 

financial management was also a factor. 
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TABLE 4-2
 

PERCENTAGE OF ALL PDP SUB-PROJECTS
 

ADMINISTERED AT OR BELOW DISTRICT LEVEL
 

1978/9 - 1982/3 1983/4 - 1986/7
 

45.7 X ACEH 85.4 % 

51. 7 % BENGKULU 65.3 X 

87.2 % W. JAVA 84.9 %
 

62. X C. JAVA 76.5 X 

87.7 % E. JAVA 79.8 % 

79.8 Z S. KALIMANTAN 66.4 X 

45.7 % W. NUSA TENGGARA 64.9 % 

51.1 Z. E. NUSA TENGGARA 75. o % 

64.2 % PROVINCIAL AVERAGE 74.7 X
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TABLE 4-3
 

PERCENTAGE OF ALL DIRECT BENEFICIARY
 

SUB-PROJECTS ADMINISTERED AT OR BELOW THE DISTRICT LEVEL
 

1978/9 - 1982/3 1983/4 - 1986/7 

79.9 % ACEH 79.3 % 

70.2 % BENGKULU 91.7 % 

90.1 % W. JAVA 100.0 % 

82.4 % C. JAVA 96.1 % 

96.0 % E. JAVA 95.7 % 

88.7 % S. KALIMANTAN 100.0 % 

52.o'% W. NUSA TENGGARA 77.5 % 

57.1 % E. NUSA TENGGARn 75.0 % 

78.4 % PROVINCIAL AVERAGE 89.4 % 
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As Table 
4-1, earlier in this chapter, indicates this
 
decentralization of management occurred 
 at the same time that
 

targeting success increased from 
65% to 02%, beneficiaries with
 

an annual 
net gain in excess of Rp. 60,000 increased from 16% to
 

30% and the percentage of beneficiaries with a gain of les-,than
 

Rp. 20,000 declined from 
 64% to 37%. In the same period, th
 
number of beneficiaries who seemed likely to sustain their gains
 

after the project ceased, increased from 56% to 89% 

Decentralization occurred while project performance improved 

considerably. 

. The growth in organizational resources in project-assisted
 

provinces and districts is 
 clear enough. It is mare difficult,
 

though, to determine the extent 
 to which PDP provinces and
 
districts gained resources more 
quickly than other regions not
 

receiving project assistance. Generally 
local and provincial
 
governments 
have been acquiring organizational resources since
 

the late 1960s. Equipment, office space, numbers of staff and
 

numbers of specially trained or tertiary educated staff have
 

grown for the last two decades. If one compares 1967 and 1987
 

levels of provincial and district government funding the
 

differences are considerable. However, 
 if one measures
 

organizational resources (especially office equipment, transport
 

and skilled workers) against the numbers of people or area served
 

they 	are still quite scarce.
 

In PDP's case project 
 funding paid for vehicles,
 

typewriters, calculators, computers, office equipment, and office
 

space. It also provided funds 
for travel, co-ordination
 

meetings, and extensive in-country and US-based training. My own
 

investigation1 7 in seven provinces and more than forty districts
 

leads me to believe that PDP provincial and district governments
 

have better 
trained staff and are endowed with more useful
 

operating equipment and better working conditions than those
 

provinces and districts not 
 involved in foreign donor-supported
 

integrated rural development programs.
 

. Most of which was not done as 
a part of this evaluation.
 



Mly intensive study of one district government 7- Jepara 

(Central Java) -- confirms that before PDP local planning and 

coordination was at best haphazard. ' PDP's provision of funds 

for planning meetings, travel to project sites, honoraria for
 

A 	 part time staff and extended working hours made more thorough
 

planning and more effective integration possible. Equipment
 

provided through PDP enabled the local planning board to rapidly
 

improve the quality of recoarf keeping and reporting on progress
 

of development activities. Such improvements in local
 

organizational stock and incentives are necessary but not
 

sufficient conditions for increased institutional productivity.
 

Another rather more subjective factor in increasing local
 

capability for development planning and management is
 

institutional reputation and support. If local government
 

agencies work more closely together as a result of PDP and if
 

central government officials believe that local planning boards
 

and dinas are becoming more effective then prospects for further
 

delegation of resources and responsibilities are brighter.
 

Evidence for enhanced reputation is mostly indirect.
 

Provincial planning boards in provinces t'hat have local
 

1
governmrwit development programs " tend to have more (and more 

highly trained) staff, better work sites and more influence over 

provincial budgets. It seems unlikely that they would have 

obtained such resources if they had not been seen by provincial 

and nationtal executives as performing an increasingl y useful 

functivii. It is also worth noting that planning boards have 

become the first port of call '-r those seeking information on 

provincial and district development. The increased share of PDP 

project funds allocated to district level agencies in recent
 

years is still another sign that higher level officials are aware
 

of improving local institutional capacity.
 

Increasing national level conf idence in loal
 

institutions is indicated by the effort of the national planning
 

board (BAPPENAS) to channel donor support through BANGDA to
 

='. 3. Schiller, "State Formation in New Order Indonesia:
 
Building a Powerhouse State in Jepara". See ChapLer Four.
 

" Of. which PDP was the first.
 



provincial and district level agencies. Donor-assisted projects 

operating through BANGDA include: the CIDA supported integrated
 

area development program in Sulawesi, the Netherlands's assisted
 

rural development project in Aceh, West German assisted
 

integrated development programs in West Sumatra and East
 

Kalimantan, World Bank supported integrated development programs
 

in Yogyakarta, West and East Nusa Tenggara and Irian Jaya and the
 

USAID assisted Uplands and kabupaten roads projects operating in
 

Central and East Java, East Nusa Tenggara and South Sulawesi.
 

r Finally, increased local (provincial and district) support 

for inter-agency co-operation and for information-sharing with 

planning agencies is demonstrated both by emulation of PDP 

activities and practices20 by other government agencies and by 

surveyresearchr- findings from .. the SRI- beneficiary impact study.---

Governors and District Heads have frequently commented favorably 

on PDP planning and -co-ordination procedures and asked other 

agenciez (or sometimes foreign donors) to emulate those systems. 

In an SRI survey of PDP project managers 67% thought PDP projects 

were slightly better or much better than other projects while 

only 3% thought they were worse. Of those who thought PDP 

projects were better, most mentioned better co-ordination, 

improved project preparation and greater attention to targeting 

and project content as reasons for their approval. Increased 

enthusiasm among project managers from a number of sectoral 

agenc:es for cooperation with the district planning agency and 

for sound planning techniques increased the prospects for further
 

recogniition of district-level skills by higher level government. 

INSTITUTIONAL LEARNING
 

To this point the argument for institutional impact has been 

made or the grounds that institutions demonstrated increased 

success at attaining project goals over time and that local 

institutions have received more funding and responsibility 

(because they are seen by higher level institutions as 

increasingly capable). The argument for PDP success at building 

20. Discussed in the following chapter.
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local institutional capacity can be further supported if we can
 

point to specific improvements that PDP-supported institutions
 

have nade in the way they carry out their task. The following
 

secticn presents some brief examples of institutional learning
 
"
and how it occurred in the procoss of project implementation.2
 

It should be noted that it is individuals, not institutions who
 

learn, though some institutions, and some incentive and promotion
 

systems, provide a more favor-able climate for learning and
 

retaining new skills and approaches than do others.
 

Institutional learning varied considerably across levels, among
 

provinces and among sectors. The sketches that appear below are
 

* only illustrative. One cannot say with precision that x% of
 

personnel in X% of institutions have demonstrated these
 

attitudinal changes and skills. However, the data provided above
 

about changing institutional performance over time and increased
 

decentralization of resources makes the conclusion 
that
 

institutional learning has been widespread seem very plausible.
 

One common change in provincial and district level
 

institutions is the way in which staff think, talk and write
 

about project activities. There has been a marked increase in
 

emphasis on project impact as a benchmark for assessing project
 

proposals and evaluating project success. Rather than limiting
 

discussion to the number of meters of irrigation canal or numbers
 

of cattle delivered, much time in meetings and space in written
 

proposals is given to stating expected outputs such as area to be
 

irrigated or increases in rice yield to be expected.
 

Accompanying this increased attention to beneficiary impact (and
 

project output), has been greater attention to detail in project
 

proposals and reporting and, perhaps most importantly,
 

realization that packages of inputs can and should be tailored to
 

the needs of specific areas and groups of people.
 

Project proposals for more recent project-year activities
 

generally go into far greater detail, specifying location, number
 

2*. Some of these examples were gleaned from consultants'
 
responses to my questions, some from a brief field visit to
 
N.T.T. and some from my Ph.D. research in a PDP district.
 

/ ­
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of berief i ciari es, expected oDitCoMe and thfe nature anid cost of 

i nputs th .n do clier pr-oji,ct docum,?nt.s. In some PDF pruvinces 

prorjert proposals vary the injr't- fur similar- actjviti(-ef even in 

rreiqlkbcririg vi laqes' Tis ir brcaun, e- pert rrie has shown that 

a ff ff're-mt set: of i nprt-s (-eed oinrs, I i vestock etc.) is more 

.,iur:cf- ful in each vi 1 :ie. 

The not inr that projjer:t i npUltF for a vi I I aqe can be 

ril vi idral I y deter nined and i(tel y var jed goes agas nsL a st.r onq 

ted rty ton prescr-i he ide rt I cl pinl:acres for al l areas. Thi s 

'vv I inati:i un toward uniformity i s just ified in'tr the- riati onal 

devel oprmenLnl goal of pPnner it-A.an (real. inq even or reduci ng 

inenqality). Many project staff now rlispl-iy a more sophiisticated 

rataan a bestnot ion of p t as goal that can bi achieved by 

prnvidiirn local beiefici,4r-ia s ,i l whatever- inpuits will w'or: best 

in rai sing their proiluct ivi ty and ircufne. This represents an 

important step forward In promoting rural development. 

A(roiher iwpor'tant chang"-, visible in many F'DPprovinces and 

di r,tr i c ts is an increasec i ri in f ormat i on shar i rig and co--oper ati on 

be 'oFr govior rment agenci es. Tertinii ii ag-n ies are now 

f rf'nhie r t I v mor e wi i I I ng to shart i rif or mat i , n w 1 tlI p Ianr;. irg boards 

and vii I h ither techun i cal aqeru(_ i vF7. Hlore i n form4f i on st iar-i no i s 

t al i riq p I ace bet -een le,vel s of gover omen t and aci'rs, provi nci al 

a r -rer tn al [houndar i Fonr e'.:cmpl e so trrnut E -"[Pr f that i nor. C.n 

pirovi fir I knDnri't inigs projerct maagers for I ivent.oci: proJects f rom 

var ipi i di str i cts di sc tss tlne mer i ts of 'ar ious mrethiods of 

pr( ir-ct rua iz ati or,. Froj(ct mana aer7 -ire thus able Lu learn 

fr'om tine e::peri once,; of other di- tr i cts ii Iiout r epeat irig 

ii st l',. Study tUur-s and nat i onia ! corif orences provide 

oppor tuni ties for some sharing of informn'Aion twr!-een provinces 

and so i ncrease tho depth if eper i irce that I ocal pro iect 

manaoqr's ran draw upon. At the district level I have seen F'DP­

trainrd (flf ici,I s rmereti rIg at: their hcn,ns urn thtei-r ocr time and 

wi f.fitit __incentive, ti u::pl a in projrct propos, I procedures to 

vi I 1 berrlnnads. The r esul I was more usefu! project prrousal s and 

mor e effrctive crmmuni cat i on between district arid v i I age 

_gcvernmr-i . 

Th,-r'e newly acquired ski I Is and attitudes reflect and 

contr i hiie to improved i nsti tuti onal perfor-mance and have a basic 
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and far-reaching impact on resulting practices in Indonesian
 

rural development. These more general examples of institutional
 

learning are reflected too in specific cases where individual
 

project managers or plannig board co-ordinators have learned to 

make hard decisions to stop or modify sub-project activity. 

Ttere is ruum miere for only a few exarp les. 

A c,ttle fatteninig project in onE? province was seen to 

b(- meet.i ng sowe resi staice because vil lagers were 

f,)rme'd into (Iroups of five and each group received 2 
4caiti F. Farmers correctly feared that their extra work 

in gather i rig f:odder and I ook i rig af ter the animal would 

niot be rewarded when tihe ani mal was sold. The local 

qrvrrrnmerts intention had been to distribute cattle as 

LJul y as possible as quicklly as possible so as to 

mmmize the number of poor people receiving benefits. 

Thi program was modified to provide one cow per farmer. 

11hr sIno-Jed Lhe e::parlsion of the program but ensured 

qr ,-I-r indiv idual concern for the health and well­

L'i rig of his animal. In the long run this made for a 

11. ," viable and sruccess fml effort to raise the 

p rodicti vi ty of poor penple. 

S -1 umber of provinces small industries and fisheriesai 

pr ojec ts were stopped because the provincial planning 

bo.rr m I cind that, at the time of the proposed 

i mpl ement:aL ion, the di nas did not have the skills 

rm-rJssary to provide adequate e::tension services. 

Iii some provinces such as Benrgkulu and South Kalimantan 

it has beei drc i dod to obtain advance lists of 

beirnficiaries for "revolviing" livestock projects at the 

district lev-l. Prospective beneficiaries have the 

ri(_!hL to refuse any animal offered, if they feel it is 

be Iow standar d. The project manager is required to 

f irid a cow or other an imal that does meet the 

standards. The project requires that each beneficiary 

on the original list receive an animal. 
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On the island of Flores the project manager responsible
 

for a project designed to help poor women in a fishing
 

village increase salt production first studied and
 

tried procedures for drying salt using firewood. He
 

provided the village with Leucaena (lamtoro gung) which
 

doubled as a sou-re of firewood and erosion control.
 

He then studied and introduced methods to add iodine to 

the salt to increase its economic value. Then lie
 

introduced procedures for drying the salt using solar 

energy. 
Finally, he introduced techniques for salting
 

fish. The village gained a source of iodine (reducing
 

goiter), a year round supply 
of fish, a source of 

firewood, and a method for reducing soil erosion. It 

also gained increased income from the sale of 
iodized 

salt arid salted fish. 

Ir South Kalimantan two proposals were put forward for 

fish prduction. The head of the provincial fishing 

service proposed a project using fish cages to increase
 

fish production. A district fishing service suggested 

using "swjamp ponds" to raise fish in PDP villages. The 

provincial planning board ruled in favor of the 

district 
 proposal for "swamp ponds" because, aiter
 

careful examination, they found that the yield from 

"swamp potnds" was several time that from fish cages. 

The innovation was in the acceptance of lower rather 

than hi qher level dinas proposals on grounds of yield. 

In a number of "outer island" provinces planning board 

co-ordinators ceased using "imported" seedlings because 

they found that those seedlings were inappropriate or 

tina-vai Iab IP when needed or that the supply of inputs 

necessary for growing them was unreliable. They 

switched their source of seeds and seedlings to the 

best locally available varieties relying either on 

local farmers or provincial agricultural field 

stations. The result reported was a reduction in crop 



losses arid, of course, the develupment of local seed 

mer teLs and e,tterision services. Si rniIar pr ob Iems i tII 

"imported" animals were overcome by using local 

an i ma I s. 

PROJECT INNOVATIONS
 

Fill- e::ampiles cited above Pretw OL. of the POP e::perience and 

indicate progress in the way that individual local i rstitutions 

plan and manage rural development. Ill addition to these cases of 

irint:iL, t iona1 lear-rninq it is important ton rt: a number of ma jor 

plariu-r interventions in!ii:eid d to mak- ino Li t.tl it.Wns more capable. 

Th es p irinovat i ons car1 broadly be p1 ar 'd in twto categories: 

str-tr: .t i rtinvat.i ris arid irnnovat:ions in hu-nel irci ary services.ir.-l 

The fir ;I categiory rirmprises changes in orgarlizatlorial procedures 

i ire" L.a,,O tt.l local ivrstitutions ilan, manage, a] locate 

ftiridi rio f (ir , arid mor i tor the ir dove Ir,rpmen act i vi ties. lihe 

second iW,'ol Vy's rir'w approaches to i rnpr Dvi fig the wel fare arid 

prodti: ivi ty of Lice r-itral poor. 

Structural Innovations: 

lt,,rt'tS t prosti , structUr al or systisii c irinovat i on tier rt: was 

irt.roittrrc ion in I907/81 of a PDF--wide plannirin -vsten. In 1983 

UISAID anid the Government of Inidoriesia ap-eed tit improve systems 

for pi,-mtimq, mori torirfig and evaluation i,d to begin wi Lh the 

plarmiri swtiteil. Mte i npr(ved pl anni ir s.,s!em was to stress 

it er- - oralat co-ordi iat-i on and medium t-in Isi ri ino bv dJistr ict 
and] pr.i~iir:i al plirrnir4 agencies in co-oien aLiiti ,ii th t eniit:al 

ageqnii e'. A mai ir oh becti ye -- iin accord .i th I-li v.st er i a] 
Ilnstrirct iun tiiun r ,/ IY I was to d riipoisibi Iti v for-- -vvv 

pl arn i rit to the di str i: eve I arid to pr oimuLte "bottom--up 

p Iann inll from th- vi I I age ard sirb-di st r- ii: t Ieve 1 

TIie pI anni n ,ystem consi sLed of three par ts: a mill ti -vear 

pl an (P11-) , am anita I oprrat iona 1 pI an (RUT ) , arid rep i oria I 

project or credi t buuget proposals (DUPDA or- DLi DO). Tie mii ti ­

year- plan was intended tu analyze basic: di strict devel opment 
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needs and provide a strategy for-a four to five year period. It 

was to be an *integral part of the district Five-Year Plan and 

provide a frametwork for considering the sequence of and 

rel atiuonhips between annual activities across sectors. The 

Annual Operational Plan was meant to flesh out programs from the 

RJM asid provide information abo t specific targets, outputs, 

costs 7n! inputs for individual sUb-project activities to be 

iupl cit, ,id in the coming fiscal year. The project or credit 

propusols were to include a project statement and/or a log frame 

W111 Lil pr cj vided fur ther detai Is on location, the nature of 

beneficLir ies and ex:pected outcomes. By 1905 districts in all 

PDP pr u.,i nces had prepared both multi-year plans and annual 

operatuiuoal plans. Project proposals (DUPDA and DUPKA) had been 

a part ,F tle previous budgetary system but had been treated more 
a, hudj1- ary than plannirg documents. 

()' WFI5 study of the planni:ng system by John Taylor notes 

partial - ticcess with the goals of the nLw planning system. The 

greaL , I1,rCess Was in legitimization of a major role for 

diEli:r _i government in the planning process. The directive 

pr ovi ded by IcANGiD) for the new planning system was the major 

admni nil I I I Ve breakthrough justifying a key role for the 

diftri_ ! p1 arirliig agency. The introduction of multi-year 

p Lann1 1 tr ate-gies was alsn seen by Taylor as moderately 

Succe.' fl-I He comments that "annual projects are better related 

tn earh otiher, both within a single year and over a multi-year 

per io Itit- ough a logical sequencing of activities. He 

corc I lot-.ihat the new planning system has not [to that date] had 

much I 1,fpact or imiter-sectoral integration and coordination. 

Froqram r-emai n sectoral rather than area-oriented in approach 

al thotilh (lie "setting is established for a greater degree of 

sector.?l integration over time." 

"'!tom-up" planning made limited but important gains as a 

result of Lhe neL system. Just over half of the provinces seem 

to Iave heId village and sub-district consultations to elicit 

Taylor, section 3.4
 

=. Ibid.
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needs and possible project ideas 
 from potential beneficiaries.
 

Even in these there are grounds for suspicion about the degree to 

which the rural poor felt able to express their wishes or were 

able to have them incorporated into changes in policies or prac­

tices. While considerable vocal suppoI-t is given by the 

government to participation by the populace in the development 

planning process, institutional and social constrai nts make it' 
difficult to obtain idea5, comments and proposals from the rural 

popul at inn and especially the rural poor-

Arnther USAID-assisted program, LGT-II, developed training 

materials in data gathering and planning skills that might begin 

to overcome institutional and socio-cultural obstacles to genuine 

participatinn. It is unfortunate that the PDP planning system 

was not better integrated with LGT-Il's more complex, but more 

effective, poverty-oriented planning techniques. 

One should note, however, that "bottom-up" planning did 

achieve one very importart success. It brought the views of 

district level technical agencies and sub-ditrict officers to 

the center stage of the planning process. In that sense it made 

plarwii ng more decenitralized arid more focused on local needs than 

it ever- had been. In some provinces efforts were made to consult 

with potelitial or actual beneficiaries. More systematic and 

sensitive efforts to ascertain the needs and desires of the rural 

poor shou.ild be encouraged. 

PDP'* impact on monitoring, reporting and evaluation has 
been less dramatic and has occurred only in some provinces rather 

than system-wi de. The main effort has been in the development of 

reporting forms for monitoring. These have been trieG in NTB and 

Central Java and are being adopted in some other provinces. The 

goal has been to develop forms that are easy to complete and to 

read arid contain essential information on project progress. and 

most importantly provide timely warning 
about implementation 

prob Iems. There are institutional constraints that make it 

difficult for subordinates to report difficulties and failures to 

their superiors. At least one province has developed 
a non­

threatening reporting system which allows project managers to 

report progress and implementation difficulties to district PDP
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coor-di nators. Cop i e5 of these forns are forwarded to the 

provii( --. Most impr.rtant y the provinrcu does riot use the forms 

as a basi s for cri Li ciz inq the perfo manite of the di strict 

project manager btit as a. tool to overcome bottleoiecbs. 

line other province is testing a .illage-based monitoring 

form tti obtairt inf ur mation oitcide the not mal dirias chaotiel. 

Avs this is being writt:r BANGDA his a Leam made up of 

cuist.il tants and cCotnterparts_ worl inq tlo the devel opinent of a 

stratec', for the crqation of a management information system that 

shottl d LCnr i bte to i tS capaci ty to moo i tor and support I caI 

pr gra in '. 

Formal, er ternal evaluation of provincial F'DP projects has 

mai niv b-en done by local universities. This has generally been 

unisatiTsfarttnry. Universit, evaluati or!s frequently address 

" 

"scho] ar-" questi ons rather than the "operational guesti ons 

that pr :)J,-ct. malager-s need answered. A] so thei r vjorl- tends to 

nvrtrip!1 i ze the us of qt,estionnai res to assess atLi tudes arid 

gal r t.,i11oot s ff i ciftitit scirnt i fic doubt aboit the reliability 

or vaI i i ty of this -pproach. More attentiont to the careful use 

of rjti I i t -!t i vr methods after cocnsul tat ton wI th imph c'z:nting 

ornari 0 or1 and henef i ci AriiG woul d load to more useful 

re t I I .. Ft t-qtteil L use of ,insutter vise] or itnder-supervised, 

portr I I r ii ned, stmidenrt researchers also detracts from the val Lie 

of uni vt ity l i -at.- eva ions. 

't IePa-, . P pirov rice htas reportdl y tsed an interna] 

pro jects and used tHe findings as aevaluati', ron it? 1I?16-87 

basis fil dec'lirg vIti rh act ivities should be continued and which 

should be stopped. 

Aari(Oer structural inriovaition tried ill several provinces was 

the blo: grant system. In Aceh, for erampl e, the provincial 

overrtnt riot if i ed di strict governments appro:: i matel y how much 

year.money titi I d he available for each district in the coming 

Districf j wPere told to pr-epare propos-AIs for more than the 

all proposals wouldal located amount. They were also told that 

accepted. Theybe e:.:amined arid that only sound proposals W0ould be 
L


funds no spel! because some 

districts submitted poor proposals would be re-allocated to other 

were a] so riot if ied that any 

districts. The experience of having a districts project funds
 

http:cuist.il
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cut Lhen its proposals were not well done led, in most cases, to
 

a rapid improvement in the quality of proposals produced. 

Still another structural innovation was the decentralization
 

of planning and management to the sub-district level. This has 

occurred for 7 years in Central Java. 4 The sub-district officer 

serves as the project manager and an effort is made to integrate
 

village level programs through the use of the suo-district office
 

(which usually houses all sub-district level representatives of 

the teclhnical agencies.) These programs called Program 

Pengenihangan Wi layah leca-natan (Sub-district Area Development 

F'r-ngram ) accounited for 567 of FDP activities in the 1983/4­

1906/7 period in Central Java. Interestingly, Central Java is 

one of tLhe few provinces to maintain a high rate of success at 

targeting the rural poor while improving its average annual net 

gain pe-r beneficiary. 

A')iiotlhfr noteworthy institutinnal innovation occurred in Nusa 

Tenggar,3 Ti mur. The provincial planning agency developed a 

sysLem, of vi llage motivators (Penyuluh Desa). They used an 

Indones,ian NGO to train secondary educated village youth in 

agrictl. Ltiral e::tension techniques and community development. 

These vi Ilage imoti vators were then assigned to villages and 

provided With land for their own demonstration plots, tools and 

sepdl I nq'>. Their role was to expand the outreach of the 

techn i lI agency staff 'ocated in rather distant district and 

sub-drIitr if-L trwns. They were paid an honorarium from project 

funds atid of fe(red an opportunity to obtain new skills in annual 

meret.I If, I-al 1Ied reuni ons. The success of vi llage motivators 

var'iedl!(rpending upon their social and technical skills and the 

crinoper itrtithey received from village heads and technical agency 

staff. III many villages they seem to have played a significant 

role II c.peed ing the introduction of new agricultural practices 

designed to increase farmer productivity and reduce soil erosion. 

There a-e frequently sustainability problems when one tries to 

estab i h services outside of existing institutional structures. 

III ths ciase there seems to be some cause for optimism that after 

PF'P these village motivators ti-ll continue to play a role as 

'. IL has also been tried more recently in East Flores, NTT.
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"leading farmers".-


Innovative Beneficiary Sub-Projects:
 

There is space here to list 
only a few of the innovative
 

sub-projects introduced by PDP.
 

"Revolving" livestock projects have been tried in 
every
 

PDP province 
and are now in use in a number of other
 

donor-assisted programs. Basically, they involve
 

providing each member of a group of farmers with a cow,
 

buffalo, or a number of goats or sheep and the
 

provision of a package (In Bengkulu, for e-:ample, this
 

package iicludes fodder planting material, animal pensv
 

medicines, 
 healthy animals, groip training, and a
 

reporting system as well as extension services) to the
 

group that make it 
 more likely that the animals will 

remain healthy. After a specified period of time the 

farmer must "repay" a number of animals to the project 

which then provides animals to other poor villagers. 

This is a relatively simple program, easy to replicate 

and very popular with recipients and administrators. 

It has been very successful at meeting project 

beneficiary selection goals and moderately successful 

at achieving income gains for beneficiaries.
 

* "Revolving" projects are not limited to animals. In South
 

I1alimantan 10 small boats 
were given to a village at the
 

edge of a large swamp. With boats villagers were able to
 

increase their yields by about 2 kg. per day which netted an
 

additional Rp. 4000. 
Each boat was required to pay Rp. 5000
 

per month to a village fund to purchase more boats. Within
 

six months the village had 14 PDP-financed boats all paying
 

Rp. 5000 per- month. Villagers decided who would receive
 

boats and what fees would be charged for use of the
 

:r. See the following chapter for a discussion of
 
sustainabi Ii ty.
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"revolving" boats. Ouitside interverifinrv was I imi ted to 

mo Iitori rig. 

In Garut, , W'st Java, when FDP introduc-d modern procedures 

for creat irig and cn! t i vati rig bracl sist water fish-ponds 

t ambat) to 30:) vi I I aqer - more than 3 atI Iers joi ned of 

tlheir ot-i accoird. 

V i I laqe Systern on island ofq.atm-r pro iects the Timor 

ba,-ivp been innovative in their use of village labor 

ral her than contractors for most pr ',Iecj cnnm:r tIC t 1tn. 

rnr? resil t has been the constructi on of wuatter mystims 

1 a mt:Ec I ower re-al root ,er 	 k i ()met-r of pi pe and 

wa tnr th in other gn .,ernmen t pro i-cts.vf)l ume of 

Di o Lr i -t- ir-vl% rrnt!f t-- a I mu repor t. a muir h hi ghor ttoc ems 

r- it-) at actuilly df-livv iri water. YijIaqrro hav also 

bLiri ti ai nido in maiirt.u-irice arid IIe! pd trU restab ish a 

uiver f(ee col Ict inn syItem thus p? ovIIi rdill a qr eater 

rhaitnce fnr th, wat:er myA rrn c o iqi--ti'rin sllr .'1 val . 

()iI least one o lier province has a 70%: non-budget local lahor 

The use ofilT
or tqunf-n as p-1rt of its PDP at Li vi ty. 

;rlintary, nori-pairt labor I owers PD' s coot - and Incr eases 

ti' Inocal senrir; of participation. Ill Bantent, Wlet Java, for 

vi I I ara labor, f. irr ntee:aInIIle, a dai tqas bi It , timing 

:11 Ia. of rit-i' 1 irt. the dom coo;t FR.). 1 mi I on i hII e the 

e, Li mated a cost of P:p. 5)- 11 CF'i.th I i C Wor I' s tapakr I rnteri L 

mi I] ion i f t:tWY froriotruC:tPd the darn throtua I their normal 

Lendurer pror(:e--,-. 

.Oit.hersut. nt proijer t- in HIusa reriquara i tnur deserves 

men i oni nq. Thf integration of cattie pro jects ri th 

i r- dcv-ii oprimerit acLi vi ti e5 desilgier.d to improve 4 ar mer 

wel fare and reduce soi I erosion sefrmspr tilucti vi ty and 

='. Allowing fur inflation real 	urnit costs for PDF' protects 

other local waterhal f of si mi jar 

projects. 
wotild seern ho be less than 
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to be quite successful. Cattle are highly prized in 

Timor and many poor farmers have experience minding 

cattle (for a small fixed fee and at the farmer's risk) 

for an absentee "cattle-lord". PDP provides poor 

farmers with their own cow and provides seedlings and 

grasses to be planted for use as cattle feed. The 

program encourages tethering the cattle and collecting 

food rather than letting the animal graze. The result 

is more rapid fattening and increase in value of the 

animal and more interest in new crops which reduce soil 

er-osion as tethered animals do not inflict irreparable 

daLage on growing crops. Having obtained the 

villagers' attention with the cattl? project PDP 

provides other dry-land annual food crops and house 

garden crops and teaches contour plowing techniques. 

PDF has also introduced metal tools to reduce the time 

required for field preparation during the short rainy 

jreason when fields can be prepared and planted. This 

allows farmers to increase the area under cultivation. 

PDP in Aceh pioneered the cost effective use of very small
 

sums for the delivery of medicines and veterinary services
 

to reduce mortality among goat herds. The result was
 

crnsiderable growth in the goat population.
 

!*it West Nusa Tenggara a ceramics project is attempting to 

ir:troduce kiln-fired and glazed ceramics to an area that
 

uses centuries-old ceramic techniques. Production has begun
 

and PDP is providing a sales outlet for ceramics and other
 

lhaidicrafts.
 

A field station constructed and run by PDP in Pandeglang,
 

West Java, has become an important center for training,
 

agricultural extension and community development in a very
 

poor and dry area of the province. A number of villagers
 

seem to view the station as a community,center and not
 

simply a government facility.
 

. . .. 1 . 
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CONCLUSIONS
 

I have argued that despite formidable constraints impressive
 

gains have been made in institutional performance and capacity at
 

the local level. Indicators of enhanced institutional capacity
 

i nc I ude: 

- Increases in the achievement of project goals over time 

- Increased share of project developments managed at the 
local level 

- Increased stock of skills (particularly management) and 
resources at the local level 

- Institutional learning through project experience 

- Structural changes especially to planning sysJems 

- Innovations in, implementation of beneficiary impact 
projects
 

What stands out most is the achievement of the PDP project 

in the field of decentralization. There has been a considerable 

flow of iusti ttitional resources and managemenit responsibility to 

the district level and it has occurred alongside substantial 

g ains i r th- achhievrement of project goals. Further efforts to 

strenqthri 1ocal institnt ions and prnvi de them with further 

corntrl liver, thcir own rtural development activities would seem 

"t._I I ju1,t i f ed. 

Whi le there are considerable grounds for pride in what PDP 

has accomp I i shed i(I the development of local institutional 

capaci ty, thelre is mich that remains to be done. The following 

chapter looks at both continuing constraints to institutional 

develo)pment and the fragility of some of these hard-won gains. 



- CHAPTER FIVE:
 

PROSPECTS FOR SUSTAINED GAINS IN INSTITUTIONAL PERFORMANCE
 

IMPLEMENTING FOR SUSTAINABILITY
 

I t s to be certai n what i nsti tuti onal gains willI,Ai ,~too. earl.y 

be sustained and what: will be lost when PDF ends. Technical 

assistance has recently been withdrawn from two of the eight 

provinces but funding will continue for another budget year. The 

other sit: provinces will have technical assistance through mid­

1988 and project funding until the end of the 1918-89 fiscal 

year. Still, it is possible and useful to describe what should 

be sustained and what seems likely to be sustainable and then to 

note what steps have been taken or might be talken that enhance 

(or retard) prospects for sustained improvement in institutional 

performan~ce. 

If this chapter seems rather critical after the generally 

very positive findings of the previous chapters it is because POP' 

has had a strong positive impact on local institutions (and 

individual beneficiaries) and it is unfortunate that a 

coitsider abl e portion of that improvement in institutional 

performance could be lost or at least diffused when the project 

ceases. While PDP exhibits numerous shortcomings in promoting 

sustained Improvements in institutional performance, there have 

been some noteworthy successes. It should also be noted that 

PDP's weaknesses are egualledror exceeded by e.jverv other donor­

assisted institution-buildin project I have observed. 

Some of the changes in PDP priorities and in implementation
 

practices promoted by USAID/Jakarta and Bangda have increased the
 

prospects for sustaining increases in institutional "product­

ivity". Other chanqes that promote sustainability have been
 

fostered by provincial and district project staff. Some problems
 

with sustainability are related to deeply rooted constraints in 
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GOI personal and institutional incentive systems, as well as
 

promotiun and work practices. Others are due to very limited 

1ocai government revenues and resources while some have to do 

wil- GM or USAiID policies and project implementation decisions. 

St i I I ntihers are outcomes of Indonesia's economic stringency. 

Fi nal I y, i t st oul d b? pointed out that not everythi ng PDP 

did shotld be sustained. It was meant to be experimental. Some 

of tliu i ex:perimen ts do not bear repeating arid it would have been 

,roni( -- especially in early project years -- for those concerned 

with pr ULjecL ManrageMient to block experimentation by overly 

stressiig prospects for sustainability. 

"PROJECT EFFECT" AND SUSTAINABILITY
 

A'\nuiniher of the factors that enable foreign donor-assisted 

institnijons to show signs of improved performance and increased 

capaci I,, Are thre result of "project effect"- Projects provide 

funds,. toclnical assisancc, training, and outside attention all 

of which encouraqe institutions to behave in unusual ways. Indeed 

the pumrit of projrct iriterverition is to make it possible for 

instituLtins to carry out new tasks or better perform old ones. 

Froec t fuinds ahe i t possible to supplement salarips, purchase 

of f i ur egqti pinin t an.d vehicles, pay for necessary travel, and 

doevelrq) rIIi ari im. systems. Technical assistanceiilni[J.melit mori toring 

pr ovdi,. ' i de,, -,si is, models for new work methods, constructive 

ur t U cm andi ne.I i nf- of communication. Training encourages 

new 0 Lf I todes and provides new organizational skills. Donor 

aqorn li,ke to Inuw what their funds are helping to create and 

cornm,i,m r, l e their ir)terest and concerns to beneficiary 

I05 I !.(.I L I ijil ­

!urr!.lonjical e:periments have demonstrated that it is common 

for mrrlvrdtial-s and institutions to improve their performance 

wlirhn tli'y feel th,.t "omitisiderm" are interested in what they do. 

They hove been shown to do this even when the "outsiders" do 

nothing Lon improve (or even ex:perimentally worsen) the working 

condi tions or skills of those being studied. When the 

"oLItsi der s" provi de a number of inputs designed to make 
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institutions more capable the probability of "project effect" 

leading to impressive -- but temporary -- gains in institutional 

performance is even greater. 

The crunch comes when outside attention, technical 

assistance, and additional funding for saldry supplements, 

equipment, travel, and other operating ex:penses ceases.
 

Institutional performance may slowly (or rapidly) decline.
 

Sometimes -- when the project has required particularly
 

unsustainable inputs -- the fall will be to, or even below, pre­

project levels.
 

BRINGING ABOUT SUSTAINED INSTITUTIONAL CHANGE
 

The problem for any project trying to have long lasting
 

impact on institutional productivity is how to instigate changes
 

that do not rely heavily on inputs that can only be provided
 

through lorg-term dependence on foreign donors. 

Sustained qains in institutional performance may occur in a 

number of ways. Structural changes (e.g. new incentive systems, 

personnel practices, operating systems, or information systems) 

introduced by the project may allow the institution to more 

efficiently carry out project tasks. Training may have resulted 

in better individual job performance without any structural 

charige. As a result of training, project experience, or the flow 

of ideas from consultants individual personnel in project 

positions may come to see their tasks differently and so perform 

in a more creative and productive manner. A project's 

implementing agencies may find ways to independently finance 

continuation of many of the inputs that made higher levels of 

achievement possible. 

When enough of these incremental changes in beneficiary 

institutions occur, and if they endure, a project is said to be 

successful at institutionalizing its organizational goals. A 

common error in evaluating project success at bringing about 

institutional change is to focus on dramatic systemic or 

structural change rather than changes in the way individuals and 

organizations carry out their institutional tasks.
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When 	 someone returns after 'a tfew years to e::amine what 

sustained institUtiOnal Impact PDP has had it is important that 

they focus on how individual local government agencies perform 

rather than merely asking whether spEcific PDP innovations in 

planr~ing systems, management information systems, arid sub­

projects have persisted. In order to focus on more incremental 

change they will need to have clear ideas about what sorts of 

behavioral changes occurred in PDP target institutions and what 

behavior marks them as different than that found in pre-PDP or
 

nor-FDF agencies. They will also need to have some notion of
 

what sorLs of institutional practices have been emulated by non­

poeE.agencies-~and. institutions-

This 	latter source of lasting project impact is referred to
 

as spread effect. Spread effect occurs when project-originated 

practices and programs are stu'died and imitated by other 

institutitons. This process of diffusion of institutional impact 

is likely to result in sustainable practices and programs. This 

is so because the i mi tators usually borrow ideas without the 

extra arid temporary incentives offered by foreign donors and 

project funds. Unfnirtunately, because the process takes place 

outside the influence of project and donor staff the emulation of 

project programs may not achieve the objectives that would be 

possible4 with a better understanding of project goals and 

necessor' inputs.
 

spread effect are processesB1ith institutiorialization and 

which caii be made more or less likely by careful, early consider­

ation, by donors and implementing agencies, of project goals, 

project priorities andpriorities and inputs and by adjustment of 


.	 policies over time. Implementing for sustairnability requires 

careftul and constant attention and PDP lile other donor-supported 

projects could hav. done with more.
 

PDP AT THE LOCAL LEVEL:
 

Institutionalizing PDP Practices and Programs
 

What PDP structuLral and program innovations appear likely to 

7 

V 

the way that institutional actors
be sustained What changes in 


I(' i 	 , * -,- . .. ..... ... 

" 
:;: :;!'.: . . . : . . : . .. . ., ' - . . . . .. .. * * . . . . . . . , : ,':: • 
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perceive and perform their task are likely to be preserved? What 

POP practices and programs are being emu!lted by other agencies'
 

What role has project implementation played in promoting or 

retardino sustained institutional improvement? What remains to
 

be done to promote sustainable gains in local government
 

per'forirmarpct Those are rtuL easy questions to answer. 5pace here
 

is too ctmnr-t and the project too large arid diverse, but it is 

imporLarit to suggest in broad terms what seems sustainable, what 

has been (tone to promote sustainability and to note what lessons 

can be learned foir further efforts at promoting locally-based 

rural levelopment. 

Thr Followinrg gains in institutional performancE which have 

occurred in most PDP-assisted district level governments seem 

lilelv to be sustained: 

- Local planning boards are better staffed and equipped 

and more able to collect arid analyze data for, plan and
 

Pvaluate rural development.' The use of a log frame
 

approach to planning is fairly well institutionalized.
 

Thi- is li'ely to lead to sustainability of some gains
 

in planning capability.
 

- lrIF-al technical agencies are more willing to share 

inf,.rmt ion with the planning board and with each other that 

imr ives the tecini cal quality and co-ordination of rural 

p! a1 Ti rig. 

- Local government agencies have for the first time gained 

e:per ience ini implementing small-scale rural development
 

activiLies arid are more able to tailor programs to meet the
 

spI I. i c needs of local occupational or socio-economi c 

qrriiips and diverse villages. 

The preser.ce ci PDP or other donor assisted projects 
seems to have acceleratr'd this process. Other factors are also 

partly responsibi-!. 

http:preser.ce


77 

Local technical agencies are now much more likely to focus
 

diEcussions of project proposals and project success on
 

project impact rather 
 than physical provision of project
 

inputs. Their project activities tend 
to be better planned,
 

more detailed and more completely documented.
 

None of these changes are as dramatic as the adoption of a
 
new planning or management system but they 
 are at least as
 
important for effective rural development. They were mainly
 

brought about by PDP 
project experience and training and 
seem
 

likely to expand as PDP project officers are promoted from middle
 

to senior level positions. 

The following measures have 
 been taken by provincial and
 
district government agencies 
(or donor agencies) to sustain PDP­

initiated rural development activities:
 

- Local Finanicing: Perhaps the most common cause of cessation 
of successful donor-supported activities is the abrupt 
termination of funding after the project ends. The 
transi tion to .ocal finaricing can be made less traumatic if 
local institutions begin to fund project activities well 
before the projert ceases. One province has attempted to 
assure that some PDP activities will be sustained by 
providinig Rp. :0(0 million each fiscal year since 1962. 
Despite their shrinking financial resources, in 1967-86, all 

provinres began provi ding funds from the Provincial Inpres 
Program (a ce-ntral government subsidy to the provinces). In 
most 
cases provincial contributions were between Rp. 


million and 
 Rp. 100 million. Some Districts are providing
 

funds for PDP activities from their local revenues. Many 

provinces encourage voluntary local labor participation as a 
non-hudgetary contribution to PDP activity. While these 

contributions represent real 
 sacrifices and local
 

expressions of interest in sustaining PDP activities they 
would -- if sustained -- only be enough to fund 1/5 or less 

of PDP's activities. More will be said about the effect of
 
project funding decisions on 
prospects for sustainability.
 

50 
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"Reivol ving" Livestock Projects: These projects are 

orrjariized to continue to produce animals for distribution to 

other berinef i ci aries after project furidi nq ceases. rhe 

pr i tici pa rhstacIes to suIsta in irg revl vi rig projects are 

overheard exFperIses such as medi ci fe. transport and 

espLci a! I y, the cost o)f making --lvai I ah I U? the- necessary 

e-t i nsi on services. A number of district and pruvi iflCial 

prr) Jrzt marnagers have oroanized Ltve distribut ion of a i nals 

ii w.ayTZ that- should mare i t possi b E to meet thLmse overhead 

r:rtLs. Malty I oral project staff at e couf i dlnt that funds 

cnf be found to meet these relatively sinall costs. These 

,/er ,. popular -DP sub-pro jects shuw every ini cat on of 

call! inUirig and heing widely emulated. 

Fi it zt] Cr edi t: Projerts (B2.1 , LKI- , L-K or KURFI) : After an 

imi ial rush1 to dispense rural rerdit without sufficient 

a! Lent ion to the need to estahl i sit a regi onal and local 

f n,-ic i aI management sysl:em- there has been a concerted 

e frirt to huiild a self-sustaining rut at credit system. Some 

of these prnviri-ial rural credi t pr ograms (in West Java, 

Cet:r El Java arid recently, East Java) have been subsumed by 

r',nt-her USAID-assisted program (the Fiinancial Institutions 

l)',sv I orimetit: project) arid seem i likely to obtain sufficient 

I rifnircal al sisiante arid capi ti-I i riputs to become set f­

si . ii ring. l'ii Ie there are signs that a tnumber of credit 

mits itt f(tir other provinrces are nearing self-stfficiency 

it seems ul i1,17 y that enougih units will become self­

sf f mciert in the time remaining to meet provincial overhead 

Nor was adequate attention paid to such practical 

qlu'St iois aS thRese: iow do you assure - Iow Ieel of arrears? 
How io Voin determitie how much capital a cri-di t unit can "safely" 

I dic I- Ini do youi del rmine whIn a credit -ri t should be closed 
" dowrre lin many viable credit uniL3 do you need to underwrite one 

f.ai Iti 
r 

'­

=. qnmr individial units have become self-sustaining after 

very brief periods of suppnrt. One unit in Pandeglang, West 
Java, rrportedly made a Pp. 55,000,000 "profit" from loans after 

only twi ,/ears of PPP capital inflows. 
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costs. Serious consideration 
should be given to providing
 

some of the technical expertise and capital 
available in FID
 

to ensure the sustainability at
of the credit program in 


least some of those provinces. 
 If this or ,ome other 

solution is not found, it seems likely that more than U.S. 
$1,000,000 in USAID and 
 GOI funds will be lost even 
though
 

it appears that effective procedures for building 
a
 
sustainable rural credit system have been found.
 

Spread Effect
 

A number of innovative PDP sub-project activities and
 
practices have been emulated by other agencies 
 or by donor­

assisted projects using 
their own funding:
 

- The multi-sector sub-district (PPWK) program in Central Java
 

has been emulated by the province-wide (PPWKT) program
 

which also uses a sub-district officer (camat) as project
 

manager but which tends to 
use much lower levels of funding
 

and emphasizes infra-structure rather than assistance to the 
rural poor. The important point 
to note here is that there
 

is 
 a continuing effort to decentralize project management
 

down to the sub-district level. 
 This seems to be a follow 

up to a POP initiative which the SRI beneficiary impact 
survey suggests is very successful in both targeting the 

rural 
poor and producing sustainable beneficiary gains.
 

- "Revolving" livestock programs have been used by CIDA in 
tleir integrated rural development programs in South and
 

Southeast Sulawesi, by the UNDP in their West Nusa Tenggara 
projects and, more widely, by the 
 GODIs Livestock Agencies
 

(Dinas Peternakan).
 

- Village Motivator and New Cultivation Pattern (Pola Tanam) 

programs have heen emulated by the provincial government
 

(through its Program Benah 
 Desa [Village Improvement
 

Program) in Nusa Tenggara Timur.
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PFDP planning procedures have been used Lo help prepare 

project prnposals and annual plans ior World Bank and 

Australian Development Assistance EDjreati projects in Nusa 

Terigga.- a Ti mur. 

A ritimti'r of other PDP-i ni ti ated activi ies have attracted 

foreign donor support or are being supplemented or e::panded 

with assistance from other donors. These i rlcI lide the LPT­

- an institutt ion supporting the development o4 new 

cultivation patterns, appropriate agricultural implements, 

and extension services in Timor, agricultural field stations 

providing e:: tensi on services and applied agricultural 

res-earch ii, West Java, and the seaweed harvesting and 

mar leting project in West Nusa Tenggara. 

PDP at the National and Provincial Level
 

F'!)F''s aim at the national and rirovincial level was to 

streng'.lhen administrAtive and technical -upport for local level 

develijerrirnt planning and manauerment. D,oad]y it is possible to 

speal" of lwo ways in which this miqht ie dorte. The first is 

system - 1h,1iIdi rig -- the creation of p anrni no, manacement and 

eval,. lilin systems that might survive the projeet. 1he second, 

is the t.,e of project e::perience and trainino to promote central 

and I - t Il si i II sn arid to ernrour age centril gove-nment confidence 

in, arid s:pport for, decentralized planining and management. For 

rpasonrs whIich wi I I be di sctissed in the fol I owing section, 

achirvement of sustained gains in system building are clearly in 

Ldtht . lncremeFntal gains -- by BANGDA arid b/ provincial 

deeloRumr-nt boards -- ir technical skills arid in more positive 

attitudes to.ward Incally plarnned and raraged rural development 

may prove sustainable add are worth noting. First, a word about 

system-btui Idi rig: 

- PP's effort .o insti tttional ize a new provincial and 

district planning system will -- at best -- be only partly 
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-- the RJM -- will besuccessful.^ Medium-term planning 

provinces and district.' A
completed only once in most 

second plan (RJM) will not be produced to extend beyond the 

without project funding thefinial project years, 	because 


plan's e-pense and its concentration on sub-districts where 

PDPF operates cannot be justified. The annual plan and 

process -- ROT and improved DUP -- seem 

some form as similar procedures 
prciiect proposal 


more litely to survive in 


are required for other GO development projects. A national
 

Indonesia's
rural planning system for 	 use by all of 


merging PDP's RJM with the
districts could be created by 


(KPS) and making the "new"
Strategic Development Framework4 


plan the basis for improvements to the presently required
 

but not very action-oriented Repelitada (District Five Year
 

plan. A
Plan). Similar work could be done with the annual 


Decree would be necessary to create a

Ministerial 


sustainable and useful planning system­

A(thuuqh a sustainable, 	 formal planning system has not been 

to have had an important impact onestatblished, FDP seems 

the way that such central government agencies as EANGDA and 

Board) perceive decentralizedF'PEMOS (National Planning 

de,vr opment pl arining and management process. Decentral­

LZr4.1ni, of projec t management to district and even sub­

di - tr ict levels has become a frequently used indicator of 

it shoL Id b noted that a number of 
prt je:L sncce s. Also 

deuri prrjct ct i vi ties that might have been channeled 

I fir tLlghl sec toral agericies have instead been steered by 

PDP can claim some influence 	 on the formulation 
'. Thotugh 

9/1982 which elaborates thp
of Ministerial Regulation Number 

for local BAPPEDA­bot-tumi-np plar,ning process 

-1. Except for South Fal i maitan where it has been repeated. 

is a more general but 	 in some ways more rigorouse. this 

and 	 useful areal planning process that was developed as part of 
The planning

the USAID-assisted, Local Government-II Program. 
and

Vwas taught to many Indonesian district planners
methodoluqy 
thins methud of planning traininig continue'-" to be assisted by a 

number of foreign agencies. 
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BAPPENAS toward BANGDA and toward local government control.
 

This support for local planning and development management
 

is likely to be more important than the development of a
 

formal planning system. 

As this report is being produced a team made up of 

consultants and their counterparts in BANGDA is working on 

developing an action plan for the creation of an appropriate 

Management Information System. If this system is well 

thought out, established, tested and modified during the 

remaining months of PDP it could leave behind a valuable 

tool for trackitiq progress on rural development activities 

and responJinq ei'-l to potential problems. Project funds 

and techn,%l assistaC should be used to support the 

developmenit of a Managemettt Information System. 

Some of the Morilt:nrirn and Evaluation procedures developed 

by PLU appear likely to ue continued by BANGDA for use with 

other areal devt l opmenrt programs. The development of a 

satisfactory system-wide morit,-ring and evaluation process 

does not seem likv-1y to occur. More would probably be 

gained by emphasizing prcvi nci al development of locally 

appropriate systems able to deal with Indonesia's diversity. 

The use of locally developed forms to monitor progress in 

project completion in East Nusa Tenggara provides a good 

e(:mnple of what can be accomplished. 

At the provincial level PDP will leave behind substantial 

e::perience in project co-ordination and in monitoring 

district development activity. These skills will be 

diffused as project units close down and former project 

staff take up additional duties elsewhere in the planning 

agency. It seems unlikely that provincial co-ordination
 

and managemenit skills will return to pre-project levels.
 

7. In most cases they have had multiple duties all along. 
Presumably, there other responsibilities will be increased when 
PDP is completed. 
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IMPLEMENTING FOR SUSTAINABILITY: SOME LESSONS FROM PDP
 

While much that PDP has achieved in institutional
 

development will be sustained more could have been if
 

implmnentation had focuseJ more clearly and earlier on the issUe 

of sustainability. This section notes some of the project 

implementation decisions that seem to have neqatively affected
 

prospects for sustainability.
 

1. Funding: Initially, there was too much pressure to push 

money down the pipeline. This discouraoed sound 

administrative practices. The clearest example of this was 

in the early credit programs where funds were made available 

before credit institutions were capable of collecting 

payments on outstanding loans. There seems to be widespread 

aor eernent that initially high levels of project funding 

over-strained the absorptive capacity of local institution 

anld that t'e decline in real terms of project ftnrding 

enicyitraged the more judicious use of funds. Also the 

pr ,,i si on of "on-top" funds (addi tional funds uut of the 

central government budget) to meet the local share of F-DP 

expetises was a mistake. It allowed the project to continue, 

ctut off from provincial dpcisiur-makinq about how much money 

wrui d be made available. If a province had been forced to 

allocate its own funds it is more lil-ely that it would have 

breF'ri in a position When POP ended to decide what was worth 

continuing with its own contributions, what required central 

qovernment support i f It was to continLe, arid what should be 

di conti nued. 

2. The early emphasis on successful direct beneficiary impact 

sub-projects probably delayed efforts to grapple with the 

problem of btuilding institutional capability. Early 

attention to institutional trai ning needs analysis, and 

appropriate training arid institution-building activi ty 

coupled with gradually increasing project financial flows 
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would probably have resulted in greater sustainability.
 

Institutional capability of local dinas and planning boards
 

has improved but the early 
cost of the trial and error
 

method through which local and higher level 
 project
 

management learned rural development planning and management
 

skill has been high. 

3. 	 The timing of PUP financial .flows has done little to promote 

sustainability. It would have been best to begin with low 

levels of financing, gradually increase funding and then
 

gradually decrease it 
in the final two years of the project.
 

Instead funding started large, declined in real terms and
 

then grew (for provinces completing PDP in the 1986/7 fiscal
 

year). The result is that there will be a 
traumatic decline
 

in revenues available for locally-managed rural development
 

activities. A gradual build up and wind down would have
 

encouraged institutions to be selective about 
which projects 

to attempt arid which to maintain. It would also have given 

local governments more time to find local funds to support 

activities they thought should be sustained. It still could 

prove useful for the central government to commit a portion
 

of its current project funding for a 2-3 year period Jzo ease
 

the transition from donor and 
national to provincial and
 

district funding of PDP-initiated activities.
 

4. 	 PDFs training program 
 has not supported sustained
 

jnstitutinn building as well as it might have. The project 

sIIould have made more use of technical assistance,
 

instructors and training materials available through LGT-II
 

(a USAID-assisted program to 
train local planning agencies).
 

The in-country training program taught some crucial skills
 

and influenced attitudes toward rural development planning. 

A clear training strategy based upon an assessment of 

varying provincial and district institutional needs and how 

thuse needs might be met was never developed. The short and 

long-term training of project personnel in America also 

sePIms to have had some successes but no clear strategy. It 

could be argued that overseas training actually detracted 
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from sustainable institution-building by removing key actors
 

from projecL roles for extended periods precisely when they
 

needed to be present to maximize the project's institutional
 

impact. PDP has conducted numerous uueful training
 

p-ograms. However, future institution-building projects
 

should try harder to link training inputs to project
 

scheduling and to evolving project needs.
 

5. 	 In some provinces DF'Preportedly expanded into new districts 

to(i quickly. This diminished the institutional impact. It 

takes time to train staff in new planning and management 

procedures and to institutionalize patterns of co-operation 

between the planning board and technical agencies. A 

si mi far point may be made about East Java where the attempt 

to c:over every village in a sub-district over the course of 

the. project required PDP to drop extension services to old 

villages too quickly. This appears to have been harmful for 

the develupmeuit of extension services and for beneficiary 

sustainability of the sub-project activity. 

6-	 Fi)F' most obvious successes in institution-building have 

been at the district and provincial levels. Attention was 

given relatively late to the question of building 

institutional capacity in BANGDA. (The first advisors 

sr.vinmj as Clif -of-Party were offered the choice of working 

ifi Jakarta or If) orer of the provinces and there main task 

was seen asrmanagement of a technical assistance team rather 

thom Lie transfer of technology and management skills to 

RN'AI!tGr. ) fBnLh the scope and complexity of BANGDAs 

over-sight role in rural development have exprnded rapidly in 

L I - last. df:_adr?. It is understandably lagging in 

dm(-Lrrmining whlaL its administrative role should be and in 

e Ahtl liuhirng systmums that allow it to provide support for 

leo.ally-based rural development. USAID should give serious 

consideration to seeing how it might further promote 

national supervisory capacity and willingness to support 

decentralized rural development.
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7. 	 USAID reimbursement policies for small scale 
rural 

development projects lil-e those irnitiatL-d by PDP require 
intensive administrative inputs (staff time, travel 

e;:penses, paperwork etc.) from both US(ID arid the GOI. It 
is ironic that PDP became a rather heavy administrative 

hurrden on the iristitutions whose administrative capacity it 

was intended to improve. 
Furthermore, reimbursement did not
 

in any way affect the 1evel of fuIdi ng of the local 

institutions whose projects were 
 being evaluated for
 

reimbursement. Nor does there seem to be a significant 

linkage between reimbursement and the quality of projects. 

A frequent cause of failure to reimburse is inadequate or 

rior-e:,istent reporting by the project manager. If there 

Jr e financial incentives and sanctions related to local 

performaince reimbttrsement could be a powerful tool. Future
 

donor efforts in institution building for rural development
 

should either try to place a lighter reporting and
 

evaluation burden on local institutions or link performance
 

including reporting to funding levels, or perhops, both.
 

Some combination of spnt checks on projects by the center
 

and more rigorous provincial level monitoring and reporting
 

would be optimal. 

8. 	 irmstainable- activities are affordable. They have a high 

hvref i t-cost ratio or they assist a large number of
 

henref iciir i e- with a relatively low input cost. FDP has not 

dole enough to analyze and report sub-project costs and 

helef i i. PDP could have done more to sharpen the 

anal yti cal nP-ills of district and provincial planning 

aq~ericies (arid to a lesser ertent BANGDA) by encouraging 

simple, but well-grounded, investigations and discussions of 

prr.,jec ts coasts'- arid rettrns. Some informatintr for this kind 

of al ysi should bcome available over the- ne: t few months 

based upon the SRI benvef iciary surveys and sub-project 
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accounting data." As PDP approaches 
its conclusion the
 

discussion of which cost-effective activities are locally
 

affordable, and which activities 
should be continued, even
 

though they cannot be locally funded, should bc a high
 

priority.
 

9. 	 In almost every case assumptions about how long it would
 

take to achieve PDP's institutional goals have been under­

estimates. Institution-building is a long-term process with
 

sometimes lengthy periods of only modest gains. The
 

historical conditions which 
 created bureaucracies charged
 

with rural development in the Third World are unique in 

human history as are the problems they face and the tools 

potentially at their disposal. 

It 	 is important for a project 
 trying to promote
 

institutional development 
 to have clear, achievable goals, 

to frequently assess progress toward those goals' and to 

recognize that institutional development is not subject to 

quick fiXes. PLIP has achieved some important sustainable 
gains but the institutionalization of more appropriate rural 

development planring and management practices will require 

further l ong-term donor and GOI commitment and careful 

identlification of and attention to achievable goals. 

PROSPECTS FOR bLUSTAINABILITY
 

PDP has initiated a number of changes in institutional 

behavior intended to improve organizational performance. Many of 

those chanqgs -- especially at the district and provincial level 

-- appear to be sustainable. The greatest threat to 

sustai nabi Ii ty has to do with the nature of the PDP program, the 

limited fiscal pnwers of local government and the Indonesian (and 

wor l d) rCnilomy. 

n'. Itli cost benefit analysis done for veterinary services 
if IAOce h is a good ex.ampl e of what can be done. The SRI cost­
brinpf it information is summarized in chapter six. 
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PDP's beneficiary goal has been to raise the incomes and
 

productivity of the rural poor. It has found a number of highly
 

effective ways to do that. However, its emphasis has been on
 

smnall scale activities which involve the transfer of sl--ills, 

small SLIms of capital, a few head of livestock, or a few 

seedlings to villagers scattered across its eight provinces. PDP 

lacks the kind of eye-catching physical infrastructure sites for 

what some critics have called "devel cpmental touri sm. The 
=-- b rut al f ac t--.. i s th at' " i t'-is diff icul t- for "a-pno_qec t ° wh iq h pr oNides - --­

inexpensive inputs to po ele to attract the attention of
 

senior officials away r projects which build dams,brid es,.
 

roads or factories.
 

PDP is clearly a popular program at the district, and to a 

lesser e::tent, the provincial government level. It shows results 

in a way matched by few other development projects and links 

local qovernment to society in a manner that is good for future 

state-society relations. However, careful attention needs to be 

give to how to make the program's achievements comprehensible to 

seni or -- esperi ally provincial and central -- government 

officials. Without their support and understanding furt her 

efftirts to sustain the gains made by PDP cannot boe assured. 

Provincial and district level government have demonstrated 

considerable enthusiasm for" PDP's aims and methods. However, 

their financial capacity to sustain effective FP sub-projects is 

mi tLed. They have few revenue sources and measures being 

proposed to the Ministry of Finance by USAID and other donor 

agenc ies for other projects would actually reditce rural Vistrict 

revenues. Serious consideration needs :o be gien to how 

provincial , and even more importantly, district level governments 

can be made more financially self reliant. This cculd be done 

ei ther through al lowing more local revenue raisino powers or 

increasing the amount of money made available for locall,­

determined and manaled development activi: t n local oovernments 

by the central government. Sustain6ed advances in 

decentralization arid local based rural develupment will depend 

upon well thought out and tested policy initiatives in local 

governmesit fuiiding. 

Th" current economic downturn has, not surprisinaly, had a 
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negative impact on the 
 prospects for sustaining PDP's insti­
tuLional gains. Central and loral government revenues have been 
reduced and prospects are for still further cuts "in real terms". 
Few hi gily central i zed bureaucracies faced with economic
 
diffi culties are Iiltel y to increase the share of funding 
allocaed to reji ial and local bureaucracies. In the short term
 
therefore, further advances in local development may be highly 
dependent upun foreign donors' williFIgness to "sweeten the pot" 
by usinrg tleir funds to promote the sorts of beneficiary impact 
arid decentral ized institution-building programs that PDP has 
pioneered. If such donor funding could be linked to small but 
growing -- arid LONG-TERM -- commitment of 601 central funds to 
district-managed rural development then prospects are good that 
much of what PDP has initiated will be improved upon and 

sustained. 



CHAPTER SIX
 

CONCLUSIONS AND RECOMMENDATIONS
 

What have we learned about PDP? What parts of the project 

were done Well and what could have been done better? What were 

or are the major obstacles to the achievement of project goals? 

What (:. n and should be done about those obstacles? From the 

posslbly varying perspective of individual beneficiaries, 

assistffd institLtions, Indonesia and USAID was PDP worth doing? 

WihaL fi Irea or outcomes of the project require further study? 

What sThoul d be done in the remaining months of the project's life 

to -1e and sustain inst i tuti onal and beneficiary gains? 

Doe ',)P prov ide some elements of a successful model for 

decIIt.r. l i o.L? r uraI development that reaches segments of the 

papFtl it ni W1o have not fully snared in the benefits of 

I,1drne i-a ' economic devel opinent. What PDP lessons and solutions 

can be app I led to other development activities and other 

iris tiL uf nil probIems; What should BANGDA and/or USAID do, 

after F tnc, lromote a decentral iz:ed, area approach to rural 

hr-l.- are Lhe sorts of questions that this concluding 

ch,.ptor- -i II try to grapple with. They are not always easy 

que-t i m),s to answer , especial I y for a pioneering project that 
wjill li ,. e hxd a direct economic impact on something on the order 

if , ilo i Fain i 1 ies in eig]ht provinces over ten years and an 

This is, a very rough -- and probably low -- estimate. 
ny the project termination date in 1987/86 fiscal year direct 
impact sub-projects will have reached appro:imately 400,000 
fami lie. It seems likely that well in excess of 200,000 
borrowerrs wi I I h.ve henef i ted from credit sub-projects. The 
600,00t) figure dues not count beneficiaries of training programs, 
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institutional impact on more than 200 national, provincial and
 

district agencies and organizations in eight provinces and 441
 

Districts. The findings and recommendations presented here are
 

meant to stimulate discussion about what was achieved, what might
 

still be achieved and how GOI or USAID might build upon what was
 

achieed. They should not be thought of as the final word on
 

PDP.
 

PROJECT GOALS AND PROJECT ACHIEVEMENTS
 

I. PDP had three goals: (1) increasing opportunities for the
 

rural poor to increase their productivity and income; (2)
 

increasing the capacity of local government to plan and manage
 

rural development activities which would increase the
 

prodttctivity and income of the rural poor and; (3) increasing the
 

capacity of PANGDA to monitor and support decentralized rural 

deve Iopmeni-. 

I1. As chapter Two indicates, while in the long run those goals 

are mutual l y re-enforcing in the short run they can be in 

conflict. Attention to sub-projects aimed at directly increasing 

the incomes and productivity of the rural poor sometimres competed 

for funds and technical assistance time with efforts to build 

distrirt and provincial institutional capabilities. More careful 

att:ent inn in project design and early project management to 

project goals arid worI1 ing assumptions would probably have 

resilted in an earlier focns on institution building arid less of 

a rtush to chaninel furids to provincial arid district planning 

ageric i es and di nas or i rlstansi vert i I.al that could not 

effectively absorb those funds. Th-re is fairly widespread 

agreement. that too marny rupiah were dispersed -- especially in 

crecdit sub-prrijects -- in thre early years of PDP. 

ridirirct hentficiarires who may have found employment because of 
PDP small industries or irrigation projects. Nor does it take 
into accon-it the- consequences of spread effect: The emulation of 
Pi)P activities by non-beneficiary neighbors. Finally it omits 
the ron7sc'qerices of the multiplier ef fect of village level 
sperirdirig by the project and by beneficiaries on other residents 
of PDP villages and districts. 
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and responded to

As USAID/Jakarta and BANGDA became aware of 


need 	 for greater emphasis on institution building­the 

initiation of planning, reporting and
 training, the testing and 


monitoring systems, institutional performance (as measured by 

to 
beneficiary results) improved. What happened though, appears 

thinking toward a more
of an 	evolution of projecthave hr, en mnre 

appraisal of local institutional capabilities and needs 
realistic 

goals 	shouldeffort to think through which
than a far-sighted 

the project.

have priority at which stages in life of 

PDP'S 	DENEFTCIARY TMPACT 

To be successful PDP had to reach the rural poor, raise
 

prospects for sustaining
provide reasonable
their 	incomes and 


of those gains after project assistance had stopped.
 
many 


would be meaningless if
 
Improvement in institutional capability 


As Irural development gains.

it did not translato into 

had a signigicantPDP seems to have
suggested in Chapter Three 


beneficiary impact. 

three areas of achievement that contribute toward 
There are 

success at targetingimpact: (A) maximizinga strong positive 


gains by beneficiaries and; (C)
 
poor people; (D) ma.,imizing 

economic gainsbeneficiaries to sustain
maximizing prospects for 

are difficulties with precise
made 	 under the project. There 

three 	of these factors. However, we do have 
measurpment of all 

from the SRI Beneficiary Household Surveym
evidenceconsid rable 

from fiscal
direct impact sub-projects

-- of beneficiaries of 


year 1934/05 -- showing:

year 1970/79 through fiscal 

Targeting of Poor Beneficiaries:
 

achi evements 

over 333,000
there 	were just
Detween 1970/79 and 1986/07 

seems likely that between 56% and 
beneficiary families. It 


data presented
stated all statistical
Unless otherwise
=. 	
and anplies only to directHousehold Surveyhere is from the SRI 

from 197/79 through I184/85.
beneficiatry impact sub-projects 
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68% of recipients of PDP as -istance were in the bottom 50%
 

wealth and income group in their province. Beneficiary
 

targeting achievement may have been closer to 88% in most
 

provinces but the SRI survey did not establish ownership
 

norms for individual provinces so we can not be certain. It
 

seems Ii kel y that compared to other rural development 

programs in Indonesia, or elsewhere, the targeting success 

has been quite high. 

comments
 

The beneficiary selection process was much more successful 

at targeting poor people in some sectors than it was in 

othe-rs. Livestock, Food Crop-, and Estate Crops sub-projects 

were most successful. It seems likely that 05-90%. of their 

beneficiaries were from low-income group. Up to 40% of
 

Small Industries and Small Scale Irrigation beneficiaries
 

may have been relatively well-off. 

recommendations
 

The beneficiary and sub-project selection process in future
 

rural development programs should be made more rigorous and
 

more explicit. Provincial and District planning boards
 

(working with rural sociologists or anthropologists) should
 

prepare clear criteria for inclusion or exclusion of
 

possible recipients and for selection or rejection of 

possible projects that aim to assist the rural poor. When
 

e:iceptions are made to the project or beneficiary selection
 

process BANGDA and Provincial Bappedas should require clear
 

arid reasoned explanations justifying the variation. The
 

beneficiary selection process should be monitored on a spot
 

check basis without advance warning. 

PVOs are often good, independent sources of information
 

about community needs and desires. The use of PVOs to
 

assist in such activities as beneficiary selection,
 

motivational and skill training for participant3 and for
 

project officials should be encouraged. Funds for PVO
 



Involvement should be built into project agreements. 

EconomcGai nby Beneficiaries
 

achievements
 

The avernge real annual net gainb for recipients of PDFP 

~direct,. beneficiary Assistance was Rp. 6~5,000.1 It Seems~ 

Inflationaary, icrease in avvrage annual beneif-Ficiary 

hOusehnld income: 23% of those surveyed reported zero 

e.rnings from their sub-project activity, while 24% reported 

Inarased earnings of more than Rp. 0,000. The average 

gal' by those reporting a gain was Rp. 84,000. This figure 

represents substantial real gains by the 77% of recipients
 

reporting a gain. It probably also slightly underestimates
 

actual project net gain achievements because of the time
 

delay before estate crops come into full production and
 

becitise the survey£ ends with fiscal year 19E4/85.
 

comments
 

Thpre twas corniderable variation in net gain achievement 

hl retn sectors, between provinces, and betwefn recipients 

wh wree continuing an activity and starting a new Activity. 

SmJ1I Industries and Small Scale Irrigation projects yielded
 

be, avernge results Lhan did the other sectors. Small1 

-ndi .. ries gains were more than four and 1/2 times average 

gairi iin the food crops sector. Wealthier, I es densely 

pnptil~ed prnvinces tended to generate greater average gainsr 

tia, poorer or less densely populated ones. South
 

Kalimantan's average gains were four times those of East
 

aava. The iuiinher of beneficiaries whose project assistanre 

alloweed them to continue an existing activity reporting no 

gain wos nearly 50% lower than the number who started a new 

acti Vi 1.y. 

One clear trend in the survey data is that sectors and
 

provinces which reported the best results in net average
 

gain tended to do less well at tarqeting poor people. And,
 

IJ 
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except for Central Java, improvements over time in targeting
 

the poor were accompanied by declines in average net gain.
 

It may be that activities which benefit poor people will
 

generally yield lower rateE of economic return. It also
 

could be the case that some more ecologically and
 

economically sustainable activities -- e.g. in estate crops
 

-- will yield lower average net gains over the first years,
 

but better results in the long run. We need to know.
 

recommendations
 

Much more needs to be learned about which sectors, kinds of
 

activities and planning and management approaches worked in
 

each of the provinces -.id districts. Local project officers
 

and planning officials should be asked to rate PDP projects
 

in their area for targeting success, economic yield to
 

participants and cost effectiveness. These subjective
 

findings should be compared with SRI findings and the
 

conclusions should be shared across districts and provinces,
 

inside PDP anC outside. The goal would be a list of proven
 

locally successful projects and techniques for emulation or
 

modification and use elsewhere. An additional gain would be
 

more competence in local planning agencies in assessing
 

project plans.
 

Prospects for Sustained Beneficiary Gains:
 

achievements
 

Data for estimating whether beneficiaries will sustain gains
 

into the future is especially soft. Analysis of SRI survey
 

data, based upon results up to the 1964/B5 fiscal year,
 

suggest a sustainability rate of roughly 58%. They also
 

suggest that the su=tainability rate was improving during
 

the years studied. If that improvement continued after 1985
 

one could expect that 65-75% of all beneficiaries might be
 

able to sustain their economic gains from PDP-initiated
 

activities.
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comments
 

This data needs to be interpreted realistically. 1007.
 

possible. Demographic,
sustairFabil ity rates are never 

cIl matic and economic changes affect the prospects for 

suotai ni ng project-i ntroduced activities. Some 

or die. Others, for many reasons,bcn!fficiari o' become i 1I 

They stop becausecease a projct-iiitiated activity. may 

II-3V made enougl profit from an ativity to try something 

ne?;) tlat is ever morre profitable. More importantly, PDP was 

If the project had limitedintended to be experimental-

greater
itself to "safe" activities it might have attained a 

sustainability rate but been less innovative. 

One other key point should be mentioned. SRI data 

was probably more
su ests tha t institutional performance 

than the behavior nf individual beneficiaries (orimportant 

their willin uess to persevere with a new activity' in 

whether an activity would be sutstained.deternininL 

ImMediate cessation of a PD-initiated activity or cessation 

sustainabilityafter time accouriLed for 1307 of all projected 

sustain an economicfai Iures. 22/ of projected fail ures to 

activity wfere due to immediate failure of the project. In 

must cases either the ammifmtal or pl ant Was dead on arri val or 

to the project were not 

and dinas improved their performance 

hu' necessary nput commence 

avai lab I e. (A- Fiappeda 

early projectthr immediate- cessation rate fell from 17% in 

v ,ars to 2% in the 1903--B5 period. 

recommendat i ons 

be gained from a well-planned smal l-scal e,MLIiC) could 

longitudinal study of a cross-section of beneficiaries from 

study might examine2-7 provinces and all 6 sectors. The 

people selected from SRI 's category of marginal benefi­

their project gains are sustained andciaries to see whether 

encourage their productivity in otherwhether project gains 

should take place in 19F.c3 and a 
areas. The first study 
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second 3-5 years later.
 

PDP'S IMPACT ON LOCAL INSTITUTIONS: BUILDING CAPACITY
 

There were four elements in PDP's efforts to build local
 

(1) improving institutional performance;
institutional capacity: 


(3) promoting(2) 	 increasing local management of resources; 

encouraoing institutionalinstitutional learning and, (4) 


describes PDP's institutional
innovation. Chapter Four 


The overal! picture is one of substantial, though
achievements. 


fragile, progress over 
the life of the project.
 

Improving Institutional Performance
 

achievements
 

best indicator of
Institutional performance is the 


POP's case, the question is did
institutional capacity. In 


local institutions improve 
at the achievement of project
 

goals. The evidence suggests that they did. The success
 

rate at targeting the rural poor climbed from 65% in 1978-01 

82% in 19783-85. The percentage of beneficiaries with ato 


gain fell by
low (less than Rp. 20,000) average annual net 


50% from the early to later project period.
niarly 


high (greater than Rp.
Similarly, the percentage with a 

2(1,000) average gain increased by nearly 50% over the same 

pPriod. Finally, the estimated number of beneficiaries able 

from 56% in the 1978-Ri period to 89%to sustain gains rose 


in the 1983-85 period.
 

comments
 

Institutional capacity is difficult to define and still
 

measure. The trend in the performance data is
harder to 


made it possibleencotragi ng. We know that project funds 

for local planning boards and dinas to acquire office 

We also know that PDP providedequipment and transport. 
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traifini, opportunities for observation of how projects were 

managed i n other provi noes, and the fti1rdrs fnr 

experi mr-rnL a i on and h and_-on experience with (level opm-rit 

planning and manaqement. It also provided Technical
 

Assistance with i.anagement anid operational skills that cntuld 

coritribiute to enhanced insti tutional productivity. Thi. 

makes the ar gLmein: that i mproved perf ormance r'Ipreserits 

irtr.r-eed institutional capacity all the more persu-.sive. 

Decentralization of Project Manaqement
 

achievements
 

PPr was supposer to encourage local capacity to plan and 

manage rural development. If we can show that the control 

of project activities and funds was decentralized over the 

project then progress has been made in this area of local 

capacity bu Iding. The share of total project funds 

Administered at or below the district level increased from 

64% in thr 1970/79-1982/83 period to 75% in the 19B3/64­

19R6/67 pmrind. The share of POP direct beneficiary impact 

suh-proje.i:ts manaFed at the district level or below grew 

from 763% in the first five project years to 907. in the last 

fntr years. This is a substantial devolution of project 

r--ponibi lity. 

comments
 

It would he interesting to know more about the.. source of 

pressure fo,- devoluti on of project management. Did the 

provinces come to recognize the value of decrntralizing 

control nf project activity to the District level and below 

or did it reqiire a major push by USAID and/or PANGDA to 

m=!.ke it hPppen? 

It shoti r h- noted that the devoliti on of project m-nagement 

racrnmpanipd a significant improvement in achievement of all
 

ernjoct b-neficiary impact goals. This indicates tht local
 

rnv-rnments have acquired many of the skills and resotrces 

nri-'€ary to effectively absorb increased mnagement
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responsibility for rural development. Of course, that
 

responsi 6ility would have to include control of adequate
 

financial resources as well as central and provincial
 

monitoring and other support.
 

Institutional Learning
 

achievements and comments
 

The evaluation also pointed to numerous examples of
 

institutional learning. Case studies of actions taken by
 

individual project managers or PDP staff illustrate what
 

"hey and their institutions have learned about project
 

planning and management. These subjective accounts of
 

changes in institutional performance would not be t rribly
 

meaningful iF they did not correlate well with improvements
 

in the project's beneficiary impact and with the devolution
 

of a growing share of project management to the district
 

level.
 

recommendations
 

Institutional learning is crucial to building institutional
 

capacity. However, skills and understanding gained can be
 

unlearned. Institutional memory is vital to sustaining
 

gains. As people move out of local planning agencies and
 

dinas the skills and working relationships learned in PDP
 

could be lost. Efforts should be made to ensure that
 

skills, techniques and approaches learned in PDP are
 

disseminated as widely as possible at every level of
 

government. One way to do this would be through report
 

writing, presentations and discussions between PDP staff,
 

arnd advisors, and key district and provincial government
 

personnel in every province. The exact format might vary
 

from place to place but steps need to be taken maximize what
 

can be learned from PDP successes and failures and these
 

need to be shared as widely as possible.
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Institutional Innovation
 

achievements
 

PDP was intended to encourage two kinds of innovations:
 

structural or systemic experiments that would increase the
 

capacity of institutions to plan and manage rural
 

development and sub-project innovations that improved
 

beneficiary targeting or increased beneficiary gains or
 

prospects for sustained gains. Structural innovations
 

include the creation of a system-wide planning system and
 

regional experiments in monitoring and evaluation.
 

Innovative beneficiary impact sub-projects are too numerous
 

to mention.
 

comments
 

PDP did encourage innovation, but the response to
 

opportunities for innovation varied considerably from
 

province to province. It is interesting that different
 

provincial Bappedas came away from national consultations
 

with very different ideas about how much freedom there was,
 

for example, to try new monitoring and reporting procedures.
 

Some observers have noted a decline in innovation in POP
 

over time. This seems a reasonable course for ,i project to
 

take, with mor,- innovation in the early and middle years,
 

and with greater attention to institutionalizing successful
 

practices during the later years of the project cycle.
 

SUSTAINING INSTITUTIONAL GAINS
 

It is still rather early to make judgements about which
 

elements of PDP's impact on institutional performance will be
 

sustained. It is possible though to note'what PDP practices have
 

has been
become institutionalized in PDP-assisted agencies, what 


adopted by other institutions, and what seems to have been done
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to promote or reduce prospects for sustaining institutional
 

gains. Generally, there is less cause for optimism about
 

prospects for sustained gains in institutional performance than
 

there is about any other aspect of the project.'
 

Institutionalizing PDP Practices and Programs
 

PDF can expect to leave behind planning boards that are
 

better staffed and equipped and whose role is better understood
 

by provincial and district executives and by local dinas. Many
 

local planning board will remain more willing and more able to
 

tailor programs to meet the specific needs of diverse villages
 

and socio-economic groups. It seems likely that technical
 

agenciesi that have cooperated with Bappeda in planning PDP
 

activities will continue some sharing of information and
 

coordination of development activity. Local and provincial
 

discussions of project proposals and progress will probably
 

continue to focus more on project impact and less on the physical
 

provision of project inputs than they did before PDF. These
 

incremental changes in practices are hard to document and easy
 

for observers to overlook but they are at least as important as
 

dramatic changes in policies or regulations.
 

FDF s impact on planning, monitorin-, and evaluation systems 

se'Fms Iess likely to be sustained. It seems unlikely that a 

sysLPt-wi de , operational, multi-year planning process or a 

monitoring and reporting system will come out of PDP. However, 

other donors and other project activities may benefit from, such 

PDP initiatives as, annual planning processes and from log frames 

attached to project proposals that improve project planning and 

management. 

A number of beneficiary impact sub-projects seem likely to
 

persist because local agencies have found them easy to operate,
 

Z. The downturn in the Indonesian economy and government's
 

declining oil revenues dampen prospects that the GOI will focus
 

on how to sustain gains made by PDP or how to move on with
 

properly funded, decentralized rural development.
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popular and cost-effective. Some provinces and district
 

governments or dinas have begun to contribute financially to PDP
 

activities and to take 
 steps to ensure their financial capacity
 

to meet some sub-project costs. Details are described in Chapter
 

Five.
 

Spread Effect
 

A number of PDP-initiated sub-project activities or PDP­

supported institutions have been adopted by other agencies or
 

gained support from and been expanded by foreign donors and seem
 

likely to persist. (See Chapter Five for details.) It would be
 

usoful to know more than we do about patterns and successes of
 

institutional emulation of PDP.
 

Implementation Lessons
 

Much can be learned from PDP implementation history about
 

what does and does not promote sustainability. It might be
 

useful to review thes, in point form. (See Chapter Five, pages
 

83-87 for details.)
 

Funding: Early funding levels were probably higher than
 

local institutions could effectively 
 absorb. The decision
 

to use "on top" financing and not to require local funding
 

from either Inpres or local revenues probably makes the
 

transition 
 to life without project funding more stressful
 

and PDP institutional gains less sustainable. The decision
 

not to reduce annual project funding as 
the project nears
 

completion as part of a transition strategy has also harmed
 

prospects for sustainability. Also it should be noted that
 

USAIDs reimbursement 
process would have been a better tool
 

for local institution building if the reimbursement
 

reporting requirements and monitoring results could have
 

been tied to future levels of local project funding.
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Training: Training has contributed considerably to PDP's
 

a clear overall training
institutional gains but the lack of 


notion of how training content and scheduling
strategy -- a 


fit with project goals and fit into the 
 project timetable-­

probably lessened PUP's institutional impact.
 

are
X Cost-benefit analysis: Sustainable activities 


how little infnrmation was
affordable ones. It is ironic 


gathered on the cost-effectiveness and uconomic rate of
 

return of project activities. Also it seems that few skills
 

project costs and benefits were provided as
in estimation of 


part of PDP. Inexpensive techniques for analyzing and
 

benefits will be essential for
comparing project costs and 


Later in
further gains in decentralized rural development. 


this Chapter I present some simple cost-benefit ratios for
 

POP's direct beneficiary %mpact activities.
 

POP expansion and coverage: In some provinces PDP may have
 

capacity
spread into new areas too quickly and diluted its 


to train staff and support institution building. In at
 

least one province, PDP's effort to 
"cover" every village in
 

were withdrawn
that extension services 


from old areas too quickly.
 

a sub-district meant 


for BANGDA: Ideally, this 

should have begun earlier and been done more intensively 

than it has been. BANGDA's oversight role has grown 

decade and the need to develop
 

Technical Assistance Support 


dramatically over the last 


management information systems and operating procedures that
 

its rural development role has
allow it to keep on top of 


grown apace.
 

a quick
Time Assumptions: Institution building is not 


process. PDP, like other such projects, has generally been
 

how quickly it could promote
over-optimistic about 


institutional change. 
 The unresolved stress between the
 

need for donors and central governments for quick results in
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aid projects and the reality that complex changes in
 

bureaucracies dealing with rural development occur gradually
 

and incrementally is a major dilemma for programs like PDP.
 

Recommendations for Promoting Sustainability
 

The following actions should be considered to promote the
 

sustainability of gains in institutional performance:
 

A study of the credit program aimed particularly at the
 

institutional questions: How close are we to an effective
 

operating procedure for establishing self-reliant rural
 

credit units? How much financial, technical assistance, and
 

other institutional support is needed to keep credit units
 

viable? Which provincial and local units may be viable'
 

What needs to be done to "save" those that are marginal?
 

Attention to more basic sociological questions would also be
 

useful: Who benefits from the kind of rural credit units
 

supported by POP? Who should be benefiting? What are the
 

social and economic goals of the rural credit program?
 

Careful attention should be given to how the multi-year 

planning systems developed by PDP and LGT-II might be 

combined to provide a useful tool for planning locally­

funded and external project funds at the district level. 

If, somehow, they could be used as a basis for new Regional 

Five-Year Plans (Repelitada) then the new planning process
 

might actually reduce the work load of local Bappeda while
 

increasing their effectiveness.
 

If Pappenas were willing to commit a portion of current GOI
 

PDP funding to PDP provinces for a transition period of 2-3
 

years then it might be easier to sustain some PDP-initiated
 

programs at the district level.
 

* 	 A key element in sustaining PDP gains will be efforts to
 

encourage local analysis of the costs and benefits of
 

various PDP activities. A short list of cost-effective
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activities in each district and province would provide a
 

basis for determining pri'irities for continuing sub-projects
 

and searching for funding.
 

Efforts should be made in the remaining months of PDP to
 

analyze, discuss, and publicize its achievements and
 

weaknesses. Like all decentralized, people-oriented rural
 

development programs, PDP does not easily attract the
 

attention of senior policy makers.
 

WAS PDP WORTH DOING?
 

That question can apprci..... d in a number uif ways. Did
 

beneficiaries profit from the program? Did local institutions
 

gain and retain skills and resources needed for offective rural
 

development? Did BANGDA acquire technology and resources that
 

will allow it to better perform its oversight rolf'? Was USAID's
 

and the GOI's money spent in ways that maximized achievement of
 

the project's social, economic, and institutional goals?
 

To the e:tent that this reviewer is able to answer that
 

question from those various perspectives the answer would seem to
 

be clear: PDP has been worth doing.
 

From an individual beneficiary perspectivu., a high (77%)
 

per-centage of relatively poor people increased their incomes. On
 

average -- including those who made no gain -- beneficiaries'
 

real net income grew approximately 11-18% per year. The
 

percentage reporting a gain increased over time. Non­

beneficiaries generally thought that beneficiary incomes had
 

improved relative to their own as a result of PDP. Finally, many
 

cases were reported of spread effect: of nun-beneficiaries
 

adopting income and employment generation or conservation
 

techniques initiated by PDP.
 

From the perspective of local planning boards and local
 

technical agencies much was gained. Training and study-travel
 

opportunities allowed their staff to gain much-needed skills and
 

to observe successful programs and practices in other areas.
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They benefited from technical assistance which encouraged
 

They added office equipment and
innovation in work practices. 


they needed totransport which provided them with the tools 

improve their performance. Most importantly, they gained 

and manage locally-sensitive ruralopportunities to plan 


to learn from rural development experience.
 

this picture of local institutional
 

development, 


The major cloud on 


is that after the flow of project funds ceases
development 


provincial and district governments may nof have the financial
 

development activities and retain
 resources to continue rural 


institutional capabilities.
 

PANGDA. However,
This evaluation did not explicity look at 


cear that DANGDA acquired training and new skills for its

it is 


to travel to the regions for

staff, increased opportunities 


to assistance,
consultation and monitoring, access technical 


equipment, and an opportunity 
to learn from project
office 


new responsibilities
experience. It also acquired a range of 


times, have caused headaches.
whirh may, at 


the donor and the GOT the important
From the perspective of 


with achieving goals and doing
questions about PDP have to do 


them in the most cost-effective way. 
 If beneficiary targeting
 

and economic gain achievements were significant, we still 
need to
 

achieve those
a cost-effective way to
know whethers PDP was 


gai ns. 

can only be answered by analyzing PDP's costs
That question 


to do this for
 
and benefits. The SRI HLousehold Survey attempted 


beneficiary impact sub-projects in the 1970/9-1984/5
direct 


that for this period, for every Rp.

period. Their estimate was, 


and spent on direct beneficiary sub-projects, POP
 100 budgeted 


in average, annual net gain. In
 
beneficiaries gained Rp. 69 


other words, PDP's direct beneficiary sub-projects 
yielded a 
rate
 

a
 
of return of 69% per year. Average rates of return varied from 


low of 50% p.a. in the fisheries sector to a high of 165% p.a. iti
 

These estimates weigh direct input

the small industries sector. 


projects against beneficiary gains.
costs of beneficiary impact 


as routine salaries or expenses

They exclude overhead costs such 


and evaluation sub-projects
in training, management,
incurred 


that are aimed at enhancing institutional performance. However.
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they indicate a very favorable rate of return that is all the
 

more remarkable because much of it occurred in the early years of
 

PDP, and presumably, under-reflects improving institutional 

performance. 

A calculation of cost-benefit ratios based upon total 

regional (provincial and local) PDP spending, rather than just
 

direct benefit sub-projects yields a .31 ratio. For every Rp.
 

100 spent, through the 1984-05 budget year on training, credit, 

evaluacion , monitoring, institution-building activities and 

direct income-generation sub-projects, PDP direct-impact sub­

project beneficiaries gained Rp. 31 in annual net real income. 

If those sorts of rates of return are even close to reality then
 

PDP has been a cost-effective means of creating rural employment
 

and generating income.
 

PDPEs costs per beneficiary have also been very low. More
 

importantly they have declined over the life of the project.
 

Total local (provincial and kabupaten budget) project costs per
 

beneficiary averaged Rp. 144,000 for the 1978/9-1986/7 period and
 

direct beneficiary sub-project costs averaged just Rp. 75,000 per
 

beneficiary for the same period. It should also be noted that
 

per beneficiary costs of direct impact sub-projects fell from Rp.
 

83,000 in the 1978/'9-1982/3 period to Rp. 75,000 in the 1983/4­

1986/7 period.
 

Even when we include total project GMI and USAID
 

expenditures for central administration, technical assistance,
 

equipment, training, monitoring, evaluation, and direct
 

beneficiary sub-projects, per beneficiary costs average less than
 

Rp. 250,000.
 

F3ettqeen 1978 and 1967 salaries and most other government
 

costs more than doubled. This makes PDP's success in reducing
 

the cost of reaching poor beneficiaries all the more impressive.
 

Gains in income and productive employment similar to those
 

reported by PDP are often much more expensive. Prosterman and
 

Riedinger rerort that recent World Bank estimates for an
 

industrial sector employment project in Indonesia are that it
 

will cost $10,000, more than 16 million rupiah, to create one
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job. World Bank transmigration project costs averaged more than
 

Rp. B million per family in 1979 and produced income gains not
 

dramatically higher than PDP.3 As an income or employment
 

generation project PDP would seem to be many times more cost­

effective than these other programs. 'shis is not a bad result
 

for a rural development program with central and local
 

institution-building responsibilities as well as productive
 

employment generation goals!
 

PDP AND INDONESIAN RURAL DEVELOPMENT
 

If this evaluation is correct then POP has made a
 

significant contribution to Indonesian rural development in the
 

eight provinces and 44 Districts where it has been operating.
 

Through beneficiary and institutioncl spread effect it may have
 

had positive impact far beyond its opeating areas and associated
 

institutions. It seems to provide a cost effective model of
 

rural development that touches at least relatively poor segments
 

of the populace. It does that a time when governments everywhere
 

are looking for ways to cut costs and yet deliver useful
 

services.
 

The critical question is will PDP's achievements, 

innovations, methods, and approaches be noticed by key decision 

makers in the Indonesian government and donor agencies? And if 

they are noticed will they be studied and used as part of an 

effort to forge an Indonesian model of decentralized rural 

development that reaches many of the poor? 

Despite its institutional and administrative complexity and
 

its problems with prioritizing goals, PDP has been -- in many
 

ways -- a successful experiment in decentralizing responsibility
 

for planning and managing rural development and productive
 

employment generation for the rural poor. Its lessons deserve
 

further attcntion. They may provide clues, not just for dealing
 

Roy L. Prosterman and Jeffrey M. Riedinger, "Indonesian
 

Development and U.S. Aid", Rural Development Institute Monographs
 

on Foreign Aid and Development, (No. 3, Jan. 1987): p. 35.
 

Ibid., p.45. And more recent costs are much higher.
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with the problem of rural poverty, but also, for coming to grips
 

whole range of public services
with problems of the delivery 3f a 


communities. Infrastructure
to rural, sometimes isolated, 


projects, environmental protection activities, the delivery of
 

many other government
agricultural extension services, and 


programs may benefit by emulating PDPFs efforts to promote the
 

and a focus or project and

decentralization of 	 management 


PDP has been a useful experiment. If

beneficiary impact. 


be focused on the p;-actical, operational lessons

attention can 


from PDP then it can ae a launching pad for something much more
 

valuable.
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