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GLOSSARY OF ACRONYMS ~Nl? ABBREVIATIOH§. 

IAnggaran Pendapatan dan Belanja Daerah' or regional budget. 

IAnggaran Pendapatan dan Belanja Nasional' or national budget. ,. 
.~ 

'Pembangunan Daerah' or regional 
stands for the Directorate General 

development. This acronym 
for Regional Development of 

the Ministry of Home Affairs (MOH). 

'Badan Perencanaan Pembangunan Daerah' 
Pl~nning Board w~ic~ exists at the 
(district) levels. 

or Regional Development 
provincial and kabupaten 

'aadan ?erencanaan ?e~bangunan National' or National Develop~ent 
Planning Agency~ 

I Badan K::edit Kecamatan' or subdistrict credit bodYe It is the 
name of t~e rural credit system under the PDP I in Central Java. 

:echnical Service ~.gencies at the provincial ana district levels. 

Governilient of Indonesia. 

Indonesian Fiscal Year. 

'Instruksi. Presiden I or presidential instrlJction. This acronym 
stands for a type of cer:tral gover!lment grant to local govern
ments c::a::neled throug:: tt:e l>1inistry of Home Affairs. The aim 
of the grant is to i?ro~cte more equitable development a!'i1ong re
gions in the country. 

A district, the primary subdivision of a province, comparable to 
a county or stire; headed by a Bupati. 

A subdistrict, the primary subdivision of a kabupaten, headed by 
a camat. 

Ministry of Finance. 

Ministry of HOMe Affairs. 

'Pendapatan Asli Daerah', provincial or district govep~~ntts 

income. 

'Pimpinan proyek' or project officer. 

'Program Pengembangan Wilayah KecamatanO or subdistrict area de
velopment program. It is a multi-sectoral subproject at sub
district level in central Java; headed by the Camat (Pimpro)$ 

'Pemerintahan Umum dan Otonomi Daerah I. 
general within MOH. 

It is a directorate 
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THE PROVINCIAL k.~EA DEiVEL()PZ.tENT PROGR.AU D!!?&J. 
PROJECT ASSISTANCE COHPLETION REPORT 

INTRODUCTION 

This Project Assistance completion Report on the Provincial Area 

Development Program (PDP) I surr.:narizl:s briefly the performance of the 

project including thf: provision of inputs, aChievement of outputs anQ 

purposes, and also addresses the issues 'flhich still need to be tackled 

after completion of the project. This report makE!S liberal use of a 

r~?ort. entitled LEARNING FRO~ PDP - EVALUATING THE PROVINCIAL AREA DE-

.... ·:::OPMENT PROGR.~_\l ""i;ict ",;as · .. :i:.t-e:1 :~y Jr. Ja:nes .schiller. A synoptic 

~aper entitled -RUral Jeve::~=en:. Stra:.egy: Learning from the Prov~ncial 

Development program- based C:1 ::i5 re;)ort "Nas presented at the PDP Na

t ional Conference conducted at Ga jah Mada Uni ve rsi ty in Apri 1 1988 and 

appeared in PRISMA magazine in December 1988. This paper is found in 

"~"ttachment III. to this report. 

This report also ut.:l::e~ a n~~ber of other reports and documents 

produced under the project, including evalUations conducted by Local 

Governments dnd other inst i tutions, consultants' reports, AID documents, 

etc. l·\ list of these publications is provided in Attachment I. All of 

these documents are available at the USAID/.~RD Office, and some of the 

more important documents are also available at the USAID Information Cen

ter. DAI consultants' reports are also available at the DA! Office in 

Ja kar.ta. In addition, a list of consultants contzactec under PDP I is 

presented in Attachment II. 

I. OVERVIEW OF THE PROJECT 

BACKGROUND. In the ~)70' s a number of Inpres and other programs 

were launched by the Central Government of Indon~sia (GOl) in order to 

promote more equal development between regions. However, those centrally 
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pl~nned development programs frequently failed to achieve their intended 

objectiv~s. As a result, a great proportion of the poor rural people 

were left untouched by government-sponsored deve.lo?mer.t programs. The 

PDP was initiated in 1976 in order to overcome this problem by promoting 

equity and decentralization of development administration to lower levels 

of governments. PDP was viewed as an experimental and innovative program 

by the GOI to search for a workable means of reaching and assisting the 

majority of the rural poor. The project '.-ias i~F'lemented in two phases; 

Phase I fro~ PI 78 to FY 81, and Phase II from FY 83 to PI 87. 

PG.?OSE.!::e t.hree inter-related purposes of the PDP I as stated 

.:.. :0 ir.crease the production and productive capacity of rural 

.;, . 

poor i 

~~ increase the capacity of local government agencies (BAPPEDAs 

='':-.:' )inases) in target areas t:; unde:take ann ual planning and 

plan, i~plement, monitor, and evaluate rural development 

a~tivities which increase the productive capacity and income of 

the rural poor; and 

3. to :.ncrease the capacity of central government agencies (BANG

DA) to support local government agencies in target areas to un

dertake the above activities. 

TARGET GROOP. The target group of the project \'/as comprised of 

the poor rural people in the distric;ts selected for project implementa

tion and selected government entities responsible for local development 

programs targeted on the rural poor. The rural poor in Central Java 

specifically identified by the Planning Board were the landless, near 

landless, and those with more moderate holdings, but situated on 

unproductive lands. In Aceh, the poor were defined as those wi~h 

sufficient land holdings, but whose production level was very low due to 

inadequate or poor agricultural technology. 
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TARGET AREA. In Phase I, the target area included six districts 

in Central Java; namely Demak, KudUs, pati, Jepara, and Remhang anu two 

dlstricts in Aceh namely Aceh Besa( and Aceh Barat. Phase II added two 

more districts in Central Java namely Blora and Grobogan and two dis

tricts in Aceh namely Aceh Selatan and Aceh Tenggara. Within each dis

trict a number of subdistricts and only selected villages receive project 

assistance. 

PROJECT INPOT. The ;J!:Qject inputs included funding for technical 

assistance, training, purchase of com~odities, and subprojects which were 

planned and implemented at the local level. Total AID funds actually 

ccm~itted for ~hese activities G~ring t~e project .ias $14.2 million. 

ADMINISTRATION. ~ .. ~ ~:-~~ ~e:::ral level, tht~ major USAID counter-

part was the Directorate G-ene:=.l for Regional Development (BANGDA) within 

the Ministry of Home Affairs (MOH}r assisted by the National Development 

Planning Board (BAPPENAS) and the Ministry of l~inance (MOF). In the 

earlier years of the project 3ANGDA was only a directorate under the 

Directorate Gene~al for Ge~e:al Ac~inistration and Regional Autonomy 

(PUOD) and was separated and elevate:: in statlls, due particularly to its 

performance in managing PDP I in 1982. At the local level, AID wor ked 

closely with the Provincial and District Governments, particularly the 

Regional Development Planning Boards (3APPEDA) and the relevant technical 

ser~ices (Dinases) at both levels. 

IIc CURRENT STATUS 

The PDP Grant and Loan Agreements were signed on september 29, 1977 

and on April 12, 1978 respectively'. The project assistance completi<)O 

date (PACD) was April 12, 1988 and the terminal disbursement date (TDD) 

was January 12, 1989. 
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A technical assistance contract with Development Alternatives, Inc. 

(DAI) was signed on June 23, 1978. The last voucher ... /a5 submitted to AID 

on April 20, 1988. A completed contractor release has not yet been re

ceived, but it is not anticipated that there \-/ill be any add.! tional 

r.laims. 

All participants completed their trainlng c'ourses and returned to 

the original positions in their institutions. A great proportion of -

~nese participants are still occ~?ying the sa~e positions and others have 

been ~oved to new or higher positions within or outside of their original 

institutions. 

:;:::e jeeps were procure:: ~:::jer the project; eight for utilization 

__ :.::e ::-rovincial level and o::e at tr:e central le'l,e1. Five of these ve

::icles are still being uS8d for projec:-related activities. 

:; total of 1,119 subprojects ;"ere completed in two provinces at a 

~a!Je of 15.92 billion rupiahs. Eleven subprojects in Aceh were rejected 

::r :ei~~ursement because they ~ere not completed as agreed upon. 

SinCe PDP was viewed as innovative and experimental in natu!:'e, 

evaluations and reviews were conducted relatively frequently. The fol

lowing evaluations were managed at the central level. In addition, sev

eral evaluations were conducted locally, in central Java and Aceh6 

A RIG/A/M audi t was conducted in 1987. The report made three re

commendations for developing measurable indicators towards the achieve

ment of project purpose, financial accountability, and for developing an 

order ly transfer of the project to the GO!. These audit recommendations 

have all been closed. 
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III. PROJECT ACCOMPLISHMENT 

". 

PROVISION OF INPOTS. In general, the pro:i=ct inputs were o~li';' 

vered satisfactorily, although at the beginning of the project the provi

sion of technical assistance and :nitial rele~se or: funds for subprojects 

from the central to local governments were delayed. These problems were 

addressed and correct.ed so that there was no ad'lerse effect on th-: pro-

ject as a whole. 

Inputs provided under the inoject included expatriate and local 

~ec t~i:al assistance, ove r seas anf incountry training, selected commodi -

':.:.e5 ::1:: e::::ui?r.,e~t, and fi::=:-.::' :1 ; for s;.:::::~:o j ec:.s. A t ot.al of 431 per-

son-~on~hs (pm) of techni:!: aSS :' 5tanCe was provided to local and central 

governments. This total inc:~~ej 12 5 pm of short-te rm technical assist

ance, comprising 35 expatriate and 9 dor;.estic consultants in various 

fields of expertise such as rural development planning and management, 

agriculture (foodcrops), agro-forestry, fisheries, small-scale indus~ 

trieS, information systems, :';:=...:.. credit, community development, train-

ing, and livestock. Attach;:;e,,: - ?!o·,'ic e s a list of consultants, their 

expertise and dates of service. The DAr Chief-of-Party (COP) was situa

ted at the central level and provided technical assistance to the Direc

torate General for Regional Development. Other consultants were attached 

to the BAPPEDAs in Central Java and Aceh. 

Approximately 800 government officials from the local and central 

governments and more than eight thousand subproject recipients were 

t rained. Train i ng occurred both incountry dnd abroad in var ious fields 

such as rural regional development planning, integrated rural develop

ment, community deVelopment, planning and information systems, and a num

ber of other special and technical fields. Of the government of f icials 

who received training, three obtained Masters degrees in the United 

States. Many of those people trained under the project are still assign

ed to PDP and others have been transferred to other offices/divisions to 

assume different or higher responsibilities. 
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project vehicles j;>urchased under PDP I in,-luded nine jeeps. Eight 

were utilized at the provincial level clnd the otller one at the central 

level. Five of these vehicles are still being UJEleO for project-related' 

purposes. 

ASslstan~i! for subproject financing provided partial funding of 

1,119 subprojects at a value of Rp 15.92 billion CUSAID contribution was 

a??roxi:nate~y Rp 9.105 billion) in the two PDP I pro'linces of Central 

Java and Aceh. Most of the subprojects were implemented by the ciistrict, 

some by the Subdistrict and the [est by the provinclal governments. The 

subprojects, which were responsive to local needs, £el1 into several dif-

:e:en: sec~o:s!s~bsecto:s such as foodcrops, livestock, fisheries, estate 

c:ops, a;Io-forestry, small-sca!e industries, trainin; aud administ~a-

tion. ~os: of these s~bprojec~s were aimed at increasi~g the productive 

capacity and incomes of the targeted rural poor, and others were aimed at 

increasing t~e administrative capabilit.ies of local 9C"it!rnments. 

D~:i~; the life of the project, the GOI made Loth cash and in-kind 

contr ibutions particularly for aCIT.inistrat ion, pl<ilnning, monitor lng and 

partial fina:1cing of subproject activities. The following illustrates 2. 

comparison between the AID and GOI contributions and the planned and ac

tual budgets as a whole. 
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project 
Elements Grant 

Planned2 : 

:ech . . h.ssist 4,450 
7::;:;.ining 450 
COffinodities 200 
St.:.::>projects 0 

~-.,... - '" . .V_Q. __ 5,100 

~ 
.;:-:..;=.:3: 

Tech. Assst ~,437 

Training 451 
Cc.:njiiodi ties 121 
SubprOjects 0 

rota:': 5,009 

. ~- -c"-'-;-

- a -

Planned va. Actual Badge~ 
<$000) 

...,. if , ;M;!4~ia .......--¥~ -

AID GOr.l 
Loan Central Local 

--->,;;g:- e~~ 

TOTAL 

we. .~:@ii+ <9·!l~M "0/---' -'m'''''' 

1,~53 1,500 1,500 8,903 
300 300 400 1,450 
150 1,100 1,000 2,-iSO 

10,597 9,600 6,600 26,797 

12,500 12,500 9,500 39,600 

1,347 834 1,527 8,145 
251 19 277 998 

a 120 1,392 1,633 
7,333 8,705 1,735 1 7 , 77 3 

8,931 9,578 4,931 -:-:: :: (~ ....... ,-"': .. 

-. ,"",<--' '- r;;--?e~-" " 
, ,-,---;;:;-~,,~"~ ·--a~~-l~ -. - .. . -. - •. -<'----

1. GO! cont ributions include: (i) technical asssistance 1 namely, pro
vision of office space in BANGDA and the BAPPEDAs of central Java and 
Aceh, salaries of full-time GOI counterparts at the central and pro
vincial levels, and travel and perdiem costs for full-time BANGDA 
counterparts; (ii) training, namely, additional allowances for all 
GOI participants and incount ry travel, perdiem, and taxes for out 
of-country training participants1 (iii) commodities, nlmely, procure
ment and rent of vehicles and purchase ot office furniture, equip
ment, and supplies at the central and local levels; and (iv) subpro
ject financing, namely, budgeted contributions by the central and lo
cal govemments for funding of subproject acti vil::ies. 

2. USAID. PDP I project Paper Amendment, p. 35. 

3. This reflects expenditures as reported in the MACS report of December 
31, 1988. 
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Planned verSllS Actual :Bmctget · 
PDP I - AID and GOI, 

(~SOOO) 

Thousands 
25~--------------'---------------~ 

20+-----------------------·----< 

16+-------------------------+ 

A ~ C/Grant AID/'-06n GOI/Centrel GOI/Local Total AID TotelOOt 

U::: :"] Pier-ned _ Actual 

Planned versus Actucil .",Budget 
PDP I - j~ID and GiOI 

(Perc:entage) 

GOI 
66.56 

AID 
44.44 

Planned 

AID 
. 48.83 

GOI 
61.17 

Actual 
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As can be seen from both the tubular and graphic presentatiuns of 

the PDP I budget, AID's actual disburoement of both grant and especially 

loan funds was less tha~ planned, Thid was prima r ily due to the increas! 

ing strength of the US dollar agains t che Indonesian rupiah. Ac the time 

the project was planned the rate was $1 ~ Rp 425; at the time this rep~lt 

was written the rate was appoximately $1 = Rp 1,730 J an 1ncrease of more 

than 400 percent over the past ten yl~ar s. 1'z,L; :-e .. ; . .l . . ted j n two deo~li9 a·~ 

tions of funds: one in May of 1987 of ~2.~7 million of ~oan funds ana I 

second in September of 1988 of $53 ( h(,) l,; i,a n,'; 0;' 10' .. 1 ( : ;,0.':1 " ild ~/"'. th(nj-

sand of grant funds. 

;a:e~ afte= the TDe. 

It should also be note"'; tha: the GO! contri!:)ucion, iilt ilOt.i-;h s.na.ller 

than planned (due in part to the ex:::hange rates mentioned above), ·~C - lIr, ,: i

tuted about 51.2 percent of the total actual budget. This level is slgn

ificantly above the required minimum host country contribution of 25 per-

cent. The Project paper Arnen~~ent (page 34) stated that GO! contribution 

during the secone phase cf ?:? : fro~ 1983 to 1987 would reach a l evel of 

at least 50 percent of total subproject costs. The GO I did not meet the 

anticipated 50 percent contribution to subptoject s during this period, 

L:lrgely due to the impact of lower world oil prices on gove:n- mental 

revenues. 

ACHIEVEMENT OF OUTPUT. The Project Paper Amendment classified 

three major categories of the project outputs, namely (i) completed sub

projects, (ii) improved capaci ty of local government, and (iii) improved 

capacity of centr~l government (BANGDA). The following is a summary of 

the project accomplishments. 

As stated earlier, a total of 1,119 subprojects \olere completed in 

the two PDP I provinces of Central Java and Aceh. These activities were 

valued at Rp 15.92 billion (USAID contribution is approximately Rp 9.105 

billion) • These subprojects were spread away among sp.veral different 

sectors, and implemented at different levels of government. Of the comp-

jmenustik
Best Available
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Java, those pac K,~ges '>J,";,~. dt":r~d to '-)~ 

agri':'.11tu ~e, f.:.od~J::op;:, ~r'.'d,:, tlJ\(l, live--

est!~ll3hm~~t. aasist~rce to rJor fa: 

of eels and tish C'l ~ •• at .. or, j,:1 pUblh: W'<H. ;: U i i iil i:< ed bre~c~ ,,: :licken rais

j,ng , ;.1ilase pru(.hwtio'"')~ :,i:\(iQ -~l r:':· 'Jr-ti:1t. ~'Jn~· or:: sea"vMt~r dist~llaticn for 

in Cer:: ral Java. three St;bprojects 

,.;~:'= .:onsicered o",tstandL;. Itese i.;ere ~;;e 9?K, the PPW:":: and the live-

stock (pa:::ticularly g(;a~s and sheep) sLlcpr:.jeccs. The SKK system has 

been 

be~!1 

replicated in o~her 

replicated in all 

prc..vinces in Indonesia. The PPWK system has 

~\.!bdist ric':.:; in CeLtral Java using APBD funds 

si:;ce 1983. This same system is bedng tested in the province of NTT. 

:'::a Ii vestock proliferati::: system, thoug:' not. yet replicated province

'",i=€, ::as shown goed ir.;pac': and ge ::1eratec a great deal of enthusiasm 

a;nong ceneficiaries. It is now one of the most popular s ubprojects in 

Central Java. 

:n Aceh, there were no subproject packages that were as .uccessful 

as those in Central Java. Among the more successful were the agricultur

al packages which included diversification, introduction of improved 

technology, and construction of irrigation networks. The embroidery and 

I rencong' traditional dagger production packages in the small- scale in

dustries sector also showed notable impact on beneficiaries' income. The 

subprojects that were not considered successful were the salt production 

and marine fishery subprojects. As in Central Java, lack of success was 

attributed primarily to insufficient technical support of the subproject 

recipients and/or inadequate feasibility studies. 

jmenustik
Best Available
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The rural credit system in Aceh in the earlier years failed due to 

an inappropriate administrative structure in that the Dinases were made 

responsible for distribution and collection of repayn;ent of loans. Be:: 

cause of this problem, Aceh adopt.ed the Centrfl Java BKK rural credit 

system "'.lere in the Regional Develop~nent aan k (B?D) administers the cred-

it program at both the provincial and district levels. In December of 

1988 there were 19 rural credit units, most of which were operating 

smoothly. It is believed that the rural credit syste~ in Aceh will con-

tinue to expane, provided that ioeal government continues its commitment 

to funding and supervision. 

I:: aedi.:::;:: to t.he re;:lic3.::':~ s·,;,:'p::::iject. packages, iffiproved plan-

oing an::: infor;;"at.~on syste::1s ·,.;e:::~ 2.;'38 :':1 place ;.:1 t:.e two provinces. 

The new PDP planning system was in~roduced by t~e Central Government and 

USAID to the local governments in 1983. An improved information system, 

which was one of the outcomes of the PDP National Conference conducted in 

ciloto in 1985 was adopted by the provinces im8ediately after the confer-

ence. Both o! t~ese systems are now ~~ pla:e and operational. 

Staff capability, particularly in planning and management of sub-

project activities at both the provincial and central levels, increased 

considerably due to the various training activities conducted and the 

technical assistanCe provided. The strong PDP ! technical assistance 

team and the various tr-ining activities discussed earlier contributed to 

the achievement of this project output. 

The rural poor orientatio~ of the project and the appOintment of 

BAPPEDAs at both the provincial and district levels to exercise authority 

in controlling the project funds had a very positive impact on strength

ening local government structural integration and coordination both ver

tically and horizontally. This was evident both in Aceh and more clearly 

so in Central Java. vertically, PDP I successfully delegated authority 

for planning and management of development from the central level to the 

provincial level and for some functions to the district and subdistrict 

levels. To a certain extent the thrust of decentralization even reached 

jmenustik
Best Available



- 13 -

down to the villages. Horizontally, with the coordination of the 

BAPPEDAs I the Dinases were able to better com:!lunicate and coordinate 

their activities, especially in achieving the mutual project purposes. 

ATTAINMENT OF PROJECT PORPO~;E. In 1981, at the end of PDP I 

Phase It an eVdluation was conducted on PDP I and rI. The gen~ral find

ings of the evaluation were: 

1. T!i'2 GOl: had demonstrated a genuine cor::mitnent to the program 

and i~s purposes • 

..:.. ::-.e::: ' .. a.:; a roe::,:: '-v .:larify the p::s;:a::\ c~ncept 0::0 purpose 

w:;~ =:::: s~eci~ic operational c~:ectives and priorities 

:-ega:ci::g area ~~cice, recipient (':::oi~~ c:1C subproject activi-

ties. 

3. There ~as e~idence that some subprojects had improved the pro

~~~;i~i;~ :~ tenericiaries and that i=;:ovements in production 

ha': ::0£:;.;: "le:y a::ec:ed incomes, ei!:::e!" directly, through em-

ploy~en; effects or through enhanced self-confidence and 

self-deter~ination. 

5. USAID I S ?articipation in PDP design. implementation, training 

and subproject financing had h"'lped build a base for further 

accomplishment es well as the potential realization of sustain-

able impact on both GOl institutional structures and targeted 

subproject beneficiaries. It was recommended that the PDP 

(Phase I) be extended for another four year period. 

Based on the 19B1 evaluation findings and recommendations, PDP I 

Phase I was then extended to a second pha~e; the PACD was extended from 

April 12, 1983 to April 12, 1988. In 1986 and 1987 two major evaluations 

were conducted on PDP I and II to measure PDP's impact on beneficiaries 

and institution building. Other smaller evaluations were also t:onducted, 

for example: comprehensive evaluations on the PDP I in central Java by 
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the Gajah Mada University (1986 and 1987), evaluation on the PDP credit 

component by DAI (1988), and the evaluation on the PDP planning system by 

Firman Aji (1988). ?he primary findings and conclusions are: 

1. Impact on beneficiaries. The project has had a significant 

-.... 

3. 

positive impact on beneficiaries. Its targeting success has 

been quite high, average real net beneficiary gain represents 

an 11-18% real increase in average annual household income for 

recipients reporting a gain, and the sustainabil ~ ty rate for 

beneficiary gains is an estimated 58%. 

':~e 91::nning and ;:;anage::lent 

capacity of lo=al institutions ~as i=?:cved tre=endously as 

measured by the district-level case st.;J~ies ill;Jstrating that 

local learning has oc~un:ed I and the nu:nerous innovative sub

projects and structural innovations initiated. 

os rt 0 l:mance. -- It appears 

at this early point in time that tte:e is less cause for opti-

mism about the prospects for sustained s;ains in institutional 

perfurmance, except in Central Java, than other aspects of the 

project because it requires a higher level intervention. 

4. Cost benefit. PDP was judged to be worth doing from the high 

percentage of relatively poor people who increased thei r in

comes as a result of the project and the many reported cases of 

non-benef iciar ies who adopted PDP's techniques; the technical 

assistance, equipment, and learning opportunities provided to 

local agencies and BANGDA; and the sub-projects very favorable 

rate of return. 

5. Spread effect. In addition to its significant contribution to 

rural development in proj€!ct provinces I PDP may have had a 

positive impact far beyond its operating areas and associated 

institutions. 
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The findings of the evaluation by P3PK of Gadjah Mada University in 

1986 of the central Java subprojects of fiscal 1980/81 and 1983/84 illus-
~ 

trate the significant i:npact of PDP upon the tatrgeted beneficiaries~ 

Summarized in brief the findings state that: 

1. Unemployment or semi-unemployment was reduced by increased 

utilization of famlly ma::power by an average of 90 hours per 

family a mont h. 

k. Subprojecc revo~vlng syste~s managed by memcers or targeted 

, -. 
in increasing family in~ome, and thac chis in~reased income ~as 

used for such t.hings as additions to capital, purchases of 

agriculturel imple!1:ents I payment of school fees, home repair 

and the 1:' r.e I ::-.e ... ~::.ue of: which ranged bet· ... een Rp7, 000- and 

~p83,00:- ~e: :e:~?~e::~. 

4. The con:nuni:y · .... as no: rel;.:ctant to make contributions to pro-

jects in the shape of funds, land or othe~ as~ets, valued at an 

average of Rp25,570-per household due to the de~onstrated posi-

tive in?act on inco~e of ?JP activities. 

A concrete example of the institutional impact of PDP I is the de

cision by the provincial governments or both Aceh and Central Java to 

provide funding to continue successful PDP acti vi ties beyond the PACD. 

USAID has been informed that the provinCial government of Aceh has pro

vided 80 million rupiah for IFY 1988/89 in order to continue PDP activi-

ties in that province. 

all prOVincial budget. 

annually from its own 

This amount is significant in terms of the over

Central Java has set aside 300 million rupiah 

budget since IFY 1982/83 and this share has in-

creased over that past years. Central Java will continue to use :nore 
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funds in this direction, both to continue activities in the PDP districts 

and to expand to a hew district, as indicated in the Central Java PDP 
.\ 

Workshop conducted in early April 1988.' 

3eginning in fiscal 1983/84, the Central Ja~: 3KK rural credit sys

tem financing was assumed by the Financial Institutions Development (FID) 

project. The FID project was developed on the basis of experience gained 

~~om related PDP activities in Central Java. The BKK also received soft 

loans f rom the Department of r inanee a:nounting tC 3 billion I:.!piah in 

fiscal 1980/81. This credit system was taken as a model by other prov-

inees, na:nely, Aceh which now has 19 units ~ Ben9Kulu, wi th 29 units; 

S::.:'::-. Kali:::a:1tan r ... i~:: 30 :.!:1its, 30 

:::ese four provinces o:.:tside Java are no~ ?:a~nin; :0 f~rther deve:=? the 

credit syste~ by ad~:ng funds and openins new units. 

The Central Java Subdistrict Area Development Project (PPff.<) has 

been adopted province-wide since IFY 1982/83. This province-'dide pro-

g:a:7., called IPP'f.':'C", ",'as i:i.plerr.ent€~d in 492 s:.:c::Estricts ',,;ith a total 

:';Jcset of 2,9 billion rupiah. In IFY 1988/89, t::e to~al budget and the 

number of subdistricts have increased to 3,3 billion rupiah and 502 s~b-

districts respectively. 

RIG/A/Manila reco~~ended devel0p.ilient of a plan for orderly transfer 

of PDP operations to the GOL (Audit Report: 1987). In the original and 

amended project papers, the PDP projects were specifically designed to be 

implemented within the existing govE!rmental system. This approach was 

intended to ensure that the lessons learned from the projects could be 

applied within the existing systems and to lessen or eliminate the prob

lems associated with turning over new systems or procedures created to 

the GOI upon completion of the project. This approach has proven to 

4. BAPPEDA 
GOI-AID 
gram in 

on the completion of 
lLrea Development Pro-

Central Java. Workshop proceedings 
Cooperation concerning the Provincial 

central Java. Semarang: April 1988, p. 3. 
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be appropriate and effective as shown by the indicators mentioned above, 

Central Java and Aceh having already allocated and are planning to con

tinue allocation of their Own funds to continu,", the PDP activities-in 

their respective provinces. 

'.'lith 10 years' experience in carrying out PDF, Aceh and Central 

Java now possess reliable infrastructures with which to attack rural pav

e rty, namely, improved staff and insti tu::ional capaci ty I improved plan-

ning in:o::::lation syste:::s, re?li::~ble subproject packages which 

have proved to be effective in increasing rural e:nployment and incomes. 

Central Java has shown strc7'lg indications that they are continuing cUr-

ren:. ?DP acciv:'t.ies and eve~ expa:lci:1g the::l to ~1 netll distri:::-. PDP re-

IV. ?OLICY ~ESSONS AND STRATSGY QUESTIONS 

Indonesia. The following is s;.:::-.::-.a;:: zeo :: rc:n t.he Schiller paper! 

1. The beneficiary and sub-projec~ selection process in future ru

ral development programs should be more rigorous and explicit. 

2. Much more needs to be learned about which sectors, kinds of ac-

tivities, and planning management approaches have worked in the 

project. 

3. A well planned and small-scale longitudinal study of a cross 

section of beneficiaries would be helpful. 

4. Efforts should be made to ensure that the skills, techniques, 

and approaches learned in PDP are disseminated as widely as 

possible at every level of government. 
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The PDP National conference conducted cooperatively by the Research 

Center for Rural and Regional Development (P3PK) of Gajah Nada Universi

ty, BANGDA, and USAID in April 1988 concluded the following: 5 

The Hational Conference I which has been appraised by 
the participants as sufficiently successful J focused on 
PDP as a development philosophy which shou.ld be exam
ined more carefully by both development planners and 
i~plementors in the country. As a de~elopment philoso
phy, PDP sets out to encompass a variety of reg ional 
development policies, and, as far as possible implement 
decentralization which aims towards regional autonomy. 
One policy implication of PDP philosophy is flexible 
lmplemetation of these programs w!:ich are ad:jnsted to 
the condi~ions ana aspirations of t~e cOffiffiunity in eac~ 
region. :! ea=~ of these p:o;:a~s '::le:ates' flex~~i

lity ana adj~stment to local :~~~i::cns and aspira
tions, :::eO cOffi.'TIUnity participa:ic:: a::c ;:ot~:orr-u? ?:a::
ning can truly be carried out. 

There is a suggestion to assign PDP more concretely as 
a system or model of development. Since PlOP as a de
velopment system or model has successfully provided a 
ve~icle for various equity progra~s, FD? supporters 
wish to realize the continuation cf the system or med
el, even if all of its funds co~e f:c~ regional or na
tional bueget. As a system, it in:::eea needs the sup
port of agencies which are capable of establishing ties 
between vertical and sectoral (national) agencies and 
local agencies in the regions. As a model, PDP can be 
studied by other regions which are interested in test
ing its application in their areas, although adjustment 
may be necessary. 

Finally I PDP can be accepted by all parties as an ap
propriate approach to development in which each region 
that plans to implement it must first 'understand' the 
typical problems of poverty and the economic and social 
disparities that it faces. Through this area approach, 
it is hoped that the (poor) community in a certain re
gion will undergo integrated development with the poor 
population as the primary target. In an area approach, 
the sectoral and cc,mmodity objectives wi 11 take second 
place, while ppople will be given priority. 

5. BANGDA, P3PK-UGM, USAID. Summary of Conference Findings, Conclusions, 
Suggestione, and Recommendations. Yogyakarta: 1988, p. 11 ~ 12. 
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PDP has gained wide attention from scholars and reseachers incoun

try because of its innov~tive and experimental aspects, for exz.~ple, its 

rural poor orientation, decentralization of project management, bottom-up 

planning approach, etc. In December. of 1988, the ?RIS!-lA Hagazine pub-

lished a volume (Number 45) which focused specifically on rural regional 

development experience in Indonesia. This special English Edition Volume 

of PRISMA contained eight articles, five of which dealt with PDP. 

V. POST-PROJECT !lONITORING "~"iD EVALUATION 

~ONrrCRING. in 

Cen::ral Java and Aceh will con::i:-.-.:" to be mon: :;;:~:: =:.: ':2;'.:J ar:d 3';'~1GDA 

during the remaining time of che ?J? II in 6 othe: ~:ovince3 ;?~:J of PDP 

II is December I, 1989). i3ANGJA has formed a National Supervisory Team 

under the USAIO-assisced Financial Institutions O,evelopment (FlO) pro-

ject. The team is responsible fo: ?:oviding guida~ce and supervision to 

local govern~ents on matte:s cc=ce:=~ng rural ~:e~~: i=s:i~~~i:~s estab

lished by both FlO and p~?6 

EVALUATION. A b';neficiary study of Aceh and Ce~t:al Ja';a ',.,ill be 

conducted in mid 1989 in conjunction with the final evaluation of PDP II 

in 6 provinces of Bengkulu, South Kalimantan, ~est Java, 3ast Java, Nusa 

Tenggara Barat (NTB) I and Nusa Teng~lara Timur (NTT). This evaluatioil, 

and other evaluations condUcted earl:iet concerning the PDP planning and 

financial systems, are in line with Audit recommendation No. 1 to improve 

the system for measuring progress toward the project's goal and pur

poses. (Audit Report: 1987). 

------000------

6. BANGDA letter to AID No. 050. OS/2:675/Bangda dated November 14, 1988 
concerning the National Supervisory Team of the Financial Institutions 
Development (FID) project. 
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Short Term 

1985 - 19186 
1986 - lS1e7 
1982 (shClrt-term) 
1982 
1982 
1982 



Attachment III 

RURAL DEVELOPMENT STRATEBY= 

LEARNING FROM THE PROVINCIAL DEVELOPMENT PROGRAM1 

Jl m Schii 11 er

USAID J.:!karta 

What have we learned from 10 years implementation of the 

Provincial Development Program? Does PDP provide some elements 

of a successful model for locally managed rural development that 

reaches segments of the population who would not otherwise share 

in the benefits of Indonesia's economic development? What PDP 

innovations and approaches can be applied to other development 

activities and to other institutional objectives? What policy 

options should the Government of Indonesia Dr the Ministry of 

Home Affairs consider that ffi\ght sustain or expand the kinds of 

institutional gains made under PDP and ather area development 

programs? What supporting role might foreign donors play? 

PDP has been a ten year long experiment in rural develDpm~nt 

and I hope that this conference will be able to begin to sort out 

what PDP tells us about institutional performance and needs, and 

about approaches, procedures, and syste~s fOI- equity- and area-

oriented rural development. This pape~ draws upon my synthesis 

of 1986-7 evaluations of PDP's benefici&ry and local (provincial 

and kabupaten) institutional iwpact to make 50me generalizations 

both about PDP's achievements and about the rural development 

strategy options PDP experience suggests. 

PDP is all ambi ti DuS and di verse rur-al development and 

institutiol-building effort with a wide range of target groups in 

Jakarta, in ei ght pravi nces and in 44 kabupJ:lten. By the end of 

the 1987/88 fiscal year PDP will have had a direct economic 

~ The ideas presented here are my own and do not represent 
the US Agency for International D~velopment or any other institution. 
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impact on more than 600,000 famil:les2 and an Jl.nsi:itutional impact. 

on more than 200 national, provincial and district agencies and 

organizations across Indonesia. ccmsists of 

thousands of small sub-projects operating in many different . 
sectors. Furthermore, it was intended that each region"s projects 

be tailored to local needs and opportunities. 

This diversity of operating conditions., t.at'get. 

populations, institutional actors and goals3 makes it hazardoUB 

to generalize either about PDP"s achievements or about the wider 

usefulness of locally successful approaches to rural development. 

I hope that this conference will carefully search for operating 

principles and policies that might allow central and local 

institutions to respond more effectively to Indonesia's diversity 

and complexity. 

It might be useful to begin our discussion by noting PDP's 

objectives. The 1978 PDP project paper states three goals: 

(1) To increase the incomes of the rural poor within 
the project areas. 

(2) To improve the capabilities of local government 
within the six participating prDvlnce~· to undertaka 
rural development activities which improve the 
productive capacity of the rural poor. 

(3j :c imprOVE the ::apabilities of the central 
governmen~ to support local government rural 
developme~t activities which impact on the incomes of 
the rural poor, 

2. This is probably a lew estimate. By the prDject termination 
date direct impact (income generating' Bub-projects will hAve 
reached approximately 400,000 famili~s. At least another 200,000 
borrowers will have benefited from credit Bub-projects. The 
600,000 figure does not count ben~ficiaries of training programs 
or indirect beneficiaries who may have found {~mployment because 
of· PDP small industries or irrigation projectsQ Nor does it take 
into account the consequences of spread effect: The emulation of 
PDP activities by nan-beneficiary neighborsa 

3 The diversity of project goals and lack of clarity about 
priorities, especially in the early days of the project, clearly 
had a negative impact on project achievement and sustainability. 

The number of provinces was later increased to eight. 



3 

Recent PDP evaluations, my own evaluation synthesis, and 

this paper deal only with the first ~nd second goal •• - I vlant to 

briefly examine PDP's beneficiary impact, then discuss the 

project's institutional achievements, and finally to pose some 

policy questions and options. 

PDP'S BENEFICIAR~IHPACT 

PDP was intended to reach IOH income rural households, to 

raise their incomes and provide reasonable prospects fer 

sustaining income gains after project assistance had stopped. It 

would be meaningless to say t~at PDP had improved institutional 

capability if it was not possible to make observations about 

institutional performance in meeting project goals. vIe can on1 y 

say th~t PDP was a successfel it resulted in cost-

effective, economic gains by low-income rural people~ 

We have considerable evidence about the socia-economic 

charac-teristics and reported income gains of direct PDP 

beneficiaries gathered in an SRI-implemented Household Surveyb -

of m~~e than 4000 beneficiaries of direct impact sub-projects 

funded T~cm fiscal year 197a/7~ through 1994/25. Evidence from 

the h2usehcld survey examines p~p's successes in three ~reas of 

achievement that contribute ~oward a strong positive impact: 

(A) targ~ting low income households; 
(B) producing income gains by beneficiaries and; 
(C) improving prospects for beneficiaries to sustain economic 

gains made under the project. 

5 However, it is hoped that discussion of rural development 
strategy will also touch upon the role that BANGDA does play and 
might need to play in initiati~g, monitor1ng and supporting 
eff~ctive, locally-based rural development. 

Unl ess other-wi se stated all stati s'l::.i cal data pr€~_~nted 
here is from the SRI Household Survey and applies only to dirert 
beneficiary impact sub-projects_ from 1978/79 throuah 1984/65. 
W:.ile there are obvious difficulties with precise measurement of 
income gains, ranking of beneficiaries by wealth and the lack of 
a control group for comparati ve pur·pose, the =iurvt=y does provide 
a thoughtful, systematic effort to tell us what has happened to 
project beneficiaries. 



Beneficiary Selectio~ 

My own analysis 

wealth/possession index (and 

based on 

compari~on 

a 

with 

study of SRI's 

Susen&s data on 

provincial consumption levels) makes it seem likely that betWEen 

56% and 88% of recipients of 

(bottom 50%) income group in 

PDP assistance were from the In~ 

their province. Beneficiary 

. targeting 5u~cess (as measured by SRI) may have been closer to 

8B'l. in many provinces but the SRI survey did 'not establish 

separate ownership norms on their possession index for individual 

provinces so we can not be certain. 

The beneficiary selection process was clearly, much more 

successful at targeting poor people in some sectors than it was 

in others. Livestock, Food Crops and Estate Crops sub-projects 

were most successful at reaching low-income people. It seems 

likely that 85-90% of their beneficiaries were from relatively 

poor households. Up to 40% of Small Industries and Small Scale 

Irrigation sub-project beneficiaries may havle been relatively 

well-off. Entrepreneurs and owners of easily irrigable land tend 

to be better off than other villagers. 

Economic Gains by Beneficiaries 

The average real annual net gain 

PDP assistance was Rp. 65,000. 

reported by recipients of 

It seems likely that this 

represents between 11% and 18% ceal, not inflationary, increase 

in average annual beneficiary household incomeo 23% of these 

surveyed reported zero earnings from their sub-project activity, 

while 24% reported increased earnings of more than Rp. 60,000. 

The average gain by those reporting a gain was Rpa 84,000& Thi5 

figure represents substantial rea.l gains ~h2 77% of recipients 

reporting a gain. It probably also slightly underestimates 

actual project net gain achievements bac8use of the time delay 

before estate crops corne into full production and be~.usB the 

survey ends with fiscal year 1984/85 activities. 

There was considerable variation in net gain achievement 

between sectors, between provinces, and between recipients who 

were continuing an activity and those starting a new activity_ 
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Small Industries and Small Scale Irrigation project3 yielded 

better average results than did the olher sectcrs.7 Small 

Industries gains were more than four and 1/2 times average gains 

in the food crops sector. LtJeBll thi ar., less densely populated 

provinces tended to generate greater (up to 4.5 times) average 

gains than poorer or less densely populated ones* 

survey data is t.hat One clear trend in the 

provinces which reported tht hlgh~.t AvaragH n~t gain tended to 

do less well at targeting poor pr;J!opl@. Ext:lEpt in/ Cent.r~l JAva. 

time in tArg~tlng the poor HEr@ .c~Dmp8nled by improvements over 

modest declines in average nat gain. 

It may be that activities which reach poorer people will 

generally yield lower rates of economic return. It is also 

possible that some more ecologiccilly and economically sustainable 

activities -- Bag. in estate crops will yield lower average 

net gains over the first years, but better 

sustainable) results in the long run. 

(higher and more 

Prospects for Sustained Beneficiary Bains 

Data for estimating wheth~r beneficiaries will sustain gains 

into the future is very soft. Analysis of SRI survey data, up to 

the 1984/85 fiscal year, suggests that 58% of beneficiaries were 

sustaining project introduced economic activities. They also 

suggest that the sustainability rate was improving during the 

years studied. If that improvament continued after 1985 one 

could expect that 65-75% of all beneficiaries might be able to 

sustain their economic gains from PDP-initiated activities. 

S =~R:..:I:.--_d=a~t~a=--_=5-=u:..:::gcg1.:e:::.;s=t.::::s~....;t:::.:h..:..:a:=., -=t_ . ........:i:!...!n~s-=t:.=ic.!t::..!u~t=.::...i .:;::0..:..:" a 1 oerf or munce WI!!S 
• 

probably more important than the behayior of individual 

beneficiaries (or t.heir wil1in.g:ness to p@rsH'!vere with 11 I'U?W 
, 

activity) in determining whether an activity would b~ Bustained. 

Immediate cessation of a PDP-initiated activity O~ ce~sation 

after time accounted for 80% of all projected sustainability 

failures. 22'l. of projected failures to sustain an economic 

activity were due to immediate failure of the project. In mast 

They also tended to cost more€ 



b 

cases either the animal Dr plant was dead on arrival Dr the 

necessary inputs to commence the project were ~Dt available. As 

Bappeda and din"!.§. improved their pf.Jrformance the It¥lIT'E'c:Hwt.fl< 

cessation rate fell from 17% in early project years to 2% in ~he 

1983-85 period~ 

PDP'S IMPHCT ON LOCAL INST~TUTXaNSI BUILDING CAPACITY 

There were four elements in PDP's efforts' to build local 

institutional capacity: 

(1) improving institutional performanca; 
(2) increasing local management of resources; 
(3) promoting institutional learning and; 
(4) encouraging institutional innovation. 

The overall picture is one af substantial progress over the 

life of the project. 

Improving Institutional Performance 

Institutional performance is best indicator of 

institutional capacity. In PDP's case, the question is did local 

institutions improve at their task of achieving project goals. 

The evidence from the SRI survey suggests that they did. The 

success rate at targeting the rural peor climbed from 65X in 

1975-31 to 821. in 1983-85. The percentage of beneficiaries with 

a low (l ess tha;) Rp. 20,000) average annual net gatn fell by 

nearly 501. from the early to later project period. Similarly, 

the percentage with a high (greater than Rp. 20,000) average gain 

increased by nearly 50% over the same period. Finally, the 

estimated number of beneficiaries able to sustain gains rose from 

56% in the 1978-81 period to 89% in the 1983-85 period. 

The trend in the performance data is encouraging. We know 
, 

that project funds made it possible for local planning boards and 

dinas to acquire office equipment and transports "J2 al so know 

that PDP provided training, opportunities for observation of how 

projects were managed in other provinces, and the funds for 

experimentation and hands-on experience with development planning 

and management. It also provided Technical Assistance with 

management and operational skills that could contribute to 



enhanceu institutional productivity. 

that improved performance represents 

c~pacity all the more persuasive. 

Decentralization of Project Management 

7 

This makes the argument 

increased institutional 

PDP was supposed to encourage local capacity to plan a~~ 

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 

building. The share of project funds admin:lstered at or below 

the district. level increased from 64% in the 1978/9-1982/3 period 

to 7S"/' in the 1983/4-1986/7 period. The portion of PDP direct. 

beneficiary impact sub-projects managed at the district. level Dr 

below grew from 78% in the first five project years to 90% in the 

last four years. This is a substantial devolution of project 

responsibility. 

It should be noted that the devolution of project manag~ment 

accompanied a significant 

project beneficiary impact 

governments have acquired 

necessary to effectively 

for rural development. 

Institutional Learning 

improvement in achievement of most 

goals. This indicates that local 

many of the skills and resources 

assume more management responsibility 

The evaluation also pointed to numer-ous examples of' 

institutional learning. Case studies of actions taken by 

individual project managers or- PDP staff illustrate what they and 

their institutions have learned about project planGing and 

management. These subjective accounts of changes in the w~y the 
. 

managers of local institutions perceived and carried wut their 
, 

tasks would not be terribly meaningful if they did not correlate 

well with improvements in the project's beneficiary impact and 

with increasing devolution of project management to the district 

1 eve!. 
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Institutional Innovation 

PDP was intended to encourage two kinds of innovations: 

structural or syst~mic experiments that would increase the 

capacity of institutions to plan and manage rural davmlopmant and 

sub-project innovations that 

increased beneficiary gains 

improved beneficiary targeting Q~ 

or prospects for ~ustained gains. 

Structural innovations include the creation of a system-wide 

planning system and regional experiments in ~onitoring and 

evaluation. Innovations in beneficiary impact sub-projects are 

too numerous to mention. 

Local responses to opportunities 

interesting that 

for innovation varied 

considerably. It is different provincial 

Bappedas came away from the sama national consultation with very 

different ideas about how much freedom there was, for example~ to 

try new monitoring and reporting procedures. Similarly, there 

seems to havQ been wide variation in how free kab~ca~en 8appedas 

or dinas thought they were to innovate in the provision of inputs 

or with planning or management procedures. 

SUSTAINING INSTITUTIONAL GAINS 

It is still rather early to make firm judgments about which 

elements of PDP's impact on institutional performance should be 

and will be sustained. It is possible thD~gh to note what PDP 

practices have become institutionalized in PDP-assisted agencies, 

what has been adopted by other institutions, and what seems to 

have been done 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. 9 

Institutionalizing PDP Practices and Programs 

B. The downturn in the Indonesian and international economy 
make it less likely that the Gal or a donor agency will focus on 
how to sustain gains made by PDP or h~w to move on with adequately 
funded, decentralized rural development. 



PDP can expect to leave behind planning boards that are 

better staffed and equipped and whose role is bett~r understood 

by provincial and district axecutives and by local dinas. Many 

local planning board will remain more willing and mora able to 

tailor programs to meet the specific n~~eds of diverse villages 

and socio-economic groups. Ie seems likely that technicaL 

agencies that have coopl!rat:ed wi th 13il1.1!Qeda in planning PDP 

activities will continue some sharint;;i of information and 

coordination ol 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 PDP. 

incremental changes in practices are hard to document and aasy 

for observers to overlook but they are at least as important as 

dramatic c:h~nges in policies c)r regulat.ions .. 

PDP's impact on planning, monitoring and evaluation systems 

seems less likely to be sustainerl. It seems unlikely that a 

system-wide, operational, multi-year planning process or a 

monitoring and reporting system will come out of PDP. 

other project activities may benefit frclm, such PDP initiatives 

as, annual planning processes and from log frame~ attached to 

project proposals that improve ~roject planning and management. 

A number of beneficiary impact sub-projects seem likely to 

persist because local agencies have found them easy to operate, 

popular and cost-effective. Some provinces and district 

governments or dina£ have begun to contribute financially to PDP 

activities and to take steps to ensure their financial capacity 

to meet some sub-project costs. 

Spre.!ad Effect 
I 

A number of PDP-initiated sub-project activities or PDP-

supported institution= have been adopted by other centr-al and 

local government agencies or have been taken up by foreign donor 

supported projects and seem likely to persist. It l<'dDul d be 

useful to know more than we do about patterns and successes of 

institutional emUlation of PDP. 
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COSTS AND BENEFITSI WAS PDP WORTH DOING? 

That question can 

targeted beneficiaries 

approached in a number of ways. Did the 

profit from the program? Did local 

institutions gain and retain skills and resources needed for 

effective rural development? Did BANGDA acquire skills an~ 

systems that will allow it to better perform its oversight rola? 

Was USAID"s and the Gal's money spent in ways that maximized 

achievement of the project's Isocia-economic and institutional 

goals? 

To the extent that this reviewer is able to answer that 

question from those various perspmctives the answer would Beem to 

be: Yes, PDP has been tr"irn-th doin~iJ .. 

From an individual beneficiary pHrspectfve, a ~igh 

percentage (77%} of relatively poor people increased their 

incomes. On average including those who made no gain-

beneficiaries' real net income grew 11-18% per year. The 

percentage reporting a 

beneficiarie~ generally 

gain 

thought 

increased c)ver 

that beneficiary 

Non-

incomes ha.d 

improved relative to their own as a result of PDP. Finally, many 

cases were repo~ted of spread 

adopting income and employme,~ 

techniques initiated by PDP. 

Local planning boards and 

effect: clf non-bene~iciaries 

generation 

local technical agencies also 

opportunities allowed their 

and to observe successful 

gained. Training and study-travel 

staff to gain much-needed skills 

programs and practices in other areas. They benefited from 

technical assistance which encouraged innovation in work 

practices. They added office equipment and transport ~hich 

provided th~m with the tools they needed to improve their 

performance. Most importantly, th~y gained opportu~ities to plan 

and manage 1 cH:all y-sensi t i ve rur ill deve 1 opment. , to 1 earn of rom 

experience. 

The major cloud on this picture of local institutional 

development is that after the flow of project funds ceases 

provincial and district governments may not haV2 the financial 

resources to continue rural development activities and retain 
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institutional capabilities. It would be unfortunate if • lack of 

central or local finances cau$ed local institutions to lose these 

skills and work pFactice5~ 
, 

This evaluation did not explicitly look at BANGDA. 

it is clear that BANGDA acquired training and new skills for its 

staff, increased opportunities to travel to the regions fo~ 

consultation and monitoring, access to technical assistance, 

office equipment, and an opportunity to learn from project 

experiences It also acquired a range of new responsibilitie5 

which may, at times, have caused headaches. 

From the perspective of the donor and the GOI the important 

questions about PDP have to do with achievin(~ goals and doing 

them in the most cost-effective way. I have already suggested 

that beneficiary targeting and economic gain achievements were 

significant. The quest! on that needs to ble asked i g has PDP 

found a cost-effective way to achieve those goals? That question 

can only be answered by analyzing PDP's costs and benefitse 

The SRI Household Survey attempted to do this for direct 

beneficiary impact sub-projects in the 1978/9-19B4/~·period. 

Their estimate was, that for this period, for every Rp. 100 

budgeted and spent on direct beneficiary sub-prcjects 9 PDP 

beneficiaries gained Rp. 69 in average, annual net gain. In 

other words, PDP's direct beneficiary sub-project~ yielded ~ rate 

o~ return of 69% per year. Avarage rates of return varied from a 

low of 507. p.a. in the fisheries sector to a high of 165% p~ao in 

the small These estimates Haigh direct input 

costs of beneficiary impact projects against b~neficiary gainsa 

They exclude overhead costs such as routinG! s~l ari€H5 or «!!xpensas 
• incurred in training, management, and evaluation ~:.mb-pn:jjectg 

that are aimed at enhancing Institutional perfarmance. However y 

• 
they indicate a very favorable rate of return that is all the 

~. 

more remarkable b~cause much of it occurred in the early yeDrs of 

PDP. and presumably, under-reflects improving institutional 

perTormanc:e. 

A calculation of cost-benefit ratios based upon tDtal 

regional <provincial and local) PDP spending, rather than just 

direct benefit sub-projects yields a .31 ratio. For every Rp .. 
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100 spent, through the 1984-85 budget year, PDP beneficiaries 

gained Rp. 31 in annual net real income. If those sorts of rates 

of return are even close to re~ality then PDP has been a very 

cost-effective means of generating rural employment. , 

PDP's costs per beneficiary have also been very IowA Hore 

importantly they have declined Clver the life of the project~ 

Total local (provincial and kablpaten 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 1 000 in the 1983/4-

1986/7 period. 

Even when we include total project GOI and U~AID 

expenditures for central administration, technical a5~istance, 

equipment, training, evaluation, and direct beneficiary sub-

projects, per beneficiary costs iiverage less than Rp. 250,000. 

Between 1978 and 1987 salaries and most other government 

costs more than doubled. This makes PDP's success in ~educlng 

the cost of reaching poor beneficiaries all the more impressive. 

Gains in income and pioct~=i:ive employm~nt similar to those 

reportpd by PDP are usually mu=h more expensive. 

Riedinger report 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 

job. 9 World Bank transmigration project costs averaged more than 

Rp. 8 million per family in 1979 and produced income gains nat 

dramatically higher than PDP.BO As an income or employment 
• generation project PDP would seem to be many times more cost-

effecti~e than these other programs. This is not a bad result 

fqr a rurdl development program with central and local 

institution-building responsibilities 

employment generation goals! 

85 well as productive 

9. Roy L. Prostermarl and Jeffrey M. Riedinger, "Indonesian 
Development and U.S. Aid", Rural Development Institute Hnnographs 
on Foreign Aid and Development, (No.3, Jan. 1987): p. 35. 

And more recent costs are much higherQ 
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PDP AND INDONESIAN RURAL DEVELOPf'1ENT STRATEGV 

If the evaluation findings are close to the mark then PDP 

"has made a significant contribution to Indonesian rural 

J
ldevelopment in the eight provinces and 44 districts where it has 

{been operating. Through beneficiary anci institutional spre~d 
\ effect it may have had positive impact fa.r- beyond its operating 

areas and associated institutions. It seems to provide a cost 

effective model of rural development that to~ches 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. 

However- , a decentralized, small-scale, program, trying to 

reach the rural poor, and operating in hundreds of villages 

spread across the country is not as "visible" to senior officials 

and foreign donors as a new dam or a change in legislation. The 

critical question is will PDP's achievements, innovations,; 

methods, and approaches (and tht::lse of other area development 

programs) be noticed by key dl=cision makers in the Indonesian 

government and donor agencies? And if they a~e notice~ will they 

be studied ant the lessons used as part of an effort to forge a 

coherent Indonesian strategy for decentralized rural development 

that reaches li1any of the peer? 

Despite its institutional and administrative complexity and 

it~ predictable problems with prioritizing goals, PDP has been--

in many ways a successful experiment in decentralizing 

responsibility far planning and managing rural development and 

productive employment generation for the rural poor. Its lessons 

not:. just for deserve further atte~tion. They may provide clues, 

dealing with the problem of rural poverty, but a190~ for coming 
, 

to grips with problems of the delivery of a whole range of public 

services i:.o rural, sometimes i sal.:d:ed , communitieso 

Infrastructure projects, environmental protection activities, the 

delivery of agricult.ural extension services, and many other 

government programs may benefit by emulating PDP's efforts to 

promote the decentralization of management and a focus on project 

and beneficiary impact. 
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Policy Lessens and 9trat~gy Quegtions 

What are the main policy lessons to be l~arned from PDP? X 

want to suggest what I think the data from PDP sUggEsts an~ what 

sort of strategy questions it poses. 

1. Decentral ization or d·elegation of reSOlJlrc:es and management 

can be made to work. Over the project lifetime much of the 

responsibility for management a nd planning has been moved 

from the provincial to the kabt.:~ten and kecamatan level 

with noticeable gains in institutional performance in such 

areas as: selecting beneficiaries, delivering appropriate 

products and extension services, and raising and sustaining 

growth in beneficiary incomes. 

We have numerous cases where similar activities carried out 

by local kabupaten management und~!r PDP and by· tti~hnical 

agencies under the lnpres programs .were more successful or 

less expensive when planned, coordinated a nd/or managed by 

the kabupaten. 

This suggests that regional 

cost-effectively if local 

government) 

which they 

were 

could 

gran'tad a 

us I!'! to 

development might be done moi'"@ 

Bapp~das (or the kabupmte~ 

pot of cent.r.ell y-provided funds 

negotiat~ with prDvinci&l and 

central agencies to implement development activiti es. 

2. Area development in which the leeml planning 'board 

controlled funds, and technical and sectoral agencies had to 

communicate with Bappe~a and' with each other, had much to do 

with the improvement in institutional performance. An 

important change which occurred over t.ime in m~ny PDP 

provinces and kabupate~ was greater attention by planners 

and by implementing agencies to the tailoring of packages of 

inputs to the needs of particular socia-economic groups, or 

economic or ecological conditionsc Anoth~r change was 

, . 
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dine!.§.. were 

cooperation 

leadership. 

intra-sectoral 

rewarded (by 

with each 

firea and 
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cooperation and communication as 

access to project funds) for 

other and with bappeda project. 

tart~et-group or'iented development 

encouraged decision makers to think more about the specific 

needs, wishes and opportunities of intended beneficiaries_I! 

It also encouraged them to plan and locat~ projects based on 

local needs. 

What happened under PDP lc"as 'somethi og 1 CE!5S than i nt.egrated 

rural development. Complete integration of development 

activities would require a weakening of institutional 

interests that is hard to imagine. It would also require 

technical and planning skills still in short supply at the 

kabupaten level. Finally, it would require effective 

communications between all the agencies involved in 

development activity_ The actual costs (in management and 

coordination time) of complete integration might outweigh 

the benefits. A more reasonable target would be to build 

more local coordination meet.ings into the local planning 

process and to shift funding control so that, as I suggest~d 

above, the bulk c-f gcvernlllent de'lelopme!nt activity is 

managed by the kdbupaten. 

3. Another key issue that needs more study and thought is 

beneficiary selection and participation by beneficiaries 

(and by the community> in determining projEct inputs and 

approaches. Clear., easily verifiable .... and mutually-agreed 

upon criteria for beneficiary selection (or non-select.ion) 

would ensure that a greater share elf resources wp-re 

channeled to the target group. 

Community participation is a. mor{3 difficult. problem. We do 

know that ~ommittees were established in home PDP villages

- for ~xample, in Central Java which involved some 

beneficiaries and community leaders in discussions about 

project implementation in their ~illage. There were also 

experiments such as the village motivator program in Nusa 
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Tenggara Timur which encouraged community participation. In 

a number of cases it was clear that villagers' sense of a 

project activity being done by and for the community helped 

to make a project more successful 

implement. LPSMsSS have helped PDP 

or less expen~Jve to 

to do that in some 

places. PDP training has also helped local institutions t~ 

communicate better with poor villagerls. We need to find 

ways to more often fogter that feoling that a project 

belong~ to the eommu~ity and the particlpant~ and i~ not 

something that outsiders require them to do. Involvement of 

experienced., "independent" LPSMs in the beneficiary 

selection or evaluation process may. be part of the answer. 

4. Although on the fa~e of it, PDP wa~ management-inten~ive, 

for local and provincial governments, for BANGDA, and for 

USAID, its flexibility, its intensive focus on training 

institutions, planning and monitoring activities did change 

the way that many officials and agencies thought about and 

performed their tasks. Activities Intended to str.ngt.hen 

local institut.ions and change t.he ,"say they p@r~eiv~ and 

perform their tasks will be management-Intenslv~. However, 

an incentive system that rewards provinces and kabupat.an 

wi ttl more funds linen the'Y' I earn to melet. ~gre.d upon cri t.eri a 

and reduces funds .. "hen Mon! t:ori~lg iruUcat.es t.hat. goals are 

not being met could short.en the period for which cantral. 

management and provinci.:!tl technical ;!!15ssist.am::e is require:d. 

For example, I understand that PDP's limited experience with 

block grants quickly resulted in improved planning 

5. 

• 
procedures. Local institutions and officials will respond 

to a well-planned incentive system. 

Small is 

in its 

kabupaten 

funding. 

, 

beautiful. PDP tried to disburse too many rupiah 

early years. It took time for provinces and 

to be able to effectively manag~ increased 

Planning, training, monltoring/ieimbursement and 

:l:l Private Voluntary Organizations •. 
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technical assistance played an important role in increasing 

the capacity of local institutions to effectively absorb new 

funds. New endeavors trying to operate :Ln similar fif!!lds 

would do well to start with ~mall funding leve16 and with a 

training program, planning 

assistance in place. 

and t.echnical 

6. The immediate problem of ~u5taining the institutional gains 

made by local planning boards and technical agencies. needs 

careful consideration. While some provincial and district 

funding has gone into PDP and PDP-like activities, given the 

present financial situation, 

finances can maintain the sort 

that now exists in some regions. 

there is no way that local 

of institutional momentum 

In the short term, thought 

might be given to the use of Inpres or other national funds 

to allow a gradual phase aut of central funding support for 

PDP activities. 

In the future, it would be useful to examine the possibility 

of dispensing some Inpres funds in a Manner that will 

encourage locally-managed and coordinated activitiese The 

GOl might want to experiment by linking some Inpres funds to 

exp~nditure from provincial and kabupaten buclgetse Other 

possibilities include linkages to, local revenue levels, 

success at carefully define!d project. It;JOells, and public 

participation.. Local project management. and self-reliance 
• will only work if local institutions have ~ufficient funding 

to effectively carry out. development. act.ivities. 

7. - A key question in sustaining or 

decentralized development activities 

what role can and should BANEIDA play? 

expanding the sorts of 

supported by PDP is 

How much information 

does BANBDA need to monitor PDP-like activities? How active 

should it be in prepa~ing guidelines for sub-project 

activities? The PDP experience suggests that much of that 
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task could be best done at the provincial level. However, 

it also suggests that BANGDA needs to be able to step in to 

see to it that mutually agreed upon guidelines are followed~ 

BANGDA may also need to play a role in disseminating 

!nformation on successes and failures between regions. 

B. The question of BANGDA"s role in promoting locally managed 

development leads on to the question of, coordination, 

liaison, policy coordination, analysis, and the coilection 

of good basic data Oil rural development in Jakarta. There 

is a p:--essi ng need f or a nat! onal Cm!nt.er or" un! t that trio ItS 

to bring together the principal actors (and possibly dono.s) 

in rural development. Something could be learned from 

experience of the Tim Koordinasi Proyek Pembangunan 

Prasarana Kota Terpadu which has been coordinating a number 

of activities in the urban dev~lopment field. Such a center 

could bring together decision makers fr"om BANBDA, PUOD, 

BANGDES, BAPPENAS, and the Ministry of Finance, and perhaps 

other age~cies to focus on policy issues. It could also 

contract with Indonesian universities and foreign donors to 

obtain the technical assistance it needed to do policy

oriented research and analysis. A Rural Dev~lcpmEnt Peliey 

Unit could help the various institutional actors involved 

understand the consequences of the numerous policy options .. 

It could also arrange to carry out and assess experiment~ in 

decentralization, open-management, fiscal and tax-sharing 

arrangements, training, planning and monitoring that will 

all be necessary to make the best possibl~ use of s~arce 

government resources. 

9. There are some key unresolved issues in thE~ PDP experience. 

Most of these have to do with choices between sDmetimas 

conflicting goalsc One example of thi~; is beneficiary 
-------- -- -- - . 

selection. Is it: better to reach p«:u:Jrer people or to 

maximize earnings by choosing beneficiaries on the basis of 

other success-oriented criteria? It would be advantage~15 / 
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to think through the beneficiary ~election process, define 

selection criteria much more clearly than has been done in 

the past, and require deviation from the salactlcn 

procedures to be explained. Universities and LPSMa could 

play an important role in clarifying project goals and more 

precisely defining criteria for exclusion or inclusion in a 

project. 

Another choice to be made is between rapid and slower but 

potentially mora sustainable growthe A number of PDP 

projects in the estate crop area wara Been as unsuccessful 

by the SRI evaluation because they took several 

begin yielding and beneficiaries reported no gain in income. 

A repeat evaluation some years later might find that th2 

recipients of tree crops continued to benefit long after 

other beneficiaries' income source had driad up. One should 

also add that tree crops and terracing projects may have 

general environmental benefits that accrue to the community. 

~Dr example, reduced topsoil loss and less flooding are geod 

for everyone. The question ~or policy makers is: de you 

wish to maximize present or futUre gain? 

**** 
Jakarta 
27 March 1988 


