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GLOSSARY OF ACRONYMS AND ABBREVIATIONS

'Anggaran Pendapatan dan Belanja Daerah® or regional budget.
‘Anggaran Pendapatan dan Belanja Nasional' or national budget.

'Pembangunan Daerah' or regional development, This acronynm
stands for the Diractoratke General for Regional Development of

the Ministry of Home Affairs (MOH).

'sadan Perencanaan Pembangunarn Daerah' or Regiocnal Development
Planning Board which exists at the provincial and kabupaten
(district) levels.

"

svpangunan National' or National Development

] 3 L5} o=
3adan Ferencianaan
-~

Planning Agencyes

redit Kecamatan' or subdistrict credit body. It is the
name of the rural credit system under the PDP I in Central Java.

Technical Service Agenciss at the provincial and district levels.
Government of Indonesia.
Indonesian Fiscal Year.

‘Instruksi Presiden' or presidential instruction. This acronym
stands for a type of central government ¢grant to local govern-
ments cranneled throuch the Ministry of Home Affairs. The aim
of the crant is to promcte more equitable development among re-
gions in the country.

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

A subdistrict, the primary subdivision of a kabupaten, headed b}
a Camat.

Ministry of Finance.
Ministry of Home Affairs.

'pendapatan Asli Daerah', provincial or district gover-ent's
income,

‘pimpinan Proyek' or project officer.

'Program Pengembangan Wilayah Kecamatan' or subdistrict area de-

velopment program. It is a multi-sectoral subproiject at sub-
district level in Central Java; headed by the Camat (Pimpro).

'pemerintahan Umum dan Otonomi Daerah', It is a directorate
general within MOH.
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THE PROVINCIAL AREA DEVELOPMENT PROGRAM (PDP) I
PROJECT ASSISTANCE COMPLETION REPORT

THTRODUCT 10N

This Prcject Assistance Completion Report on the Provincial Area

Development Program (PDP) I summarizes briefly the performance of the

project including the provision of inputs, achievement of outputs and

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

after complection of the project. This report makes liberal use of a

entitled LEARNING PROM PDP -~ EVALUATING THE PROVINCIAL AREA DE-

repore
vELOPMENT PROGRAM which was writ:zen oy Dr. James 3Schiller. A synoptic

raper entitled °®Rural Dsavelogment Strategy: Learning from the Provincial

Development Program®" bpased c¢n s report was presented at the PDP Na-
tional Conference conducted at Gajah Mada University in April 1988 and

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

zttachment III to this report.

mhis report also uctiliizes a number of other reports and documents

produced under the project, including evaluations conducted by Local

Governments and other institutions, consultants' reports, AID documents,

etc., A list of these publications is provided in Attachment 1. All of

these documents are available at the USAID/ARD 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 DAIL Office in

Jakarta. In addition, a list of consultants contracteé under PDP I is

presented in Attachment II.

I. OVERVIEW OF THE PROJECT

BACKGROUND. In the .370's a number of Inpres and other programs
were launched by the Central Government of Indonesia (GOI) in order to

promote more equal development between regions. However, those centrally



planned desvelopment programs frequently failed to achieve their intended

objectives. As a result, a great proportion of the poor rural people

were left untouched by government-sponsored develcpment 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

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

jority of the rural poor. The project was implemented in two phases;

by
]
Phase I fron FY 78 to FY 81, and Phase II from 7Y 83 to 7Y 87.

hree inter-related purposes of the PDP I as stated

In ANNZZ 2 cf 2ne 232 Project Paper Ameninent were:
i. 0 increase the production and productive cagacity of rural
poor;

2. 2 increase the capacity of local government agencies (BAPPEDAs
~Zi Dinases) in target areas to> undertake annual planning and
z: plan, ixplement, monitor, ané evaluate rural development
activities 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 GROUP, The target group of the project was comprised of

the poor rural people in the districts 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 vere the landless, near

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

unproductive lands. In Aceh, the poor were defined as those wich

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 Rembanyg and two
Phase II added two.

districts in Aceh namely Aceh Besar and Aceh Barat.

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

tricts in Aceh namely Aceh Selatan and Aceh Tenggara. Wwithin each dis-
trict a number of subdistricts and only selected villages receive project

assistance.

PROJECT INPUT. The oroject inputs included funding for technical

assistance, training, purchase of commedities, and subprojects which were

planned and implemented &t the local level. Total AID funds actually

onmitted for these activitiss during the project was $14.2 millicon.

Q

ADMINISTRATION, 2= ==z gzanzral level, the major USAID counter-

part was the Directorate Gsnerzl for Regional Development (BANGDA) Wwithin

{MOH), assisted by the National Development

the Ministry of Home Affairs
planning Board (BAPPENAS) and the Ministry of Finance (MOF)., In the
3ANGDA was only a directorate under the

(0

earlier years of the projec

nirectorate General for Generzl Adninistration and Regional Autcnony

PUOD) and was separated and elsvated in scatus, due particnlarly to its

in 1982, At the local level, AID worked

[}

—

performance in managing PDP,
closely with the Provincial and District Governments,
Regional Development Planning Boards (BAPPEDA) and the relevant technical

particularly the

services (Dinases) at both levels.

II. CURRENT STATUS

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

and on April 12, 1978 respectively. The project assistance completion

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

was January 12, 1989.



A technical assistance contract with Development Alternatives, Inc.

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

on April 20, 1988. A completed contractor release has not yet been L€~
Ceived, but it is not anticipated that there will be any add.tional

claims.

their training courses and returned to

(13
Q
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stitutions.,

¥ins dseps were procursi under the proiject; eight for utilization
2t 22 provincial level and cns at the central level., Five of these ve-
nictlies are still being used for projeci-related actlvities,

%4 total of 1,119 subprojects were completed in two provinces at a

FeY

vzlue of 15,92 billion rupiahs, Eleven subprojects in Aceh were rejected

v awT

:r rezimbursement because they wsre not completed as agreed upon.

Py

S5ince 2DP was viewed as innovative and experimental in nature,

evaluations and reviews were conducted relatively frequently. The fol-
lowing evaluations were managed at the central level. In addition, sev-

erzl evaluaticns were conducted locally, in Central ava and Aceh.

A RIG/A/¥ audit was conducted in 1987. The report made three re-
for developing measurable indicators towards the achieve-
financial accountability, and for developing an

commendations
ment of project purpose,

orderly transfer of the project to the GOI. These audit recommendations

have all been closed.
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n Cruz, Chairil Rasahan, Sri
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jadi, Soesiladi, Scewaji.

ch e -

Jack Duckesbury, Christopher James.

Firman Aji.




III. PROJECT ACCOMPLISHMENT

-

PROVISION OF INPUTS. 1In general, the project inputs were c2li-

vered satisfactorily, aithough at the beginning of the project the provi-
sion of technical assistance and initial release of funds for subprojects

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

addressed and corrected so that there was no adverse effect on the pro-

ject as a whoie.

Inputs provided under the project included expatriate and local

nf incountry training, selected commodi-

ects, A total of 431 per-

3 f£or sukpro
tznce was provided to local and central

governments., This total inclicded 125 pm of short-term technical assist-

ance, comprising 35 expatriate and 9 domestic consultants in various

fields of expertise such as rural development planning and management,

agriculture (focdcrops), agro-forestry, fisheries, small-scale indus-
tries, information systems, ruzzl credi:t, ccmmunity developmeni, train-

ing, and livestock., Attachmen:z I provides a list of consultants, their

5
expertise and dates of service. The DAI Chief-of-Party (COP) was situa-
d at the central level and provided technical assistance to the Direc-

Other consultants were attached

te
torate General for Regional Developnent.

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
trained. Training occurred both incountry and abroad in various fields
such as rural regional dJdevelopment planning, integrated rural develop-
ment, community development, planning and information systems, and a num-
ber of other special and technical fields. Of the government officials
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.



-7 -
Project vehicles purchased under PDP I included nine jeeps. Eight
were utilized at the provincial level and the other one at the central

level. Five of these vehicles are still being used for project“relateé

purposes.,

Assistance for subproject financing provided partial funding of
1,119 subprojects at a value of Rp 15.92 billion (USAID contribution was

avproximately Rp 9.105 billion) in the two PDP I provinces of Central

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

some by the subdistrict and the rest by the provincial governments. The

cts, which were responsive to local needs, fell into several dif-
estate

ubpr

O

je

(]
e

-

sec=ors/subsectors such zs foodcrops, livestock, fisheries,

Iy

€l

[11]
i
{r
[

and administra-

[$]

rops, agro-forestry, smallescale industries, training

tion. Mos: of these subprojects were aimed at increasing the productive

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

increasing the administrative capabilities of local gcvernments.

During the life of the project, the GOI made both cash and in-kind

-
[ 94

centributions particularly for aéministration, planning, monitoring and

partial finaancing of subproject activities. The following illustrates a

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

tual budgets as a whole.
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Planned vs. Actual Budget

($000)
Project AID gort TOTAL
Elements Crant L.oan Central Local
Plannedzz
Tech, Assist 4,450 1,453 1,500 1,500 8,903
Training 450 300 300 400 1,439
Commodities 200 150 1,103 1,000 2,430
Subprojects 0 10,597 9,600 6,600 26,797
Total: 5,100 12,500 12,500 2,500 39,500
L::‘a;3:
Tech. Assst 4,437 1,347 834 1,527 8,145
Training 451 251 19 271 998
Commodities 121 0 120 1,392 1,633
Subprojects V 7,333 8,705 1,735 17,773
Total: 5,009 8,931 9,573 4,931 23,343
1. GOI contributions include: (i) technical asssistance, namely, pro-
vision of office space in BANGDA and the BAPPEDAs of Central Java and
Acen, 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 incountry travel, perdiem, and taxes for out
of-country training participants; (iii) commodities, nzimely, procure-
ment and rent of vehicles and purchase of 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 governments for funding of subproject activities.
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 versus Actual Buicg
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As can be seen from both the tabular and graphic presentatiunsg of
the PDP I budget, AID's actual disbursement of both grant and especially

loan funds was less thar planned. This was primarily due to the increas-

ing strength of the US dollar against che Indonesian rupiah. At the time

the project was planned the rate was $l = Rp 429; at the time this repoit

was written the rate was appoXimately $l = Rp 1,730, an increase of nore

than 400 percent over the past ten years, 7This resu’ted in two deodliga-~

ng of funds: one in May of 1987 of 42,27 million of .oan funds ané a

second in September of 1988 of $53 thousand of loi1 {Ings »ad 8§79 thou-

nd of grant funds. An

e GOI contribucion, &ltuoush s

- -
- L

[+Y)

It should also be notel tn
than planned (due in part to the exchange rates mentioned abecvel,

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

ificantly above the required minimum host country contribution of 25 ¢

ent., The Project Paper Amendment (page 34) stated that GOI contribution

o 1383 to 1987 would reach a lasvel of

0O

ng the second phase cf 27 I

[

ur

[e ]

at least 50 percent of total subproject costs. The 301 did not meet the

anticipated 50 percent contribution to subprojects during this period,

largely due to the impact of lower world il prices on govern- mental

revenues.

ACHIEVEMENT OF OUTPUT. The Project Paper amendment c¢lassified
namely (i) completed sub-

three major categories of the project outputs,

projects, (ii) improved capacity of local governmenk, and (iii) improved

capacity of central government (BANGDA). The following is a summary of

the project accomplishments.

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

the two PDP I provinces of Central Java and Acech. These activities vere
valued at Rp 15.92 billion (USAID contribution is approximately Rp 9.105

billion). These subprojects were spread avay among several different

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

BEST AVAILABLE
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leted subprojects in Centxal Java, those pacxages oua'eidered to de

sucgessfui were in .ntegrated agricultuce. foodarops preda.tion, live-
stoek proliferatioa, fish-pond estaklishmeat. assisteras L0 [IOY far
wilies, skills training, subdistzict area Jevelnpmaent (PRPWK) . :ad the ru-
ral credit {8KX!. The subrrojects nct ouasics sl successful were those

snd fish cil. .at.en in public wavers, wixed breed ~hicken rais-

ing, siiase production, land ~oneervation; an? sea-watar distillatien for
ucess wis orten attrihubed to insufficient

odect s recinienis aad/or inadeguate feasi-

~2 ene guccessful sozorotachts in Cenoral Java three subprojects
~zzz consicdered outstandinz. These were the BXX, the PPWK and the live-
I

stock (particularly goats zand sheep) subprrjeccs. The BXKX system has

in other provinces in Indonesia. The PPWK system has

1
licated in all subdistricts in Cerntral Java using APBD funds
3

3. This same system is being tested in the province of NIT.

Tmz livestock proliferatizn system, though not yet replicated province-

“ide, =zs shown good impac: and generated a great deal of enthusgiasm

he most popular subprojects in

123

among bensficiaries. It is now one of
-]

in Aceh, there were no subproject packages that were as successful

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
‘rencong' traditional dagger produciion 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.

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 repayment of loans. Be-~
cause of this problem, Aceh adopted the Centrel Java BXK rural credit
system w.aere in the Regional Development Bank (BPD) administers the cred-

it program at both the provincial and district levels. 1In December of

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

smoothly. It iec helieved that the rural credit system in Aceh will con-

O iy %

tinue to expan¢, provided that ioczl government continues its commitment

to funding and supervision.

in ect packages, improved plan-

- N - & T A A 4
In addizicn to the regli

£

ning ani inforration sSystems werz zls 1 place in the two provinces.

The new PDP planning system was intrcduced by trhe (entral 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

iloto in 1985 was adopted by the provinces imnediately after the confer-

.,
o]

nd operational.

[¢1)

th
T

nce. Both of these systems are now in place

(113
18]

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 I technical assistance

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

the achievement of this project output.

The rural poor orientation 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

BEST AVAILABLE
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to the Horizontally, with the coordination o¢f the

the Dinases were aple to better

down villages.

communicate and coordinate

.

BAPPEDAS,
their activities, especially in achieving the mutual project purposes.
at the end of PDP I

OF PROJECT PURPOSE. In 1981,

ATTAINMENT
T

Phase I, an evaluation was conducted on PDP I and II. The genaral find-

-

ings of the evaluation vere:

e

had demonstrated a genuine comnitment te the program

]
]
=4

GO

and its purposes.

12

larify the prcgrzn concept and purpose

D P -

ties,

3, Thers wzz avidence that some subprojects had improved the pro-
goctivizs 2% zensficiaries and that imcrovements in production
nal pcsitively a2fiscted incomes, either directly, through em-
ployment effects or through enhancsd self-confidence and

5, USAID's participation in PDP design, implementation, training

and subproject financing had helped build a base for further

accomplishment as well as the potential realization of sustain-

able impact on both GOI institutional structures and targeted

subproject Leneficiaries. It was recommended that the PDP

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

recommendations, PDP I

Based on the 1981 evaluation findings and

Phase I was then extended to a second pharce; the PACD was extended from

Aapril 12, 1983 to April 12, 1988. 1In 1986 and 1987 two major evaluations

were conducted on PDP I and I1 to measure PDP's impact on beneficiaries

and institution building. Other smaller evaluations were also conducted,

for example: comprehensive evaluations on the PDP I in Central Java by

2

Spimoret

-
-~



the Gajah Mada University (1986 and 1987),
component by DAI (1988), and the evaluation on the PDP planning system by

~ 14 =

evaluation on the PDP credit

-

Firman A3i (1988). The primary findings and conclusions are:

1.

Impact on beneficiaries, The project has had a significant

positive impact on Dbeneficiaries. 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 sustainability rate for

beneficiary gains is an estimated 583,

Impact cn insSCiltUnisna. CEcacll

capacity of 1loczl institutions reved tremendously as

t=level case studies illustrating that

measured by the distric
local learning has occurred, and the numercus 1innovative sub-

projects and structural innovations initiated.

institutionz]l oerformance. It appears

Prospect for sus:tained

at this early pcint in time that thsre is less cause for opti-

mism about the prospects for sustained ¢gains in instituticnal

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

project because it reguires a higher level intervention.

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

percentage of relatively poor people who increased their in-
comes as a result of the project and the many reported cases of
non-beneficiaries 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.

Spread effect. In addition to its significant contribution to

rural develeopment in project provinces, PDP may have had a

positive impact far beyond its operating areas and associated

institutions.

1 \({}
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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 impact of PDP upon the targeted beneficiaries,

Summarized in brief the findings state that:

)

ta)

Unemployment or semi-unemployment was reduced by increased

utilization of familvy manpower by an average of 90 hours per

<

family a mcnth.

menters of targeted

e =]

nerease in community dynamism,.

nzi = positive impact

rsased income was
used for such things as additions to capital, purchases of
payment of school fees, home repair

[
p
)
g
'...J
o
3
@
w3
(r
115}

agriculturs
=z vzlue o¢f which ranged betwsen Rp7,000- and

Le
L]

and

283,000~ g=r reciziznt.
not reluctant to make coniributions to pre-
jects in the shape of funds, land or other assets, valued at an
average of Rp25,370-per housenold due to the demonstrated posi-

tive impact on income of 2DF activities.

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

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

provide funding to continue successful PDP activities 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. This amount is significant in terms of the over-

all provincial budget.

Central Java has set aside 300 million rupiah

annually from its own budget since IFY 1982/83 and this share has in-

creased over that past years,

Central Java will c¢ontinue to use more



funds in this direction, both to continue activities in the PDP districts

and to expand to a new district, as indicated in the Central Java PDP

-

4
workshop conducted in early April 1988.°

Beginning in fiscal 1983/84, the Central Java BKK rural credit sys-
tem financing was assumed by the Financial Institutions Development (F1D)

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

srom related PDP activities in Central Java. The BXX also received soft

rupiah in

fod -

loans from the Department of Finance amounting t¢ 3 billion
fiscal 1980/81. This credit system was taken as a model by other prov-
Aceh which now has 19 units; Bengkulu, with 29 units;

ntan wich 30 units and %YNuss Tencgara Barat, 2323 units.
4 ’ Pl

The <Central Java Subdistrict Area Development Project (PPwWK) has
been adopted province-wide since IFY 1982/83. This province-wide pro-
o, called 'PPWKT', was implemented in 49I surdistricts with a total

adget of 2,9 pillion rupish. In IFY 1988/89, the total budget and the
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number of subdistricts have increased to 3,3 billiion

districts respectively.

RIG/A/Manila recommended development of a plan for orderly transfer
of PDP operations to the GOI. (Audit Report: 1987). In the original and
amended project papers, the PDP projects were specifically designed to be
implemented within the existing govermental system. This approach was
intended to ensure that the lessons learned from the projects could be
applied within the existing systems and to lesgen 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 Central Java. Jjorkshop Proceedings on the Completion of
GOI-AID Cooperation concerning the Provincial Area Development Pro-

gram in 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 continue the PDP activities -in

their respective provinces.

With 10 years' experience in carrying out PDP, Aceh and Centrtal

Java now possess reliable infrastructures with which to attack rural pov-

s

erty, namely, improved staff and institutional capacity, improved plan-

ning and information systens, and replicable subp

oject acxk

-

A

ges which

s
[$]

e

have proved to be effective in increasing rural employment and incomes.

&

»

Central Java has shown strong incdications that they are continuing cur-

renz PDP activities and even zxpanding them to a new districz, PDP re-
golTs in Acsn =2re lsss conclisives =23 only Fp T million o local funds
wa2re allocazzi for continuing 2% =zctivities.
1v. POLICY LESSONS AND STRATEGY QUESTIONS

L numoer of lessons nave zzsn Lsaznel from the exscutizn of PDP in

Indonesia. The following is summarized Zrcm the Schiller paper:

1. The beneficiary and sub-proisct 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 apprcaches have worked in the

project.

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

section of beneficiaries would be helpful.

4, Efforts should be made to ensure that the skills, techniques,
and approcaches learned in PDP are disseminated as widely as

possible at every level of dovernment.
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The PDP National conference conducted cooperatively by the Research
Gajah Mada Universi-

Center for Rural and Regional Development (P2PK) of

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

The Wational Conference, which has been appraised by
the participants as sufficiently successful, focused on
PDP as a development philosophy which should be exam-
ined more carefully by both development planners and
implementors in the country. As a developmant philoso-
pny, PDP sets out to encompass a variety of regicnal
development policies, and, as far as possible implement
decentralization which aims towards regional autononmy.
Cne policy implication of PDP philosophy is flexible
implemetation of these programs which are adjusted to
the conditions and aspirations of the community in each
region., If each of these programs ‘'tzclerates' flexibi-

lity ancd adjustment to local condizicns ang aspira-
tions, X community participaticn anéd bottom-up plan-

=]

ning can truly be carried out.

There is a suggestion to assign PDP more concretely as
a system or model of development. Since PDP as a de-
velopment system or model has successfully provided a
vehicle for various equity programs, PDP supporters
wish to realize the continuation the system or mod-
el, even if all of its funds come fzcn regional or na-
tional budget. As & system, it indesed 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.

o

ry r" E

Finally, 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 pcverty 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 commodity objectives will take second

place, while people will be given priority.

5. BANGDA, P3PK-UGM, USAID. Summary of Conference Findings, Conclusions,
Suggestione, and Recommendations. Yogyakarta: 1988, p. 1l - 12.
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PDP has gained wide attention from scholars and reseachers incoun-
try because of its innovative and experimental aspects, for exez.aple, its
rural poor orientation, decentralization of project management, bottom=ué
planning approach, etc. in December of 1988, the PRISMA Magazine 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 dezlt with PDP,

V. POST-PROJECT MONITORING AND EVALUATION
MONITCRING. Tre continuazicn of  activitiss  gndsr 222 I in
Central Java and Aceh will con:zinze to be monitcrsi Iy UIzI2 and Z2ANGDA
time of the 32 I1 in 6 other gprovincss FAID of PDP

dering the remaining
II is December 1, 1989). BANGDA has formed a National Supervisory Team

under the USAID-assisted Financial Institutions Development (FID) pro-

EVALUATION. A beneficiary study of Aceh and Central java will be
conducted in mid 1989 in conjunction with the final evaluation of PDP 1II
in 6 provinces of Bengkulu, South Kalimantan, West Java, Zast Java, Nusa
Tenggara Barat (NTB), and Nusa Tenggara Timur (NTT). This evaluation,
and other evaluations conducted earlier 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).

6. BANGDA letter to AID No. 050.05/2675/Bangda dated November 14, 1988
concerning the National Supervisory Team of the Financial Institutions

Development (FID) project.
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RURAL. DEVELOPHMENT STRATEGY:
LEARNING FROM THE PROVINCIAL DEVELOPMENT PROGRAM?

Jim Schiller
UsAID Jakarta

e

What have we learned from 10 years implementation of the
Provincial Development Program? Does PDF provide some slensnis
of a successful model for locally managed rural development that
reaches segments of the population who would not ctherwisé 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 objechtives? What policy
options should the Government of Indonesia or the HMinistry of
Home Affairs consider that might sustain or expand the kinds of
institutional ga2ins made under PDP and octher rea development
nraograms? What supporting role might forsign donors play?

FDF has been a ten year long experiment in rural debelcpment
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 systems for eguity- and area-
ocriented rurzal devslopment. This pape- draws upon my synthesis
of 19B&-7 evaluations of FDP’'s bensficiary and local {(provincial

and kabugafen) institutional impact to make some generalizations
both about PDF's achievements and about the rural development
strategy options FPDF experience suggests.

PDFP is an ambitious and diverse rural development and
institutich-building effort with a wide range of target groups in
Jakarta, in eight provinces and in 44 kabupaten. By the end of

the 1787/88 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 Davelopment or any other institution.
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impact on more than 600,000 femilles® and an lnstitutional impact
on more than 200 national, provincial and district eagencies and
organizations across Indonesia. The project consists of
thousands of small sub-projects operating in many different
sectors. Furthermore, it was intended that each region’'s p?éjegtﬁ

be tailored to local needs and Gppmrﬁunities.

This diversity of operating conditions, target
populations, institutional actors and goals® makes it hazardous
to generalize either about PDP’'s achievements or about the wider
usefulness of locally successful approaches to rural devaiapmgnﬁ.
I hope that this conference will carefully search for operating
principles and policies that might allow '¢Eﬁtfal and local
institutions to respond more effectively to Indonesia’s diversity
and complexity.

1t might be useful to begin our discussion by noting PDP’'s
chbjectives. 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 provinces® to undertake
rural development activities which impraove the
productive rcapacity of the rural poor.

{37 Tz improve the capabilities of the central
governmant to support local government rural
development activities which impact on the incomes of
the rural poor.

2, This is probably a low estimate. By the project termination
date direct impact {income generating) sub-projects will have
reached approximately 400,000 familimss. At least another 200,000
borrowers will have benefited from credit sub-projects. The
600,000 figure does not count beneficiaries of training programs
or indirect beneficiaries who may have found employment because
of-PDP small industries or irrigation projects. Nor does it take
into account the consequences of spread effect: The enulaticn of
FPDP activities by non-beneficiary neighbors.

=, 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.

4. The number of provinces was later increased to eight.



Recent PDP evaluations, my own evaluation synthesis, and
this paper deal only with the first and second goals.® I want 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 BENEFICIARY IMPACT

#

PDP was intended to reach low income rural households, to
raise their incomes and provide reasonable prospects for
sustaining income gains after project assistance had stopped. It
would be meaningless to say that PDP had improved institutional
capability if it was not possible to make observations about
institutional performance in meeling project goals. He can only
say that PDP was a successful project i¥ it resulted in cost-
effective, economic gains by low—income rural people.

We have considerable evidence about the socio-econemic
charac—teristics and reported income gains of direct PDPF
beneficiaries gathered in an SRI-implemented Housshold Survey® -
— o©of moare than 40G00 beneficiaries of direct impact sub-projscis

ar 1oTS
b i1vY7=

$ through 1924/85. Evidence +rom
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the housesheld survey examines PDP s successes in three  areas of
achisvement that contribute toward a strong positive impact:

(A) targeting low income householdss

(B) producing income gains by beneficiaries and;

) improving prospects for beneficiaries to sustain sconomic
gains made under the project.

3  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 initiating, monitoring and supporting
effective, locally-based rural development.

el Unless otherwise stated all statistical data pressnited
here is fram the SRI Household Survey and applies cnly teo direct
beneficiary impact sub-projscts from 1978/79 throuah 1984/85.
sitile there are obvious difficulties with precise measurement of
income gains, ranking of beneficiaries by wealth and the lack of
a control group for comparative purpose, the survey does provide
a thoughtful, systematic etfort to tell us what has happened to
project beneficiaries.




Beneficiary Selection

My own analysis - based on a study of BRIl's
wealth/possession  index (and comparison with Susenas data on
provincial consumption levels) makes it seem likely that betwesn
567 and 88% of recipients of PDP assistance were from the lnw
(bottom S0%) income group in their province. Benoficlary
targeting success (as measured by SBRI) may have been closer to
BBYZ in many provinces but the SRI survey did  not establish
separate ownership norms on their possession index {for indéviﬂual
provinces so we can not be certain.

The beneficiary selection process was clearly, much more
sucrcessful at ‘targeting poor peoplea in.%mm@ sectora than it was
in others. Livestock, Food Crops and Estate Crops sub-projects
were most  successful  at reaching low—-income people. 1t seems
likely that B835-90% of their beneficiaries were from relatively
poor households. Up to 40% of Small Industries and Small Scale
Irrigation sub-project beneficiaries may bhave been relatively
well-off. Entrepreneurs and owners of easily irrigable land tendg

to be better off than other villagers.

Economic Gains by Beneficiarieg

The average real annual net gain reported by recipients of
PDFP assistance was Rp. 65,000. It seems likely that this
represents between 1174 and 18% real, not inflationary, increase
in average annual beneficiary household incone. 23%Z of those
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 Rp. 84,000, "This

figure represents substantial real gains by the 777 of recipients

reporting a  gain. it p?obably' alse slightly underestimates

actual project net gain achievements bzcause of the tims delay
before estate craops come into full production and because 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

waere continuing an activity and those starting a new activity.



Small Industries and Small Scale Irrigation projecta yielded
better average results than did the olher sectors.? Small
Industries gains were more than four and 1/2 times average gains
in the food crops sector. Wealthier, less densely populated
provinces tended to generate greater (up to 4.5 times) averags
gains than poorer or less densely populated ones. -

One clear trend in the survey data is that ssctors and
provinces which reported thg highest average net gain tended to
do less well at targeting pﬁﬁ?‘ﬁéﬁﬁlés Except in’ Central Java,
improvements over time in targeting the poor were acrnompanied by
modest declines in average net gain.

1t may be that activities which reach poorer people will
generally vield lower rates of economic return, 1t is also
possible that some more ecologically and economically sustainable
activities ~-- e.g. in estate crops -—— will yield lower ave}agé
net gains over the first years, but better (thigher and more

sustainable) results in the long run.

Prospects for Sustained Beneflclary Galins

Data for estimating whether beneficiaries will sustain gains
into the future is very soft. Amalysis of BRI survey data, up to
the 1984/85 fiscal year, suggests that 358Y of beneficiaries were
sustaining project introduced economic activities. They alss
suggest that the sustainabilily 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,

SRI data sugaests  that ingstitutional perfpormnance was

probably mor e important than the behavior of indiJidu&l

beneficiaries (or their willingness to peraevere with a new

activity) in determining whether an activity would be sustained.

Immediate cessation of a PDP-initiated activity or cessation
after time accounted for 807 of all projected sustainability

failures. 227 of projected Ffailures to sustain an epconomic

activity were due to immediate fallure of the prejesct. In most

7. They also tended to cost more.



cases either the animal or plant was dead on arrival or the
necessary inputs to commence the project were not available. O
Bappeda and dinas improved their performance the ilemediate
cessation rate fell from 177 in early project years to 2% in the

1983-85 period.

PDP’S IMPACT ON LOCAL INSTITUTIONS: BUILDING CAPACITY

There were four elements 1in PDP's efforts to build local
institutional capacity: !

(1) improving institutional performances
(2) 1dincreasing local management of resources;
) promoting institutional learning andjg
(4) encouraging institutional innovation.

The overall picture is one of substantial progress over the

life of the project.

Improving Institutional Performance

Institutional performance is the 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 poor climbed from 537 in
1$78-31 to B2% in 1983~85. The percentage of beneficiaries with
a low {less than Rp. 20,0000 average annual net gain {1l by
nearly 507 from the early to later project periocd. Similarly,
the percentage with a high (greater than Rp. 20,000) average gain
increased by nearly 504 over the same period. Finally, the
estimated number of beneficiaries able to sustain gains rose from
567 in the 1978-B1 period to 89%Z in the 1983-85 period. '

The trend in the performance data is sncouraging. He know
that project funds made it passibie for local planning boards and
dinas to acquire office equipment and transport. We also 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 skillsg that could contribute to
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enhancesd institutional productivity. This makes the argument
that improved performance represents increased institutional

capacity all the more persuasive.

Decentralization of Project Hanagement

PDP was supposed 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 gapacity
building. The share of project Junds administered at or below
the district level increased from 464% in the 1978/9-1982/3 periaod
to 75% in the 1983/4-1986/7 period. The portion of PDP direct
beneficiary impact sub-projects managed at the district level or
below grew from 787 in the first five project years to 904 in the
last four years. This is a substantial dewvolution of project
responsibility.

It should be noted that the devolution of project management
accompanied a significant improvement in achievement of most
project beneficiary impact goals. This indicates that local
governments have acquired many of the skills and resources
necessary to effectively assume more management responsibility

for rural development.

Institutional Learning

The evaluation also pocinted te numerous examples of:
institutional learning. Case studies of actions taken by
individual project managers or- FDP staff illustrate what thesy and
their institutions have 1learned about preject planning and
management. These subjective accounts of changes in  the ﬁéy the
managers of local institutions perceived and carried cut their
tasks would not be terribly meaniﬁgful if¥ they did not correlate
well with improvements in  the project’s beneficiary impact and
with increasing devolution of project management to the district

level.



Institutional Innovation

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 developmznt 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 mnnitoring and
evaluation. Innovations in beneficiary impact sub-projects are
too numerous to mention.

Laocal responses to opportunities {for innovation varied
considerably. 1t is intéresting that different provincial
Bappedas came away from the same national consultation with very
different ideas about how much {freedom there was, for example,; to
try new monitocring and reparting procedures. Similarly, there

seems to have been wide variation in how free kaburcaten Bappedas

or dinas thought they were to innovate in the pravisian-af inputs

or with planning or management procedures.

SUSTAINING INSTITUTIONAL GAINS

It is still rather esarly to make firm Jjudgments about which
elements of PDP’'s impact on institutional performance should be
and will be sustained. It is possible though 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 opgimism
about prospects for sustained gains in institutional performance
than there is about any other aspéct of the project.®

Institutionalizinag PDP Practlices and Programo

=, The downturn in the lIndonesian and international scanomy
make it 1less likely that the GOI or a donor agency will focus on
how to sustain gains made by PDP or how to move on with adequately
funded, decentralized rural developmert.



PDP can expect to leave behind planning boards that are
better staffed and equipped and whose role ig bebt=r understood
by provincial and district executives and by local dinas. HMany
local planning board will remain more willing and more a?le to
tailor programs to meet the specific ngeds of diverse viilaggﬁ
and socio-economic groubs. It seems Jikely that technical
agencies that have cooperated with Bappeda in planning PDP
activities will econtinue some sharing of information and
coordination of development activity. Local and prmyiﬁcial
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, These
incremental chénges in practices are hard to document and easy
for cbservers to aoverlook but they are at 1least as important as
dramatic changes in policies or regulations.

FDP's impact on planning, monitoring and evaluation systems
seems less likely to be sustained. It seems unlikely that a
system—-wide; operational, multi-year planning praceés ar a
monitoring and reporting system will come out of PDP. However,
other project activities may benefit from, such PDP iﬁitiativeg
as, annual planning processes and from log frames attached to
project proposals that improve project planning and management.

é number of beneficiary impact sub-projects seem likely to
persist because local agencieﬁrhave found them =asy to operate,
popular and cost-effective. Some provineces and district
governments or dinacs have begun to contribute financially to PDP
activities and to take steps to ensure their financial capacity

to meet some sub-project costs.

Soread Effect

A number of PDP-initiated sébeprajact activities or PDOP-
supported institutions have be=2n adopted by'mther central and
local government agencies or have been taken up by foreign donor
supperted projects and seem likely to persist. It would be
useful to know more than we do about patterns and successes of

institutional emulation of PDOHP.
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COSTS AND BENEFITS: WAS PDP _WORTH DDING?

That question can approached 1in a number of ways. Did the
targeted beneficiaries profit from the program? Did local
institutions gain and retain skills and resources needed for

effective rural development? Did BANGDA acquire skills and
systems that will allow it to better perform its oversight role?

Was USAID's and the GOI's money spent in ways that maximized
achievement of the project’'s socio-econonmic and institutional
Qoals? .

To the extent that this reviewser is able +to answer that
question from those various perspectives the answer would seem to
be: Yes, PDP has been worth doing. |

From an individual beneficiary purspective, a high

percentage (777} of relatively poor people increased their

incomes. On average -- including those who made no gain——
beneficiaries’ real net income grew 11-18% per vyear. The
percentage reporting a gain increased over time. Non-

beneficiaries generally thought that beneficiary incemes had
improved relative to their own as a result of PDP. Finally, many
cases were reported of sprzad effect: of nmn-bené%iciariéa
adopting incoms and employmani generafinn o conssrvation
techniques initiated by PDP.

Local planning boards and 1local technical agencies also
gained. TYraining and study-travel opportunities allowed their

staff to gain much-needed skills and 4to observe successful

programs and practices in other areas. They benefited from
technical assistance which encouraged innovation in work
practices. Tthey added office equipment and transport which

provided them with the tools they needed to improve their
performance. Most importantly, théy gained vpportunities teo plan
ané manage locally-sensitive ruwal development, to learn from
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 have the financial

resources to continue rural development activities and retain
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institutional capabilities. 1t would be unfortunate if & lack of
central or local finances caused local institutions to lose these
skills and work practices.

This evaluation did not expliéitly look at BANGDA. However,
it is clear that BANGDA acquired training and new skills for its
staff, increased opportunities to travel to the regions for
consultation and monitaring, access to technical assistance,
office equipment, and an opportunity to learn from project
experience. It also acquired a range of new regpcnsiéilitigg
which may, at times, have caused headaches.

From the perspective of the donor and the BGOI the important
gquestions about PDP have to do with achieving goals and doing
them in the most cost-effective way. 1 have alregady suggested
that beneficiary targeting and economic gain achievements were
significant. The question that needs to be asked is has PDP
found a cost-effective way to achieve those goals? That question
can only be answered by analyzing PDP’'s costs and benefitis.

The 8RI Household Survey attempted to do this for direct
beneficiary impact sub-projects in the 1978/9-1584/5 period.
Their estimate was, that for this period, for every Rp. 100
budgeted and spent on direct beneficiary sub-projects, PDP
beneficiaries gained Rp. 6% in average, annual net gain. in
other words, PDP’'s direct beneficiary sub-projects yielded a rate
of return of &69% per year. Avarage rates of return varied from a
low of S0% p.a. in the fisheries sector to a high of 1637 p.a. in
the small industries sector. These estimates weigh direct inpuat
costs of beneficiary impact projects against beneficiary gains.
They exclude overhead costs such as routine salaries or expenses
incurred in training, management, and evaluation 9ub~§r@32ct%
that are aimed at enhancing institutional performance. However,

they indicate a very favorable rate  of return_ that is all the

maore remarkable because much of it occurred in the early vears of

POP. 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.




12

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 reality then PDP has been a very
cost-effective means of generating rural employmant. 5

FDP's costs per beneficiary have also been very 16w. bore
importantly they have declined over the 1ife of the project.
Total local (provincial-and kab ipaten budget) project costs per
beneficiary averaged Rp. 144,000 for the 1978/9-1984/7 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.
82,000 in the 1978/9-19B2/3 periond to Rp. 75,000 in the 1783/4-
1984/7 period.

Even when we inciude total project 6OI and USAID
expenditures for central administration, technical assistance,
equipment, training, evaluation, and direct beneficiary sub-
projects, per beneficiary costs average less than Rp. 250,000.

Between 1978 and 1987 salaries and most other émvernment
costs more than doubled. This makes PDP's success in reducing
the cost of reaching ppor beneficiaries all the more impressivea,

Gains in income and productive employment similar to those
reported by PDPP zare usually nuch more expensive. Frostesrman anﬁ
Riedinger report that recent World Bank estimates Ffor an
industrial sector employment project in Indenesia are that it
will cost #10,000, more than 16 million rupiah,; to create one
job.® World Bank transmigration project costs averaged more than
Rp. 8 million per family in 1979 and produced income gains nnt
dramatically higher than PDP.*® As an income or employmant

generation project PDP would seem to be many times more Egst—

effective than these other programs. This is not a bad result
for a rural development praogram with central and Iocal
institution-building responsibilities as well as productive

employment generation goals!

®. Roy L. Prosterman and Jeffrey M. Riedinger,; "Indonesian
Development and U.8. Aid", Rural Development Institute Monagraphs
on Foreign Aid and Development, {No. 3, Jan. 1987): p. 335.

te, And more recent costs are much higher.
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PDP AND INDONESIAN RURAL. DEVELOPMENT STRATEGY

1f the evaluation findings are close to the mark then POP

phas made a significant contribution to Indonesian rural

'

!develupment in the eight provinces and 44 districts where it has
been operating. Through beneficiary and institutional spread
effect it may have had positive . impact far beyond its operating
areas and associated institutions. it seems to provide a cost
effective model of rural development that touches gt least
relatively poor segments of the populace. 1t does that a time
when governments everywhere are looking for ways to cut costs and
yvet deliver useful services.

However, a decentralized, small-scale, program, trying to
reach the rural poor, and operating in bhundreds 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 those of other area dévelupment
programs) be noticed by &ey decision makers in the Indonesian
gavernment and donor agencies? And if they a-e noticed will they
he studied ani the lessons used as part of an sffort to forge a
coherent Indonesian strategy for decentralized rural develepment
that reaches wany of the poor?

Despite its institutional and administrative complexity and
its predictable 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 atterntion. They may provide clues, not just for
dealing with the problem of rural poverty, but alsag, for coming
ta gripé with problems of the delivery of a whole range of public
services to rural, sometimes isolated, communities.
infr&structure projects, environmental protection activities; the
delivery of agricultiural extension services, and many other
guvernmgnt 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 Lessons and Strateqy GQuestions

want

sort

What are the main policy lessons to be learned from PDP?
to suggest what I think the data from PDP suggests and what

of strategy guestions it poses.

Decentralization or delegation of resources and management
can be made to work. Over the project lifetime muéh of the
responsibility for management and planning has been moved
from the provincial to the kabupaten and kecamatan level
with naoticeable 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 gsimilar activities carried cut
by local kabupaten management under PDP and by'téﬁhnical
agencies under the Inpres programs were more sucessaful or
less expensive when planned, coordinated and/ar _manégéé by
the kabupaten.

This suggests that regional developmznt might be done more
cost-effectively i local Bappedas {or the kabu@ai@@
government) were grantzd a pot of centrally-provided funds
which they could use to négntia?@ with provincial and

central agencies to implement development activities.

Area development  in which the local planning 'board
controlled funds; and technical and sectoral agencies had to
cammunicate with Bappeda and with each other, had much to do
with the iamprovement 1in institutional performance. an
important change which occurred over time in many PDP
provinces and kabupaten was greater attention by planners
and by implementing agencies to the tailoring of packagés of
inputs to the needs of particular socio-economic groups, or

economic or eccicgical conditions. Another change was
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increased intra-sectoral cooperation and communication as
dinas were rewarded (by access to project funds) for
cooperation with each other and with bappeda project
leadership. firea and target-group oriented develapment
encouraged decision makers to think more about the spéci%ic
needs, wishes and opportunities of intended beneficiaries,
It alse enceouraged them to plan and locate projects based on
local needs.

What happened under PDP was something less than in?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 reqguire effective
communications between all the agencies involved in
developm=nt activity. The actual costs (in management and

coordination time) of complete integration might outweigh
the benefits. A more reasonable targel would be to build
mare local coordination meetings into the Iocal planning
process and to shift funding control s0 that, as I'suggegted
above, the bulk of government development activity is

managed by the kabupaien.

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-selection)

would ensure that a greater share nf resources were

channeled toc the target group.

Community participation is a more difficult problem. We do
know that committees were established in some PDP villages-—
- for =xample, in Central Java == which iﬁvmlved sSome
beneficiaries and community Ileaders in discussions about
project implementation in their village. 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 or less expan%ﬁye to
implement. LPSMs*? have helped PDP to do that in some
places. PDP training has also helped local institutions to-
communicate better with poor villagers. We need to find
ways to more often foster that Ffeeling that a project
belongs to the community and the participants and  is not
something that outsiders require them to do. Iinvolvement of
experienced, "independent" LPSMs in the beneficiary

selection or evaluation process may be part of the answer.

Although on the face of it, PDP was management—-intensive,
for local and provincial governments, for BANGDA, and for
USAID, its flexibility, its intensive f{focus on training
institutions, planning and monitoring activities did change
the way that many officials and agencies thought ébcut and
performed their tasks. Activities Intended tao strengthen
local institutions and change the way they perceive and
perform their tasks will be management-intensive. However ,
an incentive system that rewards provinces and kabupaten
with more funds when they learn to meert agreed upon criteria
and reduces funds when monlitoring indicates that goals are
not being met could shorten the perlod for which central .
management and provincial technical agsistance is r@quirgé.A
For example, I understand that PDP’'s limited experience with
block grants quickly resul ted in dimproved planning
procedures. Local institutions and officials will régpsnd

to a well-planned incentive system.

Small is beautiful. PDP triad to disburse too many rupiah
in its early vyears. It toaok time Ffor provinces and
kabupaten to be able to effectively manage increased

funding. Planning, training, monitoring/reimbursement and

11, 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 eoperate In similar fields
would do well to start with small funding levels and gith a
training program, planning mechanism and technical

assistance in place. —_

The immediate problem of susteining 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, there {is no way that local
finances can maintain the sort of institutional momentum
that now exists in some regions. In the short term, thought
might be given to the use of Inpres or other ﬁatianal funds
to allow a gradual phase cut 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 activities. The
G001 might want to experiment by linking soame Inpres funds to
expenditure from provincial and kabupaten budgets. Other
possibilities include linkages to, 1local revenue levels,
success at carefully defined project goals, and public
participation. Local project management and self-reliance
will only work if local institutions have gufficient iuﬁdiﬂg
to effé:tively carry out development activities.

A key question in sustaining or expanding the sorts of
decentralized development activities supported by PDP is

what role can and should BANEDA play? How much information

‘does BANGDA need to monitor PDP-like activities? How active

should it be in preparing guidelines f{for sub-project

activities? The PDP experience suggasts that much of that
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task could be best done at the provincial level. Houwever,
it also suggests that BANGDAR 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.

The guestion of BANGDA's role in promoting locally managed
development leads on ta the question of. coordination,
liaison, policy coordination, analysis, and the collection
of good basic data on rural development in Jakarta. There
is a pressing need for a national center or unit that tries

to bring together the principal actors (and possibly donors)
in rural development. Something could be learned from
experience of the Tim Koordinasi Proyek Pembangunan
FPrazarana Kota Terpadu which has been ecoordinating a number
of activities in the urban development field. Such a center
could bring together decision makers +from BANEBDA, PUOD,
BANGDES, BRAFPENAS, and the Ministry of Fimance, and perhaps
other agencies toc focus on policy issueg. 1t could also
contract with Indonesian universities and foreign donors to
obtain the technical assistance it needed to do policy-
or iented research and analysis. A Rural Devalaopment Policy
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 experiments in
decentralization, open—-management, fiscal and tax-—sharing
arrangements, training, planning and monitoring that will
all be necessary to make the best possible use of scarce

government resources.

There are some key unresolved issues in the PDP experience.

Maost of these have to do with choices betwean sometimes

conflicting goals. OUOne example of fﬁi; is 'beneficiafy

selectian. Is it better to reach poorer people aor to

maximize earnings by choosing beneficiaries on the basis of

other success-oriented criteria? It would be advantage s

0Ny
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to think through the beneficiary selection process, define
selection criteria much more clearly than has been done in
the past, and require deviation Ffrom the selszctlon
procedures to be explained. Universities and LPBMa 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 more sustainable growth. A number of PDP
projects in the estate crop area ware seen as unsuccessful
by the SRI evaluation because they took several years to
begin yielding and beneficiaries reported no gain in income.
A repeat evaluation some years later might find that the
recipients of tree crops continued to benefit long after
other beneficiaries’ income source had dried wup. One should
also add that tree crops and terracing projects may have
general environmental benefits that accrue to the community.
For example, reduced topsoil loss and less flooding are good
for everyone. The question for policy makers is: do you

wish to maximize present or future gain?

HEFH

Jakarta '
27 March 1988



