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EXECUTIVE SUMMARY

The fallewing paragraphs, lifted ir their totality fram ihe
final pages of chapter focur aof this report, must sutTice as an
executive summary. This is because I have rur cut of time in
this brief but intense four—-week visit ta write any further
summarizaticn. The interseted reader is referred to cnapter
four, where all especially relevart canclusians ard
recommendations are underlirned im the text. Thase excerpts speak
more coampletely ta the rarmge of issues irnvoalved thar anything I
might attempt :ta campile, ard are certainly esserntial supplemernts

to what is caonmtained in the fallawing few paragraphs.

The recomdendations contained in this repcrt are wice
ranging and comprehensive. In marny ways, vhey describe a process
that should be faollcowed during project implementaticn rather than
a Blueprint which can enable the implementation ta begin. This
is because sustainable prajects wmarmally are based on proacess
rather than blueprinmt, ¢ learning by doing rather tharn dcoring
what orme is tald. But natwithstarnding all of that, the process
has ta start scmewhere. What is naw rneaeded, thererore, is
{agreement on a set of actiwvities which carm be urderitaren
begirning immediately. These activities shauld set the patiern
for futuwre PPK activities, ard should result, inm the rear future,
in a praposal to AID which can serve as the basis focr a revised
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RID/IPPM grarzc agreement, and thus for the future course of
cutreach pragram. :

Specifically, this ‘ﬁearfterm actiaon plar - sheculd ccumprisa

four major elements, all of which I wauld hépe will have beern
fully addressed befare I returr ta Jakaria two marnths From  rmcw.

These are:

1. Ar  cn—gaing market arialysis capacity reeds tc be imitiatec

wnich carn pravide PPK armd IPPM wiiln currerntlv—lacking inFormasiar
regarding mid—-term arnd larig—term marker demard arnd proszects Faw
smal l-busirness training producss ard servicecs,
2., Flawing ¥ram such market aralysis,a sirazegic planriing gracess
fer PPK needs tc be imauvgurated, wnicn wi'l farm the basis fFeore
the developmert of:

a. Marketing plans;

b. Prcagram plarming for cusresch coeratians, arc;

c. A PPK prcgram develcpmert plar.
Z. A necessary prerequisite ta any Aragram plamming For cutreans
operations, will be the inauguration of a proxgramn or regualae

gialogue with appraepriate persarrel from She MNEC commurl Sy,



4. These activities, taken taogether, should praovide the necessary
basis for the fours: action which shculd be taken pricor ta the
end of May, wnhich is that a prapesal should be prepared far RAID's
consideratiaon, incorporating” the recommerdations cartaived in
this repart and autlining a riew PPK autreach praogram for small
Business mariagement training. This prapesal should give evidernce
af having dealt, amang the many others suggested thraughout this
chapter, with the fallawing matters:

Q. Ways of furding NGO programs at the margirns, ta arfect
their directicns, rather than attempting tc set up rew "regicral

NGOs" ;

b. The establishmert of a training schedule for ccurse in
Jakarta. These and all cthers should rct be fully subsidizec
fram AID grant, but instead shculd seek means of leveraging that
suppart  as  much as possible o assure participation from other

sources;

c. The develcpmernt of strategy, policy, procedures, etc. faor
any institution buiiding erfforts wnich might be attempred. These
shauld specifically deal wiih cutstanding commitmernts by PPK  tc
UNSRAT im Meriadc amnd Yayasarn Persacda Indoresia in Surabava, and
shauld establish, amcng cther things, pertTarmance criteria arnd
escape clauses in the event of non—performarce;

d. Linkages arnd mecharisms for warking with scecifi
Jakarta—-based NGOs, especially thase with wice retworks a
demcanstrated or inchoate interest iw small busiress maragemens:

develcapment, and;

e. Plarns and proapasals for filling any caps in the POK
pragram which might result as a cansaquence &t Mr., Young'®s
departure. Alsc rmeeded are plans far an arderly diserigagement

Y = o

of Mr. Ycaurino iw the remaining weeks of his cchsuliancy.

I will return to Indoresia at the erd of Mawv, arc T X
forward tc being able tc assist heowever passible inm the processes
1 stimulate. It woulc

which these reccmmerdaticris hapeTully will
be highly desirable if, by that time, maitters had mcaved Tcrwarcd
te the paint where a propasal for AID ccauld be fimalized and
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-

progect nregatiations could be campleted curirnc my shart Z-3
week) wvisit.
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CHAPTER ONE
INTRODUCTION

The task order for this assigrment specifies that I
"assist the Small Business Management Department of the Insiitute
for Management Education (IPPM) in Jakarta in initiating an
outreach program designed to strengthen regioral non—gavernment
organizations (NGOs) in management training. The purpose of the
program is two-fald: to improve the finmancial stability and
management capability of the NGOs themselves, and to teach the
NGOs how to instruct rural (sic —— see below) small businesses in

basic elements of business management. " The task order
specifically notes the considerable small busives management
training expertise currently available within IPPM's Small
Business Management Department for use in various aspects of the
proposed outreach program, and specifies that my main

rasponsibility will be to wdd a solid provincial development and
NGO development perspective to the ocutreach program design and
implementation.

The task order also provides that my work on this assigrment
Be divided intc two segments. During the first, lasting for fcur
weeks, the task order specifies that I:

1. Recommend revisions in the outreach praogram design which
will make it mere effective ard realistic in terms of NGO
development and wutilizing MGO staff for small business

management trainings;

2. Help interview; assess, arnd select eight (8) regianal
NGOs throughcut Indoresia wha are best qualified and willing
ta participate in the ocutreach program, and;

3. Advise IPPM an starfing reeds, costs, and best approach
to start up the cutreach pragram.

The task carder further specifics that I return ta Irndoriesia

far a fallow—up twe week visit, approximately 2 mcriths afser the
initial visit, tca do the fallawing:

1. Assess IPPM's progress to date on implemerting the
cutreach pragram, and

2 Recommend charges as may be necessary in  the design,
staffing, finarcirng, or selecticrn of NGOs fcr the pragram.

Discussioris with the respansible ARID officials at the
begirming of the first of these twe visits revealed that AID's
expectatians were in fact scmewhat broader than indicated in the

scope of wark.

c First, RID's intent is not that the IPPM prcoram foacus
salely ari rural small busiriesses, as stated in the task
carder, but instead that it address mcre gerierally issues of



small business development in the non—Jakarta areas of
Indonesia.

o Second, RID is riot ccmmitted in this program exclusively to
strengthening the NGO role in small business development
thrcugh IPPM. Iristead, it is coricerwmed with arriving at an
urderstanding of the appropriat~ current role and future
poterntial focr NGOs in IPPM's program, passibly in compariscon
with altermative channels.

The assumpticn i{s that the NGO linkage can and should be a

critical component of IPPM's effcrt. But at the same time, AID
itself 1is prepared to have this assumption tested further and
systematically ccmpared with other approaches. R key criteria

will be the potential of any interventions which are attempted to
sustairn themselves following the ccampletion of AID assistance ta
the effart thraough IPPM. RID's highei~ caoncern therefore is to
strive to assure the most effective and efficient use of existing
AID finarcial assistance to support the emergence and/or
comsolidation of a praogram capable af self-sustaining
cantributions to small business managemert training programs
throughaut Indcnesia outside of Jakarta by whatever delivery
mechanisms are determined to be the mast appropriate.

This repcrt on my initial four—weeks of wcrking on this
assignment incorporates, to the extent possible, consideratian of
the broader scoape of interest expressed above. It benefits
greatly from discussions with a brcad range of persons corncerned
gererally with issues of small business develapment, management
education, amnd the Indormesian NGO cammunity, both during this and
the earlier pericds aover the past 1S years 'when I have lived in
ar visited Indonesia. Ncnetheless, the observations and
suggestions are my owry ard at this paint probably represent an
incomplete and inadequate treatment of a brocad ard complex set of
issues. Or this, I beg forgiveress from amycorie wha reviews this
dacumerit: a learning process necessarily is involved here, and
there may well nat be any fixed cr firmal "amswers" tca the varicus
questians which must be pcsed.

My intert has been tc contribute to the orgairg process  of

experimentaticn and discavery which has characterized the
evalution not only of IPPM but alsc of many of the NGOs which
are mentiored in this daccumert. I have had the privilege of

fallowirng closely the develapment of marny of these organizations
since their creatiorms, ard believe this is basically consistent

with their daminant modes of cperation.

Thus, arny negative comments carntairned in the pages which

fallaw, and there are several, are offered rnct for the purpose of
eriticizing, but irmstead are pcsed as paterntial challerges to be
cerisidered and then discarded if incorrect <~  inapproapriate or
dealt with as nrecessary in order tc covercome legitimately
identified short—-camirigs in current perspectives, pracedures, or

plarns.



CHAPTER TWO

IPPM AND ITS SMALL RUSINESS MANAGEMENT PROGRAM

The evalution of IPPM's Small Busiress Maragement Program
(Pembira Perngusaha Kecil —— PPK) is fully dccumented elzewhere
arnd will be well kriown to any readers of this report. Therefare,
anly relevant background material is highlighted here in crcer tc
place subsequent discussions inta their praoper histcorical
perspective,

1) Althaugh the IPPM has a ccmmercial appeararnce and
charges fees for its services, the institute is furdamertally a
develcocpment agerncy. In fact, IPPM’s ccrpcrate missicn, as stated
irn its charter, is "Teo assist develapment by promoting the
achievement of eccriomic ard sccial Justice for the Indcresian
pecple, by the develcpment arnd implemerntation of scierntific
marnagemernt kricwledge, and rnable sacial-cultural values, infuseac
with the spirit of Paricasila. " {Memberi sumbarigar kepada
‘pembariguriar mernuju tercapairnya masyarakat Indovesia yarg adil ard
rmakmur melalui perigambangan dan perigamalar mamajemeri berdasarkar
ilmu perngatahuan dan nilai-nilai scsial budaya yarg luhur dijiwa:i
cleh Parncasila.") Many of IPPM's past ac*ivities, and thoase
plarmed Tcor the Tuture, find their mcoctivating spirit and their
Justification in this philosaphy.

It is especially important tc be aware of this when taking
measure «of IPPM's past evcluticon, as well as of its  current
capabilities and future rieeds. - That saome of its programs o
activities wculd rct make much sense wher measured againss
starndard Westerrn busirness schools madels really is nct always
relevant tao IPPM, The institute has its cwn urigue serse aof
missiaon, ane which has beer applied mcre or less cansisterntly
throughcout its history, and cre which must be respected by any
crganization wishing te affiliate with its activities. It is
preparec ta take risks irn undertaking exoerimerial programs whicn
it believes have develwupmertal sigrnificarce, ever if their pay-
back, or profit progecticns, are iterucus at besk.

2) This is the case with the PPK proaoram, which is ceagicatec
T making possible the availability o«of businesss maracemen:
training «r technical assistance apprapriate to the eccrcmic
capacities and needs of the norn—formal small Businmess cector.
The pecople who ccmprise this sector passess limited skills ard
financial rescources but, frequently by dint of circumstarces,
rmust recessarily atiempt to earn their livelihcod thraouch the
brcad array of economic activities at the lcwest rurngs of the
trades and cervices ladders. This is develapment work inm  the
mcst  challernging sernse of the term. ARlthaouoh IPPM wculd ofF
course prefter that the program cover its cwn costs anmd ncot become
a4 drain o the comparatively limited rescurces available to  the
instizute, it is well aware that this is rnat an urgertaking wn:c
pramises early repayment of its pragram develcpment irnvestments
iet alcre provicde any excess ircome o cowver  future ongo:

-
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casts, program expansian needs, or related support services. it
is ta the institute's ' considerable credit that it has
nevertheless committed its2lf to such a program,

3) The available data all confirm the powerful need for
such praograms in Indonesia (as elsewhere around the world) at the
present time. For example, nearly twe miliion new warkers enter
the Indonesian labor force each year, and it is estimated that
over half of these are unable ta find employment of any kind in
the farmal agricultural, industrial, or  commercial sectors.,
Frequently, their only aption is to create their own jabs through
entry intc the non—farmal sectar. Under the circumstances, it is
not surprising that the sectcr is large ard graowing rapidly. In
Jakarta alone, for example, it is estimated that 35 percent of
the population curmrently is involved in and sustained by naon-
fecrmal economic sector activities, arnd that appraximately the
rupiah  equivalent of US$1,200 million is estimatea tao be
circulating in the Indanesia’s snall-business sector at any givern
time. While same of these small and non—farmal businesspeople
are quite sucessrul, many are not and the majority continues ta
live close tao the survival line. And these mini-busimesses fail
with stumning frequency, mast aften due ta inabilities to handle
financ:al, accounting, budgetting, or cash flow aspects of

business. When this happens, there are few options available
for the failed small-business operator other thanm to try again or
tc turn to extra—legal means for support. The potential this

S5ituation renoresents for sacial and/cr political unrest is
significant.

Under such circumstarces, it is little wanader that varicus
dutharities have suggested that Indonesia’s econamic success will
be determined not By its capacity to industrialize cr explcit
its wvaricus ard aburndant natural rescurces, but inmstead by its

" aczomplishments in agriculture and small-hclder business. Nar
Should it be surprising that the Govervmert of Indenesia is
thererare reparted to be deeply concerred with the testing anc
inplemerntation of whatever programs or interventians give praomise
OFf being effective in stimulating mere dyramic erffcrts in these
dregs.

RBut these sectors, arnd especially small-hclder business,
Rave prover to be especially difficult to deal with. Unlike in
the industrializatior arera, where the introductiacnm of the
qPpropriate high techriclogies and the irnfusion of sufficient
Capital frequently are sufficient to assure that praductior
SUctas can he attaired, in the small-hclder business sectar cane
heCEssarily has to deal with ccamplex prablems of madiTying
QxiSting sccial and econcmic systems, perscnal behavicr patterns,
“Ard the irefficiencies of exstremely low econamies ofF scale.
€Se are human, nct techological, prablems, ard thererfore are
il"r"El"E'm:ly e and intinitely ... mcore elusive in  their
Selut ions.

4) Spcradic and gererally unsystematic effarts have beer
Made in recent years tc address such issues through a variety of



training programs and other activities. At last count, there
were 42 separate Indconesian Gavernment agencies c«fficially
charged with variocusly defined responsibilities far pramating
small business (a situation which, it is report=d, did mcre harm
than good because of the confusicnm it engerdered in the minds aofF
those in need of assistance). Ore especially natewarthy erfcrt
has been attempted for the past several years by the Government
of Indonesia (GOI), through a management training outreach
program implemented through the network of management institutes
in the faculties of economics at most of the pravincial state
urniversities. Hcwever, neither this program ncor most ot the
cthers undertaking by other entities (e.g., NGOs <r private
industry) are reported to have succeeded in effectively praviding
skills-ogriented business management training at the lcwer levels.
Thus, this pressing need remains unmet.

S) ARlthough the PPK praogram was not officially estabiished
until 1382, in fact IPPM has been irnterested in the develcpment
of small—~cscale erterprise since the institute began cperaticns ir
1363. Ore wverification of this is the fact that the current
pragram caardinator, Drs. Prayitno Djojopawirc, was a member or
the original intake class of management students at IFPM and did
his field wark {as did his classmates) analyzing the needs and
aspirations of the small businesses. which operated along the
streets and alleys in the neighbarhoad of the ariginal IPPM
building en Jalan Buli Kemuliyan in Jakarta's Tanah Abang area.

The specific event which stimulated the creation of the PPK
pragram was the receipt, in 13981, of two directed interes:t-—rfree
laans from socially~-coriented businessmen (cne fraom Solo and  the
cather from Narth Sumatra) in the tatal amount of Rp 1QQ@ milliarn
far the express purpose of erabling IPPM to help strengthen the
ecarnomic circumstances of groups of iron warking cratismanm  irn

Batur, in Central Java. The funds erabled IPBM tc pravide
dssistarce in intrcducing rew design elemerts irnto the ircn warks
whicn were raditionally produced ir that area, and  ta  then

uricertake marketing erforts orn behalf of the cratizsmer wnac
prcaduced them. This was a highly success?ful verture which cocered
a4 large, riew, and previcusly urtapped market (including rorelgr
exparts) arnd erabled full repaymert of the ariginal lcans From
Project profits within only two years. This act:ivity, which
Cantinues successtully to the present day, persuaded IPPM that
apprapriate interverntions in the small business seactcr cculd have
2 pawertul impact in stimulating sustairnabtle irccme generating

and emplayment praducing activities.

Shortly afterwards, IPPMY s managing directar, Ir. Johanrnes
Sadimar, held discussicns with a small scale business cevelcopment
Spec:alist, Mr. Alwyrn Young, who was ther working as a consultant
@n similar issues to the Gaverrnment of Malaysia. These
Ciscussians led ta a visit by Mr Young to Jakar<ta (where he had
Warked as a shart—term corisultant tc IPPM in the late 136Qs) ard,
Subsaquertly, "ta his preparaticr of a formal writitern praoposal for
the establishment of the Small Busiress Maragemert Departmenrt.
Thus a special program within IPPM was established which could



undertake relevant activities in a systematic manner, The IPSAM
allocated, from its ocwn resgurces, a total of Rp 22Q@ million to
suppcart the development of the new program, wh.le funding for the
provision of M. Young's services, initially for twe years,
concurrently was obtained through the Fard Fourndation.

6) Although this initial financial suppart was crucial to
the creation of the program, IPPM did nct effectively pravide all
of the other elemerts of institutional suppaert which were
2specially needed during this inaugural phase. In particular, a
succession  of  three inappropriate program ccardinators were
appointed, occasionally with lengthy gaps between the departure
of ore and his placemert by the next, before mcre efFfective
program ccordination was provided through the appcintment of Drs.
Prayitno over two years later, in 1384. This pericd also was ane
in which IPPM tap management was able to pay relatively little
attention ta the pragrarm, due primarily to the absence (on
overseas graduate study programs) of rnearly all top echelarn
ffanagers directly belaow Mr. Eadiman himsel ¥, Partly in response
to this situation, '.in late 13983 the Ford Foundation extended M.
Young's contract for twe additicnal years, to the end of 1928s.
This appears to have been in recognition of the likelihcad that,
in the abserice of adequate IPPM management support, the PpK
probably would collapse upon Mr., Young’s departure. (Mpr. Yaung's
term was subsequently re—-extended via USAID financing, for
ariather SiXx nmornths through mid~1386, tae help facilitate
inauguration of the AID-funded outreach program which is
described belcw.) .

7) Throughout this pericd, M-~. Young, acting largely on his
Own, develaped the curriculum for the program and aversaw the
develapment of the stafrf, bath largely from scratch. The
Curriculum which My, Young developed drew heavily on nis
Corsiderable experierce frcm other develaping courntries. The new
Starf was recruited fraom among recent college graduates whe
dPplied for training under the progi-am and who, i nearly all
ihstances, were yourg pecple with ne priaor bperational evperievice
dealing with small business develcopment.

The crientaticn of the prcgram was, and remains, ¢n small
business, rather than industry, agriculture, or other praductican
3ctivities. The functiamal managemernt content is similar toa that
in traditicnal management courses, but it is shapec as presanted
G as tc be relevant to small businesses, ard is heavily weighted
toward field-orierted experiential training rather thamn taward

Classrccm lectures ard theory. Rusines techriiques include
bahking amd credit, loan ecoricmics, simplified accounting (Cash
Eﬁtry Oniy System, ar CEOS), and a lang list of such important
topics  as how to select a business site, praomcaticn  of the

bUSiness, inventory control, and sc ferth. Applicaticn of skills
reludes carrying cut a survey of small businesses, and pravisicn
°f  techrical assistarce.

8) The initial training vehicle fer POK was a SQ-week
cc”-lr'se, desigred with the dual cbjectives afF training baoth
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trainers for the program itself and personnel te wark in
industry, commerce, and the finiancial institutions as small
business consultants, that is, pecple able to audit and analyze
the problems of small business and them know how to solve them.
The expectation was that banks would need such people to sarve as
small enterprise loan officers, and that larger ccwmercial
enterprises also would see the value in employing them tc assist
with the identification and development of small enterarise
suppliers or end—product franchisers. It was arnticipated that
the agercies employing these people would reimburse IPPM far its
costs  inm training them (IPPM fully subsidized the program,
including providing living stipends to the trainees, whom it
initially selected on a competitive basis), and that such
financial arrangements would cover the casts ofF the program, thus
makirng it financially self-sustaining. As it turned out, the
market apparently was not ready for people traired in sucn
skills, or  perhaps they were incorrectly marketed by IPPM,
Whatever the casas, few pecple were placed after their training:
fourteen of the original 20 trairees were hired by IFPM as
trairers and staff, and only two found positicons relavant to
their training in the commercial sector.

AR second SQ@-week course with 3@ partici.ants reneateg

this experience: eleven trainees ended up working for IPPM (but
not ‘as trainers, because those positians already were filled).
Mary, But not all, of the rest ultimately were placed with
outside agencies, but only arfrter extraordinary placement efforts
by Mr, Yourig ard Drs. Prayitnc. Clearly, PPK's Sd-wesk course
Was not tapping arm urgent market demand wnich would proviade the
basis for program cost-recovery. It fact, it was a big money
laser.

2 This led to the development and introduction of the
Condensea 13-week coursae, which covered the same topics as  the
S0-week course, but less internsively. The aim oF this course was
definea as being to provide an app-eciation of the small business
Problems ard sclutions to officials of banks and goverrment
departmerts that deal with small businesses; to Jjunicr and m2ddle
Marnagement executives of large companies that deal with small
Busiresses as agencies, Frarnchisees, etc., arc to prafessicrals
OF imstituticns desiring tco wark with and help small Eusirecsses.
It was recogrnizeac at the time it was Being develcaped thas i3
Weeks was toa sheart a time teo develap skills in the participants,
but it was felt to be sufficient time for them to at least becocme
AWare of problems faced by the small busiress cWrer/marnager, and

that this would have generally bereficial Carnseguenrcas.

Althcugh its creaticn was Justified as ncted abowe, M.
Young reports  that inm fact this course emerjged in par+t becausea
any  alterrnative tc the SQ-week caurse was wrgerntly nrneeded arg,

More insTtrumentally, because of a reques:t from a foreign dore
gercy, The Karrad Adernader Sti1ifiurg, which was looking for an
qlterrativate verue ta the university—-basec marmagement training
Rrograms which it had beenrn unsuccessTully, irm its cpinian,

'

ttempting to encourage.



This 13-week Program enjayed greater success  than its
predecessor, in large part because support for it already was
assured for at 1least its initial presentaticns thraeugh doncr
crganizations such as the Konrad Rdenauer Stiftung (KAS) ard The

Asia Fourdation (TAF).

Since its? inauguration, the 13-week ccurse has rcw beer
conducted five times. In the pracess 3@ pecple have beeer
trained in the basic technical skills invalved irm small business
development. Thirty—-five of the participants were persarrel from
22 Indonesian NGOs, and their course experses were paid by with
KAS and TAF support, bath of which have long had inmstituticral
interests in NGO develcopment, arnd by USAID. Arncther 31
participants were frem 16 regicnal univers: ies, anc )
participants came from three Jevernment departments. KAS ard TAF
also paid course fees for these 4Q peaople. An  additional ten
participants came from six goverv.mert and are private banks, arc
Si1x other participants were sent By private companies that have
links with small enmterprisas. These 16 pecple so far are the arly
participants in the 13-week ccaurse who have net beer  furded b

foreign donor agencies.

The 13-week course was not without its difficulties,
especially during the second ard third sassiars, wherr ‘eacher
morale was law for a variety of reasarns arnd the students nearly
revalted because they felt that the Couwrsa was paacrly presernted,
badly grganized, anc largely irrelevant ta what they falg they
needed. Such protblems reportedly have rncw beer resslved, but the
Experience damaged IPPM' s reputaticn amceng same  NGJs, a fact
Wwhich needs to be dealt with (arnd of which PPK isg clearly' sware)
in  any future cutreach pragram which is contemplated invalving

NGOs.

1) The third trainirng product which was cevelaped was the
Cash Entry OUmly System (C=DS) courecse, desigried ta preovide csinmple
Atcounting skills (the same as these coverea by the cther twe
Courses) ta uremplayed ycoung pecple. The matarials Comorising
this ccurse are intensely practical, relevant to Irdores:iarn small
bUSimess, arc easy ta learn ard acply. Im Tacz, 1%t is ar :icea
System for small shaps, berigkels, etc. Hawever, SEarmsEarz are
Bssertial far  any such pragram, 48 uremplcaved yourng pecple
Cartainly car't themselves pay for the raining. Howewver,
Spensars, at least the foreign faurdatiaors, are unlikely ta find
this program attractive because of its limited capacity ta fastew
Systemic change. Because «f such camsideraticns, crie  early
¥Ssessmert of this pragram concluded that there was ro grcud,
Sther than unfaundec hcope, that this pragram cculd become

b

Instituticmnalized. This is a challerge with which PFH  ic
temprirg to deal, and the fact IPAM 1s persevering carn Se cited
95 Fyrther verificatiaon of its intent, 17 possible, te  act

CGhSistently with its develcpmertal marcate.

11) Corncurrent with PKK's developmerty, ancthner gset of
iﬁterests and coricerrns were emerging within AID/Indeores:a which
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would beccme relevant ta all of this. As AID moved increasingly
toward its privatization perspective beginning in the early
1280@s, it started to explore the possibility of providing suppcrt
to IPPM  as Indonesia’'s preeminent non—-gavernmental ageicy
concerned with business management training in and fFor the
private sector. By 1383, AID had decided that it wcould provide a
package of support to IPPM which included both instituticnal
upgrading, largely through MBRA and PhD level scholarships to key
staff members, arnd provision of assistarce to enable IPPM  ta
inaugurate an outreach program for provincial small business
management development, . drawing substantially on the PPK' s

capacities.

Concurrently; arnd starting even earlier, RID had became
increasingly interested in the role of private ‘valuntary
organizatiuns, PV0Os or NGOs, in promcting Indaonesian develcpment.
Begirning as early as the mid—197@s, ard had begun implementing a

program of suppcrt to Indcanesian NGOs. This was done initially
througn American intermediaries such as TAF, Bbut by the early
138as increasing attention was being focussed on selected

Indornesian groups thkat had demonstiratad their capacities ta
effectively manage RID assistance, largely in suppecrt of their
own institutional strengthening and programmatic cutreach
activities. .

The confluerce of these separate lines of thaught {private
enterprise plus NGO support) led ARID to lirk the twa in its grant
ta IPPM. The result was a modest attempt, as a relatively small

Comgonent ofF a larger erfort, ta link IPM's business Inanacement
training program in Jakarta with a disparate group of NGOs whcse
-~ Principal prior activities and substantive focus had been =]

Social services delivery activities principally in
Indonesia’s provirncial rural areas or, in same instances,
RParticularly impcverished urban areas. It was an  intarest

Match—up with significant potential consaquerces fFopr all parcies.
But as later secticns of this reoort will suggest, it was nct aes
Basy or as simple a marriage as appears to have been arnticipated
8t the time it was arranged.

12 Approximately Uss77s6, oo, or =29 percent, of the UES34
Million grant contract which ultimately was sigried was earmaried
te erable IPEFM to undertake a S—pronged cutreach prcgram i1nterded
te  makwe possible the transter to other institutions of Ipemis
tl"Elir'timg and cornsulting experierice and expertisea, The firs: of
these three prags, "Gutreach 1", Was provisicon of Ffurds tco
‘Aromcte the institutional development of private management
i”Stitutes cutside Jakarta by enabling the transfer of capanility
to deliver selected IPBM short fnanagement training programs tao
Up g three pravirncial farnagement trainirg imnstituticns. The
SUrricyulum material was to remain focussad at medium armd swmall

uSinesses, but was not necessarily restricted to the course
OFfEPings of the PPK. The first of the three instituticns tc be
aSSiSteu was identified as +he Lembaga Pembinaarn Marna jemner
Unatyrg in Medan, and the AID/IPPM contract specified that twe
Sthers wauld be ident:fied, one each in 13286 arnd 1388, by mutual



agreement between IPPM and RID. A total oFf USsS124,02Q was
earmarked for this activity, ofFf which $23,020Q2 was planned for
training at IPPM in Jakarta and tne remaining %$66,00Q was
earmarked for IPPM tazchnical assistance activities in suppcrt of
the three provincial centers. '

The second pronag, "Outreach II", was intended ta expand
IPPM's expertise in small business consulting to ather interested
organizations by enabling IPPM to pravide yearly training for up
to ten trainees from each of six selected institutions aver the
six year life of the progect. The AID/IPPM contract indicated
that IPPM had already chosen Yayasan Dian Desa in Yegyakarta arnd
the Pusat Pengembangan Manajemen Sriwajaya in Palembang as the
first two institutions to be assisted beginning in 1384, Yayasan
Dian Desa was and remains a prcominent NG3J; the institute iwn
Palembang originally was a Lembaga within Sriwijaja University,
but subsequently became a private crganization. As with Outreach
I, up ta four cother instituticons were tce be chasen, two each in
1286 and 13288, by mutual agreement betwe=sn IPPM anc AID. In
this companent, the large majority of the maoney (US3ZI@9, 20Q) was
planned for training at IPPM in Jakarta, and anly $1Q2, 2Q@Q was
reserve for IPPM techrnical assistance in support of pravinc:al

activities.

The third prong, "Qutyreach III", was intended to ernable
IPPM  tae support efforts of Indormesian private and vocluntary
crganizatiaons (NGOs/PV0Os) ta gain experierce and skills ta
suppcart their increased involvement in providing assistance ta
small business development activities. This was to be dorne
through provisicon of an average of 1@ schalarships per year to
enable NGEJ personnel toc attend the Jakarta sessions of the 13—
week Small Business Consultant Develcpment Course. Nc: pravisicons
were made in the contract regarding selection of institutions be
to assisted. The erntire sum of US3E31,00Q was reserved faor

training at IPPM in Jakarta.

This arigirnal grant agreement thus anticipated that cver the
ot the pragram appreximately $TEZ,q0Q wculd be expericed irn
ts ta strerngthen selecgied pravimcial management training
tutes, while only $231,00Q cr 3@ percent o the cutreach
budget was ta be used for the purpoase of upgrading their MGO
institutions’ capacities to implemenrt proagrams relating tc small
busirness development. Similarly, nearly US38QQ, @@, cor almast
8@ percent of the furnds were specified for trairing in Jakarta,
Wwith the 29 percent balance for IPPM techrnical assistance suppart

for pravincial activities.

Little is said in the grant agreement regarding utilizatiam
¢ furmds tao strengthen IPPM’s cown capacifties relevant t2 these
cutreach activities. In fact, the impregsicon is left that AID
anticipated that 1PPM and the PPK pragram already were well
developed and theretore were ta be used as a delivery svystem far,
rather than the target af, development assistarce. Thiz is
inconsisternt with the basic goals and purpcses of the project,; as

specified ir the cariginal grant agreement, where it is explicitly
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empnasized (in the opening paragraph of the preject propasal,
which is incorparated as Rpoendix Ore) that specific activities
of the project wauld include, among others, the ... "ecreaticn ot
an outreach capacity" at IpPm,

14) On ! Ncvember 1385, IPPM submitted a reguest to AID to
substantially revise its cutreach activities under the AID
pragram. That proposal collapsed the three sets of activities
specified earlier intc a more-or-less unified attempt tao
"ereate”, in eight "regionel NGOs*", the capacity to conducs
IPPMT's  13-week ccourse and cther, unspecified, small business
development activities. The exact nature of these NGOs was left
unspeciried and none were specifically identified, but the
wording ofF the request suggests that they might irclude bath
university entities and pvQos, most aof wham had sent participants
under KAS or TAF Spomsarhsip to earlier PPK training s@ssians im
Jakarta. In fact, the letter specifically irndicated that IppMm
now had to "select the NGOs to be develcped", and irndicated that
in doing so it would welcome cocperation with AID officials.

While AID was ta pay the entire costs of the pragram, the
Proposal outlined mechanisms whereby the lacal institutions which
were to be supported could collect fees arn the inmitial courses
which would be conducted primarily by IPPM persanmel (with leccal
counterparts to learn through an unspecified prccess), anrnd that

these funds cculd thern eriable the regicral NGOs te contiruge
similar training activities following IPPM's departure fram the
scene. The expectacican, clearly,. was that IPPM cculd  help

@stablisn regicral NGO training centers which wauld be seif-
Sustaining ta a degree which PPK had not yet evern begun te

achieve for itsel €.

AID has rct vyet respanded camprehensively ta this
prapcsal, (approximately 3.5 mcnths later), arnd in  fact the
request for my consultancy appears toc have been stimulated
Primarily by AID's desire to urderstard more fully  what was

happening befcre issuing army such approval. In Fack, RID's ane
written rescornse, dated 14 Navember 1388g, suuggests the
desirability of Speciric graups beirg selected befsore ary

Contract amerdmert is prepared, ard ther specirfically lirks AIDY =
further reacticn on this matter tc my proposed wvisist, Presumably
= this bas:is, the provision of my Sarvices was appraoved bv I,
Sadimar.

Notwithstanding this fact, sirce Navember the PPK has
inaugurated a pragram which is very locsely based orn the rewvisad
November 1385 prcapcasal  for  praject revisicn. It has maae
Commitments to suppeart efforts ta establish PDK—type.programs in
Previcusly untested organizatiorns im Merade (an adjurnct of  the
Faculty of Ecorcmics at  Sam Ratulargi Urniiversity, cgerating
through that Uriiversity's Lembaga Pargabdian Masvarakat) and
Surabaya (a yourg private foundaticn which previcusly has warked
Primarily inm the area oFf legal educaticn). Such acrTivit:ies
dppear to be raughly ccrparable to what was prapoased in the
Novemoer letter.
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Concurrently, however, PPK alsoc has undertaken or committed
itself to, several activities which are not consistent with
either the programs envisiored in the arigimal AID grant
documentatiorn or those proposed in the Navember letter. These
activities, largely ad hoc support to sewveral local training
programs Dby a wide variety of NGOs in Cantral Java arnd West
" Sumatra, are perhaps valid in their response to real needs ard
‘opportunities. They certainly conform with the spirit of IPPM'g
intent for the PPK. But they da not at the mament comprisa a
coherent, facusad, or integrated pragram. )

Arnd finally, PPK has not made plans to conduct  training
programs at all in Jakarta ~-— due, it  is rumored, to KAS’'s
withdrawal of support because of its own funding limitaticns andg
also because of a (mistaken) perception that AID is interested in
funding only non—-Jakarta based cutreach activities. -

16) So the guestion is, "What now?" Clearly, RID armd IPBM
need to come ta mutual understardings recarding the directicns
and priorities of the FPK acutreach progran. In doing SO, variaus
Questions need ta be asked, such as: Is the pragram evolving in
dpprupriate, or optimal, ways? What adjustments might be needed,

or what major revisions should at leas+t be considered? What
‘Success (or failures) might be anticipated from past and _
Projectead erffaorts? What further response is required fram AID?

From the PPK?

Answers ta many such guestions cam flcow fraom the more
detailed examinaticon of related matters, which follcws.



CHAPTER THREZ=
1
FINDINGS AND OBSERVATIONS

The ccmments in this report lay more emphasis on praoblems
and ditficulties than the actual record aof the PPK program
praobably deserves. For this I apclagize. It is not my intemt o
be unnecessarily critical of a good idea which, to date, has been
beldly conceived and rigorously pursued. Merely by having
evalved tao its current level ofF accamplishment and delivery
‘capacity, the program has achieved much of which it can be praud.

Having said that, hcowever, it must alsa be ackrcwledged
that there is much that remains to be dcne. The great majority
of the negative comments contained in this dacument corncery
matters which have not yet been attended ta, nat because they
have been neglected so much as because they have nct been
reievant until recently. Thus, we are nct really dealing with
matters which have been harmdled incarrectly sa mucn as we are
with those which canstitute the PPK's majcr future challerges.
The concern here is sclely with attempting ta help move +he
pregram ta the next higher level of efrfectiveress. In %his
context, the challenge is ta identify the program’s weaknesses
given anticipated reeds and oppartunities and ther . deal with
these withcut at the same time undermining the programs many
bxisting strengths. * The recommendations contained in the final
Chapter of this repcrt are affered in the hope that they canm do
that.

Such an exercise may be especially impartant for the PKK  at
the present time, because the prcagram is rapidly approaching (and
in fact in scome ways already has reached) ar impcortant
Crossrcads. Relewvant factors include the fallowing:

1

S 1. The preogram has develcaped since Jaruary 1283 to the point
Where marny ot the basic elemerts oF capacity ncw exist. Starcs
have beeri traimned ard are in place; a curriculum nas heern s=%;
Procequres have been standardizeg; wmany of the basic 2iements ofF
Progeam caontirnuity are begirmirng ta appear; arnd arstar  years
®ithout havirng arn erfective cocardinator, the program wmow aopears
9 have cre. Mast oF the pieces are iwn glace fzr effzctive

Operaticns.

2. The IPPM general management is begirrning to demcrmstrate

dtg internt ta facus mcre cn PPK than it has at ary time in the
fast. Dr. Rricreas Danandjaja has been appcinted heacd ofF a new
ﬁl\“_____ -
ef‘This cnapter is based on rictes made during the course oi the
Tirst three weeks «f my visit. They have beern esditsc CoF Ly

11thly. They are inccmplete ard impressiconistic, and procaniy
SOt s s = - . . et - .

Aln  errcors of fact and interpretatican. Haperully trnev can

Y8 same userful purpcose naetwithstamding this.



directarate combining all of those elements of IPPM's activities
relating to cutreach, research, public educatiecn (i.e., nor micd-—
or senicar-—-level management), including the pPK prcgram, ard is
committed, with strong evidernce aof support from cther seniar
management in IPPM, ta the integratiarn of these pragrams in wayes
which will strengthen the capacities of each.

3. And finally, the creator of the PKK prcgrarm, fareign
‘consultant Mr. Alwyn Young, is abaut ta caemplete his lang
‘assigrment  with  IPPM and to mcave on to ather challenges. M.
“Young's departure will signal the end of an important era for
PPK, thus unavoidably signalling the beginning of a new cre.

Urnder these circumstarces, the praogram clearly shaulgdg expect
more instituticnal attemticn fram IPPM thar it has received at
any time during its short histary. Arnd this attention is likely
to be especially intense in the farthocoming weeks due to the
need, explained elsewhere in this regort, ta brinmg PPK outreach
activities more clasely in lire with the terms and conditicons of
AID's grant agreement with IPPM {cr vice versa).

As the fallawing paragrapns will elabcarate, . there are a
Wide rarge of issues to be caonsidered, and a Few sericus problems
:$0 be solved regarding the PPK's gcals, abjectives, pracesses,
“angd praocedures. RID’s request that I be here NGW Was  timely:
'honefully my irnputs ta this process can be helpful.

Ny IPPM has created inm the PPK prcgram the capacity ta prepare
}hﬁining materials amd corduct training pragrams relatirg to  the
ﬁ“vElopment orf the small business sactcr. Caurses have beer
ﬁ“ld, arid people have beer trained. A thcrcughly res2arched arnd
°”Hustive1y documented data base con actual circumstarces ang
cormitic.ns af small business ir Jakarta has be=n comipiled, arc
he Capacity to create similar data bases elsawnere has besrn

hmtitutionalizec. Ard the program’'s rezutation  is becomirg
“”th, as witressed by the grawing demarc for POK proguects  ana
s’“dces (but unfariunately only en a danatecs basis) whnich is

'kmurrlng. These are impcrtant acoompl isnments.

Viag Uhfortumately, such accompli;hments do  rat mear  that a
' le institutian - ar, perhaps nore accurately, ar
igstltUtional process —— has been created. Far this ta coccur,
%‘:3 is required: a sense of purpase, gcals ard aebjectives,
s UYrarces of caentinuing finarmecial viability. The PPK still! has
f“'GEVElop these. In fact, it wculd dppear that the PFK deoes et
iu;rehtly have ary clear serse of where i+ ls gaing, or why. It
¥ 8rs  fram pragram drift, largely a result cof Being cveriy
{“.thSive tc sparnscr prefererces at the expersa or identifying
hk%°“h sense orf market or developmental.2r1orities. It duoesnrt
th Hhe jts primary clients are, rcr is 1€ clear regarding where
:h&h Phiority target training Grouns are likely tao be lccated.
- ls, inm sum, mo lormg—term cr strategic plarnirng, mno process
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for establishing consensus on gcals  and cbgectives, and no
procedures for assuring a logical progression in the program’s
development. While products continue te be delivered (i.e.,
courses held, people trained, ete.), this situation 1is
compromising the PPK’'s ability teo get a handle on its future.
The consequences are especially acute in relationship to  the
Outreach Program it has begun to implement using RID funcs.

Several factors help account for this situaticn:

1) The program existed throughout its inaugural years
largely removed fram of the mainstream of IPPM concern. In the
absence for much of the time of effective Indonesian project
coordinaticn, an outsider, Mr. Young, was essentially in charge.
Notwithstarnding the IPPM's commitment to the urderlying carcepts,
the preogram was permitted ta go its own way, with relatively
minimal management aversight or financial support. It t=came,
inadvertently and largely by detault, a step-child.

2) The directions of the program have been determired
primarily by exterral factors, especially Mr, Young and fareign
donors. There has been something of a symbiosis between the two:
M. Young has been notably effective in liaising with fareigr
donor groups, which has led to a series of callabacrative effarts,
frequently in response  to those groups expressed, sametimes
samewnhat particularistic, requirements.

Corcurrently, haowever, M. Y&ung has been scmewhat less
effective in dealing with the Indonesian system. Perhaps this
was more properly the functiom of caunterpart IPPM perscnnel, but
these werer't there Tor too much of the time, and therefore urntil
recently to the extent anything was dorne i% was dcne By Ycung.
One cansequence has been that the program has beer lesz  than
erffective in determining Indoresia market interests and
requiremenrts, arnd in positicming itself relative tc these needs.

Aricther cansequerce has heew that gbjectives have beeorn
Bstablished for the program based on wha will pay, in the short-
term, Tor what kinds of pragrams. Thus, the E2-wesek course has
beer esserntially abarndoned, because the articipazec clients
Praveg unwilling to pay for the training costs. It has beern
renlaced by the 1Z-week ccurse, largely in respcvise tco same
Specific pragram needs of a foreign dcnar, the Kanrac Aderauer
Stiftung. Sirce  that time, nearly all activities af the PPK
lather than those cavered by the balance of IPPM's criginal
Subsigy feci~ the develcpment of the pragram) have beern funded by
fOPEign donars. Fnd the program criertaticn has submissively

follcwed along.

Thus, being reactive has urdercut PPKYs ariginal, arnd quit
Uriequivecally stated, objectives, arnd this in turwn has
Contwibuted substantially to its lack f directican. Essentially,
PpK is now concentrating anly an doing'@nat it believes ijt=
fC""Eign SpaNscars will pay far. Rttempts tao understarnd the
Ndonesian market arnd to seek means of creat:i:ng a market demand



for a product and services which abvicusly are cruc:ally rieedec

by the scciety at large have beer abardcred. The abserce of
lorng—term stategic planmning is perhaps an inewvitable result. Inm
a sanse, PPK has become "project—-ized”.

PPK's original set «f cbjectives were premisad on scme
persuasively argued thecoretical arguments which seem not ta  have

been based onm any realistic appraisal of the market. PPK was
going to train pecople to become small busiress loan arficers, wha
would be readily abscorbed by the Banking sector, ar entarprise

develapment officers, wha wcould find a ready market for their
newly acquired skills amcong middle and large businesses which
needed to develep small-scale compcnent suppliers or frarchise
cutlet retailers.. But this turred cut rict to be the case.
Whether it was becausa the calculaticns were fundamertally wrong
or because the cornc=2pt was ahead of its' time is ncet certain: but
what 1is certain is that after PPK develaoped the product, the
anticipated market was not there. A riew marker rieeded Lo be
identified. Foreign donors became the sponsars, and
considerations <f longer—term market forces within the Indoresiar

ecancmy tcok a back saat.

A related set of problem canfranting PPK coarncerns finarncial

considerations. The PPK praogram is nowhere rnear being able to
suppart itself as a cast-center. It needs ta be heavily
subsidized. ARID's grant helps pravide that subsidizaticrm ir the

shart—termn, at least partially, but as the pragram is currently
being implemerted this support is a palliative crnly, arnc is nct
helpirig address the issue of lang—term sustainabiliity of the
Aragram. In fact, the distirct impressicr are gets is that PPK'g
Primary objective at the mcmert is to spend AID's maney: this is
diverting the pragram from thinking meamingFully abcut its
loriger—term develcpmerntal requirements, both For itself ard faor
its pctential cliermt entities. The USRID program in par<icular as
Presantly being implemented (tao the exclusicn of the many ather
things the program probably should be cantaemolating) is divert:ing
the opragram from cther reeds, ctner poternctially  ingorsant
Clients, and cther pragram directians.

I have reviewed the course materials far caver half of the
flcdules in  the 13-week ccurse. These materials seem good
fererally. In particular, the corcepts ard basic principals seem
Scaund. Whether or rnot the varicus instructicrnal samngles wawld be
Appropriate in  all instances is difficult  te, tell, a&ard an
qppraisal of this wauld require aralysis c backzgrournds and

<
v
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Meeds of the pecple receiving the traininc. Rl=za, wlthout
CPporturities ta observe a rarnige of training programs im a wice
Yar:iety af situations, 1t is difficult to pass Ffurs-er Jucament
' On the curricular presentations themse Lwes.

I¥ I recall correctly, standard procedure at IPPM has lowng
beey, tha: curricular materials are submitiec to the Irmstitute's



officially constituted Dewan Kurator far review and commernt. It

does not appear that this has been done with the PPK
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R

e Interestingly, most of the success stories which can be tolc
intervertions in Irdcresia poinmt  to  tne

Aayt

ID”Gbab1lity

Oht

dining

ya”iables

relating ta good small busiress
etc.)

vnVEntory
“Nstarces.

.,'IQ

the

busiress
that design inncvatiorns arnd external
markets may be amarg

siaall

contiral,
Examples

LPEES/ITH
There are cthers.
**antially with either praoduct design cr

to

rattan

in actualizing a preocess ...

Mmanageme

have hac litile cr ro
ircluoe the IPEM Eatur
Turrniture p

Yet the

assistance in
the mcst impertant
arid that swkills trairnng
nt pracitices (aczouncing,
imoacst inm  siuch
IPOH wWOrks  Srogecs
ralect Srigimat:ing
PPK caurse dcoces not
markett:ng.

Tiears



-18-

delivery ilissues and community actuation/motivatiarn), university
.teachEPS {(who can be expected to be more irtarestad in thecry
than in practice), and even cocrcasionally (as in a current program
with YIS in Solo) unemoloyed first time entrants to the naor-
formal sector who want to become small scale entrepreneurs.

Has the program content been altered commensurately with
this evolving clientele? There is no indication that it has. Is
the curriculum so universalistic that it really can handle all of
these multiple levels? I doubt it. So what's Rappenirng? How da
the trainers handle this? . What inputs can they make, either on
an ad hoc basis as they teach or more formally through a

curricular adjustment process?

An additional and crucially imgortant dimensicn ta this
Concerns the relevancy of the program conternt to the kinds «f
1ssues which may constitute the primary concerns of mary of the
trainees, especially if, a5 at present, thasa trainees cantirue
T0 come from the NGO coramurii ty. As noted, NGO falks come cut of
& tradition which has facussad on scc:al service delivery ta the
bottcm rungs of the saciety, usually in  rural areas. More

Fecertly there 1is grawing concern amarg  Irndoviesiarm  NG3Js  with
&Conanic issues, couched specifically inm emplayment and irnccme
‘Beneraticn terms. However, that emphasis thus far has remained
En ccmmurnity dymamics ard om the lcawer rurigs. Frcm a training
Perspec+ive, this retains the focus of NGO actiwvities em  such
1!5ues as community  actuatian, pre—ccageractives farmaticn,
:motivasi", commaurity  raral credit mcbilizatian, anc a ha=t af
Pelated matiars.

i NS

}31 Such a NGO perspective is wot yet prepared intellec:ually or
2Mperiertially to deal with the concent of wealth gereraticm by
ﬁhdividual sinall busiressimer. That corncegt is =+ill tao crassly
JmMmErcial, ar capitalist, For marny NCGOs, whase roccts remain in
F°MMUhity, acs contrastedc to imdividual, cevelcgpmenrntal acsiaon.

.. Yet such individuals in fact corstituta precisaly the target
v:FHattencion af PPK~tvpe trairing programs. The gap besweem
;hﬁse twao perspeczives is a real cre. PEK can Aot autamacically
Q“BUme that NGC persanrnel atiencing its cources are
\

5”105cpnically in ture or cperaticrally Zrecarec ta cdes!l Wwith
the PEK  thruet, ane  its' cuwrriculum ang  trainers Enculz  be
srwpﬂrec ta d2al with that.

N '

Lo

B

!é. Howewer, this gap is alsc a Br:idgeable cre. scarner or later,
"hgely because ewven many NGCs increasincly recao ]
e

o . . . . .
'}mmuhlty ecImcmLc viability is  unlikely W
he”atlhg activities withinm the commun £y, arnd %

>

:E:?thmore 1g:..r‘“:en than-grogp? arg th\?frznci:alhcreftors o sufn
mpﬁrﬁ . Althaugn mcss Indun951ah NECs are ras RS precar?c ta
e Mticralize thac umcerstanding in new pragrime cesigries for A
§1t£?iencEle, the_};kelihood 12 that imcressing numsers =F them
B ately will rind their ,way there, A e crhallenge
ﬁhnfrchtzng PPK is tc help build the rneceszary bricges ta help
u Alarg that rcad.



This, in fact, is alsa perhaps the main develcomental
opportunity which warking with the NGOs presents ta  PPK: I.e.,
the cppartunity ta help that Comruriity towards activities
focussed on  addressing cre of the mosT  crucial cnallerngs to
confraont Indonesian develapgment.

And finally, the PPK pragram assumes s pre—existing level of
metivation ta become a small business persar, plus scne capacity
to mabilize rescurces to that ernd. These irn facs may be hignly
valid assumpticns for important segments <of the =mall business
,Qector, and irn fact might help delimit the tarcet commurnity Ffor
bDH—type training. But Coancurrently these assumpticnrs may nct be
valid for the majority ofF the pexple in thcse segments  of the
accricmy  and the caunmtry where mcs:t NGOs currently are focussing

the majerity of their corcern ard their effarts, This raises
further interesting challerges Far defining praogram
cocmpatabilities betweer PPK  ard currently damimant NGO

perspectives.

Lgtarf

The staf¥ are said (by Yaung) to be quite goad. But the
fact remains that they are relatively junior and inexperierced.
-This carn be cvercome by time and by further appropriate training
And  irmtegraticrm inta the 1lifa stream of the prcagranm. Variacues
‘Mupport  services would be userul tae accelerate this.

& Thare is no imstituticrnalized process by whicn ExXisTing
i8taff can be replacec wher there is attrit:i «r. Thus, scorer or
vﬂﬂter PPK will rieed to deal with prcblem ofFf starF resglacement.
Emmre will the proagram get these replacesments? It car rot imoors
}rained trainers fram cother parts of IPPM, both because of the
erstige factaor ard because the prcgram perscectives are
difFErent anc therefore imgcrtaticon of ricri—sinall hbusirecs tvoes
FOULQ lead <o "praogram creean" - i.e., infiliration irntc the
Wﬁgram c ideas ardc grocedures ram the larger bus: ne=se
p'spect;ve wnich may well be irvelevans Lvo emall busimess
Fo"'Cer‘ns.

Similarly, there are rn< really exneriercec =g
j“sinessmem |&Mang the training staff ta give the praogram rea
G orlg anthernticity. How might such pezple be persuacec to cet
1""’leef::., AssSuUmMirg "at the praogram would find i+ desiragle +
e then? The good cres will mastly be too buswy rurring theis
.U51ne_525 and making morey. Faillures  vaoo cor't want,
7 e”?fqre, if ke pragram samecay dec:des it wanmts  tocuclemess
sta Starfs with such pexple, it may rieec tao lock fare the gcouod cres
sccial consciercsa, Cr pertags with a latemt des:rec s

=t

L

pernaps ocn a part-time basis.

% ,

f. How  well  should  the stars ce expected to  gerform o in A

tévlﬂc:al cutiescn proagram? I¥ The assigrmentsz relate szricsl,
't”ainlng, thern presumaply their skills a trans ferracle

’PPGVICec the trair:irg mater:als are sSuffic:ewn
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lecal circumstarnces arnd needs) and everything will be fire. Ir
the cutreach pragram takes place withirn a pravincal uritversity
setiing (leaving aside far a mcmert whether cr not it should ==
see belaw), will these Sarjara-level trainers be credible. ? It
is fairly common kncwledge that scme university types can be
quite status coriernted: PPK has had experience with this amaong
provincial univerity pecole whao have attended its caurcec in
Jakarta. Similarly, PPK  staff mav be at risk of  szeming
inexperiericed (as they were in the &nd and 3rd 13~week caourse)
wner dealing with NGOs in the pravirces which have existing
training programs and field—experierced trainers. Whether cr rat

this emerges as a problem will ceperd largely upcH MG
effectively the PPK trainers can impart kricwledge arg skills
which their trairees want arnd wvalue. Thus, 1t Eecaomes a

maragement problem —— but ore which must be addressad.

Ify, on the «ther hand, the cutreach procgram gets irnte

camplex inmstituticon building activities (as suggestec in  the 1

-
e

Ncvemoer 1288 projecs TeY1Sian proagosall) then that's a whale mew
ball game, with rew rules, reeds, anc expectaticrne. Nc matser
haw good the staff are at training in their fields ofF excertise,
they are l*ke‘y tz be tco Junicr ard experierced to be erffect:ve
in creating inmstituticnal clomes of PPK im the pravirces Where
daees the managemert depth ard develcpmert expertisa come Frum to

doe that?

ot
n

PPK  has beer canstantly lasing morney sirce the time oFf 14
incent icn, everr if Ycoung's salary (via Ford Fourngaticn) is n
entered intc the calculaticons. Is samething wrorg in this., ar ic
it irnherent in ary such program and therefore inevitable? Mawvbe
trairing always reeds tc be subsidi=eq? This issue recuires
clase examinaticn. Mainstream IPEM shorc-courzes have beev anie
te cover their ceostz. 2wt abvicusly small-susinessmen dom’ have

Cirparaticns benind tham Lo Pay Ccourse tees for tnem, arc  thew

Wor' S/can’t zay themsslves,

n
<

Ore of the larzer cnalleriges Facirc PEY thererzre i1e = Tinmg
lears by whicn scmesne will pay forr  ac  lescs some  oF 1ts
Services, s that these fees can hels offcer th ar

£ A

oS3
Sups:cization for thoase wha can't/wen't cover 3 tr1 alng
Cocsts, Perhaps dJdarncr sponsars cam 4o some oF this. Byt the
Pragram is in troauble if it me sz rely compoletely on such sucoor:,
fscec:ially of that reliarce leads it ta STCo explaring the csher

dltarratives.

-

r'n

perec with PCH, anc that's bac.

This is what has hag
firarnc:al ta:!l seems to Se wagging the subzsarmtive coo. Frcgram
Srift e thne result. As a con:iacuerce, PPK 15 wcs really ergacged
in gtrengtherning itself «ar ouilaing itz cwrn  Future marxe-s:
lhEcead, it l2 Just servicing the pragrammat ic nesds  of current
Pornscrs, Im doing sa, 1% is focussing on spernding moreyw as 1%
‘82 zmes availaole. This may serve help keen =taff ceomugies anc



therefare relatively happy, But it dces not seem a proper
contribution to sustairnable develcpment a Tivities.

Qutreach Program

There is rc evidence of strategic planning fcor PPK's

cutreach program. Plamning seems to be dcne mcstly on am ad hee
basis, primarily in resporse tco targets of appertunity and
requesss or suggesticns fram foarmer trainees. There dces nrct

appear to have beern any preparatary program market analysis to
determine key geograchical or ecancmic sector areas in which to
undertake activities. There are nca specific criteria upcn whicn
tc basa pragram decisicns. And there is no mid— ar lang—term PPK
program develcpment plan ta guide its relaticonships with cutreach
clients.

Mcst imocriantly, given the crientaticr «Ff POK cutreach
:;rﬁgram, there has been litile offar-= mace *to learn evarythin
which sculd be Kriciwr as the basis for infarmed cecisicn
camcerning cutreach in suppart of the NGJ cormuni ty. Given the
fact that IPOM  had rot had ary  substant:ial pricor experierice

dealing with the NGO cammunity befcore the inauguration of this

prcgram, it is particularly impertant that an adequate
infarmaticorn base be established. This has not cocurred.
Notwithstanding claims ta the contraty in ¢the AID grant
documer.iiat icr, Far example, IPPM has corducted nc survey of MGJO
availability. There is no ewvidernce of aceguata 27Faris arn  the
part of PPK  maragemert to laarw agout NGO perspectives anc
Capabilities with respect tc PPK.cutreach initiatives. Arcd nc
attempt seems to have beer made to ergage in any cdialague w1z
the NGO cgmmunity for the purpcese  of coming ta tettar

Understarndirngs regarding NGO expectatiaons, carr that commurnitys
Feceptivity to substantive collaborati:cn in any PPH iritiatives,

Forturnately 4s suggestved elsawnere in *his document, tners

ST b
are ample reasarns teo  be cptimistic aocus the poterntial For
learmingrul  ard productive ccocperaticn between POK and the MED

CCmmun: Sy, BEut this cocoeration will pot be erfarzless. arc sne
fMcre EPK learvs about the NGCs the easier it will bhe fFor Qs to
dea erfactively wit! the issues which M3y cTherwise prove

trcubnlescne. Ore ofF thoese sets of issues, the divergercs betweer
Protoatypical NGO philcscphical and cperaticonal persgectives ard
these of the PPK agorcach, has already been discused.

Ariztner NGO cornstrain carcervs the limited manpcwer bace cor

LEY Y o them. Rlthough the sector cantains same Truly
GUtstanding cerganizations, mcs< Eroucs withinm it have  a wide
rahge <r irviterrnal crganizatiarmal praeblems. Mary suvfer From
inENpEFiEhCEC starff and high Turvicver, largly because af  leow
Salaries ancd insurficlent Job securisy, Nearliw aill have weak
miﬂagement arc accoaunting swstems, stamming Trom the inclivaticn
tQ arrgani e arcund spec:ific projects rathe: than rar
thitut:onal cantirnuzty. This has t&e patenti1al of creating

Iy umber oF headaches fFor PPK autreacn Pregram adminlstraticon,



depenaging upan  the particular type of collaboration which is
attemnced. The PPK should krncow as much abcut such matiers as it
carn in order ta avaid unnecessary problems.

Perhaps mast importantly, Tew NGOs have ever hac experierce
relating tco such econcmic issues as entreprereurship develcapment
and small bur ess managemernt. They readily admit that they
deri’ £ knaw what they're doing in this area, and ackrnowledge that
they therefar 2 are likely ta be reluctant to embrace a PPK
approach toc readily, toca  rapidly, ar  toca  thoroughly. A
distarncing will remain, ard praobably this is agorapriate given
the NGOs legitimate desire.and need not to reglect or abandaon
their histaorical areas of interest arnd the:ir traditiaonal
clientele.

This relative NGO nraivete carncerning busiress and/ar
entregrereurial activities may in fact turr cut to alsc be crie of
their greater assets in support of the FTulfilimert ar  PPK/AID
objectives. This is because mast NG3s are irncreasingly begirming
to urderstard the neea tca became praguczively invalved in irncome
and emplayment gererating activities, arnd they are willirng to try
‘to learmn. Te the externt that this cczurs and beccme acvocates,

then they bring powerful assets ta the whale enterprise. These
assets including commitnent, gcaod access ta communities,
dedicatad pecple imbued with the spirit ofF service to

develcopment, and experierice dealing with the lcwer rurgs  Qf

Scciety.

The NG3s alsc represent a powerrtul tralning rescurce: cre
recent servey (copy ta be forwarded with this reccrt) identifies
3@ NGOs throughcut Indonesia which claim a capacity ta provide
Same form or cther of traiming. (Decerding av  haw they are
Countad, there are said tc be between 40Q ang &, 7QW development -
Oriermtad NGOs in Indaresia.) Given the ran—exhaustive rature of
the survey, there urdoubtedly are many mare. Althcugh mary afF
#hese groups will have cther agerdss ard pricrities arnc thers opre
Will be urminterestad in participating in PPK-tvpe acstivisies.
Mare, cthers will canstitute an impartant poctertial rescurce
dissemlnating trairing on small business managcemernt ard relace
lssues ... crice  they themselwves learn how ta do it anc  are

Persuaded of its value and relevarce.

PPK shculd learn abcut arnd establish relaticornships wiih
thesa training rnetworks. For starters, it sheuld consider making
Coritact with: a) the currenmt WAHLI/YIS/Yirna Swadaya imitiative tea
Pravige marnagement upgrading for NGOs using the tachrn:ical
2Ssistance services of the Managemert Institute of Marmitaobag 0)
the excellent training facilities operatec by, anmcrng athers, Bing
Hadaya, YIS, LSP, LP3IES, cr PIM, arag c) the irnchncate NGO
*rairers vieTwark being prapased by Marsur Farkih, Roem
“UPatimasang, Russ Dilts. I have left writter materiais
P°hcern1ng esch of these passibilities with the POK, ancd have

lscussed variacus possibilities with both Drs. Pravicac ang M,
c‘Uhq_
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enly limited discussicns have taken place with key

and even then these frequently cccurred because orf
-fnitiatives fram the NGO side rather than fram PPK. During the
past weeks, I have attempted to get scome mcmentum gaing om this
matter by brimging pecple and ideas taogether; much mare rieedgs ta
be dene by PPK on a regular arnd plarnned basis.

Sa far,
NGO leaders,

There alsoc dces not appear to have been much recent effFart
‘made ta establish regular or coantinuing dialcgue with thaose
business interests, banks, arnd cthers who might be persuaded to
'develop an intarest in the PPK's Qutreach capabilities fer
'ﬁrovincial training. In fact PPK?s cantacts with this community
have been limitad to efforts ta place graduates of the

em to
_;g-week course (Wwhich may have been an inappropriate way ta
Qnaugurate a PPK marketing prcgram) Plus varicus initiatives by
Mr. Young to market the pragam amang representatives of the
bxpatriate cammunity inm  Jakarta. Upocrtunities te pravide
“training tc paying custcmers may well have beer lost becausz aor
&his. {Two examples which I have beer able ta bring tx  the

Attertion of the PPK are the Certral Java Enterprise Develcpment
?FOJect arnd tne Financial Intermediaries Develcpment Praject,
.both Ffinarced by RID, and baoth potential cusicmers for PPK—-type
Eqryices, PPK had never heard of either pricor Lo my arrival,
?GSpite the fact that bath of those prajects ard the AID grant teo
APPM a11 originated frcm the same cffice within AID.)

Part of the reason for this néglect of marketing cutreacn
B3y lie in scme fallacicus assumgcicons that the package ofF
>$Faining available thraough PPK shculd speak far itself, and thus
'ﬂﬂnerate its acwn demand. This is nct, arncd is unlikely ever ta
E&mcme, the case. Aricther passible explamaticrn carcerns the
ﬁﬁsire af IPPM maragemernt to retain a low=key pasture far the
ﬂbogram, due ta a belieT that a more aggressive starce would
'mﬂherate moare cemand for services than the pragram cculd deal

Sien effectively. While this latter corcern may well be truye,
}he response to it might maore properly have be rncr in malrntaining
7 T . : = . -

;ﬁ_postupe which was sa low that the necessary inTarmatian far

f°mprehensive program develcapmernt could not be aobta:ned, But
J“StEag in develaping a strategic plan which waula enacls the
_program ta set priorities and thus effectively marshal its
nvailable resaurces only for thase activities which were truly
Pgartant tao it. I.e., the pragram needs a strategic plan
fﬁich will enable it to say no ta propased activities whicn do
ot Canfarm with its pricrities.

o= - The hattam line on marketimg cutreach is that PPK simply cawn
1S arfard ta focus all of its erforts and ernergles on itsg
?hﬁihing package and on servicing its doncr SPCrISCrs. In carder
o3 hECome financially wviable, it reeds ta cet cut 1nts the

nrkEtplace and aggreésively gererate scme payirng busiress. Rs a

Eg;lhESs world, PPK rieeds ta begin applying same  or thoce
. . “

loVlval skills ta its cwrn situaticn.



Establishing Self-sustaining "fRegicral NGJIs*

This concept, which 1is the core of the 1| Navember 1385
praoposal for project revision, is flawed in its assumpticons andg
is unrealistic. To the extent that it really aspgires tao create
new 7apabilities in rew and untested pravincial institutians, it
is unlikely ta wark. It will divert PPK fram ather activities
which promise higher cost-benerit. It will force the program to
attampt to acccmplish samething in uriknown and arten
urpredictable provincial circumstances which it has not yet beern
able to accomplish for itself right here in Jakarta.

Except perhaps in special circumstances, which can emerge
only after considerable preparatory work to enable pecale and
organizations to get te kriow one ancther’s dedicaticon and
capabilities, it should be abardoned. Even when such special
circumstances emerge, to be done properly any such praogram will
be labor intensive and will require managemert monitcar:ing  ang
backstopping support wnicn PPK is noc currently cacagcle orf
praviding. As IPPM should know well from its own fa:led effarts
in the mid—-137@s to create several new regicnal manacement
training insvitutes at provincial universities, regiacnal NEGJ
institution building is not merely a matier of training a few
pecple, dropping a .bit of maoney on their follaow—-up acs:vities,
and then watching everything work as hoped.

PPK will bea better advised tao seek means of warking
collaboratively with existing <«rgahizat:ions, te  incrementally
assist 1in acguiring the perspectives and skills of the prcagram.
The pay—-off potential is far greater, and such an approach leaves
PPK  with the potential for alsae focussing on its ownm neea tc
erigage in institution building and marketing much closer to haome
-— within PPK itself.

Universities

PPK has demcrnstyateg  scme  interest in working with
pravirncia uriiversities as "Regicnal MGOs ™ throucn the
cocperative relaticonsnip it is currently forging with Sam
Ratulargi Umiversity (UNSRAT) in Menado. There may be good

reasaens for this specific affiliatian, althcugh tnar pernaps
shculd be examined carerully before proceeding too much further.

The gerieral issue of university invelvement in the PPK
OQutreach Program needs to be examined. First, assuming agreement
that the ultimate objective of PPK outreach is ta promcte actual
small-business develcpment, the capability of universities tao

pravide appropriate training must be questiored. Urizversity
ecucatiaorn tends to be highly theacrezical arnd divarced from actual
busiriess «r commercial realities, anc persarrnel there are
comndliticred toward classracm lectures arnd are dis:rnclirmed :o gc
ta the Tield. Thus, pecple don't really learn to do Awtning in

T
0
(g 1)

hink about
shoulid bHe

Indoresian universities, but instead, i7 anything,
things. This is rnot what PPK-type cusreacn actiwvitie

[}
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about. Uriversities are not likely to provide a credibly
training mileau for such pragrams. The PPK pragram as current!:

set up is a field training program with minimal theory. It need:
ta stay that way.

Any proposed urniversity—based PPK cutreach prcgects shoulc
be approached with real cauticon ... if they must be apprcached ar
all. It should go without saying, of course, that circumstarces
might exist in sane places where a uriversity—based prcaran
acéually does pravide a unique opportunities to achieve PPK-type
abjectives. Such cases shculd be treated as exceptions to  the

gereral rule.

The AID Project

Urmder  the circumstarces described abave, it shculd rict be
SUrprising  thet come of the PPK's past and present cutreacn
activities have riot all gore as well as might have beer desired.
In fact, several of the activities specified ir the A&ID grant
documentation have rever happered at s11 (e.g. suppecr+t ta Yayasar
Diam Desa and to Pusat Perigembangan Mana jemen Sriwijgawva anc
Cortinuing caurse ta *rain NGQ persarnel at IPPM/Jakarta), while
8 variety of activities have been initiated were rot carntempl atec
in thase documents arnd which dao nat really appear to have beer
fully authcrized within the grarnt (e.g., support for the creatior
of rew "regioral NGQOs" in Merado ard Surabaya). Such issues
rmeed Ta be sorted cut betweer IPPM ard AID.

Other ircormsistercies ar confusicns exist which alsc need to
be clarified, far example the status of Outreach I and itcs
.Pelationship with PPK autreach activities. Noatwithetanding the
wording of IPPM's 1 November 1383 propcsal, which suggesiecd thaz
811 three previaus Outreach compconerts bpe ccllapsed inte the cre
entirely riew atitempt ta create the eight rew ‘"regicral NGCs",
vhere contirues +tc exist withinm IPPM (ard perhaps alsa AID) a
belief that Outreach I is still alive as a s2parate erntisy,
Perhaps it dces, despite the fact that the criginal bereficiary

in Mecarn has faultered, and probably should te abavcaorec.
In  the meantime, however, IPPM has becur ard is continuivg &
pragram  of suppart ta a rew group in Su-abaya urder OQutreach I,

- e A

Caricurrertly, PPK has ncw alsc committed itself to inmstituticnal
develapment sSupport to the Yayasan Perdasa Indanesia in Surabava
urnder  the rew but rict—-yet-approaved integrated cutreach strategy
(which I have suggested by abandcried). Does suppert ta  twe
saparate instituticns irn the same towrn make serse? Mavbe it
does, but scme clarifications are reeded.

Perhaps the baticm lire a¢rn all «f this is that the QAID grant
may be causing IPPM :n try to sell a praduct in the proavirnces
which hasr't vyet had a chance ta prave itself right here in
Jakarta. T whatever extent that is valid, then sSome
recrientaticorn  in the emphasis oF PPK pricrities (ard of the AIC
granc in repcorse to these pricrities ard its reading of PRz
petential capabilities) seems called feor.



-y -

These and many related matters reed to be scrted cout between
IPPM and AID.

Cariclusicon

Natwithstanding all of the foregoing, PPK remains a good
prcgrarm, especially when dealt with cn its criginal terms. It
paessesses considerable capacity which did not exist less thar
four years agc. But times have charged, arid the RAID grant and
PPK outreach aspirations have altered these cariginal terms.
There are- ricw rew challerges to face, and PPK has a ways to go
bertore it will be able ta deal with thcose with maximum
effectiveness. The firnal chapter of this repart offers a series
of thoughts regarding possible ways cof dealirng with those issues.
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C~APTER FOUR

ECISMMENDAT IONS

The wvaricus relevant issues car best be aadressec a&at two
separate levels: first 1n termse of the PPK 2rogram gemerally, anc
seccowd iv terms of those which are relevarnt to USAIZ/Irndoresials
supoort  ta  PPK’s cutreach pragram soec:Tically. Mary <F tne
gereral items 1rn the fFirs: categary will of course crucially
arfect varicus spec:fic issues 1+ the second.

There are twe furndamertal criteria ACsinST which all aspectcz
oT the PP  prcgram shculd be measured: relevances ang
sSuszaimabilityw. Prcgram relevarce can be measurec 2% whe extent
ta whaich it pasitively i1nmfluences aevelcoment pramacing anc
strerngIiherning capac:ties withirm the small busiress SecTor.

- e
c

Further refiriemert of this cefiriticr woculd reguire clar:<:ca
regarding wha the program clients are and how they nmizgnt e
contribute to thi1e orocess. Programes which co NGt

ly saurndg and Ty, frecuently

'
er, they are a waste ofF time, talent,

excected to
achieve ralevarce are me
signiTying nothimg. Too ottt
erevgy. arnd money.

Sustainabilit or the other harnd, Must be measurec Bv the
cegree ta  which actzvities begun (crr reintorced) urcer ar
exterrally—-sugoaried proagram are able £ cormtiviue  after that
suoscart 1s terminated.
caopacity to conmtirue to produce Gguanti
(e.g., rumpers of courses held or necole tr
concerns  the apbility ta have continu‘rg re
develcpmental reecs, ¢r to charging clients
substarnce, nct gusct emcty Torm. Process, nct product, :

Sustairnanility coces not mearn merely the

ly messuradie cutpuss
airned) : instasd. it
levarce ta charging
. There mu=t hbe res:

in

-
[ %

scake.

T muenh internaticnal gevelooment assistanmce has mot leoc b
develcomernt aciivitlies wnich car De susTailned &t toe conclusn or
of that assictarce. This 1s unforsunace, gscecially v oany humen
PEsSQUrces arerna such as small busirness csvelsomernt., whess Tailure
te achieve sustainability too  freguently leads S numa
frusitraticr, disallusicrment, arnd gemcralizaticon, i Ve OT

whatever short—term gains might acoear to have besv &
durirng the pericd of praject assictarce. Orice again,
ti1me, and talent have beer wacted.

Withirm this gerneral cormcert, the fallowing recommencaticnsz
deal Tirst with issues comcervivyg IPPM/POK ~=newa;lv, anc are
oroker dawrn into Tive categcries: 1) crogram cirecticon, I market
research anc marketvirc, 3) prozsram contens, =

Tirnance. The subsequernt sect:icrm ther turve To 1ssuee “Elating
more  specivicallw to the cuireacn comporment of t4e AID grant T
ippm, ara deals 1n seouerice with gues:tions corceErning: i) goalg



and abjectives, &) NGQOs, 3) cother cutreach target groups, arc 4)
acjusting the AID grant. The repcrt thern corcludes with soue
suggestions regarding specific activities which AID and./ cr
IPPM/PPK should attempt .to inaugurate durirng the coming Swa
rmoenths, prior to my next visit.

it is grucial that PEK urdertake a Sirategic plannirng
program.  with arm  emphasis on definirg cverall program gcals.
cbiectives, and iderntitv. Giver the magriztude of the reeds arnd

cpportunities which currently exist in the realm of training For
arnd promoticrs of small business development irn Indanesia, failure
tc¢ do this will assure continuing proagram drift, This, 1rm Surn,
will dissipate ernergies arnd staftf capabilities, will canfuse and
thus hamper effcris at relevarcy, ard will practically assure
that sustainability will remain elusive. The PPK pragram carn nat
be, and  should rct attempt tc beccne, all thirngs tc all pecpls
cancerrned with small busiress develcpmert ir Indcresia. It mues
lead fraom its? arnd IPPM's kricwn strergths (trainirng and the
preparatiorn of training packages), arnd must do s in ways which
will assure the maintanerce of quality. Abave all, it should
strive to take greater control af its cwn Future by defiming its
wr gcals and cbgectives, all within the cormtext of prabacle
future acpporturities ard capabilities. Exterral suppars 3
likely tc remaim irapcrtant, at least i1m tne short—-term, but b
«ugnt nrot be allowed a predaminant rale in cdetermining pragram

development ard pricrities.

0

-
v

Such a strategic plarming exercise can became a complex
uridertaking. The fallawing paragranohs sugpest several specific
compcrients which prabably sheuld be included ir the effcrt. Ore
crucially important camparent 1s the reed for caretul thought
regarding how Mr, Alwvr Yourg's departure, curraervly scheduled
Tor mid-1286, will arffect the evaoluticrn of the program, arnd how
IPPM/PPK might wish to use Mr. Yourg to best agvantage during hics
remairiing time ir  Indoresia. IPPM/PPK alsac reeds == tThinmk
caretully abcut, arnd plarn far, the varicus gaps ir the pragram
which his departure will create.

Strategic plarming carrct proceec intelligertly in the
abserce of a thorcugh understanding of the market envirarnment

within which IPPM/PPK hapes tao deplocy the services of r1te?
rogram. In crder for this cccur, IPPM resds to become more
ban currencly is the case in igemtifving and analivzing

t
the range o7 potential markets For PEK pregucts and serv:ices. The
program  has beern much more irnclined to assume the reed was great
(it ig, but that's ric excuse for imatternticrn to marketing) ard to

ther go abcut its business of curriculum ard sitaff development



in the apparent expectation that its products would be
appropriate to rneeds and that clients would ultimately come

seeking those products.

Orne early consequence of this apprcach was an  apparent
misreading of market demand fcr small busirness lcan afficers and
consultants amcarng barks ard larger busiresses. Aricther has been
the externt ta which the pragram has now essentially beeri backed
in ta a situatian where its pricrities are being determivied by a
rmarket demand perceived to be eminating predaminantly from
foreign dorcar agerncies.

This is tcc passive, tca reactive, arnd misdirected: the

Rrzgram wculd be  better served by more anticipatcory market
Leseareh. designed to enable the evelutiorn of an inteorated sec
of activities tied closelv to aralvsis of reed and ¢rf poterntial
future pricrity clients. Such an exercise shaould erable
activities to be targetted ta specific ecancmlc  sectars or
gecgraphical areas, rather thanr, as presently, rasult fram ad

haeeo  respormses  ta targets of capparturity presernted by dacrcr
expressicns of interest.

In addition‘ ta serving as an esserntial suppaort taal ta
strategic plarning, market apalwvsis can alsc be crucially

important to successful market cutreach effarts. and here too PPK

woeuld berefit fram greater erfcrt. Gcod market analysis carn help
identify pctential clients (either ecaorcamic sub—-sectcrs ocr
specific acercies) and simultarecusly: can help gererate the data
which will be rieeded to persuade those clients,.. especially those
asle to pay, that they dc in fact reguire the services which PPK

is prepared ta pravide.

Ine emergence of a paving clientele. tco help a@rfset the
cests of the subsidized trainirng which PPK shauld cantinue
providing, will gegur onlv it POK commits itsel? o a3 more
concerred erfort to make it hapgoen. -7 Thus. market analvsis cught
te lead to specific market cutreach plans angd acticr. In

additicn to thase which should emerge frcm market arnalvsis,
several specific actions can be sucgested on the bacsis af what we

already krcw.

¢ PPK, with all appropriate IPPM assistarnce, shaould re—examire
the patential market represerted by the barkirng system and
by industry. Givern the decentralizaticrm of the bariking
system which has cccurred sirce the crigirmal PPK marketing
erfart (ard the greater degree of liquidity and reed for a
higner vclume of reliable lcarns tc small busimnessmen which
this has erngerdered, especially among the private barks),
rerewed efforts mignt yield improved results. Berore
beginning such arn urdertaking, hawever, marketing strategies
reed tc determined ard campaigrs reed tea  be plarred
careftul ly.

arremar to cbiain

L
he diwverse

cantracts to cornguct training fo

<« RPK rneeds to learrn abcut and the
o t



A

game
correctly) succesfully marketed several vears aga as par

early rnat:cnal Fam:ilw plarrming campaigns.

Rar: by fere:gr dorer agemcies. Two such activit:es ccome
immediately tco mind, bath supopcrted by USRKRID, beath invalving
activities which cculd berefit greactly from the tvpe ofF
trairming PPK is able tc provide, and bc’ " potent:ially wich
furds available fram withirm their cwn projects ta pay  all
cests  for such training. These are the Certral Java
Enterprise Develcoment Project (CJEDP), based :in Semararz,
and the upcomirg Firarcial Intermediaries Develcpmert (FID)
Progect, with activities immirent ir Baridung, Semararg, ard
Padarg. M. Pravitricc has riow beewn intraoduced to  the
principals fram CJEDP, ard will have the cpparturiity to meet
with the FID pecple irn the rnear future. Other such projecte
unagcubtedly are aperaticonal, arid with apprcpriate recssarch
and marketirng fdllow—up, IPPM might be able tc create an
impaertant arnd profitable rniche for itself inm this important

areria.

IPPM shcould carisider cther, mcore inmavative, wavs of
cornducting market:i:ng cutreach prcgrams. There may be
considerable meric in the idea «of claser cellabaraticrn
betweeri PPK ard I1POM' s Corresparnaer ;e course civision (KMM),
especially 17 market aralysis indicated the existerce arf
market demanrd far aoprapriately madified products ard
services. In the same vein, IPPM/PPK might wish &a
investigate the fossibilities of commercially market:ing
small busiress develapment games such as those cCccasiarnal lv
faund in western markecs. These carm be beoth entertairing
arnd educaticral, and have the patent:ial bath to stimulate
greater entreprereurial/small busiress activities amorng the
Pocpulationn ard to provide a medes< saurce o incame which
could help urnderwrite currernt subsidizaticn costs of tne

cutreach praogram. !

Similarly, IPPM/POK mignt ultimaztely wish to corsiger HEing
the best of its trairers ta give loss—-lieader praomcticonal
Séminars  cr  trairing programs to poterntial clients ir
barikirg, 1rdustrial, govervmercal, <r other sectorcs. Sacn &
Tact: is used successfully elsaswnere {amcrg £

agercies arnd real =sigte enterprises irnm tne U.S. and

oe.
for example) to gererate rew busiress, and mignt possisliw
also serwve the same purpcse irn Indoriesia. This, of course,
would rneed ta be investiaged before it was atvempted, arnd
shculd be viewed as a leng—term busirness develcoment
investment. Givern the extent ta which the maragemnernt

orTering

educaticrn field itsely is widely reccgrnized as

precedgent Tor this idea exi1sis 1irm the "Chutes anc Lagcers
wnicn Yavasarn Irngcornesia Segahtera develcopedg ard (:7f I recal!
T oF the



majcr oppartunities for éntreoreneurlal activ:ity 1
Indoresia, at a minimum it would give PPK  ar  excellernt
cppaerturity to itself gairm exper:ernce as an erntregreneurial
promater of its cwn services.

And. firally, 4s part of 1ts deliberat:ons regarding how to

o
fill whatever gaps in the praogram will result from  Mre,
Young's geparture, IPPM/PPK rieeds tao cornsider his
success in dealinmg with, and abtairing support from, fFore:ign
donor agercies. Specifically, PPK shcauld give thaougnt to

questicns regarding whether, ard how, such  relaticrmsnips
will be mairntairned follawirmg Mr. Young's departure, and whao
will be responsible  for assuring their apprcapriate

continuaticon.

The curriculum has received corsiderable attentionm over tne
past few years, and iherefcre already is a strang aspect <« the

prograra. Norietheless, there always shauld be room o
impravement, and as parz of its sirategic planning process.  2BK
s0culd ser graiteria for furiher curricular develcopmert and
strengthening. There are two aspects to this issue: guality ard
breadth. and P2K snhculd be atterntive ta bath.

As with all other aspects ¢f the program, curracul um
develcomwert should flow in part from careful cornsideraticn of tne
acrual on gotentisl markets for the training oroducs. v,  far
example, follcwirng market aralvsis PPK cansiders traiming for

L ol

Bark lcar «fficers tc be a credible markec cpporturlty, ther
appropriate steps need to be takern ta  assure  that curricular
content is precerly geared tc meet the pricar:ity rieeds of tnaz
market. If, on the cther hard, it is determired that a »ircipal
market exists in addressing the reeds of NGO trainers wnAo
previcusly had focussed primarily on coummuriity mctivatiorn relatec
ta more effective use of sccial services, thern the course content
may need to be agjustead irn varicus small but poTtentially cruc:al
Aspects ta best address the rieeds of thic cancstituerncy. Rlthaougn
the basic conceots and principles currently ernsnrinec  1rn The
program  may remalrn fundamertally the same whereswver POK training
15 presented, difrTerernt audierces have different perspgecs:ives anc
different reguirements, and therefare other campcrernts of the

n

program  will rneed ta be adjusted accardirngly. Different study
exercises {(cantoha) will be essential fcr difTerernt reeds arnd
levels of scphistication. Other adjustmerts alsc will oe

regulred. The program reeds mecharnisms to assure its flexibility
in dealirng with this in timely fashian.

In  addressirg such iszues, i¥ will be important not to
dissipate the srergies of the program by diverting from areas  of
derired IPEM/PPOK  graicraityw. Market arnalysis anc strategic
plarring might sugpest, for examole, that it waould be a pouIr use

=

af PPK rescurces toa agevelaop study exercises relevant to the rescs
<f  urnemboloyed youth in the villages wha are attempting Lheir



first ertry intc the non—-formal small busiress sector. If this
were tne case, thern it would be a waste of time and effart fcr
PPK to produce materials respornsive to such need. But on  the

other hand, proper aralysis and planning might sugges:t that such
materials will be required for future PPK activities, in which
case resources wculd need to be devated ta their development at
the apprapriate time. The point is that such a decisicn shauld
be made c¢cuoly < the basis of a rational and carnsistently-applied

planning process.

Wheri curricular needs are identified in areas where PPK
determines it is urable to respand, thcought should be given ta
identiftying <«thers, perhaps thrcugh the NGO rietwarks, who wcould
be prepared tca do the necessary wark in corder to satisfy the
reeas of its aown coanstituernts, ar those of cthers. This is crne
aof several examples of how effective PPK rnetworking with ather
concerrned parties camn have a syrnergistic erfect om the pramctiaon
of * the whale idea of business marnagement training fcor the small

busiress sector.

PPK  alsc should conmsider the poassible reed to add new

curricular materials. agaln based on the anmticipated nreecs of

future proaram clients. Several possible subjects were suggested

to me in discussions during the past few weeks, including:

o praoduct packaginag, especially for anmy ccurses taught tc
pecple wha will be carncerried with anyv praoducticn activities

-

¢ evaluaticn and follow=—up techrnigues, either for training—-of-
trairners courses or for future small busirness cansulitarnts
wha will mneed to maintain continuirng relaticnmships with

clients;

¢ creative thinkirng, especially relating to haow to identify
and act on new market needs, and;

o marketinag, fcr practically arny audiernce. Lack of such a
module is, many pecple suggest, one of the principal current
deficiencies ot the PPK program.

Any modifications and additicrns to the PPK curriculum shcould
rict ccme orily frcm market analysis of poetential future
apportunities. The other crucially importawt scurce for ideas
and suggestions is evaluation, feed-back, ard fallow-up with past
trairners, in order to learn fram their experiernces faollawing
completiornn of PPK trairning programs. If the skills learred have
not beern used. Qr nct begn used cptimallv., the PPK should krnow

this. §ggglg attempot o find cut whv. gnd shun]d Huse swueh
-
1

the Druaram. Ihg QEK does not CHPPQHTIV have the giggg;:z to

ther emplav it comsistentlv. u1uh out thls. PEK could bec ome 11
too marny other failed programs of other agerc:es iri the pa
which did wrot learn fraom either their successes or their

mistakes. Merely asking pecple at the ernd of a course what they



thought of it is mot geood enough:'too frequently such an approach
only provides imnadequate or inaccurate impressions which 1lull
people into a false sense of security regarding the real value of
their training package.

One final recommendation coricerning the program conter:: it
will be especially important to assure that there 1is naG
backsliding following Mr. Young's departure. He has been
especially rigorous on this, and program staff will want to take
care not to relax after he has gone.

The <training staff are crucially important to any pragram

such as this.. They are the front line troops upon whose
strengths or weakriesses the reputation and therefore the success
or failure of the progranm primarily depends. If they are good

at all aspects of what they must do (anmd if they are deployed
properly), thers they will help create the future market for the
program: if they ar= not, then any and all marketirng, curricular
development, o@r cther effarts may turn cut to have been a waste

of time ard money. In this context, it will be crucially
important for PPK to pav coartiruous azrenticr to the develcoment.
groafessicrnal uporading. and pericdic replenishment of its

teachivng staff.

These cammerits should nrcot be interpreted +to imbly any

negative evaluation of current staff capabilities. I was urable
ta abserve erncugh of the staff in training situatiaons to make any
valid assessments. However, thase three that I  did cobserve
appeared campetent, confident, kricwledgeable, irn cartral of their
siztuations, arnd gererally well-trairned. Norietheless, the fact
remains that mast  staff  members are Yaurig, relatively
irnexperiericed, and lacking irn extersive direct perscnal

irvalvemernt in reali-life small business creation and wmaragement.
They cabvicusly cculd berefit From appraopriate statf develcoment
acrtivities. Varicus apticns suggests themselves, such as:

o training  programs  in relovant subgect areas  or  teacning
methads;

¢ invalvemert in curricular develcpment, either thrcugh
upgrading/mcdi fication of existing materials or in the
developmert of riew materials;

« irvalvement ir program management assistance rales, and;

¢ market analysis arnd research, pcssibly participation in
related strategic plarming activities, and direc:
irvel vement irt market cutreach waork. Ore particularly
challerging way tc apprcach this latter pcesibility 1isg, as
already suggested elsewhere irm this rescrt, tce have star
traivers from PPK presert loss-leader seminars ta patential
instituticnal cliernts as a mearns of gererating new paying



business in the commercial or government sectors.

Carcurrently, IPPM's maragement will want to continue
cornsidering ways of erharcing the perceived pcsitions of the non-
prafessicnal staff trainers within PPK. IPPM regulations require
the possession of a Sardjana degree as a prerequisite for
attaining professicnal status within the 1Institute. Such a
degree is rnot really relevant to the skills needed amcng trainers
withinm the PPK praograrm, ard in fact in scame instances might

actually be a hinderarce *ta truly effective performance. Other
mechanisms  fo enable the attairmert of status ard compensaticn
gomparable  fo that enicved by cther trainirng staff within IPPM

d2irg has gcomparable worth.

Ore possibility which has been suggested is the irntroduction

af an ircentive system which wculd award creative
entreprereurship in support aof prcgram cbjectives such as, for
example, exemplary iniative in develcping rew curricular

materials, -or successful effarts ta generate rew paying business
for the deparimernt. RTter all, this program is desigried to teach
and promate entreprereurial small business develaopmert. If the
staff canm be enccauraged to find ways toa practice what the program
preaches, this can orly berefit the whaole effart.

______________ scgme "real! =small

busiress ertreorereurs corn the teachirg 8x3r%, ta infuse the
prcagram with ever mcre reality than currently is possible thrcugh
its current emphasis oan business games, rale playing, and field
werk., Rrny addition of such pecple wculd, af ccurse, have ¢ be

decided within the ccrntex:t of a strategic plarmrirg exerc:se.

Irnn the sama ve1lr, PPK ogaces nrot currertly have any strategic

plari ta deal with %the passibility of staff attriticr. This will
be wreeded, scaarer cor later, arnd it wculd be preferable tc be
prepared in advarce. Ultimately the prcgram mayv have to dec:iae

ori  the advisability of either rurming the 5@-week ccurse agaiwr,
cr  of coreatinmg a crash training program which cculd ecuis new
pPeople, Trem  wherever they are acquired, ta be effective as
=

rainers irn the PPK pragram.

A complicating facter in applyirng the sustairnability
argument cited at the begirming of this chapter is that training,
especially wherr it is desigried to impact on small-scale
entrepreneurs arnd busiress pecple (wha practically by defimition
pcssess neither the excess firancial rescurces ricas the
inclination to pay fer their training), is unlikely tc be able zca
avaid being subsidized to scme gegres cr  ather. This seems

almast irewvitable, arnd will have ta be accepted. Nat orily thoese
wheoo  are willing and/cr able te pay wneed help; in fact,

precisely those who are least: likely to be aoble cr willarg pay
who after could make greatest use of the kinds of help which PPK

ct
3.
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cauld provide. Thus, the challerge facirg PBK is to find a
balarce between pavirg and noenzpaving clients, so that the income
from the Former oroup can Bravide the rnecessary subsidies for the
latter. In order tc-accomplish this, PPK must breask away from
its cgurrent tendercy to allcw the availabilityv of fagreign  deoncor
Subsidies tc became a substitute for the reeded market analyvsis,
Siraregic planrning, arnd marketing which has. heern szronoly

recommerded apove. These daricr furds can productively be used
for a variety of purposes, but their existence cught not be
allowed, &S has happened with PPK, to become an excuse feor not
aggressively cortinuing to seek aut other markets whicnhn will
ernacle the program ta get itself cleoser to financ:al equilibrium
thrcugh receipt of incomes derived fram training caurses

conducted orn a paying basis in the marketplace.

existing dorncr suppcrt ir order

ge will be determiring how best tc atilize
¢ stIremcthern
will larer be

able to mairtairn such eguilibrium e 3 mare self-sustaining

Basis. As presertly beirng hardled, the QIS—¥;nd;g PPK Outreach

Praogram is not likely te contribute aptimally ta achieving sucn
an abjestive.

IPPMI s cutreach pragram nas the paternt:ial, with suppart from
the AID grant, t<¢ make a significant contribution ta the
advaricemerit of small busiress mariagemenrt training in Irndores:a.
There are, However, Yew currerit assurances that it will l:ive up
to this potertial. The value af its contribution will depend
Primarily an  the way ir which the program is implemerted. It
hardled indecisively ard on the basis of faulty assumptians
regarding relevarice and sustairability, its ultimate impact is

likely tc be margirnal. iIf, orm the zther harnd, it is implemer:ed
within the cartext of carefully derived, Trequently verif¥ied, and
& clearly established set of gcals and cojectives, thern it mighs

;
well have ari impact far beyornd all current expectaticons for ::g
success,

It is difficult to predict what impact the pragram might
have it it were to cortinue to be implemernted as at ~esent.
This is largely because there are toa marny mixed sigrnals
emirating from the prcject management regarding wnhere the pragran
really is gcivng and what it really anticipates accampl ishing.
Several of Tthe reasans for this were discussed in the previaous
chapter. Twa  ather crucially imporitant ores will be merticrned

here,

First, ther appears to be scame canfusior regard
RID's assistarce is intended to accomplish. I.e., Is the fursocse
€ the AID proasct o help I1RBM/POK gevelop i1fs capacities zo
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has thase capacities and that the infent of the proiec: is to
utilize what alreadv exiszs as a delivery mechanism for

gevelcoment assistance o cthers? PPK is acting as if the latter

were the case: AID believes that the former is eqgually
appraopriate. Each interpetation implies a very different
apprcach to the way activities are cericeived, Justified, arnd
carried cut. These divergirng views need tc be raticralized. ard

thern irnccrporated into the grant dogumertaticr and imtc the PPK's

Dave :iheir apprepriate place in the program. arnd bath n e =

Secarnd, assuming that it can be agreed that are basic gcal
af the PPK coutreach program shculd be the creation and/ar
strengthening of provincial capacities to pravide training and
techrical assistarice services to small busiress develcapment, then
i: will be impertant to idemtifv and implemert tactics desigried
¢ agzomplish proaect c¢piectives. At the mament twa entirely

3 4]

Separate arnd caonceptually distinct sets of tactics are
eviderice withim PPK. ARlthough significant differences between
them exist, na clear distinctiorms currently are beirg made, and
this bath canfuses arnd obscures immplemernitaticr.

The first of these tacties basically ccmprises a rarnpe of
instituticon building furnctiors. It assumes the re=sd ta create
Mew capacities where nore previcusly existed. It has immerise
prcgect implications for long-—term plarming, for comtinmuity in
Suppcrt  and backstapping, ard Toit rescurce  allcacations. This
agoraach currently is epidamized ivw the 1 Navember 1585 proaocsal
for progect revisiorn ard in current inTaormal commitmerits PPK has
rmage o create such rew entities and capabilities in Mermadc and
Surabava. Dcre  praoperly, this 1is 1likely tc be a complex,
expersive, and consuming undertaking. The historical reccord
(both IPPM’s via its failed mid—1%7@s pravimncial maragement
eaucation praogram arnd gereral develcpment experiece) suggests
That the cdds far sustarmanle success are law.

The second of tThese tactics are corncerrned  wish
ernhancemeant ar mocificaticanm o existing institu
capapilities. The apprcach is tc builid cn scmething that &
exi1sts, i tThe pracecs atvempting either ta erable it to bet
accompl isn its' cwn gcals and capjectives ory in the case of
PPK cutreach program, tc assist it in expanding or madifwving i
gcals arnd objectives ard thewn building the capcacities
reach rew or different levels of accampl ishment. This appracach
partially reflects scme of the training for NGO perscanrnel which
was conducted earlier by PPK, as well as its current coaperaticon
Wwith crgar:zaticnms such as YIS, IWARI, ard cthers in Certral Java
and West Sumazra.

Ore espec:ially acttractive means of ernnancing or  woditving

existing inmstitutianal capabilift:ies is through praviding
approcoriace assistarnce "at the margirms'. Deoerndirng ari rneecdes,
this apprcach erables exiscting orgarnizaticonal capacities <o

expand services, broaders or deepen cfierings, extend cutreach tc
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wider geographical aor demographic areas, and/or irnm scme imstarnces
(as here) ta  broadenm substarntive perspectives into rew
aperaticoral realms. The essence of the appraach is that entities
receiving such support cantinue with their earlier activities
wnile corcurrently gained capacities relevant tc new areras for
action. Thus, rew activities are lessg inclined to dominate *he
life of the arganization, and thus "projectization” af
organizations (with all of the negative cormations of that wcrc,
such as lack on crgarizational continuity) is minimized.

The BbPK an

—_— —_——

assistance te i

Rlthough situaticns may arise in which it would be appropriate
given specifie circumstances and cpportunities, atemprs by PPK
to create rnew ‘regicnal NGOs" committed to small busiress

develcpment activities should be rare. shcould be mage with

Sommitumerts are made or rescurces are deplaved. Corcurrentiy
-

PPK  must g:ve scme Thcaugnt to how it will 0o about  extricatin
itself iFf its expectations for the capacities it anticipates

creating are rcot met. It is aften tco gasy to pcur gacd monew
arier pad irn 1ll-adgvised attempts to JUustity poaor decisicns by -
attemoting to Fix scmething which is unfixable. Neither PPK nor

AID can allow such a thirmg tc happen here.

orererrecd  course for the BB would be ore of warking o
W=Y2 2 draacer and more diverse Iamge of  sxisiing
zoward agcestarnce ard rmolemerzaticn of DDK-:ivoe

SEYZDort of ther cwrn. pDossiblw mggif;ggL zoals arnd

The discuszicrs iater in £h:e cnap
acther potential target groaups will sSuggest wavys  1n wnich  PPK
mignt accomplish this.

There is cne additicral palicy—-level matier which needs ta
be included iwn arny gaal—- and acbjective-settiirng exerc:ise Tor
PPK/0utreach. This which relatec closely ta the preceeding
discussion, arnd  stems from the fact that DDK reeds te establicsh
Eelecticr criteris far BrolBS: ac:ivities to be ungertarer by the
TUTreach Bragram. Sstablisnmert of such criteria will raeguLre
research inta, and cecisicrns or, among others:

« Becgrannical locaticr. 2B neesgs a raticrale Dasis  upon
whizn to gecide how pest o geplay LI DESzurces
gecaraphacallyv. Orie perspective argues the current Tacus

snculd be on Java, wnich Faces the gravest pressures T
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labor market forces and which has the greatest number of
resources available (NSO retworks, training facilities,
etc.) to opfimize impact. Another perspective says the
focus should be on the cuter islands, because any succests in
increasing small busirness dynamics there will help relieve
the flow of uriemploved migrants ta Java. Ancther dichcatcomy,
which nreeds to be examired and o whatever extent possible
resalved, is between implementir.g pragrams focussing on the
larpest urbarn  areas, where the prablem may already be
unmarviagable, arnd proagrams Tocussing in cities ard towrns af
intermediate size, where project acsivities might have
greater potertial feor meaningful impact.

o Sectaral focus. PPK alsca should determine whether cr not it

needs criteria for selecting specific econcmic EUb—seciors

Ypor which to facus. Market research could help determire

if there are particular sub-sectors where special
apporturniities exist <o make arn impact <through PPK-type
activities. If there are, then PPK reeds to examine ways of
integrating such information intc its plarming and decisicar~-
making procedures.

o Target groups. P2K needs to come ¢  sgme understandings

3bout ceriteria for selecting oroups wizh which fo work.

Especially when it is donating its' training services, which
is essertially what is currently happerirng with <+he AID
prcgram, PPK car expect ta receive far mcre reguests  For
assistance tharn it cculd ever pcessibly service. It rieeds ta
protect itself From avergxternsiar, arnd  Tram proogryan
dissipatior. It nreeas sane Basis 'upor which to say na tc
requests, or perhaps o gefer them for later atstenticr.

Mere importansly, PPK snould have a raticral basis. wizhig
he corzext of its siratapic plarns. upon which o measure

the opotenzials for relevancy arnd susrainapility. These

riteria snould irnclude, amcyig many athers, cantinuity  in

b v

n

0

perations, organizaticnal capabilities, potentials  Tor
»elevanrt and sustainanle irmpoact, 1mTeprity,
compactapbility with IPPM!'s/PPKY ohiloscphical percoectives,

with

In pursuing the recommerded strategy of working
them

established organizations and attempting to move

ircrementally tcward greater focus arnd cavacity relativig to small

most ariractive current tfarget

busiress agevelcpment, gv far the

grous for DB = cuireacn oreaoran

b v
ar¥e Ihe capagiiv. :the interest. toe acoess

ard the porerzial tc ennance the spread

oragrams, Clearly it will be ta everyore's
carnt NGO irvealvemernt Iv this

vime, DPK must come o urderstand  fullv  and
grfecrively with ifne difficuliies wnich gcan be
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anticipated inm working with the NGO community. It is a highly
hetercgeretos camiaunity with wildly varying interests,
cermstituercies, arnd capacities. Selecticn of orgamizatioms with
which tfo cocoperate will not always be easy cor straightforward.
Mavecaver, the coverwhelming majerity of these groups are nrot
currently ccmmitted <to programs related to  small busiress
cevelapment, and alvhough it seems highly likely that this is
changirng rapidly, the fac*t remains that the basic perspectives cof
the NEDs are. cor balarge. differert tham those of DBK. A
senbinuing - effort will have to be mage to bring  the fwe

Berspectives sufficientlyv close tooether that really meaningful

2and lasting ceallabaration will be possible. This should be cone

Ore matter of special concern in this cartext are those NGO
graups, and there are many, which really exist only in order e
implemert projects for which they find sponsors, and which
therefare do nci have much orgamnizatiornal continuity. I.e., once
the exterral suppart fFor arny particular set oof activities is
caompleted, the activity stops and the arganization maves on  to
whatever else it can abtain funding far. In such organizations,
cevelapment activities beccme ephemeral, and the real function of
the group is revealed for what it really is: an employment
service, ar  irnccame penerating mecharicm, for the personrel
invalved. The PPK grogram should take special gcare tgo avoid such

—dizorcaaekkar—ed" croanizaticrms. This is a soecial yUlmerapility
2 new crganizaticms. and comstitutes amcther reascrm  wnv PPk
sheuld be car=ful irn amy atiempts it makss ic  create rew
"regiagmnal NGOs", - It -alsa pravides Turther justificationm far

warking with well=established grocups —— evern thcough the pricor
existernce within those groups of Their own scals amd cobjectives
might irmitially make iwvitial ccallaboraticr scamewhat mcre
prablemattic.,

NGCs are highly desirable partners for PRK-tvype activities
far a variety of reascrs which have beer ernum=rated elsswnere in
this repcrt. Sasically, vhe Irdcresian NGOs are a proguct  of
the cauntry's larg experiernce wiith asscciaticms ectapliched ta
achieve cammar, practvical purpcses focr the . zmmorn beredit oF the

FTor

scociety. Thraoaugh that experience, precedents have esmerged
warking pragmatically as cappcriunities and rieeds arise. The wicde
spectrum of develapment-—-crierted grcacups which are a part of this
phericmerico curitentlyv irnmclude philarthrapic fourndaticnms, speclal-
interect asscaciatioms, cacperatives, educaticnsal ocr  training

instituticns, crecit umiocns anc village savings pcaals, womer’
wrganizaticons, work brigades, citizens® agsaciations, and service
—-user groups, amcrmpg  others. They camstitute a Righliy
hetercgerscus graup, with a wice variety of secicral interecsss,
pecazraphical locaticorms, ph:lcoscpnical percoectives, and levels of

gaxphisticasian.,

Cverall, the sector represents considerable casacity armd hac
the patential «f becamirng a truly impcortant "paritner i
develapmert" within the Irdoresian comtext. Amcrig the spec:ial
assets they bring ta any PPK—-type urdertaking relativwg tc small
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business develcpment include their broad coentacts with scciety,
their willingress to experiment, their existing retwcrks of
cerntacts which offers a potemtial fer dissemivaticn and spread
effect, and their corncern abou respording tc key develcmental

caricerTs,

Concurrently, as alsc has been nated, the NGEOs have varicus
liabilities which must be addressed if collaboraticon with PPK is

to  be meaningrul, In particular, they alrnady have their own
agendas arnd pricrities, arnd ever thaugh mary will be prepared to
pragmatically experiment irv  attempting sclutions to riew

definiticrns of rneed, they still have their earlier pricrities and
clientele, arnd shculd rct be expected tco abandon these. That :is,
PPK  ocught nrot expect to creatz clares of itself thraough its
caocperaticon with NEDs, armd it will rot be able toa impose its
perspectives. Instead, the mcade will rieed tc be callaborative.

Ir order ta achieve truly callabaraze relationships with the
appropriate NE0Os, PPK needs tc take several steps. First. PPK
needs to make & conceried effort e come ito knoaw the NGO
gommurity far better tharn currerntly is the case. IPPM had nrat
dealt extensively with this ccommunity before vnaugunzC/ of the
PPK  cutreach prcgrar, so there is much to leard. This will
reguire  that PPK take the init iative in meeting kev NGO leaders
and traipers and in imaupurating an in-depth dialocue regparding
______ngg§ dvnamics withiwm Indoeresia. preogram pricrities and

and means by which PPK might best establish ihe most
g g vdn':tzve arnd relevant relatricrmships with the key groups.

Everr thaugh the cutreach program shauld maintain its (rnon-
exclusive) emphasis on activities cuiside the capital city, much
=f this discussion can and should take Blace in Jakarta. This is
because several of the important NGOs with the mast extensive
natiarnal/praovivicial rnetworks are based here. Thus, PPK reeds to
begin its process of familiarizaticrn by esiablishing aporopriaie

relsticmships with those NEO crpamizaticrns which have come Lo be

Rnowr infocrmally as tne "Eig lngEQEQZEE-Eéggi == the EBINED growup.
The currently ackncowledoed members of this graup are  well-—-knowr
Ta anyorne familiar with Indoresian NGOs, and a list is contained
in my recent repcrt or "Inmstituticral Mechamisms to Raise Funcs
Tram Indoresiar Private Valuntary Organizations', a copy of which
1s included in the packet of materials I am submitting to IRFM as

art attachmert to this repcrt (see the appendix).

Amcrig  such  groups, there are several which wmight be
recommended  Tor  pricrity  attention frcam PPK. Each has ‘its
s ec*al strerngths and weakresses, and each offers urigue
opportunities  and ohallenrges. Discussions with all would be

reguired osetore PPK would Kriow best heow to incorparate them insc
its strategic plarmminc. Ir no particular order of pricority these
groups include, but are not at all limited to

o Bina Swadaya, and 1ts rmaticrmal PUSDIKLAT training center
rnear Jakarta;
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Yayasan Indcornesia Sejahtera, ard its Sola training center;

0

o Wahara Limpkungar Hidup, ecspecially with regard tc the wide-
ramging interests of its directcr, Erna Witcelar, ir (amaong
mary cother <thirgs) carporate  furnd-raising for the NGO
commuriity armd  its current leadership rcle in organizing a
praegram of maragement upgrading for NGO ;

& The Pcordak Pesantran mcvement, pcth as  supparted earlier
thrcaugh LPZ3ES ard as currertly epidamized through the work
of P3M ard NU, largely through the leaderncsip ot
Abdulrachmar Wahab and Nurchcalis Majids;

© LP3ES, thrcough a wide range of its activities;

o Lembaga Studi Pembangunran, ard especially that
crganizaticn’s work with Kaki Lima urder the leadership of

Adi Suscno;

< Muhamaddiyah, possibly especialy including its? wairmen
brarcn, Risyiyah, arnd; '

Pusat Penpembargun Agribusirness, which urder Amin Aziz been
invaelved in  a rarnge of  managemert promaticn pragrams

relating to agribusiness.

)

Mary mcre, pcssibly ever more apprapriate, crganizaticons
will emerge fram the kinds of cantirnuing discussions recommernded
here, This 1list anly begins to supgest the rarige ard depth of
“ppartunity which might be idertified through approriate market-
aralysis oriernted investigations. )

It rmust be reemphasized that few XINGD members (cr cther
smaller NGOs, for that matter) are currently warking specifically

in the area of small busiress develcapmert. Discussicrms sugh as
those recommernded here are rck ipi¥iallv merelv for the purccse
@f idenzifvinp target clierts. The intert is more ourpossful.
eng  the mcore basic gcbieciive is i inauourate the kirgd of
Cialcoue wnich will lead. cver fimg. ¢ meanincful zcollaporas:ve
effarts,

The dcwri—side aspect of workirng with NBOs in ary progran
such as this is that NGOs are highly urlikely ta ever constisute
a payirng clientele Far PPK's services. Cost—-sharivig is pcesiible,
ever prabable if harndled praperly, but this will mat assist PDK
im its instituticral reed ta¢  finmd wavs of brirmoing i
operaticrnal casts intca same Kinmd of eguilibrium with ites 3 Il
Subsidy cutlaye. Thus, &s has beern emphacsizec repeatedly, EBRY
nesds o explare cither market poEcibilities. Dboin inm sakarza
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PPK!s instituticr building effort om its cwn behalf. PRK should

nct  permit  the existence of that donor suppart ta divert itg?
atttenticn from this imperative, which is critical to its own

Ffuture existerice.

use cof existing dorcr support to erable it to do this as part
h

Part of this prccess will consist of iderntifying the

apprapriate paternitial participants fcr trairning, with a
calculated eye on develcaping the demand fcr future {(paying)
services. PPK eghculd cornsider laaking fcr such participants

thraugh a rarnge of scurces, and ther invalving them apporaoriately
i or—goirng activities with the explicit wobjective af usirig them
a4s 8 marketing entre for potential future busiress.

PPK  might want tc tap a wide range of scurces i pursuing

this tactic. R sampling of such scurces fellcows. Scme of these
suggesticrns will be off base. My irmternt is anly tea suggest the
diversity af cppartunities, pravided PPK wculd be prepared tc
make the nrecessary erforts to address themn. Ariy decisians
regarding specific targets ar caurse of actiorn must of ccurse
plcw Froam market aralysis arnd strategic plarnning. Groups

represernting a market potential might include, amang others:

¢ public enterprises -~ training units;

¢ agricultura pragrams for managers invalved irn  awriers—tc—be
pragrams;

¢ small busirness clinics and trairing centers;

> other management training institute;

& training of trairers pragrams;

¢ trade cr irndustry asscciaticrs — mary of which would like tc
assaciate with good pregrams <c help wvalidate their
existerce;

¢ darior—assisted prcgects - e.g., FID, CJEDR;

¢ bariks ard similar instituticns -~ per criginal PPK plars;

¢ busiresses -~ especially theose with patertial reed or
interest ir anak arigkat arrargemerts, 2. 0., Tranchising,
eto. .

T educatiarnal  currizulum plarrmers - possibly fooussing  on
vacational training certer and sub-prafessicrnal scnocls:

o MADIN - especially through its Compartment of Small-Scale
Enterorise; : '

o HIPLI - the- Irndaresiar Asscciatiorn For Trairning ars

Pt}

Develapmert, whose membership consists of Trairning directors
Tram public and private enterprise;

¢ HIPMI - Asscciaticr of Yourg Indoresian Eusiressmer, which
ars cther gccasians has expressed interest in
entrepreneurship training;

¢ HIPPI - Acsscciaticn of Indigerecus Rusirnessmer of Irndcores:

= Boverrmernt Mirnistries - especially Zducaticrn and Industry,
arnd;

@ cacoerative asscciatians,

a3

AS Just ore example of wnat might be invalwved here, ceornsider

mtnis last suppest:an, the coaperative asscciaticrs. Inm 138Z,

there were more tnar S60Q@ cacperatives, emplaving nearly 102, a@



marnagers and superviscrs., In effect, these cocperatives are pars
of the private sectar, most of them coperating with minimal GOI
intervention. There are appraximately 15 pecaple with at least
limited maragerial responsibilities withiv each orne, arid all of
these pecople ccauld berefit by training. In fact, natwithstarding
the fact that most of these were agriculture based, their
marmagerial cadre in  fact reeded many of the =ame kirnds of
business managemert skills as are beirg offered by the PPK.
Given the extent tw which y as noted earlier, Indornesia rmignt
succeed economically in direct relatianship ta its success in
agricultural arnd small scale enterprise, important results mignt
be achieved thrcougn assistarce irn  basic managemerit training
pragrams te cocaperatives. This wauld call far a majcr
arganizational effort, arnd  PPK might determire as part of its
strategic Plarming that such an effort is cutside of its
interests or bevard its capabilities. But at least it shculd
coansider such possibilities inm its plarming processes.

X

—

and implemernt its ARID-funded cuzreach pragram. given e
capabilities and available cpocrturnities. The original proagram
&S c«utlirned irm the AID dccumerts was ill-—farmed arnd inadeguate,
and wcauld have utilized rescurces ivi a sub-aptimal fashicn. . The
1 Navember 1385 prapcsal faor prcgect revision, arn the cther hanc,
i=e unrealistic and uriwarkable, and if fallowed rigarcusly ccauld.
easily l=ad tc the application of rescurces arnd energy in  wavs
that wculd have relatively little charce of achieving any lasting
accamplishmerts., New gcals, abjecrives, arnd procedures rieed o
be getermined, based orn a ccmbirnation of what actually has beewr
happeriing ard what car be learrned abcout real needs, cpartunities,
and programming corstraints. Ard then dccumertaticr reeds <
catch up with the prograrm, hapevully thraupgh a pracess  wnion
reflects the varicus abservaticrs and reccmmencaticns contairned

IPBM/PPRK clearly reed to think deeplyvy about haw best &
M

[T a}
S [a]
vy

la}y]

2
s i

ir this repart. Tc accomplish this, three Sasic thincs rieec ic
haspen.

First, PBK - and IPBM musi, Thrgugh a siratsg:g
gxercise besed or warket aralvsis arnd SDOPCDriaTE
Cesearch and ather activities, determine POK Drogram 0osls
strategies. This exercise shculd recagriize the AID sra

appoartunity, not  as a praject cblipation, and shauld
Plans to use the rescurces it represents accardingly.

— -

Thirc, the revised grant imclementaticorn  oroocsal s=hauld
abarncorn  the coutreach Tanceprs imoedded iv bcoth the 1 Navemoer
1985 pragect revisicon prapasal and iwm  the criginal proaecs
prapcsal. 1t scoculd inmstead Brgpgse a proaram based on & Droagenr
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e ¢of acrivities, including both imstituticnal develcpment

grt o a more limited number of “regicnal NGOs! and. to

1D

o f the NGO ccmmuriity ta assicst arid ramcte creater NGQ
sl x2& NbY  © bt and pramare preate v

invoalvewernt ir PBK tvpe of small busirness develcpment.. This
Tig

ria and performarnce eoxpeciaticrns. Arn  integral

component of the apprcach to be emolayed shculd be the leveraging
ot AID money ta extend outreach and impact. This means using
RID assistance to stimulate financial and material suppart from
avher sources, thus 1leading te callabarative programs and the
cocptation of commitment by cthers. It also moves away fFrom the
"total subsidization® syndrome, and enables a far wider spread
effect in the application of donor assistance.

Although a valid and valuable program implementatian
ccricept, such 1leveraging alsa places special requirements an
praject implementation arnd managemernt. It requires, for example,
a thorcugh understanding af the core activities aof any groups
‘hrough which such leveraging occcurs. Ard it necessitates far
more  thorough armd riporous fimancial ard substantive record
keeping than is the case with fully—-subsidized activities. Thus,
iPPM should cornsicer whether cor not it needs to add to iis staff,
pcssibly an a %tempcrary basis,, a develapment prafessicrial whe is
expert in dealing with NGOs ard whae is competent ta hamdle such
administrative and mariagemert mattiers. If it does, AID shculd
be sympathetic ta such a request.

Negar=Term Activities

The reccmmerdaticrs gontained in thi r2per:t  are  wige

ranging apgd comorenersive. & 2roCecss

rache» than

Zin.  This

EE——Qrgéégé

a8 can than  doing

Wwhas ong is tcold. JutT notwithstanding all of that, the oracecss

has <o start somewhere. What :s ncaw  reeced, vheresare, :s

agreement o a set ¥ activities wnicn canm be ungersarern

begirriing i1mmediately. These activities should set the cattern

for future PPK activities, ard shculd result, 1in the rnear future,

in a praposal tca AID which carn serve as the basis for a rewviced

RID/IPPM gramnt agreement, and Thus for the future course of the
curreach proagram.

Soec:fically, this nrear—term actior slarm should comorice

four major elemerts, all oF which I wculd hope will have beern

fully adcrecssed before 1 return o Jararta two monthe From mcw,

These are:

which can
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2. Flowing from such market aralysis,a strategic plarning process
=

for PBK needs to be inaugurated, which will form the bacsais o
the develaopment cof:

2. Marketing plams;

B. Pregram plarming for cutreach cperaticns, arnd;

€. 8 PBK prcooram develcowment plan.
3. B8 rnecessary prerequisite to ary program plarming for cutreach
eperaticms. will be the irauouraticrn of a orocgram of repular

4. These activities, taken together, should pravide the necessary
basis far the fcurth action wnich should be taken pricr ta the

end of May, which is fthat a preopgsal sheuld ke orepared Ifor ARID's
coarmsideraticn. incgorocrating the recommendaticns conmtained :n
this report and cuzlining a new PEK gutreach prcgram for small

business marnagemert fraining. This proposal should give eviderce
of having dealt, amcrig the marny cthers suggested throaughout this
chapter, with the Tallowing matiers:

a. Ways of furding NGO prcgyams at the margins, ta atfect
their directions, rather than attempting to set up rew "regional

NGOs*

B. The establishmert of a training schedule for course i
sakarta. These and all cthers should rct be Tully supsicdi d
fram ARID grant, but iristead shculd seek mearns of leveraging
suppcort as much as poassible ta assure participatiacn from J
saurces: '

c. The aevelcpmert of strategy, policy, pracedures, etz. for
any instivuticon building efforts which rmight be attempied. Thecse
shculd soecifically deal with cutstarding commitmernts by PPHK <o
UNSRAT :in Mernadc and Yavasarn Persada Indaresia in Surabava, and
snculd establisn, amarg cther things, perfoarmance criteria and
escape clauveses in the avent of ncr—pertormance;

d. Lirnkages and mecharisms for warking with cspecific
Jakarta-based NGOs, especially those with wide retweorbs and
demcristrated cor inchoate interest ivi small busiress marnaoemenrt
develcopment, arnd;

e. Plans arnd praposals for filling any gaps in <the
pragram  which might result as a cocrmsequernce af My, Yeaune
depariure, Rlsc needed are plarns for an crderly disergagemen
of Mr. Yourig in the remaining weeks of his consultarcy.

I will reiturn
Farward tc be:ing abple

whicn these recommendations nopefully will stimulate.
be highly desirable 2 f, by that time, matters had mcoved Torwa
tco the point whnere a prapasal for ARID could be firnali-ed
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© Indaresia at the end of May, and loak
£iet haowever possible irn the o
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prceject mnegcotiations could be completed during my shart (2=-3
week) visit.
Conclusions
There are impcrtant rneeds here that deserve the best that IPPM
can give them /(which car be a lat). PPK already has a fine
start, but it can ard must riow da more. The real issue is that

small Dbusiness marnagement educaticn has a lot te offer in
Indaresia at the moment -— much that can be of crucial importarce
to  Irndonesiar develapment effarts ard tc the livelihccds of that
large segmerit of the society which irhabits the nor—fcrmal small
busiriess sSector. PPK rieeds ta fird wavs tc captimize its impact
in this arerna, ard in crder ta do this meost ertectively, rone or
us can afford rot to give it our best, frarkest, amnd mcost sirncere
erfaorz. That is what this paper has at:tempted *c accomlisn.
Now the challerge is tc get on with what all reecs o be dore.
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Mariagement educatian affers major oppartunit:zes c
entreprereurs in Indoresia. IPPM already is well aware of this,
and its success at ather strata of managemewvit cver the years is
stroang  testimoary tca what can be achieved. PPK  rmust better
emulate its cwn institution, arnd must practice what its? CWTY
curriculum advocates. PPK cauld productively become mare
entreprereurial itself in selling/pramoting its small business
development pruducts and services. The challerge is ta assure

that its currert dormor deperderce will rict have rcabbed it of the

capacity tc do sc.

BoK needs tc keeo ir mind that RID's =zuppar: is schedul=d to

vears, thrcugh 199, Thn BOK orceram thevn*org dces
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implementation needs o be replaced. at least im pari. by effor:s

that geals. abiective, procegures. ang prigriiies

are firmlyv im Dlagg first. Such am apprcach carn not  he
imprcave the possibilities that the prcgect will achieve i
corsiderable patential. All of the fTorepcing sugoesticns and
recommendations  are made ith this primarily in mind.

they can be accepited iv the Spirit im which they are <«




APPENDIX I

The following materials, mast of which are discussed in
the appropriate context in the text of this report, have been
left with the Coordinatcr of the PPK program for IPPM'g future
reference. While directly relevarnt ta the caoncerns and needs aof
the PPK cutreach pragram, these materials are not exhaustive in
any way, and in fact are only representative of the brcaad range
of relevart materials which could prove useful.

Betts, Russell, Instituticnal Mechanisms tao Raise Furds far
Indornesian Private Valuntary Organizations, Develacpment
Rlternatives, Inc., February 1386.

Bima Swadaya, Katalog Bina Desa: Prafil Lembaga—-lembaga Swasta
Pergembang Swadaya Maysarakat, 1982 (to be updated scon).

Cax, Grant A Survey of Private Sectar Training in Indcnesia”,
far USAID, November 138S.

Galdmark, Susar, and Jay Rosengard, A Manuval for Evaluating
Small-Scale Enterprise Development Projects, Develcapment
Rlternatives, Inc., August . 13985 (also available as AID
Pragram Design and Evaluation Methcds Repart No. 6, November

198%3).
Holstein, ~ William Kurt, and Roger W. Bancroft, "Mariagement
Training in Indonesia: A Strategy for the Rureau for Private
Ernterprise af the U. s. Agericy for Internatiaonal
Develaopmert", circa September 1982.
Horadle, Gearge, ard Jerry VarSant, Implemertatian for

Sustainability: Lessans from Integrated Rural Develconment,
Kumeriar Press, 19a@s,

Lembaga Studi Pembangunan, "Survey and Assessment of NGOs in
Indaresia”, 1983. (This dccument is already with IPPM and
therefore not available ta me at this time, sa I  am
uncertain of its' exact title, which is in Indcresian rather

thanm Eriglish).

Manitaba Imstitute of Mariagement, "In—hcuse Superviscry and
Management Training and Develcpment Needs Survey", 1981.



Manitoba Irnstitute of Management, "Training and Developmert Needs
Survey", developed by Al Holmes arnd Brian Trump, 1981.

Stand, John, and Marnsaur Fakih, "An Assessment of Indonesian NGO
SmallEnterprise Development Programs", published on contract
to USAID/Indoresia, November 1984.

Topatimasang, Rcem, Bersama Untuk Berkembang, (Temukarya
Perigembargan Pendayagunaan Sumber—Sumber Pelatihan LPSM/LSM,

Published by P3M, April 198S.



