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B.  Project Description (summarized from the report and recommendation of the President)  
  

(i) Rationale: The government’s poverty reduction program suffered a significant setback because of the 
1997 Asian financial crisis. The crisis demonstrated that economic shocks could cause high surges in the 
incidence of poverty. It also highlighted the need for a long-term strategy based on social inclusion and 
addressing capability deprivation of the poor to make a significant impact on poverty. The lack of formal 
financial services and institutional support from districts and urban business communities was a particularly 
common impediment to increasing rural enterprise development. The project aimed to remove these 
constraints. Experience indicated that decentralized decision making and devolving resources directly to local 
government significantly decreases the cost of development implementation and increases the direct benefits 
of development projects for local communities. In 1999, two new laws (No. 22/1999 on regional government 
and No. 25/1999 on fiscal balance were passed that granted autonomy to district and village governments, 
which in effect gave them their own resources with which to plan and manage their own development based 
on local needs. Such decision-making powers underscored the need for adequate institutional capacity to 
effect the democratic process of decision that has been entrusted to local governments and communities. 
Under this framework, the project aimed at supporting formal and informal training and decision-making 
processes that would give local communities and government the required institutional capacity to better 
utilize the resources for poverty reduction and improvement of the quality of life in their communities.  
 
(ii) Impact: The project was expected to increase the incomes of poor families directly, through 
microenterprise and small-scale enterprise development in the rural areas; and to improve linkages to 
markets, and social and health services by improving rural infrastructure. The project design was to increase 
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the incomes of about 425,000 people or 85,000 families. Of these, about 370,000 people, or 74,000 poor 
families, were expected to increase their incomes to levels above the poverty line in 11 districts in six 
provinces of Indonesia: Central Kalimantan, East Kalimantan, South Kalimantan, Central Sulawesi, North 
Sulawesi, and Southeast Sulawesi. The project was to benefit directly about 550,000 people, or 110,000 
families, in the project area, equivalent to 4% of the population, through capacity building for local 
government, employment, and enterprise development. About 1.1 million people, or 220,000 families, in 11 
districts were to benefit from improved rural infrastructure—enabling them access not only to markets in 
nearby urban centers for their products but also to social and health services. Nonquantifiable benefits were 
expected from the capacity-building component of the project: strengthened rural community and local 
government institutions and better trained community development workers. Women were to benefit directly 
from training for local communities and financial services for microenterprises, most of which were expected 
to be women-owned. 
 
(iii) Objectives or expected outcomes: The development goal of the project was to increase the real 
incomes of the poor and in particular rural communities on the periphery of regional growth centers. The 
objectives of the project were to (i) empower rural communities by strengthening their capacity to plan and 
manage their own development activities; and (ii) support investments, foster rural–urban linkages, and 
establish rural infrastructure to promote agricultural productivity and off-farm business enterprises.  
  
(iv) Components and/or outputs: The project had four components. Part A supported (i) an institutional 
development process to improve community-based planning mechanisms to help local government and 
village communities plan and implement development programs according to the new decentralization laws; 
(ii) human resource development to support formal degrees for 1,773 staff of the Directorate General of Rural 
Community and Village Empowerment and local governments involved in community development; and (iii) a 
village grant to support the community training program. Part B supported the establishment of community-
based savings and loan organizations (CBSLOs) in targeted areas of Kalimantan and Sulawesi (about 
750 village communities) so that the targeted communities would have the capacity to obtain and service 
loans from financial institutions for microenterprise development. A credit line of $15.0 million from the loan 
was to be provided through regional development banks (BPDs). Part C supported the construction of rural 
infrastructure for the targeted communities to link poor communities to markets. Part D provided support for 
project management and monitoring.  
 

C. Evaluation of Design and Implementation (project completion report  assessment and validation) 
  

(i) Relevance of design and formulation: The project was consistent with the country’s development 
program. In the government’s National Development Program (PROPENAS) 2001–2005,1 economic recovery, 
good governance, infrastructure rehabilitation, regional autonomy through decentralization, poverty reduction, 
and women in development were among the issues that were addressed; these were also the foci of the 
project. The project supported the country’s decentralization process and devolution of implementation of 
responsibilities to local governments by including a component on capacity building for decentralized 
development planning.  
 

The National Medium-Term Development Plan (RPJM) 2004–2009 provided a strategic direction for the 
government to follow in addressing poverty, incorporating key elements of the National Poverty Reduction 
Strategy (SNPK), and achieving the Millennium Development Goals. The project was consistent with the 
development priority of the government. It was also in line with the government’s National Program for 
Community Empowerment (PNPM Mandiri) that aimed to reduce poverty by promoting community participation 
in development planning and management and delivery of basic services, including infrastructure.  

                                                 
1  Indonesia Departemen Pendidikan Nasional. 2000. Rancangan Program Pembangunan Nasional (Propenas) 

Tahun 2001–2005. Jakarta. Departemen Pendidikan Nasional. 
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In line with the country strategy of the Asian Development Bank (ADB),2 the project at the time of appraisal 
promoted (i) increased beneficiary participation, (ii) enhanced capacity of local governments and strengthened 
community-based service delivery systems, and (iii) reduced gender disparity. The project was fully consistent 
with ADB’s country and sector strategy and with the government’s objective of reducing poverty. 
 
The project followed a community-driven development approach similar to the Kecamatan (subdistrict) 
Development Program (KDP) financed by the World Bank. The difference between the KDP and the project 
was in the level of community engagement. The KDP had kecamatan-level coverage and allowed 
kecamatans to determine the allocation of block grants. The project, on the other hand, focused on poor 
villages and disbursed block grants directly to the village communities.  
 

The project design overestimated the capacity of the BPDs to deal with small community-based 
organizations and was not able to take into account the willingness of the CBSLOs to obtain legal status. As 
a result, the $15.0 million credit line to the CBSLOs was canceled in July 2005. This issue on the capacity of 
the BPDs to implement the credit subcomponent was raised in the Loan and Technical Assistance (TA) 
Coordination Committee.3 Yet, the project design pushed through with the BPDs as executing banks for the 
credit subcomponent.  
 

There were major changes in the project scope after the midterm review mission of December 2004. First, 
the financing plan at appraisal was changed to address the lack of counterpart funds, particularly at the 
district levels. Second, the $15 million credit line was cancelled because of the limited capacity and 
unwillingness of the BPDs to act as executing banks for the credit subcomponent.  
 

Following the earthquake and tsunami in Aceh and Nias on 26 December 2004, the project’s coverage was 
downsized from 750 villages to 543 villages to reallocate the resulting increased loan surplus to the disaster-
stricken areas. The government later agreed not to utilize this proposed reallocation of loan proceeds. Partial 
cancellation of $41.0 million was approved by ADB in July 2005.  

 

The project design took into account the lessons learned from previous projects of ADB, the Japan Bank for 
International Cooperation, and the World Bank4 (report and recommendation of the President, para. 30). In 
essence, these lessons highlighted the need for participation and empowerment of rural communities in 
undertaking development activities. Empowering these communities through capacity building and human 
resource development in association with access to financial services helps reduce poverty. In addition, the 
cost of village civil works is substantially reduced by using village-based planning processes and community 
labor inputs for small-scale infrastructure projects, compared with projects that are planned and 
implemented through national sectoral agencies.5 Further, villagers are willing to provide needed routine 
maintenance for small-scale infrastructure that they themselves planned and constructed. 
  
(ii) Project outputs:  
 

Part A: Capacity building for decentralized development planning  
 

                                                 
2  ADB. 2000. Country Operational Strategy. Manila.  
3  Minutes of Loan and Technical Assistance Coordination Committee Meeting on the Indonesia Community 

Empowerment for Rural Development Project, 5 September 2000. 
4  ADB. 1998. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Lao 

People’s Democratic Republic for Central Sulawesi Integrated Area Development and Conservation Project. 
Manila. (Loan 1605, for $32.0 million, approved on 27 January); ADB. 1999. Report and Recommendation of the 
President to the Board of Directors: Proposed Loan to the Lao People’s Democratic Republic for Community and 
Local Government Support Sector Development Program. Manila. (Loan 1678, for $120 million, approved on 25 
March); World Bank Loans: Loan 3888-IND: Village Infrastructure Project, for $72.5 million, approved on 29 June 
1995; Loan 4100-IND: Village Infrastructure Project II, for $140.1 million, approved in 1997; and Loan 4330-IND: 
Kecamatan Development Project, for $225.0 million, approved on 3 June 1998. 

5  World Bank. Loan 3888-IND: Village Infrastructure Project, for $72.5 million, approved on 29 June 1995.  
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Part A component of the project was designed to empower communities and to strengthen village and local 
officials’ capacity under a decentralized framework. Empowerment was to be achieved through three 
subcomponents: (i) institutional development, (ii) human resources development, and (iii) provision of village 
grants to support the community training programs.  
 
In terms of institutional development, community-based planning mechanism (CBPM) groups, including 
women’s groups, were established in all targeted 543 villages. CBPM groups involved about 
20,400 villagers, of whom 8,300 were female (40%) and 9,400 considered as indigenous people. All villages 
formulated village development plans, and the project only implemented activities that were identified in 
these plans. In addition, the project trained 1,858 people at the community level to facilitate village 
development initiatives based on the CBPM approach. Training on capacity building was conducted for 
CBPM working groups and stakeholders.  
 
The project provided capacity building for selected Directorate General of Rural Community and Village 
Empowerment and local government staff concerned with community development, and short-term foreign 
comparative studies for selected government staff. Of the 214 participants in the domestic bachelor’s degree 
program, 213 graduated. In the domestic master’s degree program, all 249 participants graduated. In the 
international master’s degree program, 31 of 32 participants completed the program. All programs in the 
short-term international comparative study program were completed.  
 
To support the community training program, village grants were provided to each community after 
successfully developing a village plan, at the end of the capacity building program. The grant was used to 
finance specific rural infrastructure that was identified in the village plans and approved by the elected village 
council. All project villages received village grants and implemented targeted construction of small rural 
infrastructure. Construction was fully undertaken by the villagers, while the project implementation units 
assisted in purchasing materials. Village grants amounted to an average of $6,019 per village, less than the 
target of $7,800 because of inadequate local government funding prior to the 2005 change in project scope.  
 
Part B: Development of rural financing institutions 
 
The project was able to establish CBSLOs in all 543 villages. The standard scope of services of these 
CBSLOs was mobilization of capital from members’ savings, provision of loan services for members, and 
education programs to improve members’ knowledge and skills in business management. Lending 
operations of CBSLOs promoted microenterprise development in primary production, processing, trade, and 
services. At project completion, loans outstanding were Rp16.06 billion ($1.64 million). Cumulative loans 
exceeded Rp48.00 billion ($4.90 million). Member savings and retained earnings from operations amounted 
to Rp16.00 billion ($1.63 million). CBSLOs had more than 40,000 members, of whom 55% were women, 
higher than the target of 50%.  
 
Of the 453 CBSLOs, only 143 have obtained legal status as cooperatives allowing them to access external 
credit. However, CBSLO associations were formed as legal entities to act on behalf of nonlegal CBSLOs 
and to carry out a range of other technical and financial CBSLO support functions. These associations were 
not envisioned at appraisal because the BPDs, as lenders, were supposed to onlend to CBSLOs.  
 
The Ministry of Finance was to relend about $15 million from the ordinary capital resources loan proceeds to 
six BPDs, which were to serve as executing banks for the credit subcomponent. BPDs were to onlend to 
CBSLOs, which in turn would onlend to their members at market rates. This did not materialize because of 
BPDs’ unwillingness to bear the credit risk without having direct control over the borrowers. As a result, the 
credit line of $15 million was canceled.  
 
Part C: Improvement of rural infrastructure 
 
A total of 1,547 kilometers of rural roads and 126 bridges were constructed or rehabilitated—more than 
the appraisal targets of 750 kilometers of rural roads and 105 bridges. Additional rural infrastructure 
constructed or rehabilitated under the project included 36 village dock/jetty units, 5 hectares of irrigation  
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systems, 2 small dams, 60 village markets, 8 fish auction places, and 506 units of other various village 
infrastructure (e.g., water supply systems, village halls, elementary school buildings, rice stock buildings, 
drying floors, and electric distribution lines). The majority of the civil works were implemented with the 
involvement of the communities. 
 
Part D: Project management and monitoring 
 
The project provided the necessary administrative support, technical guidance, and monitoring and 
supervision related to project implementation. The project established a project performance monitoring 
system that was maintained during project implementation. The project completion report (PCR)6 pointed 
out that although it included all the indicators identified in the project framework, the monitoring system 
lacked some important indicators such as the number of poor households and poor members in the 
CBSLOs, which would have been useful in determining poverty outreach and impact.  

 
(iii) Project cost, disbursements, borrower contribution, and conformance to schedule (as relevant 
to project performance): The actual project cost at loan closing was $115.42 million, which was lower 
than the appraisal cost of $170.22 million. ADB financed the entire actual foreign cost of $21.03 and 
$53.61 million of the local currency cost. The government covered the remaining $40.78 million of the local 
currency cost. A partial loan cancellation totaling $41.00 million was made in July 2005 following a change 
in project scope and implementation arrangements.  
 
The PCR provided adequate information and discussion on disbursements (Basic Data and Appendix 4). A 
total of $74.65 million was disbursed under the loan. Because of fiscal constraints and the uncertainty 
arising from the slow decentralization process, the decreasing share of ADB financing of the project after 
3 years of implementation led district governments unable to provide sufficient counterpart funds, causing 
delays in implementation. The project therefore reverted to the original project financing after project 
restructuring in 2005. As a result, counterpart funding for the project reached adequate levels.  
 
The start of project implementation was delayed by about a year because of delays in project consultant 
and community facilitator recruitment. The late release of counterpart funds at the start of the project also 
contributed to delayed recruitment of community facilitators. The lack of counterpart funding in 2004 and 
2005 further delayed project implementation but was improved greatly after new financing arrangements 
took effect in 2006 as a result of the change in project scope.    
 
(iv) Implementation arrangements, conditions and covenants, related technical assistance, and 
procurement and consultant performance: Project implementation arrangements basically followed the 
design as envisaged in the appraisal. The project steering committee, project implementation units, and 
district advisory and provincial advisory groups were established in accordance with the original design and 
schedule.  
 
It was envisaged in the design that six BPDs would serve as executing banks and implement the project’s 
credit subcomponent to support the microenterprises of CBSLOs. This arrangement never materialized. As 
explained by the PCR, this was due to (i) BPD’s unwillingness to bear the credit risk without having direct 
control over the borrowers, (ii) CBSLOs’ slow legalization process, and (iii) CBSLOs’ low absorptive 
capacity to utilize credit. The credit component was therefore canceled.  
 
The project was expected to assist 750 villages. Instead, only 543 villages were assisted because of 
(i) limited implementation capacity at the local government levels to handle additional villages; and (ii) the 
significant scale of the KDP, which started to cause overlaps in some districts. Based on the 
recommendation of the midterm review mission, the original target of 750 villages was therefore not 
pursued.  
 

                                                 
6  ADB. 2009. Completion Report: Community Empowerment for Rural Development in the Republic of Indonesia. 

Manila. 
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Only two of the 21 loan covenants were not complied with. One was the covenant on microcredit onlending 
that was canceled after the 2005 project restructuring, and the other on the importation of goods which was 
not applicable to the project.  
 
The project had attached advisory TA financed by ADB on a grant basis. The objectives of the TA grant 
were to (i) develop, test, and set up the structure and administrative procedures for disbursing, monitoring, 
and accounting of funds for implementing the project; and (ii) training district and village officials on the new 
financial management system for transparent account of project funds. The TA was rated less than 
satisfactory because it did not fully achieve an envisaged fiscal management system, and the fiscal 
management recommended was too complex for the region. 7  The financial management information 
system designed under the TA only served to monitor loan data. However, the results of the TA were used 
in the development of the project performance monitoring system. The Independent Evaluation Department 
(IED) finds the rating of the related TA fair and with sufficient basis. 
 
The PCR provided sufficient information and discussion on consultant recruitment and procurement 
(paras. 47–50). Engagement of consultants followed ADB’s Guidelines on the Use of Consultants 8 . 
Consultants were recruited under four hiring packages, i.e., one each for parts A, B, C, and D. This made 
coordination difficult. After the 2005 change in project scope, the team leader for part D was appointed as 
the overall consultant and the leader for other packages as coordinators. This helped improve coordination 
among consultants. However, a better arrangement would have been either recruitment of one package or 
several packages under one central team.  
 
The consultants performed satisfactorily and in accordance with their terms of reference. The relatively long 
engagement of community facilitators resulted in strong community organizations, active participation of 
communities in CBSLOs, and infrastructure implementation. Contractors and communities in civil works 
performed satisfactorily. Savings were generated from village infrastructure built directly by communities 
since they cost less than those built by contractors. In addition, operation and maintenance of facilities built 
through the community-based approach were reported to be better than infrastructure built by contractors.  

 
(v) Performance of the borrower and executing agency: The PCR rated the performance of the 
borrower and the executing agency (the Directorate General of Rural Community and Village Empowerment) 
satisfactory. The lack of counterpart funds at the district level during the first 3 years of implementation was 
addressed by the change in project scope after the midterm review. Overall, the government met the 
requirements for counterpart funds and established the necessary imprest account. Most of the loan 
covenants were complied with. The Directorate General of Rural Community and Village Empowerment 
fulfilled its responsibilities for project implementation, coordination, and supervision; and submitted a 
comprehensive PCR to ADB. IED concurs with the satisfactory performance rating of the borrower and 
executing agency.    

 
(vi) Performance of the Asian Development Bank: IED concurs with the PCR’s satisfactory rating of 
ADB’s performance. ADB monitored the project closely, fielded regular missions, and took measures to 
address issues in implementation. The project scope was revised based on the findings and 
recommendations of the midterm review mission. ADB responded promptly to the complaint from five 
villages regarding the incorrect sequencing of project activities.  

 
 

 D. Evaluation of Performance (PCR Assessment and Validation) 
  

(i) Relevance: The project was consistent with ADB’s country strategy and the government’s development 
objectives at appraisal and at project completion. The project’s support for decentralization and community 

                                                 
7  Attached to ADB. 2008. Report and Recommendation of the President to the Board of Directors on a Proposed 

Loan to the Republic of Indonesia for the Community Empowerment for Rural Development. Manila. (Loans 
1765(SF)/1766, for $65 million, approved on 19 October). 

8  ADB. 2000. Guidelines on the Use of Consultants by Asian Development Bank and its Borrowers. Manila. 
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empowerment has helped strengthen the capacities of rural communities to plan and manage their own 
development activities. Lessons from the project were incorporated in the ADB-supported PNPM Mandiri 
project,9 which also had community empowerment as its main objective. However, in terms of the design, 
the project overestimated the capacity and willingness of the BPDs in carrying out the credit subcomponent, 
and did not to take into account the readiness of the CBSLOs to obtain legal status. As a result, the credit 
subcomponent was cancelled and the majority of CBSLOs did not obtain legal status. At appraisal, the 
design was not able to fully consider the limitations in the implementation capacity of the local governments 
to handle the expected number of villages. Hence, the number of villages assisted by the project was 
downsized after the midterm review. Therefore, the IED rates the project relevant, which differs from the 
highly relevant rating of the PCR.  
 
(ii) Effectiveness in achieving outcome: The project achieved most of its expected outcomes. It has 
helped empower communities and strengthened village officials’ capacity under a decentralized 
environment; established CBSLOs in all targeted villages, with members provided with financial services; 
exceeded the targets for the construction and rehabilitation of rural roads and bridges; provided additional 
rural infrastructure and civil works to the targeted villages; and provided the necessary administrative 
support, technical guidance, monitoring, and supervision. The PCR reports that 58,280 households were 
moved out of poverty because of the project. However, there is no clear evidence that this can be attributed 
solely to the project, and not influenced by other positive factors present in the communities. The PCR did 
not provide in the appendix any technical explanation or discussion of the methodology used in measuring 
impact or in determining the number of households that were moved out of poverty. Nonetheless, IED 
agrees with the PCR’s effective rating in that most of the targets and expected outcomes of the project were 
achieved.  
 
(iii) Efficiency in achieving outcome and outputs: IED concurs with the efficient rating of the PCR. Using 
the same methodology used during appraisal, the base-case economic internal rate of return for the entire 
project at completion was estimated at 27.2%, higher than the 12% opportunity cost of capital. At appraisal, 
the economic internal rate of return was estimated at 17.6% but only the projects from microenterprises 
were used, and benefits from infrastructure were not included. The average financial internal rate of return 
of microenterprise investments was greater than 84% compared to the appraisal estimate of 45%. The 
project was completed within the time frame, indicating efficiency of process.  
 
(iv) Preliminary assessment of sustainability: IED rates the project likely sustainable. The CBPM has 
been established in the villages covered by the project. At project completion, most of the civil works and 
infrastructure were being maintained by communities and local governments. CBSLOs were able to 
mobilize savings from members, which they use as the source of loanable funds to support microenterprise 
activities. However, while these CBSLOs are all operational, they still need to be strengthened in financial 
management and accounting. Procedures to facilitate community involvement in planning and use of 
resources have been developed by district governments, and courses relating to community empowerment 
were continued by three universities. ADB supported PNPM Mandiri, which incorporated the lessons of the 
project and is expected to reinforce the sustainability of the project. 
 
(v) Impact (both intended and unintended):  The development objective of the project was to increase 
the incomes of poor families in rural areas, and to move 74,000 poor families above the poverty line. In this 
regard, the PCR reports that this objective of increasing the incomes of the rural poor can be considered 
achieved (para. 63). About 58,280 households in 543 villages in 12 project districts were reported to have 
been moved above the poverty line (Appendix 1).10 There is, however, insufficient data and analysis to 
support this claim. It is not clear if the movement out of poverty was solely due to the Project. There was no   

                                                 
9  ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the 

Republic of Indonesia for the Rural Infrastructure Support to the PNPM Mandiri Project. Manila (Loan 2449[SF], for 
equivalent of $50 million, approved on 29 September). 

10 The actual number of reported households that moved above the poverty line is lower than the targeted 
households in the project framework because of the downsizing of the targeted villages after the midterm review.  
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discussion on how the results on income were generated. The project did undertake baseline surveys; it 
conducted an impact study, but the reports11 were vague on the methodology used for assessing impact, 
criteria for the selection of project areas (treatment group) and non-project areas (comparison or control 
group), and the controls used to address known biases in impact evaluation (e.g., attribution and selection 
bias). Without a valid counterfactual information against which the treatment group is compared, the 
quantitative results on impact are open to question.  

 
 IED agrees with the PCR regarding the positive effects of the project on local governments’ capacity to plan 

and manage resources under a decentralized environment. CBPMs were established in targeted villages, 
strengthening the capacity of rural communities to plan and manage their development activities. 
Improvements in village infrastructure allowed remote villages to take their produce to markets, and helped 
promote business enterprises and productivity 
 

E. Overall Assessment, Lessons, and Recommendations (validation of PCR assessment) 
 

(i) Overall assessment: IED rates the project successful. It was relevant, effective, efficient, and likely 
sustainable. Majority of the expected outcomes were achieved. The project directly benefited the rural 
communities under the government’s new decentralized environment. Rural communities were 
strengthened in their capacity to plan and manage their own development activities. Rural infrastructure and 
civil works helped foster rural–urban linkages, access from farm to markets, and helped promote 
agricultural productivity and business enterprises. CBSLOs were all operational and were able to provide 
financial services to members. However, the reported increase in income of rural households and 
movement of 58,280 households above the poverty line needs to be supported by a valid counterfactual 
information. 
 
(ii) Lessons: IED agrees with the lessons learned from project implementation and considers them valuable 
to ADB operations. The active involvement of rural communities in planning and management of their own 
development activities significantly reduced infrastructure costs and caused them to take more 
responsibility in operating and maintaining the infrastructure they constructed. The project highlighted that a 
package consisting of rural infrastructure undertaken by villagers, accompanied by human resource 
development and access to financial services, promotes development in poor villages and helps improve 
their welfare. 
 
(iii) Recommendations: IED agrees with the general and project-related recommendations of the PCR. 
There is a need to strengthen the institutional capacity of the CBSLOs, particularly in financial management 
and accounting. District governments could facilitate this by seeking assistance from formal financial 
institutions. District governments should also continue assistance to the communities, particularly in the 
provision of training and other support services to sustain the use of the CBPMs.  
 

F. M&E Design, Implementation, and Utilization (PCR assessment and validation): The project 
established and maintained a performance monitoring system during the implementation period. It included 
a wide range of indicators related to (i) capacity building, (ii) development of rural financial institutions, and 
(iii) improvement of rural infrastructure. The system included all indicators identified in the project 
framework and was used to produce regular monitoring reports. The monitoring and evaluation (M&E) 
system lacked indicators on the number of poor households and poor members participating in the 
CBSLOs. These were not monitored regularly. In the report and recommendation of the President, the 
project clearly defined the targeted poor households, i.e., those with annual income of less than Rp670,000 
or $100 (para. 51). 12  The project basically relied on surveyed CBSLOs to determine the extent of 

                                                 
11  The results of the impact study were reported in the government PCR. These same results were used in the ADB 

PCR but no discussions were presented in the appendix on the methodology used.  
12  The feasibility study conducted for the project identified poor households that can afford only two meals a day; 

whose members are landless, sharecroppers, fisherfolk without boats; are headed by women; and are involved in 
subsistence farming, and small trading and selling of home-cooked food and beverages.  
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participation of this targeted group. There was no regular collection of information on the number of 
participating poor households in districts covered by the project. This limited the ability to determine the 
breadth and depth of outreach and the impact on poverty of the project. Other than this limitation, the 
project had an operational and effective monitoring system.  
 

G.  Other (e.g., Safeguards, including governance and anticorruption; Fiduciary Aspects; Government 
Assessment of the Project, as applicable) (PCR assessment and validation):  

 
 The Directorate General of Rural Community and Village Empowerment submitted to ADB a comprehensive 

PCR in compliance with the loan covenant. No issues were raised by the PCR on governance, 
anticorruption, or fiduciary aspects of the project.  
 

H. Ratings PCR IED Review Reason for Disagreement/Comments 

Relevance: Highly Relevant Relevant The project design overestimated the capacity 
and willingness of the BPDs in carrying out the 
credit subcomponent. It did not to take into 
account the readiness of the CBSLOs to 
obtain legal status and their low absorptive 
capacity to utilize credit. As a result, the credit 
subcomponent was cancelled and the majority 
of CBSLOs did not obtain legal status. Further, 
the design was not able to consider the 
limitations in the implementation capacity at 
the local government levels to handle the 
targeted number of villages. Hence, the 
number of villages assisted by the project was 
downsized after the midterm review. 

Effectiveness in 
Achieving Outcome: 

Effective Effective  

Efficiency in Achieving 
Outcome and Outputs: 

Efficient Efficient 
 

 

Preliminary 
Assessment of 
Sustainability: 

Likely 
Sustainable 

Likely 
Sustainable 

 

Borrower and EA: Satisfactory Satisfactory  
Performance of ADB: Satisfactory Satisfactory  
Impact: 58,280 

households in 
12 districts 
moved above 
the poverty line 

Data and 
analysis 
insufficient to 
support 
significant 
impact on 
poverty 

There was lack of discussion on how the 
impact on income and poverty was measured. 
It was not clear if the measurement of impact 
used a valid counterfactual outcome, without 
which the claim on increased income caused 
by the project is open to question.  

Overall Assessment: Successful Successful  
Quality of PCR:  Satisfactory  
 

I.  Comments on PCR Quality 
 

The PCR follows the PCR Guidelines (PAI 6.07)13 and is internally consistent. The underlying assumptions 
used for the financial and economic analysis are plausible and acceptable. Other than the need for further 
evidence on poverty impact, data and analysis were adequate.  

                                                 
13  ADB. 2009. Project Completion Report for Sovereign Operations. Project Administration Instructions. PAI 6.07.  

Manila. 
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J.  Recommendation for IED Follow-Up  
 

The project performance evaluation report may be undertaken 3–5 years after project implementation. Since 
the development objective of the project was poverty reduction, it would be appropriate to include in the project 
performance evaluation report a more rigorous poverty impact assessment.  
 

K.  Data Sources for Validation 
  
 Back to office reports, aide-mémoires, memorandum of understanding of the project review mission, minutes 

of the Staff Review Committee Meeting, minutes of the Meeting of ADB’s Board of Directors on the proposed 
project and TA, minutes of the Loan and TA Coordination Committee Meeting, minutes of the Management 
Review Meeting, project completion reports (ADB and government), report and recommendation of the 
President on the proposed loan and TA, and TA completion report on the Indonesia Financial Management 
System14. 

                                                 
14 ADB. 2005. Technical Assistance Completion Report: Financial Management System in the Republic of Indonesia. 

Manila. 



 

 

REGIONAL DEPARTMENT’S RESPONSE TO THE PROJECT COMPLETION REPORT 
VALIDATION REPORT 

 
 
On 5 August 2009, the Director of the Independent Evaluation Division 2, Independent 
Evaluation Department, received the following comments from the Indonesia Resident Mission, 
Southeast Asia Department.  
 
With reference to your memo dated 23 July 2009, we have reviewed the subject draft report and 
have no comments on it.  
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