
Poverty Reduction Support Facility
Design Document
2 December 2010
Table of Contents
2I.
Concept


2Overview


2Introduction


4Understanding Indonesia’s Poverty Reduction & Social Assistance Policy Challenge


6The Vice-presidential Program for Accelerated Poverty Reduction


10Donor Support


12Goals and Objectives


16II.
Implementation Strategy


16Executive Summary


16Program Description


17Implementing the Poverty Reduction Support Facility


18Role of Technical Assistance


20Definitions of Facility Stakeholder Roles


22AusAID Resources


22Monitoring and Evaluation


30Overarching AusAID Policy Issues


33Multi-Donor procedures




Table of Figures

7Figure 1: National Team for Accelerating Poverty Reduction


8Figure 2: Secretariat National Team for Accelerating Poverty Reduction


9Figure 3: Foreign Grant Financing


17Figure 4: Poverty Reduction Support Facility - Technical Assistance





List of Tables
24Table 1 :  Draft Monitoring and Evaluation Framework


28Table 2 : Political Risks


29Table 3 : Facility Operational Risks




Poverty Reduction Support Facility 
I. Concept 
Overview

This concept note proposes a multidonor support facility managed by AusAID to support the new Vice-Presidential National Team for Accelerating Poverty Reduction. The purpose of the Vice President’s inter-ministerial National Team is to develop an overarching policy framework that unites all of the Government of Indonesia’s (GoI) social assistance and poverty programs. Policy will be enforced through oversight of the budget. 
Indonesia’s Vice President has asked AusAID and the World Bank to coordinate donor support to the National Team. AusAID support will provide policy analysis, technical assistance, logistical management, and training. This assistance will help GoI define policy options; to translate their policy choices into operational programs; and to provide high-quality monitoring and evaluation. 

The project team rates the overall riskiness of this program as high. The reason for the high risk assessment is because the National Team was set up to bring order across Indonesia’s powerful ministries, who can be expected to resist consolidation and extra oversight. Risks have also heightened recently because of the weakened position of the Vice President and economic ministries, and the resultant turmoil within President Yudhoyono’s government, which will, if left unchecked, make deep policy reforms even more of a challenge.

Against this risk is the fact that the rewards to a successful program are also very high. As many as 90 million people would benefit from a full program of social protection, and some component programs such as universal health insurance would cover a major share of the entire Indonesian population. 

Introduction

1. While Indonesia is doing well in terms of GDP growth (5-6 percent annually since 2002) and poverty is again declining from post-1998 crisis levels, the country could do considerably better in the areas of poverty reduction, service delivery and governance. In 2009, 14.15 percent of the population was poor or below the national poverty line of US$1.55/day, and almost half were “near poor,” with consumption levels below US$2/day.
2. Indonesia has also suffered from a large number of significant economic and natural shocks. They include the East Asia economic crisis of 1998, the 2004 Aceh tsunami, food crop failures, various large earthquakes, and an even larger range of more localised but also severe shocks that sent otherwise poor people directly into destitution. For example, in 2007 alone, the 30 percent increase in the world rice price was the main cause of a 1.6 percent jump in the national poverty rate. In real numbers, that one shock sent approximately 3.5 million Indonesians into poverty who were not there previously.
3. Indonesia’s current suite of social assistance programs emerged largely through trial and error, often in response to an immediate shock, rather than as the products of a carefully thought through strategy. Nevertheless, beginning in 2007, the Government began to impose a conceptual framework on how social protection would be managed. 
4. Presidential decree formed an inter-ministerial task force (“TKPK”) chaired by the Coordinating Minister for Social Welfare. It initially included nine core ministries but soon rose to include the better part of the Cabinet, with as many as 21 ministers cited as members.     

5. The TKPK framework divided the social protection and poverty programs into three general clusters.

6. Cluster 1 consists of those clusters that involve individual transfers. Typical programs would include household rice subsidies, household cash transfers, education scholarships for the poor, and the various types of health cards that provided free access to clinics. 

7. Cluster 2 are the community-based programs, which for all practical purposes are provided through the National Program for Community Empowerment (PNPM), a $1.7 billion/year umbrella program that consists of block grant transfers to community councils to be used for productive investment.   Launched in 2007 as part of an initiative to rationalize and scale-up Indonesia’s diverse range of community programs, PNPM now reaches 60,000 rural and urban communities.  It will run until 2014.

8. Cluster 3 is broadly defined as microfinance programs for small entrepreneurs and small and medium sized enterprises (SMEs). Its actual budget amounts are unclear because it includes real programs such as the small business credit program (“KUR”) and also notionally budgeted, very large guarantee schemes that have yet to materialise. 
9. In February 2010 the National Team for Accelerating Poverty Reduction (“TNP2K”) was created and placed directly under Vice President Boediono.  The main purpose of the National Team will be to provide policy guidance to all three clusters.  Their main objectives will be to consolidate and scale-up Indonesia’s current patchwork of programs so that they can reach the 90 million poor and near-poor, most of whom live in Indonesia’s rural areas but increasingly are moving to the urban fringes. Priorities include targeted health insurance, educational assistance, food security, community resilience, and microfinance. Equally importantly, the program includes a broad program of institutional development that includes improvements to the quality of poverty statistics, monitoring and evaluation, and alternative mechanisms to deliver these programs effectively.

10. The Chief of Staff of the National Team is Dr. Bambang Widianto.  Mr. Widianto is a highly competent Deputy Minister from Bappenas who is well known to AusAID from his work coordinating impact monitoring for the Global Economic Crisis.   Mr. Widianto has approached AusAID and the World Bank to take the lead on donor assistance to Indonesia’s poverty programs.  
11. The purpose of this proposal is to respond to the Vice President’s request for AusAID assistance to his office for poverty coordination. The remainder of this concept note will explain in more detail the rationale behind the proposal, the proposed structure, risks and benefits to AusAID, and the overall plan for engagement with the new proposal.
Understanding Indonesia’s Poverty Reduction & Social Assistance Policy Challenge

12. Indonesia’s strategy for dealing with poverty needs to be understood within its historical context. After Independence and the subsequent turbulence of the 1960s, Indonesia put together a broad-based and very strong program to promote investment and accelerated growth; an agricultural support program to stabilise food prices and subsidies to ensure food security; and a large scale construction program for basic services (the “inpres” programs) such as primary schools, markets, access roads, and so on. The result was the sharpest drop in poverty experienced by any country since World War Two until the recent emergence of China and India. 

13. By the mid 1990s, however, there were no more big gains to be had from mass programs driven by centrally determined priorities. The rate of poverty reduction began to stagnate. The first decentralised programs – more technically, de-concentrated programs – seemed in many areas to revive growth but their impacts on poverty did not meet the government’s expectations. This is when they first launched some of the direct transfer programs such as the Inpres Desa Tertinggal and the Village Infrastructure Programs, both of which were intended to reduce poverty by providing for micro-investments by poor villagers. Similar programs such as the Kampung Improvement Program and the famous microfinance program for the poor run by BRI – Kupedes – evolved into targeted tertiary infrastructure and microfinance programs for urban and peri-urban areas.

14. The 1998 economic crisis and the fall of the Suharto government are relevant to a discussion on the current poverty strategy for two reasons. First, the proximate cause of the government’s fall was Suharto’s decision to respond to the crisis by reducing fuel subsidies which, at the time, were larger than all of the poverty programs combined. Second, because of the economic collapse and political upheaval, over the next five years the number of poverty programs increased rapidly, without much forethought or measurement of their effects. 

15. Political stabilisation in 2004 and the re-emergence of a strong economic cabinet revived interest in reducing wasteful subsidies so that those funds could be more usefully invested in recovery and growth. However, mindful of the political damage that the last effort to do this had caused, the government worked with international donors to devise a large-scale, unconditional cash transfer program that would reach approximately 20 million families. To most people’s surprise, this time the fuel price rise produced barely a ripple. As a result, while the 2007 World Bank poverty report showed that poor families had been fully compensated for the rise in fuel prices, only 25 percent of the estimated savings from the reduced subsidies went to fund the transfer programs that protected them. 2004 also saw the introduction of Law 40, the National Social Security System Law, but so far it has failed to have a meaningful impact.
16. The positive experience of the unconditional cash transfer program triggered high level interest from the economic ministries in other types of social protection. During her time in Bappenas, then Bappenas Minister Sri Mulyani encouraged the development of a pilot program on conditional cash transfers. In late 2006, Coordinating Minister for People’s Welfare Aburizal Bakrie pushed the national scale-up of PNPM, primarily on the argument that it would create jobs and reduce poverty in poor areas where more traditional growth tools had not had much impact. 

17. By 2007 GoI already had an emergent framework. Of special interest is that for the first time there was high level interest in using quantitative and qualitative evaluations to assess the efficacy of programs. GoI also for the first time began to show an interest in consolidating the highly fragmented social protection portfolio, including many small but fundamentally similar programs supported by donors. In late 2007 the inter-ministerial poverty committee (TPKP) presented its three cluster framework to a high level donor meeting. 

18. Indonesia’s growing support for social protection found further expression in its response to the 2008 Global Economic Crisis. Unlike 1998 when the crisis caused a massive recession, in 2008 the response to the crisis was to increase government spending. With little progress coming from the infrastructure stimulus, once again it was the transfer programs that provided the main means to mitigate economic fallout from a crisis. This combination of social protection’s ability to buffer economic fallout and to reinforce political stability triggered further interest in thinking through a more systemic approach to these instruments as the crises abated and Indonesia’s fiscal space for public investment increased. 

19. GoI also realised that they had gotten lucky. Most of the government’s formal plans to push for a fiscal stimulus through programs such as increased infrastructure spending, tax abatements and other non-transfer programs never came to fruition. The fact that most poor Indonesians were not affected by the global crisis because they were not as dependent on exports as previously thought probably did more to protect the poor than even the transfer programs did. Both the trend towards increased vulnerability and the need to make these systems work better were already clear.
20. 2008 also saw political discourse about social protection change. Initially all parties agreed that the food security, community grants, and SME programs were key elements in the national program for poverty reduction. With highly contested national elections imminent, the specific mix of social protection measures that would be supported by the Government became controversial, with different parties criticising the Government’s programs and proposing alternative ways to reduce waste and increase efficiency. For the first time, poverty entered public debate.
21. Indonesia’s Parliament fired the first shot by demanding that the government end the unconditional cash transfer program on the grounds that inclusion errors were too high
. Parliament felt that cash transfers reduced poor people’s initiative to work and that the Government would be taking on a long-term liability that would eventually outweigh any gains from reduced subsidies. Other parties proposed ending the community and school grant programs as being wasteful when what was needed was more investment in growth, though they quickly reversed course when polls saw their standings plummet every time they made such proposals. By contrast, other surveys showed that the social assistance programs had countrywide recognition with more than 90 percent approval rates – and it did not take long for the winning Partai Demokrat to make social protection a flagship slogan for their successful political campaign.

22. From a more technocratic perspective, high level oversight of social protection is both timely and needed. Because many of the programs have developed outside of a unifying strategy, few have ever received any serious evaluation, but what evidence there is suggests that there is an urgent need to increase efficiency, reduce waste, and begin thinking about long-term sustainability. 

23. Some examples will illustrate the problems. When Menko Kesra asked the World Bank to review the landscape of community programs under Cluster 2, the assessment identified more than 90 different programs, without even counting those supported by provinces and districts. Each had slightly different planning, oversight, and accounting procedures. 
24. Other areas such as the near-bankrupt pension program, the badly mis-targeted food subsidy program (“Raskin”) or the many, many subsidised yet unsustainable line agency microcredit programs highlighted the urgent need to put some order onto the chaos.

25. By 2008, GoI and the donor community for the first time agreed to include a social safety policy trigger in the macroeconomic development policy dialogue. This trigger consisted of carrying out a public expenditure review of all programs that the Government believed fit under the social protection umbrella. The expenditure review, which will be one of the activities supported under this proposal, will for the first time give high level policy makers a landscape view of their starting point as they begin planning for the national social protection program.
26. Almost immediately after taking power in October 2009, President Yudhoyono’s new Government announced the formation of a Vice Presidential group to accelerate poverty reduction. This National Team was formally inaugurated by presidential decree in March 2010. 
The Vice-presidential Program for Accelerated Poverty Reduction

27. The purpose of this proposal is to support the Vice President’s inter-ministerial National Team for Accelerating Poverty Reduction. The National Team will design and oversee social assistance and poverty reduction programs while consolidating, simplifying, and improving the efficiency of existing programs. The National Team will also identify important but troubled social protection programs and resolve their implementation problems. They will look to create synergies in poverty alleviation activities across ministries. 
28. The Government has already defined a number of success indicators, although more can be expected as the analytical work proceeds. Examples include:

· GoI agencies use a unified, standardised database and methodology for poverty targeting;
· GoI develops a high level system for monitoring and evaluating progress in poverty reduction;
· Indonesia introduces a single social security card that entitles eligible holders access to services;
· Ministry of Health restructures and improves health insurance for poor people;
· Ministry of National Education scholarships and other support programs ensure full K-9 school completion by the poor; 
· Indonesia’s program of conditional cash transfers is improved and scaled up to approximately 3 million households (currently at 720,000);
· Microfinance programs are consolidated and follow global best practice principles for outreach and sustainability.
29. National Team Design - The basic structure of the National Team remains similar to the inter-ministerial commission on poverty (“TKPK”) that was previously chaired by the Coordinating Minister for Social Welfare, with the Minister’s role now being taken on by the Vice President (Figure 1). Like the TKPK the focus of the National Team does not include social insurance programs but Law 40 remains relevant in relation to Jamkesmas
. Overall policy is provided by the Vice President’s office, which includes all relevant cabinet ministers. Those policies are turned into budget commitments through a financing committee chaired by the Bappenas minister. Execution is by the relevant line agency.
Figure 1: National Team for Accelerating Poverty Reduction
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30. Where do the policies come from? This gets to the heart of the proposal. The Vice-President’s Office has a secretariat that is backed by highly technical analytical working groups drawn from universities, private national and international consultants, and skilled government specialists. These working groups report to the Deputy Minister for People’s Welfare as shown in Figure 2. The working groups cover each cluster but the working group for health is separated from the social assistance working group because of the anticipated volume of work in this area. These cluster-specific working groups identify operational problems and strategic options within specific programs; commission analyses and reviews; and propose policy options.  There are also working groups working on the cross-cutting issues of targeting and monitoring and evaluation. They will write issue and options papers on these technical themes, such as improving statistical systems for poverty targeting.

31. Each of the three technical poverty clusters (household, community, microfinance) has its own taskforces (Figure 1) responsible for implementation of the policy recommendations coming from the policy working groups which sit within the National Team’s secretariat. They will also feed information to the policy working groups on implementation challenges and other operational level issues. For example, the task force on social assistance which covers conditional cash transfers (CCT) would monitor problems with CCT scale-up in order to remove bottlenecks. Assuming that the problem is tied to a policy or sufficiently high-level operational problem such as delayed budget, the Vice President’s Office would work to adjust whatever regulation or processing bottleneck would help the program get past the delay. The taskforce for social assistance will sit within the Vice-President’s Office (and will be supported by the AusAID managed multidonor facility) but the taskforces for Cluster 2 and Cluster 3 will sit in the Coordinating Ministry for People’s Welfare and the Coordinating Ministry for Economic Affairs, respectively.  
Figure 2: Secretariat National Team for Accelerating Poverty Reduction
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32. Two points are particularly important in this discussion. First, by fixing policy decision-making in the Vice President’s Office, there finally is a mechanism that allows the executive to make binding policy choices among the competing alternatives. Second, by giving the Bappenas-chaired financing committees authority over budget execution for all of these programs (Figure 3), the government will, if it succeeds (a big “if”) have a powerful mechanism to enforce the policy decisions made at the top. 

Figure 3: Foreign Grant Financing
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Donor Support

33. The Vice President’s office asked AusAID and the World Bank to design a multidonor support structure. To the extent possible, it should be modeled on the current World Bank hosted PNPM Support Facility (“PSF”), which GoI considers to be among the most successful multidonor support programs (AusAID is a founding member).  Some of the key reasons for PSF’s success are because:
· GoI chairs the meetings;
· entry is restricted, with distinctions between core members and observers;
· donors support a technically strong secretariat that prepares proposals and oversees their execution;
· it has multiple channels for disbursing funds;
· procedures are very simple; and
· activities are commissioned based on policy “steers” rather than open to unsolicited proposals.
34. These principles are replicated in the new support system. However, because the scope of work is much, much larger and because GoI wants AusAID to play a more visible role in policy dialogue, some slight variations will be introduced to strengthen the overall structure and overcome some of the constraints already experienced with the PSF.
35. Rather than one multidonor trust fund (MDTF) managed by the World Bank, the program will support two MDTFs, one executed by AusAID through a managing contractor, and one that will modify the existing PSF but remain a World Bank executed trust fund. Both trust funds will support the inter-ministerial steering committee and its infrastructure. All parties (GoI, the World Bank, and AusAID) agree that the additional support that the AusAID managed facility will provide is badly needed because of the PSF’s capacity constraints and its inability to perform some of the necessary functions to support the National Team, such as the renting of premises.  To keep lines of accountability simple, the AusAID program will take lead responsibility for Clusters 1 and 3 (household transfers and microfinance for the poor), while the World Bank will continue to lead on the PNPM program. However, they will have the same Steering Committee, and support proposals for any one activity will specify which of the two trust funds will support it.
36. Complementing the two MDTFs is a third World Bank program to support analytical work on poverty. This will be a bilateral contribution by AusAID to the World Bank, financed from the current budget measure for social protection agreed to in the forthcoming budget measure. The reason to keep this program separate from either of the two MDTFs is that the full workplan is already defined and approved by GoI. Its founding purpose is not to support all of the GoI stakeholders as the other two MDTFs do, but to complete the full program of analytical work. To do that the World Bank needs to make long-term staffing commitments and to start the diagnostic work more quickly than would otherwise be possible. 
37. Partners – AusAID’s direct partners in the development of this support mechanism will be the GoI and the World Bank. Other key partners will include those active in Cluster 1 activities (GTZ) and Cluster 2 activities (DfID, DANIDA, USAID, EU, Netherlands Development Cooperation and ADB). Business and civil society groups will often be key participants in the workshops organised by the working groups. AusAID relationships with these groups will likely strengthen over time as their roles become more defined in taking forward the poverty agenda. 
38. AusAID’s Scope of Services – The purpose of the donor support structure is to support policy development for poverty and social protection. It will cover technical assistance to all five of the policy groups described in Figure 1. That is, technical assistance will go to the Office of the Vice President, including the secretariat, and to the three clusters. In addition to technical assistance, the MDTFs will finance evaluations and surveys; training; administrative support; pilot programs; and policy relevant workshops.
39. The AusAID facility is not expected to provide co-financing for operational programs except under special conditions such as certain types of pilots. Any program support for operations would come through normal AusAID sectoral programs.  
40. Instruments – The selected instrument for the AusAID program will be a targeted facility executed through a managing contractor.
41. Operation of the Facility will follow simple guidelines developed jointly between GoI and AusAID. A Joint Management Committee (JMC) composed of Deputy level representatives of the Vice President, Bappenas, and Kesra as well as donor heads of agency will review the overall strategy and identify policy priorities. Each of the three clusters, which also have both government and technical representatives, turns the policy guidance into a workplan. The cluster workplans will be reviewed twice a year by the JMC, which also assigns a funding envelope to the cluster. 
42. Each cluster will produce a Project Digest that registers all activities. Bappenas submits the Digest to the Ministry of Finance for registration in the budget. AusAID’s facility can only execute proposals that have received sign-off from the JMC or from the cluster chairs. 
43. AusAID Management and Engagement  -​ Overall management of the Facility will be by AusAID’s Social Protection Manager, who will be AusAID’s primary point of contact for the Secretariat. Although the Facility will place advisers and technical experts into each of the technical clusters, AusAID sectoral specialists (especially the health team) will represent the agency in the different Cluster working groups and in the technical committees supporting the JMC. Other AusAID resources will be drawn on as needed, particularly the senior advisers to assess policy output. 
Goals and Objectives 

44. Long Term Goal: To increase the rate of poverty reduction in Indonesia and reduce the impact of shocks and stresses on the poor and vulnerable. 

45. Medium term goal: Improve the quality of policy advice for poverty programs.
46. Objectives: Given the Facility’s central role in supporting the National Team for Accelerating Poverty Reduction, its key objectives align with those of the National Team which are to: 

i. design and oversee a large-scale program of social assistance and poverty reduction; 

ii. consolidate, simplify, and improve the efficiency of existing programs; and 

iii. identify important but troubled social assistance programs and resolve their implementation problems. 

47. The AusAID specific objective of supporting the Facility is to play an active role to contribute to the direction of poverty (particularly social assistance) programs.

48. These goals and objectives are consistent with the overarching goal of sustainable poverty alleviation within the 2008-2013 Country Strategy under the Australia Indonesia Partnership. 

49. Expected Outcomes - The Facility will support the formulation of policy advice for GoI poverty programs with the expectation that this will lead to increased poverty reduction. This expectation follows the following logic:
Relevant, evidence based policy advice is produced by policy working groups 


Policy advice is translated into implementable modifications to program and new programs

Programming changes cushion the impact from shocks and stresses on the poor and vulnerable and accelerate poverty reduction. 

50. The expected outcomes of the support to the National Team for Accelerating Poverty Reduction will be achieved over different time horizons. Longer term and interim outcomes are outlined below. 

Longer term outcomes (3 years +)

· Implementation of policy advice improves the effectiveness of social assistance and poverty reduction programs. 

· Social assistance programs are better targeted. 

· Poor families eligible for social assistance programs have reliable access to these programs.

· Greater appetite within the diverse implementing agencies of GoI to implement integrated poverty programs. 

Interim outcomes

· Policy working groups produce policy advice that directly influences program decisions.

· Policy advice is realistic and implementable.

· Evaluations and pilot programs provide evidence base for policy formulation.

· Gaps in social assistance coverage are identified and actioned.

· AusAID participates in key policy discussions, in technical committees and influences decision making.

51. These goals, objectives and outcomes are described within a monitoring and evaluation framework in the Implementation Strategy. 

52. Defining Success – The success of this Facility can be measured both broadly and narrowly. In its broadest sense, the ultimate measurement will be the extent to which the services provided by the Facility help the Government of Indonesia provide an effective, integrated, mix of activities that reduce vulnerability for Indonesia’s 90 million poor and near-poor. Outcome measurements will be defined through the programs they support (i.e. health impacts for new Jamkesmas recipients) and by the number of policy proposals acted upon by the government as a whole. With the Facility’s focus on social assistance, which can have positive impacts on the severity of poverty without necessarily affecting the poverty rate, reducing the poverty gap will be used as a measure of success. Getting the policy analysis into the public domain, which will increase the appetite for evidence based policy making, will also be an important element of the success of this facility. 

53. More narrowly, AusAID’s success in this program will be defined by the quality and responsiveness of the Facility. Its primary purpose is to provide high quality technical assistance to the Vice-Presidential National Team and to fund activities required for policy analysis. Success will be measured by the Facility’s performance in fulfilling it stated role as set out in this design document. AusAID’s role extends beyond the Facility and this also needs to be included when defining success. AusAID will be involved in peer reviewing policy proposals and will participate in policy setting fora. Success will be determined by the level of AusAID’s engagement and its contribution to quality policy development. The final monitoring and evaluation plan will include this more subjective measurement assessing AusAID’s contribution to policy outcomes.  Success will also be determined by the extent to which this program can progress the goals of AusAID’s broader knowledge sector work; building the demand for evidence based policy making and meeting that demand through Indonesian institutions. 
54. Risks – A risk assessment diagnostic has been developed within the implementation strategy for this Facility. However, cosmic risks like macroeconomic crisis aside, there are several more proximate risks to this program. The first is that the current tumult over the Bank Century case does not blow over. Multiple bad outcomes are possible: a fractured cabinet; a weakened or impeached Vice President who cannot enforce policy decisions; or an extended paralysis, with, for example, the balance of power within the economic cabinet moving to the Coordinating Ministry for Economic Affairs and, behind the scenes, the Presidency. The second and somewhat related risk is lower-level discord, particularly between the Vice President’s secretariat and Bappenas’s Deputy for Poverty Reduction. This risk can be mitigated by pushing hard for frequent workshops and other forms of encounters where mandates can be clarified and complementary roles carved out by each player. The Facility also needs to start strongly in order to inspire confidence – if ministries view the National Team as powerful, even helpful, they are more likely to cooperate. Initial credibility can create a virtuous circle through inducing cooperation of the Ministries. 

55. The third major risk is that the Vice President’s plan to put Bappenas in charge of funding allocations will meet strong resistance from the line ministries. Should that change fail to materialise, not only will other reforms be at risk but the Government’s ability to consolidate programs will also be limited since each ministry will again be able to lobby for its own programs.

56. A fourth major risk is that overall policies will improve, but program implementation will not. The new administration does not seem as ready to take on large-scale civil service and administrative reform as it did during the campaign. Without significant reform to civil service performance, program designs will have to find ways around Indonesia’s cumbersome and fairly weak bureaucracy, which for several key programs such as a national conditional cash transfer system or many kinds of health insurance simply does not have the administrative capacity to run effectively.  

57. The fifth major risk is that AusAID’s support for National Team could have negative impacts on other programs.  Line agencies and coordinating agencies may resent the central role the National Team is playing in areas where they used to have control. If AusAID is working with these agencies it could adversely impact on the relationships and the programs. The key agencies where this could be an issue are Health, Education and Bappenas. 

58. Other risks common to other such programs in Indonesia are less worrisome. The 
Vice-Presidential National Team is not a structural change to the delivery of services and there is no plan to make it a permanent part of the bureaucracy. Government ownership of the program is also not a serious concern. Both the Vice President and his chief of staff have been closely engaged in every step of this program’s development and they have already prepared a full launch program to introduce it to the rest of government and to donors. Although, for the reasons given above, GoI is not providing counterpart funds to the MDTF, there is no risk of the MDTFs driving out government financing: with firm GoI plans to commit up to $7 billion/year to these programs, the share of donor support for this program is very, very small.

59. Concluding Comments – As noted throughout this paper, the proposed Vice-presidential National Team falls into the category of “high risk-high reward” activities. Policies to reduce poverty, as in many other domains across the Indonesian government since the fall of the Suharto government, have suffered from an overall lack of coherence and, as we have tried to summarise in this paper document, their reactive development as a patchwork of programs within individual ministries. Culling the field and placing the survivors on sustainable, long-term financing is no small challenge. The task team recognises the inherently risky nature of this endeavor, which unfortunately has become riskier still because of the recent political turmoil in government.

60. While recognising the risk, the team also wants to highlight the potential advantages for Indonesia but also for Australia. National programs to minimise shocks and accelerate poverty reduction will make macroeconomic reforms easier to implement. They will also make big contributions to making poor Indonesians secure in their daily lives. That the Vice President’s Office first turned to AusAID for support and has continued to sustain a close dialogue on how to develop the model is a testimony to how far the partnership has come.

61. Many of the programs that would be supported through this facility have immediate, tangible benefits for the Australian aid program as well. All of our sectoral programs, our decentralised policy dialogue, and our new generation of poverty-oriented growth programs will benefit significantly from improved targeting. Discussions about democratic governance will become much more interesting if what is being discussed in national and local fora are choices about programs that will immediately affect the well-being of 90 million poor people, as well as the people who will pay for them. Australian policies for the disabled and other highly vulnerable groups have never found much resonance in Indonesia as policies per se, but these groups will take center stage in discussions about social insurance. As the 13th century poet Sa’adi Shirazi wrote, “There are great riches to be had in the ocean, but for those who seek safety, it is better to stay and watch from the shore.”  
Poverty Reduction Support Facility 
II. Implementation Strategy

Executive Summary

The Poverty Reduction Support Facility combines AusAID direct policy engagement with the Indonesian government’s newly formed Vice-Presidential National Team for Accelerating Poverty Reduction with a mechanism to provide the commission with qualified consultants and facilities to support its analytical and policy functions. The Facility will be run by a Managing Contractor hired directly by AusAID. Other donors may contribute to the Facility through a Special Account, but AusAID will be solely responsible for its management.

Proposals to the Facility are prepared through a process that encourages the cabinet-level National Team to identify policy priorities. Technical working groups and committees supported by the Facility translate the government’s policy guidance into budgeted workplans.  Activities supported by the Facility will include reviews and evaluations, workshops, training activities, and a small number of relevant pilots. These workplans are registered in the Indonesian budget through a Project Digest submitted to Ministry of Finance by Bappenas. Although registered in the Indonesian budget, most activities will be executed directly by the AusAID Facility.

Program Description

1. The purpose of the Australia-Indonesia Poverty Reduction Support Facility (the Facility) is to support the new National Team for Accelerating Poverty Reduction. A contractor will be engaged to manage the Facility (hereafter referred to as Facility Manager). The Facility will finance personnel, office space and equipment, training, pilot programs, evaluations and policy relevant workshops.
2. The Facility will operate for four calendar years; 2011 to 2014.  
3. National Team Structure and AusAID Assistance – Figure 4 describes the overall organisation of GoI’s Poverty Reduction efforts. The left side of the diagram shows the procedure for developing new policies. The right side of the diagram describes how agreed programs will be financed. Shaded areas portray the organisational units where AusAID will be providing support.  

4. AusAID will provide $xxxxx over four calendar years. 
Figure 4: Poverty Reduction Support Facility - Technical Assistance
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Implementing the Poverty Reduction Support Facility
5. How Activities are Commissioned -- The Facility will operate under simple guidelines that will be developed jointly between GoI and AusAID. A Joint Management Committee (JMC), composed of Deputy Minister level representatives of the Vice-president, Bappenas (Indonesia’s Planning and Development Agency) and the Coordinating Ministry for People’s Welfare as well as donor heads of agency, interprets the government’s policy priorities. These guidelines will describe the step-by-step procedures for using the facility and registering its results. 
6. Overall direction for developing the social protection programs is provided by the JMC. The JMC provides policy guidance to three government-run technical “clusters.” The clusters represent:

· Cluster 1:  Household transfer programs

· Cluster 2:  Community development programs;

· Cluster 3:  Microfinance and SME support for the poor

7. Each cluster is responsible for turning the policy guidance into a budgeted workplan relevant for the policy and assessment needs of the programs covered by that cluster. JMC then assigns a funding envelope to the cluster. Each Cluster produces a Project Digest that registers all activities using a pre-agreed format. Bappenas submits the Digest to the Ministry of Finance for registration in the budget. Cluster workplans are reviewed by the JMC twice per year. With the exception of activities commissioned directly by AusAID, all programs supported by the Facility must have gone through the JMC approval process. 

8. What the Facility does -- The Facility will support four main areas of work:

· Assistance to the National Team for Accelerating Poverty Reduction
· Hiring premises and purchasing equipment 

· Activities that support the policy priorities of the National Team; and

· AusAID-commissioned studies and reviews.

9. Each of these areas is discussed below:

10. Assistance to the National Team -- The Facility will support approximately 50 full-time positions to support the work of the National Team (see Figure 4). The majority of these positions will be filled by Indonesians. Higher level positions will be identified by the Secretary for the National Team. The Secretary will be assisted by the Contractor hired to manage the Facility (“the Contractor”). For the lower level positions the Secretary will be less involved and the identification of suitable candidates will be left to the Contractor (and the Secretariat Head for secretariat positions). Terms of reference for the positions will be written by the Secretariat within the office of the Secretary, with support from AusAID and the Contractor. The Contractor will oversee technical assistance management including time sheet monitoring. The Contractor will also be responsible for the timeliness and quality of outputs.   

11. Many of this group of 50 technical assistance personnel will already have been hired through the interim arrangements to support the National Team.  Their contracts will be novated or otherwise transferred to the Contractor when selected.

12. Hiring premises and purchasing equipment -- The hiring of premises and the office fit-out will have been undertaken through the interim arrangements. As with the technical assistance personnel, all contracts will be novated or otherwise transferred to the Contractor. The Contractor will be responsible for all aspects of office management including security, paying rent and utilities and maintaining equipment.  

13. Activities -- When the JMC decides on policy priorities, it will provide these to the relevant technical committees. Support by the JMC’s secretariat, the technical committees will turn policy guidance into an operational workplan. The types of work within the workplan will be evaluations, pilots, workshops and conferences. The work will be monitored by the technical committees but undertaken by the Facility staff or subcontractors. Results will be fed back to the technical committees, the Policy Formulation Working Groups and the taskforces (responsible for policy implementation).  

14. AusAID commissioned studies and reviews -- A limited number of AusAID identified priorities can be actioned through the Facility without going through the normal JMC process. An example of when this might be appropriate is if timing does not allow the normal JMC process but the activity is in line with the broad priorities of the National Team. 

Role of Technical Assistance
15. Technical assistance from the Facility will support four organisational areas within this structure:

· Topical and thematic taskforces; 

· Policy formulation working groups; 
· Administrative secretariats; and        
· Cross-cutting implementation challenges.                 

16. Topical and Thematic Taskforces -- The practical purpose of the Vice-Presidential commission is to identify national poverty issues where the government believes that there is a major policy issue that requires resolution. Once a decision is made, it still must be converted into operational programs that can be executed by line ministries or subnational governments. The role of the taskforces will be to convert the general policy advice produced by the policy formulation working groups into implementation advice for the line ministries. The technical assistance personnel who fill these positions will have close relationships with the relevant line ministries to ensure the implementation advice is actioned. They will also provide operational information to the working groups.   
17. Policy Formulation Working Groups -- These working groups will absorb the bulk of the technical assistance provided through this Facility. Their purpose is to provide top-quality policy advice to the Vice President and his team.  Specialists will consist of academic experts; private national and international consultants; and skilled government specialists. The policy formulation working groups will be able to use the Facility as well as national resources to commission analysis and reviews of particular topics to be able to formulate strong advice. 
18. Administrative Secretariats  -- A strong secretariat to support government policy units is required. The general purpose of each secretariat is to provide administrative support to the policy bodies. However, secretariats also provide the means to ensure strong financial management and reporting, good communications with other agencies, donors, and civil society; and the means for proper documentation and record-keeping. 

19. In its early stages the Facility will support two secretariats (more can be added should the need arise). The Secretariat to the National Team will conduct administrative, planning, budgeting and communications functions. GoI describes the role of the National Team Secretariat as follows:

· Coordination with the provincial and district poverty teams; 

· Coordination with technical working groups; 

· Coordination with non-government organisations, including the private sector and state-owned companies (BUMN) on their poverty reduction support;

· Maintain the database of poverty reduction programs supported by the government (including by sectoral ministries);

· Maintain the database of poverty reduction programs supported by the non-government organisations;

· Maintain complaint handling mechanisms; and

· Strategic communications and external relations for poverty reduction programs.
20. The second type of secretariat supports the Clusters. The current World Bank-assisted PNPM support facility will continue to be the secretariat for Cluster 2 (community development.) AusAID’s Facility will provide a combined secretariat to support Clusters 1 and 3. Its main responsibilities will include:

· event management

· donor coordination

· organise and minute meetings;

· prepare technical reviews;

· develop monitoring and evaluation work;

· prepare six monthly work plans for approval by the JMC;

· provide quarterly progress reports and an annual narrative report,; and 

· produce the draft project digest referred for Clusters 1 and 3.

21. Cross-Cutting Technical Assistance -- Technical assistance will be provided to improve monitoring and evaluation. Of special importance will be expertise in the design of Management Information Systems (MIS) suitable for line agency programs; and in developing better databases and targeting systems for program delivery.

Definitions of Facility Stakeholder Roles

22. This section of the Facility Design Document describes the roles to be played by the Joint Management Committee Secretariat, AusAID, and the Managing Contractor for the Facility. 

23. Joint Management Committee (JMC) Secretariat -- This secretariat will function similarly to the existing PNPM Support Facility (PSF) Secretariat, which is run by the World Bank in support of Cluster 2 (community development). This secretariat will undertake work as outlined in paragraph 21. The JMC secretariat will concentrate on Clusters 1 and 3 (although work for Cluster 3 will be initially minimal). It can also, however, support Cluster 2 if help is requested by the World Bank. 

24. Role of AusAID -- The roles that AusAID will play are:

· Managing AusAID’s Policy dialogue with GoI ;

· Contracting and overseeing the Managing Contractor;  

· Management of agreements with other donors; 

· Monitoring the Facility; 

· Commissioning specialised reviews and evaluations; 

· Requesting occasional support for studies, training, and documentation from the Contractor.

· Engaging senior AusAID advisers in a semi-annual progress review.

25. Role of the Contractor -- The Contractor will primarily play a human resources and logistics support role but will be required to have technical expertise in the areas of monitoring and evaluation and activity management. The Contractor will  be responsible for the following:

· Facility staff recruitment and management - the Contractor will recruit, contract, manage and monitor the services of facility support staff as nominated in the contractor's bid, and will mobilise these team members and establish them in the Facility office (see also specialist technical assistance below);

· Staff recruitment and management to support the National Team- the Contractor will recruit, contract, manage and monitor staff for the Facility as directed by the JMC and as agreed in writing by AusAID. This will include staff of the Technical Secretariat, staff for the Working Groups and support staff for the Technical Committees. AusAID has also agreed to fund some staff for Task Force 1 who will also be hosted at the facility office. These staff members will be predominantly local but some international staff have been budgeted for in the working groups where the expertise is not available in-country.  Staff for the working groups will be experts in their fields. Most of the currently nominated candidates are from Indonesian academic institutions. 
· Personnel management and salary services - the Contractor will provide ongoing personnel and salary support from a contractual perspective for all staff recruited through the Facility. They will monitor staff performance against their terms of reference. 
· Facility office management - the Contractor will operate and maintain the facility office and administrative systems including: financial disbursement, acquittal and reporting systems through a reimbursable account system; and administrative, secretarial, logistic and procurement systems for supporting all facility activities and participants. The Contractor will be required to document all systems for the facility in an operations manual to be submitted to AusAID two months after commencing work.

· JMC and Technical Committee meeting support - the Contractor will provide administrative and secretarial support for the meetings of the JMC and the Technical Committees, to include provision of meeting space, equipment, interpreter and minute taking services.
· Work-plan and activity implementation - the Technical Committees will be responsible for developing six-monthly work-plans for approval by the JMC. Once these plans have been approved the Contractor will be responsible for turning these into actionable activities. This will require the contractor to devise and utilise systems for sub-contracting of activities including (as appropriate) tendering, contracting, contract supervision, monitoring and financial management. The Contractor will be required to provide funding, administrative and TA support to people and organisations implementing the activities.

· Monitoring & evaluation - Under the direction of AusAID and the JMC, the Contractor will develop a comprehensive monitoring framework to measure the impact and results of the Facility's work (and to link with GoI's own monitoring and evaluation information system). In this regard the monitoring and evaluation work will support the further development of GoI capacity to monitor and evaluate poverty reduction activities at impact and results levels. The Contractor will undertake regular monitoring activities utilising the framework and ensure that results are available in a concise and useable form by all participants and that opportunities are provided for all participants to learn from lessons drawn from all poverty reduction activities.

· Specialist technical expertise - the Contractor will find and recruit selected personnel with specialist technical expertise to assist working groups and the technical committees. Already identified are technical assistance (TA) needs for expertise in monitoring and evaluation; microeconomics; social protection; gender; information, education, and communication (IEC). However TA needs will not be limited to these and the contractor will need to ensure that resources are available for further TA needs as they arise.
· Training and workshops – the Contractor will organise training events. Where appropriate the Contractor will identify consultants who can prepare training materials and carry out specialised training programs.
· Printing and dissemination – the Contractor will ensure that manuals, reviews, reports and other publications are printed in both English and Indonesian, as appropriate. The Contractor shall also help GoI maintain an updated, user-friendly website in which all outputs from the Facility are made available to the public.
· Activities for other poverty reduction programs - AusAID will use the Facility (and in doing so instruct the Contractor) to channel AusAID resources to other national poverty reduction programs to which it is contributing. Requirements of this nature will be negotiated from time to time between AusAID and the Contractor. A known activity is the management of seven personnel currently placed in Bappenas, Kesra and MoHA working on strengthening PNPM. This forms the technical assistance component of AusAID’s support to PNPM and is currently managed by AusAID. The Contractor will take over this management responsibility. 
· Ad hoc requests – AusAID will make occasional requests to the Contractor, usually for special studies or reviews which are in line with the goals of the Facility.
AusAID Resources 
26. This program will be managed by AusAID’s Social Protection team. They will provide semi-annual progress reports to the Minister Counsellor. 
27. The AusAID health team will take the lead on liaising with the health working group. Depending on the outcome of their Health System Strengthening design, they may also support key pieces of work in the area of social health insurance.   

28. The PNPM technical committee (which deals with Cluster 2) will run as it is now. AusAID’s PNPM manager already works closely with this committee. If Cluster 3, small enterprise development and microfinance, becomes a greater focus in the future, other advisory assistance would need to be sought. 
29. AusAID’s governance, social, and economics advisers will contribute to the policy work. They will also provide periodic progress updates to the AusAID country management team.  An external reviewer, likely a member of the Social Protection Expert Panel, will review policy output annually. This external position will play a key role in Facility monitoring and evaluation in terms of Australia’s contribution to broader goals. 
Monitoring and Evaluation
30. The majority of the Facility’s monitoring and evaluation resources will be expended on:

· Articulating and monitoring the Facility’s workflow in terms of performance, quality and impact. For example, setting minimum standards for performance and quality of policy briefs, setting minimum standards for performance and quality of work programs that come from policy briefs; assessing take-up in line ministries of work programs (the ministry itself will monitor whether the ministry implemented work programs are successful); 
· Testing the hypotheses on which the facility logic (and National Team logic) is founded – see section on Key Evaluation Questions below.
· Tracking the quality and scope of its major deliverables (outputs), key risks (see section on Risks below) and ensure financial compliance in accordance with the Facility Manager’s contract with AusAID.

31. Within the Facility, each work unit (technical committees, working groups etc) will have its own performance targets, which the achievement of contributes to achieving the Facility outcomes. 
32. Table 2 provides early thoughts on international comparative indicators that would track Indonesia’s progress in accelerating poverty reduction.  A more detailed monitoring and evaluation framework that assembles sector-specific performance indicators will be developed during the program’s first twelve months, as workplans are developed and budgets assigned to the component activities.

Table 1 :  Draft Monitoring and Evaluation Framework

	Level
	Outcomes (indicative)

	Indicators (indicative)
	Timeframe
	Data source
	Comments

	Goal  

To increase the rate of poverty reduction and reduce the impact of shocks and stresses on the poor and vulnerable


	Increased effectiveness of social assistance and poverty reduction programs 

Increased access for eligible poor families to social assistance programs

Predictability of access for eligible poor families to social assistance programs

Better targeted social assistance programs

Greater GOI appetite for synergised, harmonised and integrated poverty programs
	% of HH at or below the poverty line

Changes to rates of inequality (“gini indices”)

Changes to HH income composition

Spatial variance in poverty

Changes to shock response (volatility)

Changes to Indonesia’s MDG scores (esp. 12 core health and education outcome variables)

Changes to poverty gap
	Indonesia performing above the average of a comparison group of other countries, year-on-year 
	BPS

VP Office

Other GoI line ministries

WB global GNI data


	To the extent possible, the Facility will use standard measurements so that certain results can be compared across countries as well as how they develop in Indonesia.

	End of Facility outcomes (internationally comparable)
	As above
	As above
	Indonesia performing above the average of a comparison group of other countries, by 2015
	As above
	As above

	End of Facility outcomes (Indonesia specific)
	Conditional cash transfers programs improved and scaled up

Social security card holders access services

Improved provision of, and access to, health insurance for poor people

Poor complete K-9 

Microfinance programs are consolidated and follow global best practice principles for outreach and sustainability
	GoI agencies use a high level system for monitoring and evaluating progress in poverty reduction 

GoI agencies use a unified, standardised database and methodology for poverty targeting

Indonesia introduces a single social security card 

MONE scholarships and other support programs provide access


	By end 2014 when facility finishes

The target and timeframe for scaling up conditional cash transfers is known: target is 3 million HH by end 2014 (currently at 720,000)


	GoI

PRSF
	In addition to standard global measurements above, a set of Indonesia specific indicators will be useful. The government has already defined a number of success indicators (see left), although more can be expected as the analytical work proceeds.

GoI develops a high level system for monitoring and evaluating progress in poverty reduction: because the National Team will be stitching the social assistance program from a broad range of existing and new programs, each program will be developing its own, endogenous set of M&E indicators. Nevertheless, common variables will include the below which the Facility will promote as “standard” through inclusion in the work programs given to line ministries: Scope; Breadth of coverage; Targeting efficiency; Cost efficiency; Sustainability; Responsiveness; and Financial integrity.

	Intermediate outcomes
	Policy advice directly influences program decisions

Policy advice is realistic and implementable

Evaluations and pilot programs provide evidence base for policy advice

Gaps in social assistance coverage are identified and actioned

Progress in consolidating poverty programs, including microfinance

	Number of policy briefs produced

Assessment of final policy briefs and the process for production against minimum standards for performance and quality

Number of policy briefs formed into working budgets

Assessment of final working budgets and the process for production against minimum standards for performance and quality
	Early 2013: note the activities to support these outcomes, and monitoring the achievement of these outcomes does not stop after early 2013
	PRSF
	

	Australian Aid Objective
	Australia is an effective partner to the National Team in achieving its objectives
	Partner satisfaction with Australian assistance (GOI, WB, and others as relevant)
	
	PRSF: document review and interviews
	This is non-monetary assistance, so analysing the impact of, for example, AusAID advisers and staff who participate in key committees. AusAID programs such as PNPM and GPF are establishing similar monitoring mechanisms which PRSF can learn from.


33. Key Evaluation Questions - AusAID support for the National Team is predicated on the assumption that certain underlying hypotheses are correct. These should be made explicit so that ongoing evaluation can assess whether the programs supported through the Facility match AusAID’s expectations. Major hypotheses are included in the list below and key evaluation questions will be drawn from these hypotheses. From this list and broader consultations during the inception phase, a number of questions will be selected to be regularly assessed over the life of the Facility:

· a smaller number of larger poverty programs will be more effective at reaching the poor than a larger number of smaller programs;

· improved targeting measures will let programs reach more of  the poor;

· social capital investments can improve the efficacy of poverty targeting;

· special targeting measures and reforms will allow currently excluded households to gain access to safety net programs;

· targeted programs will be more cost-effective than universal safety net programs;

· programs that smooth out shocks can prevent families from falling into poverty

· smoothing shocks and reducing stresses will produce positive second generation impacts by helping to break the intergenerational transmission of poverty;

· combining asset-based and transfer programs will maximise poverty reduction impacts because different vulnerable populations benefit;

· increasing competition among service providers for safety net programs improves their efficiency; and

· direct transfers are more effective than providing services in kind.

34. The program also includes several embedded (and controversial) institutional hypotheses about Indonesian reform. Again, from this list below and broader consultations during the inception phase, a number of hypotheses will be selected to be regularly assessed over the life of the Facility:

· access barriers to poverty services in Indonesia are primarily political and regulatory rather than geographical or economic;

· improvements to the quality of budget execution through simplified transfers and operating rules will matter as much as an increased resource envelope;

· local governments should have less rather than more discretion over safety net programs;

· increasing demand for services will accelerate improvements to supply;

· evidence-based policy proposals can increasingly inform budgetary choices;

· civil society oversight can reduce corruption in poverty programs; and

· civil society assistance will significantly improve targeting to the most vulnerable population groups.

35. Risk Management - As part of the monitoring and evaluation plan a number of key risks to the program will be monitored regularly to assess their impact on the Facility. A number of these risks were detailed in the concept note. 
36. The Facility’s risks fall into two categories:

a) Risks associated with the broader Facility objectives

b) Risks associated with AusAID’s technical support to the Facility.
37. Program Risks -- The main risks facing this program are political and institutional. They reflect the political battles that will be fought as large, powerful ministries defend long-standing programs. AusAID is not in a position to do more than marginally mitigate these risks, which are built into this type of program. 

38. The Facility is a new structure. Although its design is grounded in a presidential decree, the likelihood that its organisational structure will change as some units gain strength and others are eliminated or functions are combined. Too much design detail at this early stage could lead to a lot of time being spent on legal amendments and contract variations. This design note has instead taken the tack that the Facility will support general categories rather than specific activities or subunits. Within those categories there is considerable flexibility.  

39. The following table summarises the above into the most salient political risks which the Facility will need to measure regularly and assess the implication of for the Facility (and National Team):

Table 2 : Political Risks
	Risk
	Mitigation Measure
	Rating
	Comment

	Ministers do not close bad programs
	Bappenas oversight of budget
	H
	Bappenas is strong but closing programs will be a slow process

	Political interference by parliament
	Parliamentary briefings
	M
	

	Policy disagreements between VP and line ministries paralyse progress
	Early agreement on choice criteria. Strengthened role for Bappenas
	H
	

	Programs are not consolidated
	Promoting cost-benefit review
	M
	

	JMC infighting weakens policy body
	Clarity on rule-book; frequent joint meetings
	M
	

	Corruption undermines safety net programs
	Collaboration with enforcement agencies; use of web-based transparency; audits
	H
	This is already a problem. Good oversight will reduce it; lax oversight will open the doors.


40. Risks associated with AusAID’s technical support to the Facility - AusAID has more control over the risks associated with its support for the Facility. Risk assessments will be an essential component of the activities funded through the Facility. The key operational risks are as follows:
Table 3 : Facility Operational Risks
	Risk
	Mitigation Action
	Rating
	Comment

	GoI revises Facility structure
	AusAID design provisions only specify broad categories and allow for periodic re-organization.
	M
	Design minutes should record agreement that design is flexible and can be adapted to GoI restructuring.

	Slow response by contractor
	Contracts to include review points and penalties for delay
	M
	Dialogue with GoI will highlight advance HR planning.

	Insufficient coordination with World Bank support facility
	Ongoing finance for PSF assures presence on TF Board. 
	L
	Governance of the expanded PSF to be reviewed to include more AusAID involvement

	Insufficient coordination with other donors
	Quarterly JMC meetings with other donors. Will form informal donor working group
	M
	Will require dialogue with UNDP

	AusAID advice not accepted
	Higher level Steering Committee to raise points of policy disagreement
	M
	GoI must weight political rather than just technical issues. AusAID retains option of not funding programs.

	AusAID core team overstretched
	Semi-annual review of staffing with country management 
	M
	Critical issue will be coordination with AusAID sectors.

	Facility unable to manage quality in staff outputs
	Take more firm control of recruitment from commencement  and contract specifies AusAID review of senior positions.
	M
	

	Facility contractor unable to enforce contractual obligations/rights.
	Careful initial discussion on legal ramifications of model. Insist in agreement with GoI that contractor is for instance legally responsible for staff.
	M
	


41. AusAID Exit Strategy - While most risks described above can be mitigated, there is always the chance that political and other factors beyond AusAID’s or the Facility’s control adversely affect the likelihood of success. Should that happen, AusAID will need to have a defined strategy for exit – this is why monitoring the key risks, which could be those listed above, is so important so that as part of the monitoring and evaluation system, clear criteria can be put in place around what the situation would look like to trigger AusAID to exit.

42. This design has several review points built the structure that allow for periodic assessments and high-level dialogue with GoI. They include:

· The semi-annual meetings of the JMC

· Annual high level Australia-Indonesia program reviews

· The Facility’s biannual independent assessments

· Ad hoc high level meetings with Deputies.

· Contractual termination clauses with the Managing contractor.

43. The main vehicle for exit, should one be necessary, would be through the annual high level program review. Should the finding be that further continuation of the Facility is not warranted, follow-up dialogue with the Office of the Vice President would agree on a path for termination, including any re-allocation of resources and personnel.

Overarching AusAID Policy Issues
44. AusAID Policies on Social Inclusion – As discussed in the concept note, GoI’s plans to develop a national safety net program offers an unprecedented opportunity to support AusAID policy objectives in gender, disabilities, HIV/AIDS treatment, and child protection. All of these are at present handled as ad hoc requirements, often through project-specific add-ons. Since the main purpose of Facility is to build comprehensive social assistance and poverty alleviation programs, including vulnerable groups will be built into the government’s own measures of the Facility’s success. Therefore, the purpose of providing specialists in these areas will not be to ensure that programs reflect these topics (the advocacy role), but will instead will for the most part be mainstream economists and technical specialists who will improve mainstream mechanisms such as targeting, 

45. AusAID’s technical assistance through the Facility will specify treatment of these issues through:
· Terms of reference for consultants;
· Program designs; 
· Strengthening organisations, especially those for women and for people with disabilities;
· Best practice transfers (especially south-south exchanges such as to Mexico’s national programs for disabilities);
· Monitoring progress on gender, disabilities, and other forms of social exclusion.
46. Gender -- Gender considerations are central to the design of the Facility. The harmonisation, synchronisation and integration aims of the National Team provide a major opportunity to develop a new generation of poverty reduction programs that will benefit a very large number of women, men and children. 

47. Indonesia’s policies and programs for dealing with the gender aspects of poverty reduction are generally good at the level of overall principle. However, even at the level of overall policy there are several challenges to gender-sensitive poverty reduction programs. To date there has been no systematic review of how policies actively or indirectly differentially affect how men and women experience poverty and are able to access poverty reducing resources. Such reviews will be incorporated into the Facility’s overall diagnostics. But, in keeping with Facility’s overall objectives, Facility’s main emphasis will be on improving the design and operation of the specific programs that are intended to benefit Indonesia’s poor.

48. The Facility will address gender and poverty through four main channels:
a) Improving accuracy of measurement – Indonesia already has sophisticated poverty measurement tools and most programs can readily produce gender-disaggregated datasets. However, there are several definitional choices in the census and survey instruments that can adversely affect women. For example, definitional criteria for female-headed households are not objectively defined. The cost of unclear definitions is that significant numbers of households headed by women can be excluded from transfer programs for which they would be eligible if census instruments consistently recognised women as household heads. Indonesia’s statistical agency has already confirmed its interest in improving measurement.

b) Better gender analysis – PRSF will include quantitative and qualitative analyses of gender as it is linked to poverty programming. Results can be surprising. Few studies have documented the obvious fact that poverty programs such as conditional cash transfers, which target women, invariably significantly increase women’s unpaid workload. Other studies will document the changing structure of household power relationships that is likely to arise as women become direct beneficiaries of poverty programs or are accorded an increased role in local decision making. 

c) New program designs – An important function of the Facility will be to pioneer new program concepts or to pilot new program components that can address gendered aspects of poverty in innovative ways. For example, AusAID is currently testing a small program to improve the functioning of labour markets for women migrant workers. If it is successful, PRSF can be the vehicle for bring such a program to scale.   

d) New partners – Poverty programming in Indonesia has for the most part been dominated by government planning agencies and a small group of allied development economists in international and local think tanks and universities. Starting with the Gus Dur administration, however, there has been a growing if still nascent willingness of government to work with non-governmental partners, including organisations that focus on issues of women and poverty. The Facility provides a useful mechanism to expand this dialogue and to involve women’s organisations in advisory and operational roles. AusAID’s programs in governance, knowledge sector, health and others can provide useful platforms for promoting dialogue between government and these non-traditional partners, and in fact AusAID’s potential to bring such partners to the general poverty discussion is a unique reason for expanded Australian engagement in this area.


49. The Facility’s progress on gender will be regularly assessed by using the following questions (2 to 5 are adapted from AusAID's AIP Gender Action Plan): 

1) How has the Facility contributed to removing constraints to gender equality in poverty reduction programs? 

2) How has the Facility contributed to improved access by women to services? 

3) How has the Facility contributed to equality of decision-making for women? 

4) How has the Facility contributed to improved women’s rights? 

5) How has the Facility contributed to improved understanding by Indonesia and Australia of the constraints to gender equality?  

50. Environment --All AusAID activities must comply with the Environment Protection and Biodiversity Conservation Act 1999. Facility activities will not have negative impacts on the environment. Other than a few small pilots, Facility activities will be technical assistance support the policy and strategy development work of the National Team. No EIA will be undertaken for this project. However, the Facility’s macro-monitoring programs will commission reviews of poverty and environmental dependency. 
51. Anti-Corruption -- AusAID's anti-corruption policies for the Australia Indonesia Partnership are articulated in the AIP Anti-Corruption for Development Plan 2008-13, a five year joint action plan agreed between Australia and Indonesia and AusAID's overall program policy Tackling Corruption for Development and Growth. These form a useful starting point for Facility's response to corruption. 

52. Corruption is a major concern in poverty reduction programs. Common issues include:

· Benefits foregone because of leakage and mis-targetting;

· Policy choices driven by private rent-seeking;

· Benefit capture by national and local elites;

· Physical costs caused by substandard services and goods given to poor people;

· Physical violence.
53. The Facility will make improved anti-corruption a major focus of its work. Several Indonesian poverty programs, particularly those in Cluster 2, already include well-designed anti-corruption action plans. Facility will transfer lessons learned from successful efforts to other programs. It will also build a program of applied research, evaluation, and dialogue to strengthen anti-corruption programs across the government’s social protection portfolio. Finally, PSF specialists will cooperate closely with civil society and government oversight organisations to improve the quality of oversight, transparency, and auditing of poverty programs.

54. The Facility will further support the implementation of anti-corruption policies by:

· delivering its own contributions in a transparent and accountable manner, with clear mechanisms in place to detect and deal with fraud, and ensuring that both AusAID and GoI are alerted using agreed protocols if such incidences are detected or suspected;

· promoting anti-corruption principles amongst stakeholders, including sub-contractors utilising Facility funding;

· using Facility technical assistance to support the continuation of Indonesia’s anti-corruption drive through experimental research and evaluations;

· assisting the JMC to promote enhanced public disclosure of information on poverty reduction programs (Indonesia has a new freedom of information law that Facility can use to assist this effort); 

· linking with other AusAID and other donor programs that more directly aim to assist GoI in its anti-corruption drive.

55. Child Protection - AusAID’s has zero tolerance for child abuse. It is not envisaged that any activities will involve Facility staff working directly with children. If any activities are developed that involve working with children, AusAID will identify the personnel positions involved and implement risk management measures in accordance with the Child Protection Policy.
56. Disability - Facility will be implemented in line with the principles espoused in Development for All: Towards a Disability-inclusive Australian Aid Program 2009-2014.  This is Australia’s strategy for ensuring that people with disability are comprehensively included and supported in improving their quality of life through all aspects of the Australian aid program. The need for continued efforts on this has also been noted by GoI counterparts during design discussions for Facility.

57. HIV - Facility programs that provide health insurance and other forms of medical coverage will be big improvements for people living with HIV and AIDS. Facility technical assistance will pay close attention to exclusion criteria that might deny coverage to people with HIV, AIDS, or other sexually transmissible infections. Where government policies directly or indirectly exclude such people, Facility advisors will lobby for reform and/or alternative approaches to coverage.  
58. Disaster Risk Reduction - Facility programs that mitigate household level shocks will be key supports to more focused disaster risk reduction programs. 
59. Sub-national Governance - To the extent that current and emerging GoI poverty reduction and social protection programs work through provincial and district/municipality structures, the Facility will take into account GoI's developments and investments in capacity and minimum service standards at the sub-national level. Cost-sharing will be the crucial issue. At present, all poverty programs covered by Facility are considered to be national initiatives. Over time cost-sharing arrangements are likely to emerge as a major policy frontier within GoI agencies.

Multi-Donor procedures

60. AusAID will establish a Special Account at the Reserve Bank of Australia to hold payments from other donors for the Facility. This will be more attractive to other donors than a contractor managed imprest account because AusAID will have custody and control of the money. AusAID will enter into a delegated cooperation arrangement with every donor whose contribution to the Facility is approved by AusAID and the GoI.  Donor contributions will be considered as core-funding contribution for the overall PRSF activity implementation. Drawing rights of the funding will be held by AusAID officials only. The Facility Manager will operate a reimbursable procurement and expenditure system according to Commonwealth Procurement Guidelines.  
61. The Special Account will accept contributions from other donors that have been agreed by AusAID and the Joint Management Committee. Any outside funds received into the account will conform to AusAID rules on financial management, oversight and reporting. 

62. An FMA Reg 9/10 at the initiative level will be needed to cover both AusAID and donors’ contribution. Funds in the Special Account are fully subject to audit (including by the Australian National Audit Office) at any time.
63. Donor contributions to the activities implemented by the Facility Contractor will be expensed in proportion to their contribution. Their funds will go into a general pool for Facility costs. There will be no earmarking.  Large donor contributions, in excess of what is required for Facility activities, may be used for co-financing government poverty reduction programs which have been assessed as effective by the Facility.
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� They were approx, 45 percent. Because of Indonesia’s dense clustering around the poverty line, this weak targeting was acceptable to manage the short-term macro shock but it would not be an efficient guide to a long term strategy for poverty reduction.


� Jamkesmas is the government’s health insurance program for the poor. It is viewed as a social assistance program (and hence fits within the scope of work of the National Team) because the government will be covering all costs for the poor.  The Vice President’s office wants work on Jamkesmas to fit into an eventual universal health insurance system being developed by the Ministry of Health and the National Social Security Council.  The AusAID health team has been supporting work in this area over the last few years. 
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