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ABSTRACT

Following the success of the Grameen Bank in Bangladesh, Microfinance institutions
(MI£IS) which apply group-lending method through the medium of small credit have
been regarded as a new and effective tools for poverty alleviation for the poor in many
Less Developed Countries. This study analyses the role of two MFIs, namely
KUKESRA, a government administered programme and Mitra Karya East Java (MKEJ)
which is a privately managed institution in poverty alleviation in Indonesia. It examines
to what extent these institutions have been successful in helping the poor, and
imprdving the living standards of the recipients. Two alternative approaches, namely
the institutionalist and the welfarist approaches, are used to examine the question of
whether the poor benefited from the two programmes, followed by a comparison of the

performances between the two.

Usirig data obtained from a sample survey of 393 respondents in the District of Malang
in East Java, from December 1998 - June 1999, it was found that the differences in
management, organisational structure, programme design, and the system of
coordination, all resulted in differences in performance of the two MFI institutions

studied.

It was found that both programmes increased the incomes of the recipients, but the
impact of KUKESRA was much lower than that of MKEJ. However, KUKESRA had a
greater positive effect on employment than MKEJ. Neither of the programmes resulted
in a significant improvement in the consumption of basic needs of the recipients. Of the
two approaches used in the evaluation of the programmes, a good performance in terms
of outreach and sustainability under the institutional approach did not imply that the
poor really benefited from the programme. It was found that the welfarist approach is

much more appropriate in evaluating the effectiveness of MFIs in Indonesia.

Xi




TABLE OF CONTENTS

TABLE OF CONTENTS......ueuuiiiteteuniesetseeressiessestnsesssessssesessosssassesescosasosassesesesnssesesssesesens I
LIST OF TABLES........ciiioiteitrtitcitete st trtesar sttt eeeneseesinasteeneessas s et e saesneentessasasessesanans \Y
LISTOF FIGURES ...cuteiiiiiirienic sttt et se et te st esaae s e assesssssnassasanessaessan Vil
ACKNOWLEDGMENT .....cuiiiiiititetiiienttste ettt are et tentasttsatesstsne st e beesee e esseaasensenneas IX
ABSTRACT ..ottt ettt ettt easaes et e st et s st b et se s eteseas e st esas e e saasesebenesssessasesasans X1
GLOSSARY ...oiiiiiiiteicete sttt sttt sttt eae sttt et sh e s s eab e b e et smeesaeereesbe e e assesbe st e neennaneis X1t
CHAPTER-1: INTRODUCTION ....ccocivierusnsressscssssisssssssssssesssossssssasssnsssssssesssossssssoss 1
BACKGROUND .......oiiiiiiiiitietentitereesesnessestesesestsneeeeseasssesstessassesnsestensesseantensessaesnenses )
STATEMENT OF THE PROBLEM .......c.cvviruiiccnterenitetennasniesasssessessesesesessssnessesssanssseseasesens 4
OBJECTIVES OF THE STUDY ...ccveuteueitiuienteeteeenesesiaesesiesiensensessessessessessansessensonsassonsesesens 6
THE IMPORTANCE OF THE STUDY ..cccotiiiiitiiiiitirecieenterreesressiesreesae s e ceseesaeesnssoves e 6
RESEARCH QUESTIONS .....vvtieveenieirieeereeesnsssssessssssssesssnsessnsesssssasssssssssssesssessssnnsesssssases 7
HYPOTHESES .....uevtuietiiietiietetestetetestese s seassbessssaseesestessesesassesessessassssansanessonsesensasansessasans 7
THESIS STRUCTURE .....outouitiieniiereteieiestesiesensesanaesestestsessesessasassassssessansssensesessasesensasans 9
CHAPTER-2: POVERTY AND MICROFINANCE: A THEORETICAL
SURYVEY uiitiireieneestinniesessstseressnsssasssstesssssssosssssssasssassasssssssssessssosssosssssassssasssssssns 11
INTRODUCTION ......couvevemeritnseeieesssesesesassesesesessesasssssessssesasessssasensesesssesassseesesansesesasesns 11
POVERTY: CONCEPTS AND MEASUREMENTS........cccoueiiiriernrernnunnaeeesriessiesseessuesuessesnns 11
CONCEPT OF POVERTY ..ottt ettt et sbte s en 11
GROWTH, POVERTY AND INCOME INEQUALITY .....c.ccetruereerenrereerensensareeessesssaseesens 14
CAUSES OF POVERTY ....uocitiiiiiiiieniieeiienieevnsieeseeneesiessssesatessesesseesueasonesseasanecsnnsnes 18
MEASURING POVERTY ......uvoutruraisiieneensesesenssesestnseseseasssesessssasessessssasesesasassesesnssenas 25
POVERTY AND MICROFINANCE .......cccttmireniectensueessesseersuessstesssrsaressseesunessessasssesssesnes 34
" CONCEPT OF MICROFINANCE ...vrssesees 1 smemseeeessessesssessesesessssssssessessssenenessensees 35
THE ROLE OF MFI IN POVERTY ALLEVIATION ....cccotveviiiinuernnsniecieeensessserenssseonsens 45
MEASURING THE IMPACT OF MICROFINANCE ON POVERTY ALLEVIATION............... 51
APPENDIX CHP.2.1 POVERTY INDICES ....cc.oiiierinniiiniierre e et siee e see e rae s 6C
APPENDIX CHP.2.2 FUZZY APPROACH TO POVERTY INDEX......cccoeviirienrrnrieneenne, 65
CHAPTER-3: METHODOLOGY ..cuomiunnircrnssiscsssssessssssesasmisssssssssssssssass srossanes 68
INTRODUCTION ..ottt ettt ste et e sebe e s see e s s e e seva e e sasaesaeaeenaeaasbnesanns 68
PARTI: THE RESEARCH METHOD ......cccccviiiiiiiiiniiinniiteiee ettt sieeeevaasenseeneees 68
POPULATION, SAMPLE AND LOCATION ......cccceiiiiiiiniianiiiiiiiiieiie et 68




SAMPLING METHOD ....ccocuureeereeiieninrerinressiesssseesseesssenessasessssassnssaessssssssessssnnssssannes 78

THE RESPONDENTS......c.ccveueuieterenierieeeetsiessesessensessnssssessnsessasesssensassssessssassasensssessns 81
- DATA COLLECTION ....ooueeviiirieienieteieentetestssestssessessesessensesssesessesasassssessesessasassaserens 84
BARRIERS ON THE GROUND........ocoiitiiiiiiitinrieennieeeesieeeneeesateseteeeniaessseeesunesassennneens 86
PART 2: METHOD OF ANALYSIS.....coiiioiiriiinienitenieenterieeieesseesnessssesseesmaesssesssossesnes 89
POVERTY ALLEVIATION IMPACT OF MFT ........coiiiiiniiiiiiiniiiiiecin e, 90
INSTITUTIONALIST VIEW OF MFIS' PERFORMANCE .........ccovvuiiiiieennirnrecnneeenrcosnenns 90
WELFARIST VIEW: ECONOMETRICS MODEL........cccctiouiiniiniccrinienreenieeneeecenee 101
INDEXES OF POVERTY ..couuviiiiiinieiniieciiienieecneciitceecnieesvessssesestessunesssnbessanassensssns 101
PROGRAMME IMPACT ...cuvtiiiiiiiiieiieiteeir et ecsteeiee e sae st esae s sen e sacsnees 107
CHAPTER-4: HISTORY OF MICROFINANCE IN INDONESIA......cccoceeeveerene 117
INTRODUCTION.......utitimteierinieeeinreenaestssessesentesensesassessasessessesenssesntensesesesemsssessenessones 117
THE COLONIAL PERIOD ........ooiiiiiinnieieisisninisists st tsssisesss s ssnssssnsssssnes 117
THE STORY OF LUMBUNG, VILLAGE BANK, AND POPULAR CREDIT BANK............. 120
MFI DURING THE 1930 DEPRESSION .......coiiiniiiniieiiiiieieeniereeessesnnecesnrenseessesssans 130
POST-COLONIAL PERIOD .....uviiviiiieniieieeerietenissieesne et e sacessessesesasssreesiaeseeessaesanesnsias 134
SUMMARY ...oviiiiiiieiteiteiitesstestenessnesee st esaestseestastaesresshaeesssssaesansesutenseessnsonessanans 137
CHAPTER-5: ORGANISATION AND MANAGEMENT OF KUKESRA AND
MEKEJ c.ceeneeriieierranererensesnensesssresissssoseesssssssssssssassssessossosessessssssssssssassnsssossssssssssssssssassss 138
INTRODUCTION .....c.vieieviiteitceieteteteseseesestetese et saestensessstessesessesasbesebesensantosensesansaseneas 13§
KUKESRA ..ottt ettt e et ee sttt eestea e e e st eaansebeesennsbaeeeaneteenansneenane 140
BACKGROUND ..c..eiiiiiniiiieiiertete st st etee st e siae st e et siaeesaassmesssaesatesoneensesmeesssesnes 140
TA-KUKESRA MODEL......c.otvvtiiiiiieeeitiienrientesnsieneeseesneeestessesessesssesessessesosessnes 147
TRANSACTION PROCEDURE ....c.ucvtearierererueresssuntesensntssesieessesstssssonsesssessenesasensosses 153
PROGRAMME IMPLEMENTATION ......ccocuttiiienrniiiiiirnrieniiiessnneciensesaeesneessusennessones 155
~ PROGRAMME DEFICIENCIES. .......uuvteeerriietereeeeeeeseeeeeeeseeeseeeeeeeesssesessessesssnnnnsssssssesees 156
MITRA KARYA EAST JAVA (MKEJ)......ccoiiiiiiiiieeeeeeee et e 163
BACKGROUND ........ocivetiteeeteienrtesisessentetentesessestssessesessensasssessesensessseseosesensesesenns 163
ORGANISATIONAL STRUCTURE .......coiiiiiiieniiiiiicreenniestteeeeseseeessneesaessseecnesnessaens 164
IMPLEMENTATION ....ovvieiriiereienieensesetstessensstesteeniaessessseessnsestesssonssesssesssessaessesans 166
COMPARISON BETWEEN KUKESRA AND MITRA KARYA ......coooveieriieiicieecrenen 172
APPENDIX CHP.S .coiiiiiiiiiiiie ettt ettt et et 177
“THE SIXTEEN DECISIONS" PROGRAMME ......ccc0coiiiimiiimiiiiiiiniinieeiennieeeiie e secees 177
CHAPTER-6: ASPECTS OF POVERTY NATIONWIDE AND REGIONAL
SURVEYEDL.....iiniiririennnnnersssssssssionssssssssssossessssssssasssossssssasssssssessessassssossassssssssesses 178




INTRODUGTION. ... itttiitteerttntiiseesssseeesrerrresessesnossessssserssrssassssssssessssssssssssssssessssnesensane 178

POVERTY ALLEVIATION NATIONWIDE ......c..eceereteuereeecaseinrasessensssenesensessessssessesenes 178
POVERTY ALLEVIATION BEFORE THE CRISIS ......ccceivvtiiiinierneenieniecineesneesnrsnaneeane 180
POVERTY ALLEVIATION AFTER 1997 ....coooiiiiiiiiiiiineeeeee et 186

POVERTY IN THE SURVEY REGION .....cccttrvtieieniiiniinrieniieniieeneeieeeteontesneesssesssnnsseesne 191
INCOME POVERTY ....vouiiiiierieieteieierieteeestesesenc s tsseseesentsssesetesesesensasessssenenssseneneas 191
POOR VILLAGE LEVEL.....ccocuiiiiiiiiieiiiiiieitceniiec e ettesiae sttt s st bt senne e 192
FAMILY WELFARE .......ooiiiiiiiiiiinteieniceit ettt sttt ene st s s esaaesats 195

POVERTY PERFORMANCE OF THE SAMPLE ......c.c.coveiiiieeeriinienesseresesaseseseesesessssnnennes 197
INCOME POVERTY ...ccuvtiotieierieenvenrersinresassesosteeontesssseesesesssnsesssnessnsasssssessssesssnnsssane 197
BASIC NEEDS SATISFACTION (BNS) .....uviiieiieicee et cree s serereesesnveesesanes 199

SUMMARY .....coititininieteiraesiensesiesssnesesasessesesesestasesaseasesesessssesasensesessssssaseseasesssesseseseas 204

CHAPTER-7: EVALUATION OF KUKESRA AND MKE}J:
INSTITUTIONALIST APPROACH 206

INTRODUCTION.....ccueeuteririeneeneenreeeseenseseessostessten st sntesaesaeste st esstennenseenssssesasasnsansesses 206

ASPECTS OF OUTREACH.....c.cectirieniieiticeiertstiiece sttt erteesss st s sanesasssas s neesnnen 207
BREADTH OF QUTREACH .......cuccviueveiierenisereetentesanseseesestsassasessesessasssensesesenessesens 207
DEPTH OF QOUTREACH.......c.ucetieteeeiettetentertereseeeseaneeneestesaesssessesseassesssennenmaasesssons 227
LENGTH OF OUTREACH. ....ccuuttiireeritiiittenrieeiieesneteeeieesieestaeenteesssessnuesesntesssaesssnne 230
COST OUTREACH....ccoutimeeriieeeiiitieceenitecete st cntessee sttt sstsesessanesresssaesbaesmeesmsnesanssns 232
QUALITY OUTREACH.......cccciiiiiiiiiinii ittt sai e san s saae e srne s 240
SUMMARY ...oiiiiiiiiiiiiiiie e etitares s sttt eeae st et e e e s e sesaenteeeeee s nreeteessasbmeeeeeeesaansbnnees 247

ASPECT OF SUSTAINABILITY ....ueiurieenieeeeenrtesteenieesesnteneeesunnessattoneeesaesesssnsassseessanes 251
MFIS AND MEMBERS’ BUSINESSES .....c.ccceteueerirreeieiencrenieseststssesesaeesenessssesesssnens 251

. SUSTAINABILITY OF MEMBERS’ BUSINESS ACTIVITIES ......ccccoinicencinninniiiniicsnnennes 260
SUSTAINABILITY OF MIFIS ....c.ocoiiiiiiiiiniininrcictnietctnc e esaesrcenesssssssssnesne 262
SUMMARY ..c.oiiiiiitienieeitenineereeesee st essesesstessestesstnsesssesesassoassessaessonsssssntessssassrsss 280

APPENDIX CHP.7 .eeouiiiiiieeiteeitenitteieesie et sieeeeiee e bt sabeesve e soattebaesssbacsmansosanesssnns 282

APPENDIX CHP.7.1 INTEREST RATES .......cviveviriiieiiiieieiieeniiere st eieiesn st esanseas e 282

APPENDIX CHP.7.2 INTEREST RATE FORMULA.......ccccooviiiiiiiniiiiiiiccicccccnean 284

CHAPTER-8: EVALUATION OF KUKESRA AND MKEJ: THE WELFARIST
APPROACH .......oocomnrssssnnssnsssssssssssssssssssssssssssssssssssssssssssssssssssssssssassssssssssssssssssesons 288

INTRODUGCTION ... .coiiiiiieieiieeseittieeetteestieee sttt teenate e semtresaasareeseseatessnneeaesenarasessnsesens 288

PART I: IMPACT OF THE PROGRAMMES (A COMPARISON OF MEANS) .......cccc0ovreinvinnnes 292

PART II: ECONOMETRICS ANALYSIS ...ocuvviuiieiitinieiestesiseteesesseeseessssasassessessssesssenss 308

il



INTRODUGCTION.....cccoutrremrereriiieieereiiieteeeesescestcesnnessostessessssesssesssssassssesentossssssnne 301
PROBIT ANALYSIS ....ucveviaieeeeievenesnesesensesenesentasssssssnssesessssansssesessesencrsesesessosssaesnes 315
OUTCOME EQUATION ....cuttiiieitiiieniieniennitente sttt et eite et st emtenses s sovtesaeeasee s 318
IMPACT EQUATION RESULT ......ooviiiiiieieiiecetireitreceseenireeecosaneneesentnreesenssesassasessnnes 321
BENEFIT RECEIVED .....c.ccoeitetiiniieieseetetiseiseseessesessesiesessessessssessasansensasensessasenssssnens 325
APPENDIX CHP.8 .....uiiiiiiiieiiiieieeeieiietente et ettt et eva st s ensesa s esaesessensenessebasbensesentans 334
SUMMARY ....oveuriiiiriietirinieiietetetssesasaesesesessesasts s s e rasesestesensssaseesesensssesesessenensaseasssses 330
CHAPTER-9: CONCLUSION ......cccieererreeeracrestsrennsssssssssssesssssasssssassessnsassassesass 336
REFERENCES ........ oottt ettt e st e et svt st e s essanasesanas 351

iv



LIST OF TABLES

Table 3-1 Population and Families ............ccccoovevreriiernienminniiceennieie s 73
Table 3-2 Land USAEE ..........ccvevvieriiiniieecnieeiieiasiesee st esiesteeseeseessesensaasseensesnsassassaensenns 74
Table 3-3 GDRP of District Malang based on Constant Prices of the 1993................. 74
Table 3-4 GDRP Structure of District Malang based on Constant 1993 Prices

(PEICEILAZE) ....veeteeririeeiiciiere st cteste e esaeessteestaessresaeesseesasasebeesssesnrasnssensens 76
Table 3-5 Agriculture Sector Share of GDRP based on Constant 1993 Prices

(ADSOIULE VAIUES) ..oei ittt ceeerre e e sesereaeee s e s s e nnrnanseeaens 76
Table 3-6 Agriculture Sector Share of GDRP based on Constant 1993 Prices

(PEICENIAZE) -...cecuteieeiieercieie et tte e er et e e e e sree s esaar e e sesaaeesmeanesessaessesnes 717
Table 3-7 Inflation Rate in the Agricultural Sector 1996-1998...........ccccvviiicicinnnns 71
Table 3-8 Per-capita GDRP 1996-1998.........ccco ot 78
Table 3-9 Proportion of the Poor of Total Population in the District...........ccccccecvennne 78
Table 3-10 The Study SamPle ......coocoviiiiiiniiiee e 81
Table 3-11 Some Characteristics of Respondents...........ccecccoviiiiniiniccinniniiiiicenen 82
Table 3-12 Percentage Distribution of Sample Characteristics..........ccccevvecvvvvrvrecrirnnnns 83
Table 3-13 Key Persons.........ccovivivinviniininiiiiniiniiie et sneens 85
Table 3-14 Impact ASSESSIMENL .......ccceeueruerirereeererititir et sse st ssesaee et sraesaessseaines 108
Table 4-1 Volksbank Performance in Java........cccooevviiviineciiiniiiiinniciinnnn, 132
Table 4-2 Saving And Credit in Lumbung in Java.......cc.ccoecvmveviiniininnicnicniinicnee 133
Table 4-3 Performance Of Lumbung in Java .........cccocevvieeiinoicniincneniinicniencenens 133
Table 4-4 Saving and Credit of Village Banks in Java ..o 134
Table 5-1 Comparison between Mitra Karya and Grameen Bank .............cccccccenin 167
Table 5-2 Character COmMPAariSON.........ccoviviiiiiniiniiiiiiiiiicie e 174
Tablé 5-3 Determinants for Repayment Performance..............coccovevevecereecverniennnncnss 175
Table 5-4 Determinants for Repayment Performance.............ccovveiniiiinniiiininiinnne 176
Table 6-1 Poverty Alleviation Profile in Indonesia ..........ccccoeeevenivccnniiicinneccnnne 190
Table 6-2 Per capita Income, Inflation and Growth in Malang District..............ccc.oeos 191
Table 6-3 Backward Villages in 1993 which were unchanged under the 1994

MEhOQ. ..ottt et et e 193
Table 6-4 Misclassification of Backward villages in 1994 Under the 1993 Method...193
Table 6-5 Backward Villages in 1994 ..........cccoocoiiiiiiinnccniiiiiececennie s 195
Table-6-6 Poverty in Family LEVEL.........ccccoourvurviviereeieenrieeesseeeeseensesisae et nsssensens 196
Table 6-7 Poverty based on BKKBN Classification and the Poverty Line .................. 196
Table 6-8 Head Count Index of POVErtY ........ccccccceivininniinicniiiiiiiiiiiiciceciiii 198
Table: 6-9 The Distribution of Per capita Income...............ccccoiiviiiii 198
Table 6-10 Poverty in Terms of the Lack of Basic Needs ..........c.c.cccconiiiiiiiinne. 202




Table 6-11 Poverty Gap in Basic Needs of the Total Sample............c..cceceevereirevrnnnnene 203

Table 6-12 Poverty Gap in Lack of Basic Needs in Those Lacking Basic Needs........ 203
Table 7-1 National Groups of Regions Based on Absorption Capacity .........c.c........ 209
Table 7-2 Spread of TA-KUKESRA in Malang District (According to the number

Of Branch Post OffiCe) .....ccccvviiiiviiiiniiiee ittt sernr e s 210
Table 7-3 Development of Groups for TAKESRA and KUKESRA..............ccccevurnnee. 215
Table 7-4 Performance of Members in GIOUP ........ccovuerviverererieierieneeecereesseeassnenns 221
Table 7-5 Development of Members and Funds Disbursed..........cc.ccccooeeccevcvrvnennenne. 225
Table 7-6 Waiting time in KUKESRA ........cccoccooviiiiiiieee et 225
Table 7-7 The Structure of Waiting time (Percentage) ........coccceveeveenveevenrerersereereerennes 226
Table 7-8 Poverty Index of Recipients of the Schemes ..........ccocoeieiiivinciviinieniennen. 230
Table 7-9 Extra Cost for Recipients of KUKESRA............cc.cccoiiiiinnininicirecceene 234
Table 7-10 Recipients' Transaction Costs (TA-KUKESRA) .......ccoovviiiivencnerieeenn 235
Table 7-11 Recipients' Transaction Costs (MKEJ)..........cccoviivinninnniiiiiinrccceeens 237
Table 7-12 Interest Rate of Several Financial InStitutions ..........cc.ceeccevviiiiveienncenncnns 240
Table 7-13 Development in Stages of KUKESRA ...........coooiiiiiiiiiteeeeeeeeeene 241
Table 7-14 TA-KUKESRA parameters of Outreach and Sustainability .............ceu.. 246
Table 7-15 MKEJ Parameters of Outreach and Sustainability.............ccccervceinienrennennee 247
Table 7-16 Jobs Related to the Usage of Loan ..........ccc.eeveeveeiecrenrenienicreecenenenessnense 253
Table 7-17 Percentage of Members Having Voluntary Saving..........c...ccccevvveereerennee 256
Table 7-18 Voluntary Saving Performance (Before and After Crisis Period)............. 257
Table 7-19 KUKESRA CoOSt STTUCLUIE .........cooiiviiiiiiiiieiiiiiiiiiiecee et eirecreenseeeans 264
Table 7-20 MKEJ Cost and Profit Rates.........c.ccecvvrviriirrceninnineireenienceeeneecnessresnees 266
Table 7-21 Default Rate of KUKESRA.....c..ccvvrurmeeieeecememnmemerieesscesrsesensaerenenss 269
Table 7-22 Profitability and SDI .........ccoceoiiiiviiiiiiiiireenenniccccreieeeeeaes 277
Table 7-23 Interest Rates of KUKESRA and MKEJ .........cccocoviiiniienininnnincnninenene 282
Table 7-24 Simple Computation of Interest Rate (Official)......cccccociniinviiniincnennnnnn. 285
Table 7-25 Simple Computation of Interest rate (Unofficial) ........c.ccccevvvvvcinicennnnens 285
Table 7-26 Summary of KUKESRA Borrowing Cost ......c...coeeeeeeneninieneccnneeenenne 287
Table 8-1 Differences in Performance of Interesting Variables (Whole Sample)....... 293

Table 8-2 Differences in Performance of Interesting Variables with Respect to
LOCAtION. c..cuiiiieiceeriictii ettt st 294

Table 8-3 Differences in Performance of Interesting Variables Respect to Starting
time of Wife’s Business ACtivities......coovevueeerinininiiniiiiiceenrcicieeeneenn 295

Table 8-4 Differences in Performance of Interesting Variables Respect to the
Level Of POVEILY ....c.ciuivieiriiniiictiiitcccesitecee ettt sreen 297

Table 8-5 Differences in Performance of Interesting Variables Respect to
PrOZramimes..........cccoeeiiieiiiiniiiieeeee ettt ettt senneeneaeeaves 299

vi




Table 8-6 Start Time of BUSINESS ACHVILIES ..coccuveeeevreerieerreeireeeeeieenrenrereeeeeeeessessseesssas 301

Table 8-7 Probit EStIMation.........cc.cccevuivinecininienininiiiineniieiceeirenessesessessesesssannen 317
Table 8-8 Impact on Earnings and Working hours .........ccccoeveevvinieccccinicnninsenneen. 320
Table 8-9 Level Impact and Comparative Advantage............coceeruereereiecenerseennneeenn. 322
Table 8-10 Impact on Average Individual and Loan .........cccovvveeviciniiiciinnninnnnnnns 326
Table 8-11 The Impact of the Programmes on Income and Working Hours................ 327
Table 8-12 Impact on different levels of POVEItY ........c.ccccvveeeeieciiincncniiiicininnnns 329
Table 8-13 Impact on Basic Needs.......cccovvviniriniiciiniinerrrceceeerecne e 334
Table 8-14 Impact on Basic Needs (continued)........c...cceevevieeeinienienencniineneecanaens 335
L

vii




LIST OF FIGURES

Figure 2-1 Income Distribﬁtion and POVEItY .....cccoveeviiiiiniinicniiiiecccniiteecec 7
Figure 2-2 POVEITY CYCLE......couiiieireeiiie ettt ettt st sa st 24
Figure 2-3 Social Subjective Poverty Line ........c.ccoceeeceeveieninnicininenenncnenecreeneneenen 27
Figure 2-4 Effect of Interest Rate in a Segmented Market...............ccocvvniniicinn, 4]
Figu}c 2-5 Government Intervention in a Competitive Market.............ccoovvvevirneecnnnnnn. 43

Figure 2-6 Interlikage between Microfinance, Employment, and Poverty Reduction....46

Figure 2-7 Production Frontier and the Increase in Welfare. ...........cccoeoeveinenecnnnnnn. 47
Figure 3-1 Location of the District in the Sample.......c..cooceiverniiniiniiiicnnenticeeeene 2
Figure 3-2 Sampling Method.........c.ccccoiirmiriiiniiiiiiiiteecccicteecie s 80
Figure 3-3 Scheme of Impact Assessment (Hulme, 2000).......c.ccccovrieniniieiiccnncennnn 107
Figure 3-4 Impact of @ Programme............ccooovievecininiencnieriiininiccnreie i 10§
Figure 5-1 Prokesra and PKS-PPK Packages .......c..ccoceccvenivniiniiiiicnciiinieiicincne 142
Figure 5-2 TA-KUKESRA in PKS-PPK ........cccoiiiiiiiiiieinictccenenecnenie e 145
Figure 5-3 Model of TA-KUKESRA .......c.ccoiiiiiiriniciitrrccieenic e 149
Figure 5-4 The KUKESRA-TAKESRA System ......cccovvvivirvininiinincnriiinicncnnnn 155
Figure 5-5 The Essential Effects in KUKESRA .........ccocoovivimiiniierciniicee 162
Figure 5-6 Organisation of Mitra Karya .........cccccceccvminnininiinnininncninnniniiicninnnns 165
Figure 5-7 Wheel Of MFI ......cc.oooioiiiiiiiieiecterecient et cnee e 173
Figure 7-1 Progress of Members and Target Group...........cccecvvviinviiiniicnniniicninccnen. 244
Figure 7-2 Default rate in Malang District and in Survey Area........ccoccoviviviinnennnnn. 272
Figute 7-3 Default rate for Each Sub-DiStriCt........ccoeeverevirereeieereeerenninneserseenesnenennes 273

viii



Afdeelingbank
AKSI

ASKBI

AV}?

Badan Padi Sentra
bank dagang desa
bank tani

BAPPENAS
BARUGA
BCA

BEJ
Besek
BI

BIMAS

BKD

BKK

GLOSSARY

Bank Kabupaten [District bank] in Dutch Colony
government.

Asuransi Keluarga Sejahtera Indonesia (Indonesian
Prosperous family’s Insurance)

Asuransi Keluarga Berencana Indonesia (Indonesian
Insurance for family planning).

"AlgemeneVolkscredietbank" the successor of
Centrale Kas (see Centrale Kas below) in 1920

Center for Rice Board .
Village trade bank
Farmers’ bank

Badan Perencanaan Pembangunan Nasional (National
Planning Board)

Balai Rujukan Keluarga (Forum of Family’s
Reference)

Bank Central Asia, one of the Indonesian private
banks.

Bursa Efek Jakarta (Jakarta Stock Exchange (JSX))
A kind of covered square basket of plaited bamboo
Bank Indonesia (Indonesian Central Bank)

Bimbingan Massal, (Agricultural program to improve
the productivity). This program also has some
improvements such as BIMAS Gotong-Royong (Mutual
Self-help), BIMAS palawija (including other crops such
as maize, ground-nuts, sweet potato, cassava and
soybeans), BIMAS yang disempurnakan (Completed
BIMAS).

Badan Kredit Desa (Village Corporate Board including
village bank and lumbung)

Bank Kredit Kecamatan (Sub-District Credit Bank)
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BKKBN

BKKBN’S Welfare classifi-cation:;

KPS, KS I, KS II, KS III, and KS
I+

BMS

BNI 1946

Boedi Utomo

BRI Unit Desa

Bangga Suka Desa

Centrale Kas

cultuur-stelsel

Demas

Gerakan Keluarga Sejahtera Sadar
Menabung
gotong royong

Gerakan Pembangunan Keluarga
Sejahtera

IBI

IDT

INKESRA

INMAS

Inpres

Badan Koordinasi Keluarga Berencana Nasional
(Coordinating Board of National Family Planning)

Keluarga Pra-Sejahtera, Keluarga Sejahtera I, Keluarga
Sejahtera II, Keluarga Sejahtera III, and Keluarga
Sejahtera II1+ (Pre-welfare, Welfare I, Welfare II,
Welfare 111, and Welfare III-plus respectively).

Balai Mitra Sejahtera (Forum of prosperous partners)

Bank Negara Indonesia 1946 (the National Bank of
Indonesia 1946)

A political movement struggling for Indonesian
independence from colonialists established in Surabaya

Bank Rakyat Indonesia Unit Desa (Village Units of
Indonesia People's Bank)

A movement to create a feeling of pride for living in
rural village.

Central Funds, the institution that played a role as
central bank in the Dutch colony government.

The system of forced cropping introduced by the Dutch
colony government in 1830 that all farmers had to
grow cash crops and less food. As a result, many in
Java starved.

Demonstrasi Massal. The procedure introduced by the
Bogor Agriculture Institute in order to improve
agricultural production.

Saving awareness for prosperous families
Community self help

The prosperous family development movement

Institut Bankir Indonesia (Indonesian Banker Institute)

Inpres Desa Tertinggal (Presidential instruction for
helping the poor villages)

Investasi Keluarga Sejahtera (Investment for welfare
family)

Intensifikasi Massa (Rice Intensification programme
introduced in 1967).

Instruksi Presiden (Presidential Instruction)
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INSUS

JABOTABEK
Kabupaten

Cadrer

Kartu Anyoman Kesehatan
KB

KCK

Kecamatan

Keputusan Presiden or Keppres
KFM

KIK

KKB

KKU

KMKP

KTP

KURK

Lebaran

LKMD

LPK

LPN

LPPI

Intensifikasi Khusus ('Special Rice intensification'
programme and subsequently became the ‘New Insus'
or well-known as 'Supra-Insus' in 1982.)

Jakarta, Bogor, Tangerang and Bekasi
District (administrative unit below province)

Trained or un-trained person who acts the mediator or
the hand lengthening of BKKBN to always keep in
touch with local people.

Health Protection Card
Keluarga Berencana (Family Planning Program).

Kredit Candak Kulak (Credit extended to small
middlemen)

Sub-districts (administrative unit below district)
Presidential decree

Kebutuhan Fisik Minimum (Minimum Physical Needs)
Kredit Investasi Kecil (Small business loans)

Klinik Konsultasi Bisnis (Clinic of business
consultation).

Kuliah Kerja usaha (lecture on business practices)

Kredit Modal Kerja Permanen (subsidised loan
programme for small business)

Kartu Tanda Penduduk (residence Identification Card)

Kredit Usaha Rakyat Kecil (Productive Credit for poor
People),

The day of celebration at the end of moslem fasting
month

Lembaga Ketahanan Masyarakat Desa (Village social
activities group)

Lembaga Perkreditan Kecamatan (Sub-District Credit
Institution)

Lumbung "Pitih Nagari" (A local traditional
Microfinance intitution in Sumatera)

Lembaga Pengembangan Perbankan Indonesia
(Indonesian Institute for Banking Development)
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Lumbung

MFIs
MKE]
naib

new-start

NGO
Oendang-Oendang
paceklik

Pakjan 1990
Pamong

Pancasila

Parindra

Pelaju

Pemaju

Pembantu Bupati
Pikul

PKK

PKS-PPK

POKJANIS

Posyandu

PP

Rice credit institution for helping people in crisis time
such as in planting season or in paceklik (food
shortage). It has some variants such as Lumbung
Cooperatives, Lumbung Desa (Village Lumbung),
Lumbung Miskin (Lumbung for the poor).

Microfinance institutions
Mitra Karya East Java (MKEJ or Mitra Karya)
Mosque official or deputy of local religious.

Those who started their businesses in the period after
receiving the loan from KUKESRA or MKEJ

Non Governmental Organisation

See UU

Period of food shortage

January Policy Package 1990

Village administrator

The five-principle foundation

Partai Indonesia Raya (Great Indonesia Party)

Petik, Olah, Jual, dan Untung (picking, processing,
selling, and getting profit),

Proses, Kemas, Jual, dan untung (processing,
packaging, selling, and getting profit)

Vicar of the head of the district
A traditional measure where a pikul equals 62.5 kg.

Pendidikan Kesejahteraan Keluarga (program at
village level to educate women on various aspects of
family welfare).

Pembangunan Keluarga Sejahtera dalam rangka
Peningkatan Penanggulangan Kemiskinan
(Development of prosperous families for poverty
alleviation).

Kelompok Kerja Teknis (team work)

Pos Pelayanan Terpadu (all integrated health services
post)

Peraturan Pemerintah (governmental regulations)
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PPLKB, PLKB, PKB

priyayi

PROKESOS
PROKESRA
Puskesmas
rembukan
REPELITA

SAKERNAS
SDI
slametan
SPL

SSBM

SUSENAS
TAKESRA Blokir

TAKESRA/ KUKESRA

tanggung renteng
tape

UBN

PPLKB (Pengawas Petugas Lapangan Keluarga
Berencana or the supervisor of the PLKB) and PLKB
(Petugas lapangan Keluarga Berencana or Facilitator
of family planning Program) BKKBN attributes
differently: PLKB and PKB (Petugas Keluarga
Berencana) for the staff having no degree and for the
staff holding a degree, respectively. Since PLKB and
PKB do the same function, we ignore the distinction
and use PLKB for both.

Belonging to upper class in Javanese society

Program Kesejahteraan Sosial (The Program for
Social Welfare)

Progam Keluarga Sejahtera (The Program for Welfare
Household)

Pusat Kesehatan Masyarakat (local governmental
clinics)

Rembukan or Rembuk is the meeting in group of
members in MKEJ program.

Rencana Pembangunan Lima Tahun (Five-Year-
Development Plan)

National Survey of Labour Force
Yaron's Subsidy Dependence Index
A type of social obligations
Subjective Poverty Line

Swasembada Bahan Makanan (the program of 'Self-
sufficiency of food')

National Survey of Social and Economic Indicators
Compulsory saving in TAKESRA Scheme

Tabungan Keluarga Sejahtera/ Kredit Usaha
Keluarga Sejahtera (Saving/Credit Schemes for
Welfare Family). Sometimes it is called
TAKUKESRA.

Joint liability
Fermented cassava

Unsatisfied Basic Needs a measure for the lack of basic
needs consumption.
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UKKPS Usaha Peningkatan Pendapatan Keluarga Sejahtera
(The program for increasing the incomes for welfare
families)

UPPKA Usaha Peningkatan Pendapatan Keluarga Akseptor
(The program for increasing the family planning
acceptors' incomes)

YY) Undang-Undang (Ordonancies)

UUD 1945 The Indonesian constitution

Volksbank or Volkscredietbank Popular credit bank in Dutch Colony government.
Volkscredietwezen Popular credit system in Dutch Colony government
YDSM Yayasan Dana Sejahtera Mandiri (Foundation that

manages the fund of Takesra and Kukesra),

Zakat Moslem religious donation for the poor particularly in
~ the month of Ramadhan
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