TERMS OF REFERENCE

Rapid ECONOMIC IMPACT ANALYSIS 

OF 

A sample of PNPM RURAL INFRASTRUCTURE PROJECTS

1.  INTRODUCTION

The Government of Indonesia’s  Program Nasional Pemberdayaan Masyarakat (PNPM-Rural) , began its operations in 1998 known as the Kecamatan Development Program (KDP).  The Program has been implemented by PMD, the Directorate General of Community and Village Empowerment, in the Ministry of Home Affairs since its inception, and, from its earliest days operating in a few hundred kecamatan, it has since been scaled up from 2006, to nationwide coverage of over 4,000 rural subdistricts and is now one of the world’s largest community-based poverty reduction programs.  The WB Indonesia is providing financial and technical assistance to the Government of Indonesia (GOI) in implementing Program Nasional Pemberdayaan Masyarakat (PNPM-Rural).  

. 

The Program’s main objectives are: (i) alleviate poverty by raising rural incomes; (ii) strengthen local government and community institutions; (iii) raise rural incomes and reduce unemployment; and (iii) support good governance and decentralization efforts at the local level (provincial to district).  PNPM empowers communities by providing block grants for construction of village-level infrastructure and facilities and other activities such as microfinance and capacity building.  All preconstruction planning and decision-making processes are handled directly by villagers.  Village groups come together to plan local projects and submit two to three proposals for consideration at an intervillage subdistrict-level forum. The selected projects are then funded by the community block grants.  Villagers themselves implement subprojects and manage the funds.  Approximately 70 percent of all PNPM Rural funds disbursed to date have been used for village infrastructure; the remainder for microfinance and capacity building activities.

By 2009, PNPM Rural was operating in 32 provinces, 364 districts, 4,193 subdistricts and over 43,000 villages.

2. OBJECTIVES OF THIS STUDY

The proposed Rapid Economic Impact Analysis study is effectively a smaller-scale repeat of a previous economic impact analysis that was conducted by the World Bank on 113 KDP Phase I and KDP Phase II village-level infrastructure projects during 2004 and 2005.  As such, it is expected that the same methodology and analysis instruments will be used by the selected consulting team to ensure comparability with the results of the first economic analysis conducted in 2004/2005.  This effort pre-empts a larger scale EIRR exercise that will be carried out later in 2012.
The Economic Impact Analysis study has two main objectives (components) that are:

1. Calculate the economic internal rate of return (EIRR) of direct economic benefits accruing to village infrastructures of 16 carefully selected village locations, constructed by PNPM village communities;

2. Use general income multiplier analysis to evaluate the macroeconomic impacts of residual cash circulation from the same village projects on village household incomes and local small-scale economic activities;

.

NOTE:

The selected consulting team will be provided with the previous analysis instruments and calculation methodologies, 
3. DETAILED DESCRIPTION OF THE STUDY
Study Component 1:  Calculation of Economic Internal Rate of Return (EIRR)

The first component of this study will calculate economic internal rates of return (EIRR) for a sample of rural infrastructure projects spread across 16 villages in 8 provinces. The types of rural infrastructure projects to be assessed will be the four main PNPM infrastructure types: (i) roads; (ii) bridges; (iii) irrigation; and (iv) clean water supply systems.  

According to field reports, household surveys and the previous economic impact study done in 2004/2005 the following economic benefits normally occur after construction of PNPM infrastructure:

       Roads and Bridges

· Increase in local transport businesses.

· New businesses opening along the new road due to increased traffic and improved access to previously inaccessible areas. 

· Decreases in transport costs for bringing agricultural produce to market.

· Significant increases in production of local agricultural commodities to take advantage of better access to markets.

· Greater access to schools, health facilities, markets, subdistrict (kecamatan) and district (kabupaten) town centers.

· Significant time savings due to improved access and faster travel times.

Irrigation Systems
· Increased agricultural production and household incomes.

· Reductions in property damage and crop losses when drainage function is combined.

Clean Water Supply Systems
· Significant time savings, especially for women and children, due to easy availability of piped or centrally located (wells) water. 

· Reductions in medical costs associated with problems caused by lack of clean water such as skin diseases and dysentery.

· Increases in household incomes due to new small businesses and small household vegetable / fruit gardens made possible by the availability of water.

Negative economic benefits from PNPM infrastructure projects also need to be quantified when encountered.  For example, in the case of bridge construction, there have been several cases reported of small ferry owners losing business due to new PNPM-funded bridges.  In the case of new road construction, the loss of productive agricultural land may also need to be quantified vis-à-vis other benefits.

Study Component 2: Calculation of General Income Multiplier 

The second component of the study will attempt to quantify the overall economic impact that PNPM infrastructure projects have had on village economies. Determining the economic benefits from increased local expenditures resulting from development activities is important. This will be done by calculating a general income multiplier for each village infrastructure project.  This analysis will quantify the amount of funds actually getting into the hands of the village communities receiving the block grants; and to what extent those funds circulates within the village economy and for how long, before it leaks out to the surrounding kecamatan and kabupaten economies. 

4.Sampling and site selection
It is proposed that the Rapid Economic Impact Analysis of Rural Infrastructure project will be conducted in 16 villages spread across 16 kecamatans and  8 provinces. Village locations will be provided by World Bank PSF.  

The project locations selected for the EIRR analysis will need to fulfill the following criteria:

· The village should have received only one PNPM infrastructure of the same type like road, irrigation and bridge. 

· The village should not have received infrastructure of the same type from any other source within the last 10 years;

· The time that has elapsed from the completion of the Rural PNPM infrastructure project to the EIRR analysis should be at least one year, maximum three years;

· The village should not have received any other infrastructure projects from any other source at the same time as the PNPM project was constructed
         5.  IMPLEMENTATION OF THE STUDY
  The World Bank will hire short term consultants (STC) to implement the study.
There will be 4 research teams, each team comprising of one engineer and one economist. In addition to the 4 research teams, the study will be lead by Two Team Leaders who will oversee the work of four economists and four engineers.  One data entry operator will also be hired on a short-term basis to assist with data entry, cleaning of raw data, and preparation of the draft final report, presentation materials and the final report.  

Training of field researchers- Before the commencement of field work, a 5 day training of the researchers will be conducted to train them on study’s objectives, methodology and ensuring that all field researchers have a clear understanding of the aim of the study and the methods and tools used.
 Handling all logistics and administration related to the conduct of the evaluation. – In coordination with World Bank PSF, the consultants will be responsible for all logistical and administrative arrangements dealing with the implementation of the study, travel logistics, letters from the government and World Bank, and other related matters to ensure the smooth implementation of the evaluation.

Producing one high quality report by July 2012 in Bahasa Indonesia. The research team is expected to present its findings to the Government of Indonesia and the World Bank.
Timeline: 

Approximate Timeline for the Study, April 2012 – July 2011
	Time
	Activities

	2nd April to 20th April,2012

23rd April- 27th April,2012
	· Develop work plan, timetable, budget and field deployment schedule

· Recruit field researchers, enumerators and data entry people

· Train field researchers, enumerators and data entry people.

· Receive soft copies of all spreadsheets and survey instruments and detailed instruction on the use of all analysis instruments from World Bank PSF.
· Run classroom simulations with the analysis instruments to familiarize all team members with their use.
· Finalize site selection in consultation with World Bank

· Coordinate with Regional Management Consultants and provincial coordinators (Korprov) to finalize locations and field travel schedules for data collection.
· Prepare letters to begin fieldwork

	30th April 2012- 20th May 2012

20th May -27th May,2012


	· Begin fieldwork (21days)
· Coordinator/Team Leader to oversee fieldwork and ensure quality control

· Data collection 
· Data entry (completed by 20th May)

· Data Cleaning

	5th June 2012
	· Two page summary report of findings

	30th  June 2012
	· First draft report due to the World Bank

	15th  July 2012
	· Presentation to the Government and World Bank

	30th  July 2012
	· Final report due to the World Bank


VI. MAIN OUTPUTS

· Cleaned data set

· Preliminary Findings-in-brief (Two page summary)
· Final report as described below

· Oral presentations to Government and Donors

· Final field guides used for this study (soft and hardcopies)
· Final questionnaires and manuals (soft and hardcopies)
Inputs from the World Bank
The World Bank will provide:
· Copies of all spreadsheets and survey instruments and detailed instruction on the use of instruments

· Sample locations where the study will be implemented
· Supervision throughout implementation;
· Timely comments and input to draft reports
VII. REPORTING REQUIREMENTS
The main output of the study will be a final written report in  Indonesian.  The report will be organized as follows:

1. Executive Summary (no longer than seven pages; must be concise and complete as a stand-alone summary)

2. Introduction and background 

3. Description of study methodology 

4. Findings from field observations and data analysis (data tables must be included where relevant).  Analysis should examine the three questions posited above.

5. Findings from field missions.  

6. Conclusion and recommendations for follow on studies. 

IX. MANAGEMENT

The World Bank Senior Social Development Specialist will be the task team leader for this study. The Bank Evaluation Officer will provide day-to-day management and supervision of the consultancy. The research consultants will be reporting directly to him. The research team will work in close coordination with the consortium of organizations implementing the study.
7.  THE RESEARCH TEAM

The research team will consist of 10 professionals:

 2 Team Leaders (1 senior economist and 1 senior Engineer)

Qualifications & Professional Experience:

The Team Leader will ideally be a senior economist /senior engineer with post-graduate qualifications and considerable experience in rural-based economic research and economic analysis on village-level economic activities or projects.  He/she should also have considerable experience leading and managing research teams within limited schedules and budgets to produce significant pieces of professional research.

4 Economists

Qualifications & Professional Experience:

The study economists should have tertiary qualifications in economics or finance with considerable experience in rural-based economic research and economic analysis on village-level economic activities or projects.  Researchers with a financial academic background must be able to demonstrate an understanding of, and direct experience with, project-level economic analysis and a thorough understanding of economic concepts as applied to this study.  

4 Rural Infrastructure Engineers (Ex Senior Technical Facilitators)
Qualifications & Professional Experience: 

The study engineers should have tertiary qualifications in civil engineering and considerable experience in planning, constructing and supervising rural infrastructure projects at the village level.  Preferably the study engineers will be ex senior technical facilitators from a community empowerment program like Rural PNPM, or will have had considerable experience working with a program similar to Rural PNPM.

The training will be held on April 23, 24, and 27, 2012 in Jakarta. The venue/hotel will be advice later. 
The objective of this training:

· Train field researchers, enumerators and data entry people.

· Receive soft copies of all spreadsheets and survey instruments and detailed instruction on the use of all analysis instruments from World Bank PSF.
· Run classroom simulations with the analysis instruments to familiarize all team members with their use.
· Finalize site selection in consultation with World Bank

Coordinate with Regional Management Consultants and provincial coordinators (Korprov) to finalize locations and field travel schedules for data collection

The charge code for the training: TA-P111965-TAS-TF092138. 

The Bank will provide logistics (airfare tickets and accommodation for participants who are not from Jakarta) and meeting package for all the participants. 

The participants:

1. Poppy Ismalina (Leader for EIRR Study) from Jogyakarta

2. Heru Sutomo (Leader for EIRR Study) from Jogyakarta

3. Iwan Suharmawan (Technical Specialist) from Malang

4. Tri Hadi Wahyu Prasetyo (Technical Specialist) 
5. Martini Dwi Edithia (Economist)

6. Vincentius Prasetyo Suseno (Economist)

7. Cholidin A. Yani (Economist)

8. Firman Syah (Economist)

9. Suudi Noor (technical Specialist) from Jogyakarta

10. Budhi Wibowo (Technical Specialist) from Jogyakarta

11. Ritwik Sarkar 

12. Neil Neate (Technical Evaluation Coordinator)

The approximate budget for the training: 

1. Meeting Package: IDR. 12,000,000

