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Executive Summary

Over the past decades, Indonesia has made remarkable strides in key human development indicators.
Primary school enrollment is close to universal for both boys and girls, and the child mortality rate
has declined rapidly. Nevertheless, infant mortality, child malnutrition, maternal mortality, and junior
secondary school enrollment have all remained problematic in Indonesia compared to other countries
in the region. Furthermore, achievements in these indicators reveal large geographical disparities, with
poorer outcomes in rural and remote provinces and districts. These indicators are strongly associated with
levels of poverty, suggesting that a program providing the poor with the means to access basic health and
education services could be a key component of a poverty strategy for Indonesia.

In 2007, the government of Indonesia launched two large-scale pilots of programs designed to tackle
these issues: (1) conditional cash transfers (CCTs) to households, known as the Hopeful Family Project
(Keluarga Harapan Project or PKH), and (2) an incentivized community block grant program, known as
the National Community Empowerment Program—Healthy and Smart Generation (Program National
Pemberdayaan Masyarakat—Generasi Sehat dan Cerdas, or PNPM Generasi). These two pilot projects are
being implemented in six provinces and are designed to target the same health and education indicators.
They are consistent with both the Indonesian government’s priorities and the Millennium Development
Goals: to reduce poverty, maternal mortality, and child mortality, and to ensure universal coverage of
basic education. This study reports on the interim evaluation of the incentivized community block
grant program, PNPM Generasi. The household CCT program (PKH) will be the subject of a separate
evaluation in 2010.

PNPM Generasi, the incentivized community block grant program, differs from a traditional household
CCT (and therefore from the PKH program) in that block grants are allocated to communities rather
than to individual targeted households. The Generasi project began in mid-2007 in rural areas of five
Indonesian provinces selected by the government: West Java, East Java, North Sulawesi, Gorontalo, and
East Nusa Tenggara. In 2007, the Generasi project covered 1,605 villages in 129 subdistricts, with a
total budget of $20 million. Under the program, villages received an annual block grant, which each
village could allocate to any activity that supported one of 12 indicators of health and education service
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Executive Summary

delivery. To give communities incentives to focus on the most effective policies, the government bases the
size of the village’s Generasi block grant for the subsequent year partly on the village’s performance on
each of the twelve targeted health and education indicators. The Generasi project thereby takes the idea
of performance incentives from conditional cash transfer programs and applies it in a way that allows
communities the flexibility to address supply constraints, demand constraints, or some combination. To
the best of our knowledge, the Generasi project is the first health and education program worldwide that
combines community block grants with explicit performance bonuses for communities.

To allow for a rigorous, randomized evaluation of Generasi, the government of Indonesia incorporated
random assignment into the selection of Generasi locations. Each Generasi location was further randomly
allocated to one of two versions of the program: one “incentivized” treatment with the pay-for-performance
component (treatment A) described above, and a second, otherwise identical “non-incentivized” treatment
without the pay-for-performance incentives (treatment B).

This document describes the findings from the interim evaluation survey conducted between October
and December 2007, after 15 to 18 months of Generasi implementation in 129 treatment subdistricts.
Since one full year’s project cycle had been completed, we refer to this survey as the one-year interim
evaluation survey. A final evaluation survey is planned for October—December 2009, after the program
will have been in operation for 27-30 months.

The main findings of the one-year interim Generasi impact evaluation are as follows:

1. The Generasi program improved health indicators. The strongest improvements were in the
frequency of weight checks for young children and use of iron tablets for pregnant women. The
program also appears to have improved the frequency of deliveries by trained midwives (particularly
in Java and Sulawesi). These improvements were supported by dramatic increases in coverage of all
types of maternal and child health services through village health post (posyandu) activities. The
Generasi program may have cut infant mortality by as much as half, and appears to have reduced
malnutrition in both NTT and Sulawesi.

2. PNPM Generasi led to no improvements in education, and appeared to have reduced enrollments
for certain groups. In contrast to health, the first 15-18 months of Generasi hasled to no improvement
in education. In fact, the program shows negative impacts on enrollment and attendance of 13-15
year olds who would otherwise have been completing primary school.

In interpreting this result, it is important to note that junior secondary gross enrollments were
increasing in this period in both treatment and control areas. In control areas, junior secondary
gross enrollment increased from 82 percent at baseline to 91 percent in the interim survey just 18
months later. School participation rates for 13—15 year olds actually increased in Generasi areas,
from 82 percent at baseline to 87 percent in the interim survey; it just increased at a slower rate than
in the control areas. There may be several reasons for these rather surprising results, especially on
the junior secondary indicators. First, overall government expenditures for education during that
period were undergoing rapid changes, so it was a fluctuating situation. Over the past few years, the
government has significantly increased overall public spending on education, from 17.2 percent of
the total national budget in 2007 (World Bank 2007) to an estimated 20 percent in 2009. Second,
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the program missed the registration period for the school year and Generasi funds only were released
to communities halfway through the school year, making new enrollments for the ongoing school
year difficult. Third, there may be issues regarding the Generasi’s targeting only 13—15 year olds and
not other age groups. Since Generasi’s junior secondary school enrollment indicator was age-specific,
one hypothesis is that communities prioritized their support for children in the 13-to-15 year age
range who had already graduated from primary schools and thus could potentially enroll in junior
secondary school, and did not support 13-to-15 year olds who were still in primary school. Fourth,
in the first year of implementation, field and supervision reports were finding that communities were
favoring more assistance toward children already in school, rather than focusing on out-of-school
children who proved to be more difficult to reach. Supervision missions indicate that during the first
year especially, communities chose to benefit the majority who were already in school and therefore
easier to assist, rather than pursue the minority of children who were not yet enrolled in school.

3. Community incentives were effective in improving the health indicators as well as health
outcomes, as evidenced by the incentivized version of PNPM Generasi (Treatment A) consistently
outperforming the non-incentivized version of the program (Treatment B). The incentivized
version of the program had higher levels of prenatal visits, postnatal visits, and weight checks. The
incentivized version of the project also had larger reductions in acute morbidity (acute respiratory
infections and malnourishment). The incentivized version translated into increased work effort on
outreach and public services on the part of midwives. The incentivized version of the program also
resulted in increased targeting of program impacts to poorer households.

4. Regional heterogeneity in PNPM Generasi impacts suggest that the program allowed communities
to adapt to different local needs. In NTT province, seven of the eight targeted health indicators
showed little change. However, the project led to large reductions in malnutrition and in neonatal
mortality. The focus on malnutrition in NTT is consistent with the fact that the province had the
highest malnutrition rates, and was experiencing a surge in malnutrition in the time period of the
study (malnutrition in control areas in NTT increased from 24.7 percent at baseline to 35.3 percent
in control areas by Wave II). In Java, where there is more heterogeneity in service levels at baseline,
stronger impacts were found in places where baseline levels were weakest. In Sulawesi, which had
moderate-to-low baseline levels for all indicators but no acute malnutrition problem like NT'T, strong
effects were seen across the board.

5. PNPM Generasi affects service provider work effort. Midwives who are the frontline workers in
the provision of maternal, neonatal, and child health services increased their working hours, most
notably in Sulawesi. Particularly in Java, midwives spent considerably more time providing outreach
services.

6. The program also significantly increased community engagement. The evaluation found that
PNPM Generasi increased the number of volunteers at village health post activities and the number
of parents participating in health education meetings. We also found greater participation in
monitoring meetings and spillover effects on participation in community groups and village activities
more generally. On average, Generasi had positive impacts on community efforts, mostly due to its
effects on community activities related to health activities.
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The aforementioned results are preliminary and much more data will be forthcoming in the next round
of evaluation scheduled for 2009-10. However, these findings already point to several policy implications
to explore further in the coming years.

First, PNPM Generasi piggybacked on the Kecamatan Development Program/PNPM, a community-
driven development program that had already been in place in Indonesia since 1998. Unlike in Mexico
and other countries, it was not clear that Indonesia had the administrative capacity and supply-side
services to make an individual CCT program work in certain areas of the country. Generasi thus provides
a unique example of how an established national community program can be adapted to address certain
education and health targets using a community approach.

Building the evaluation into the design of the program from the outset has been critical to learn lessons
from the program for possible expansion in the future. To allow for a rigorous, randomized evaluation
of Generasi, the government incorporated random assignment into the selection of the locations. Each
location was further randomly allocated to an incentivized versus non-incentivized treatment, thus
allowing for comparison of effects. As this is a pilot program, it was important that the evaluation prove
robust and provide empirical evidence as to whether the intervention was having its desired impact.

Preliminary results from the interim evaluation reveal significant impacts in health and little impact in
education. The evidence from this interim survey points to community mobilization as potentially a
significant factor in explaining these dramatic improvements in health. Further studies and rigorous
evaluations are needed to assess how Generasi compares with other child and maternal health interventions
in attaining these targets. For education, the lack of overall impact raises questions regarding Generasi’s
investments in this area and whether the education targets for primary and junior secondary education
were the correct ones. Indonesia already has reached high primary school enrollment levels. Over the
past few years, it has increased its spending on education significantly. During the second and third years
of implementation, the program increased efforts to focus more on non-users rather than those already in
school. The program is also currently considering the possibility of revising education indicators in Year
4 (beginning in mid-2010) to focus more on quality and student achievement, in addition to the original
enrollment and attendance targets.

This study provides strong evidence that in this context, community incentives work and are more effective
for focusing impacts on the poorest quintiles and increasing providers’ efforts. The policy implications
are that poverty programs may wish to experiment more with embedding incentives into their designs.

The next round of evaluation in 2009-10—using both quantitative and qualitative methods—should
reveal much more about the impacts of Generasi. These interim findings provide some preliminary
insights into the direction this program is heading.

Indonesia’s PNPM Generasi Program:

Interim Impact Evaluation Report



Introduction

1.1 Background

Over the past decades, Indonesia has made remarkable strides in key human development indicators.
Primary school enrollment is close to universal for both boys and girls and the child mortality rate has
declined rapidly (World Bank 2006; World Bank 2008). Nevertheless, infant mortality, child malnutrition,
maternal mortality, and junior secondary school enrollment are lower in Indonesia than in other countries
in the region (World Bank 2006; World Bank 2008). Furthermore, there are substantial geographical
disparities in these outcomes, with poorer outcomes in rural and remote provinces and districts. Poor
performance on these indicators is also strongly associated with levels of poverty, particularly in eastern
Indonesia, suggesting that a program providing the poor with the means to access basic health and
education services could be a key component of a poverty strategy for Indonesia.

Improving the health and education of children is considered critical to economic development and
forms an important component of the Millennium Development Goals. Faced with these challenges,
many developing countries have sought to stimulate demand for maternal and child health services and
education through conditional cash transfer programs. For example, Mexico’s Progresa program (Gertler
2004; Schultz 2004; Rawlings and Rubio 2005) links cash payments to behaviors such as immunization,
growth monitoring, school enrollment, and school attendance. However, these types of demand-side
interventions may be inappropriate in many developing world contexts, where beneficiaries do not have
adequate access to health and education services (Schubert and Slater 2006; Lagarde, Haines, and Palmer
2007). In such environments, programs that address both the supply- and demand-side constraints
directly may be more appropriate.

In 2007, the government of Indonesia launched two large-scale pilots of programs designed to tackle these
issues: conditional cash transfers to households and an incentivized community block grant program.
These two pilot projects are being implemented in six provinces and are designed to achieve the same
objectives and goals. These goals are consistent with the Indonesian government’s priorities and the
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Millennium Development Goals: to reduce poverty, maternal mortality, and child mortality, as well as
ensure universal coverage of basic education.

The Household CCT—the Keluarga Harapan Project (PKH)—applies the traditional CCT design with
quarterly cash transfers to poor individual households identified through statistical means. CCT recipient
households receive regular cash transfers through the post office as long as they meet the requirements of
using specified health and education services.

The Incentivized Community Block Grant Program, known as PNPM Generasi, differs from the
Household CCT in that block grants are allocated to communities rather than to individual targeted
households. Under the program, over 1,600 villages received an annual block grant. Each village can use
the grant for any activity that supported one of 12 indicators of health and education service delivery (such
as prenatal and postnatal care, childbirth assisted by trained personnel, immunization, school enrollment,
and school attendance). To give communities incentives to focus on the most effective policies, the
government bases the size of the village’s Generasi block grant for the subsequent year partly on the
village’s performance on each of the 12 targeted health and education indicators. The Generasi project
thus takes the idea of performance incentives from conditional cash transfer programs and applies it in a
way that allows communities the flexibility to address supply constraints, demand constraints, or some
combination. To the best of our knowledge, the Generasi project is the first health and education program
worldwide that combines community block grants with explicit performance bonuses for communities.

To allow for a rigorous, randomized evaluation of Generasi, the government of Indonesia incorporated
random assignment into the selection of Generasi locations. Unlike evaluations of conditional cash transfer
programs, which cannot separately identify the impact of the incentives from the impact of the additional
cash provided (Gertler 2004), the Generasi evaluation was designed to separate out these two effects.
Specifically, each Generasi location was further randomly allocated to one of two versions of the program:
(1) an “incentivized” treatment with the pay-for-performance component (treatment A) described above;
and (2) an otherwise identical “non-incentivized” treatment without the pay-for-performance incentives
(treatment B). This study focuses on the Generasi program. It describes the findings from the interim
evaluation survey conducted between October and December 2008 after 15 to 18 months of Generasi
implementation in 129 treatment subdistricts.

1.2 The Generasi project

This section describes the Generasi project, the Indonesian community block grant program that is
the focus of this study. PNPM Generasi—known in full as the National Community Empowerment
Program—Healthy and Smart Generation (Program National Pemberdayaan Masyarakat—Generasi Sehat
dan Cerdas)—is to the best of our knowledge the first health and education program worldwide that
combines community block grants with explicit performance bonuses for communities.
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The Generasi project began in mid-2007 in rural areas of five Indonesian provinces selected by the
government: West Java, East Java, North Sulawesi, Gorontalo, and East Nusa Tenggara.' In 2007, the
project covered 1,605 villages in 129 subdistricts, with a total budget of $20 million. In the projects
second year, which began in mid-2008, the project expanded to cover a total of 2,120 villages in 176
subdistricts, with a total budget of $44 million. The project is currently continuing for a third project year
(beginning in mid-2009) in these 176 subdistricts, with possible expansion to other provinces in 2010.

The Generasi project is focused on 12 indicators of maternal and child health behavior and educational
behavior (see Box 1). These indicators were chosen by the government of Indonesia to be as similar as
possible to the conditions for the individual household conditional cash transfer program being piloted at
the same time as Generasi (but in different locations). They are in the same spirit as the conditions used
by conditional cash transfer programs in other countries, such as Progresa in Mexico (Levy 2006). These
12 indicators respond to those seeking health and educational services that are within the direct control of
villagers—such as the number of children who receive immunization, prenatal and postnatal care, and the
number of children enrolled and attending school—rather than long-term outcomes, such as test scores
or infant mortality.

In Generasi, all participating villages receive a block grant each year to improve maternal health, child
health, and education in their villages. Block grants are usable for a wide variety of purposes, including,
but not limited to, hiring extra midwives for the village, subsidizing the costs of prenatal and postnatal
care, providing supplementary feeding, hiring extra teachers, opening a branch school in the village
(kelas jauh or satellite classrooms, or sekolah terbuka or formal part-time junior secondary schooling),
providing scholarships, providing school uniforms, providing transportation funds for health care or
school attendance, improving health or school buildings, or even building a road or path through the
forest to improve access to health and education facilities.

To decide on the allocation of the funds within a village, trained facilitators help each village elect an
11-member village management team, as well as select local facilitators and volunteers. Through social
mapping and in-depth discussion groups, villagers identify problems and bottlenecks in reaching the 12
indicators. Inter-village meetings and consultation workshops with local health and education service
providers allow community leaders to obtain information, technical assistance, and support from the
local health and education offices as well as to coordinate the use of Generasi funds for multi-village
projects. Following these discussions, the 11-member management team makes the final Generasi budget
allocation.

1 An initial test of the Generasi concept was run in three villages in Gorontalo province from 2006 to 2008. Those villages are
not included in the main Generasi project or analysis.
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Box 1. Generasi Program Target Indicators

Health Indicators

Four prenatal care visits

Taking iron tablets during pregnancy

Delivery assisted by a trained professional

Two postnatal care visits

Complete childhood immunizations

Adequate monthly weight increases for infants

Monthly weighing for children under three and biannually for children under five
Vitamin A twice a year for children under five

0 N ON MR

Education Indicators

9. Primary school enrollment of children 6-to-12 years old

10. Minimum attendance rate of 85 percent for primary school-aged children

11. Junior secondary school enrollment of children 13-to-15 years old

12. Minimum attendance rate of 85 percent for junior secondary school-aged children

Performance incentives are a critical (and unique) element of the Generasi approach: the size of a village’s
block grant depends in part on its performance on the 12 targeted indicators. The purpose of the
performance bonus is to increase the village’s effort at achieving the targeted indicators (Holmstrom 1979),
both by encouraging a more effective allocation of Generasi funds and by stimulating village outreach
efforts to encourage mothers and children to obtain appropriate health care and increase educational
enrollment and attendance.

The performance bonus is structured as a relative competition among villages within the same subdistrict
(kecamatan). By making the performance bonuses relative to other villages in the subdistrict, the
government sought to minimize the impact of unobserved differences in the capabilities of different areas
on the performance bonuses (Lazear and Rosen 1981; Mookherjee 1984; Gibbons and Murphy 1990).
The fixed allocation to each subdistrict also ensures that the performance bonus system would not result
in an unequal geographic distribution of funds.?

The specific rule for allocating Generasi funds to villages within the subdistrict is as follows. The size of
overall Generasi allocation for the entire subdistrict is predetermined by the subdistrict’s population and
poverty level.? Within a subdistrict, in year 1 of the project funds are divided among villages in proportion
to the number of target beneficiaries in each village (that is, the number of children of varying ages and
the expected number of pregnant women). Starting in year 2 of project implementation, 80 percent
of the subdistrict’s funds continue to be divided among villages in proportion to the number of target
beneficiaries; the remaining 20 percent of the subdistrict’s funds form a performance bonus pool, to be

2 Asdiscussed by Gibbons and Murphy (1990) and others, one potential pitfall of relative performance incentives is that agents
may have an incentive to either sabotage or collude with other agents. With an average of 12 villages per subdistrict, in this
case villages face a much greater return from increasing their own performance than from sabotaging that of other villagers.
Nevertheless, this possibility remains, and therefore makes the equilibrium implications of the incentives an important em-
pirical question.

3 In 2007 the average block grant for each subdistrict was $112,300 per subdistrict; in 2008, the average block grant was raised
to $200,000 per subdistrict. A subdistrict contains roughly between 15,000 and 50,000 individuals and 10 to 20 villages.
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divided among villages based on their performance on the 12 Generasi indicators.*

The performance bonus pool is allocated to villages in proportion to a weighted sum of each village’s
performance above a predicted minimum achievement level. Specifically, each village’s share of the
performance bonus pool is determined by:

ShareOfBonus, = P,/ ( Pj)
where

PV: ( w; (}/ui - mvx)]

In this formula, y ; represents village ¢’s performance on indicator 7, w, represents the weight for
indicator 7, m , represents the predicted minimum achievement level for village » and indicator 7 and P,
is the total number of bonus “points” earned by village ».

Generasi uses performance relative to a constant predicted minimum attainment level, rather than
improvements over an actual baseline, to avoid the ratchet effect (Weitzman 1980), as well as to avoid the
problems inherent in collecting reliable baseline data on performance on all indicators in all villages before
the program began. For each of the 12 Generasi indicators 7, the project set the predicted minimum
attainment level, 72 , in village v to be equal to 70 percent of the average achievement level for villages
with similar levels of access to health and education providers and numbers of beneficiaries. These
minimum achievement levels were estimated by combining data on levels of each indicator from the 2004
SUSENAS household survey and 2003 PODES census of villages.” The weights for each indicator, w,
were set by the government to be approximately proportional to the marginal cost of having an additional
individual complete that indicator. The weights, along with the specific performance metric for each
indicator 7, are shown in Table 1.

4 Starting in year 2, for allocating the non-incentivized portion of the block grant (i.e., 80 percent of the subdistrict alloca-
tion in incentivized areas and 100 percent of the subdistrict allocation in non-incentivized areas), the number of target
beneficiaries is weighted depending on a village’s access to facilities. This calculation is identical in both incentivized and
non-incentivized areas.

N

For all health indicators except monthly weighing, access to providers was divided into three categories: 1) having a midwife
practicing in the village, 2) not having a midwife in the village but having a midwife practicing within 4km from the center
of the village, or 3) not having a midwife practicing within 4km of the village center. For middle school, access was divided
into three categories: 1) having a middle school located in the village or within 4km of the village center, 2) having a middle
school located between 5 and 9km of the village center, or 3) having a middle school located 10km or more from the village
center. For monthly weighing and primary school, all villages were assumed to have the same level of access, since weighing
of children is always conducted in the village at monthly posyandu meetings and since virtually all villages in Indonesia have
a primary school.
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Table 1. Performance metrics and weights

P . Weight per measured Potential times per Potential points per
erformance metric .
achievement person per year person per year
1. DPrenatal care visit 12 4 48
2. Iron tablets (30 pill packet) 7 3 21
3. Childb'irth assisted by trained 100 ] 100
professional
4. Postnatal care visit 25 2 50
5. Immunization 4 12 48
6. Monthly weight increases 4 12 48
7.  Monthly weighing 2 12 24
8.  Vitamin A pill 10 2 20
9. Primary enrollment 25 1 25
10. Monthly primary ) 12 24

attendance >= 85%
11. Middle school enrollment 50 1 50
12. Monthly middle school
attendance >= 85%
Source: PNPM Generasi Sehat Operational Manual 2007

5 12 60

An important challenge in designing such an incentive system is monitoring achievement levels. To monitor
achievement of the health indicators, all pregnant women and mothers in Generasi villages receive a serial-
numbered coupon book, with one coupon for every possible service use per indicator (e.g., four coupons
for prenatal care, one coupon for each immunization a child should receive, etc.). These coupon books
are attached to a Buku KIA (Mother and Child Health Book), the standard Indonesian document that
contains the child’s immunization history and growth chart. When each service is performed, the service
provider stamps the coupon in the coupon book. Coupons are collected by the project’s facilitators at the
monthly village mothers group. The coupons are used for official budget allocations. School enrollment
and attendance data are obtained from the official school register.® Quarterly cross-village audits are
conducted to ensure that villages keep accurate performance records and financial bookkeeping,.

As noted previously, two versions of the Generasi project are being run to separate the impact of the
performance bonuses from the overall impact of having additional financial resources available for health
and education: the program with performance bonuses described above (referred to as “treatment A”),
and an identical program without performance bonuses (referred to as “treatment B”). Treatment B is
identical to treatment A except that in treatment B, there is no performance bonus pool; instead, in all
years, 100 percent of funds are divided among villages in proportion to the number of target beneficiaries

6 Obtaining attendance data from the official school register is not a perfect measure, since it is possible that teachers could
manipulate student attendance records to ensure they cross the 85 percent threshold (Linden and Shastry 2008). While more
objective measures of monitoring attendance were considered, such as taking daily photos of students (as in Duflo, Hanna,
and Ryan 2008) or installing fingerprint readers in all schools (Express India News Service 2008), Generasi decided not to
adopt these more objective measures due to their cost and logistical complexity. The empirical analysis will be able to test for
this type of differential manipulation by testing whether the difference between official school attendance records and data
from direct observation of schools is greater in incentivized Generasi locations.
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in each village. In all other respects, the two versions of the program are identical: the total amount
of funds allocated to each subdistrict is the same in both treatments, the same socialization materials
and indicators are used, the same procedures are used to pick village budget allocations, and the same
monitoring tools and scoring system are used. Even the village’s annual points score P, is also calculated
in treatment B areas; the only difference is that in treatment B villages the points are used simply as an
end-of-year monitoring and evaluation tool, and have no relationship to the allocation of funds. Within
a given subdistrict, all villages participate in the same treatment of the program; that is, either all villages
received treatment A or all villages received treatment B.

The Generasi project design builds on the Indonesian government’s existing community-driven
development program, known as the National Community Empowerment Program (PNPM), which,
along with its predecessor programs (Kecamatan Development Project), have funded over $1 billion in
local infrastructure and microcredit programs in some 70,000 Indonesian villages over the past decade.
The Generasi project is implemented by the government of Indonesia’s Ministry of Home Affairs, and
is funded in part with loans from the World Bank and grants from the Netherlands Embassy. Technical
assistance and evaluations were supported by a multidonor trust fund with contributions from the World
Bank, Netherlands Embassy, Australia, UK’s Department for International Development (DFID), and
the Danish Embassy.

1.3 Experimental Design

In order to evaluate the overall impact of Generasi, as well as to separately identify the impact of Generasi’s
performance incentives, Generasi locations were selected by lottery to form a randomized, controlled field
experiment. The use of randomized evaluation techniques is considered the gold standard for impact
evaluation of clinical and public health interventions (Gordis 2004), as well as development programs
more generally (Duflo, Glennerster, and Kremer 2007). It has formed the basis of a number of high-
profile social policy experiments in the United States (see Newhouse 1993; Kling, Liebman, and Katz
2007) and internationally (see Gertler 2004; Miguel and Kremer 2004; Schultz 2004; Skoufias 2005).

The Generasi randomization was conducted at the subdistrict (kecamatan) level, so that all villages within
the subdistrict either received the same treatment of Generasi (treatment A or treatment B) or were in
the control group. Randomizing at the subdistrict level is important since many health and education
services, such as community health centers (Puskesmas) and junior secondary schools, provide services to
multiple villages within a subdistrict. Increased demand for services from one village within a subdistrict
could potentially therefore crowd out the services provided to other villages within the same subdistrict;
alternatively, an effort by one village to improve service provision at the community health center could
also benefit other villages in the same subdistrict. By randomizing at the subdistrict level, so that all
villages in the subdistrict receive the same treatment status, the evaluation design ensures that we capture
the total net effect of the program, since any within-subdistrict spillovers would also be captured in other
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treatment villages.” This type of cluster-randomized design is common in program evaluations where
there might be local spillovers from the treatment (Miguel and Kremer 2004; Olken 2007).

The Generasi locations were selected through the following procedure. First, 300 target subdistricts were
identified, targeting poor, rural areas that had an existing community-driven development infrastructure.
9 Each subdistrict was then randomly assigned by computer into one of three equal-sized groups:
treatment A, incentivized (100 subdistricts); treatment B, non-incentivized (100 subdistricts); or control
(100 subdistricts). Within a subdistrict, all villages received the same treatment. The randomization was
stratified by district (kabupaten), to ensure a balanced randomization across the 20 different districts in
the study. The tests for balance confirm that the three groups of subdistricts appear similar on pre-period
characteristics (World Bank 2008).

After the randomization was conducted, some subdistricts randomly selected for Generasi were not
funded. In 2007, budget restrictions meant that out of the 200 subdistricts randomly selected to receive
Generasi grants, 129 actually received them. In 2008, the budget was increased, and 176 subdistricts
received grants. The reason that 24 out of the original 200 subdistricts were not funded in 2008 is that
several subdistricts had been selected (prior to the randomization) for other programs, such as SPADA
and PNPM-Urban, and several other subdistricts had unresolved financial and accountability problems
with PNPM-rural. We have obtained lists of all of these categories of subdistricts dated prior to the
randomization for both treatment and control locations. These lists are dated prior to the randomization
and are exogenous with respect to the randomization, so we can use these lists in the analysis to increase
our statistical power (see Section 2.1 for more details).

Although not all subdistricts were funded, the randomization was still strictly followed: no subdistricts
randomly selected to be control areas ever received Generasi funding. Conditional on getting Generasi,
whether a subdistrict received treatment A or treatment B always followed the randomization results.
Data collection surveys are being conducted in all 300 subdistricts that were initially included in the
randomization, regardless of the final allocation of funds.' This allowed us to use intent-to-treat analysis
(Imbens and Angrist 1994) based on the original 300-subdistrict randomization to confirm that the
changes described above were not materially affecting our results (for details on Generasi implementation
in 2007 post-randomization, see Annex I, page 75).

7 Spillovers to other subdistricts are much less likely to be a problem, since the health service providers (Subdistrict Health
Centers and midwifes), primary schools, and junior secondary schools that are the focus of this survey primarily provide
services within a single subdistrict. Nevertheless, by using GIS information on the location of service providers, we will be
able to test empirically for the presence of these cross-subdistrict spillovers.

8 To identify the 300 target subdistricts, we began by eliminating the wealthiest 20 percent of districts (kabupaten) within the
five target provinces identified by the government, determined by the district’s poverty rate, malnutrition rate, and junior
secondary school transition rate. Districts where the PNPM program was not scheduled to operate in 2007 were also ineli-
gible. Twenty districts were randomly selected from the remaining eligible districts, stratified by island group. Within the
twenty selected districts, subdistricts were eligible for Generasi if they had previously received the PNPM program or were
considered less than 67 percent urban by the Central Statistics Office.

9  Since Generasi is implemented through the national PNPM program, it could only be implemented in districts that were
already included in the PNPM program. Prior experience with PNPM at the subdistrict level also simplified Generasi imple-
mentation, since the relevant legal structures for disbursing Generasi funds had already been established in these locations.

10 When the baseline survey was conducted, one of the 300 subdistricts could not be surveyed due to an avian flu quarantine.
That subdistrict will, however, be included in all future survey rounds.
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An important consideration for the analysis is the potential for differential provision of other programs in
control groups (Duflo, Glennerster, and Kremer 2007). To ensure a fair allocation of funds, the Ministry
of Home Affairs decided that no subdistrict would receive both the Generasi project and other PNPM
programs, which typically fund local infrastructure (roads, bridges, etc.) and microcredit. In 2007, 18
(out of 100) control subdistricts received other PNPM programs, while no treatment subdistricts did. In
addition, it is possible that local governments differentially targeted resources to control districts, since they
did not receive Generasi. Detailed information on all programs received by the village is collected in the
survey to investigate this possibility. Since regular PNPM programs tend to focus on basic infrastructure,
not health and education, it is unlikely that the differential provision of other PNPM programs in control
areas will have substantial impacts on the results. To the extent there are increases in other health and
education performance in control areas due to regular PNPM or other programs, this would lead to an
understatement of the true impacts of Generasi, but would not affect the comparison of treatment A and
treatment B. By collecting detailed data on these additional programs, we can control for any differential
placement (should it occur) to estimate the degree to which these programs are downwardly biasing our
main results.

1.4 Survey Design and Implementation

The main data for the impact analysis is from a set of surveys of households, village officials, health service
providers, and schools being conducted by the World Bank. A detailed list of the contents of each survey
module, as well as the sample size for each module, can be found in Table 2.

Three waves of the survey were planned as part of the evaluation series. Wave I, the baseline round, was
conducted from June to August 2007. Wave IL, the first follow-up survey round, was conducted from October
to December 2008. Wave III, a longer-term follow-up survey round, will be conducted from October to
December 2009. These surveys were designed by the World Bank and the government of Indonesia and
are being conducted by the Center for Population and Policy Studies (CPPS) of the University of Gadjah
Mada, Yogyakarta, Indonesia. The interim evaluation is based on data collected through the Wave I and
Wave II surveys, which were funded by the World Bank (through the Decentralization Support Facility
and PNPM multidonor trust fund).

The sample for the surveys covers each of the 300 subdistricts that were included in the original Generasi
randomization. In each subdistrict, eight villages were randomly selected (unless the subdistrict had fewer
than eight villages, in which case all were selected). This resulted in a total of 2,313 villages that will be
sampled in each of the three survey waves.

The sampling design for the household component of the Generasi surveys was chosen to ensure adequate
coverage in the key Generasi demographic groups: mothers who recently were pregnant or gave birth,
children under age 3, and children of school age. Within each village, one hamlet (dusun) was randomly
selected, and a list of all households was obtained from the head of the hamlet. Five households were
randomly sampled from that list to be interviewed. These households were stratified so that two selected
households had at least one child under age 2, two selected households had a child under age 15 but no
children under age 2, and one household had no children under age 15.
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For some of the analysis (e.g., for examining how the incentives affect the differential targeting of Generasi
benefits and increments in service provision), it is useful to have baseline and follow-up characteristics
for the same individuals. Therefore, in the follow-up surveys, in half of the randomly selected villages
(four villages out of the eight villages sampled in every subdistrict), the same households sampled in
Wave I were contacted again in subsequent waves to form an individual level panel. Teams tracked and
re-interviewed migrated or split households who provided information for any of the married women or
children modules, as long as they were within the same subdistrict. In the other half of villages, a new
cross-section of households are drawn from in each survey wave. The combination of panel households
and non-panel households allows us to investigate heterogeneous treatment effects based on pre-period
income levels and other characteristics, while at the same time ensuring that sufficient respondents with
recent births and young children are enrolled in the survey sample in every round.

Health facilities and schools were also contacted again to form a panel. For midwives, a randomly selected
75 percent of the midwife sample will be re-contacted to form a panel, and 25 percent of the midwives
will be newly sampled in each wave to ensure the sample captures potential in-migration of midwives in
response to Generasi.

Data from these surveys are supplemented with detailed administrative data from the Generasi project’s
internal management information system. This includes detailed budget allocations for the block grants,
performance data on the twelve Generasi indicators, and data on participation levels in Generasi village
meetings.

Table 2.  Questionnaire modules and sample size

20

health and education knowledge

(Respondent:
children age 6-15)

home (separate test for age 6-12 and age 13-15)
(Waves I & III)

Sample Size Panel/Non-

Module Contents Panel
WaveD) | Waves 11/111)

Household core Household roster, deaths in previous 12 months, migration, 11,920

(Respondent: water/sanitation, receipt of government poverty programs,

female household participation in non-formal education, consumption, assets,

head or spouse of | economic shocks, health insurance, morbidity, outpatient

a male household care use, social capital, knowledge and participation in

head) PNPM/KDP activities (Wave II)

Married women Fertility history, use of health services during pregnancy,| 10,794

age 16-49 inspection of Generasi coupons (Wave II), family planning,

Children age 6-15 | School enrollment, attendance, grade repetition, cost of 9,491 50% panel,
(Respondent: schooling, scholarships, child labor 50%
mother of the child) non-panel
Children age < 3 Growth monitoring (posyandu), immunization records, 4,746
(Respondent: inspection of the Generasi coupons (Wave II), motor
mother of the child) | development (Wave III), breastfeeding and nutritional

intake, weight measurement, height measurement (Waves

I & III)
Home-based tests Test of math and reading skills administered at 4,793
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Panel/Non-

Module Contents Sar\l;g)le SIIZC Panel
Wave D) | Waves 11/111)
Village Demography of the village, hamlet information, access 2,313 100% panel
characteristics to health services and schools, economic shocks, access to
(Respondent: media, community participation, daily laborer wage rate,
Village Head) development projects in the village (Waves 11 & III)
Community health |Head of facility background, coverage area, budget, 300 100% panel
center staff roster, time allocation of head doctor and midwife
(Puskesmas) coordinator, service hours, services provided, fee schedule,
number of patients per service during the previous month,
medical and vaccine stock, data on posyandu, participation
in Generasi (Waves II & III), direct observation regarding
cleanliness
Village midwives Personal background, location of duty and condition of 1,157 75% panel,
facility, time allocation, income, services provided, fee 25%
schedule (public and private), experiences during past three non-panel
deliveries, number of patients seen per service during the
previous month, equipment and tools, medical supplies and
stock, posyandu management, participation in Generasi
(Waves IT & III), structure of subsidies received
Principal background, principal time allocation, teacher N/A 50% panel
Primary school roster, school facilities, teaching hours, enrollment records, 50% non-
(Waves II & III) attendance records, official test scores, scholarships, panel
fees, budget, participation in Generasi (Wave II), direct
observation of classrooms, including random check on
classroom attendance
Junior secondary Same questionnaire for primary school 847 66% panel,
school 33% non-
panel
Posyandu cadre Respondent characteristics, posyandu characteristics, service N/A 50% panel
(Waves 11 & III) providers, cadre roster, tools and equipment, participation 50% non-
in Generasi (Wave II) panel

Source: Terms of Reference for Baseline survey 2007 and Terms of Reference for Wave II survey 2008.

Some 35,500 household members, village heads, and school and health facility staff were respondents for
this interim round (Wave II) survey.
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2.1 Regression Specifications

Since the Generasi program was designed as a randomized experiment, the evaluation is econometrically
straightforward: essentially, we compare outcomes in those subdistricts randomized to be treatments with
those subdistricts randomized to be control areas, controlling for the level of the outcome at baseline.

In practice, since not all subdistricts randomized to receive Generasi funds actually received the program
in year 1, comparing those subdistricts randomized to be treatments with those randomized to be controls
would yield an intent-to-treat estimator, and while this estimator would be consistent, the estimated
effects would be lower than the true treatment effect of the program. Fortunately, as described below,
we know precisely how subdistricts were prioritized to receive Generasi grants in year 1. Since all
prioritization was done based on information available before the randomization took place, we can
incorporate that information into the evaluation design in order to improve the power of our estimates.
(Note that we will also report the pure intent-to-treat results as a robustness check in Section 3.1.2 below;
as one would expect, the intent-to-treat results are qualitatively similar to the main results, but the point
estimates are smaller and the estimation is noisier). Note that all of the analysis outlined below (regression
specifications, outcome variables, and aggregate effects) follows an analysis plan that was finalized on April
8, 2009, before we examined any of the Wave II data. The only variables we examine that were not in the
original analysis plan are some additional variables related to exploring the negative education result: these
variables are separately marked in the table as “Additional Education Indicators.”

In particular, the rule the government used for year 1 of the program is as follows. First, the government
first dropped all subdistricts that had previously received the Urban Poverty Project (UPP), were scheduled
to receive the Support for Poor and Disadvantaged Areas Project (SPADA), or were on a “problem
subdistrict” list defined by the project implementation agency of the Kecamatan Development Project
(KDP). Since these lists were available prior to the randomization, they are exogenous with respect to
the randomization, and so we drop the 36 subdistricts on these ex-ante lists, leaving 264 subdistricts
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remaining.!’ Second, the government divided subdistricts based on their previous experience with the
KDP program, with those that had previous KDP experience in the P (priority) group and those without
it in the NP (non-priority) group. The government first funded all 105 subdistricts in the P group that
had been randomly selected to receive Generasi grants in the original lottery, and then held an additional
computerized lottery (stratified by province) to select an additional 21 subdistricts in the NP group from
among the subdistricts in the NP group that had been originally randomized to receive Generasi. Whether
a subdistrict received Generasi funding in year 1 is therefore randomly assigned once (a) we drop all
subdistricts in the ex-ante drop list, and (b) we condition on group P interacted with province dummies,
to take into account the different probability of receiving Generasi in P and NP areas and the fact that
the NP lottery was stratified by province. Note that once a subdistrict was assigned to receive Generasi,
whether it received treatment A or treatment B always followed the original randomization results.

In running the regressions, we take advantage of the baseline data by controlling for the average level
of the outcome variable in the subdistrict in the baseline survey. Since we also have individual-specific
panel data for half our sample, we include the pre-period value for those who have it, as well as a dummy
variable that corresponds to having non-missing pre-period values. Since households came from one
of three different samples (those with a child under age 2, those with a child age 2-15 but not in the
first group, and all others), we include dummies for those three sample types, interacted with whether a
household came from a panel or non-panel village. Finally, since many of the indicators for children vary
naturally as the child ages, for all child-level variables we include age dummies.

To examine the overall impact of Generasi treatment, for each indicator of interest, we estimate the
following regression on the 264 subdistricts that remain after we drop the ex-ante drop subdistrict list:

ypdsil :(Xd + BlGENERASI _Ylpds +Y1ypd5i0 +Y21{ypdsi0¢missing} +’Y3E+ SAIv”:)I-Epdsi +0Lp x Ps +e pdsi

where p is a person, 4 is a district, s is a subdistrict, ypdsilis the outcome in Wave 11, é.d is a district fixed

effect, ypdsiois the baseline value for individual 7 (assuming that this is a panel household, and 0 if it

is not a panel household), 1go.missing}is @ dummy for being a panel household, Yq g is the average
baseline value for the subdistricc, SAMPLE are dummies for how the household was sampled interacted

with being a panel or cross-section houschold, and &, x P, are province-specific dummies for being in
the previous-KDP sample. Standard errors are clustered at the subdistrict level.

To examine the additional impact of the incentives (treatment A compared to treatment B), we estimate
the same regression, but with an additional variable that captures the additional effect of incentives:

11 The ex-ante list is not a perfect predictor of who would be dropped, as 2 subdistricts on the ex-ante list to be dropped actu-
ally received Generasi. However, we drop all subdistricts on the ex-ante list to be dropped so that we can drop the identical
subdistricts in the control group as well.
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Y pos1 = 8 +&,GENERASI _Y1_INCENTIVES ,,, + &GENERASI _YL 4, +&Y 50 + & Lppasiommissing}

+8Y 40 + SAMPLE | +&, xP +8 2)

Using the estimates from this regression we can also calculate the total impact of the treatment A program
by adding the coefficients on GENERASI_Y1_INCENTIVES and GENERASI_Y1. We also examine a
wide variety of additional specifications as robustness tests; these specifications are discussed in more
detail in Section 3.1.2.

Since we have a large number of indicators, in order to calculate joint significance we will calculate average
standardized effects for each family of indicators, following Kling, Liebman, and Katz (2007). Specifically,
for each indicator 7, define 2i to be the variance of . We then estimate (1) for each indicator, but run the
regressions jointly, clustering the standard errors by subdistrict to allow for arbitrary correlation among
the errors within subdistricts both between and across indicators. We then define the average standardized
effect as

3 T6

As described above, note also that all variable definitions, regressions, and families of indicators reported
in this document were specified by the authors before examining any of the Wave II (post-program) data.
The only variables we examine not in the original analysis plan are some additional variables related to
exploring the negative education result: these variables are separately marked in the table as “Additional
Education Indicators.” This hypothesis document was registered with the Abdul Latif Jameel Poverty
Action Lab at MIT and is available on request.

2.2 Balance Tests

This section examines the balance of key child health and education indicators using data from the
interviews of mothers in the baseline household surveys and the same estimation procedure shown in
equation (1). We examine all of the twelve major indicators that are the focus of the program (these
indicators are discussed in more detail in Section 3.1 below). The results are shown in Table 4. Column
(1) shows the mean of each variable in the control group. Column (2) shows the “Generasi Effect”, i.e.,
the difference between Generasi project areas and controls from estimating equation (1). Since this is a
balance check, one would expect no significant differences between treatment and controls. Column (3)
and column (4) show the coefficients from estimating equation (2), with column (4) showing the effect
of Generasi in Treatment B (non-incentivized) areas and column (3) showing the additional effect of the
incentives (i.e., the difference between Treatment A and Treatment B). Column (5) shows the total effect
of Generasi in the incentivized areas, and is the sum of columns (3) and (4). Column (6) shows the total
number of observations.
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Looking across columns (2) through (5), we find that of the forty-eight coefficients estimated, five are
statistically significant at the 10 percent level or higher, which is precisely what would be predicted by
random chance. Similarly, three of forty-eight coefficients are statistically significant at the 5 percent level
or higher, which is also what one would predict based on random chance. These results confirm that the
randomization was indeed carried out properly and that the treatment and control groups are balanced.

The final rows of Table 4 consider the average standardized effects, computed via equation (3). We report
average standardized effects for all twelve of the main indicators, and then separately report average
standardized effects for the eight health indicators and four education indicators. One of the sixteen
coefficients is statistically significant at the 10 percent level, once again consistent with what would expect
based on random chance. This confirms that the sample is indeed balanced. Table 5 reports the same
baseline regressions for the long-term health indicators, neonatal mortality, infant mortality, acute disease,
malnourishment, and severe malnourishment. Two of the twenty coefficients are statistically significant
at the 10 percent level, once again consistent with a balanced sample and random chance. None of the
average standardized effects show any differences. Thus, along a wide variety of measures, the sample
appears balanced at baseline.
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3.1 Impact on the Twelve Main Health and

Education Indicators

This section presents the impact on the twelve main indicators after one year of full Generasi project
implementation. The twelve health and education indicators reflect the target indicators treatment villages
were required to work to improve as a condition for their participation in the project. Section 3.1.1
discusses the main results, Section 3.1.2 discusses the robustness to alternative evaluation methodologies,
and 3.1.3 discusses how the results vary in each of the three main Generasi project regions: Java, NTT,
and North Sulawesi/Gorontalo.

3.1.1 Overall effects

Table 6 presents the main results after one year of Generasi implementation, using the main specification
discussed in Section 2.1. Each row reports the results for a different variable. As with the baseline tables,
column (1) of Table 6 (and all subsequent tables) shows the mean level of the variable in the baseline
survey, and column (2) shows the mean level of the variable in the control group in the Wave II survey.
Column (3) reports the coefficient on the GENERASI variable from estimating equation (1), and is
interpretable as the average impact of the Generasi on the variable.”” Columns (4), (5), and (6) report
the results from estimating equation (2), where column (4) is the coefficient on GENERASI_A (the
additional effect of incentives relative to the non-incentivized treatment of Generasi), column (5) is the
coefficient on GENERASI (the effect of the non-incentivized treatment of Generasi), and column (6)
is the total effect of incentivized Generasi, computed by adding GENERASI_A to GENERASI. The

12 As described above, all regressions include district fixed effects, Group P interacted with province fixed effects, dummy
variables for how the household was sampled, and (for child indicators) age dummies. The main regressions also include the
average baseline value of the variable in the subdistrict and, for panel respondents, that individual’s baseline value.
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number of observations is in the final column. Average standardized effects, computed using equation (3),
are shown at the bottom of the table.

Health

Looking first at the overall program effects in column (3), the results in Table 6 show generally positive
effects on health variables and negative effects on education variables. Assessing the impact on health
indicators one-by-one, participation in monthly growth monitoring for children under 3 was the only main
health indicator to show statistically significant positive impact overall, indicating increased participation
of an average child under 3 in the monthly growth monitoring by 0.1 sessions in the previous three
months. Looking across all eight health indicators, Generasi resulted in a statistically significant average
improvement of 0.03 standard deviations. The estimates of impact using baseline controls for all twelve
primary indicators and the estimates using first differences (both shown in Table 7) both show stronger
program impacts than those estimated using the baseline as a control variable (as shown in Table 6); these
estimates will be discussed in more detail in the robustness section (3.1.2) below.

Education

Turning to the education indicators, Generasi resulted in no change in primary school enrollment or
attendance, but appears to have resulted in reductions in junior secondary school age enrollment and
attendance rates. Specifically, junior secondary school participation, which we define as the percentage
of children age 13-15 enrolled in any school (either primary or junior secondary), was 3 percentage
points lower (significant at 10 percent level), and junior secondary age gross attendance, defined as the
percentage of school days in the past two weeks children age 13—15 attended in a7y school (either primary
or junior secondary), was 5 percentage points lower (significant at 5 percent level). (Note that this latter
variable counts unenrolled children as having zero attendance.) Due to these negative impacts seen in
junior secondary education indicators, the average impact on the four main education indicators (primary
and junior secondary school gross participation and attendance) was a statistically significant negative
0.07 standard deviations.

In our ex-ante specification of variables, we used gross attendance and school participation as the main
education variables of interest, since they are defined based on age ranges and are thus the least sensitive to
potentially endogenous changes in schooling practices, such as holding children back for additional years
of primary school. However, to further clarify the results we also examined two other variables for middle
school students. First, since gross attendance counts those children not enrolled in school as having zero
attendance, we also compute “junior secondary school age conditional attendance,” which is identical to
gross attendance for children age 13—15 but is limited to those children actually enrolled in school. Junior
secondary school conditional attendance was also 1 percentage point lower in Generasi areas relative
to control (significant at 5 percent level). Second, since gross participation rates include older children
participating in primary school as well as junior secondary school, we also examined junior secondary
school net enrollment, which is the share of children age 13—15 enrolled in a junior secondary school. We
find no statistically significant changes in junior secondary school net enrollment due to Generasi. This
implies that the reductions in junior secondary school gross participation rates were due to declines in the
share of children age 13—15 participating in primary school.
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Since Generasi’s junior secondary school enrollment indicator was age specific, targeted to improve “junior
secondary school enrollment of children 13-to-15 years old,” a possible hypothesis is that communities
prioritized their support for children 13-to-15 years old who had already graduated from primary school—
and thus could potentially enroll in junior secondary school—and did not support 13-to-15-year-olds
who were still in primary school.

In interpreting these results, it is important to note that there were dramatic improvements overall in
Indonesia in junior secondary age school enrollment and attendance between the baseline (column 1)
and the interim evaluation (column 2) surveys, even in control areas. In particular, in control areas junior
secondary gross enrollment increased from 82 percent at baseline to 91 percent in the interim survey just
18 months later. School participation rates for 13-to-15-year-olds actually increased in Generasi areas,
from 82 percent at baseline to 87 percent in the interim survey; it just increased at a slower rate than in
the control areas. Thus communities might have diverted resources away from junior secondary because
they saw success in improving enrollment rates—they just did not know that increases in enrollments
were going up everywhere in the country."”” Nevertheless, the fact that Generasi dampened the increases
in enrollment happening elsewhere in the country remains a surprise. The study team is working to
understand why this may have occurred. See Section 6 discussion for several hypotheses.

Impact of incentives

The second set of results in Table 6 (columns 4-6) examines the impact separately for the two versions
of Generasi: treatment A (with incentives) and treatment B (without incentives). The results show
substantially higher levels of achievement on health indicators in incentivized locations: pregnant women
had 0.56 more prenatal visits (significant at 5 percent level), and children had 0.1 more weight checks
(significant at 10 percent level) in incentivized relative to non-incentivized areas. The average standardized
health effects (averaged across all eight indicators) were a statistically significant 0.06 standard deviations
higher in treatment A than treatment B locations (significant at 1 percent level).

Looking at the total effects in treatment A (column 6), the point estimates for health indicators are
positive in seven of the eight indicators (all except Vitamin A capsules) with children in treatment A areas
statistically significantly participating in 0.17 more growth monitoring sessions in the previous three
months. The average standardized effect for all eight health indicators in treatment A was 0.07 standard
deviations, statistically significant at the 1 percent level. By contrast, the average standardized effect for all
eight health indicators was 0.02 (and not significant) in treatment B. Although the education indicators
were not significantly different between the two treatments, the negative and statistically significant
effects for junior secondary schools appear more pronounced in treatment B, with only one indicator
(junior secondary school gross participation rates) showing negative impact in treatment A. All told, the
evidence strongly suggests that the incentivized treatment of the program performed better than the non-
incentivized treatment.

13 To assess whether local governments provided additional resources to schools in control areas to compensate for Generasi,
junior secondary school budgets were compared but no differences were found (data not shown).
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3.1.2 Robustness Tests

Table 7 presents the robustness of the main results for a wide variety of alternative empirical specifications.
Opverall, the results appear generally quite robust across the various alternative specifications, with some
alternative specifications showing greater statistical significance on some indicators (particularly delivery
by trained midwives and iron tablet) than the baseline specification.

To simplify comparisons across specifications, we report the results for the main twelve indicators shown
in Table 6, and examine the overall impact of Generasi (i.e., the equivalent of column (3) in Table 6). For
comparison, Column (1) in Table 7 presents the baseline means, column (2) presents the control means,
and column (3) in Table 7 presents the main specification reported in column (3) in Table 6 above.

In Table 7, Columns (4) to (6) explore the robustness of the alternative ways of controlling for the results
from the baseline survey. Column (4) begins by including in each regression the controls not only for the
subdistrict average level of the indicator in that regression, but also the subdistrict average level for each
of the twelve indicators. This approach controls more flexibly for differences between subdistricts, but
also uses more degrees of freedom. The results with this approach are qualitatively similar to the baseline
specification, although one health indicator—delivery by trained midwives (4.83 percentage point
increase)—now shows statistically significant increases. In this specification, the average standardized
effect for health indicates an average improvement of 0.04 standard deviations (significant at the 5 percent
level).

Columns (5) and (6) examine what happens when we include fewer controls. Column (5) includes only
the subdistrict average level of the indicator in the baseline, and so excludes the individual level panel
data. The results from doing so look virtually identical to the main specification, which suggests that
the individual level controls are not appreciably changing the results. Column (6) includes no controls
whatsoever in the regression—no baseline controls, and no controls for age and how the household was
sampled. Once again the results look generally similar to the main specification, although some of the
point estimates attenuate and the average standardized effect for health is no longer statistically significant.
Combined, these results suggest that the baseline results are not substantially driving the results, though
controlling more flexibly for all twelve baseline indicators seems to strengthen the results.

Column (7) examines an alternative empirical approach: first differences. Specifically, we estimate the
following regression:

ypsdl - ypsdo = éd + aleENERASI _Ylpds + 521{ypdsi0¢missing} + SAN”:)LEpdsi + ép x Ps + épdsi

where y  is the subdistrict average baseline level or, if the individual has a person-specific baseline value
from the panel, the person-specific value. As noted by Deaton (2009), in small samples controlling for
baseline values can introduce bias, whereas a first-difference approach (which is equivalent to imposing
a coefficient of 1 on the baseline values) does not have this problem. On the other hand, if the true
coefficient on the baseline values is substantially less than 1 (as it often is), first differences can actually
increase standard errors by introducing more noise into the dependent variable. The results in column
(7) show that the results using first differences are somewhat stronger than the main specification, with
Generasi showing statistically significant increases in deliveries by midwives (5.7 percentage points),
immunization (4.9 percentage points), and weight checks (0.17 visits), and an average improvement
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in health indicators of 0.061 standard deviations, which is statistically significant at the 1 percent level.
The negative effects on education indicators (-5.9 percentage points for age 13—15 gross enrollment and
-6.8 percentage points for age 13—15 gross attendance) are still present and statistically significant, but in
this specification there is also a positive and statistically significant 4.1 percentage point increase in age
7—12 gross attendance. On balance, this specification shows stronger impacts of Generasi than the main
specification.

All of the regressions so far used data at the individual level. Since the treatment is at the subdistrict level
(i.e., all individuals in the same subdistrict are either treated or controls), one can repeat the analysis by
first aggregating to the subdistrict level, and then running regressions with only 263 observations—one
per subdistrict—estimating the following regression

Va1 =8, + &,GENERASI _Y1, +y, ,+4&, xP, +&

where Yg, denotes the subdistrict-level average value of y.

The results from estimating this regression at the subdistrict level are shown in column (8). The results are
virtually identical to the main specification, except that the increase in deliveries assisted by trained midwives
(4.8 percentage points) is now statistically significant (at the 5 percent level) in this specification.

Finally, as discussed in Section 1.3, all of the analysis so far is (a) restricted to the 264 subdistricts that
were not eliminated because they were on the ex-ante lists (scheduled to receive other PNPM grants)
and (b) treats subdistricts scheduled to receive Generasi in year 2 of the program as part of the control
group. An alternate specification is simply to revert to the full set of 300 subdistricts originally used in the
randomization (that is, not dropping any subdistricts), and compare all 200 subdistricts randomly chosen
to receive Generasi against the 100 subdistricts randomly chosen to be part of the control group. This is
the intent-to-treat estimate, and it will be substantially lower than the estimates above since only 129 of
the 200 subdistricts identified as treatment actually received Generasi in year 1 of the program, but it is
conservative in that it is based solely on the randomization we carried out by computer. The estimates
using the full 300 subdistricts are in column (9). They show qualitatively similar patterns to the main
specification, with statistically significant increases in iron tablets (0.10 sachets containing 30 tablets in a
sachet) and weight checks (0.075 weight checks), and negative and statistically significant impacts on age
13-15 gross enrollment and 13—15 gross attendance. The only main change is that the point estimate on
deliveries by trained midwives is actually negative, but it is not statistically significant.

On balance, the results presented in Table 7 show substantial robustness: the qualitative patterns in the
results are quite similar across specifications; if anything, alternative specifications tend to show larger and
more statistically significant results than our main, preferred specification.
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3.1.3 Regional Differences

Using a regional breakdown of the findings on the impact of the twelve main indicators, we find dramatic
differences among the regions. Based on the twelve key indicators, Generasi had the largest impact in
North Sulawesi/Gorontalo, small positive impacts in Java, and essentially no impact in NTT.

Java

Table 8 begins by repeating the analysis shown in Table 6, but restricted to Java. The overall results in Java
show a statistically significant improvement in safe deliveries by trained midwives, which improved 5.0
percentage points (significant at the 5 percent level) above and beyond the control group mean of 84.3
percent. This is despite the fact that safe deliveries generally increased during this period in Java, with the
mean at baseline (Wave I, column 1) and mean of the control group in Wave II (column 2) increasing
by about 7 percentage points. No other health indicators show statistically significant effects, though
point estimates are positive for prenatal visits, iron tablets, growth monitoring, and Vitamin A. The point
estimates suggest an average improvement in health of 0.04 standard deviations, statistically significant
at the 10 percent level. On education, none of the four main education indicators show any statistically
significant change in Java. The only statistically significant change (at the 10 percent level) is attendance at
school for 13—15 year olds enrolled in school (“conditional attendance”), which declined by 1 percentage
point. Average education effects show no statistically significant impacts.

In interpreting the small effects on Java, it is important to note that twelve indicators have generally
improved during the period between Wave I (column 1) and Wave II (column 2)—except for antenatal
and prenatal care visits—with control means (column 2) considerably higher in Java than in the other two
regions for virtually all main indicators. The single exception is Vitamin A, which was slightly higher in
Sulawesi than in Java; otherwise, control areas in Java were higher than Sulawesi in all eleven other main
indicators and higher than NTT in all twelve indicators. The high baseline levels in Java may have meant
that it was harder to obtain improvements.

The differences between the incentivized (treatment A) and non-incentivized (treatment B) versions were
less pronounced in Java than in the national sample. Increased probability of safe delivery was only
observed in treatment B areas (by 8.2 percentage points at 1 percent significance level, column 5) and
an increase in children’s participation in growth monitoring was observed only in treatment A areas
(increased participation by 0.12 sessions in previous 3 months, significant at 10 percent level, column
6). The average impact on health indicators of 0.05 standard deviations (significant at 10 percent level)
was observed only in treatment A areas but not in treatment B areas, although the difference in average
standardized effects between treatment A and treatment B was not statistically significant.

NTT

Table 9 shows the results for NTT. In general, in NTT the point estimates of four of the eight health
indicators suggest negative impact, with two of the eight indicators (prenatal visits and Vitamin A) negative
and statistically significant and none of the indicators positive and statistically significant. In education,
the point estimates point to positive primary school enrollment and attendance effects and negative
effects on junior secondary school. The estimates show a positive and statistically significant improvement
in primary school age attendance of 2 percentage points and a statistically significant reduction of 6.2
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percentage points for junior secondary age attendance. The average effects for both education and health
are negative but not statistically significant.

Although Generasi had no effect overall, the estimates suggest that the average effect was actually negative in
treatment B (non-incentivized areas), while it was positive in treatment A areas. In particular, in treatment
A areas pregnant women had 0.68 more prenatal visits (significant at the 10 percent level), 0.63 more
postnatal visits (significant at the 5 percent level), and 0.25 more sachets of iron tablets (significant at
the 5 percent level). Most impressively, treatment A reduced malnutrition by a statistically significant 0.6
percentage points (from 35 percent in the control areas). In treatment B, the average standardized effect
for health was 0.077 standard deviations (statistically significant at the 10 percent level); in treatment A,
the average standardized effect for health was 0.024 standard deviations (not statistically significant). The
average effects for education were not statistically significant in either treatment.

One potential explanation for the difference in Generasi performance between NTT and elsewhere is that
villagers may have focused more intensively on nutritional supplements. During the period between the
baseline and Wave II surveys, there was a surge in the malnutrition rate of children under 3 in NTT from
the baseline of 24.7 percent in 2007 to 35.3 percent in control areas in Wave II in 2008, while in the other
two regions malnutrition rates were relatively stable. Given this large increase in malnutrition in NTT
and considerable media attention on malnutrition in NTT during the period of evaluation,'," it is not
surprising that communities focused more on nutritional intervention in NTT. The Generasi impact—in
particular in treatment A areas—shows a strong preventive effect of malnutrition; nevertheless, even with
the large treatment effect in treatment A areas, it could not completely negate the surge in malnutrition

during this period. We will explore this issue in discussing fund allocation decisions below.

Sulawesi

Table 10 shows the results for the provinces of North Sulawesi and Gorontalo, and we find that Generasi
had the largest effects in these two provinces. All but two health indicators indicated positive impacts,
although all education indicators did worse in Generasi areas than control areas. Most impressively,
Generasi increased the probability of delivery by trained midwives by 11.7 percentage points (significant
at the 5 percent level). The average impact on health indicators for the Generasi project was 0.08 standard
deviations (significant at the 10 percent level).

As for the impact on children’s schooling, all main schooling indicators were negative. One indicator—
13-to-15-year-old gross attendance—fell by a statistically significant 9.5 percentage points (significant
at the 10 percent level). Another statistically significant change was a 2.8 percentage point reduction in
junior secondary school attendance conditional being enrolled (significant at the 10 percent level). The
average impact on education indicators in the North Sulawesi was a negative 0.15 standard deviations
(significant at the 5 percent level).

14 “Five People die of malnutrition in NTT”, March 8, 2008, Jakarta Post (http://www.thejakartapost.com/news/2008/03/07/
five-people-die-malnutrition-nte-html?1)

15 “23 Anak Meninggal di NTT (23 children die in NTT)”, June 17, 2008, KOMPAS (http://koran.kompas.com/read/
xml/2008/06/17/0144580/23.anak.meninggal.di.ntt)
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The positive average impact on health indicators in Sulawesi was predominantly found in improvements
of health indicators in treatment A areas (column 6): a 15.8 percentage point increase in the probability
of safe delivery (significant at the 1 percent level); an 11.5 percentage point increase in childhood
immunization completion (significant at the 10 percent level); and an increased children’s participation
in the monthly growth monitoring sessions by 0.37 sessions in the previous three months (significant at
the 10 percent level). In treatment B areas (column 5), the only indicator that improved was safe delivery,
which increased by 8.5 percentage points (significant at the 10 percent level). In education, treatment B
areas fared worse than controls in junior secondary school gross enrollment by 13.6 percentage points
and junior secondary school gross attendance by 17.0 percentage points (both significant at the 1 percent
level); and junior secondary school attendance among those who were enrolled in one by 4.3 percentage
points (significant at the 5 percent level). These statistically significant negative impacts in indicators
related to junior secondary schooling were not observed in treatment A areas (column 6). In net terms,
treatment A increased the health indicators by 0.17 standard deviations (significant at the 1 percent level).
Moreover, treatment A in Sulawesi was the only area to achieve a statistically significant average increase
across all twelve main indicators (0.13 standard deviations, significant at the 5 percent level.)

3.2 Impact on Long-Term Final Outcomes

In this interim survey we only studied long-term health outcomes, but not for education.'® The health
outcomes studied were neonatal (deaths within 28 days) and infant mortality (deaths within the first year),
morbidity of childhood diseases (acute respiratory infection (ARI) and diarrhea) among children under 3
in the previous one month, and malnutrition (defined by < -2 SD weight-for-age) and severe malnutrition
(<-3 SD weight-for-age) also among children under 3. We present the results from all provinces first and
then by region. The two-year analysis will also include test scores to measure impacts on education as well
as other measures of malnutrition such as height-for-age and weight-for-height.

3.2.1 All Provinces

Table 11 shows the Generasi’s interim impact on final health outcomes. We observe positive impacts in all
of the long-term final health outcomes studied in Wave II, with significantly lower mortality. Compared
to the control areas, Generasi areas had 5.2 fewer neonatal deaths (deaths within 28 days of birth) per
1,000 live births during the 18 months prior to the survey (significant at the 10 percent level) and
7.6 fewer infant deaths per 1,000 live births (deaths within one year of birth) during the previous 24
months (significant at the 5 percent level). These effects are very large: they imply that Generasi reduced
neonatal mortality by 47 percent from the level in the control group, and reduced infant mortality by
28 percent from the level in the control group.'” Although such effects are large, other community-based

16 The reason we chose not to include long-term education outcomes is that the best way to measure long-term education
outcomes is test scores. Since these indicators are costly to collect, and we did not expect an impact on test scores in the short
run, we elected to collect test score data only at baseline and at the follow-up wave.

17 Given the small sample size in this province (only 531 infants), it is useful to examine the raw numbers: of 531 infants in
the 0-24 month sample in this province, 10 out of 300 (3.33 percent) died in control areas, whereas only 3 out of 231 (1.3
percent) died in Generasi treatment areas. The raw data with no fixed effects or other corrections thus suggests a reduction
of 20 deaths per thousand. Once one splits the data into Group P and Group NP, the differences are 5.59 percent vs. 1.56
percent (group P, fisher’s exact p-value of 0.060) and 1.27 percent vs. 0 percent (group NP, fisher’s exact p-value N/A).
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interventions have also reduced infant mortality by similar orders of magnitude (Bjorkman and Svensson
2009).

In interpreting the infant mortality results, it is important to note that, although the baseline was balanced
in general (see Section 2.2), the one variable where there may have been some pre-period differences
(by pure random chance) is infant mortality, though not neonatal mortality. In particular, the baseline
regressions to test the balance resulting from randomization suggest (Table 5 discussed above) that the
Generasi treatment areas had lower infant mortality of 8.8 deaths per 1,000 live births at the baseline of
the project implementation (significant at the 10 percent level). Neonatal mortality, on the other hand,
did not have statistically significant imbalance detected between project implementation and control
areas. Moreover, we found reductions in neonatal and infant mortality even in provinces where there were
no differences at baseline (see Table 59 and Table 60). Of course, these regressions control for the baseline
infant mortality rate in each subdistrict, and the regression results controlling for these baseline levels
statistically significantly indicate that Generasi considerably reduced neonatal and infant mortality in
18 months. Nevertheless, the differences in baseline value for infant mortality suggest that some caution
should be used in interpreting these results.

Point estimates for morbidity of childhood diseases and malnutrition both suggest reductions from the
Generasi project, although the estimates are not statistically significant. The average impact on final health
outcomes indicates an improvement in health outcomes of 0.03 standard deviations (significant at the 5
percent level). Without neonatal and infant mortality, however, the average impact on childhood diseases
and malnutrition suggest an improvement of 0.02 standard deviations, but is not statistically significant.
Comparing treatment A and treatment B, we found no difference between the two treatments on mortality,
but we do find that treatment A with community incentives did better on morbidity and malnourishment.
In particular, the average standardized effects—excluding the mortality indicators—were 0.05 standard
deviations better in treatment A (significant at the 5 percent level).

Examining the mortality indicators, the reductions in infant mortality were virtually identical in both
treatment A and treatment B locations (a statistically significant reduction of 8.0 deaths per thousand in
treatment B and a statistically significant reduction of 7.2 deaths per thousand in treatment A). There
was also a neonatal mortality reduction of 5.6 deaths per 1,000 live births in treatment A. A similar
point estimate of 5.0 deaths per 1,000 live births was observed in treatment B, but it was not statistically
significant. Comparing these estimates to the baseline (Table 60), while the baseline showed a statistically
significant reduction in infant mortality in treatment A, it showed no such impact in treatment B.
Combined, the fact that we are controlling for the baseline mortality rates and the mortality reduction
appears in treatment B—where there was no difference at baseline—as well as treatment A suggests that
these are real infant mortality reductions rather than mere artifacts of the data. It is also worth noting that
none of the average standardized effects show statistically significant differences at baseline, whereas the
differences in the post-period are statistically significant.

3.2.2 Regional Breakdown

When Generasi’s impact on long-term final health outcomes is broken down into regions, Java has the
smallest impacts (Table 12), with somewhat larger impacts detected in NTT (Table 13), and very large
impacts in North Sulawesi/Gorontalo (Table 14). The fact that the largest impacts are found in Sulawesi
is consistent with the fact that the impact on the twelve main indicators was also largest in Sulawesi, as
discussed above.
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In Java, no statistically significant positive impacts were found on long-term health outcome indicators
(Table 12). The only statistically significant effect is a reduction in infant mortality in Java in treatment
A, which fell by 5.8 deaths per 1,000 births, or a 45 percent reduction from the level observed in the
control group. No impact was detected in treatment B, and none of the other indicators in Java showed
statistically significant changes. The average standardized effects in Java were not statistically significant.
In NTT, all but one health outcome indicator suggests positive impacts of Generasi implementation,
with a significant reduction in neonatal mortality of 14.3 deaths per 1,000 live births, a reduction of 65
percent from the mean level in the control group (significant at the 5 percent level, Table 13, column 3).
The one health outcome indicator not suggesting positive impact was morbidity of childhood illnesses of
diarrhea or ARI. Both treatment A and treatment B reduced neonatal mortality at statistically significant
levels, with similar sized reductions in both treatments (a reduction of 14.6 deaths per 1,000 live births
in treatment B areas, as shown in Table 13, column 5) and 14.1 deaths per 1,000 live births in treatment
A areas (column 6). Generasi also led to increases in breastfeeding in NT'T, which may be related to the
improvements in neonatal mortality rates. There was some indication that a reduction in infant mortality
was also observed in treatment B areas only, with 14.5 fewer deaths per 1,000 live births (significant at
the 10 percent level). The average standardized effects are statistically significant (at the 10 percent level)
in treatment A (0.06 standard deviations), but not in treatment B (0.02 standard deviations).

NTT also saw substantial reductions in malnourishment in treatment A areas. This occurred during
a period characterized by a large surge in malnutrition, from 24.7 percent at baseline in 2007 to 35.3
percent in the control areas in 2008, as discussed above in Section 3.1.3. Generasi treatment A prevented
malnutrition of children under 3 (defined as more than 2 standard deviations below the weight-for-age
mean) by a statistically significant 6.2 percentage points from a control group mean of 35.3 percent, a
prevention of 17.6 percent. As discussed in Section 4.3.2, supplementary feeding at village health posts
increased dramatically in NTT—Dby about 21 percentage points. This may be related to the decline in
malnutrition, although the increase in supplementary feeding occurred in both treatment A and treatment
B locations.

One partial explanation for why malnutrition appears to have declined only in treatment A in NTT is that
in treatment B, infant mortality also declined. Given that malnutrition is a likely cause of infant death in
NTT, it is likely that the marginal children who survived in treatment B in NTT were very malnourished.
Thus, precisely because of the reduction in infant mortality in treatment B, the sample of children in
treatment B includes these additional very small and malnourished children who in treatment A (or
control) would have died and not been in the sample. The reduction in mortality and the survivorship of
these malnourished children in treatment B may be masking the actual greater reduction in malnutrition
in treatment B, and suggests that in fact malnutrition was reduced in both treatment A and B in NTT.
By far the largest impacts in health outcomes were observed in North Sulawesi/Gorontalo. In particular,
in North Sulawesi/Gorontalo, infant mortality declined by 42 births per 1,000 live births. Compared
to control areas in North Sulawesi/Gorontalo, Generasi project areas were also found to have less severe
malnutrition among children under 3 by 3.6 percentage points, a 32.8 percent reduction from the
baseline level (significant at the 10 percent level, column 3). The mortality impacts were found equally in
treatment A and treatment B areas; the observed malnourishment effects were slightly larger in treatment
B than treatment A, but the difference between them was not statistically significant. Overall, the project
improved health indicators in Sulawesi by a statistically significant 0.09 standard deviations (significant
at the 10 percent level).
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3.3 Impact on Non-Targeted Indicators

This section discusses Generasi’s positive and negative spillovers and the program’s effects beyond the
targeted health and education indicators. Since the program supports community mobilization for
increased use of basic health and education services and promotes provider-community collaboration, it is
possible that there would be positive spillovers on non-targeted indicators. On the other hand, if Generasi
diverted effort toward targeted indicators and away from non-targeted indicators, it is theoretically possible
that spillover effects could have been negative. In general, spillovers were very small but positive for health
and negative for education.

For health, the main spillovers we expected were increases in quality of services, a possible decline in
the use of non-targeted health services, and improved parental knowledge and parenting practices. In
education, spillovers were expected in reduced child labor, increased high school enrollment, reduced
school dropout rates, higher primary to junior secondary school transition rates, and an increased number
of school hours attended by those enrolled in school. We examine these impacts in detail in the following
sections.

3.3.1 All Provinces

We did not find changes in the quality of prenatal care services measured by the completeness of services
mothers received during their first antenatal care visit (column 3, Table 15) but the quality of village
integrated health posts seems to have improved measured by the content of services mothers received
during the village health post sessions. Facility-based (versus home) deliveries increased by 4 percentage
points in the incentivized (Group A) areas; however, we did not find changes in the use of non-targeted
health services or changes in health behaviors, such as use of modern family planning devices, use of
curative outpatient care, timing of initiation of breastfeeding, or lengths of exclusive breastfeeding. Nor
did we find changes in the mothers’ knowledge of good parenting practices, measured as a combined
indicator of mothers’ knowledge on breastfeeding practices and management of diarrhea. The fertility rate
also was not affected by the project. During this first year of Generasi, spillovers on health were observed
indicators that were not targeted by the project, but communities invested in them as the means to reach
the target indicators. Many Generasi communities invested their community block grants on improving
village health post equipment, furniture, and incentives for the cadres. Spillovers to other indicators that
require changes in behaviors—such as use of non-targeted health services, or better parenting and feeding
practices—may take longer than 15-18 months, the period of time currently being studied.

As for non-targeted indicators in education, we found increases in hours spent by school-age children
on work for wages and non-waged household work. School-aged children in Generasi treatment areas
worked 12 minutes more for wages and 39 minutes more on household chores (both significant at the
1 percent level). This is consistent with the finding reported earlier that enrollment rates for the 13-15
age range grew more slowly in Generasi areas than in controls. Children enrolled in school actually spent
less time (about half an hour less) in Generasi areas compared to control areas, consistent with the lower
attendance. We did not find impacts in high school enrollment, primary and junior secondary school
dropout rates, or primary school to junior secondary school transition rates.
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Reflecting the positive changes in non-targeted health indicators, the average improvement across all nine
health indicators was estimated to be 0.03 standard deviations (significant at the 5 percent level). Average
change in the nine non-targeted education indicators, on the other hand, was a negative 0.07 standard
deviations (significant at the 5 percent level).

The negative spillover effects were all found to be most strongly present in treatment B areas, where
communities were not given financial incentives (column 5, Table 15). Only one additional non-targeted
indicator was found significant in treatment A: a 4 percentage point increase in institutional deliveries
(i.e., childbirth in a facility, rather than at home) in treatment A areas compared to controls (significant at
the 10 percent level), although the same effect was not found in treatment B areas. On average, a negative
change in non-targeted education (-0.08 standard deviation, significant at the 5 percent level) was found in
Generasi treatment areas, although the negative impact was more pronounced in treatment B areas (-0.09
standard deviation, significant at the 5 percent level) than in treatment A areas (-0.06 standard deviations,
significant at the 10 percent level). In contrast, non-targeted health indicators showed improvement in
treatment A only (a 0.04 standard deviation, significant at the 5 percent level).

3.3.2 Regional Breakdown

Mirroring the findings on the main indicators, spillover effects were strongest in Sulawesi, and only a
few were detected in Java and N'TT. The spillovers on educational indicators were varying, with impacts
observed in different directions. This did not allow us to draw a consistent picture across the regions.

We found improvements in village health post quality in Java (Table 16) and Sulawesi (Table 18) by 6
and 13.3 percent respectively. These are areas where communities invested their efforts as the means to
improve the target indicators. We did not find other effects on quality of services. Changes in parenting
behaviors were mixed: the time period when mothers exclusively breastfed their children increased on
average by about 2.5 days in NTT (only seen in treatment A areas, column 6, Table 17, significant at the
10 percent level), but decreased by 3.8 days in Sulawesi (in both treatment A and B areas, significant at
the 1 percent level). There is also a slight indication that the use of outpatient curative care increased in
NTT, but only in treatment B areas (an increase of 0.05 percentage points, significant at the 10 percent
level). There was also an increase in institutional deliveries in Sulawesi, but only in treatment A areas (by
0.06 percentage points, significant at the 10 percent level). We observed reductions in fertility rates in
treatment A areas in Sulawesi by 0.047 percentage points (significant at the 10 percent level). In general,
although not statistically significant, the point estimates indicate a decline in fertility rates in NTT and
Sulawesi, and no change in Java. This is very encouraging given the potential perverse incentives for
communities to increase the number of pregnancies and deliveries, particularly in treatment A areas.

In both NTT and Sulawesi, school-age children spent on average 90 more minutes on household chores
in the previous one week in both regions compared to children in control areas (significant at the 1
percent level in NTT and 5 percent level in Sulawesi). In addition, in Sulawesi school-age children worked
68 more minutes for waged labor in the past one week (significant at the 5 percent level), which was
predominantly observed in treatment B areas. This contrasts with Java, where school-age children spent
on average 11 minutes less on waged labor (significant at the 5 percent level), although only in treatment
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A areas. In sum, average standard effects in health indicate that improvements were observed in Java
(Table 16), in NTT (Table 17), and in treatment A areas in Sulawesi (Table 18), although only reaching
statistical significance in Java. In contrast, statistically significantly negative impacts in the average non-
targeted education indicators were observed only in treatment A and treatment B areas in NTT and
treatment B areas in Sulawesi.
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Where Were Generasi Effects
Largest?

4.1 Areas

In this section we examine the type of environments in which Generasi is most effective. As an indicator
of project effectiveness in areas with different levels of pre-existing service delivery systems, an interaction
term with baseline levels of service coverage was included in the models. Column 3 of Table 19 shows
the changes of the coefficients found in Column 3 of Table 6 with a one-unit increase in the subdistricts’
average baseline levels. A positive coefficient in column 3 of Table 19 implies larger effect sizes in areas
with higher baseline levels, whereas a negative coefficient implies larger project effect in areas with lower
baseline levels. To help interpret the magnitude of the interactions, column 4 shows the effect of one year
of Generasi implementation on subdistricts at the 10" percentile in terms of baseline performance on the
specific outcome variable at the baseline period.

4.1.1 All Provinces

In general, Column 3 in Table 19 shows negative changes in coefficients with increased average baseline
levels, suggesting that Generasi had a larger impact in those subdistricts with lower baseline performance.
There were two indicators with statistically significant differential impact: complete childhood
immunization and malnutrition. In subdistricts with a lower baseline average coverage of childhood
immunization, we found greater project impact on immunization. Likewise, in subdistricts with a higher
baseline malnutrition rate, we observed greater reduction of malnutrition as a result of Generasi treatment.
The fact that Generasi’s impact on health was greater in areas with lower pre-period coverage is intuitive,
given that these areas had greater room for improvement.

Subdistricts at the lowest 10™ percentile at baseline levels had larger project impact (column 4, Table 19)
than for average subdistricts (column 3, Table 6). Looking at the 10™ percentile at baseline, we observed
statistically significant improvements in three health indicators when compared to controls at the 10*
percentile: (1) pregnant mothers received 0.19 more sachets of iron pills (significant at the 10 percent
level); (2) one-year-olds were 6 percent more likely to have received complete childhood immunization;
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and (3) children under 3 attended 0.17 more growth monitoring sessions in the preceding three months
(both significant at the 5 percent level). There were no statistically significant differences in the average
effects for health or education indicators among the different poverty groups. The average impact on
health was larger among those in subdistricts at the lowest 10* percentile at baseline by 0.07 standard
deviations (significant at the 5 percent level).

Table 20 shows the difference in Generasi impacts by treatment A and treatment B. Columns 4 and 5
in Table 20 suggest that in general larger treatment effects were observed in both in treatment A and
treatment B subdistricts with lower baseline levels. We only found two statistically significant differences
in treatment A areas: (1) greater project impact on immunization coverage in subdistricts with lower
baseline immunization coverage, and (2) larger reduction in malnutrition in subdistricts with higher
baseline levels of malnutrition. Reflecting insignificant differences between treatment A and treatment B,
no difference was observed in the average effects of health and education indicators by the baseline wealth
levels in treatment A or treatment B areas.

4.1.2 Regional Breakdown

There are important regional differences in the impact when considering the baseline level of outcomes.
Larger impacts were observed in subdistricts in Java with lower baseline outcome levels, while project
impacts do not seem to be affected by baseline levels of outcome in NTT and Sulawesi. This likely reflects
the fact that baseline levels of service provision were low enough in NTT and Sulawesi for the program
to have an effect throughout the province, whereas in Java, there were some subdistricts where service
provision was high enough that the program was unlikely to have an additional impact.

In Java, four of the eight main health indicators showed a statistically significant difference in the levels
of Generasi impact according to the subdistrict’s level of outcome indicator at baseline (Table 21). Project
impacts were larger in subdistricts with lower baseline levels of safe delivery by trained professionals
(significant at the 10 percent level), receipt of iron tablets, and childhood immunization coverage (both
significant at the 5 percent level) than those presented in Column 3 of Table 8. Subdistricts with higher
malnutrition rates at baseline levels in Java were found to have larger Generasi impact than the average.
All the education indicators suggest that project impacts were smaller in subdistricts with higher outcome
level at baseline, although none of them were statistically significant. The results show that, for the 10®
percentile subdistrict in Java, the Generasi program increased all eight health indicators by a statistically
significant 0.14 standard deviations and increased all twelve program indicators by a statistically significant
0.09 standard deviations.

We found that the differential impact on health indicators was more prominent in treatment B areas
(Table 22), with only one (immunization) of the four indicators™ differential impacts found in treatment
A areas. On average, however, there was no significant difference between treatment A and treatment B in
Java in terms of standardized effects on health or on education by baseline service coverage level.

In NTT (Table 23) and Sulawesi (Table 25), Generasi impacts seem not to be affected by the levels
of outcome indicators at baseline. Although small differences are observed between treatment A and
treatment B areas in NTT (Table 24) and Sulawesi (Table 26), they cancel out. Perhaps the only noteworthy
differentials between treatment A and B in Sulawesi is the positive differential (larger impact in subdistricts
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with higher baseline level) in treatment B areas and negative differential (smaller impact in subdistricts
with higher baseline level) in primary school enrollment and attendance. Although these differences in
impact between treatment A and treatment B are highly statistically significant, they too cancel out for
Generasi impact as a whole in Sulawesi for these indicators. The interaction between treatment and baseline
coverage levels on the average standardized effects across education indicators revealed opposite effects
in the two regions of NTT and Sulawesi. In treatment B areas in NTT, subdistricts with higher baseline
levels had smaller average impact on education indicators (by -0.87 standard deviation, significant at the
5 percent level). In contrast, in treatment B areas in Sulawesi, larger impacts were observed on average for
education indicators in subdistricts with higher baseline levels (by 0.93 standard deviations, significant
at the 5 percent level), while in treatment A areas smaller average impacts were observed in subdistricts
with higher baseline levels (by -1.88 standard deviations, significant at the 1 percent level). This suggests
that in Sulawesi, at least for education, community incentives made Generasi work better for subdistricts
whose indicators for education were lagging behind at baseline. In NTT, however, treatment B was more
effective in improving education indicators in trailing subdistricts at baseline.

4.2 Individuals

One of the unique features of Generasi is that communities conduct their own needs assessment and
targeting of beneficiaries. As part of the government’s poverty alleviation program, it is important to
understand whether Generasi communities are able to appropriately target the poor and the vulnerable.
In this section we explore whether the Generasi project is effective on the poor relative to the better-off,
and how different community incentives affect the two groups. To investigate the heterogeneity in project
impacts by the individual’s baseline level of per capita consumption, interaction terms were included
to split the project effects for the poor (defined as being in the bottom two quintiles according to the
baseline household consumption per capita) and the relatively better-off (defined as being in the top three
quintiles).

For the program as a whole, on average there were no statistically significant differences between the
bottom two quintiles and the top three quintiles. However, this average masks important differences
between the two versions of the programs: treatment A (the incentivized version of the program) had
larger impacts for the bottom two quintiles, whereas treatment B (the non-incentivized version of the
program) had larger impacts for the top three quintiles. The incentives in the program therefore played
an important role in encouraging communities to focus their efforts on the poor.

4.2.1 All Provinces

Columns 3 and 5 of Table 27—which show the project’s impact on the twelve main indicators for poor
individuals (column 3) and for the relatively better-off (column 5)—suggest small heterogeneities in
Generasi’s impact on individuals in different wealth groups, with no striking differences in the project’s
impact on the two groups. Increased participation in growth monitoring was equally observed in both
wealth groups; the poor attended 0.18 more sessions, while the relatively better-off attended 0.15 more
sessions in the previous three months compared to those in the control areas. A statistically significant
reduction in school attendance by 13-15 year olds (by 5 percentage points) was observed among the
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poor (significant at the 10 percent level). Although a similar level of reduction was observed among
the better-off group, it was not statistically significant. On average, the point estimates suggest larger
impacts among the better-off than among the poor for health indicators, though these differences are not
statistically significant; in education, the better-off were met with larger negative effects of the project
than the poor.

The community incentives seem to have moved the locus of treatment effects from the better off to the
poor. For example, column 4 of Table 28 shows that the poor did 14 percentage points worse on delivery
than the rich; by contrast, the poor did 16 percentage points better than the rich on safe delivery in
treatment A. Likewise, treatment B reduced malnutrition rates by 7.2 percentage points more for the rich
than the poor, whereas treatment A reduced malnutrition rates by 13 percentage points more for the poor
than for the rich. On average, treatment A improved health indicators among the poor (0.12 standard
deviations, significant at the 5 percent level) while treatment B improved health indicators of the better-
off (0.08 standard deviations, significant at the 5 percent level). As for education indicators, although
none of the groups had a significant effect, the impact on both wealth groups in treatment A was positive,
while the impact on both wealth groups in treatment B was negative.

4.2.2 Regional Breakdown

Although there were few indicators that show different impacts on the poor and the better-off, in general
both the poor and relatively better-off fared equally in Java and Sulawesi. In NTT, the poor fared better
in treatment A, whereas the better-off fared better in treatment B.

No notable differences in impact for the poor and the relatively better-off were observed in Java (Table 29)
or in Sulawesi (Table 33). Both treatment A and B seem to have worked equally in Java for the poor as
well as the better-off (Table 30). In Sulawesi, treatment A resulted in more pro-poor impacts for the health
indicators and the education indicators (Table 34). Among the poor, treatment A in Sulawesi resulted
in positive impacts only in antenatal care, malnutrition, and junior secondary school gross enrollment
and attendance. In treatment B areas in Sulawesi, although primary school enrollment increased by 4
percentage points among the poor, both junior secondary school enrollment and attendance worsened
for the poor. The poor in treatment A areas of Sulawesi were the only ones who statistically significantly
benefited both for the average across main health indicators (by 0.38 standard deviations, significant at
the 5 percent level) and for the average across main education indicators (by 0.30 standard deviations,
significant at the 5 percent level). In contrast, in treatment B areas in Sulawesi, the poor were impacted
negatively by Generasi, resulting in a negative 0.27 standard deviation in education (significant at the 5
percent level).

In NTT, Generasi seems to have favored those in the relatively better-off group than the poor, with
immunization coverage improving only for the better-off (Table 31). Looking at the impacts in treatment
A and treatment B separately, we found large differences in how the two treatments worked in NTT
(Table 32). In general, treatment B only affected the poor negatively, with specific negative impacts on
antenatal care, safe delivery, and postnatal care visits (significant at the 10 percent level, 1 percent level,
and 5 percent level respectively). On average, the poor in treatment B areas were 0.25 standard deviations
worse off in the standardized effects for health compared to controls. On the other hand, the poor in
treatment A areas benefited more than the better-off with receiving more postnatal care and iron tablets.

Indonesia’s PNPM Generasi Program:

Interim Impact Evaluation Report



Where Were Generasi Effects Largest?

The average improvement of the main health indicators for the poor in treatment A in NTT was 0.16
standard deviations (statistically significant at the 10 percent level), much larger than the benefits the
better-off saw in their average of the health indicators (0.04 standard deviations).

4.3 Direct Benefits of Generasi Funds

In addition to the communities’ ability to target individuals, communities must also be able to design
appropriate village-level projects that will address common and shared hurdles in accessing target health
and education services. This section explores the types and quantities of direct benefits received by children
under 3, school-aged children, and pregnant mothers.

In general, Generasi hugely increased provision of school uniforms, school supplies, supplementary
feeding, cash subsidies for schooling, and antenatal/postnatal care and fees for delivery assistance. Cash
subsidies for schooling were mostly found in Java and treatment A areas in Sulawesi, while intensive
supplementary feeding was only found in treatment B areas in NTT.

4.3.1 All Provinces

Generasi substantially increased the probability that pregnant mothers, children under 3, and school-age
children received materials and cash subsidies related to health and education (Table 35). In general,
statistically significantly more 6-to-15-year-old children in Generasi areas received scholarships (by
1.1 percentage points, a 46 percent increase); school uniforms (by 9 percentage points, an eleven-fold
increase, or 1,173 percent); school supplies (by 5.7 percentage points, a six-fold increase, or 632 percent);
transportation subsidies (by 1 percentage point); and supplementary feeding at school (by 0.4 percentage
points). More children under 3 in Generasi areas received supplementary feeding (by 15.5 percentage
points, a 32 percent increase) and intensive supplementary feeding (by 1.7 percentage points, a 59 percent
increase). Similarly, statistically significantly more mothers received financial subsidies to receive antenatal
care and postnatal care (by 3 percentage points, a seven-fold increase, or 758 percent) and for childbirth
(by 11.6 percentage points, a four-fold increase, or 385 percent).

In comparing treatment A and treatment B (Table 35, column 5 and 6), particularly in education more
financial subsidies such as scholarships and transport subsidies were provided in treatment A than in
treatment B. In terms of support for use of health services, more children in treatment B areas received
intensive supplementary feeding than in treatment A.

Given all the positive impacts Generasi has had in the provision of financial and material support for
children under 3 and school-age children, large average impacts were observed for direct benefits received
in health and education: an improvement of 0.19 standard deviations for health benefits and 0.23 standard
deviations for education benefits (both statistically significant at the 1 percent level). On average, however,
treatment A areas seem to have favored education benefits compared to treatment B (0.28 standard
deviations and 0.18 standard deviation respectively, both significant at the 1 percent level).
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4.3.2 Regional Breakdown

A few notable differences were found in the three regions. Scholarships increased only in Java (Table 36,
column 3) and in treatment A areas in Sulawesi (Table 38, column 6), but not in NTT (Table 37, column
3). Supplementary feeding at village health post sessions was observed in all three regions. These monthly
supplementary feeding activities at village health posts are popular among village health post cadres, and
provide incentives for mothers and children to participate in village health posts. Villages also conducted
more intensive supplementary feeding activities targeted specifically at malnourished children. NTT was
the only region where a statistically significant increase in intensive supplementary feeding was observed
(3.9 percentage points increase, significant at the 5 percent level), most of which happened in treatment B
areas (6.3 percentage points increase, significant at the 5 percent level), which also experienced the largest
reductions in infant mortality. The average impact across health benefits and education benefits in the
two treatment areas differed by region. In treatment A areas in Java and Sulawesi, both saw a larger impact
on education direct benefits than health benefits. In treatment B areas on the other hand, in Java health
benefits and education benefits were about the same, health benefits were larger than education in NTT,
and education benefits were larger than health in Sulawesi.
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This section explores the mechanisms through which Generasi—as a whole and the incentives in
particular—altered the changes in coverage of basic health and education services. We first examined
changes on the provider supply side: the quantity of providers (Section 5.1), the inputs used by providers
(Section 5.2), and the effort put in by providers (5.3). We found some increases in access to education,
with the particular type of indicator affected varying by province (e.g., more junior secondary schools
in Java, more primary schools in NTT, more junior secondary school teachers overall). However, by far
the most pronounced change was in provider effort—in particular, we found that midwives in treatment
A locations were spending substantially more time providing services, particularly outreach activities
and public services. We then examined effort on the part of the community in Section 5.4. We found
substantial increases in community effort: Generasi increased the number of cadre (volunteers) at village
health posts and increased the number of school committee members for primary schools. We also
found greater participation in monitoring meetings, and—perhaps surprisingly—greater participation in
community groups in the village more generally and in semi-volunteer public labor service (gotong royong)
activities.

Finally, in Section 5.5, we examine quantities of services using data from providers. The main finding was
a dramatic increase in all types of health services provided at village health posts. We found statistically
significant increases in the quantity of children weighed, nutritional supplements, immunization, ANC
visits, iron pills, and Vitamin A. The provider data also confirmed the small declines in junior secondary
school enrollment in Generasi treatment B areas, with the declines larger (and only statistically significant)
in the 2007-08 school year.

Taken together, the results in this section tell a consistent story: Generasi increased health performance in
large part through increased community engagement, particularly through service provision at the village
health posts.
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5.1 Changes in Provider Quantities

The first question in examining the impact of Generasi on supply is the quantity of providers. We examined
changes in six types of providers at the village level: for health, we examined the presence of midwives and
the number of active village health posts; for education, we examined the presence of primary school and
junior secondary school in the village and the number of teachers at primary school and junior secondary
school.

5.1.1 All Provinces

Overall, the estimates show that Generasi had no impact on the quantity of health providers, but may have
had various impacts on access to education that varied by region. Looking across all provinces, we found
increases in the number of junior secondary school teachers (by about one teacher in every two schools),
but only in treatment B (non-incentivized) areas (Table 39). Although none of the other individual effects
are statistically significant, the point estimates for all four education indicators are positive, resulting in an
average improvement of 0.04 standard deviations (significant at the 10 percent level).

2.1.2 Regional Breakdown

Examined province by province, the estimates reveal that Generasi did affect the presence of schools in
the village—but because the type of school affected varied by province, the average effect across the entire
program is not large enough to be detectable. Specifically, in Java, Generasi increased the probability that
a village had a junior secondary school by 3.6 percentage points (an increase of 7 percent of the control
mean level, significant at the 10 percent level) (Table 40). In NT'T, where not all villages had primary
schools, the program increased by 2 percentage points the probability that a village had a primary school
(significant at the 10 percent level, Table 41). Since 96 percent of villages in NTT had primary schools
in the control group, this implies that Generasi created primary schools in half of the villages that did
not previously have one. The fact that primary schools increased in NTT—the only area where they
were not likely to be universal before the program—confirms that the flexibility of the Generasi block
grants allowed a very different use of funds in NTT, commensurate with local needs. Moreover, the
point estimates for the effect on junior secondary school presence in NTT;, at 3.6 percentage points, were
virtually identical to the impact in Java, although the effect was not statistically significant. Neither of
these effects was present in Sulawesi, which is why we find no effect on average in the program as a whole
(Table 42). Java was the only region with a statistically significant average impact on education (0.09
standard deviations; columns 3 and 6, Table 40 , significant at the 5 percent level), while we did not find
significant average impact in the other two regions.

5.2 Changes in Provider Inputs

This section describes Generasi’s impact on the inputs providers use. Specifically, we examine the quality
of the midwife’s facility (water and electricity), the midwife’s availability of medical supplies and tools,
the number of school classrooms, the condition of the school building, and the presence of latrines at
school.

Overall, we found no clear impact of Generasi on these variables.

Indonesia’s PNPM Generasi Program:

Interim Impact Evaluation Report



How and Why did the Generasi Project Work?

5.2.1 All Provinces

Specifically, column 3 of Table 43 shows Generasi’s impact on the quality of infrastructure. The project did
not significantly improve the infrastructure for midwives or at schools, with none of the variables showing
statistically significant effects. When comparing the impact of treatment A (column 6) and treatment B
(column 5), the only indicator with a statistically significant change was the improved midwives’ access to
clean water in treatment B areas (an improvement of 0.05 percentage points, significant at the 5 percent
level). There were no such improvements observed in treatment A areas.

5.2.2 Regional Breakdown

Looking region by region, in Java (Table 44), the only statistically significant effect of Generasi detected
was the improved midwives™ access to clean water (an improvement of 5 percentage points, significant
at the 5 percent level), which came from treatment B locations. The effects on other indicators were
not statistically significant, and the effect sizes were also very small (column 3). In NTT (Table 45), no
significant overall impact was observed in provider infrastructures (column 3). When treatment A and
treatment B effects are assessed separately, one significant improvement was observed in midwives’ access
to electricity, a 10.4 percentage point improvement in treatment A areas (significant at the 10 percent
level, column 6). No such improvement was found in treatment B areas (column 5). In Sulawesi (Table
46), the only significant effect observed was on the availability of student latrines at junior secondary
schools (an increase of 9.1 percentage points, significant at the 10 percent level). Declines were observed
in midwives’ access to water and number of junior secondary school classrooms in treatment B, and in the
condition of junior secondary school buildings in treatment A. In net terms, however, these effects show
no clear pattern and little overall significance, as evidenced by the minimal changes on the standardized
average effects.

5.3 Changes in Provider Effort

This section examines the third component of supply: provider effort. Specifically, we examine midwife
labor supply, midwife participation in village health post activities, teacher absence, and teacher teaching
behavior. We found that Generasi was associated with midwives spending more time working, with more
total time spent in outreach observed in treatment A areas and more time spent per village health post
overall. We found no impact on teacher attendance or teaching behavior.

5.3.1 All Provinces

The overall results are shown in Table 47. According to midwives™ self-reports, midwives in Generasi
areas spent more time at each village health post session providing various health services for mothers and
their children (Table 47, column 3). An average midwife in Generasi areas reported spending 0.19 hours
(about 11 minutes) more per village health post session compared to control areas (significant at the 10
percent level). This may be a reflection of the very large increase in the number of mothers and children
receiving services at village health posts in Generasi areas, as seen below in section 5.5. We did not find
other midwife indicators to be statistically significant for the program as a whole. As for teacher efforts,
we did not find statistically significant effects either in the proportions present or engaged in teaching at
the time of the survey teams’ visits.

Indonesia’s PNPM Generasi Program:

Interim Impact Evaluation Report



How and Why did the Generasi Project Work?

In treatment A areas (column 6), midwives reported spending 0.79 more hours (about 47 minutes)
providing outreach services during the previous three working days (significant at the 10 percent level).
Although no other midwife indicator reflecting their efforts was statistically significant, all of the point
estimates suggest midwives spent increased amounts of time providing services in treatment A areas than
in control areas. For example, midwives spent 0.89 more hours in the previous three days providing
outreach in treatment A than in treatment B, 1.7 hours more in the previous three days providing all
public services in treatment A than in treatment B, and 3.1 more hours working in treatment A than in
treatment B (column 4). These results are consistent with the main results showing that the increase in
weight checks at village health posts, prenatal visits, and postnatal visits was higher in incentivized areas
than in non-incentivized areas. This suggests that the increase in midwife hours is driven by the increased
demand for their services, which in turn is spurred on by the incentives. The standardized average effect
for health was only statistically significant in treatment A areas, with an improvement of 0.09 standard
deviations (Column 6, significant at the 10 percent level), but was not significant for Generasi treatment
as a whole (Column 3). We did not find positive or negative impacts on school teacher’s efforts either in
treatment A or treatment B areas.

2.3.2 Regional Breakdown

Examining the results regionally, we found generally positive effects in the provision of midwives’ services
in Java and Sulawesi, but not in NTT. Teachers, particularly in NTT, seem to have responded negatively,
but were generally more positive in Sulawesi, and mixed in Java. In general, we found more positive effects
on provider quantity in treatment A areas and more negative effects in treatment B areas, except in NTT,
where we found no positive effects on provider efforts.

Specifically, column 3 in Table 48 shows changes in provider efforts in Generasi areas in Java. Midwives
in Java reported spending 0.87 more hours (about 52 minutes) on outreach services (significant at the
1 percent level), which was observed predominantly in treatment A areas. Midwives in Java generally
increased the amount of time spent working as a result of Generasi, but may have reduced the amount
of time working in their public capacity. The only positive finding regarding school teachers as a result of
Generasi was found in Java: primary school teachers were 2.4 percentage points more likely to be present
(at the 10 percent significance level) at the time of the survey, which generally was unannounced.

In treatment B areas in Java (Table 48, column 5), midwives spent on average 36 minutes more on
outreach services but about 74 minutes less on public services at the health facility in the previous three
days as a result of Generasi (both significant at the 10 percent level). Midwives in treatment A areas in
Java (column 6), on the other hand, in general (although also not statistically significant) spent more time
working, on average 68 minutes more on outreach services during the previous three days (significant at
the 1 percent level). The point estimates of all other midwife effort indicators in treatment A areas suggest
an increased amount of time spent providing services overall. As a result, the standardized average impact
in Java was statistically significant for health in treatment A areas, with an improvement of 0.10 standard
deviations (column 6, Table 48).

The effect of Generasi on midwives and teachers in NTT was largely more negative than positive (Table
49, column 3). Although none of the midwife effort indicators were statistically significant, the point
estimates suggest that midwives spent less time working overall. Primary and junior secondary school
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teachers were 7 percentage points less likely to be present at school and 17.5 percentage points less likely
to be engaged in teaching at the time of the observation (both significant at the 10 percent level). These
negative effects found on midwives and teachers were more pronounced in treatment B (columns 5) areas
in NTT than in treatment A areas (columns 6). The standardized average effects in NTT were highly
statistically significantly negative, particularly for education, with negative 0.32 standard deviations in
Generasi locations overall in NTT (significant at the 1 percent level). Although average effects on health
indicators were not statistically significant, average standardized effects combined for health and education
indicators were negative at -0.17 standard deviations in NTT (significant at the 1 percent level).

In Sulawesi, midwives spent about 53 more minutes per village health post session in Generasi areas
(significant at the 5 percent level, Table 50, column 3). No other midwife effort indicators were statistically
significant. As for school teachers, although none of the indicators were statistically significant, the point
estimates suggest a more positive impact on teachers’ attendance and time spent teaching than in the
other two regions.

Midwives in treatment B areas in Sulawesi (Table 50, column 5) reported spending more time per village
health post session, although in general—according to the point estimates—they seem to have spent less
time working in the previous three days as a result of Generasi. In contrast, in treatment A areas (column
6), midwives not only spent more time per village health post session by about 48 minutes, but also on
average reported spending 4.59 more hours working in the previous three days (significant at the 10
percent level). Point estimates of all other midwife effort indicators suggest positive effects of treatment
A on midwives; the average standardized effect in treatment A areas showed a highly significantly positive
effect of 0.26 standard deviations (column 6, significant at the 1 percent level). Teachers, on the other
hand, seem to have responded better to treatment B than to treatment A, although none of the indicators
were statistically significant, nor were the average standardized effects for education in Sulawesi.

5.4 Changes in Community Etfort

The analysis above explored the impact of Generasi on providers, primarily midwives and schools. This
section explores the impact of Generasi on the community’s effort. In this section, we examine three types
of community effort: (1) community effort at direct service provision, such as the number of active village
health post sessions and the number of cadres at the village health post; (2) community effort at outreach,
such as health sweepings and school committee meetings with parents; and (3) community effort at
monitoring, such as the number of school committee meetings. We also examine spillovers of Generasi
to other types of community activities, such as the semi-volunteer public labor service (gorong royong),
government service, and other community groups.

Overall, we find scattered bits of evidence that Generasi increased community effort, particularly on the
number of cadres at village health post meetings, the number of junior secondary school students, and the
number of parents participating in health education meetings. On average, Generasi had positive impacts
on community efforts, mostly due to its effects on community efforts related to health activities.
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5.4.1 All Provinces

Table 51 shows the results for all provinces. We found that Generasi did not change the number of
active village health posts or the frequency with which they met; it did, however, increase the number of
village health post cadres by 0.24 people, or about 5 percent of the control group mean. The effects on
the number of cadres were equally present in treatment A and treatment B locations. The increase in the
number of cadres is consistent with the very large increase in the number of services delivered at village
health posts; see Section 5.5 below. Consistent with the increased number of participants receiving services
at village health posts, in both treatments A and B areas, the number of times mothers participated in
health education sessions increased by 0.1 times in the past 15 months.

Turning to community outreach, we found no effects of Generasi—either treatment A or treatment
B—on any of our metrics of community outreach. Specifically, we found no impact on the number
of village health post sweepings, where the village health post cadres go door-to-door to make sure all
households are receiving services, and we found no impact on the number of school committee meetings
with parents for either primary or junior secondary schools.

We did, however, find an impact on one metric of community effort at monitoring: in treatment A
locations, the number of primary school committee members increased by 0.75. We found no impact in
treatment B, nor on any of the other community monitoring effort variables.

Perhaps the most striking result is that we saw positive spillovers from Generasi to other types of community
activities—in Generasi communities, the average household spent 3.2 more hours over the past three
months doing semi-volunteer public labor service, a 11 percent increase..

Generasi’s overall average impact on community efforts was a positive change of 0.1 standard deviation,
most of which was due to the impact on community efforts related to health, with a standardized average
positive impact of 0.19 standard deviations (both statistically significant at the 1 percent level). No average
impact was observed on community efforts related to education.

5.4.2 Regional Breakdown

We found some regional differences on community efforts as a result of the Generasi program. Village
health post cadres’ efforts on outreach seem to have increased only in Sulawesi, while they remained the
same in Java and decreased in NT'T, which we predominantly observe in treatment B areas.

Improvements in community efforts in monitoring schools through school committees were only observed
in Java, where the number of primary school committee members increased by about one member per
school in treatment A areas. In NTT and in Sulawesi although the numbers of school committee members
may have not changes, a small increase in the number of meetings were observed: an average number
of junior secondary school committee meetings in the previous school year increased by 1.3 times in
Generasi areas in Sulawesi, and 1.5 times in treatment B areas in NTT (significant at 5 percent and 10
percent levels, respectively).
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Household members’ participation in other community activities increased only in Java and in treatment
B areas in NTT, but not in Sulawesi. The baseline mean (column 1) and control mean (column 2) suggest
the community members in NTT already spent considerably more time on semi-voluntary public labor
activities than in the other two regions.

Opverall, Generasi had positive impacts on community efforts in all three regions, with all three regions
indicating positive standardized average impacts on health activities but no impact on community efforts
associated with education.

5.0 Quantities from Provider Data

This section explores the changes in quantities and prices from the provider data. First, the quantities
of services reported by services providers (midwives, health centers, village health post, and primary and
junior secondary schools) are discussed. This is followed by the analysis of the impact on fees charged
for maternal health services by health facilities, midwives, and cost of education. By analyzing prices and
quantities together, we can begin to understand the incidence of Generasi benefits, as well as the degree
to which Generasi shifted demand curves, supply curves, or both.

5.5.1 All Provinces

The results for all provinces are shown in Table 55. The table shows quantities and fees for a variety of
services provided by midwives (childbirths at private and government practice, ante-natal care, post-natal
care, family planning), childbirth at Puskesmas, school enrollment and school fees, and village health post
services and fees.

Several results are worth noting. First, the results show a dramatic increase in all maternal and child health
services offered at village health posts: the quantity of children weighed increased by 8.3 (20 percent
increase); the quantity of children receiving nutritional supplements increased by 13.9 (40 percent
increase); the quantity of children immunized increased by 3.1 (27 percent increase); the quantity of
pregnant mothers receiving ante-natal care increased by 1.9 (42 percent increase); the quantity of pregnant
mothers receiving iron pills increased by 2.3 (48 percent increase); and the quantity of children receiving
Vitamin A increased by 8.8 (20 percent increase). These substantial increases do not appear to be due to
record keeping—family planning services at village health post, for example, remained unchanged. The
results were similar in treatments A and B. These results suggest that a major contribution of Generasi was
a revitalization of the village health post system, bringing more mothers and children into the health care
net. The fact that so many more mothers and children were being brought into the modern health care
net may be a major reason why the Generasi program succeeded in reducing infant mortalicy—with such
regular contact with health professionals, many at-risk children might have been saved.

Second, the data from midwives suggest that there were increases in fees charged for delivery services,
even though the total number of services delivered did not change substantially. Fees charged by midwives
increased by Rp. 15,500 in private practice (4.6 percent), and fees charged for government delivery
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increased by Rp. 22,000 (12.9 percent). This suggests that Generasi led to an outward shift in the demand
for childbirths, and that the incidence of this shift in demand took the form of higher payments received
by midwives.

Third, the data show that Generasi led to lower junior secondary school enrollments in the 2007-08
school year. Enrollments from school-based data were 15 students lower (5 percent), which is consistent
with the findings shown in the household survey.

The average standardized effects confirm that there were increases in health quantities—an increase of
0.11 standard deviations. These were driven largely by the increases at village health posts, which increased
by 0.27 standard deviations. The average standardized effects for fees were not statistically significant.

2.5.2 Regional Breakdown

There is relatively little regional heterogeneity in the effects in this section. The price impacts for childbirth
are virtually identical for the three provinces considered, with the exception that in Sulawesi the fee
increase is disproportionately for private deliveries. The quantity increases at village health posts are felt
everywhere, though they are weaker in NTT than in the other provinces. The junior secondary school
enrollment declines are equally seen in NTT and Java, but do not appear in Sulawesi. Sulawesi is the only
province to show reductions in fees paid by mothers for births at the health center, with commensurate
increases in the quantity that take place at the health center (thus evidence of a supply increase).
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This interim report describes the impact these Generasi subdistricts had against the project’s target
indicators after 15-18 months of project implementation. At the time this follow-up survey was conducted
in late 2008, all 129 Generasi subdistricts had successfully completed the first project cycle.

The interim survey showed that the program improved health. The eight main health indicators showed
improvements, but the most striking impact was on final health outcome indicators, particularly the very
large reductions in neonatal and infant mortality.

We found stark regional differences that correspond with different local conditions. Sulawesi demonstrated
the largest overall average improvements in the eight main health indicators as well as health outcome
indicators, with infant mortality declining by as much as 71 percent. In NTT, there was only improvement
in one of the twelve main indicators—malnourishment—and only in treatment A locations. However,
NTT had the largest reduction in neonatal mortality (an estimated 65 percent reduction) and the largest
reduction in malnutrition (an estimated 18 percent reduction, although limited to treatment A areas). The
focus on reducing malnutrition in NTT is consistent with the fact that NTT had the largest malnutrition
problem to start with, and suggests that communities may have adjusted the focus of the program to
match local needs. In contrast, Java was able to demonstrate small improvements in the average of the
eight health indicators, although no drastic improvements in health outcome indicators were observed
as in the other two regions. With relatively high levels of service coverage and low levels of mortality and
malnutrition observed at the baseline, communities in Java had a harder time improving their indicators.
But even within Java, Generasi substantially improved health indicators in those communities with low
pre-period levels of service provision. Thus, the project is seeing some of the strongest health effects in
those areas with the lowest pre-period levels of service. Also, in the next survey round, the project will
explore further the extent to which communities respond in a more targeted way to specific issues and

gaps.

The large improvements in neonatal mortality and infant mortality observed in Generasi project areas are
comparable to those achieved by other community-based programs (Bjorkman and Svensson 2009). All
health services promoted by Generasi are services included in Indonesia’s Ministry of Health protocols
for maternal, neonatal, and child health, and are services regularly provided throughout the country.
Therefore, Generasi suggests that large improvements in health outcomes are possible through community
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mobilization toward improved coverage of regular health programs. Although biological causality of how
Generasi’s project inputs lead to improvements in child health cannot be proved through this study,
the study demonstrates that increasing community mobilization toward targeted results does lead to
improved child health. As seen in this study, Generasi has been most effective in increasing service delivery
at village health posts. These are village-level (or often hamlet-level) monthly health posts managed by
volunteers, the village health post cadres. All maternal and child health services targeted by Generasi other
than delivery and antenatal care (depending on whether privacy can be ensured at the village health post)
are provided at the village health post, usually a midwife. Generasi increased community collective efforts
in the provision of services through increasing the number of village health post cadres and increasing
participation in health education. Generasi also changed health provider behaviors, increasing their time
spent on public services and on the provision of outreach services in particular, which most likely resulted
in a pro-poor shift in their service provision. So far, Generasi’s effects are limited to service provision at
the village-level and behaviors of individual service providers assigned to village-level service delivery.
No impact has been found yet on services provided beyond the village level, such as services provided at
subdistrict health facilities.

The differences in the degree of success in mobilizing communities and providers may provide some clues
to understand the reasons behind the differences in the findings in the three regions. Generasi in Sulawesi
has been considerably more effective in mobilizing community efforts than in NTT. In addition, health
providers in Sulawesi responded positively, increasing their work hours and providing more outreach
services. In contrast, the impacts on health providers in NTT were very small and mostly negative.
Interestingly, in NTT only child health services—such as growth monitoring and vitamin A— increased
through village health posts, while none of the maternal health service provision increased through village
health posts, even though in other regions service provision of both maternal health services and child
health services increased. Other social and cultural factors affecting the use of maternal health services
in NTT may be at play, such as the practice of seclusion of the mother and her infant child during the
first 40 days after birth (S¢%) found in North Central Timor (TTU) district in NTT (Rahayu, Toyamah,
Hutagalung, Rosfadhila, and Syukri 2008).

In contrast, the first 15 to 18 months of Generasi led to no improvements in education, and in fact the
program shows negative impacts on enrollment and attendance of 13—15 year olds who would have
otherwise been completing primary school. Consistent with lower enrollment in this cohort, there were
also signs of increased child labor, particularly in NTT and Sulawesi. There may be several reasons for
this. First, it is noteworthy that junior secondary gross enrollment increased overall in both treatment and
control areas. In control areas, junior secondary gross enrollment increased from 83 percent at baseline to
91 percent in the interim survey just 18 months later. School participation for 13—15 year olds actually
increased in Generasi areas, from 83 percent at baseline to 87 percent in the interim survey; it just
increased at a slower rate than in the control areas. The period between 2007 and 2009 has seen major
increases in overall government expenditures for education. Over the past few years, the government has
significantly increased overall public spending on education, from 17.2 percent of total national budget
in 2007 (World Bank 2007) to an estimated 20 percent in 2009. '® At both the national and district
levels, the government was spending much more on free schooling and school-based management, thus

18 The Constitutional Court obliges the government to meet the “20 percent rule,” whereby at least 20 percent of the national
budget (both central and subnational) allocation is expected to be allocated for education.
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it was a period of great flux. Given the secular improvements in enrollment that were taking place during
this period, many Generasi communities may have thought they were having an impact on enrollments,
not realizing that enrollments also were increasing in communities without Generasi. Second, there may
be issues regarding the Generasi’s targeting only 13—15 year olds and not other age groups. The specific
Generasi target indicator called for improvements in junior secondary school enrollment of children 13
to 15 years old. Field reports indicate that communities and facilitators may have interpreted this age
conditionality strictly while allocating funds. Third, the program missed the registration period for the
school year and Generasi funds were available for communities to fund activities only halfway through
the school year, making new enrollments for the ongoing school year extremely difficult. Lastly, in the first
year of implementation, field and supervision reports were finding that communities were favoring more
assistance toward children already in school, rather than focusing on out-of-school children.

It is not just the lack of positive impact on the four target indicators observed for education, but Generasi
did not have effects on community mobilization for education or change teacher behaviors. According
to the Generasi project’s management systems information data, communities on average spent 56
percent of their block grant allocation for activities related to education, demonstrating that it is not that
communities placed lower priority to education than health. Unlike for the health sector, at least in the
first 15-18 months, Generasi was unable to increase community participation in school committees. Nor
did the project have any impact on teacher behavior, at least in terms of their presence and involvement
in pedagogical activities at the time of the impact evaluation survey teams’ visits. Since community
mobilization seems to have been critical to improving health, the lack of community mobilization in
education might help explain the stark differences in the findings.

This study provides strong evidence that with clear and measurable target indicators, community
incentives work and communities with incentives consistently outperform those without community
incentives. Overall, community incentives had the following effects: they made Generasi more effective
for the poor, and increased provider efforts. Surprisingly, community incentives did not have effects on
the level of community efforts. Throughout the evaluation, we found consistently that the incentives
improved performance, and little evidence that they made performance worse.
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Conclusion

It would be premature to draw any definitive conclusions from a new pilot program that has only been in
operation for 15 to 18 months. This interim evaluation provides some initial insights into the program’s
direction thus far, but much more will be revealed during the follow-up impact survey round scheduled
for 2009-10. Additional cost comparisons and cost-benefit analyses will also be conducted next year.
However, some preliminary reflections are warranted at this juncture.

Generasi piggybacked on KDP/PNPM-Rural, a community-driven development program that was already
in place in Indonesia since 1998. When the government of Indonesia decided in 2007 to move from
an unconditional cash transfer scheme to a conditional transfer scheme, they opted to try two different
approaches, one the traditional individual household approach as proven successful in many countries of
Latin America, and the other, an incentivized community block grant program, taking into consideration
the success and architecture already in place under KDP. Unlike in Mexico and other countries, it was
not clear that Indonesia had the administrative capacity and supply-side services to make an individual
CCT program work in certain areas of the country. Thus, Generasi provides one unique example of how
an established government program can be adapted to address certain education and health targets using
a community approach. Building upon an already existing national program, which covered most of the
poorest areas of the country, also facilitated a much faster start-up of the pilot.

Building the evaluation into the design of the program from the outset has been critical to learn lessons
from the program for possible expansion in the future. To allow for a rigorous, randomized evaluation
of Generasi, the government incorporated random assignment into the selection of the locations. Each
location was further randomly allocated to an incentivized versus non-incentivized treatment allowing
for comparison of effects. As this is a pilot program, it was important that the evaluation prove robust
and provide empirical evidence as to whether the intervention was having its desired impact. Discussions
from the earliest stages included evaluation in the design.

Preliminary results from the interim evaluation point to significant impacts in health. The main eight
health indicators showed some improvements, but the most marked impact is on final health outcome
indicators, particularly the very large reductions in neonatal and infant mortality. The evidence from this
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interim survey points to community mobilization as potentially a significant factor in explaining these
dramatic improvements. These activities include increasing the number of village health post cadres
and enhancing participation in health education, along with shifts in health provider behaviors. Further
studies and rigorous evaluations are needed to assess how Generasi compares with other child and maternal
health interventions in attaining these targets.

For education, the lack of overall impact raises questions regarding Generasi’s investments in this area.
Several hypotheses were proposed earlier in the paper to explain the dynamics. In light of the fact that
enrollment in primary education has already reached 95 percent nationally and Indonesia is experiencing
significant gains on the junior secondary enrollment front (7 to 8 percent increases in both treatment and
control areas), there is a risk that Generasi will be “crowded out” by other larger education expenditures.
In fact, field supervision and monitoring reports were already questioning the efficacy of the targets at the
primary school level. The program is currently considering the possibility of revising education indicators
in Year 3 to focus more upon quality and student achievement rather than the enrollment and attendance
targets as originally designed.

Community incentives have proven to be more effective for focusing impacts on the poorest quintiles and
increasing providers’ efforts. This finding was surprising given field reports that there was a wide range
of understanding by facilitators and villagers about the scoring and incentives system during the first
year. The policy implications are that poverty programs may wish to experiment more with embedding
incentives into the designs. However, these findings will need to be monitored and evaluated over time.
One possibility is that the conditionalities may work less well over time, as there may be more “gaming”
of the system as the program progresses and the rules become more familiar. Alternatively, the program
may work better over time as it continues to incentivize communities to work harder toward the specified
targets.

The next round of evaluation in 2009—10—using both quantitative and qualitative methods—should
reveal much more about the efficacy and effectiveness of Generasi. These interim findings provide some
preliminary insight into the direction this program is heading.

Indonesia’s PNPM Generasi Program:

Interim Impact Evaluation Report



References

Bjorkman, A., and P. Svensson. 2009. “Power to the People: Evidence from a Randomized Experiment of
a Community Based Monitoring Project in Uganda.” Quarterly Journal of Economics 124(2): 735-769.

Duflo, E., R. Glennerster, and M. Kremer. 2007. “Using Randomization in Development Economics
Research: A Toolkit.” In T. P. Schultz and J. Strauss, eds. Handbook of Development Economics. North
Holland: Elsevier Science Ltd. Vol. 4: 3895-62.

Gertler, P 2004. “Do Conditional Cash Transfers Improve Child Health? Evidence from PROGRESA’s
Control Randomized Experiment.” American Economic Review (Papers Proceedings) 94 (2): 336-341.

Gibbons, R., and K. J. Murphy. 1990. “Relative performance evaluation for chief executive officers.”
Industrial and Labor Relations Review 43 (Special Issue): 30-51.

Gordis, L. 2004. Epidemiology. Philadelphia: W. B. Saunders Company.

Imbens, G., and J. Angrist. 1994. “Identification and Estimation of Local Average Treatment Effects.”
Econometrica 61 (2): 467—476.

Kling, J.R., ]J.B.Liebman, and L.E Katz. 2007. “Experimental Analysis of Neighborhood Effects.”
Econometrica 75 (1): 83-119.

Lagarde, M., A. Haines, and N. Palmer. 2007. “Conditional Cash Transfers for Improving Uptake
of Health Interventions in Low- and Middle-Income Countries: A Systematic Review.” Journal of the
American Medical Association 298(16):1900-1910.

Lazear, E.P, and S. Rosen. 1981. “Rank-order tournaments as optimum labor contracts.” Journal of
Political Economy 89: 841-864.

Levy, S. 2006. Progress Against Poverty: Sustaining Mexicos Progresa-Oportunidades Program. Washington,
DC: Brookings Institution Press.

Indonesia’s PNPM Generasi Program:

Interim Impact Evaluation Report



References

Miguel, E., and M. Kremer. 2004. “Worms: Identifying Impacts on Education and Health in the
Presence of Treatment Externalities.” Econometrica 72: 159-217.

Ministry of Home Affairs, Government of Indonesia. 2007. Petunjuk Teknis Operasional PNPM Generasi
Sehat dan Cerdas (Versi A). Jakarta, Indonesia.

Mookherjee, D. 1984. “Optimal Incentive Schemes with Many Agents.” Review of Economic Studies 51:
433-440.

Newhouse ]J.P, et al. 1993. Free For All? Lessons from the Rand Health Insurance Experiment. Cambridge,
MA: Harvard University Press.

Olken, B. A. 2007. “Monitoring Corruption: Evidence from a Field Experiment in Indonesia.” Quarterly
Journal of Economics, 115 (2): 200-249.

Rahayu, S., N. Toyamah, S. Hutagalung, M. Rosfadhila, and M. Syukri. 2008. “Qualitative Baseline
Study for PNPM Generasi and PKH: The Availability and Use of Maternal and Child Health Services

and Basic Education Services in the Provinces of West Java and East Nusa Tenggara.” Jakarta, Indonesia:
SMERU Research Institute.

Rawlings, L., and G. Rubio. 2005. “Evaluating the Impact of Conditional Cash Transfer programs.” 7he
World Bank Research Observer 20(1): 29-55.

Schubert, B., and R. Slater. 2006. “Social Cash Transfers in Low-Income African Countries: Conditional
or Unconditional?” Development Policy Review 24(5): 571-578

Schultz, T. P. 2004. “School Subsidies for the Poor: Evaluating the Mexican Progresa Poverty Program.”
Journal of Development Economics 74 (1): 199-250.

Skoufias, E. 2005. “PROGRESA and Its Impacts on the Welfare of Rural Households in Mexico.” IFPRI
Research Report No. 139. Washington, DC: International Food Policy Research Institute.

Sparrow, R., J. Moeis, A. Damayanti, Y. Herawati. 2008. “Conditional Cash Transfers in Indonesia:
Baseline Survey Report for Program Keluarga Harapan and PNPM Generasi.” Jakarta Indonesia.

Weitzman, M.L. 1980. “The ‘Ratchet Principle’ and Performance Incentives.” Bell Journal of Economics
(The RAND Corporation) 11(1): 302-308.

World Bank. 2006. Making the New Indonesia Work for the Poor. Jakarta, Indonesia and Washington,
DC: World Bank.

. 2008. Investing in Indonesias Health: Challenges and Opportunities for Future Public
Spending. Jakarta, Indonesia, and Washington, DC: World Bank.

Indonesia’s PNPM Generasi Program:

Interim Impact Evaluation Report



Annex

Annex I: Randomization and Implementation

of Generasi in 2007

The primary reason that some (not all) 200 subdistricts received Generasi was that the 2007 supplemental
budget allocation for Generasi was cut by the national parliament, so that in 2007, funding was only
available for 129 Generasi subdistricts."” In choosing which 129 of the 200 randomly selected subdistricts
should be funded, the Ministry of Home Affairs prioritized those locations that had already participated
in the PNPM program, since those locations already had the legal infrastructure for distributing PNPM
program funds and it was easier to re-budget other monies to fund Generasi in those areas.

The final allocation of Generasi is shown in Table 3. The 300 Generasi sample subdistricts are subdivided
into two groups: the 170 subdistricts that had received the PNPM program in previous years (denoted
group P, the prioritized group), and the 130 subdistricts that had not previously received the PNPM
program in previous years (denoted group NP, the non-prioritized group).”” In Group B, Generasi was
funded according to the randomization results in a total of 106 subdistricts in 2007, or 92 percent of the
Group P subdistricts that had been chosen according to the randomization.?' The 2008 allocation for
Group P was similar.”> In Group NP, Generasi was funded in 23 subdistricts, or 27 percent of the Group

19 Funding for 108 subdistricts came from World Bank loans; funding for the remaining 21 subdistricts came from a grant
from the Dutch government. Both funding sources were channeled through the government budget, and were implemented
identically in the field.

20 The randomization results are statistically unrelated to whether a subdistrict is in Group P or Group NP. Specifically, the
p-value from a Fisher exact test of the two-way relationship between the three randomization categories (incentivized, non-
incentivized, control) and a group P dummy is 0.739.

21 Four categories of subdistricts were deemed ineligible for Generasi in 2007: (1) they had been identified as “problematic”
PNPM subdistricts, i.e., there were allegations of improper use of PNPM funds; (2) they had been identified as eligible for
the urban version of PNPM; (3) they had been identified as eligible for the SPADA (conflict areas) version of PNPM; or (4)
they were the one subdistrict where a three-village Generasi pilot was being run from 2006 to 2008. Which subdistricts fell
into which categories were determined based on information obtained prior to the date of the randomization, and is available
for all subdistricts regardless of the results of the randomization.

22 The only difference between 2007 and 2008 in Group P is that two Group P subdistricts funded in 2007 were identified
as “problematic” and were dropped from 2008, and one subdistrict that had previously been identified as “problematic”
resolved its financial problems and was allowed to resume.
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NP subdistricts that had been chosen according to the randomization. Of these 23 subdistricts, 21 were
chosen randomly by computer, stratified by province, in a second lottery among Group NP locations;
the remaining 2 subdistricts were chosen by the ministry. In 2008, additional funding became available,
and a total of 71 (84 percent) of the 85 Group NP subdistricts randomly selected for Generasi received

the program.

Table 3. Generasi implementation and randomization results
Randomization results

Incentivized Non-incentivized Control Total
Generasi Generasi
P NP P NP p NP
Total subdistricts 60 40 55 45 55 45 300
Received Generasi in:
2007 57 11 49 12 0 0 129
2008 55 35 50 36 0 0 176

Since the share of subdistricts randomly selected to Generasi that were subsequently funded is much
higher in Group P, and since Group P/NP status is predetermined with respect to the randomization
(it depends only on whether a subdistrict had received the PNPM program in previous years), we can
improve the statistical power beyond intent-to-treat estimates by incorporating this information into the

analysis.
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Table 59. Detail of mortality vis-a-vis baseline (neonatal mortality)

Annex

Model 1 Model 2
Total

Control  Generasi Year 1 Versi A additional Total Total Number

Indicator mean Effect effect Versi B impact  Versi A impact observations
@Y) @) 3) (4) (©) (6)

Mortality 0-28

days

All provinces

Treatment 0.008 -0.0052* -0.001 -0.005 -0.0056* 2765
(0.003)  (0.003) (0.003) (0.003) (0.003)

Baseline 0.014 -0.003 -0.008 0.001 -0.007 2847
(0.004) (0.005) (0.006) (0.005) (0.006)

Java

Treatment 0.006 -0.001 -0.003 0.000 -0.003 1775
(0.003) (0.003) (0.004) (0.004) (0.004)

Baseline 0.011 -0.008 -0.004 -0.006 -0.010 1904
(0.004)  (0.005) (0.007) (0.0006) (0.007)

NTT

Treatment 0.016 -0.0143** 0.001 -0.0146** -0.0140** 607
(0.009) (0.007) (0.003) (0.007) (0.007)

Baseline 0.027 0.006 -0.011 0.012 0.001 596
(0.012) (0.013) (0.011) (0.014) (0.013)

Sulawesi

Treatment 0.006 -0.004 0.008 -0.007 0.001 383
(0.006)  (0.007) (0.013) (0.0006) (0.013)

Baseline 0.014 0.006 -0.023 0.016 -0.007 347
(0.010) (0.011) (0.014) (0.015) (0.009)
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Table 60. Detail of mortality vis-a-vis baseline (infant mortality)

Model 1 Model 2
Total Versi A Total

Control Generasi Year 1 additional Tortal Versi A Number

Indicator mean Effect effect Versi B impact impact  observations
€)) 2 3) (4) ®) (©6)

Mortality 0-11 Months

All provinces

Treatment 0.018 -0.0081** 0.000 -0.0083** -0.0079* 3788
(0.004) (0.004) (0.004) (0.004) (0.004)

Baseline 0.024 -0.0088* -0.010 -0.004 -0.0137** 3508
(0.005)  (0.005) (0.006) (0.006) (0.006)

Java

Treatment 0.008 -0.002 -0.0082* 0.002 -0.0062* 2431
(0.003) (0.004) (0.004) (0.005) (0.004)

Baseline 0.013 -0.006 -0.008 -0.002 -0.010 2297
(0.004) (0.0006) (0.008) (0.008) (0.007)

NTT

Treatment 0.024 -0.006 0.0181* -0.0152* 0.003 826
(0.010) (0.009) (0.009) (0.009) (0.011)

Baseline 0.044 -0.009 -0.011 -0.003 -0.015 758
(0.014) (0.011) (0.011) (0.013) (0.012)

Sulawesi

Treatment 0.040 -0.0386*** -0.006 -0.0363*** 531
0.012)  (0.009) (0.016) (0.009) (0.014)

Baseline 0.038 -0.015 -0.0287* -0.001 -0.0300** 453
(0.014) (0.013) (0.014) (0.016) (0.013)
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