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Background

The second Indonesia NHDR will adopt the theme of “Financing Human Development”. The Report will build on the findings of the first report which argued that cementing national cohesion and deepening the commitment to human development requires a new social compact that all Indonesians would be entitled to nationally mandated standards of human development, as a sure way of overcoming tensions arising from the diversity of the country.  As part of the drafting of the report, a study on “The cost of fulfilling entitlements to food,  health, education and physical security” was commissioned to the LPEM-University of Indonesia. This background study is a key analysis to the Report and its purpose is to discover what orders of magnitude of expenditure would be needed to meet basic entitlements to food, education, health and physical security. It is not intended as a detailed budgeting exercise but merely to collect sufficient information to paint overall scenarios. It should also be simple enough in construction to be understood in public consultations.

Progress to date
The LPEM-UI had put in a team of researchers, which started the exercise by reviewing existing information on budget allocation for the items defined as the basic entitlements: food, health, education and physical security. In the Indonesian context, this is not an easy exercise, since there is no consolidated budget for each item since source of funding comes from various programmes and agencies. Furthermore, with decentralization, budgeting for these items becomes much more complicated, since items may receive funding from both the central and local governments. 

Based on a thorough research and interviews with all relevant government agencies, the LPEM-UI managed to provide a picture on the approximate overall funding allocation for these entitlement items.  This information would serve as the basis for projecting the additional requirement (in terms of financing) which the Government needs to consider. 

The second part of the exercise, which is to make a realistic assessment of funding requirement for the fulfilment of these entitlements.  This part of the exercise is particularly complicated, because of the need to first of all, come to a broad consensus on what is defined as minimum standards of entitlements, not only in terms of quantity but much more importantly, in terms of quality. At the same time, based on interviews with the Ministry of Education and Ministry of Health, there had been some attempts on defining the costs for meeting basic requirements for each of these sectors. In fact, even within ministries/sector, the LPEM-UI found there were several exercises undertaken in this respect.  Therefore, LPEM-U together with UNSFIR spent quite some time in reconciling the different definitions before proceeding with the costings. 

Following the interviews and research on the data sources, LPEM-UI was able to put in a budget projection for the health and education requirement.  This is made possible, given that both Ministries of Health and Education had made some exercises in this regard related to the international initiatives, i.e. Health for All and Education for All.  

What was more difficult was the costing of food security, since this relates quite closely to the definition of poverty, which is based on a particularly defined food poverty line. However, based on an agreement with the Ministry of Agriculture, BAPPENAS, WHO and FAO, the team managed to come up with an acceptable definition of food security and the costing for fulfilling this.

At the moment, the team is still working out the costing for physical security. The information on this is not so easily available, since the data source involves many institutions, which are not always ready to share the information openly.  However, preliminary results are now available.

Current Status

A first draft of the report is ready, including the chapter on the costing of these entitlements (Chapter 4).  This chapter was drafted by the LPEM-UI with editing support by the UNSFIR project team. This draft has gone through 2 technical consultations with the immediately relevant ministries. The primary objective of these technical consultations is to ensure that the method of defining and costing the entitlements is sound and can be reasonably argued and accepted.  Both of these consultations were hosted by BAPPENAS, one of the national partner for the NHDR in Indonesia. 

The draft report has also now been sent to a group of readers, which consist of 20 individuals who are considered to be experts in the various aspects covered in the report.  

As inputs and comments are received, both LPEM-UI and UNSFIR continuously worked on the draft, incorporating the feedback received.  At the same time, further work on the physical security part is still continuing. 

The exercise is expected to be fully completed with the completion of the regional consultation around mid-May 2004. 

For the purpose of this reporting, a copy of draft Chapter 4 is attached as the interim output of the work commissioned to LPEM-UI.

