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EMPOWERING MICRO BUSINESS:
Program Effectiveness Assessment of KPN in Lhokseumawe

Jasafat & M. Rida
ITain Ar-raniri /unsyiah

Abstract

Kredit Peumakmu Nanggroe (KPN) is a program providing soft loans with
an interest rate of 5 percent per year which aims to empower low-income
communities, especially victims of conflict and the tsunami disaster in all
districts / cities. KPN initiated by the Government of Aceh since May 2007
in cooperation with the Regional Development Banks (BPD) of Aceh.
Based on recent data, the realization of the distribution of KPN reached Rp
50 billion for 16,857 customers (people). The program initially received a
positive response because they will be able to empower the business
community after battered by the conflict and the tsunami. But after the
program disbursed emerging various problems, so that by the end of 2008
KPN program is suspended. This study aims to look at the effectiveness of
the management of KPN with located in the city of Lhokseumawe. The
research uses a qualitative approach with respondent covering the local
government of Aceh and Lhokseumawe City, BPD Aceh both home and
Lhokseumawe branch office, customers, and elements of society are
engaged in the field of microcredit. The results showed that the
management of KPN has not been effective to empower micro businesses
due to several factors. First, the weak management of BPD in the
management of KPN. The indication can be seen from the low level of
socialization programs; inaccuracies lending; lack of business assistance;
and the lack of monitoring and evaluation. Second, the intervention of the
Governor in operational technical KPN, the form of intervention is mainly
done at this stage of lending, which led to the BPD does not do proper
verification against viable venture capital provided. In addition, the
Governor did not coordinate with relevant agencies to be involved as has
been compiled in the technical instructions. As a result, KPN has not
impacted the program effectively to the development of customer business.

Keywords: Bank, Credit, Micro Enterprises, and KPN
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INTRODUCTION

Government efforts to involve banks in providing micro-credit is one form of economic
policies that open up space for the poor to access capital from banks. This effort must be
preceded by the establishment of an institutional environment that mutually supports the
opening of the banking sector in all economic factors (Nowak 2008: 221). Today,
microcredit programs to increase the income of the poor increasingly emboldened. This is
triggered by the success of the Grameen Bank's Muhammad Yunus in Bangladesh in
elevating the poor people especially women who previously had no access to credit from
conventional banks (Elahi & Danopoulus 2004: 62, Counts: 2008).

However, the success rate of micro loans is highly dependent on the reliability and
integrity of the operational management of financial institutions. In this case, financial
institutions must be able to give proper credit to the business and able to perform the
function of credit with effective supervision through the review, assessment, and
monitoring of customers' capabilities and compliance (Masyhud 2004:256). Because,
basically, more emphasis on micro-credit post-credit supervision functions, to realize it
needed an agency that truly supports the existence of the poor and micro enterprises in a
sustainable manner (Ledgerwood 1999, Morduch 2005).

On the other hand, the role of government is to realize that the creation of policies at the
macro economic conditions that support for micro and small enterprises (MSEs). The
government is not in a position to interfere too much (intervention) in the operations of
financial institutions (Nasruddin 2004:84). Interventions will lead to technical operasioanl!
banking management conditions are not conducive and professional in taking internal
policies. Financial institutions that manage micro-credit program requires a set of
fundamental operational requirements so that it can manage the program on an ongoing
basis. The organization will not be achieved without a solid principles, but this principle
could only be applied by the appropriate institutions (Robinson, 2004:390). These
capabilities will reveal the effectiveness of the programs launched to increase the income
of the poor in a community.

In that context, one bank in Indonesia which has made various efforts to micro-lending on
a large scale of Bank Rakyat Indonesia (BRI), both programs are considered to fail like
BIMAS since 1970-1983, as well as those deemed to be effective as KUPEDES since
1984-1996 (Robinson 2004). In addition, micro-lending efforts are also done at the
provincial or district / city through the financing of the budget revenues and expenditures
(budget) in cooperation with the banks at the local level, both banks and regional rural
banks (BPR). But in many cases these programs are found not effective (Suharjo 2006;
Mubyarto 2004).

Particularly in Aceh, in 2007 one of the micro-credit programs that are triggered by the
Governor in cooperation with the Regional Development Bank (BPD) is a Credit
Peumakmu Nanggroe Aceh (KPN). The program initially received a good reception in the
community because they will be able to minimize at the same time unemployment is
expected to empower the business community after battered by the conflict and the
tsunami. But the post-emerging credit problems, so that by the end of 2008 KPN program
"suspended” for a while, but it is not known in detail the problems that become obstacles
in the field so that the provision of capital to poor communities through a program KPN
no longer drizzle.

Eka (2008: 21) reveals that some micro-credit programs implemented in Aceh after the
tsunami and the conflict there has not been an intensive effort made to test the
effectiveness of program implementation in the field. The absence of a survey result is
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not known in detail the sustainability of these programs as well as the benefits derived by
the public.

Associated with KPN, has not found a comprehensive and in-depth study of various
problems faced by post-launch program, but only a few published opinions in print.
Based on the above explanation, this study is very important to fill the void associated
with the issue. The main problem to be answered in this review is KPN program
management effectiveness in the empowerment of micro, which is focused in the city of
Lhokseumawe. To analyze this problem, there are some research questions posed are: (1)
How is the capacity of BPD in the implementation of the program KPN, related to credit,
business mentoring, and monitoring and evaluation program. (2) What level of
government involvement in the management of KPN program.

This article consists of several parts, the first part will be explained on the principles of
financial institutions and the experience of microcredit financing in Indonesia. Second,
will be described in general about the program KPN. Later in the third section will
discuss the impact on clients KPN. In part four, will assess the capacity of BPD in the
management of the program, see the next part of the five local government involvement
in the management of KPN. The final section of this article contains some. conclusions
and recommendations.

PRINCIPLES OF FINANCIAL INSTITUTIONS AND EXPERIENCE
MICROCREDIT

a. Principle Financial Institutions

Overall program effectiveness is the relationship between output and the achievement of
goals or can also be said is a measure of fulfillment of the output level, policies and
procedures of an institution. A program is said to be effective if the activity has a major
influence on the targets that have been determined (Devas 1989). Goal is achieved or not
is largely determined by the performance of the program. Program performance is the
result of any decisions made continuously. Decision-making is not only based on
considerations of internal programs, but also about the external aspects such as the owner
of the program, creditors, governments, communities and target groups (Helfert 1991).

The effectiveness of credit delivery system means creating a sound credit management
system and regularly so that minimize the risks faced by financial institutions to credit the
disalurkannya. In analyzing the customer as one of the responsibilities of risk
management to avoid the occurrence of non-performing loans, the financial institutions
should be selective in choosing clients by not ignoring the principles of lending (Dahbul,
2005). In addition, the financial institution's operational policies require management
strategies relating to general and risk management.

b. Microcredit Financing Experiences in Indonesia

Indonesia is known in the eyes of the world as a home for sustainable microfinance
system with a variety of commercial microfinance institutions in almost all regions.
Indonesia has a long history of microfinance institutions, particularly financial institutions
that operate in the rural originated in the late 19th century are generally referred to the
Rural Bank (RB) (Robinson: 2004: 103). Bank's operations are moving to reach out to
micro, small and medium enterprises (MSMEs) in the districts or rural areas. While
commercial banks are engaged in the empowerment of the largest micro-enterprises and
has a long history is Bank Rakyat Indonesia (BRI).
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Various programs have been implemented with the conditional changes based on
experience in realizing the success of the program. Since 1970-1983 with BIMAS
program that is considered failed, and who are considered effective as KUPEDES since
1984-1996, as well as savings mobilization program heavily in the village that is named
Simpedes 1984-1996.

Below will be presented several factors that cause failure and success of the program
BIMAS KUPEDES program implemented by the BRI:

CAUSAL BIMAS KUPEDES
FACTORS
Sources of Finance Bank Indonesia Bn Savings Unit Desa
Credit risk borne by [BI 25 percent; the Ministry of Finance

of 50 percent; BRI 25 percent BRI 100 percent

Borrower Selection |Committee of government officials BRI Unit Desa staff and for
larger loans branch

oversight

Distribution Not reach many poor farmers In accordance with a
Appropriatement ipredetermined target
Credit Range Just for farmers All business sectors 7
Human Resources Do not have an organization, human BRI Unit Reorganization

resources, or motivation of the massively

management of BRI Units
Credit Subsidy Interest rates on government subsidies [No subsidized loans
Monthly interest rate |1.0 percent V 2.8 percent
The share of units |0 percent (1983) 98 percent (2000)
that benefit
Scheduling non- Poorly planned and encourage corrupt |Timely payments standstill

performing loans practices

Payment schedule  |One payment at the end of the loan Tersedit options, the most

popular monthly
Disbursement back {In the form of goods / cash In cash / cash 7
Bad credit 51 s/d 55 per cent (1983/84) The ratio of long-term loss
, of 1.9 percent (2000)
‘Advantages / - Rp. 12.6 billion (1983) Rp. 1160 billion (2000)

Kerugianunit village |
Sources: Robinson (2004)

In an effort to improve the success of empowerment of the poor, need to see the findings
from the SMERU team of Planning and Budgeting in the Regional Poverty Reduction
Strategies: Which is the Best Time Pattern?. Revealed that there are some weaknesses in
the preparation of planning and budgeting of poverty reduction strategies for this are (1)
institutional aspects of poverty reduction, (2) policy and program budgeting for poverty
reduction, (3) human resources, (4) data and information about poverty , and (5)
monitoring and evaluation (M & E) of poverty reduction policies and programs. For that,
specifically related to monitoring and evaluation, can be done internally, externally, or
independent. Besides it can also do assessments on policies and programs. As a result of a
monitoring and evaluation is necessary to award (reward) or sanctions (punishment). To
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perform this monitoring and evaluation function, the role of various institutions is very
important. These institutions is the Commission, the Regional Supervisory Agency
(Internal Audit Agency), universities, independent monitoring group, Public Complaints
Unit (UPM), society in general, and donor agencies (SMERU: 2005).

Specifically related to credit program for poor people in the region (province / district)
are programmed by the local administration in cooperation with local banks found to be
effective. Jakarta Government in fiscal year 2000; Government of Central Kalimantan in
2001; Government Gianyar, Bali, with the name "Movement Gianyar Sejahtera” (Suharjo
2006). So also is conducted by the West Kutai District Government in collaboration with
the Bank BPD Melak (Mubyarto 2004). This is because the bank's lack of partiality to the
poor, with an indication that society is still difficult to access capital in the bank and its
lending programs have not hit the mark, as well as program management methods that are
not sustainable. The condition is aggravated because of BPD in some areas do not have
the organization (unit) at the village which also lack adequate human resources (HR) staff
in program management. While in Aceh, in 2001 Government had launched the
Economic Empowerment (PER), based on Bureau of Economic Secretariat report Aceh
program deemed a failure, the amount of PER funds are not returned by customers
reached 37 billion from 47 billion to be distributed. This program is a failure in the
absence of a pattern and a clear system of implementation of the program during
implementation in the field.

PROGRAM OVERVIEW KPN

Kredit Peumakmu Nanggroe (KPN) is a term Language of Aceh, which in the English
language means "prosperity of the country credit". KPN initiated by Governor Yusuf on
May 8, 2007 after he was first elected as governor of Aceh after the Helsinki MOU
agreement between the Government of Indonesia and Free Aceh Movement (GAM) for
small micro entrepreneurs economically weak groups. Rationale for the birth of KPN
program because of the unavailability of employment and poverty issues in conflict and
post-tsunami Aceh.

Allocation of funds sourced from BPD Aceh with coverage program for all districts /
cities. KPN in the plan using a system of cooperation between the BPD with the Aceh
government and agencies and related institutions in the ranks of district / city. BPD has a
duty to provide funds in the form of working capital loans to entrepreneurs individual /
group micro and small enterprises (MSEs). Then coordinate and facilitate education and
training programs to enhance the ability of clients in the areas of business management.

While the duties of the offices or agencies within the scope of the cities / counties are: €))
Provide training and technical counseling and guidance to micro and small entrepreneurs.
(2) Provide information sector / subsector leading to the development of MSEs. A3)
Conducting studies, among others, Basic Economic Potential Research Areas / BLS
(Baseline Economic Survey) and a viable commodity research financed by the bank. “
Strengthening institutional infrastructure related sectors in order to assist banks in
channeling capital to success. (5) Provide letters of recommendation are considered
worthy of the effort to be funded.

KPN in the plan is for individuals and groups. Credit ceiling provided for individuals up
to Rp 15 million, while for groups (5-10 people) to Rp 100 million. Credit period to 24
months with fixed installment system, weekly, monthly, quarterly, or semester. KPN
interest set at 5 percent. KPN does not use patterns in lending guarantees, risk financing
entirely the responsibility of BPD.
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Once launched, the public interest to get a very large capital, is evidenced by the large
number of people who come to the BPD. Funds are channeled for the year 2007 reached
44.6 billion. After one semester of credit, it seems that KPN does not run well. Indication
of a problem can be viewed by BPD Bank report in July 2008, where non-performing
loans reached USD 8.8 billion or 9.5% of the total funds have been distributed to all
districts / cities.

Special Lhokseumawe, KPN ceiling as much as 3 billion for the first phase has been
disbursed to 642 clients from 15 483 proposals, from June 22 until August 24, 2007
(Porch August 31, 2007), delinquent customers in the first phase reached 50 percent
(March 4, 2008 Alert). The amount of these arrears exceeded the tolerance limit of the
Bank Indonesia (BI) on the maximum percentage of non-performing loans (non-
performing loans / NPLs) amounted to a net 5%. As a result, BPD is no longer distribute
KPN in 2008, although it has been planned to be disbursed loans amounting to 50 billion.

THE IMPACT OF KPN ON CUSTOMERS

a. Types of Capital Utilization :

Venture capital utilization of the customer recognition program according to the KPN;
sebayak 44 percent use credit for business capital, while the use partly for business and
some consumer as much as 48 percent, and for only 8 percent of total consumptive. This
type of capital utilization for consumptive use in the health field as much as 29.6 percent,
25.9 percent of the purchase of electronic goods; foodstuffs 22.2 percent; 18.5 percent of
education costs, and purchase of transportation equipment (trains) 3.7 percent.
Furthermore, as much as 93.3 percent of respondents admitted that funding for the
consumptive use of disposable low, only 6.7 percent who said that is stored in the form of
savings that can be used for the needs of the next period.

b. Customer Business Development

Efforts to increase the income of low-income communities through the program KPN
with venture capital credit system has not run optimally. Customer business conditions
can be seen in the table below:
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Recipient KPN Business Conditions

In general, the business carried on by the customers existing prior to the capital by 86
percent of KPN, KPN can ahead as much as 10 percent, and the remaining 4 percent can
open a business after KPN. While the market opportunity, a good 22 percent, 46 percent
normal, and 32 percent uncertain. Pemasarana about the product, in the village of 32
percent, 42 percent inter-village and inter-district only 2 percent. While current conditions
customer business casual category as many as 46 percent, then 28 percent of businesses

were closed, the business increased by 20 percent, the remaining 6 percent said their
business declined.

To determine the success rate of business community, the author examines the efforts to
compare conditions before and after receiving KPN. These conditions are grouped into
several categories namely: business premises, production equipment, raw materials, sales
turnover, profit business, labor, capital accumulation of the businesses, and kind of
business. Overall, business conditions from 72 percent of respondents whose business is
still running can be seen in the table below:
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From the comparison the overall category of business conditions before and after
obtaining the capital of KPN program shows that only 23 percent of his business
increased, which decreased by 13 percent, the rest as much as 64 percent who claimed
that his business is still no change before and after receiving KPN. This condition
indicates that an increase in community income through KPN has not run optimally,
assuming 64 percent of customers did not experience an increase in business.

THE CAPACITY OF BPD IN MANAGING KPN

a. Socialization Program

Micro-credit program will be implemented effectively if the socialization programs can
be implemented as a whole for the business. Knowledge of the purpose, scheme, and an
absolute credit ceiling must be known completely, so that the funds / capital can be
utilized in accordance with the design and achievement of program objectives as
established.

In this regard, knowledge of customers to KPN showed that the aspect of purpose, terms
and payment terms are relatively good. As many as 80 percent of respondents know the
purpose KPN, 94 percent claimed to know the requirements to get credit and 76 percent
of respondents knew that the loan payment period. Relatively good knowledge of
respondents on three aspects of the above because informasinyta is general and easy to
spot.

But on the more technical aspects, such as interest rate and credit ceiling, the knowledge
of respondents are relatively less well. A total of 58 per cent claimed not to know the
level of interest rates as much as 94 percent of KPN and do not know the credit ceiling is
provided, both for individuals and groups. Worse yet, there was a maze of information,
especially about the source of funds KPN.

Recognition of the respondents when asked KPN funding sources, as many as 62 percent
of respondents said that KPN funds sourced from the Governor. Though the source of
funds KPN entirely derived from BPD, not from the Governor or the State Budget
Expenditure (APBD). This perception illustrates that socialization has not touched the
whole client, a false understanding of customers will affect the level of success of the
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program. If the customer understands that KPN funds from the governor instead of the
BPD, then it is considered KPN grants from the government, this will affect the aspects of
the use of funds and loan repayments.

Related to the above data, it can be concluded that the socialization of the program is not
designed well and the media used for socialization is very limited, only through the mass
media. Utilization of village-level regional leaders who have direct influence on society
not used to be involved in the socialization program.

Karenaya, model selection and dissemination of effective media is the first step that needs
to be designed so that the targets of socialization can be achieved. The effectiveness of
dissemination methods will determine the size of how people can get ideas submitted by
the originator of the program. Media and tools that are familiar with the community
should be utilized so that the information delivered can be absorbed directly and easily
understood.

b. inaccuracies of KPN Distribution System

One aspect is the assessment of BPD in KPN is the preferred distribution to customers
that have a collateral, both in terms of priority to get credit and the amount of capital
provided. As recognition of the respondent, s ebanyak 78 percent of respondents said that
the BPD require collateral as a prerequisite for KPN, only 22 percent of respondents who
claimed no collateral required. Some customers do not provide collateral, although
requested by the BPD, they protest to the BPD, because according to respondents in a
statement the governor and some other information that they read in the media that the
program KPN are not required to submit collateral for earmarked for the poor.

Comparison between existing customers collateral and no collateral, namely: as much as
58 percent have a collateral, the remaining 42 percent claimed not to have collateral.
Collateral value of between 6 million up to 735 million dollars, with the average value
reached 121,379,310 dollars. The amount of capital that have no collateral and no
collateral is also very varied, for those who have capital collateral provided between 5 to
10 million, while those not having collaterals between 1.5 million to 4 million. While the
collateral in the form of a letter home / land as much as 76 percent of motor vehicles and
property rights as much as 24 percent.

Determination of collateral as a condition of a capital gain distribution has implications
for inaccuracies KPN, KPN because it is basically intended for the poor, while they do
not have collateral so it is very difficult to obtain or prioritized as recipients of KPN.
Conversely, people who are able collateral will be easier to access to the bank, there is
even a society which is estimated to reach 735 million collateral in the form of certificates
of land and houses. In fact, the BPD still give credit walalupun can be ascertained that the
owners belong to the circle of people who should not be prioritized able to acquire KPN.
Another thing that also underlies the inaccuracies associated with this type of lending,
venture-funded, more on one type of business the shop by 36 percent. Financing stacked
on one or two types of business it will ignore the other fields are more likely to develop.
In addition, the business sector financed from KPN programs do not notice the base
sector development (export). Financing is only short-term impact and not make the
volume of economic activity increases permanently. Business units that assisted it can
sometimes develop, but with the victims units similar effort in a region, so most
businesses into bankruptcy because it could not compete. This occurs because the total
purchasing power for goods and services has not increased. If the number of businesses
increased but the total purchasing power does not rise, average revenue per unit effort
declined (Robinson, 2007: 63).
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This statement is in accordance with the facts in the field that the main constraints faced
by the respondents is the number of similar efforts (60%), the situation is of course
resulted in increased competition which led to the development of business does not run
well, even there are some businesses that should be closed after a KPN as having losses.

¢. Training and Business Assistance

To support the success of the business of credit recipients, the BPD should provide
training on how to manage capital community, including helping develop the business
carried on can evolve either according to the type of business. Mentoring and training
aims to provide a more thorough insight and actual; to motivate; also expected to have
mastery of theoretical knowledge about business techniques in various aspects. Through
the training of entrepreneurs get tips that should be executed, so as to avoid the possibility
of failure in business management (Moses, 1997: 143).

In addition, a single approach to financing micro-credit will not solve the problem of
poverty. This issue can not be approximated by using only purely economic approach,
because it's when capital assistance has been given, but many are also used for the benefit
beyond the business sector (Moses, 1997: 103). One success factor is the assistance in
full. In this way, expected utilization of capital can be better guarded (Republic a May 18,
2009).

KPN program basically designed with a mentoring system in collaboration with relevant
agencies within government ranks of city / county. But the concept of mentoring is not
running at all, so that efforts to increase the capacity of receiving credit in developing the
business is not running. In fact, these assistance efforts can be realized by opening space
for participation of all parties involved in realizing the success of the program.

In fact, capacity is an important effort for the creation of business units more
independent, sustainable, and ready to grow and compete. BPD should facilitate increased
capacity and simultaneously push the certainty, protection, and business coaching. This
ensured the creation of entanglement and the climate / situation conducive between
clients with BPD. This attachment can minimize the occurrence of irregularities
programs, such as capital utilization are not well targeted and high credit levels. Since
one of the indicators of program success is the creation of mutual trust between customers
and lending institutions (Anton, 2007: 25).

d. Monitoring and Evaluation Program

In the implementation of the program, BPD only perform the function of capital
distribution only in the absence of monitoring and evaluation. As many as 94 percent of
respondents admit that I never visited by the BPD for monitoring or billing business bad
debts. This resulted in the program did not work out as planned and even pose some
problems, such as 28 percent of clients have shut down the business; types of capital
utilization that is not appropriate, even the occurrence of large non-performing loans,
where only 18 percent of current customers who pay off loans.

Regarding the level of loan repayments, the authors classified in the category three,

namely:

1. Current as much as 18 percent. Ie customers who pay off the loan in accordance with
payment terms, or customers who already pay the loan is paid off.

2. Tersenda rattling as much as 42 percent. Ie customers who pay credit is not smooth
and not in accordance with the payment period.
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3. Stalled as much as 40 percent. Ie clients who did not pay the loan or credit to pay
only 1 or 2 months only.

While the reasons customers do not pay the mortgage loan is very diverse, ever claimed
there was no money that is 29 percent, the next attempt failed and the business declined
respectively 22 and 17 percent, not a priority for 15 percent, which considers grants
reached 12 percent, and the latter deliberately not paying just 5 percent. Although many
of the delinquent customer KPN credit, but the BPD does not make maximum efforts to
deal with problematic credit indicated. According to customer credit and halting traffic,
70 percent said they have never visited by BPD.

Exposure to the above shows that the BPD has not made best efforts to cope with bad
credit. Conditions such customers deviation from the provisions of the loan agreement
and a decrease in financial conditions is an indication of the irregularities that must be
addressed proactively (Siswanto: 2008, 32). According to the BPD, the weakness is due
- to staff limitations. Generally the staff were stationed at the district level units of BPD are
very limited, only 1 staff to handle the demand for credit is quite a lot. Motivation of staff
is also very weak in the management of the program. In addition, poor technical
preparation program implementation in the field to be another cause of these programs
are not effective. These weaknesses affect not only the BPD as the executor of the
program, but also against the governor because it was considered the failure of KPN.

ROLE AND INVOLVEMENT IN LOCAL GOVERNMENT MANAGEMENT
KPN

a. Interference Against Governor Impelemtasi KPN

Intervention (intervention) the Governor in the execution of KPN occurred at the stage of
credit through direct personal contact to the BPD to speed up the disbursement process.
This resulted in lending does not meet the standards set by the bank. On the one hand, the
bank as the executor of the program need to verify the maximum of the capacity of clients
and business feasibility. On the other hand the governor wants to speed lending to banks
can not work optimally.

The governor's personal intervention also occurs through the mass media, saying it
“vulgar" that anyone who does not return KPN will be dealing with the law and jailed.
The statements set forth in Serambi Indonesia are as follows: "Want to select a
prosperous or select a prison? This is not just bluffing, but I would really carry out
"(Porch June 11, 2007).

It gives confidence to BPD that the governor will be fully responsible if KPN in
implementation failure. But till date no action against a delinquent customer's mortgage
payment. According to some village head, for customers such statements are just scare it,
the customer believes it is impossible for the governor to arrest them simply because the
credit problems.

b. Synergy in Management of KPN

Cooperation among various stakeholders in the delivery and monitoring of micro-credit
program is something that absolutely must be pursued intensively. In view of this aspect
of cooperation, communication channels to engage the various parties has not run
optimally. Though the community's business development efforts must involve all parties
and the intertwining of intense communication, because the behavior and the model
community of a region may not be known by one party alone, but is highly dependent on
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knowledge of the various parties, especially the local level on the location or area of the
program is run.

Even worse, the ranks of his own government that in fact the originator of KPN, is not
actively involved in the success of the program KPN. For example, according to the
recognition of the Head of Economic Bureau, they do not know at all related to the
program KPN because it is not involved. Whereas the structure of the Government of
Aceh, should the Bureau of Economic become the primary engine to handle the KPN.
Likewise, cooperation between agencies and other relevant institutions by region is also
not as it has been compiled in the technical guidance KPN. And if the agreement is valid
will enable our customers more empowered.

Policy delivery mechanisms that are not appreciative also a critical success factor of the
policy. Similarly, the bureaucratic attitude of the 'rule', feel better to know, and 'get
served' is another problem in policy implementation. Attitudes are often times will affect
the effectiveness of the program (Bayu; 2001). On the basis that, should the government
(governor) does not involve itself directly in the program's technical operasioanal,
especially by using BPD Bank whose shares are owned by local government.

Government should be able to learn to remember in this context that most efforts to
provide credit to the community, especially the rural areas experienced many failures,
imaging is not relevant because society considers credit subsidies in relation to the grant.
Basically the failure credit subsidy encourages more complicated in the empowerment of
the poor. (Robinson: 2001, 145)

Usually, in many cases the credit-subsidy, after the failure, the Government will stop the
program, instead of looking for new formulas that might be developed to exit from the
program design is wrong. This situation is also experienced by KPN program that was
stopped for capital by the BPD because it considers the implementation of the program is
not going well. The case is of course a disadvantage is the poor, since access to the bank's
capital more difficult. Basically, no continuation of KPN, the loss not only for society but
also the government for failing in improving the local economy and reduce
unemployment.

CONCLUSION

KPN has not been able to become an effective program for the empowerment of the
community. This happens because of poor management of BPD as a program manager.
This visible indication of: (a) levels are very low socialization programs in the
community. (B) The lack of training and mentoring to clients. (C) Monitoring and
evaluation program is not implemented. This weakness led KPN does not have a positive
impact on business customers. This failure is also evident from the occurrence of bad
loans that are not addressed properly.

In addition, the program KPN impressed as a program of "populists" of the local
government to improve its image in the eyes of society by applying the pro-poor
programs that were promised when campaigning. Actually, populist program is not a
problem when it can run effectively and can actually improve the economy of the poor as
its intended purpose. However, KPN has not been effective due to various issues
surrounding not completed immediately. Impressed by the omission of various issues by
the Local Governments concerned with KPN. The occurrence of inconsistencies in
providing good solutions in the early stages of the program and post program indicated
the existence of inequality in the field. Therefore, poverty alleviation programs should be
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organized in a systemic and integral, not temporary and partial, so far from being
pragmatic and political. '

To realize the sustainability of the program, provision of capital should be coupled with
political will of government through policies that can create a conducive economic
climate and management of programs in a transparent and credible. Therefore,
community empowerment program in order to get out of poverty is not enough provision
of capital alone, but must be accompanied by an institution that can perform their
functions in the management of sustainable micro-credit program, which keeps people
from getting deeper into debt pile further impoverishing them.
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