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YANUAR NUGROHO, TUSY AUGUSTINE ADIBROTO,
JIMMY TANAYA, DWITRI AMALIA, AND IRSAN PAWENNEI

Why Does Innovation Matter for
Inclusive Development?

Some Evidence from
Contemporary Indonesia'

Innovation for Inclusive Development (IID) has emerged as
a growing interest, bringing together innovation studies and
development research. Its basic premise is that innovation can
and should play a central role in making development more
inclusive. Using the secondary data of 250 initiatives reported
by academia, civil society, businesses, and government in
Indonesia, along with few selected case studies, this paper
aspires to understand the characteristics of [ID. We gather a
plethora of practices across sectors and actors, geographical
contexts, and development agendas. We found that at
the core of IID is the attempt to widen people’s access to
developmental resources, and to deepen their participation in
decision-making and improving their livelihood. Arguing that
different perspectives are needed when examining initiatives
and their implications at different levels, the paper offers an
insight into what makes the IID initiative more likely to succeed
or otherwise, and calls for further research in this field.
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INTRODUCTION

Development is a key agenda across the world and applies to every
country, whether they are classed as developed, developing, or less-
developed. In the beginning of the 21st century, a global blueprint
was agreed upon: the Millennium Development Goals (MDGs). The
MDGs aspired to tackle extreme poverty and at the same time promote
education, gender equality, environmental sustainability, and global
partnership (Sachs and McArthur 2005). In order to achieve these
targets, many developmental actors and stakeholders needed to be
involved to ensure that opportunities were not missed and that no one
was left behind in both the process and outcomes of development—
ultimately to make development more inclusive.

In June 2013, the report of the High-Level Panel of Eminent
Persons (HLP) on the Post-2015 Development Agenda, entitled “A
New Global Partnership: Eradicate Poverty and Transform Economies
through Sustainable Development,” was launched as one of the inputs
for the global debate on what the next development agenda after
2015 would be. The report envisages a world in 2030 that is more
equal, more prosperous, more peaceful, more just—a world where
development is sustainable (United Nations 2013a). It emphasizes
the need for inclusive growth that could be achieved by transforming
economies through creating opportunities for good and decent jobs
and secure livelihoods, and by doing so, ensure poverty reduction and
address inequality. Development, in this regard, is inseparable from
inclusiveness.

A key to achieving development is to take advantage of innovation.
To borrow HLP’s expression, innovation is essential for economic
transformation, which is the engine of modern development (ibid.).
The importance of “innovation for development” has indeed become
more prominent, as suggested by Fagerberg and Verspagen (2002).
Furthermore, the Organization for Economic Cooperation and
Development (OECD 2013) also argues that innovation has been
pivotal in economic development. However, development is not only
about economic growth or gains. Development also means a fair
distribution of well-being in society (Rauniyar and Kanbur 2010). The
better well-being is distributed across society, the more inclusive the
development is. This is the lens through which innovation activities
could be interrogated to see the extent to which they do foster
inclusive development.
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We present some evidence from Indonesia in our attempt to
understand innovation for inclusive development (IID) in a specific
setting. Even before the MDGs, poverty alleviation has been central to
the development agenda in Indonesia, due to the scale and magnitude
of poverty in the country. The attempt to identify evidence of IID
therefore needs to be understood within this context. We anticipate,
and later confirm, that many innovation initiatives that are aimed at
inclusive development are scattered geographically and also involve
very diverse stakeholders. We discover that a number of innovation
initiatives that aim to reduce poverty and empower the poor are carried
out by ministries, regional governments, academia, businesses, and
civil society organizations (CSOs). What this paper endeavors to do
is to map and review innovation initiatives which can be categorized
as IID. Such mapping is important in order to offer some policy
recommendations. Not only is it important to learn from the range of
IID initiatives, but there is also a strong need to design new policies in
a process that is open, inclusive, and evidence-based.

Prior to our findings, we found that some IID practices in
Indonesia are concentrated in some regions that have been the loci
of development in the country for decades. This finding is rather
intriguing for us: if IID is aimed at making development more
inclusive and equal, we would expect to find initiatives spread across
the country, particularly in less developed regions. This research reveals
that while there is a plethora of IID practices across sectors and actors,
geographical contexts, and development programs, these do tend to be
concentrated in specific locations. Based on the field data collected, we
attempt to construct what might constitute key success factors in IID
initiatives in Indonesia. We look at the ways in which the notions of
innovation and inclusive development are operationalized in the field.
We categorize IID initiatives according to the characteristics of the
actors and examine the main dimensions of innovation, namely, the
means (innovation types), the ends (inclusive development measures),
and the channels (roughly following Lundvall 1992). We found that
in carrying out their initiatives, different actors face a unique set of
drivers and barriers, including certain policies that could either foster
or impede the innovation process.

To present a map and evaluation of IID initiatives and policies
in Indonesia, some concepts related to IID will be discussed in the
next section. The third part outlines the research methods before
explicating findings and discussions on the landscape of IID initiatives
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in the fourth section. The paper concludes by drawing some reflections
and outlining the way forward.

UNDERSTANDING IID

Departing from an authoritarian, centralized governance to an aspiring
democratic one is a task made possible by a number of opportunities
in Indonesia: liberalization of the private sector, freer competition
enabled by opening the gates for international trade, and nationwide
social movements which have led to the progression towards a more
empowered state. This wave of change brought the country a steady
economic growth at 6.5 percent on average from 2004 to 2012 (World
Bank 2013). Managing to survive the 2008 global financial crisis, the
country of 250 million people is now a leading example of a developing
economy with emerging needs and challenges for its developmental
agenda.

In a setting where economic growth is evident, the notion of
development begs further reflection. Sustained economic growth, often
tocused on financial terms and measured through income level, does
not always imply positive development. An income rise in one group
of society can serve to increase inequality across the whole society. This
gap is further widened by the constant push of a consumptive economy.
But of course this paradox—growth versus inequality—often requires
a non-linear explanation. In terms of innovation, the notion of growth
(Rauniyar and Kanbur 2010) has perhaps become rather outmoded in
understanding I1ID.

At the core of IID is an attempt to address development problems
that continually grow. Among the most alarming are the economic
gap and levels of inequality. IID is therefore mainly about new ways
and approaches in delivering development programs that help tackle
challenges such as reducing poverty and enabling all social groups to
contribute to its process (International Development Research Center
[IDRC] 2011, 8). In this regard, the term “innovation,” too, might
find new meaning. Defined in many ways (see Kadiman 2008, World
Bank 2010, IDRC 2011, among others), innovation is concerned
with novelty, new ideas, technology, or new ways of doing things in a
place where they have not been done before (Spence 2008). Perhaps
by virtue of technology, the majority of innovation practices and
scholarship have long been mainly about technological innovation
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and concerned with the domain of business and industry (O’Sullivan
2008). It is in the developmental context that innovation now also
matters beyond those domains. With the existing gap between wealth
and equality, there is a need for innovation to help make development
more inclusive, i.e., to reach wider groups of society and to contribute
in overcoming development problems (Rauniyar and Kanbur 2010).
'This is what IID is all about.

In this regard, innovation is always a means to an end, i.e., it ensures
development benefits from the use of new methods and technologies
in order to make its outcomes felt by more people. The idea of
development, dominating the world’s discourse since the aftermath
of the Second World War (Nisbet 1979), has been translated in many
ways—from the Marshall Plan to the MDGs. The MDGs are perhaps
the most “innovative” way to attempt to “orchestrate” development
across the world through “goals and targets” at the global level (Hulme
2015). The whole discussion of the Post-2015 Development Agenda,
perhaps pioneered by the HLP, takes this further: pushing the idea
that it is not only goals/targets/indicators of development that matter,
and that they will not be considered achieved, unless “they are met for
all ... social groups” (United Nations 2013b, 17).

Here comes the challenge: how can we ensure that the development
targets are achieved by all social groups? Despite innovativeness in
formulating development goals at the global level, the challenge
remains: at the national level, development practices, and sometimes
also policies, are often carried out in a traditional, less progressive,
and less innovative fashion. Despite billions of dollars poured into
poor countries, poverty remains the most obvious problem on earth;
despite numerous efforts to foster economy, the inequality gap widens;
despite the understanding that we only have one planet to live on,
we are exceeding our planetary boundary in developing it. While Sen
(1999) argues that development is the foundation on which the society
garners freedom in deciding their own lives, and Friedman (2002)
believes that development is about empowerment of society, it is clear
that it needs to be more innovative, sustainable, and inclusive.

Fagerberg et al. (2010) state that innovation, which is quite
widespread in developing country firms, is often associated with
higher productivity and, just like in the developed part of the world,
is dependent on the interactions with other private and public actors.
Innovation that embraces local actors is key to the sustainability of
development initiatives and is central to the effort of narrowing the
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socioeconomic disparity. Microfinance in Asia or mobile payment in
Africa M-PESA (Hughes and Lonie 2007) are often cited as examples.
The duality between global-local, or “glocalization,” is perhaps what
constitutes the most important part of IID. However, this subject
is still understudied, and the link between innovation and inclusive
development is not yet fully explored, let alone established. This paper
attempts to address some questions of social and economic progress
through the lens of innovation, taking the case of Indonesia.

In Indonesia, where poverty alleviation remains the main
development agenda, IID has yet to become the mainstream approach
tor development programs or policy. However, numerous initiatives
attempting to address welfare inequality in the country actually are
in accordance with the principle of IID, despite lacking exposure and
analysis. There are two types of innovation, i.e., product and process
innovation (Tidd et al. 2005). Products are “ends” and processes are
“means” (to an end). While new products are often seen as being at
the cutting edge of innovation in the marketplace, process innovation
plays just as an important strategic role. In terms of the level of
significance, Oyelaran-Oyeyinka (2006) acknowledges that innovation
has several characteristics, prominent among which are uncertainty,
interactive learning, and the degree of innovativeness, which lead to
the characteristics of radical and incremental innovation. Radical
innovation has unique features, leading to fundamental changes
of (usually) global significance. On the other hand, incremental
innovation has a number of attributes, such as small improvements
in product or service design and quality, production processes, or
the way in which the production is organized; as well as changes to
maintenance routines that collectively modify products and processes
to bring costs down, increase efficiency, enhance welfare, and ensure
environmental sustainability (ibid.).

Measuring innovativeness through three measures, i.e., new
methods/schemes, new deliverables, and new partnerships, we take
on the modified triple helix model which expands the university-
business-government model (Etzkowitz and Leydesdorft 2000) to
also include civil society sectors (Amir and Nugroho 2013, Rigby et al.
2013) despite the fact that in Indonesia, civil society and academia are
often seen as one. The use of a modified triple-helix here is not meant
to be a conceptual basis for analysis, but rather a tool in understanding
the developmental context in investigating the empirical evidence (as

explicitly suggested by Amir and Nugroho [2013]).
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Drawing on the characteristics of innovation from those actors,
we examine how their initiatives lead to the improvement of society’s
quality of life through three central means of innovation, i.e.,
technological application, community empowerment, and change in
economic income channels. We then evaluate inclusive development
using a number of proxies, namely (1) education, (2) health, (3) living
standards, (4) personal security, (5) opportunity, and (6) environmental
sustainability. This stems from an understanding of development that
views the notion of economic progress through a multidimensional
outlook, not tied merely to an increase in real per capita income
(Rauniyar and Kanbur 2010).

The incorporation of education and health proxies originate
from the well-being perspective that ties closely with development.
Using the basic measurements for development, several popular
development indices such as the Human Development Index (HDI),
Multidimensional Poverty Index (MPI), and OECD Better Life
Index include the education dimension as a proxy for development.
'The Social Progress Imperative (SPI), HDI, and MPI also include
health and living standards as crucial indicators of development.
The Legatum Index and SPI also explore development through the
perspectives of society’s standards in personal security, opportunity
level, and environmental sustainability. Based on the indices
above, we group the most prominent instruments to help denote
development markers.

RESEARCH METHODS

We use a mixed method approach, employing a quantitative research
method to interrogate the landscape of IID practices in Indonesia,
and a qualitative one to evaluate the practices. The former utilizes
surveys and focuses on mapping various IID initiatives, whilst the later
mobilizes qualitative data from interviews and focus group discussions
(FGDs). Both qualitative and quantitative data were collected and
analyzed between May to September 2013.

As the notion of inclusive development is relatively new and still
rather rarely used in Indonesia, we collected data about IID projects
through some proxy keywords such as community development,
corporate social responsibility, and poverty alleviation. Although these
proxies may not perfectly reflect the notion of inclusive development,
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we offer a number of explanations. First, we argue that in the absence of
a commonly agreed definition of IID and with the similarities between
IID projects and the aforementioned keywords, these proxies provide
away to observe IID or IID-like projects in Indonesia. Secondly, these
proxies are better understood by the respondents in the local contexts,
and are arguably therefore more likely to identify more IID-related
practices.

We are aware of the decision to combine the survey and case study
and that this might risk us being caught between the macro sociological
presentation of the issues or their detailed presentation. This will
happen if we fail to synergize our general datasets obtained from the
survey with detailed information from the case studies. Therefore, we
aim to use the data as the context within which we present the case
studies and subsequently focus on the uniqueness of each case to draw
the lesson learned.

Overall, the survey collected 1,825 IID projects from 33 provinces
across Indonesia, of which 1,112 (60.93 percent) are initiated by
government, 392 (21.48 percent) by civil society and academic
organizations, and 321 (17.59 percent) by private sector institutions.
This data was collected through a mixture of resources, including
first-hand and secondary databases. With this strategy, our focus is
not particularly the representativeness, but rather that this is zbe first
attempt in Indonesia to collect data of this sort. This research therefore
by no means aspires to put forward a full representation of IID practices
in the country. Rather, it aims to offer a glimpse into the practices in
our attempt to lay down a baseline for further research in this area.

Following the literature review in the previous section, returned
survey data was coded into three categories, i.e., types and forms of
innovation, components of inclusive development, and characteristics
of IID. The type and forms of innovation consists of product,
process, radical and incremental innovation, and captures innovation
aspects of inclusive development practices. The components of
inclusive development consist of education, health, living standards,
opportunities, personal safety, and environmental conditions. As
such, it depicts various objectives of inclusive development practices.
Finally, the characteristics of IID referred to in this research consist
of technology, community, and income channels, which reveal the
medium of inclusive development practices.

Interviews were used to explore the perspectives of benefactors
and owners or initiators of IID projects. In total we conducted 20
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interview sessions to build three cases, namely, Bantaeng, Ciptagelar,
and Probolinggo (see table 1). All interviews were transcribed in
verbatim and coded. We followed the method of latent coding for the
interview transcripts. As we applied latent coding that briefly refers to
“the characteristics of the response coded were not explicitly called for
by the questions themselves” (Aberbach and Rockman 2002, 675), we

derived themes and categories inductively.

Bantaeng Ciptagelar Probolinggo

Interview participants 9 8 7
FGD participants 22 10 10

Table 1. Participants of the interviews and FGDs for the case studies.

The FGD format was used to confirm and reflect on research
findings, and as such, it strengthened the reliability of the qualitative
data. Some participants of the FGD sessions were selected from the
interviews in their individual context setting based on their role in
and influence on the project. There were at least five topics discussed
in each FGD session, which were related to the interview questions.

FINDINGS AND DISCUSSIONS

In each section below, we present the findings from the survey
tollowed by a particular relevant case study. This way, not only will
the case study be the “zoomed-in” view of what the dataset tells us, it
also complements the analysis by presenting different, more detailed
perspectives of each IID initiative or undertaking. This will be the most
valuable part of the study in identifying further research in this area.

CASE 1: THE SPREAD OF IID INITIATIVES
LED BY THE GOVERNMENT

Like many other developing countries, the Indonesian government
has committed to improving the livelihood of its citizens. Given their
capacity, a number of state agencies and government institutions have
taken part in various poverty alleviation initiatives. A purposive survey
of a number of government institutions, which are currently the major

Why Does Innovation Matter for Inclusive Development? n
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hubs for poverty alleviation programs as well as science and technology
applications, counted 185 initiatives.

We found that the concentration of government-led initiatives
is relatively equally distributed across the country. This might be due
to the decentralization of the government that started in early 2000
following the 1998 reform. The decentralization policy, consequently
and forcibly, spreads the development across Indonesia. Nevertheless,
most IID initiatives still tend to be concentrated in regions with better
developmental resources such as infrastructure, funds, and responsive
provincial/district governments. Figure 1 shows that this is the case
in provinces in Java, such as Jakarta (JKT), West Java (JABAR),
Central Java (JATENG), and East Java (JATIM), in addition to a
more developed province in Sumatera (SUMUT). As depicted below,
areas with flat lines might indicate the lack of government capacity or
support to implement IID initiatives.

Our data shows that government-initiated IID initiatives are
dominated by process-oriented incremental innovation. Most of
these programs have created job opportunities and therefore increased
the economic income of the locals. These incremental innovations
are perhaps the consequences of the nature of the government’s
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Figure 1. Spread of IID initiatives by the government. Also shows types of innovation
and dimensions of development.

developmental approach. As Opyelaran-Oyeyinka (2006) explains,
radical innovation needs radical changes of global significance, and by
nature this is not the characteristic of governments who prefer a stable
environment. Another possibility is that the government is rarely
able to mobilize resources to initiate and facilitate radical innovations
due to the strict time and budget constraints which deter them from
having multi-years programs, essential for radical IID.

With regard to why government favors process rather than product
innovation, we are convinced that it is the problem-solving that
matters more to the government. Tidd et al. (2005) argue that there is
a need for continuity in process innovation and its success depends on
a steady stream of change resulting from regular review and continuous
improvement rather than a dramatic one. While the commitment of
the government is constantly required to keep initiatives going, process
innovation plays just as an important strategic role in improving the
welfare and livelihood of communities.

Our data also shows that the main government actors are
ministries, provincial/district governments, and some non-ministry
state institutions such as the National Team for Accelerating Poverty
Alleviation and the Agency of the Assessment and Application
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of Technology (BPPT). These institutions also collaborate with
universities, international donors, and private sectors, with most of the
collaboration between governments and universities. The advantage
of collaboration as such is the knowledge exchange between the
government and the universities. Yet, in terms of implementation, the
universities often lack capacity and capability in working directly with
the communities. Here, collaboration of the government with local
civil society, in addition to the universities, must be enhanced.

In terms of issues, improvements in education, healthcare,
infrastructure, and environmental services are believed to be critical
for economic growth and political stability in Indonesia. Nearly half
of the government-driven initiatives on the issues above have targets
related to improving the livelihood of citizens. Most programs have
focused on job creation to increase people’s income, and eventually
their well-being. The other aims are to increase education and living
standards respectively, as they are among the most crucial aspects in
improving citizens’ overall quality of life.

CASE IN FOCUS

For the government-led IID initiatives, we developed the case study
in Bantaeng Regency, in the South Sulawesi Province. Having a vision
to be one of the centers of economic growth in Indonesia through
science and technology in agriculture, the local government initiated
Program Kabupaten Benih Berbasis Teknologi (Technology-based
Seed Regency Program), an agricultural initiative to develop taro root.
'This is among other agricultural commodities developed in Bantaeng,
such as paddy, corn, and seaweed. The program in fact is a multi-actor
initiative involving the local agricultural department, BPPT, field
trainer, local cooperative unit (Dinas Koperasi), Japan International
Cooperation Agency (JICA), farmers’ community (Gapoktan),
village-owned company (Badan Usaha Milik Desa), CSOs, and a
joint-venture private company of Indonesia and Japan called PT
Global Seafood International Indonesia.

The implementation is not without problems. Most of the farmers
enjoyed the rise of income from the higher price of taro root, but many
still found their harvest rejected by the company due to the low standard
yield. In another case, new farmers expected the cultivation, but the
seed stocks were not yet ready. The unavailability of seeds and low-
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standard harvest even stopped the company receiving yields in recent
months. Clearly, the initiative is believed to result in promising income
for the farmers, yet without enough organizational and individual
capacity of the farmers, it will only result in failure, in low-quality and
behind-target yields. A consultant from JICA involved in this program
detected a fundamental problem in the reliability of the data, which
is used to calculate production target and forecast. The measurement
of land needed better methods—and after some rectification, the
program resumed successfully. Our interviews with various actors,
like Badan Ketahanan Pangan, Petugas Penyuluh Lapangan, JICA,
the local government, and the farmers themselves suggest that human
resource capacity is the key to the success of this program. Building
the capacity of the farmers is central, not only to acquire the farming
knowledge but also to improve the ability to produce their own seeds
without being dependent on the government supply.

The role of science and technology (S&T) that triggers learning
and knowledge exchange in this program is also important. Knowledge
in the taro root program includes agricultural S&T (organic farming,
plant tissue culture, and new commodities), how they are understood
and shared by academia (researchers from BPPT] local university,
experts) and other actors. These understandings are reflected in
various innovative practices by the farmers, field trainers, and BPPT,
among others. At all levels, such a learning process requires human
resource capacity building, which at the moment is facilitated through
training and informal interactions among various actors. The needs
of this capacity-building process is adjacent to our findings here,
i.e., that government-led IID tends to focus on process innovation.
Additionally, it needs a constant progressive process by having
incremental innovations.

Bantaeng is the case study of a multi-actor innovation that has to
bring together different interests from the public and private spheres,
along with civil society, to the international market. Although the
government initiated this program, the implementation of it depends
on the public-public as well as public-private collaboration, including
foreign investors. The case shows that the role of the government, in
this case the local development and planning agency (Bappeda), is
central in managing these different interests. Government policy plays
a key role in giving space for flexibility in the initiative undertaking, in
terms of possible modifications either in partnership or organisations.
It is clear that in terms of the proxies to development, the society in

Why Does Innovation Matter for Inclusive Development? 15
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Bantaeng has experienced improvements in their living standard and
better economic opportunities, which in turn helps them enjoy better
education and health, and at the same time enables them to maintain
environmental sustainability.

Another success factor is visionary, able, and agile leadership. The
regent has not only the relevant character and background needed
to develop and implement the program through formal policies and
regulations, but is able to utilize the network to solve the problem of
limited budget in his local government. Such leadership is essential
to ensure successful output and outcomes of IID initiatives, but more
importantly to foster a mindset and behavioral change in the society:
that innovation could lead to the betterment of lives for everyone.
Indeed, realizing a grand vision of making Bantaeng a center of
economic growth through agriculture also requires a grand leadership.

To summarize, the government could lead IID initiatives in
Indonesia, not only because it has the developmental resources
(funding, infrastructure, apparatus, network, and policies) but also
because such initiatives will directly address the national development
agenda. Inherent in the government’s role is the key capacity to manage
the different interests of actors to ensure the successful delivery of IID
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Figure 2. Spread of IID initiatives by businesses. Also shows types of innovation and
dimensions of development.

initiatives by creating conditions in which innovation can develop
incrementally and be process-oriented.

CASE 2: UNDERSTANDING BUSINESS-LED
IID PROJECTS

It is apparent that business promotes the practices of IID mostly
through their corporate social responsibility initiatives (CSR; see, for
example, Barkemeyer 2009, Utting and Marques 2010). Although
there is no commonly agreed definition for CSR (Garriga and Melé
2004), CSR is generally perceived to deal with the three aspects of
development, i.e., the economic, social, and environmental (for
example, Schwartz and Carroll 2003). In particular, the social aspects
cover issues such as the provision of education, promotion of health,
and creation of job opportunities. Meanwhile, the environmental
aspects include issues like pollution control, energy, and environmental
management. Economic aspects usually deal with improving income
and living standards. As such, we argue that there are shared features
between inclusive developments and CSR.
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A summary of the IID initiatives by business is depicted in figure
2. It suggests a number of findings: (1) businesses mostly use the
process innovation in related IID practices, (2) the majority of IID
practices focuses on education, (3) community empowerment has been
the main characteristic of IID practices, and (4) business involvement
in IID practices is driven by business interests. The first three findings
reveal the elements of IID initiatives as practiced by businesses while
the fourth finding indicates the underlying motivation of businesses in
their IID-related initiatives. We elaborate these findings below.

First, the process innovation indicates that businesses’IID practices
mostly deal with improving the delivery of existing public services such
as scholarships, access to water, supporting school program, and free
health services. These initiatives have some commonalities, i.e., they
are short-term, have limited engagement with stakeholders, and are
relatively simple to replicate. For instance, the provision of scholarships
requires little time to prepare and carry out. The scholarships involve
a few stakeholders, e.g., students and their families, and schools. The
mechanisms of scholarships such as the selection of students, the
amount of financial assistance, and the disbursement of scholarships
are arguably simple and, thus, they are easily replicated in other
targeted areas or contexts.

Second, education, in particular scholarships, as the focus of the
majority of IID initiatives signals a “low-hanging-fruit-picking”
approach. At the same time, it also reveals the problem of unequal
access to formal schooling in Indonesia as a result of poverty. This may
suggest that business involvement in inclusive development initiatives,
despite addressing seemingly fundamental development problems
such as education, is to large extent simple, which perhaps reflects the
nature of business undertakings.

'Third, community empowerment and development reflects the
common approach in CSR practices. As IID initiatives share some
CSR features, they are expected to follow some common approaches
of CSR practices such as community empowerment and development.
Indeed, some commentators suggest that community development is
more widespread in developing countries (Eweje 2006).

Fourth and finally, the most striking finding is that the underlying
motivation of business involvement in IID initiatives is perhaps
centered around the business’s core interests in the areas where it
carries out the initiatives itself. This is reflected in the peaks in figure
2. Almost all peaks observed in the figure carry particular business
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interests. For example, the province of Riau indicates the interest of
palm oil companies, while the six provinces of Java island (namely,
Banten, West Java [ JABAR], Jakarta [ JKT], Central Java [ JATENG],
Jogjakarta [DIY], and East Java [JATIM]) relate to companies’
headquarters and main operators. It suggests that businesses carry
out IID initiatives through the proxy of CSR projects to maintain
their interests—e.g., lower social risk, niche market, and corporate
image—rather than serve the needs of the surrounding marginalized
and poor communities. As such, it seems that the intended benefit
for businesses through IID is to maintain their operation, while
implementing inclusive development related initiatives may just be
an unintended consequence. This finding essentially challenges the
implicit dimension of IID, i.e., to serve the marginalized people and
to make development more inclusive.

CASE IN FOCUS

One particular case of IID initiated by the private sector is carried
out by Yayasan Danamon Peduli (YDP), an independent foundation
directly affiliated with an Indonesian private bank, Danamon. YDP
attempts to intervene in traditional markets with hygiene improvement
program, and together with the government, especially the Ministry
of Health and Ministry of Industry and Trade, they consolidate a
waste management program called Pasar Sejahtera across selected
areas in Indonesia. Having some understanding of the strategic nature
of traditional markets and the veins of local trade, several ministries
identified the need to promote the overall quality of traditional markets,
as they are vital both for the businesses and the community. According
to the Ministry of Industry and Trade, there were 13,450 markets
with as much as 12,625,000 sellers involved in 2007 (Kompas 2006).
Assuming each seller lives in a four-person household, traditional
markets matters for more than 50 million Indonesians, around a fifth
of the whole nation’s population.

The partnership between private and government sectors is proven
to be an effective measure in managing the market’s waste systems. This
is evident by the increased provision of basic infrastructure that did
not exist before YDP’s intervention. This was made possible by budget
consolidation between the two sectors, with annual contribution
increases from both parties. As disclosed in a presentation by Danamon
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on 30 May 2013, the total budget was around Rp 4.5 billion in 2010,
increased to Rp 5.2 billion in 2011, and then to Rp 6.8 billion in 2012.
The project also aims to help traditional markets reach the health
and safety standards set by the Ministry of Health. This partnership
shows a cross-institutional commitment to sustainable maintenance
of the project, down to the local government level which reflects the
decentralization impact. With the help of the special environmental
units and of technical units (UPT), it is now much easier to manage
the infrastructure newly provided to the market.

The Pasar Sejahtera project, established in 2010, is heavy in
its environmental aspects. It excels in the provision of better waste
management system for traditional markets, which incorporates an
array of technological innovations such as waste banks, consolidated
final disposal places, and the installation of methane-producing
machines using organic waste. These innovations are implemented in
Pasar Baru Market in Probolinggo, the selected case for this study.

Before theintervention of YDP, there was no clear system to manage
the market’s waste in an environmentally friendly manner. Providing
produce to 60 percent of the country’s population, traditional markets
generate 20,000 tons of waste per day, which roughly amounts to 20
percent of total waste nationally. Hence, a proper waste management
system was urgently required. YDP implemented waste banks inside
the market. The concept of the waste bank is that for the waste the
sellers deposit to the bank, the waste will be monetized according to
the rules. For example, one kilogram of waste can be worth as much as
Rp 1,500 to be then deposited to the seller’s personal account in the
waste bank. This provides an incentive for sellers in the market to clean
and collect waste as much as they can, in return for financial savings.
'The accounts are kept in a book, which holds the personal record of the
seller’s deposit of waste. This is proven to be an effective approach as
sellers can eventually help clean their working areas without depending
too much on the UPT to collect their garbage.

There is also a new installment of hand basins: two sets of washing
taps are installed in separate points. This encourages a change in
behavior of buyers and especially sellers, to always wash their hands
after being in contact with fresh produce (such as fish, meats, etc.)
before holding bank notes with their bare hands to complete a
transaction. This is a subtler target of innovation, in which the change
takes place in people’s behavior, as the sellers were not used to washing
their hands prior to this initiative.
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'The inclusiveness of the outcome of these innovations manifests
itselfin a number of forms: education, health,and access to infrastructure
that can be enjoyed by wider beneficiaries. In turn, this also increases
living standards and security, and opens up various opportunities to the
people. YDP increased sellers’ knowledge on hygiene and sanitation
by organizing regular open discussions involving all stakeholders:
the government, sellers, and YDP itself. In addition, the discussion
increases the engagement of sellers with one another, and they also
gain new knowledge about managing better and healthier markets
according to government standards. Through this program, the health
standards improved, through the implementation of washbasins,
systemic drainage pipes, and temporary landfills managed by both the
sellers and UPT.

This increase in partnership is evidence of a success factor, i.e.,
the well-established approach taken from YDP involving multi-
stakeholders across sectors. The elements that Pasar Sejahtera has
provided may not all be new in terms of technological innovation;
but they are introduced and adopted by new beneficiaries, in a specific
context. This close partnership is not only reflected in the institutional
fashion as abovementioned, but also in the increase of sellers’
participations and the higher budgets generated for the program to
tund their own market revitalisation.

CASE 3: INNOVATION INITIATIVES PIONEERED BY
ACADEMIA AND CIVIL SOCIETY

The premise that decentralization facilitates wider participation,
particularly by civil society (Hadiz 2004) is proven true. Taking a
sample of 44 initiatives led by academia and civil society, we found that
the spread of the IID initiatives are still very much concentrated in the
Java area, with many of them around Kalimantan and Sumatra (see
figure 3). This signals the fact that the initiatives are still dominated
in the areas where basic infrastructure is available. This evidence defies
the aspiration of a decentralized government where civil societies
should take a bigger role at the local level to ensure that development
is carried out within an equal, more inclusive framework.

The data shows that the initiatives are visibly concentrated
in the Central Java area, where more developmental programs
are conducted. We found two different types of initiatives carried
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out by academia and CSOs: the older institutions such as Mercy
Corps, Indonesia Global Compact Network, and Yayasan Cinta
Anak Bangsa (YCAB) diversify their programs across the country,
while recently established organizations tend to concentrate their
initiatives in more developed areas.

The characteristics of the initiatives also differ by the period of
time they are conducted. Similar patterns occur where the “older”
CSOs tend to conduct long-term programs, while the “younger” ones
prefer to lead short-term initiatives. One of the rationales behind
this is the fundamental idea that development initiatives are weighed
significantly on sources of funding and infrastructure. For not-for-profit
organizations, this is a crucial factor that supports the concentration of
programs in certain areas (Escobar [1995] 2011). Organizations like
Mercy Corps and YCAB, both established in 1999 and considered as
old players, rely on external donors for their developmental projects
and policies.

The level of inclusiveness in development also varies across
organizations. Rauniyar and Kanbur (2010) suggest that inclusive
development is any form of development that has to do with
improvements in distribution of dimensions other than income.
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Figure 3. Spread of IID initiatives by academia and CSOs. Also shows types of
innovation and dimensions of development.

Evident by the type of development conducted by the organizations,
they are concentrated on education and health. Hence, the roles of
academia and CSOs are still limited to elementary needs instead of
giving room to more advanced and dispersed development, as desired
by a decentralized system.

CASE IN FOCUS

One exceptional case from academia and CSOs comes from a
microhydro power plantation project by Yayasan Institut Bisnis dan
Ekonomi Kerakyatan (People-Centred Economic and Business
Institute, or IBEKA). IBEKA aims to generate electricity to oft-
grid regions using a microhydro power plant. With at least a third of
the population in Indonesia lacking electricity (World Bank 2013),
IBEKA aspires to close this basic infrastructure gap. IBEKA takes
technological and social aspects of development seriously, in that
30 percent of their activities are focused on the application of the
latest machineries and equipment, while the remaining 70 percent
is firmly attached to social commitments. These do not only imply a
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development program that is heavy on the technical aspect but also on
its societal aspect and sustainability.

IBEKA has a basic standard in the way they decide to build a
power plant, i.e., by ensuring that the community is involved in the
decision-making. The institute does not only provide technology for
the sake of modernization, but more importantly to build a project
that is sustainably accepted by society. This will in turn demand a high
participation from the local people, not only to operate but also to
maintain the mechanical investment that they have brought into the
village. IBEKA has a supervisory system that allows co-working in an
internal setting which not only stimulates IBEKA’s workers but also
the surrounding local people, as knowledge exchange among the two
parties occurs.

One of IBEKAs main regions of service is in Kasepuhan
Ciptagelar,located near Mount Halimun National Park, which is home
to a traditional Sundanese community in West Java. The daily life of
people in Ciptagelar depends largely on the agricultural sector, where
77.63 percent of them work as local farmers. Ciptagelar is composed
of residents with very low average levels of education, where 95.26
percent of them only finished elementary school, 3.62 percent junior
high school, and only 0.41 percent graduated from a senior high school.
This implies a very modest income category. Kasepuhan Ciptagelar,
comprised of around 600 villages, is one of the oldest Sundanese
traditional communities. Together with several similar communities
in Mount Halimun, Kasepuhan Ciptagelar forms a bigger association
named Kasepuhan Banten Kidul.

Over the last decade, IBEKA has worked with the local
community and has succeeded to plan, construct, and operate several
river-run microhydro power plants within the area. Along with
IBEKA's recognition that the sustainability of its rural electrification
program hinges on community empowerment, the institute forms a
unique collaboration with the people from Kasepuhan Ciptagelar in
which the new plants are located. In an innovative setting, IBEKA
undertakes the first step to closing the inequality gap that is evident
between the top and the bottom of the social pyramid (Prahalad
2003). The concept of development that stems from Sen (1999) is also
adopted in this case.

One innovative element evident in the case of IBEKA is the strong
partnership between a community-run body and its local people which
results in successful and inclusive adoption of the technology. Since
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the first microhydro power plant was built in 1996, there have been
significant changes in the Ciptagelar regions: better infrastructure,
such as roads; more access to communication, such as mobile phones
and media, like satellite television; and better economic income.
A microhydro power plant typically generates up to 100 kilowatts
of electricity, and due to its characteristics, it is an economical and
efficient fit for installation in remote areas. Once built, the microhydro
facility does not need to be connected to a national grid, and it runs
freely oft the flow of rivers. More importantly, the water is returned
unpolluted and can be used for irrigation and other needs.

The installation of the microhydro power plant, no doubt, has
brought a lot of contentment to the people. The advent of electricity
increases the standard of living of the villagers, including in the areas
of education and health. When the first microhydro plant was built,
there was no elementary school, and children had to walk for several
hours to reach the nearby school. Several years after the initiative, a
local bank began to initiate a pioneer school in Ciptagelar. Later, the
school was acquired by local government and has been established as a
state elementary school. The success story of this school has motivated
the local residents to initiate a junior high school, which was started in
2014. Similar developments also occur in the health sector: today, the
local residents begin to enjoy the service of two Puskesmas, primary
health care centres, which did not exist before.

In the planning of each microhydro plant, IBEKA conducts so-
called “social conditioning” through series of meetings with the local
stakeholders to discuss the project and its potential impacts. This stage
is fundamental in understanding the potential role of microhydro
power, not only as a means to provide electricity, but more importantly
to empower the citizens. The electricity generation has brought about
significant improvements in the living standards of the Kasepuhan
community as depicted above. More importantly, the sustainability of
the project is safeguarded through the capacity-building for the local
communities in keeping the technology running.

We found several driving factors that are crucial in the success
of IBEKA’s project in Ciptagelar. Firstly, it is the openness of the
local community towards external assistance, often exemplified by
the willingness of the local leader to welcome others, and secondly,
the local understanding of development that originates from the local
wisdom and knowledge. The belief that everything has its time has
made it possible for IBEKA to forge partnership and fosters a sense
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of belonging to the project within the society of Ciptagelar. Thirdly,
the strong commitment of IBEKA to “embed” itself in the local
community has become key in the success of the microhydro project.
Fourthly, the collaboration between parties as reflected in IBEKA and
the Ciptagelar community is transparent and open. Such collaboration
is central to the sustainable partnership and mutual benefit enjoyed
by the two. Not only are there numerous regular visits from IBEKA
to Ciptagelar, IBEKA also creates job opportunities for Ciptagelar’s
youth to develop similar microhydro power plants in other provinces,
like Aceh, Timor, and Java. Lastly, it is the role of leadership, in terms
of political and spiritual charisma (power) of the local leader who has
the know-how in managing local communities, that builds common
understanding and obtains trust from the people.

There are also notable barriers that need to be addressed in
ensuring IID initiatives like the Ciptagelar case. First, the need for
a better financial infrastructure, as reflected in the implementation
of local cooperative schemes in Ciptagelar. Better financial structures
could provide microcredit assistance or operate as an intermediary
between the local community and IBEKA. Second, the building of the
technological know-how in the local context requires significant time
and assistance. Third, the technical specification of the technology
needs to be improved in order to increase its reliability and availability,
such as in the microhydro turbines. Finally, there is a need for better
basic infrastructure, such as roads, communication systems, and health
and education services, which play key roles in the success of IID.

CONCLUSIONS

In the spirit of enriching the literature and conceptualization of
IID, we have attempted to contribute by drawing some reflections
from the empirical cases in the Indonesian context. In our attempt,
we take into considerations two main premises. First, that growth-
based development has left economic distribution gaps and therefore
created deeper inequalities and wider social exclusion. Second, that
in addressing the avenue in which innovation can make development
more inclusive, a number of known indicators of well-being (such as
HDI, MPI, Indeks Pembangunan Manusia, SPI, OECD Better Life
Index, among others) are perhaps not adequate on their own for this
very purpose.
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We humbly propose an approach, using ideas from Sen (1999)
on proxies of well-being, to try to pull together well-being measures
to see how inclusive a development initiative is. The more proxies
progressing by a development initiative, the more inclusive it is
considered to be. This approach is then combined with the three
aspects of innovation for development, i.e., S&T implementation,
community empowerment, and income channel, to help map the core
objective of inclusive development, which is well-being. Borrowing
from Amartya Sen, life is “a set of capabilities and functioning”
(ibid., 40). It is this set of capabilities and functioning that are then
translated into series of proxies being used here: health, education,
economic opportunities, living standard, security, and environmental
sustainability. This is our approach in understanding the richness of
IID in Indonesia.

From the data we gathered we found that IID initiatives
implemented by businesses, academia, and civil society are mostly
Java-centric, and those led by government are slightly more evenly
spread. The academia and CSOs-led initiatives are hindered by the
tunding scheme of projects, hence they tend to be concentrated in the
regions where well established institutions are located. On the other
hand, initiatives from the private industries tend to be centralized in
areas with the highest profit margins. This is perhaps due to the nature
of corporations where maximization of return is indeed a priority to
business. These findings show that the mindset of development is still
very much characterized by the interests and nature of the institutions.

The three cases we presented do not mean to represent general
patternsineachsector.Instead, theyaim tobuildadeeperunderstanding
of the types of innovation, the initiator, and the central approach. This
includes the ways in which innovation actors collaborate (de Bruijn et
al. 2004). Other characteristics may vary dependent upon each case.
We summarize our observations below (see table 2).

Both the dataset and case studies suggest some basic characteristics
of IID, i.e., that it deals with the core issues of widening people’s access
to developmental resources, widening community’s participation
in decision-making, and improving people’s livelihood. Access to
resources is evident in the three cases: in Ciptagelar, it concerns
energy; in Probolinggo, market economy; and in Bantaeng, the
agricultural yield. Access to these resources has not only improved
their livelihood, but also helped build their capacity to collectively
participate in the decision-making at the local level. We are convinced
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Case 1l
Microhydro in
Ciptagelar

Academia-CSO +

Initiator of innovation
local user/demand

The type of innovation Organic emergent development

Bottom up: changes at all
Central approach components as a result of
bottom up action

therefore that the attentiveness to IID initiatives has a significant
impact on improving the well-being of society.

Further, we believe that IID initiatives must have some enabling
factors to ensure their success. Our research highlights the importance
of partnerships and collaboration among stakeholders, which are key
to growing openness and providing mutual benefits. We therefore
suggest that at the national level, the national government as regulator
should proactively enhance the policies which ensure the above
factors to drive better implementation of IID in Indonesia. As the
Indonesian government has become decentralized, such policies need
to also be enacted at the local level, by taking into account the local
wisdom, as in the Bantaeng case, to ensure the eftective results of IID
initiatives. In this regard, public participation is considered essential,
particularly in identifying priority areas and development agendas.

Given its importance yet relatively minimum scholarly coverage,
we call for further research on the ways in which, and the conditions
under which, innovation could foster inclusive development. It is our
hope that this small contribution encourages future endeavours in this

field of study.

NOTES

1 This research was funded by Universities and Councils Network on Innovation for
Inclusive Development in Southeast Asia (UNIID-SEA) and led by Dr. Tusy Augustine
Adibroto. The data was collected by Virgi Agita Sari, Tiktik Dewi Sartika, and
Saraswati Diah Rini Hartati. The earlier version of this paper was presented in the
10th Asialics Conference, Tokyo, Japan, in September 2013, and enjoyed inputs from
the participants, moderators, and reviewers.
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Case 2 Case 3
Pasar Sejahtera Taro-root in
in Probolinggo Bantaeng Regency

Private sector +
local government

Government + market

Hybrid model, Radical comprehensive design,
both design and development followed by emergent elements

Network: starting from
meeting interests (from local
government as well as open-

design by Danamon)

Top down: driven by objective
for food security and creating
job opportunities

Table 2. Summary of findings of case studies.
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