
77-y X- -L7V 

CAPITAL ASSISTMCE PAPER
 

&'roposa endemm tdcma 
FPtr the Review of the

DveOopmm Loan Camttee 

INDONESIA - RURAL WORKS 

AID.DLC/P-2027
 



DEPARTMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

WMINSON, oxC a01" 

UNCLASSI FIED 

AI D-PQC/P-2O27--. 

y 16, 1974 

MEMDRANDUM FOR THE DEVELOPMENT LOAN COMMITTEE
 

SUBJECT: Indonesia - Rural Works
 

Attached for your review are the recommendations for
 
authorization of a loan in an amount not'to exceed Six Million
 
eight Hundred Thousand Dollars ($6,800,000) to the Government
 
of the Republic of Indonesia to be made available to assist in
 
financing, the foreign exchange and local currency costs of a
 
rural development project in Indonesia.
 

This loan proposal 'isscheduled for consideration by 
the Development Loan Staff Committee on Thursday, May 23, 1974.
 
Also, please note your concurrence or objection is due by close
 
of business May 29, 1974. Ifyou are a voting member-a poll sheet
 
has been enclosed for your response.
 

Development Loan Committee
 
Office of Development
 
Program Review
 

Attachments:
 

Summary and Recoimendations 
Project Analysis
 
ANNEXES I - XII.
 

UNCLASSIFIED
 



AID-OLC/P-2027 

MY 16, 1974 

INDONESIA - RURAL WOR KS 

TABLE OF CONTENTS
 

Page
 

SUMMARY .D RECOMMENDATIONS i 

I PROJECT rESCRIPTION AND OBJECTIVES 
 1
 

A. Project Description 1
 
B. Project Objectives 2
 
C. Background 3 
D. Place of Project in U.S. Program 5
 

I BORROWER AND EXECUTING AGENCY 7
 

A. Generql Organization 7
 
B. Kecamatan Government 
 8
 
C. Capability of Executing Agency 9
 

III PROJECT ANALYSIS 
 13
 

A. Concepts 13
 
B. Operational Criteria 
 14
 

.. Kecamatan Selection 14 
2. Sub-Project Selection 15
 
3. Sub-Project Approval 16 
4. Technical Considerations. 17
 
5. Wage Rates 18
 
6. Operation and Maintenance 19
 

C. Reviow and Evaluation 19 

IV FINANCIAL ANALYSIS 22
 

A. Alternative 93urces of Financing 22
 
B. Financial Requirement - Project Costs 22
 
C. Arrangement for Provision of Funds 23 
D. Impact on U.S. Balance of Payments 25
 

V ECONOMIC AND SOCIAL FACTORS 
 26
 



Page 
VI LOAN ADMINISTRATION 

30 
A. 
Timetable for Administration 


30
B. 	Terminal Dates for Conditions Precedent,

Disbursement Authorizations and Disbursements 30
C. 
Conditions Precedent to Initial Disbursement 30
D. Conditions Precedent to Each Additional
Disbursement 

1. 	 31Borrower Covenants 

31
 

VII" INDONESIA'S ECONOMIC PERFORMANCE AND DEBT SERVICEPROJECTIO'S 

33
 

A. General Economic Developments

B. 
Fiscal and Monetary Policy 	

33
 

C. Balance of Payments 	
34
 

D. 
Debt Service Capacity 	
35
 
36
 

LIST OF ANNEXES
 
I Food-for-Work Program Statistical Tables, GOI Fiscal Years 1969-1974
 

II 
 Department of Manpower, Transmigration and Cooperatives 
-
Organization Charts
 

III Province, 
abupaten and Kecamatan - Organization Charts
 

IV Participating Provinces, Kabupaten and Kecamatan 
- Listing and Map
 

V Impact of Project on Environment
 

VI 611(e) Certification
 

VII Illustrative Sub-Projects
 

VIII Balance of Payments Schedule
 

IX External Dents Schedule
 

X 
Country Team Recommendation
 

XI 
Draft Loan Authorization
 

XII Statutory Annex
 



INDONESIA - RUKAL WORKS 

SUMMARY AND RECOMMENDATIONS
 

1. Borrower: 	 Government of Indonesia (GOI).
 

2. 	Amount of Loan: $6,800,000 (Six Million Eight Hundred Thousand
 
Dollars).
 

3. Terms:
 

A. Maturity: 	 40 years, including a 10-year grace period.
 

B. 	Interest: 2% per annum during the grace period.
 
3% per annum thereafter.
 

C. Currency: 	 Interest and principal repayable in
 
U.S. dollars.
 

4. Financial Plan:
 

($ in millions: $1.00 - Rp. 415) 

AID LOAN GOI Budget Total
 

$6.8 	 $13.2 (equiv.) $20.0
 

5. Objectives 	of Project: The project isexpected to promote greater acriul­
tural productivity and rural economic development through rehabilitation
 
or construction of basic rural facilities. It aims to meet a basic need
 
of the poorer rural people, not only through the opportunity given
 
for immediate employment but more important through strengthening
 
the base for productive agricultural activity. Both in the immediate
 
and long term these objectives translate as an effort to increase
 
basic incomes for people in rural areas of greatest need. The
 
project objectives are defined in terms of the Indonesian Second
 
Five Year Plan %PELITA II 1974-79) which gives recognition to the
 
urgency for improvement of basic standards of life of rural people.
 
The Plan places this in context of redressing the imbalance in
 
distribution of the benefits of economic growth which Indonesia has
 
experienced during this past five years. This project represents
 
acceptance by the GOI of the principle that development of Indonesia
 
cannot proceed without attention to the least advantaged in the
 
society.
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6. Description of Project: The project will provide financing jointlywith the GOI for rehabilitation and construction of basic rural

facilities in those sub-districts (kecamatan) of greatest need.
Kecamatan will be selected primarily on the basis of per capita
agricultural production, reflecting therefore the twin basic needs
for greater agricultural production as well as increased rural incomes.
The project will be carried out by the Department of Manpower,
Transmigration and Cooperatives (DMP) working through the existin"
 structure of Indonesian internal government. Sub-projects will include
land clearing, and terracing and to preventplanting erosion, as well as rehabilitation, improvement and construction of such facilities
 
as irrigation canals, rural roads and small bridges. 

The focus of project activity will be the kecamatan, a level of
government small enough to be close to the people yet broad enough
to ensure a significant impact. Sub-projects will be selected initiallyat the kecamatan level, reviewed at the district (kabupaten) level,approved by the province and forwarded to DI/Jakarta for incorporation
in the overall project budget. 
Technical assistance for design and
budgeting will be provided by the kabupaten -level public works office.
Implementation will be the responsibility of the kecamatan subject

to monitoring by the DMP area office.
 

The annual budget will be established upon DP and AID agreement at
least three months in advance of each fiscal year (1 April) on the
basis of the sub-projects schedule approved by DMP. 
 GOI funds will
be advanced quarterly by DMP/Jakarta through local branches of the
Bank Rakyat Indonesia (BRI) which will disburse funds to the DP
 
area representative for payment 
of labor and purchase of materials.Following each quarter DMP will provide AID with a report of project
implementation, including certification of sub-projects completed
and undertaking to provide maintenance, notice of problems andremedying steps taken. 
AID dollar loan proceed, will then be provided

to the Department of Finance on a quarterly basis for conversion to
local currency (rupiah) and payment as reimbursement for certified
 
completed sub-projects.
 

The AID loan will provide assistance of two advisors to work with
the DMP to improve sub-project selection, advise on implementation

and assist in review and monitoring. 
AID and the GOI will also

provide for annual joint evaluation to take place at agreed-upon

times during the year. 

7. Purpose of Loan: For the years 1975 through 1978 (three of thefive years of PELITA II) to finance the cost of the project jointlywith the GO. As noted above, dollar loan proceeds will be provided
quarterly to the GOI for conversion to rupiah and reimbursement 
for completed sub-projects. 



Except for certain costs of the expatriate advisors, there will
 
Kit be any project requirement for use of foreign exchange as such
 
and no AID funds will be earmarked for such purpose.
 

8. Background of Project: The GO has recognized that notwithstanding
 
the imposing gains of the Indonesian First.Five-Year Plan (PELITA T,
 
1969-74), imbalance and inequities in income distribution and economic
 
opportunity are still a major barrier to national economic and social
 
development. The problem centers on the rural population who comprise
 
more than 80 percent of Indonesia's 129 million people and is
 
particularly acute where population is most dense, principally
 
the islands of Java, Madura and Bali. In many areas of these islands
 
rural families are without land at all. Landholdings per family
 
average 0.7 hectare and fully 51 percent of those who have their
 
own land own half a hectare or less. Agricultural productivity is
 
low and other employment opportunity is limited.
 

The GOI through Wnumber of PELITA I programs has attempted to increase
 
agricultural production and improve the state of basic facilities
 
in the rural areas. The BIHAS and INMAS (rural mass guidance) programs
 
through providing improved seed, fertilizer and rural credit are
 
designed to increase basic rice production; the village subsidy
 
program provides a basic payment to village-centered projects with
 
voluntary labor supplied by the villagers themselves; the kabupaten
 
public works program extends throughout Indonesia and emphasizes
 
rehabilitation of medium scale rural infrastructure or construction
 
of new facilities; and lastly and most important because of it
 
focus on the poorest areas, the Food-for-Work program (Padat Karya).
 

Throughout the five years of PELITA I Padat Karya through food payments 
for labor has provided a basic support to efforts at increasing 
production and improving incomes in Zhese poorest areas. Food-for-Work 
has accomplished much, including rehabilitation of 5 ,900 kilometers of 
irrigation canals, improvement of 4,300 kilometers of rural roads, 
and reforestation and terracing projects covering almost 13,000 hectares. 

Food-for-Wor[C however can only operate effectively where food is 
deficit, although other areas may have lower production, more severe 
unemployment, 3ower wage rates, and better project opportunities. 
The project to be financed under this loan, although successor to 
Padat Karya, hermits the GOI through use of cash wage the flexibility 
needed to permit activities to be carried out in the poorest areas 
regardless of such previously limiting factors. It is a PELITA II 
project exclusively aimed at improvement of the lot of the rural 
poor and as such has a major role in the goals set for equitable 
growth under PFLITA II. 
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9. Exort-Tmport Bank Clearance: Received April 1974. 

10. Statutory Criteria: Satisfied. See Annex XII.
 

11. Country Team Views: The Country Team strongly endorses the
 
project. See Annex X.
 

12. Issues: None
 

13. Recommendation: Authorization of a loan not to exceed $6,800,000
 
(Six Million Eight Hundred Thousand Dollars) subject to the terms
 
and conditions set forth in-the draft authorization attached at
 
Annex XI.
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Loan Officer Dennis J. Brennan
 

AID/WASHINGTON
 

Chairman Alexander R. Love
 

Technical Advisor Edgar L. Owens
 

Desk Officer Larry Smucker
 

Legal Adivosr Jay Burgess i 0
 

Loan Officer Peter Bloom
 



-1.,. 

AID-DLC/P-2027 

May 16, 1974 

I PROJECT DESCRIPTION AND OBJECTIVES 

A. Prolect Description 

This $6.8 million loan will provide funds to finance Jointly

with the Government of Indonesia a project designed to rehabilitate,

improve and construct basic rural agricultural facilities. 
The total
project budget amounts to $20.0 million, of which the $13.2 million
balance will be provided in local currency (rupiah) by the GOT. 
The
loan will provide funds for the project during three of the five
 years of the Indonesian Second Five-Year Plan (PELITA I, 1974-79).
 

The project will focus 
on poorest rural areas, selected
primarily on 
the basis of per capita agricultural production. 
 Sub­projects will be designed to provide a minimal basis for growth of
local agricultural production through rehabilitation and construction

of such facilities as irrigation canals, village roads, small dams,

rural bridges, etc. 

-The project will be executed at the sub-district (kecainatan),

that level of local government sufficiently close to the people yet
broad enough in reach to support a program with significart impact.

Sub-projects will be reviewed at the district (kabupaten), approvedby the province and finally authorized by the Department of Manpower,

Transmigration and Cooperatives (DIMP) Jakarta.in Technical designand assistance will be provided by the public works office at the
 
kabupaten. 

Sub-projects will generally be termshort (three to sixmonths) and labor-intensive. 
Normally sub-projects will be located

close to homesthe and villages of thethose who* activity willemploy and benefit. Tmmediate supervision will be carried out by
the kecnmatan with monitoring by the regional DMP office. 
 The AID

loan will finance the assistance of two advisors for approximately

three years each to work with the project from the national level
right down to the kecamatan in improving sub-project selection,

advising on implamentation and assisting in review and monitoring.
 

A total budget of $19.7 million equivalent (excluding $0.3
million for advisors above) will finance approximately 45 million

man-days of labor and will benefit more than 500,000 rural families.

At the outset, the project will include 100 kecamatan with gradual
expansion to a total of 300 participating kecamatan beginning in

the fourth year. This represents an effective commitment in terms
of the scale of the problem to be addressed. Expansion of theproject will be based upon the experience of the preceding years.Procedures for project selection and implementation will be evaluated
 
each year and improved as necessary.
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The AID loan funds will be provided jointly with the COT
 
funds in a single project budget. The annual budget will be estab­
lished upon DMP and AID agreement in advance of each fiscal year
 
(which begins 1 April) on the basis of sub-projects approved by DMI.
 
The GOI funds will be advanced quarterly by DMP through local branches
 
of the Bank Rakyat Indonesia (BRI) which will disburse funds to the
 
DMP area representative for payment of labor and purchase of materials.
 
Except for certain costs of the foreign advisors, there will be no
 
requirement for the use of foreign exchange as 
such and no AID funds
 
will be earmarked for such purpose.
 

At the end of each quarter of the fiscal year DMP will provide
 
AID-with a report of project implementation, including certification
 
of sub-projects completed and undertaking to provide maintenance,
 
notice of problems and steps taken to remedy.. AID dollar loan proceeds
 
will be converted to rupiah on a quarterly basis for reimbursement
 
of costs of subprojects certified as completed. In addition to these
 
reports and to the assistance provided toward project improVement by
 
the".technical adv.isors, AID and the GOI jointly each year will evaluate
 
project progress, achievementn and problems.
 

B. Project Objectives
 

Notwithstanding the rapid growth over the past five years
 
of the Indonesian petroleum, mining and manufacturing sectors,
 
agriculture stil. accounts for 40 percent of Indonesia's-GDP and
 
also provides about 60 percent of Indonesia's employment and over
 
two-thirds of its non-oil export earnings. Regardless of the growth
 
of other sectors, agriculture will continue to be the principal
 
source of income for most Indonesians o,' the next several decades.
 
The Indonesiut agricultural structure is principally made up of
 
almost 20 million small farmholders who dominate the production
 
of nearly all crops. The greatest number of these farmers as well
 
as the bulk of population (some 85 million of the total Indonesian
 
population of approximately 129 million) is concentrated on the
 
islands of Java, Madura and Bali. Production of the farmers on
 
these three islands is concentrated on food crops, particularly
 
rice; on the other islands more effort is directed to export crops,,
 
especially coconuts and rubber.
 

In heavily populated areas farmholdings average only 0.7
 
hectare and these are even then usually fragmented into several plots.
 
More than half of these small farms are owner-operated, but at least
 
five million fans are held under some type of tenure arrangement,
 
including sharecropping. Productivity is increasing through the
 
efforts of the Government-sponsored BIMAS and INIAAS (rural mass guidance)
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programs designed through provision of seed, insecticide and fertilizer
 
to intensify and increase production of rice. Nonetheless, the basic
 

production of Indonesia's small farms remains low and in per capirn
 
terms leavea much of the population with an inadequate base for
 

living. In a country where the average per capita income is about
 

$120, the rural population are predominantly at the lower end of
 

the range with a probable average of less than $95. Throughout
 
Indonesia, but particularly in the twelve provinces in which this
 
project will be implemented, there are hundreds of areas where rural
 
families exist well below any real or supposed poverty line. Even a
 
minimal improvement in rural incomes for these people may represent
 
the difference between the ability to survive in their setting or not,
 
without even considering the basic desirability or necessity of
 
improving what is essentially a substandard of living.
 

The GOI, while gratified at the -success in broad economic 
terms of the First Five Year Plan (PELITA I, 1969-74), particularly 
in rehabilitating much of the deteriorated major infrastructure 
throughout the country, has come to recognize the absolute necessity 
of redrebsing the imbalance of income and opportunity which clouds
 
the whole measure of this achievement. It has become urgently evident
 
that continued inequities at the rural level represent not only
 
basic injustice but also a latent threat to the ordeted growth of the 
country. Accordingly this project is designed to provide a basis
 
for increasing the agricultural production and enhancing the
 
opportunities in those area-s- of greatest need.
 

Specifically the project aims through the rehabilitation and 
construction of hasic rural production-related facilities -- such 
as small dams, irrigation sluices, local bridges, rural roads, land 
terracing, etc. -- to provide intensive assistance to rural production 
with a consequent opporttuity for increase in employment and income. 
Since the project will focus on the poorest areas, it will at the same 
time be providing funds for work in the immediate term in just those 
same areas where low &gricultural production and lack of other 
employment opportunity render the population among the country's poorest. 

C. Background
 

More than 80 percent of Indonesia's 129 million people live 
in the rural areas and attempt to make a living from farming and 
farming-relatcd activities. Most of these people.have land barely 
sufficient to support them. Millions more are without land -,LtoCether 
and exist through sharecropping and labor in the fields of more 
fortunate neighbors. The GOI in the objectives stated for PELTTA I 
recognized the critical importance to Indonesia of massive increase 
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in agricultural production. Production Increases were registered,

and it does not detract from this achievement that these gains have
 

.been largely nullified by burgeoning population growth.
 

The BINAS and INMAS programs were specifically directed at 
increase in the production of rice, the principal food for the people
of Indonesia and main agricultural product of the overwhelming bulk
 
of the small farmer population. By their very nature however -­
particularly by virtue of the essential element of rural credit 

these programs primarily benefited the relatively better-off rice
 
farmers"
 

The GOI is acutely aware of the constraint on national
 
development represented by the problem of zhe rural poor. 
Even from
 
the beginning of PELTTA I in 1969, the GOI attempted to carry out 
programs to relieve the most critical cases of rural poverty. For a 
large part this -took the form of traditional disaster relief during
periods of flood and famine, but the GOI also undertook on a more con­
structive basis to improve the base for agricultural production, with
 
the effect also of providing interim but much needed employment and
 
income.
 

Food-for-Work Program
 

Following three years of experimentation with a small number
 
of rural projects using PL 480 Title II commodities as-wages, the
 
GOI in 1969 instituted an extensive Food-for-Work program. During

PELITA I the program carried out a large number of labor-intensive
 
rural works in areas where unemployment, low-production and mal­
nutrition were most severe. Food-for-Work undertook 383 irrigation


.and drainage projects involving rehabilitation of 5,900 kilometers of

canals, 106 rural road projects totaling 4,300 kilometers, and 74 re­
forestation and terracing projects covering nearly 13,000 hectares.
 
Over 55 million man-days of labor were expended and the rural
 
beneficiaries totaled over three million people. 
See Food-for-Work
 
tables at Annex I.
 

Kabupaten Works Proram
 

Together with the Food-for-Work program, the GOI in 1970 under­
took a national effort at rehabilitation and improvement of rurai
 
infrastructure of all kinds. 
Under this program the kabupaten, of
which there are 281 in Indonesia, built or rehabilitated market roads,
 
produce markets, bus stations, district bridges and roads and other
 
ihfrastructure. 
 Funding was made available to each kabupaten at
 
a rate which equaled Fps. 150 per capital or approximately $45
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million equivalent nationwide during GOITFY 1973/74. This will be
 
doubled in the next fiscal year.
 

Village Subsidy Program
 

Finally, the COI in an effort to improve the basic standard
 
of rural living and give villagers some basic role in their own
 
self-improvement has since 1969 provided a basic subsidy annually

to every village in Indonesia. The use of this subsidy has been
 
principally the purchase of materials; labor is donated by the
 
villagers themselves. Most projects are agricultural rela.ed although
 
many concern improvement in the village itself through construction
 
of schools, markets, village streets, etc. The subsidy equaled

Rp. 100,000 or about $250 per village in 1973/74 for a total of
 
approximately $12.6 million equivalent nationwide. 
This subsidy ,,ill
 
also be doubled in the 1974/75 fiscal year.
 

Each of these programs represents a genuine effort on the
 
part of the.GOI to have some beneficial impact at the rural level.
 
Each has had positive effect through improvement of basic rural
 
facilities, betterment of roads, rehabilitation of irrigation ditches,
 
etc. Each at its own level has made a contribution to raising rural
 
incomes through providing an improved base for agricultural production

and marketing. Of the three, the Food-for-Work program is especially
 
directed at the poorer rural areas. 
 Of the other two, the kabupaten
 
program has become essentially a nationwide district level public

works activity principally done under contract and directed toward
 
larger infrpatructure. The village subsidy program is also national
 
in scope; all villages ia the country received the subs idvy Projects
 
are diverse bvt they share in common the characteristics of being

centered upon needs of the village and relying on donated labor.
 

The COI, recognizing the anomalies in the successes of
 
PELITA I, has determined for PELITA II to work for the redress of
 
inequities in rural incomes and opportunity. Increase in agricultur'al
 
production itself continues to be essential for Indonesia, but under
 
PELITA II there is nm paired with this objective the critical aim
 
of improvement in standarda of living of the poorest of Indonesia's 
rural people. The project to be financed by this loan represents a 
commitment by the GO! to the principle that national development cannot 
succeed unless the poorest also share. 

D. Place of Proect in the U.S. Program
 

United States assistance to Indonesia is increasingly concerned
 
with the need to assist rural families to produce and earn more.
 



To meet this need, AID is now working with the GOI 
to develop
projects in the fields of rural health, irrigation, provincial
road betterment and river basin development, all projects whichhave their p.incip~l benefits in the improvement of the conditionsof life of rural people. This project has the same objective.Through carrying out rehabilitation and expansion of rural infra­atructure, offering rural employment opportunity and providing a
base for increased agricultural production, this project is an
essential element in any United States effort to assist the 0O1
in ito objective to improve rural standards .of life.
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II. BORROWE AND EXECUTING AGENCY
 

A. General Organization
 

The Borrower is the Government of Indonesia (GOI) acting
 
through the National Development Planning Agency (BAPPENAS). The 
agency responsible for execution of the project is the Directorate
 
General for Manpower Development and Utilization (NTU) of the
 
Indonesian Department of Manpower, Transmigration and Cooperatives
 
(DMP). 

The manpower responsibilities of DMP correspond generally
 
to those exercised by departments of labor In other governments. 
The Department for example is responsible for supervision of labor
 
unions, enforcement of laws respecting conditions of work, maintenance 
of unemployment registers, manpower development and training,
 
formulation of policy with respect to labor matters, etc. See
 
organizational chart for DMP at Annex II. The responsibility of
 
DMP for this project derives specifically from the Department's
 
manpower development and training duty to provide generally for
 
the necessaty skills base for increasing national productivity.
 

DMP functions throughout the country at the two principal
 
government admiiuistrative levels, the province and kabupaten, but
 
also works through its own area (resort) offices which to some degree
 
parallel the internal administrative government levels. Most resort
 
offices for instance are located in the capital towns of major
 
kabupaten. DMP reaches further through sub-resort offices which
 
report directly to the DMP area offices. The effect of this parallel
 
organization is to permit DM' a degree of independence and flexibility
 
in discharge of its functions which it might not have were the DMP 
representatives simply one more Department of Interior office under
 
the authority of the provincial governors or bupati (heads of the
 
kabupaten).
 

DMP' nonetheless works with the existing structure *of internal 
government in Indonesia and will be doing so in the case of this 
project. Essentially this means working through the apparatus of
 
the Department of Interior and with the technical departments such
 
as Health, Agriculture and Public Works. Indonesia internally is
 
divided into 26 provinces and special regions. Each of these provinces
 
is headed by a governor appointed by the President and administratively
 
responsible to the Minister of Interior. Each province is in turn
 
divided into kabupaten, and as noted above there are 281 of these. 
Finally the kabupaten are composed of numbers of kecamatan or sub­
districts. This is the level at which this project will be executed. 



The major technical departments of government -- Public Uorls,
 
Agriculture and flealth.-- are represented at the province and
 
kabupaten. 5't both levels the representatives of the technical
 
departments are responsible for administrative and operational
 
matters to the local head of government, the governor or bupati, 
and to their own department for technical guidance and support.

See provincial and kabupaten organization-charts at Annex lIT.
 

B. Kecamatan Government
 

The kecamatan is the level at which this project will be 
executed. There are over 3,000 kecamatan in the country, and
 
except for the village, 
 which is often in the rural areas indeterminate 
in extent arid population, the kecamatan is the lowest reach of direct 
internal government. Kecamatan are fairly uniform in total population, 
with 40,000 being typical.
 

The camat or sub-district head is appointed and holds his 
office from the Department of Interior. He reports directly to
 
the bupati or head of the kabupaten. The responsibility of the
 
camat is principally to provide for the maintenance of order and 
harmony within his area. 
This is in part a policing function and 
police are in fact assigned to the kecamatan, but in the Indonesian 
context it also represents a responsibility for composing differences 
and ensuring a balance of responsibilities and benefits among villages. 

To these responsibilities in recent years have been added
 
the special concerns for economic and social development. So far
 
however these tend to be responsibilitics on paper rather than In
 
fact. Offices are actually authorized at the kecamatan level for
 
such activities as comr-unity development, communtity guidance, people's

welfare and economic affairs but more often than not these are either
 
not filled at all or are occupied by the camat himself or by his
 
deputy. See organization chart at Annex III. More often than not
 
the government at kecamatan level includes simply the camat, the
 
deputy, a clerk and perhaps one other official charged with general

and undefined duties with respect to community development. To
 
this is added a small police unit which has no bearing upon the
 
administrative capacity of the kecamatan.
 

In determining to establish the focus of project activity 
and execution at the kecamatan level, DMP recognized that this
 
level offers the twin advantages of being close enough to the
 
villages to have immediate contact with their concerns and welfare
 
but able to reach broadly enough to support projects with impact
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covering more than single villages. DMP however recognized the
 
administrative limitations restricting the capacity of the kecamatan
 
government. Accordingly as discussed in Section II.C. below, former
 
BUTSI (domestic voluntary service) volunteers are being assigned
 
in the initial year to each of the 100 participating kecamatan. 

BUTSI volunteers are all university graduates, are given
 
initial training in practical community development work, and are 
then assigned for two years to rural villages throughout Indonesia. 
They live and work at the village level. They work with the village
 
leaders and the village community itself in helpin- to identify 
priority needs of the village, determine the requirements for 
formulation of activities or projects to meet these needs, and 
organize th3 village people to work on these activities. The two­
year assignment represents a practical and basic rural community 
development experience with strong emphasis on ability to work 
with rural people and in implementing technically simple rural projects. 
For this project the former volunteers will assist the camat in
 
developing overall priorities for the kecamatan; they will also
 
act as d source of technical assistance and advice to the camat in
 
sub-project selection and supervision of implementation.
 

The camat will also call upon the advice and guidance of 

principal members of each of the concerned communities. This 
exchange or dialogue will take place at the point of project selection 
but should continue throughout implementation. The camat in addition 
can expect to receive guidance on specific problems. from the technical 

offices at the kabupaten level. Immediate supervision of project 
work however Is the responsibility of the camat, but the former 
BUTSI volunteer iv expected to play a principal role in performing 
this task and will work with both the kecamatan staff and with the 
villages concerned. Finally, both the camat and former volunteer 
will be able to draw upon the support and assistance'of& the DMP
 
resort o' area officer.
 

The project will at the outset be carried out in only 100 

of the more than 3,000 kecamatan in the country. (See listing 
and map at Annex IV.) Through assignment of the former BUTSI 
volunteer, the direct assistance of the DHP area office, and the
 
availability of at least limited technical guidance at the kabupaten, 
these selected kecamatan should have the capacity to participate
 

effectively in the project.
 

C. Capability of Executing Agency
 

The Directorate General MDU will be responsible within DIP
 
for carrying out this project. MDU is not only assigned responsibility
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to address the issues involved in assistance to rural manpower but
 
is particularly equipped through the immediate experience of the
 
past five years to work with this project. 

Tle Directorate General MDU has been the principal executing 
agency for the Food-for-Work program. As discussed above this prograM
was formally initiated in 1969 following three years of experimentation

with the use of food as wages. MDU mobilized and directed a pro,-,rarn

which applied an initial annual total of 15,000 metric tons 
('q)

of PL 480 Title IT commodities, and by 1972 AID had doubled its
 
contribution to 30,000 MT. 
As shown in the Food-for-4ork tables
 
at Annex I, the program achieved appreciable success in applying

the underemployed rural labor force to work with limited but basic
 
rural maintenance and reconstruction needs. 
On the 0O1 side however
 
the program also demonstrated that there exist both the technical 
skill and sense of priorities from MDU down to the local level capable

of planning and carrying out the types of projects that a labor­
intensive works program can support. Food-for-Work both in terms
 
of its objectives -- to reach the poorest of the rural areas -- and
 
in terms of tie use of the capabilities and resources of DN1 is
 
the immediate predecessor to this project.
 

MDU was responsible for selection of sub-projects, supervision

of work underway, and improvement of the program. MDU also had to
 
contend particularly with the difficulties of timely movement of bulk
 
commodities to regions throughout Indonesia. 
In 1972 HDU instituted
 
a cash wage supplement as part of the Food-for-Work program and while
 
this amounted to only 35 rupiah per man-day it provided the Directorate
 
with experience in working with both commodities and cash to meet
 
project requirements. Although the Food-for-Work program was implemented

at the kabupaten level, not the kecamatan, it provided DU with 
five years of practical and hard won experience from the national
 
to the local level in administering a program essentially with the
 
same objectives and operational criteria as this present project.
 

MfDU has also the unique experience of working in the most 
remote and often poorest rural areas through the Indonesian domestic
voluntary service or BUTSI Program. This program was initiated in 
1971 on an experimental basis with the twin objectives of giving 
a worthwhile outlet for youthful motivation and to provide needed 
assistance to 
poor rural areas. The Directorate General .MDUhas
been responsible for carrying out this program fro; its inception
and this has included recruitment and training of volunteers as well 
as supervision and assistance to them in the field. As of this moment 



there are 500 active volunteers serving throughout Indonesia. :ore
 
important in its immediate implications for this project however is
 
the availability of some 550 former BUTSI volunteers. As noted in
 
Section II.B. above, approximately 100 of these have been recruited
 
by MDU to return once again to the poorest of rural areas and will
 
be assigned to each of the participating kecamatans under this
 
project to work with the camat. Each former volunteer will report
 
to the DOP resort officer so that DMP (and MDU) will have direct
 
access to the implementing level in the field.
 

The principal purpose of placing project execution at a 
-basic rural level in to secure local participation and closer 
identification with local needa In subproject terms this will mean 
'that activitie2s are not built or carried out to normal standards of 
the Central Government Ministry of Public Works; it is 

sufficient that they basically do the 3ob intended, are safe, and
 
do not harm the surroundings. (In the latter connection, see
 
environmental statement at Annex V.) To ensure these basic
 
requirements are met, however, all sub-projects must involve some
 
degree of technical contribution, either in terms of design,
 
agricultural feasibility, health considerations, etc. This will
 
be accomplished through the representative offices of the technical
 
departments (Public Works, Health, Agriculture) at the kabupaten
 
and province. For each sub-project there will be review and approval
 
by the offices concerned at koth these levels, and guidance will be
 
available for specific technical requirements. Design of sub-projects
 
will be carried out where necessary by the kabupaten public works
 
office. Sub-projects having health implications will be reviewed
 
by the Depautrment of Health representative at the same level. Agri­
cultural input will be provided by the kabupaten agricultural office, 
the representative agency of the Department of Agriculture.
 

'Finally, under the terms of this project the Directorate
 
General 1DU will be able to call upon the services of two
 
advisors financed by this loan for a period of up to three years each.
 
Each of these advisors will work with MDU from the central level at
 
Jakarta down to the kecamatan. While involvement with specific
 
sub-projects will necessarily be limited, they will be of considerable
 
assistance to MDU in discharge of its overall responsibilities.
 
See Section III.C. for discussion of advisors' duties.
 

In sumrary, the Directorate General 11DU has in organization, 
personnel, availability of assistance and basic experience the capability 
to carry out this project effectively. 
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The USAID Director has certified in accordance with Section
 
611(e) of the Foreign Assistance Act to the capability of the GOT 
to carry out this project. See Annex VI. 
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I. PROJECT ANALYSIS
 

A. Concepts
 

Thir project is in concept a clearly differentiated effort
 
on the part of the GOI to address the special problems posed by the
 
poorest rural areas. Consideration had been given to the advisability
 
of combining the project with either the kabupaten works or village 
subsidy program, but the decision was taken not to attempt either 
combination. Both the other programs are national in scope, both 
are materials-concerned and both rely either on contract or volunteer 
labor.
 

This project on the other hand by the very nature of the 
special problem it seeks to address must be locally labor-intensive
 
with a wage paid for work done. It must be able to encompass
 
activities beyond the boundaries of the village yet of less than
 
total kabupaten scope; broad enough to be concerned simply and
 
directly to support of local activities of basic productivu viability.
 
The project must be flexible so that areas can be included or dropped 
as progress indicates but must be able to respond to and stress the
 
special labor-intensive requirements involved in working effectively
 
with the poorest areas. Any attempt to cdmbine the project with 
either of the other two programs or similarly an effort simply to 
expand the project nationwide would vitiate its basic purposes and 
eventually qualify it as no more than one additional rural development 
activity. To be effective it must be more than that. 

In accord with the objectives of the project, activities
 
financed will not only therefore provide irmediate employment, but
 
will support developmental improvement so that the base for productive
 
agricultural activity is raised. In concept this should mean that
 
as sub-projects are completed participating kecamatan reach a point
 
where project activity is no longer a necessary support and project
 
efforts can be relocated to other areas of need.
 

Starting with the base developed through the Food-for-Work
 
program, the project is to be initiated in 100 of the poorest 
kecamatan in the country. The Directorate General ".ADU is now 
working in each of the first 100 kecamatan to review selection 
of sub-projects and determine the composition of the project for 
the first year. Expansion of the project throtugh the five years 
of PELITA TI is scheduled to take place at a rate reflecting growth
 
in implementation capacity from the DMP level at Jakarta down to the 
kecamatan. Each year will build upon the experience of the previous
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of
 
year with improvement/procedures, refinement of criteria, etc.
 
According to present estimate the phased expansion for the project
 
through the term of PELITA II, an estimate which reflects the
 
requirements above, appears as follows:
 

(First Year 100 Kecamatan)

"
 " 150Second 

" 200 " Third 

Fourth " 300 
(Fifth " 300 " ) 1/ 

As indicated above, as sub-projects are successfully completed and
 
productive growth or development achieved in a given kecamatan,
 
project activity will relocate to other areas. Accordingly those
 
kecamatan included in the figure for one year may or may not be
 
part of the total for a following year. The ultimate success of
 
the project in meeting its objectives in a given kecamatan will be
 
the determining factor.
 

B. Operational Criteria
 

1. Kecamatan Selection
 

In accordance with the basic project objectives, the
 
primary criterion adopted for selection of participating kecamatan
 
is per capita agricultural production. Rural unemployment surveys
 
may also be used on a limited basis, principally to confirm
 
selections or further define the poverty factors. Reliance on
 
per capita production has two immediate points in its favor. First
 
of these of course is the direct relationship of local productivity
 
as a clear indicator of rural poverty to the basic purpose of the
 
project in increasing productive capacity. Second is the relative
 
absence of ether reliable data for the poorer rural areas; agri­
cultural production therefore may in many cases be the only indicator
 
at all.
 

Surveys for project first-year selection have already
 
been carried out throughout Indonesia by the Directorate General
 
MDU and the initial 100 participating kecamatans selected. See
 
listing and map at Annex IV.
 

sub-

I/ This loan will assist in financing/projects for the second,
 

third and fourth years. 
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2. Sub-Project Selection
 

In selecting sub-projects the camat will call upon
 
the advice of the leaders of each of the concerned comnunities with
 
the view to identifying the desires of the people themselves. A
 
basic assumption from the outset is that sub-projects will reflect
 
the prioritiev and needs of the people at the rural level. The
 
fact however that the leaders of a kecamatan express themselves in
 
favor of a sub-project is not determinative. For obvious reasons,
 
sub-projects must be subject to review and judgment on the basis of
 
other relevant standards.
 

First of these is the basic requirement that sub­
projects when completed will reflect a substantive irprovement in 
the basic capacity of the area for productive developiment and agri­
cultural activity; that standards of local life and levels cf lnconic 
consequently can be expected to improve as a result of comoletion 
of the activity. rreference will be given to sub-projects with 
potential for long-term employment opportunity from maintenance or 
services associated with completion of the sub-projeeL. Non­
productive activities such as building of mosques or churches, 
construction of play-grounds or other recreational facilities, etc. 
will not be eligible for financing under the project. 

Second, projects must be labor-intensive in order that
 
the other principal objective of Lhe project be met and as many
 
people as possible given an inmediate opportunity for work. As
 
part of this requirement sub-projects are expected to expend between
 
70 and 80 percent of budgeted funds for payment of wages. TVis motley 
is intended to be earned and used at a local rural level by tle 
people who do the work. Materials procurement and transport, there­
fore, which do not involve labor and mean expenditure of funds in 
the larger towns, will generally be limited to not more than 20 to 
30 percent of sub-project budgets. 

Third, all nub-projects must conform to and be consistent
 
with the ovcrall development plans prepared by the kabupaten and
 
province. This will be a criterion in review by both these levels
 
of government before approval is given. Accordingly sub-projects
 
which are finally included in the kabupaten and province-approved
 
schedule for the year, and then forwarded to EWP/Jakarta, will in
 
effect have been incorporated into che overall plans of both of these
 
principal internal government authorities. Not all kabupaten have
 
plans, as such, but development priorities are given recognition.
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Fourth, sub-projects must conform in size and scope
 

to the need for work and availability of labor within reasonable
 

distance from the sub-project site. Normally sub-project activity
 
will take place close to the homes and villages of the people who
 
will benefit from the result of the activity as well as from the
 
opportunity for immediate employment. Sub-projects ,,ill also
 
normally be capable of completion within a relatively short period
 
of time, such as three to six months. This is particularly necessary 
so that wor't will not interfere or compete with the requirement for
 
labor during nlanting and harvest. See subparagraph 5 below. 

3. Sub-Project Approval
 

Once selection of sub-projects has been made at the
 
kecamatan the application including implementation and preliminary
 
budget schedules will be forwarded to the kabupaten for review.
 
As noted above, rdvie-, will include determination by the planning
 
officer or bupati of consistency with the kabupaten overall development
 
priorities as well as confirmation of need for the specific project.
 

Once the kabupaten has indicated approval, the kabupaten 
public works office will provide necessary design, quantities, 
confirmation of material costs, etc. The completed sub-project 
application will then be forwarded to the province. Approval by 
the planning office at this level will include review of the same 
factors touched upon by the kabupaten and particular province 
concerns will be addressed in context of the province development 
plan. In general it is expected that once a sub-project has gone 
through the selection process and review at the kabupaten, approval 
by the province should not present difficulties.
 

Finally, each of the participatirg provinces will 
compile and forward to DMP/Jakarta all applications and supporting 
documentation for all sub-projects to be carried out in the province. 
DMP/Jakarta review will call upon the Department of Agriculture and 
the directorates of the Department of Public Works for technical 
advice as appropriate during the DIQ' review of the sub-projects.
 
Once DMP/Jakarta has approved the sub-projects, this is communicated
 
to the province.
 

In view of timing of the GOI fiscal year which begins 
1 April, preliminary project approval by DMP/Jakarta must be complete 
by the end of Auust of the preceding year. The budget is then
 
submitted in September and finally approved in January. This means
 

that selection, review and approval from the kecamatan through the 
province level ,must take place essentially during the first eight
 
months of the year. 
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4. Technical Considerations
 

As discussed above under Section II.C. all 
sub-projects
 

must involve some degree of technical contribution. 
Irrigation works
 

for example must include judgments with 
respect to engineering
 

requirements involved in construction 
or rehabilitation of the
 

facility. I: will be important for example to avoid 
damage to
 

Care must be taken not to flood adjoining
the surrounding areas. 


property by interfering with normal drainage, 
to deprive adjacent
 

property of water or to restrict access 
by constructing ditches
 

Similarly, road improvement or small bridge
without culverts, etc. 


construction involve basic technical questions 
which have to be
 

Agricultural questions

addressed at the outset of the activity. 


will arise in connection with erosion prevention 
activities and
 

other land and crop related sub-projects.
 

These technical requirements will be 
considered during
 

the initial approval stage by the technical offices 
at the kabupaten,
 

with each activity examined by the kabupaten 
offices in terms of
 

The agricultural representative

the separate responsibilities of each. 


for example is expected to review sub-projects 
in terms of soil
 

and
 
characteristics, use of fertilizer, spacing 

of seedlings, etc., 


the public works office will address 
specific engineering requirements.
 

The kabupaten public works sections responsible 
for irrigation
 

and roads will generally apply no more than the 
standards
 

normally used in that area for similar 
works at the rural level. I/
 

this will be a lesser design standard than apDlied by the
 

central Department of Public Works in 
national projects, but it
 

should be adequate in terms of the requirements 
of the sub-projects
 

to be carried out under this project.
 

With respect to the question of capacity 
at the kabupaten
 

no question that the technical facilities 
of public
 

level, there is 

the kabupaten are primarily engaged 

on
 
works and other offices at 
 for the kabupaten

activities for their own departments as well as 


programs (e.g., kabupaten works program). Nonetheless the limited
 

additional requirements imposed by this 
project should not tax
 

Evidence of this is
 
these facilities beyond reasonable bounds. 


already available in context of the 
Food-for-Work program which has
 

also relied upon the assiatnv'cv of these 
technical offices.
 

I/ Irrigation and drainage on the one hand and 
roads, bridges ("public
 

works") etc. on the other come under directorates 
of the Department
 

At the province and kabupaten however they 
are
 

of Public Works. 

See Annex III.
separate offices. 




In this connection there has been discussion of a,
 
possible 1oan by the International Bank for Reconstruction and
 
Development (IBRD) to the GOI providing assistance to the kabupaten
 
public works program. The loan amount is still-not fixed but would
 
be in the area of $6.0 million and. would be earmarked for technical
 
assistance and training of kabupaten level public works officers.
 
Should this proposal go ahead, it should benefit all public works
 
type activities at the kabupal:en level, including this project, 
through the additional training, experience and personnel which the 
IBRD loan would support or assist in providing. As noted above,
 
however, if the IBRD loan does not materialize this project is not
 
expected to experience difficulty in securing necessary technical
 
assistance at the kabupaten.
 

5. Wage Rates
 

Wages will be paid at the prevailing rate in each
 
participating kecamatan. Two considerations are involved in this
 
decision. The first of .these is simple equity; that a person
 
should be paid equally with others for the same type of work 
regardless of his own personal income difficulties. In terms of
 
image of the project with the local people as well as their morale,
 
DMP is concerned to avoid any ilmplication that by participation in
 
this project rural people are stigmatized or marked as less than
 
equal in their own community. Since in virtually every case project
 
activity will focus upon kecamatan where there is significant
 
underemployment, there is in any event little.risk of competing
 
in the labor market. Alternatively, where there are more who need
 
employment than can be absorbed by a sub-project at any one time,
 
the working force will be rotated within the community.
 

The second consideration involves timing of sub-project
 
implementafion. As noted above, most projects should be capable of
 
completion within a relatively short space of time -- three to six 
months. Implementation will as often as possible be scheduled to 
begin at a point where work will not overlap with the planting or 
harvest seasons. The scheduling of sub-project implementation should 
mean therefore that payment of the prevailing wages in any case would 
not interfere with planting or harvest. Sub-project implementation 
may overlap planting or harvest in those kecamatan where even during 
those periods there remain large numbers of landless unemployed unable
 
to secure work even at these peak farming times - the labor for these 
sub-projects would obviously not conflict.
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6. Operation and Maintenance
 

Effective operation and maintenance of completed proiects
of all kinds is a principal problem in Indonesia. DIET proposes in
the case of this project to obtain with each sub-project application
the undertaking of the Keciadtan and kabupatan to provide people and funds as
 necessary to ensure effective operation and maintenance. The DMP
quarterly reports to AID will include in addition to certification
 
of completed sub-projects, certification that such undertaking has
been given. 
 From the technical point of view the assistance of the
kabupaten public works office will be available for guidance on
maintenance; and from the point of view of labor the Indonesian tradition

of mutual self-help means that volunteer labor should be available.

In addition, beginning in the next fiscal year the GOI is doubling

the specific allocations of funds paid by the central government to
the kabupaten for operation and maintenance of rural infrastructure.
 

There is no way however to guarantee that ten years
hence small area projects will in fact be properly maintained, that
funds required for materials purchase will be made available or
people really be willing to work. In a 
most basic sense reliance
must be placed upon the value of the sub-project to the people whom it
benefits, and experience in the village subsidy program has shown
 
that in fact this is the only effective guarantee. This in effect
puts the problem squarely at 
the point of selection and emphasizes

the requirement that the desir,.s of the people be reflected in
 
selection of the sub-projects.
 

C. Review and Evaluation
 

Review and evaluation of sub-project implementation is
essential to success of the project. At the most immediate level,
the kecamatan, the former BUTSI volunteer in conjunction with the
camat will provide a :eport or evaluation quarterly which will record
 progress of 'implementation, problems and steps taken to resolve theproblems. These reports will be forwardeci' to DP/Jkarta via theDMP area or resort officer. Reports from the former BUTSI volunteerwill be a main input to the quarterly reports provided by De/Jakartato AID covering project implementation, including certification of
 
sub-projects completed.
 

Kabupaten public works and other technical department

officers are expected to provide any necessary overall monitoring

of sub-project implementation in addition to their responsibility
for providing specific technical advice. 
The kabupaten will report
 



-20­

on progress, accomplishwents and sub-projects completed only in context 
of implementiiAg overall kabupaten development activities. ihis will 
however provide a separate review and evaluation of sub-project activity

and results. The report and evaluating function of the province will
 
also be limited to review of the sub-projects in terms of the province
 
overall plan. In carrying out this responsibility, teams composed of
 
representatives at the provincial level of public works and the other
 
technical departments will review and inspect projects on the spot.
 
throughout the province during the course of each year. 
The activities
 
carried out under this project will also be subject to such inspection.
 

As discussed above, two expatriate technical advisors will be
 
financed under the loan. Their principal role is to advise, assist and
 
work with the DMP and lower levels of government charged with responsi­
bility for the program. The success of the program will ultimately
 
rest on the ability of these GOI institutions to carry out these imple­
mentation responsibilities. The objective of the assistance is to
 
improve the institutional ability of these involved GOI agencies to
 
carry out each of the project steps.
 

These advisors will work directly under contract with the DMP.
 
They will be located in Jakarta working on the full range of responsi­
bilities which are to be exercised by DMP/Jakarta. These include the
 
selection of kecamatans to be involved, the review and selection of
 
sub-project applications, preparation of budget documents, review of
 
technical requirements, monitoring project progress and the certifica­
tion procedure. The advisors will also spend considerable time in the
 
kecamatan level to assist where problems arise and review general
 
progress of sub-project activity. 
Work at the field level will provide

the experience to advise on what steps may be required for improvement

of project implementation. The advisors will provide monthly reports
 
to DMP/Jakarta on progress of the project and problems, with their
 
recommendation and evaluation. 
These reports will be available to AID.
 

As well as managerial skills needed for the above tasks, the
 
advisors will require a technical background, preferably an engineering

degree with experience on rural works or community development type

projects. 
This will enable them to provide needed technical advise on
 
these essentially small construction type projects.
 

Evaluation of the social and economic impact of the project

.is an important aspect in order to determine.its success and whether or
 
how such projects should be continued. This requires sufficient base­
line data at the commencement of sub-projects and follow on evaluation
 
of effects. While an independent evaluation, perhaps by an Indonesian
 
university, was discussed with the GOI, it has determined on a policy
 
basis that field evaluation in rural areas, by universities or non­
government entities not concerned or directly charged with responsibility
 
for rural administration, not be included in this project. However, the
 
GOI supports the need for an accurate evaluation in order to measure the
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project impact. It is proposing an intra-govarnment "research and 
development" team including the planning ministcy (Bappnas), 1)MP,

Finance and Interior. This team will compile baseline data, rev.:w
sub-project rusults and assess the impact. 
They will be aided by the

former BUTSI volunteers in selected kecamantans. Assistance in the
evaluation can also be provided by kabupaten personnel familiar with 
the specific sub-project areas and the two technical advisors funded
 
under the loan.
 

In general, therefore, a fairly comprehensive evaluation

should be possible through the media of the sources discussed above:

from the intra-government team, the former BUTSI volunteer, the DMP
 
area officer, the kabupaten and the two advisors.
 

In addition however AID and DMI/Jakarta will jointly carryout an evaluation during the course of each GOI fiscal year on

mutually agreed-upon schedules. Representatives of both DIP/Jakarta
and AID will perform formal reviews of a random stratified sample
(al proximately ten percent) of sub-projects being carried out during
the year. The purpose of this inspection will be to: (1) evaluate 
sub-projects in terms of their success in meeting original objectives;
(2) review management procedures, supervision, monitoring, payment,

etc., to detect shortcomings, slippages or areas where improvements

can be made; (3) determine extent to which completed sub-projects are

in accord with technical specifications; (4) provide the basis for
 
effectirg required changes in project implementation procedures,

including selection criteria, timetables, management techniques, etc.;

and finally (5) appraise the impact of the sub-projects on the
 
community. This joint evaluation will be a major policy review and
 
will be a principal factor in establishing the guidelines for the
 
succeeding fiscal year.
 

Without attempting to overburden the project with excessive
reporting requirements or evaluations, the procedures discussed above

provide a reasonable basis for adequate project monitoring and
 
evaluation of overall project results both on an immediate and
 
continuing basis.
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IV. 1INANCIAL.ANALYSIS 

A. Alternative Sources of Financin2
 

This project is part of the U.S. Government contribution to
the IGGI non-focd assistance for Indonesia through GOI fiscal year
1974/75. The GOI has specifically requested AID assistance for this
project 
 A number of donors are

engaged in assi6tance to the Indonesian agricultural sector, either
directly through specifically crop-related programs or through aid for
reconstruction and improvement of rural infrastructure. Donors in the
agricultural sector include both the international agencies the IBRD,
-
Asian Deveiopment Bank and United Nations Food and Agriculture

Organization - and a range of individual countries - the Federal Republic

of Germany, TheNetherlands, Japan, the United Kingdom, Canada, France,
Australia, New Zealand and Belgium. 
The IBRD is also currently interested
 
in a program for rural road bettarraent as well as in a loan to assist the
kabupaten works program (see Section III, B. 4 above). 
 Other donors are
expected to contribute within the overall IGGI levels to additional
 
projects in agriculture.
 

With respect to the major purpose of increasing basic rural

and agricultural production the project to be financed by this loan is
 
included within the agricultural sector. 
The focus of the project
however on poorer areas and the aim of providing immediate rural.employ­
ment set thin project apart. 
 In view of the specific experience of
AID with Food-for-Work as the predecessor to this project, other donors
 
are not expectad to provide assistance to similar projects. Accordingly

alternativc financing is not available from other donors, and Exim Bank

has expressed no intoreat in financing this project. 

B. Financial Requircment - Project Costs 

Total project cost is estimatee at $20.0 million including the

$6.8 million provided by this loan and $13.2 million equivalent in rupiah

from the GOI budget. 
The loan amount includes approximately $300,000
to cover the cost of the two expatriate technical advisors for the project;

each will be assigned for a poriod of approximately three years. 
 The

funds for these advisors will be expended in foreign exchange for salaries,

allowances, vohicles and intornational travel; local support costs will
be met by the GOL. The $6.5 million balance of the loan will be converted
 
to rupiah and expended by way of reimbursement to the GOI for project costs
 
already incurred. Apart from the expatriate technical advisors, there
will be no requirement for foreign exchange as 
such and no AID funds will

be earmarked for such purpose. 
Approximately 60 to 70 percent of overall
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of labor, about six percent for
project costs'will be for payment 
design and other services by the kabupaten public works 

offices,
 

administrative costs, and the
 approximately nine 	percent for UN 
As discussed
 

balance for procurement of materials and transport. 


in Section II .B.2 above, for the sub-projects themselves, labor
 

costs are arpected to amount to 70-80 percent and materials,
 

transport, design, etc. to-20-830 -percent of the remaining sub­

project allocations. 
Table I 

Sumarv of Project 	Costs 
(in millions)
 

Total
GOI FY No. of Kecamatan GO1 AID 

2.6 1/

1974/75 	 100 2.6
 

4.2
2.6 1.6
1975/76 	 150 

5.33.3 2.01976/77 	 200 
7.9
300 
 4.7 3

1977/78 

6.8 20.013.2 

includes $0.3 million for technical advisors
1/ 

of FundsC. Arrangement for Provision 

The terms of this loan to the Government of Ihdonesia 
will be
 

forty years -dtha ten year grace period. Interest during the grace
 

period will be at two percent per year and thereafter 
at three percent
 

per year. Principal and interest will be payable in U.S. dollars 
in
 

level cemi-annual installments.
 

Budget procedures for the project provide that 
sub-project
 

each following
selection will be complete and the proposed budget for 

compiled by September of the precedin,
fiscal year (beginning I April) be 

Final approval and istablishment of the budget 
will take place
 

year. 
 Central Government Depart­
by January following reviow by the concerned 


ments, particularly by tho National Development Planning Agency (BkPPENAS),
 

which is responsible for the development budget, and by the Department
 

The budget will provide for disbursements by fiscal 
year


of Finance. 

quarter in advance 	according to the expected implementation schedule
 

during the fiscal 
sot forth in tho budgot documentation for sub-projects 

year.
 

Project funds will be provided by the Department of Finance 

via the State Treasurer's Office at provincial level 
to local branches
 

local branch will then disburse 
of Bank Rakyat Indonesia (BRI). The BRI 

to the DK.P resort officer for payment of labo. and procurement of 
funds 
materials. Expenditures of funds will be reported both through 

the
 



Department of Finance and DtP channels. The DMP quarterly operationalreports to AID (see Section *III.Cabove) will also include a report

of such expenditures.
 

This combined report will include a certification by DMP/Jakarta for
each subproject completion. Ihis certification of completion, which
will include certification of the undertaking by the Kecamatan and
Kabupaten to provide for maintenance, will be the basis for AID
reimbursement under the project. 
To the extent of such completion, within
sixty days following the end of each quarter of the GOI fiscal year,
AID funds will be converted to rupiah for reimbursement of the completed
subprojects. 
The payment autount will correspond to the AID share based
 upon an annual percentage derived from the division of project costs
indicated above in Table 1, Such payment will be made for the actual
cost of those subprojects recorded as completed and so certified in the
quarterly reports which DMP will provide to AID.
 

Funds for reimbursement by AID will be made available from the beginning
of GOI fiscal year 1975/76 and will assist in financing the projectthrough fiscal year 1977/78. The GOI has already provided a total 
budget of $2.6 million equivalent for the first fiscal year 1974/75.
While reimbursement in 
a given year is programmed as the percentage of
AID funds tc total project costs according to the schedule in Table 1 
 above,if the project expands at an accelerated rate, the percentage of AID
funding can be increased up to a total of 50 percent of the project
costs for that year. Thus the drawdown of AID funds could be more rapidthan the presently estimated three year period. If the project movesat a slower rate than estimated and all loan funds are not disbursedas the end of three years, consideration will be given to whether the
project warrants continued support or funds should be 
deobligatud.
 

Each quarterly AID reimbursement will require a finding by AID that

the project is being carried out satisfactorily in accordance with
agreed upon standards. In making this determination AID will rely upon
the reports submitted by DMP, the reports and advice of the two
technical advisors, and upon the annual joint AID-D £ evaluation to
the extent the sampling has been completed by the quarter in question.
Should AID determine in any given quarter that the overall progress
of the project is unsatisfactory and that no further AID commitment should
be made until correction has been effected, release
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of AID funds will be suspended. Con-inuing failure on the part of the
 
GOI to correct recognized serious inadequacies may result in AID
 
terminating assistance to the project. The loan agreement will contain
 
proviaions covering both these requirements.
 

D. Impact on U.S. Balance of Payments
 

Except for the techaical advisors, who will be recruited from
 
the United States, there is no foreign exchange requirement as such
 
for the project and no AID funds will be earmarked for such purpose.
 
All other funds provided by the loan will be converted to rupiah and
 
expended in Indonesia.
 



--
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V. ECONOMIC AND SOCIAL FACTORS 

Zighty-five percent of employment in Indonesia is in rural areas
 
and 72 percent of the rural employed are in agriculture. Although

total GDP is estinated to have increased 40 percent in -real 
terms
 
during PELITA 1, agricultural production grew by only 10 percent

and two-thirds of that growth appears to have been from the forestry

and estate crop Bubsectors which account for less than five percent

of total agricultural employment. These statistics as well as
 
considerable qualitative information (increases in landless laborers,

decrcwscd real wages for unskilled rural workers, easier access to
 
new technology by larger farmers, etc.) indicate the standard of
 
living of a significant portion of the population in rural areas has
 
deteriorated in recent years. 
This project is directed toward reversing

th't decline by providing ianiediate temporary employement and improving
 
the production base in the poorest areas.
 

The provinces initially included in this project are listed in the
 
follouing.table. 
Also shown are total population, rural population,
 
rural labor force, and agricultural labor force.
 

Table 2
 

Ppulation and Labor Force Data From the 1971 Census
 

Province 
 Population (thousands) 
 Rural Labor Force (thousands)
 
Total 
 RRural Total % Agricultural
 

Iorth Sumatra 6,623)

West Sumatra 2,793) 82% 
 4,420 81%
 
South Su=itra 3,444)
 
Lampung 2,777)
 
West Java 21,633 87% 5,627 63%
 
Central Java 21,877 
 89% 7,523 63%
 
Eost Java 25,527 86. 8,118 75%
 
Yo8yaltrta 2,490 84% 
 906 63%
 
East Nusa Tenggara 2,295)
 
Went Nusa Tcnggara 2,205) 
 89% 2,180 80%
 
Bali 2,120)

South Sulawesi 
 84% 1,220 72
 

Total Above 
 98,973 86% 28,194 75%
 
All Indonosia 119,232 82 
 34,009 72%
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The effectiveness or success of the-project in achieving its
 
objectives will to great extent depend upon the types of sub-projects
 
carried out. Accordingly, the capacity of the project to realize
 
these ends turns in the first instance on selection of sub-projects
 
directed to accomplishing these objectives and to activities which
 
can in fact be implcmented with locally available skills and materials.
 
See Section III B.2 above for discussion of the specific criteria for
 
sub-project selection.
 

The expected economic benefits from completed sub-projects as
 
well as the measure of opportunity for immediate employment were
 
principal factors connidered in crriving at project mix, which in turn
 
provided a cost esti.3te. Accordingly, although the sub-projects to be
 
carried out during the term of the project have obviously themselves
 
not been selected, the overall project figures reflect a judgment with
 
respect to the expected composition of the project once under way.
 

In terms of results the project has been designed to support sub­
projects initially in 100 of the 2,275 kecamtan in the provinces above,
 
with gradual expansion to 300 kectmatan. The total project budget will
 
finance approxirately 45 million rtan-days of labor and benefit more
 
than 500,000 rural franilies. These totals are derived in the first
 
instance from the experience of Food-for-Work. The immediately preced-ing
 
two years (GOI FY 1972/73 and 1973/74) of Food-for-Work activities were
 
reviewed in terms of total sub-projects carried out, number of kabupaten
 
In which Food-for-Work was engaged, man-days of labor involved and total
 
cost of the program per year. For those two years the figures indicate
 
132 sub-projects carried out in the last yoar end 153 the preceding year;

and 62 krbupaten invrlvzd the second year with 54 for the prior year.

Total man -d:ya of labor for each of the two years were 10 million for
 
1973/74 and 15 million for 1972/73. Total project costs for the same
 
years wore $4.1 nrnd %4.9 million equivalent. (Note: The reduction in
 
the program for GOI PY 1973/74 reflects a decline in PL 480 assistance.)
 
See Annex i for Food-for-Work statistics.
 

Accordingly, drauing upon the experience of Food-for-Work the
 
estimate of $2.6 millicn for the first year for this project was arrived 
at on the b:asis of one or two projects of the illustrative type described 
at Annex VII for eiach kecarnatan. Records for Food-for-Work were kept
by kabupaten, but the 62 involved in the most recent year are estimated
 
to have included sub-projects in somewhere close to 100 kecamatan. This
 
was therefore considered a reasonable starting base for this project,
 
and the $2.6 million or Rp. 1.1 billion amounts to Rp. 10 million for
 
each kecamatan (as well as an additional Rp. 100 million for overall
 
project administrative expenses).
 



-28-


Expansion cf the project each year from 100 to 150, 200 and 300kecamatan is based upon a Judament derived from the experience of thepast five years as to the administrative capacity of DMP and local
government effectively to implement the project,new and uponexpectation of the number and the type of sub-projects involved and.
total can-days of labor available for each sub-project during the
period between planting and h--nrvest. 
 The growth is gradual and
reflects for each year the experience of the preceding year.
 
For the participating provinces, the avorae rural labor- forceIn a&ch kecamaten is about 11,500. Although no reliable statisticsexist cn unemployment or undaremployment in Indonesia, it is generallyestimated that peak seasonal unemployment in the poorer rural areas
of Indonesia ranges between 25 cnd 35 percent in rural areas.
would indicate i-a This
the typical kecamatan selected under this project
that during the peak months of unemployment soiwething on 
the order of
3,500 people in the labor force are without useful work.
 
As discussed above, the average budget of Rp. 10 million per
keceaitnn in this project is the amount estimated to be required to
reduce aignificantly the local unemployment

75 percent problem. With approximatelyof the average kec catan allocation being spentand an avorage wage rnto oZ rp. 125 per 
on labor 

inn-day, this allocation willprovide 60,000 man-days or appro::imately 2,500 man-months of paidemployment. 
 This could amount to as much as
labor force 
25 percent of the unemployedduring the three-month peak unemployment season. 

The kabupaten works program also creates short-term employment.
Although this progrcai exists in overy kabupaten, as discussed above,
its employment gnnerating impact io not equally felt in all kecamatan.
However, for illustrctive purposes it 
can be estimated that, for a
Rp. 300 allocation por capita and with 25 percent of the total forlabor, up to approxcitmntely 1,000 r-an-months of employment will be createdin the average kocaz'_tan trder the kabupaten works program. 
From the above it can be seen that this project will have a major
impact upon underenpln.noynt and hence on 
the economic well being of a
significant number of people in the poorest kcecamatan in Indonesia.
It is nlao 
clo-r that tlin project

impact iu this regard in 
will have a greater direct beneficialthe poorest kecamatan than ai., of the other majorGOI pre-rems currently being Implcnanted. 
 It is not possible in advance
of project implementntiou, 

production and employment 
hcriever, to assess quantatively the long termexpansion impact of individual sub-projects. 
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Quantitative and qualitative benefit assessment will be one of
the elements of the ongoing project evaluation process. In genera],

qualitative evaluation of previous aimilar small scale, labor­
intensive, infrastructure projects such as 
the village subsidy program

shows a significant beneficial economic impact. 
The requirement that
sub-projects be selected, implemented, operated and maintained by the

last people who will benefit from them is an essential element in
 
ensuring that this continues to be the-case.
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VI. WAN AIMINISTRATION
 

A. Timetable for Administration 

Loan Authorization 
Execute Loan Agreement 
Initial CPS met 
Technical advisors contracted 
First reimbursement payment from the loan 
Reimbursement payments from the loan 

May 1974 
June 1974 
September 1974 
September 1974 
September 1975 

made on a quarterly basis or less 
frequently as appropriate for each 
of the following years: 
1976 and 1977 

Final disbursement 
Annually 
September 1978 

B. Terminal Dates for Cenditions Precedent. Disbursement
 
Authorizations and D.bursements
 

1. Conditions precedent to initial disbursement will be met
within three mouths of signing the loan agreement.
 

2. The terminal date for requests for new disbursing
authorizations will be 30 l'arch 1978 corresponding to the end of the
third and final GOI fiscal year included under this loan; this is
estimated to be approximately forty-six months after the date of

signing the loan agreement. 

3. The terminal date for disbursement is30 Septcmber 1978 
 or six r-ontha after the terminal date for request
for new disbursing authorizations. 
This should permit sufficient time
for final disbursements and accounting, and is expected to be
 approxm 'tely fifty-two months after the date of signing the loan
 
agreement.
 

C. Conditions Precedent to Initial Disbursement
 

1. Opinion of the Indonesian Minister of Justice or other
-legal counsel satisfactory to AID that the loan agreement has been duly
authorizod or ratified by and executed on behalf of the Borrower and
is 
a valid and legally binding obligation in accordance with its terms.
 

2. Names of the persons who will act as representatives of
the Borrower together with evidence of their authority and specimen

signature of each.. 
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3. Detailed criteria for selection of sub-projects
 
including evaluation or indication of value to be accorded'economic
 
and other relevant factors such as labor-intensity.
 

4. Contracting of at least one and if possible two
 
expatriate technical advisors, said contracts to be in accordance
 
with AID requirements.
 

5. Assurance of the establishment of (a) a budgetary
 
allocatibn for the project for the first fiscal year in which loan
 
funds will be required and (b)an approved payment authorization in
 
the amount required for the first three months of project operations.
 

D. Conditions Precedent to Each Additional Disbursement
 

1. Assurance of the establishment of (a) a budgetary
 
allocation for the project for each succeeding fiscal year in which
 
loan funds u'ill be required reflecting an increase over the preceding
 
year budget at a rate agreed upon by AID and (b) an approved payment
 

authorization in the txount roquired for the first three months of
 
project operations for that fiscal year.
 

2. Certification by the Borrower of the successful completior
 

including the undertaking by the kecamatan to provide for maintenance,
 
of each sub-project for which loan funds will be applied as reimburseme
 
for sub-project costs.
 

3. Determination by AID that the overall project is being
 

carried out satisfactorily in accordance with agreed upon standards
 
and criteria.
 

E. Borrower Coernants
 

1. Mahe available to.the executing agency oma timely basis 
any Indonesian currency necessary for implementation and completion of 
the project -and any .,foreignexchange or Indonesian currency necessary 
to complete the projoct if the loan proceed3 are not sufficient. 

2. Assist the executing agency to carry out the project or
 
cause the project to he carried out with due diligence and efficiency
 

and in conformity with sound technical, financial, administrative and
 
management practices, and any plans, schedules and other arrangements
 
together with all modifications therein approved by AID.
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3. Carry out during the term of the project at times 
to be agreed upon during the course of each year a joint reviewwith AID of a random stratified sample amounting to approximately

ten percent of sub-projects being carried out during said year.
 

4. £noure that an effective program of maintenance and
repair,including necessary funding therefor, is provided for all

completed sub-projects in order to assist in achievement of the
 
purposes of the- project.
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VII. INDONESIA'S ECONOMIC PERFORMANCE AND DEBT SERVICE PROJECTIONS 

A. Genera]. Economic Developments
 

The growth rate of Xndonesia's population between 1961 and 1971
 
was close to 2.1% per annum. The current rate of growth is thought to b'e
 
about 2.6%. Although estimates of GDP are not very reliable because the
 
quality of data in Indonesia is exceptionally poor, the prevailing opinion
 
is that GDP growth in 1973 was about 7%, which implies per capita GDP
 
growth around 4.5%. 

Probably the most significant economic development in 1973 was
 
the increase in the f.o.b. price of oil from $2.93/barrel at the beginning

of the year to $10.80/barrel at the end. This, coupled with production

increases should lead to a gross value of crude oil production in 1974/75

of about $6 billion (vs. $2 billion 1973).
 

After several years of impressive gains in rice production in
 
the early years of the First Five-Year Plan, Indonesia experienced a set­
back in 1972-73. Rice production declined 3%, in contrast to a planned
 
increase of 5%. This was the first year in the current Five-Year Plan in
 
which rice production failed to meet the target figure. The shortfall
 
was due in part to bad weather. Support prices for rice, which fell rela­
tive to other farm prices over a three-year period, are also believed to
 
have been too low to make yield-increasing investments attractive for
 
farmers. 

Compounding the production shortfall, the government switched
 
to a new system of domestic procurement of rice just before the principal

harvest in April 1973. Village-level cooperative units were formed through­
out the country as procurement intermediaries. Because they were not pro­
perly prepared for the role, they were not effective and domestic procure­
ment of rice fell far below the target. Counterproductive government pro­
curement measures were adopted which accelerated the price increases. The
 
goverrm-nt eventually imported large quantities of rice at high prices.
Imports of rice in the 1973/74 fiscal year are estimated at 1.7 million
 
tons valued at $500 million. compared with 1.0 million tons valued at 
$166 million during the previous year. Imports of wheat were estimated
 
to be an additional $100 million.
 

Aside from rice, corn production in 1972 was down 12%, cassava
 
down 6%. Rubber, palm oil, sugar and copra registered modest increases0
 
Fish production rose slightly (by 1%) and timber production rose sharply
 
(by 28%). 
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The effects of four years of rehabilitation of production faci­
lities and physical infrastructure have been reflected in the rapid growth

of industrial production. The IBRD estimates overall industrial growth to
 
have exceeded 15% per year in the period 1968-1971. Industrial growth

slackened to 9% in 1972. 
Since the industrial sector is so small to begin

with (9. of GDP in 1972), the impact of industrial growth on the overall
 
economy is not very great. Up until now, industrial growth has been con­
centrated in import-substitution activities. The most impressive gains in
 
1972 were in textiles (up 16%), cement (up 23%), fertilizer (up 17%), cycle

and car tires (up 65%), and paper (up 31%). In the-same pericd, Indonesia
 
began producing sheet glass, steel cable, and a variety of other products

which previously had been entirely imported. 
The potential of manufactur-.
 
ing for export was recognized by the government and it began to promote

the establishment of plants to assemble micro-circuits and other electronic
 
components.
 

The current rate of investment for to e Indonesian economy is
 
estimated by the IBRD at 20-25% of GNPo 
 Both foreign and domestic invest­
ment are growing rapidly. Until recently total investment financing came
 
from a lower proportion of domestic savings and a higher proportion of
 
foreign finanning (government aid as well as private investment) than was
 
appropriate for self-sustaining growth. -With the recent increase in export

earnings a much higher proportion of investment will be financed from
 
domestic savings.
 

During the past year, the government also adopted a number of
 
important measures designed to promote investment. These included the
 
rationalization of the structure of import duties, provision of long-term

credit to small entrepreneurs, the establishment of the first of several
 
industrial estates, and the reorganization of the Foreign and Domestic
 
Investment Boards into a single entity.
 

B. Fiscal and Monetary Policy
 

The government continues to follow.a conservative fiscal policy

based on the principle of a balanced budget. Non-oil revenues increased
 
26% in 1972/73, an estimated 45% in 1973/74, and are conservatively pro-

Jected by the GOI to increase 26% in 1974/75. Oil revenues increased
 
67% in 1972/73, 74% in 1973/74, and may quadruple in 1974/75. Expendi­
tures continue to lag behind planned levels, particularly those related
 
to foreign assistance projects, reflecting the limited capacity of the
 
bureaucracy to manage rapidly growing programs.
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Interest rates were reduced during 1973, partly because the
banking system was uriable to make loans rapidly enough to keep pace with

the flow of deposits at the higher rates and partly because of a desire
 
to reduce the inflow of foreign short-term deposits. One undesirable
 
consequence of the lowered inte:est rates has been a reduction in the

level of domestic time deposits. The money supply increased 55% and 48%
during the 1972-73 and 1973-74 fiscal years respectively. Combined with

rice shortages, higher import prices and higher demand associated with
population and income growth, the result has been the most serious bout

of inflation experienced by the New Order-in five years. 
From September
1972 to September 1973, the Cost-of-Living Index for Jakarta increased

42%. The weighting and narrow geographic scope of this index tend to
 
overstate the size of price increases for the nationr-as a whole. Never­theless, the effective rate of inflation during the 1973/74 fiscal year

is expected to be on the order of 45% nationwide. 
One of the most serious
 
problems now confronting the GOI is the control of inflation.
 

C. Balance of Payments
 

The foreign trade sector has been the most buoyant economic
sector during the past yerr. 
 In fiscal year 1972-73, export earnings

grew 41% (to $1.9 billion), led by oil earnings which grew 
64% (to $965million). Other leading exports were timber (up 61%), coffee (up 54%),tobacco (up 63%), tin ore (up 21%)j Higher prices were the principal
factor in these rapid increases. 
Higher prices also contributed to the

sharply increased value of irnports---up 39% during the same year. 
Food­
stuffs grew more rapidly than nny other category of imports (72% in
calendar year 1972). 
 Other rapidly growing imports were chemical pro­
ducts, machinery and equipment, and metal products. Growing exports
together %ith large inflows of private capital and foreign assistance
 
resulted in an overall balanceof-psyments surplus of $425 million in
 
1972-73.
 

In the 1973/74 fiscal year, the payments balance on goods and

services is expected to be unfavorable in the amount of $812 million

($1,492 without oil). Compared N7ith the previous year, higher net oil

earnings were more than offset by higher imports---especially food im­ports. Debt service payents of $134 million are an additional negativeelement. Partia'ly offretting the negative elements, private capital
flow-s aze e:nczted to incres-e 13%---to $531 million---and foreignassistauce flo%7s are expected to jump by 30% to $631 million. The
overall balance-of-payants surplus for the current year comes out 
to $229 million, it is estimated that Indonesian net reserves will
 
reach about one billion dollars by the end of March 1974---equivalent

to three months of imorts.
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For 1974/75, USAID projections for the balnce of payments re­flect the sharp increases inoil prices and import prices that have oc­curred since the IMF/IBRD estimates were prepared in November 1973. 
As
shown in Annex VIII, the Goods and Services balance is projected to change
to a surplus of $253 million and net foreign exchange reserves probably

increasing by as much as $1.4 billion.
 

In the face of Indonesia's impressive balance-of-payments per­formance, the government's request at the December 1973 IGGI meeting for
$850 million in foreign assistance for the 1974/75"fiscal year appears
somewhat high. 
The rationale behind a request of this magnitude includes
the followfng elements: 
 (a) Indonesia's rapid accumulation of reserves
is attributable to unforeseen developments whose long-term ramifications

have not ye1 been analyzed; (b) Indonesia remains one of the poorest
countries in the world and the donor nations continue to express a lively
interest in providing assistance to Indonesia; and (c) the IGGI donors
made general conmitments of $875 million against last year's request so
that this year's request can be interpreted as a reversal of the trend
 
toward larger amounts of aid.
 

Whila the IBRD endorsed the Indonesian request, the Bank pointed
out that the circumstances will require the Indonesians to reassess their
 
foreign assistance strategy.
 

/

D. Debt Service Cap t
 

1. oign Indebtedness
 

Biiateral agreements for the rescheduling of the pre-July
1966 debts in accordancc with the Paris Minute have been signed with all
the participatirg countries. 
Agreements with non-participating creditor
countries have been concluded with Bulgaria, Czechoslovakia, East Germany,

Hungary, Poland, Romania and the U.S.S.R.
 

According to available data on Indonesia's pre-July 1966
debts, evaluated at exchange rates in effect on June 30, 1973, the total
principal together with rescheduled contractual interest and moratorium
interest accrued prior to January 1, 1970, amounted to $2,162.6 million;
of this total, $750.8 million was owed to the participating creditor
countries, $1,393.4 million was owed to the CMFA, countries, mainland
China and Yugoslavia. and $18.4 million was owed to other creditor
countries. 
Total interest payments, excluding those already rescheduled
and moratorium interest accrued before January 1, 1970, amounted to $289.0
million. 
With the application of the Bisque clause, annual repayments of
 

1/Based on IMF Report SM/73/266, Recent Economic Developments, 11/28/73.
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principal on pre-July 1966 debts would amount to about $40.1 million
 
during 1973-7,; such payments rise to a maximum of $99.8 million during

1992-99. In addition to the annual interest payment of about $19 million
 
during the years 1985-99, deferred interest will be paid, increasing from
 
about $2.7 million in 1973 to about $15.6 million in 1992 and declining

thereafter to about $11.3 million in 1999.
 

Revised data on Indonesia's non-Cuaranteed debts outstand­
ing as of December 31, 1972, excluding commitments against which delivery

of goods and services was subsequently cancelled, indicate that, of the
 
$82.7 million outstanding on June 30, 1966, $69.9 million had been settled
 
through the DICS scheme by August 31, 1973, leaving an amount of $14.7
 
million outstanding on that date.
 

Total zvernT.ent loans contracted from July 1, 1966 through

December 31, 1972 amount to 
 3,204.6 million. Service payments on these
 
loans are estimated at about $69.9 million in 1973 and are expected to
 
increase to about $166.1 million in 1982. 
Available data on other foreign

debts of the public sector (primarily foreign debts of Pertamina), indicate
 
service payments due in 1973 of $116.0 million. Service payments on these
 
debts are expected to increase to $215.9 million in 1975 and then decline
 
to about $37.3 million in 1982,
 

2. Debt Service Re uiremants
 

As a result of the rescheduling of Indonesia's pre-1966

external debt, the ratio of debt setvice requirements to export earnings

(oil exports being net of oil sector service payments) in 1972 was low--­
about 8 percent. As a result of the sharp increase in export earnings

the debt service ratio fell to about 6 percent in 1973 and is projected

at about the same level for 1974. Although total debt payments will rise 
appreciably throughout the 1970's as grace periods expire on aid received
 
after 1966 and as medium-term obligations fall due, the debt burden should
 
remain manageable during the decade given export prospects. Taking into
 
account service payments on rescheduled loans, total service payments on
 
public sector external debts will adouit to $228.4 million in 1973,
 
$358.4 million in 1975 and $280.7 million by 1982.
 

With the overall rescheduling of old debts already agreed

upon and the potential for Indonesia's export expansion, the repayment

prospects for the proposed loan appear reasonable. Our assessment of
 
Indonesia's repayment prospects is shared by other IGGI donors.
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FY 1974-75 PARTICIPATION
 

Province Kabupaten Kecamatan 

I. NORTH SUMATRA 1. SIMALUNGUN 1. Pane Tengah 
2. Raya
 

II. WEST SWIATRA 2. PASAMAN 3. Rao .apat Tuneu! 
4. Bonjol
 

III. SOVTIH SUMATRA 3. OGAN KOMERING HULU 5. Belitang
 
6. Buay Madang
 

IV. LAMPUNG 4. LAMPUNG UTARA 
 7. Sumber Jaya
 
'8. Bukit Kemuning
 

V. WEST JAVA 5. Sumedang 9. Cadasngampar
 
10. Tomo
 
11. Darmaraja 

6. CIAMIS 12. Cigugur
 
13. Langkaplancar
 

14. Cijulang
 

7. PURWAKARTA 15. Plered 
16. Campaka 

8. MAJALENGKA 17. Bantarujeg
 
18. Sukahaji 

9. KUNINGAN 19. Cidahu 
20. Ciawi Gebang
 

10. CIANJUR 21. Cikalong Kulon
 
22. Mande
 

11. LEBAK 23. Cimarga
 
24. Pangarangan
 

VI. CENTRAL JAVA 12. REMBANG 
 25. Sulang
 

26. Sumber 
27. Sluke 

13. GROBOGAN 28. Geyer 
SOURCE: Indonesian Department 29. Toroh 

of Manpower, Transmigration 30. Grobogan
and Cooperatives
 
Jakarta, March 1974
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Province Kabupaten 	 Kecamatan
 

31. Jenar
VI. CENTRAL JAVA 14. SRAGEN 

32. Sumber Lawang
 

15. BANJARNEGARA 	 33. Pcjawaran 
34. Wonoyoso
 

35. Jiken
16. BLORA 

36. Sambong
 

17. DEMAK 	 37. Karanpanyar
 
38. Mijen 
39. Caj ah 

18. BOYOLALI 	 40. Wonosegoro
 
41. Kemusu
 

19. WONOGIRI 	 42. Batuwarno
 
43. Giritontro
 
44. Manyaran
 

20. CILACAP 	 45. Kawunganten
 
46. Kroya
 

21. KARANGANYAR 	 47. Gondangrejo
 
48. Jumapolo
 

49. Sentolo
VII. YOGYAKARTA 	 22. KULON PROGO 
50. Kokap
SPECIAL DISTRICT 

51. Nanggulan 
52. Lendah
 

53. Semanu
23. GUNUNG KIDUL 

54. Tepus
 
55. Rongkop
 
56. Nglipar
 

VIII. EAST JAVA 24. TULUNG AGUNG 57. Pucang Laban 
58. Gampurdarat
 
59. Taaggunggunung
 

25. BANGKALAN 	 60. Geger
 
61. Galls 
62. Kokop
 

26. 	 LAMONCAN It . t4tioo, 
to,;* I. rve­

o S. I I I m'iilj , 
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Province Kabupaten Kecamatan
 

VIII. EAST JAVA 27. BOJONEGORO 66. Xgambon 
67. Kalitidu
 

28. TRENGGALEK 68. Dongko 
69. Pule
 

70. Pogalan
 

29. TUBAN 71. Montong
 
72. Merakckurak 

30. SUMENEP 73. Batuputih 
74. Rubaru
 
75. Batang-hatang
 

31. PACITAN 76. Tulakan 
77. Sudimoro
 

78. Pringkuku 

32. PAMEKASAN 79. Batumarmar 
80. Tlanakan
 

IX. B A L I 33. KARANGASEM 81. Kubu
 

.82. Abang
 
83. Bebanden
 
84. Karangasem
 

85. 'Manggis 

34. BANGLI 86. Kintamani
 
87. Susut
 
88. Tembuku 

X. WEST NUSA TENCARA 35. LOMBO TENGAH 89. .Janapria
 

90. Praya Timur
 

36. LOMBOK TIMUR 91. Sakra 
92. Kruak
 

XI. EAST NUSA TENGGARA 37. KUPANG 93. Kupang Barat
 

94. Kupang Timur
 
95. Kupang Tengah
 
96. Sabu Barat
 

XII. SOUTH SULAWESI 38. JENEPONTO 97. Binamu 

98. Batang
 

39. LUWU 99. Bone-Bone
 
100. Masamba
 



AID-DLC/P-2027 
May 16, 1974 

IPMACT OF PRIJECT ON EVIONMENT ANNEX 7;, Page 1 of 2 

Environmental Analysis:
 

The Rural Development project will provide financing jointly 

with the Government of Indonnsla (GOI) for rehabilitation and 
construction of basic rurnl fcilities in those sub-districts 

(kecamatan) determined to hve the greatest need.
 

Implementation of the project will be by the Department of 

Manpower, Transmigration and Cooperatives (DMP) of the GOI.
 

Selection of kecamatan will be by the LI;P on the basis of need for 

increased per capita agricultzral production and the accompanying 

basic need for increased rural income. Initial selection of sub­
projects wiil be at the kecac level, with review at the district'. an 


(kabupaten) level, cploval at the provtncial level., with final
 

authorization by the EP.
 

Sub-projects are expected to be short-term (three to six months
 

duratinn), labor intcnsie, and responsive to the needs expressed
 

by the people at the villno lvel of government. Sub-projects are 

expected to range in size fren US$ 5,00(iZ 4 50 man-days work 
equivalent) to US$ 25,CCO (62,250 man-doya work equivalent). Ntmbers 
of sub-projects are expect&i to Increase from approximately 175 in 

1974-75 to approsimately 500 in 1977-78. AID participation in the 

sub-projects, on a ,eitmbursable basis, would be appro;Limately 35 percent
 

and 0G0 participation approxiv:mtely 65 percent.
 

Typical sub-projects would include terracing and reforestation 

for erosion control; claning and rehabilitation of irrigation canals 

for improved water delivery, control a-nd drainage; rehabilitation and 

improvnt of rural and village roads; construction of swall bridges; 
etc. 

As ray be seen from the above project summary, sub-projects would 

be small in size, widely scattered and of a type generally associated 
ith maintenance and conservation of resairces. It would be extremely 

impractical for ezch cub-project site to be viaited by someone
 

knowledgeable enough 6ccurately to predict environmental implications.
 

As discussed in Section 1II.B. of the Capital Assistance Paper,
 

selection and approwal of sub-projects involves review by each concerne, 

technical department at the district or kabupaten level of government. 
This includes review not only by the Department of Public Works office 

concernod with engineering standards and design, but alsc by the 
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.Department of Health representative, the Department of Agriculture

representative, etc. 
 Each of theae offices is expected to examine
 
each sub-project in terms of implications for their.particular
 
field of responsibility.
 

Through this selection and approval procedure, and from feedback
 
obtained from AID and 
RIP yearly random sample monitoring (approximate­
ly 10 percent of sub-projects as diacussed in.Section III.C. of the 
-'CAP), adequate protection for maximizing environmental'benefits and 
minimizing adverse effects is assured. 
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CERTIFICATTON P!JNIJNT TO SOC'7ON 6 1(e) orF
 
THE FOREIGN ASSI NCE ACT 07 19. , AS A'.EO.ED
 

I,.Richard M. Cashin, the principal officer of the Agency for
 
International Development in Indonesia, having taken into account among
 
other things:
 

the previous experience of the Government of Indonesia in
 
association with AID in implementing the Indonesian Food for Work Program;
 
and
 

the commitment of the Govurnment of Indonesia to carry out this
 
project effectively as evidenced by the scale of effort included for the
 
second Five-Year Plan (1974-79),
 

do hereby certify that in ny judgment Indonesia has the financial 
and human resources capability to implement, nMLntain and utilize 
effectively subject projcct for rural developwent. This judgment is based 
on the follovuing: 

1. The Government of Indonesia will agree to the obligations
 
to be included in the authorization for subject capital assistance project;
 
ind
 

2. Adequate pla.nning for project implcmentation and sufficient 
financial support for timely and effective execution will be provided ii
 
the Government of Indonesia ccmplies with the program set forth in the
 
Capital Assintance Paper.
 

Richard 14. Cahin 
Director, USAID Indonesia
 

Ua,
 
Date 

http:A'.EO.ED
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'ILLUSTRATIVE SUB-PROJECTS 

(A) 	 Province: Central Java 
Kecamatan: Masih Perawan 
Population: 43,650; Rural Labor Force: 17,000
 

Unemployment: 4,215 peak seasonal unemployment
 

Prevailing Wage Rate (unskilled labor): Rp. 125/day
 

Budgetary Allocation: Rp. 11.2 million
 

Short term employment created: 68,396 man days or 2,700 man months
 

Projects: 	 (a) Terracing of Bukit Bukan Main and planting with 

fruit trees to prevent erosion and provide additional 

income for the village of Miskin Sekali. - Rp. 7,193,680 

(b) 	Construction of 3.2 km x 3.5 m loose surface
 

road between village of Cari Kesempatan and main 

market road to Nanti Kaya. - Rp. 3,995,500. 

Work 	Required:
 

(a) 	Construction of 21,340 meters of stone wall 1 meter
3
 
wide and.5 	meters high (10 terraces) totalling 10,670 m


of stone work. Digging of 14,228 holes and planting
 

of seedlings. 3 

(b) Collection, transport, and crushing of 2,800 m of 

stone obtained from riverbed, placing of stone on 

roadbed, cutting and filling. 

RupiahsBudet : 

x Rp.125) 3,'557,5001. Coilection of stone (28,460 mandays 
2. Construction of wall (16,000 mandays x Rp.125) 2,000,000 

3. 	 Digging of holes and planting of seedlings 
(2,100 x Rp.125) 262,500 

4. 	 Purchase of seedlings (14,228 x Rp.60) 973,680 
400 ?0005. Contingency 


Rp. 7,193,680 

Budget (b)­

1. Collection of stone (3,736 	mandays x Ro.125) 467,000
 

2. Cutting and filling (6,900 	x Rp.125) 862,500
 

3. Transportation of stones 	 840,000
 

4. 	Placement of stones (.1,200 x Rp.125) 1,400,000
 
246,000
5. 	Construction of 4 culverts @ Rp. 61,500 

180,000
6. Contingency 


Rp. 3,995,500 



ANNEX VII
 
Page 2 of 2
 

(B) 	Province: W. Sumat,, 
Kecamatan: Bonjol 
Population: 41,500 Rural Labor Force: 14,000 

Unemployment: 4,000 peak seasonal unemployment 

Prevailing wage rate (unskilled labor): Rp. 160/day 

Budgetary Allocation: Rp. 8.30 million 

Short-term employment created: 47,150 man days or 1,900 man months 

Project- Rehabilitation of 4.5 km of the Kali Ngomong 

Kosong canal to maximize capacity and thereby
 

avoid flooding of padi fields (130 ha).
 

Present Dimensions: 	 Width - 6 meters
 
Depth - 2 meters
 

Length - 4.5 km
 

Proposed Dimensions: 	 Width - 7 meters
 

Depth - 3.5 meters
 
Length - 4.5 km
 

Works Required: 

3 )1. 	 Dredging of canal (56,250 m

2. 	"Re-embankation" and planting of banks with grass sod
 
to prevent erosion.
 

3. 	Replacement of thre sluice gates.
 

Rupiah
Budget: 


1. 	Dredging - 45,000 mandays @ Rp. 160 7,200,000 

tools (baskets for dirt carrying) 63,000 

2. 	Embanking & planting - 2,150 mandays 
@ Rp. 160 344,000 

3. 	Replacement of broken sluice gates (3)
 

(a) materials 	 174,000
 
(b) skilled 	labor 36,000
 

4. 	Project design, administration, etc. 185,000
 

5. 	Contingency 300,000
 
Total Costs Rp. 8,302,000
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Balance of Payments, 1971/72 through 1974/75 Page 1 of 1
 
(in Millions of U.S. Dollars)
 

1971/72 1972/73 1973/74 1974/75
 
Actual Actual Estimate Projections
 

-812 +253
A. 	Goods and Services -412 -457 


Oil 	(net) 204 399 680 '3 044
 
-856 -1,492 -2,791
Non-oil 	 -616 


(1,827)
Exports (784) (974) (1,711) 


Imp6rts (-1,110) (-1,438) (-2,600) (-3,768)
 

Services (-290) (-392) (-603) (-850)
 

B. 	Miscellaneous capital 190 480 531 773
 

Direct investment 186 254 337 533
 

Other 4 226 194 240
 

C. 	Debt service payments -107 -106 -134 -145
 

Pre-July 1966 debts -70 -57 -78 -78
 

Post-July 1966 debts -37 -49 -56 -67
 

D. 	Unidentified capital move- 2 21 13 .. 

ments, net errors and omissions 

E. 	Official transfers and capital 397 487 631 565
 

Program loans & grants 283 342 386 200
 

Non-Food (184) (194) (284) (io0)
 

Food 	 (99) (148) (102) (100)
 
145 365
Project loans & grants 114 	 245 


F. 	Total A through E 70 425 229 1,446
 

30 . ..•..
G. 	Allocation of SDRs 


11. Monetary movements 
(increase in assets *-) -100 -425 -229 -1,446 

Source: 	 USAID projections and flF Report SM/73/266, Indonesia - Recent Developcents, 
November 28, 1973, page 63 (Table X). 
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Payments Due on Public Sector External Debts
 
Contracted as of June 30, 1973T /
 

(in Millions of U.S. Dollars)
 

New Debts
 

Government Other Public Sector
3/ 

Old Debt,­4- Principal!' Interest Principal Interest Total 

197 4215 22.6 47.3 80.3 35.7 228.4 

1974 43.3 27.7 57.5 129.8 44.8 303.1
 

1975 44.1 37.2 61.2 152.2 63.7 358.4
 

1976 66.0 38.9 61.5 137.9 46.1 350.4
 

1977 66.0 49.1 61.9 114.4 38.6 330.0
 

1978 77.3 64.5 61.2 62.0 31.2 296.2
 

1979 77.3 76.2 59.5 38.3 25.6 276.9
 

1980 77.3 92.6 57.5 27.8. 21.6 276.8
 

1981 77.3 99.3 56.6 18.2 20.0 271.4
 

1982 77.3 110.7 55.4 18.2 19.1 280.7
 

1983 and
 
after 1,8931 2,552.5 692,5 181.0 65.5 5,384.6
 

Total 2,541.5 3,171.3 1,272.1 960.1 411.9 8,356.9
 

Source: 	 IMF Report SM/73/266, Indonesia - Recent Developments, November 28, 1973
 
page 72 (Table XVIII).
 

1/ Excluding obligations of less than 181 days and liabilities of the banking system.
 
2/ Data based on market exchange rates on June 30, 1973.
 
3/ This includes available data on loans to state enterprises, local government and
 

government agencies based on loan agreements signed through October 12, 1973.
 
4/ Comprise debts contracted prior to July 1, 1966. The full use of the option to
 

defer part of the repayment of principal has been assumed in this presentation.
 
/ Excluding $33.3 million paid during 1968 through 1972.
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INDONESIA - WUPAL DEVELOPMFENT
 

COUNTRY TEAM FCOMONDATIO3
 

Subject loan will be of significant economic and social
 

benefit to Indonesia, is consonant with overall United
 

States objectives in Indonesia and constitutes an important
 

element in the United States assistance program for this
 

country. The Country Tea accordingly recommends approval.
 

Richard M. Cashin 
Director, USAID Indonesia 

Erland Hi. llcginb6dham 

Counselor for Economic Affairs 

Date
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CAPITAL ASSISTANCE LOAN AUTHORIZATION
 

Provided From: Food and Nutrition
 
(Indonesia: Rural Works
 

Pursuant to the authority vested in me as Assistant Administrator, Agency
 
for International Development ("AID") by the Foreign Assistance Act of 1961,
 
as amended (the "Act"), and the Delegations of Authority issued thereunder,
 
I hereby authori.-e the establishment of a loan pursuant to Part I,
 
Chapter I, Section 1.03 and Chapter 2, Title I.,to the Government of the
 
Republic of Indonesia (borrowier) of not to exceed Si x Million Eight
 
Hundred Thousand Dollars ($6,800,000) to be made available to assist in
 
financing the t'creilj exchange and local currency costs of a rura.
 
development project.in Indonesia, this loan to be subject to the follow­
ing terms and conditions: 

1. Terms of Repayment and Interest Rate
 

This loan shall be repaid by the Government of the Republic of
 
Indonesia within forty (110) years after the date of the first disburse­
ment thereunder, including a grace period of not to exceed ten (10)
 
years from the date of first disbursement. The interest on the outstanding
 
balance of the loan, including any due and unpaid interest thereon, shall
 
accrue from the date of the first disbursement at the. rate of two .percent
 
(2%) per annum during the grace period and at the rate of three percent
 
(3%) per annum throughout the remaining life of the loan.
 

2. Currency oP Repayment 

Provision shall be made for repayment of the loan and payment
 
of the interest in United States dollars.
 

3. Other Terms and Conditions
 

a. Unless AID otherwise agrees in writing:
 

(1) Equipment, materials and services financed under the
 
loan shall have their source and origin in Indonesia and countries in­
cluded in AID Geographic Cede 941;
 

(2) The GOI shall agree, either in the form of appropriate
 
conditions precedenz or covenants, or both, that it will provide on a
 
timely basis its portion of' project financing at such levels and under
 
such arrangements and timing as AID may agree;
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b. The loan shall be subject to such other terms and
 
conditions as AID may deem advisable.
 

Assistant AQ:rini:trator 

Date 
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STATUTORY CHECKLIST 

I. FULFILUMENT OF STATUTORY OBJECTIVES 

A. Needs Which the Loan is Addressing 

1. FAA Section 103. Discuss tha 
extent to which the loan will 
alleviate starvation, hunger and 
malnutrition, and will =provide basic 
services to poor people enhancing 
their capacity for self-help. 

Through construction and rehabilitatio
of rural agricultural facilities by 
labor-intensive methods, the project 
will not only improve base for in­
creasing agrioultural production, but 
raise people's incomes through employ­
ment opportunity. All these will act 
to alleviate hardship indicated and 
enhance local capacity for self-help. 

n, 

2. FAA Section 104, Discuss the 
extent to which the loan will 
increase the opportunitica and 
motivatfon for family planning; 
will reduce the rate of population 
growth; will prevent and combat 
disease; and will help provide 
health services for the great 
majority of the population. 

Not applicable. 

3.' FAA Section 105. Discuss the 
extent to i ich the loan will reduce 
illiteracy, extend ban!c cduca~on, 
and increaoe manpower training in 
skills related to dovaleopent. 

Not applicable. 

4. FAA Section _06. Discuss the 
extent to which tho lean will 
help solve .conouic end cocial 
development problcii in fiIds 
such an tran portation, power, 
induntry, ut:ban d&-'-alcprinnnt, and 
export davelopment. 

Not applicable. 
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5. FAA Section 107. Discuss the extent-
 Not applicable.

to which the loan will support the general
 
economy of the recipient country; or will
 
support development programs conducted by

private or international organizations.
 

B. Use of Loan Funds
 

1. FAA Section 110. What assurances have The GOI will give it s
been made or will be made that the reci- assurance by signing a loanpient country will provide at least 25% of 
 agreement with such a provi­
the costs of the entire program, project sion therein. 
For this loan
 
or activity with respect to which such 
 the GOI will be contributing

assistance is to be furnished under 
 the equivalent of $13.2

Sections 103-107 of the FAA? 
 million toward a tota' of
 

$20.0 million which constitutes
 
more than 25 percent.
 

2. FAA Section 111. Discuss the extent The project to be financed by
to w -ichthe loan will strengthen the the loan is directly aimed atparticipation of the urban and rural poor improving thelot of the rural
 
in their country's develoment, and will poor.

assist in the development of cooperatives

which will enable and encourage greater

numbers .of poor people to help themselves
 
toward a better life.
 

3. FAA Soction 3.?. Will any part No'.
 
of the Icon be to con:duct any
t:;:.. 

police training or related program 
(other than aasioance rendertid under
 
Section 515(c) oi -1:a 0. nibus Crime
 
Control and Safe Streets Act of 1968
 
or with respoct o Lmy cuthorfty of
 
tho Drug iEnforc:&znt h niotration or
 
the FBI) in a forcign cauntry?
 

.4. FAA Sectoa 113. DLcriba. the Women will also be able
 
extent to which tihe pro 
 r, projects to work on the sub­
or activities to bo ftn1iccd 
 md,r the projects carried out
 
loan give partlcul,.r att 
 co to the under the project to be

Integration oi , Lato tha national financed by the loan. 
econoby of the rac'ipicnt country. 

5. FAA Sect:ion !ill. any part No.R. 
of the loan be uztud to pay for the
 
perfonance of abortions machod
as a 

of family planning or to imot$,vate or
 
coerce any parsoa to practice abortions?
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II. COUTRY PER1PC-.NCE 

A. Progress Towards Country Goals 

1. FAA E 201(b)(5), 201(b)(7), 
201(Ib)(). 203. Di, cuss the 
extent to which the country is: 

(a) Making appropriate efforts Indonesia is giving priority 
,to.increane food production and attention to projects which aim 
improva aeons for food storage at increasing food production, 
and distribution. particularly rice. Th-re ara 

currently 100-1i0 donor-supported 
technical and capital assistance 
projects in support of food 
production. The wijority of the 
above projects are directly 
concerred with increasing food 
production, and iwproved food 
storage, distribution and marketing. 

(b) Cresting a favorable The GOI enacted a comprehensive law 
climate hor foreign an] doiastic with built-in incentives for en­
private onterprise and couraging foreign capital investment 
Investment. and has concluded an Investmeun 

Guaransty Agrcmeut with the US. 
Under the foreign investment law up 
-to five-year tax credits stmy be 
obtained for new investment in plant 
and facilities, subject to nego­
tiation. 

(c) Increasing the people's Although the Goveriunent owns a 

role in the developmtnt process, majority of the large cnterprises 
in the count%-y, it is active.ly 
encouraging private doiestic in­
vestment. Officials of State 
Enterprises are recaiving more 
froedos in managcment and scer 
State Entzrises are being con­
verted to sein-private corporations. 
National elections were carried out 
in July 1971 and Parliament has a 
part in the budgetary process in­
asmuch as the annual budget must be 
authorized by Parliament and expen­
ditures reported in "Annual Report 
'of Budgetary Accounts". 
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(d) Allocntir- sxpanditwurds 	 Wfth the endir-.., of confrontation 
to dewebpment rather thi~n to with Mainysin ,- 1956, the Soeharta 
unnecessary militn-ry purporea Admini-3ratA.L -wv~rated the forci gn 
or to interventlon in other interv~nntlon ~W~yof the Sakatrn-o 
free 	countries' affairs. regima. lMi!tt,. tp:rI;r'sAW 

bertn Pharpty i..uc-z J as the Covertrent 
hao~~ta ~. rhe r. £ rPc.ir-tj 
resourcen; - end 'orcfe-,n aidI 1eceipts­

stqrtirz &t. ambitious d~lvelcp-ieflt 
program. 

<.) Willing to contribute 	 Tb. Governme~nt will coatrlbhutc up) to 
funds to the project or propr~am, 	 !'l-.2 railliort (equivalent) i.-. loral 

curr:ency to Li--t the r-vJ',r part of 
the localI expendi ture recitirement., 

'A)iIi - ecolncxtJc, nociaU, Kilor cccnomic r forms hav'e a'ein 

and 1)c itical r.2.r c a:; in)!.-1td ith /2BRD i~4s.ltance 
tax coliction lu-,Iig gI:owtnh~Vaat3inc Cn~~~avrO O. 
and ch~sin Li.-d 'UitI~t.i it:~ieairprvt 
arrazyn~ aats; e.kr r ,e.Lff.c!ctivi:,~a~r9azvi n 
progress toward f'nes:rr 1970 ti:s COI c: t~bU&'id one- uniform~ 
the rule of laiw, fretdi.- -)f exchtan-( rate for all typri of fo: -.ign 
expro~cion and of thei prtiss, exhnj.On Auqu,-t 9, 1.7,to raduc'! 
and reco-nizino- One iulrtnce the tradee -np, the RLITA.)h was. devalIuci 

of individual irnrlon inii- by nibout 107. to RPlp.415fUS V~. Further 
tiative, and Pr-Iv.,A:I ontko- devluton~s in Dz-.cmbar 1971. -id 
priae. tanrly 1973 iynre pi-,Y7ed to .vutin 

of tht, dollar; t'e Rurt .h hrts -.f-,-iIIkIe 
(g) Rceponding to the vital 	 Ltnblo sinec ticn. The rate of 
economic, political, and sociLal inflatioa wis rcduccd from~ 626A'.8 percent 
concerns o- rji 1iplep, pir inL to c.lbo~i' in, _ iul iwmwr CY IT/ 
demorissracing e, cle r CY 19731- lnflat~on znz7 zrb.-ut 26%. in 
deter-mnati-xi i-, t, ke EfFective 1972, 1 -rgely ---o ricr-price 
self-help mesuw~res. 	 inrea13c3; and continufad at a. lavel, of 

about 31--;/durlr*. !.973b~; dua 
princip..13y no grnoral inr~asns 

bu 1974IqJ.ct :A z r.~.cc, ftirt ra& or 

st-wLc ecaxrlh thi problemz. -Tax 
rt~vk-nv-- Iin r tlcr -is bas inczr---d 
each vezr at tihe ra--,e of 10 o 40 
Pc"'r.z'nt si-,nee 15%'7. in, curr, i±% 
pr...eci, ruucine rqveniues incrc.--.sed 35 

http:exhnj.On


B. Relations with the United States
 

1. FAA H 620(c). if assistahce 
is to a govermient, is the Govern-
ment indebted to any U.S. cit.zcn 
for goods or services furnished or 
ordered where: (a) such citizen has. 
exhausted available legal remedies,
 
including arbitration, or (b)
 

the dobt in not daittod or
 
contested by the gcvnrzimGnt, 
or (c) the Indebtedr,.ts arises 
under such governmont u or a 
predecoaaor n unconditional 
guarant:? 

2. Mt n 620(. If tho loan in 
intended ior coittrcdton or 
operation of any pvoductive 
enterpriso that rll .,compet 

with U.S. vnterli hts tho 
country agreed 'h:it It will 
cstabli.;h opria; O:p cau. ri 
to prcvt.n Cq o;o to the U.S. of 
more thi'n 20'4 of its cter-riae'o 
annuAl production during the lfa 
of the lean? 

Page .5 of 20 

percent in FY 72/73 and should exceed
 
this in 1973/74. Approximately 13.9
 
percent of the development budget is
 
devoted to the social field which
 
includes education, health, family
 
planning, houG- .gn, manpower, social 
welfare, drinkIng water supply, culture
 
and religion. LThe cooperating Govern­
meant has encouraged self-help projects 
such as Food for Work nnd other irri­
gation and ro-nd buildir4 projects
 
carried out through its Department of
 
Manpower. A substantial low cost 
housing program will be implemented in
 
the Second Five Year Plan which begins
 
in April 1974.
 

We are not aware of any cases that 
make Indonesia ineligible under 
this Section. 

Not applicable.' 

http:Indebtedr,.ts
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3. FAA E 620(e)(I). !C aszist­
te~I: tA) & 7<'v :rP~r~::Lt. h.s the The majority of business and property

countZy'u govul. :fLe,Qr aJ otnmd by U.S. citizens which was
 
ag or u,.btlivii.sn Z1ez'eof, nationalized during the Sukarrio 
(a) nationalized or vxpropriated regime (principally In 1964 e'nd
 
property o'ned by 11.S.citizarc early 1965) has:. been returnec Zo 
 U.S. 
or by any 1:usies. -nty not owners or mu.-Ily acceptab'z settle­
les th.n 50" Lenatic'.ally o~rn.d ment negotiat.:d. Governnn Ieof 
by U.S. citizens, (*) taken .:'pn Indonesia in a Presidential Deoree
 
to repudiate or nuliiiy exisUi g 
 dated December 14, 1966 indicated its
 
contracLs or a reevtents with 
 villingieaD to return the remaining
 
such citizens or entiv. or (C) n-.tion liced assets.
 
imposed or .-nforccd 6iccrlminat:ory
 
taxes or othnr e ct:Lcni, or
 
operation conditions If so, and
 
more tha;i Rix month ha:s enand 
since cuch occurrence, id,.nt& .
 
the docu.-,.cnt- indicrtitt , thlat t-he
 
goverrlerxt, or approp-iato "..nicy
 
or subdiv!.wo.i thereof, has .
 
&pproprlute atepa to i
 
obli-ition:5 uudnr in zitio+., iaw
 
toward ouch c~tizcn or enuiky? If
 
leas than g:%monthc 'xsoz .
 
what cteps if any ha: i aen
 
to dischmr .aits obligatln ?
 

4. .FAA 6:,(01). llr.fm the country The country has not no permicted
 

permittzd, cr failcd tr, take nor has it 
 failed to take adequate

adequate re ures to pre..ve-nt thp. measurea.
 
dnrv.ga or truction mib ec on
 
of U.S. pz- .,uty. and -:fled to
 
take appropriate s ,ra to previent
 
a recurrenre> and to prcvldo ndcqunte 
compensatito ,or suc' .. or~ag 

dentruc~toni
 

5. FAA v 620i].).. D-i, the covern- Yes. 
mont ineutituted an invc-.t
 
guaranty pr,'gram urncicr YA i,21,4
 

inconvertlb! .ltyond ::-Tr~ a ion 
or cc;,i,'acr on? 

http:u,.btlivii.sn
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6. FAA620l. vtaherman'i No. Remainder of question tliorefo:r' 
Protective Act of 'i1jaa not applicable. 
amnd -- ion, 5.ft Ha the 
country selzed, or imposed any

penalty or nactLion aigztinst,, ny
U.S. fiah , activid',2 in inter­
natioanl V.Itars? , an a result
 
of a sei:u-u!e, the UCG hao mad-!
 
reimburt.r-o:,nt under th-. vrovi.f'ions
 
of the Vl shi.-nin's 'rot.-ct!v, Act
 
and such c_ant has not been n id
 
in full by th.. seizius cousltry)
 
identify the documcnzarion which
 
describes hw tho withhcol&dng of
 
assistance under has bien
the ?A'A-", 

or will be acconpliahvd.
 

7. 4FA&620L,31. iptns the coujtj.y No; however, repavment of one 
been in ui n 'a;,It,puzl.od FAA loan has been rescheduled 
in excoss of a.x nc., i'a p.,y- by bilateral agrne.mnt dated 3/16/71
rment to the U.S. oa ciy EAA lolan? in accordance with terms of the 

Paris Agreed Minutea of April 24, 
1970.
 

8. FAA 06(tL Eave d:plom.ctic No. Remainder of question therefore
 
rolationn *.7. the c untry and not applicable.
 
the U.S. bnn aeverd'? If Go,
 
have they been renewed?
 

C. Realtions w:'th Other, M:Lons and the U.N. 

1. FAA 1 620(,*-. -Lis the cointry We have no information as to any
been oficially rep'gcnd at such representational activity. 
any interiitiohi1 ctnixreace when 

directed 6.'[;*:!,"C the U., . or 
co ntr~ur~c'ivr U.S.
 

assia.ua
 

620(n2. F * _6:O.n). Has thi We have no information of any
counti7y co ld, iih/ or permitted such action by Indonesia. 
shipa oz a dcraf.-% iL re3intry 
to carry to c; Lb. or /eoth Viet-Nwra 
items of econo c, t~ i.icy, or 
other assistance? 

http:assia.ua
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3. FAA I 620(u)'_ Aw,-L-, Indonesia is not delinquent with 

What is the atzitus; of tho country's respect to U.N. obligations. 
U.N. dues, ssse-ubafnts, or cther The loan a!ree-,Pent limits the use 
obligations? Doe, the lon.L of loan proceeds to procurenent 
agreement bar nay use o.! fund to of goods and services from Indonesia 
pay U.N. aite ,.ntr, due4, cr plus A.I.D. Ceographic Code 941 
arrearagea? (Selected Free World) Goucce. 

D. !14 litany7 Situ-"tfca. 

1. FAA § 620(Z). Lp th.i- coautry No. 
engagcd in or prcd
 
aggressive militarLy :ffor1s
 
directed agaiartt the U.S. or
 

coufitri-s "ec"LvLc,,
J.
 
asuicU ee 

2. FAA § (,0). (1)What :*,(a) 1hn Department of Defense portion 
theDp re g o: counlt.'y'5 o: the State Budget has ranged 
bud4 et devoted o i:Lilita y popooes,, fr a high of 33% in GY 1967 to 
and (b) tne Wmo :, of t C, ;, loti of 22% in the FY 1973/74 
forei~n exchange U ,budg t. W noesourceued o (b) have knowledge 
acquire nilitarr eo-u4-rent, arrI c) of any significant e;penditure, 
has the cut~qtr: Tlt mone.y foDr of ford.gn exchange for the military. 
sophisticated wearn. sstels D- L ', than 10% of the militar-y budget 
chased s1Zc :satuth,. Iim.te tions ic allocated for foraign exchange 
bie ,-,fUc_3.t2 .?2) a the country purchaocs. Moreover, the Department 
divrtinj" U.S. de-,um-:nt asi stance of Defense budget includes sub­
or PL-K4UO sales to ].hilit~al7 ex-mdi- fitantial amounts for construction 
tures? (3) Is the cuuntry directiig of roada, bridges and other civil 
its- own res.-c to unmnecessary \zrl projects. (c)No, the Govern­
military .penl' L (Findins n ment is placin prinary empasis 
these questions are to be z:ade for n , development and not 

each fiscal on .ovArt devetopoenreaorces oreach couitry at lewt once
yearandin its own resaources forad~tjor.d.:.orting ,y'ear and, ina - , as m.y . ssary military ecenditures. 

be required ', a. change in The answers to 2 and 3 are no.. ,,'i.hl 

relevant infor,ation).
 

III. CON'DITION.S0- = i.' 

A, Geni:r:.u. ot:n(nn j; 

Intorest and R::'.'U
 

1. FAA Is Although Indonesia's debt burden
 
the ra te of Thctrc-: x,!e or was heavy in the past, there has
 
unrcaso-,-hiobln fcc th,' bor.:c.,? been very rapid growth in real
 
Are there rriontbi,- for Governtment revenues and favorable
 

http:CON'DITION.S0
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repayment? What'Is the grace 
 economic pcvforaiance. With tileperiod intere-t rate; O.t following high current level of forei6i
 
period interest rate? Is tha rate assistance, it Is recogni'eC' ?-ht

of interest higher than future debt
the country's 1icntII1. wr1-1 b, ,I Im 
applicable legal rate of Interest? 
 but agreements providiog for 

consolidation and retchc-dulii.g of 
Indonesia's pre-166 'ebt: lve 
been made between I ndorirsic soe, 1': 
creditors, including the u.S., ,nd
indonesia's export earnings :'..,.e 
increascd raijidly. 2hi- IILeLC* 
will P.ccelerate wi th the'recvcct 

raises in price of pntrrleu,;, n 
Indonesian export. The var.a:js 
donor3 agree Indonesia ha .ebt 
burden fcr which the prospeCt- of 
repaynent appear reosonable. Cr.ottLy 
terms of a 4 0-year loan, l0-ye*i 
grAce period, 2% interest during lhc, 
grace period, 3% thlereafter, pertain. 
The rate of interest is not higher 
than the country's applicable legal 
rate of interest.
 

Financing
 

1. FAA 6 201 1) To whA.t extent Loan assistance to indonesio' I
 
can financing on ren, onable ter, 
 provided within the framework of
 
be obtained frc-a other freeworld the Inter-Covernmental Group on
 
sourcen, including private ourcas 'Indonesia (IGGI), advised by the

Within the U.S.? 
 JBRD and. the IMF. This loan has 

been selected by AID as part of 
the U.S. Government contribution 
to the IGGI consortium and as such
 
is supported by the IBRD resihoa:
 
mission. The EBwim Bank has expressed 
no intereat in financing this loan. 

Econ", c and Tech-.acal Soundrcss 

., ?1(,)(")
7.1'(A . 7he Yes. See Sections III and VIII of 
activity'; ecoc:ic and acL j. Capital Assistance Paper.
soundness to undertake loan; .
 
the loan napii,:nton, tc".eth,:r 
with InfornatLion and rscur-ic(.5 
indicate that fuads will bi uvcd
 
in an economically and techxnically
 
sound muanner?
 



ANN12;\ XII 
Page 10 of 20 

2. FA , 611(a)CQ.. HIve 
engineering, fiivinc..al, and 
other v]-, neces~t;ay to carry 
out stnce , anid a rta.iEoably 
firm eiti:nte of the cost of 
rssibtnncc to the U.S., btea 
completed? 

The necessnzy planning and reasonably 
from cost enti,ntes for the project 

haxv been comapleted (see Setfons 
III and 1V Ci.,,Ul A~sitanck 
Paper). 

3. 611bM): A. !41 
If th. !o~n or grdnt in icr a 
later or 1li6 l8.;.d-rtourc 
constructlcn project or prog:":-a 
do plz.rf3 .nclude rcat-hrnifil 
computontoa? rloc the proj"ot 
or pro,;;.-. m lr 1.i vai t U.S. 

No: applicab.e. This is not a 

water or related land- az'urce 
proiject ac such. U.S. ccn-;ruction 
standards will probably not be 
applicable in view of the labor­
intann;ive n"tur of the work. 

toria i i 
f a i :i ,? 

4. F . ,6l1,.1). Tf thio ie a 
Cnpit':1'i . -nce :.ojr-t v04.h 
U.S. .'*.:."--1!.- r 7C tLAS 09 V1 
million, hEtc thie principal ID 
ofic.3r "..ithe cotrv ce:rtifipd 
AB to tic CCtntcL; ca.,;abilIty 
effectiv:-.y to ,,i:.t tnd ut!­
lit;e t po~ 

Yea, the Mission Director has 
so certified. See Annex V1. 

B. 

and :,,; 

oAc~v',en 

"" G ,..I 

m.aa~:f Cointry 

: 
thisna . 

mlua, 
of 1". l 

n. .­0' a',. D !be 

....... ... t .u n ........0 

d'to -a,.ie, 
. on. r 

:4 ' k" of 

The project does not relate directly 
to institutions. It does, however, 
fccu;3 cn asistance to the rural 
pt.,- Jnca -i.d i0.nrovin- their 

i;rinrards thcreby increasing 
trpt chance for theiir participation 
in development. 



ANNE.x xfiI 
Page ii of 20 

(b) Enabling the country to meet This project will assint nprIculturIO'1 
its food needs, bothi from its on development throu,,h improvement Iti 
resources and throgn dcvelopmont, baic rural facilities and Infra­
with U.S. help, of Jnfrantructure struc.tuire pfrritting greater pri­
to support increacod zgricultuzal ductivity and increase of incomes. 
productivi ty.
 

(c) Mceting irn--rensing need The project includse use and
 
for trained mainower. necoss-rytrairing of local rural
 

people to the e.<1Ant necessary co
 
participate in projects.
 

(d) Developing programs to Improvement in basic rural infra­
meet public health notdu, structure, faci±ties and incomes
 

should result in raising the 
standards of living, incltding 
health, of rural people through 
greater means of access to health
 
services.
 

(e) Assisting other iuporto...t By raising incomes among thz popu­
sconomic, politizal, 4:"od eocial lation and thereby the ability
cevelopment activiLc -J, ncludng of tho rural people pla' a gro,.aterto 
industrial d1%velopiv n:.fj ro gth of rolc n the activities of the 
fres labor iulons; rocpx'tiveu country, this project will contr!. ute 
end voluntary a~teci.j. rvo.nnt appr!"Ciably to lnoronamic, political, 
of transportation asd. ec: :nication and social development. 
syotcn.na; c:o.nr . cbti.o ,-nning 
and public ,'.tfitr'tt,; urban 
do~cvlopnt cad :di'n=icrn of 
erzieting lawa. 

2. mt .,(. D;zzrj.rbe the The improveennt of basic rural 
activity's conziia3tency ;ith and facilities and infrastructure and 
ralationohip to oth:' d- loient raiiing of incosmes resulting from 
activities, a.,nd its coao:ribntion this project is essential to 
to realizzblc long-range expanding and broadening production. 
objectives. 

3. 2JL ..SAIL1i v will the Incranased agrictilcural productivity
activit'6y to ca f.''c.J cointributc as a rtEult of ire;proved infrn­
to uho ach vacamt t o oelf- struct-,re and rural inccme distri­
cucainiug 8..h? hution is a baoic oconcritic henefii: 

that will assist the *bconomy to grow. 

http:syotcn.na


W,our~ it di 

elQpmt t8 nit oa ~ t 

rn4felationh p'] e iutinateC 

ocives o~ the project anc over­
-~T 00deve d1 lovas 

''5. FAA (3 ;Thi wt Vas"'201(b n 

~ romit~e cotbting,to davlp 
~ o~c to~ 

mot.o ecn~i r 

.60 FAA 9 281 (b. Howa doca the 
Sprogram uinder whlich assistinice

ovided, rL~on: theffecte 
par ticulAr: needs, deesire8, and 
Capacities ox tha coutryge 
people; utilize the C~Ourtry l8 

-- > 

intelle~tual resour'oszto. an-
~CoUrageL inotitutional, deValpInosi~n 

ment; nd up ort: civic oducatio 
and training in skll ruired 
for effective sr'ticipatim 'in 
political process'es? 

­

7.FM g601 (ai) HlOW 1 thi's 
loan ancourage the Country S. 
efforts to: (a) ,increoase tbe 

-' 

flow of intratioial trdn (b) 
f oater, PrIiate irdtiativo '8ndc 
compat t on. (c courape develop-

,rd ~ s and ,c 
re end unvir.; 

onyo 

~'~ cierc; and. then~s~vu '' 

~By:ncreased n~ra1I inco~eS greater 

agr2cu I produti± 
2~>1i~ghaia~ i vity Trom% 

­

hgleitpe podc 

em' - - ,"-- -. 

The projectis~dclndt nLa
 
incomie1",n~ offthe~peojlel, buitth


willbf! to' wpov!ar
 
Cultura i,?oduction th Tr'b 1.
 -.4d 


pejeLI 1 ie~l Aa
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loe labo6r
 
J~i1n'ue 


ip jotI y 
t,~ 
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pr??gramYfl' blhr6. ~~ 
the, c tet:Of ef,!ti 

pton in thpltcalpP 

pa thn' 
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'-ar-. 

eoS ~. ... 

(a), and: (b)byinrongera 
agricultral pLductvi and, of 
0 up-~ laAat 

L tpnigpa,s~lto .-­up fraud develpmn th rojef4l<:u 
p 6mt~ r vat faradng.. Som;! of 
the InTw producetiozn ,Iay be foi': ~ 

-in loy-rinea.n8f4a 
montoa, ru al i\ 

­

(fi Th~ increa4 riB 

cooperntive, av a on.(d 
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C. Relation to U.S. Econ.~my 

Euployment, %.alanceof rayments, 
Private Enterprises. 

1. FAA 12r:I(h)(6);_Je, ifth. 
What are th, possiblc ,ierects of 
this loan ohi U.S. economy, with 
qecial reference to arrao of 
suh ,antial labor BurpluP? 
Deficribe ti1 extent to whiich 
aSsistanCC in ConIstituted o1 
U.S. commoditit and nrvicts, 
furnished i;) a rmminer consi.stent 
witli Improviryg the U.S. balonce 
of pa)yents pc,ition. 

The goods and services fin rced 
by this loan will be obtai:;e2 
from lndonesia ollu AID Geo;<iphic 
Code. 941 (Selected Free WorlI) 
sources. The pro.c t is priaci.-,;\.ly 
directed to flnancing of se -v ces 
and related co-,,moditieh on a local 
basis. The project will not have 
a special reference to U.S. aireas 
of labor surplus. 

2. F-kA L2C _6().. , 
itopn hovt boei taken to assure 
that, to thc,-xi ,,t:,,: 
po.,oible, or,.n cur-,,Ci , 
contributed Iy t-i cor-uti; are 
utilized to .ter the coc;t of 
contractual and other ucrvices, 
and that U.S. for~ign-oiLd 
currencies ere utiliecd !n lieu 
of dollars? 

To the e)xtent applicable, 
procurement of EeLvices with 
foreign echange financed by the 
1.an will criginate In the U.S. 'and 
will be In U.S. dollars. U.S. 
owned local currency i not avail­
able and the GOI will provide 
about $i3..2 mil -a in local 
currency to the 1,.cject. 

3. 1 
If this loan 
projoct, to 
Ag,£ncy (l
cngineer!v.,. 

__A(0 Ann .08. s 

ic for a ctpital 
v, rtcat ilas the 

,J:d utiliznrion of
.J profes.te1l 

This iz abasic rural agriculL, 'al 

infrastructure projc:ct basicrily 
develop,:d and administered by 
publl( ,,fficials not by privare
firs. To the extent that engineer­

services of U.S. firs jnnd 1t -

affiliatcs? if thc-,i.rk i-Z to 
bc ,!, d to fi-mco dly-,c.t '(oots 
for conL otictic.n, wil. ,-,; of the 
contrnctors b., pcri'on, ,sn' than 
qulifiud nat:lonzis of th* country 

ing and professional services arec 
required, apart from local government 
capability, It will be from 
IndonesLa plus AID Geographic Code 
941 sources. 

I f :., has 
otained? 

th:: rcjuir2d vivcr been 

4. FAA 6iY (n). Provide informa-
tion on =eaor-*ras to be t.kern to 
utilize U.S. ,e :t : cc'ss 
pir~ial pro.erty n lieu of -he 
procurement 01 nw 

U.S. Government excess property 
will not be used for this project. 
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5. rAk 602. What effortu have The loan agreement will contain
 
been made to ansl.t U.S. ll a pit visor. to ensure that
 
buuines to partic1pn'e equ1.telbly 
 opportuni:y for such partici;ation

in the furashing of cormocntt1as will be :povided and appropriate
 
and services finnnced by this 
 notices ptblished.
 
loan?
 

6. rAA._.621. if ti,' loan provides As explained in Section I11 C
 
technica1 assistancce, how ia p .vaLe All) will provide limited 1
techn -Aii

euterprlrc,o:.., c.Cmctrnct k,L!.- assisLnce through contrsict fir..ced 
.lized? If th fcillties (1i ,2 1: by the lonn, Such contrct ass i rLC 
Federal w!,nciebe! ut.i>.,wi f will be from priviite cntecrpr-i.t,

in what ways arz. thc-., co'np,!tiLive will etmploy, " ecific ex-eric-.cc and
 
with private enterprise (If 'o, expertise 
 a-nd wll not Interfere
 
explain); a'ad how. cmn thay :ade with domestic programs.
 
available w.thout urdr!1 1n:.r­
fernElqe with dowin-:c pr1alMaw,?
 

7. FAh P 611(c). if this lojn Individual activities encompassed 
involves a c:ntrrac- fcc c,,-j by the project will almo: t certainly

St'uctiou that obi! in excess not exceed $100,000 equivi. ?nt 
in
 
of $100,(OO0, w", . on" a
i bt - cost. Contract ccustructf(: is onl3

competitive baiu'Y if not, &re expected to be used on a li,icLd
 
there fr c.tri t.which m Iake necessary basis reflecting approxiinLc­
impracticable? 
 ly 15% or less than the value of a
 

single activity or sub-project.
 

8. FAA O . Describe the Private enterprise will provide 
.
dc in vticn with 

this lcan it: encourage and facili-- under this loan. 
tats parti natiorn o.. m)ivate 
enter-,ris n in the p""po3es 
of the Act. 

effort. ,-, .onn all the commodities to be provided 

Procuzunt 

1. FAA 94(a. Will co modity Yes, procurement is limited to 
procurcx nc be r.-strtcted to US. indonesia plus AID Geographic Loe 
except a,. other,,,-e determined 941 sources. 
by tho P...dent'? 

2. .FA ,_ 1 any part No. 
of t*his 1, for bulkIc'_ unod 
commoaiy procurcat.nt ac adjusted
priceo higher tl,;-n t1h'., market price 
prevailing in thLa U.S. atr timu of 
purchasoc
? 

http:procurcat.nt
http:ex-eric-.cc
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3. AA A 04(e. Will any part No.
 

of this loan be used for procure­

ment of any agricultural commodity
 

or product thereof outside the U.S.
 

when the don.stic price of such
 

cormaodity Is leas than pvrity?
 

4. FAA 9 604(f). Will thu naency Not applicable. This is a project
 

receive 	 Cht i, cc c ry pre-.payment loan and not a cotirmodity import 
loan.certificAton.i 'rom 3upplirctr under yrorrav assistance 


a comodity itinort pao ,r: a ;r, rcx.:r.t
 
an to description and -ondition oL
 
cow.oditleo and ou 6vt baaiis of 
such, de rirninr tligiibility and 
&uitability kor _Uinancinc;7 

L;. Other Rcur&,,:.ins 
Othi 

,. .' .Ki . Is the country Yes. 
riong tho .) *entr~nIin ',iuich

develpmeat Iowa fut-j; rl..y be ueed 

to Lka lo.vj in this fiscal year? 

2. Appj 105, Does the loan The lown agreezent rill cover 

agreament 1,rovldc, with repect this requirement.
 

to capital projecta, for V.S.
 
approval of aontract te.runn and
 

3. FAA. i 62"(1'. If t:ha loan Not applicable.
 
is for conE'uctIon of a production
 
enterprine, 14Lh rti,'ct to Vhich
 
the aggregate v,alu- o, . :,ictance
 
to be fnrn v:ii -..:fi. -d $10­
million, ull[.t pr. pnr_!:tiv.:a bhas 

b:*.c:&CMade to obt:.i ' : 

approval of the Conre:,;? 

4. FkA 6?O(1).6:O(.j. F- the Yen. th req.tired detennin.otion 

Presidat c .ln that 2,"n has been made. Rcnainder of 

country is aot dc;inared c:r con- question is therefore not appilicable. 

trollod by the icntc-crninc'oual 
Coi:wunioLt ruvu,ain',' if the! Count ry
 
;iS a CCoC=uniVt country (i.cludlng,
 
but not linfited to, tht countrico
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listed in r A~d theFAA 6'O(f)) 

loan is intendei for econ ic
 
assistan,:e, have the find.n'.:
 
requlrt:d by FAA 9 620(f) been
 
made ind reported to tile r,;res?
 

5. R .6Q ht stets iwve The loan agreement will contsin
 
been :.,kUn to Jr.ur that 
 tbc 1oan a provision coverin3 this
 
will uat be ,used in a: lin'- i' If.ch, requirement.
 
cOnt' ri,'to tuh her t intcrc;t iof
 
the Llna.ted Statn:!, proThottr5 or
 

n "f vOed : :a 8 8 S C h ; i J lp r (,J s 

of th' C'om-m.unist-bloc coult.r!c2s 

be us,,d to .inai:c, pr,',c1ree::-.u of
 
.'O enrd sLeel nrodurLt. ot ufo in
 
Vict-Na:i other t'wi Es contemplnted
 
by i 1.09?
 

636.' WUll7. FAA I ryY tartof this Lo-n be No. The remainder of the question.iscd i' ~r,...l.ofti....b......... 
 -7 is therefore not applicable.non-U.S. t-_aaufncturrd u 'c il ?
 
If 6o, ha' the rwnl:u±r:;wv:r been
 
obtain.d?.
 

8. i .a)2Q. , (2o&0)6, No. 

or futti'd mide ava .1(2 to "h
 
gover:-uent of Cuba. tho
or Urited
 
Arab nepublic?
 

9. FA% 62 0 (,).. 1'~iI ay par~t No. No assistance has been used

of this ioan be uscd to ccupoasate for such purposes in the past.
owncr fz <:p.-ri .. ox- na::lion­
4ixei p.ivcj'etty? If &,y sltance... i 

has 4:!Cn .. .. 
the pFt., hr.9 ago;c-, :i.a ti reirmburse­
ment been L"IAeCtc' tht U.S. for SIMTS 
diverted?
 

10. '.)lf'F'. If this "is a The isloan being implemented by
project lk.in, what proiions }have the GOI and this is appropriate

becn riade for nappropr;...te prti- for a basic rural development project.

-cipatio; by Ohc country's Toraclil.in the extent that local private
private eiterprimc? enterprise participation is helpful 

http:raclil.in
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thin W!11 b.- secured by the Col 
rthroitg~i esttbllshed regulation-s 
for tl:e: procurex-eot of such services. 

ites±rs * t pr !u 

are ;> r fl ho'Vhav za.V: r 

ill t~fich r..fl' ' r:' 
forct:? 

12. 1.iM-1 91I .h Dioes t'-"f ot-n 'Zc Lo both quLicstja .. Th-e toall
 
agrcezeen prcx' tic, for rnom.i.4aco nreinent: wilIIcover those
 
with U.S. shi~~ cur.it equireants. 

tonnzu ,c of il ~~I.t4i~ 

loan (cc::Pnwl' -pat 'Y~ hy .0 
grpphic t~-.z [,)I. dry bulk rr r 
dry cnrg-o Iiiier,:, .i.d te'.!5 b&c 

the c%;;cnL suchi ve.;els at-a ;,--JJ­
abla tit inir mic ii d :.'Wu 

for T.S.-flag vttsscls. Dc;.ri ri 
loan ag~~tLAprcvid.: ':.,r 
Complnca Witch U.S~. 

of thi- fgcos~ .relight rceor.u:z of 

be eairacl by privcfLxly o~.dU.S.­
flag &~~ h.oCr:tiv: 

at 'icir and reti-cnabla rutna ifx: 

13. jPJ. /.-17 "". the ::mjet i 

hrns f;ii.-I to taku LO~ 
prevcnt w,,-rcn:±cd-v' prC c.'-i or 

such cGuntry frcj b' nq- .30.1'j. 7.1':'Oly 
withn jridtcii of~ ouchl czouat: 
to U.S. C ~t ore.or th,1r 
deqnndcn:ci or xro.a~e.~ -h 
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14. A22'b-11. is the loan being No.
 
used to transfefr funds to world
 
lending institution. under FAA 91
 
209(d) and 251(h)?
 

15. App k 6CI. Are eny of these No.
 
funds being ucd for publicity or
 
propaganda within the United States?
 

16. FAA a 612(dand Section 40 indonesia is not an excess
 
of PL 93-iS9(,Y of 1973). Does currency country for the U.S.
 
the United Stat,.a cwn ei:ces Government.
 
forcign currency and, if so,
 
what arrangtneTirs have belL- made
 
for its relcnsgt in complian e
 
with Section 40(FAA of 1973)?
 

17. FAA 604(d,, W1il provision Yes. An appropriate provision*

be wa o pac-ng mirina in- will be included in the loan
 

uraica in the U.S. if tht agreement.
 
recipient inLy dicr.tm-.nntes
 
against any warine insurance
 
company outhorized to do business
 
in the U.S.?
 

18. Saection 29 of PL 93-139 No. Remainder of question therefore 
(FAA of 1973). 13 tharm a military not applicable. 
base located in the recipient 
country which base was constructed 
or is being maintained or operated
 
with funds furnished by the U.S., 
and in which U.S. personnel carry 
our military operetions? If so,
 
has a determination been made that
 
the goveinmtnt of such recipient
 
country has, consistent with 
security, authoriz,.d access, on a 
regular basis to bona fide news 
media corrmspondens of the U.S. 
to such mi litnr, base? 

19. Section,30 :nnd 31 of PL 93 -189 No. 
(F-A of 1973). Will any pz'rt of the 
loan be usvd to finance directly or 
indirectly ilitary or paramilitary 
opervtions by th: U.S. or by foreign
 
forces in or over Laos, Cambodia, 
North ViEtnam, South Vietnam, or
 

Thailard?
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20. Section 37 of PL 93 - 189 No.
 
(FAA of 2.973); App. L Ill. Will any
 
part of this loan be used to aid or
 
assist generally or in the recon­
struction of North Vietnam?
 

21. FkA Section 640(c). Will a No.
 
grant be made to tho recipient
 
couitry to pay all or part of such
 
shipping differential as is deter­
mined by the Secretary of Commerce 
to exist between U.S. and foreign 
flag vessel charter or freight
 
rates?
 

22. App. P 112. Wil. any of the No.
 
funds appropriated or local
 
currencies generated as a result
 
of AID assistance be used for
 
support of police or prison
 
construction and administration
 
in South Vietnam or for support
 
of police training of South
 
Vietnamese?
 

23. App. 9 113. Wi]I any of the No. 
loan funds be used to acquire 
currency of recipicnt country 
from non-U.S. Treasuryf sources 
when excess currency of that 
country is on deposit in the 
U.S. Treasury?
 

24. App. fl114. Have the House Yes.
 
and Senate Committees on
 
Appropriations been notified
 
five days in advance of the
 
availability of funds for the
 
purposes of this project?
 

25. App. § 604. Will any of No.
 
the funds appropriated for this
 
project be used to furnish
 
petroleum fuels produced in the
 
continental United States to
 
Southeast Asia for use by non-

U.S. nationals?
 




