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ENERGY PLANNING FOR DEVELOPMENT Il
PROJECT PAPER

I. Project Summary and Recommendations

A. Face Sheet (Attached)

B. Recommendations

It is recommended that AID approve the

following: '
Loan: $ 750,000

Terms: 40 years to include a
10 year grace period on
amortization; 2% interest
during the grace period
and 37 thereafter.

GOI Contribution: $ 250,000
$ 1,000,000

Implementation Period: 3 years from obligation

C. Description of the Project

1. Borrower

The Government of Indonesia (GOI) wil] be the
borrower. The GOi, the Directorate General for Power (DJK) in
the Mini¢try of Mines and Energy will be the implementing
agency. Several other GOI offices, the National Energy
Coordination Board (BAKOREN), and the Technical Committee on
Energy Resources (PTE), will be involved in the project's
activities.

2. Project Summary

The goal of this project, and the Mission's Science
and energy program in general, is the continued economic growth
of Indonesia through the davelopment and strengthening of
Indonesia's scientific and technological capability.

This proposed project deals with the energy policy
issues and problems in Indonesia by strengthening the technical
capability of the DJK, a secretariat to the Committee on Energy
(PTE), and the Coordinating Body on Energy (BAKOREN), two of
Indonesia's energy policy-making bodies. Specifically, the
purpose is to increase the information base and capability of
the DJK in national energy planning so that it can serve as an
effective secretariat to the interministerial PTE and the
ministerial level BAKORFN.
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Energy Planning for Development II (EPFD II) is the
second part of the Energy Planning for Development Project.
Part I trained individuals from the DJK in energy planning and
modeling, and %athered baseline energy information through a
pilot survey of firewood and kerosene use, a national energy
demand analysis, and energy technology assessments for
Indonesia.

This phase of the project will complete the
institution building during its three year life with the
establishment of an effective energy project planning and
evaluation gystem. It will do this through two components:

a. Modeling and Analysls will establi:h a
sophisticated model and energy data bank in the DJK to improve
the policy and decision making process. DJK officlals will be
involved in writing and using the model. For this component,
the DJK will recelve about 36 person months of loan-funded
short-term technical assistance and a small computer. This
equipment and short-term technical assistance will assist the
DJK: to develop models for energy analysis on a regional level
as opposed to aggregate national analysis; to extend the pilot
rural survey activity of Phase I to permit more complete
analysis of household energy consumption in rural areas; to
conduct detailed studies of energy use by rural industries
identified in Phase T as large consumers of firewood; and to
analyze more closely the feasibility of using alternative
energy sources to meet specific end-use needs in the rural

sector.

b. Several Energx Policy Studies have been identified
in the implementation cf EPFD I and in the planning for EPFD II
as necessary to help the GOl improve 1its energy information
base and adequately plan for the future. Two of these energy
policy studies, Urban Household Energy Use Study and the
National Survey on the Production Demand and Uses of Rural
Electrification, will be funded unaer the project.

The Urban Household Fnergy Use will complete the
analysis started in Phase I of energy demand by sectors. The
DJK will use loan funds to prepare an urban household energy
survey which analyzes the patterns of urban energy consumption
and, in particular, the lssues involved with converting to
alternacive fuels. The universities wili once again be
involved in developing and testing the gsurvey approach. For
this component, the Joan will fund about 20 person monthsa of
technical assistance.

In addition, the DJK will supervise a National
Survey on the Productive Demand and Uses for Rural
Electrification. This study will agsaist the GOl in an arca
whero further analysis is needed to attain the optimum usge of
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rural energy with the maximum impact on the economy. It is
obvious from the Mission's experience with the Rural
Electrification Project that programs and policies are needed
to fill and stimulate the productive user demand for
electricity. Though the needs are obvious, there is a
shortage of the data necessary for well designed programs and
policies. The information gathered under this survey is
expected to assist the GOI in electrification planning, and
shouldassist in the setting of electric rate policies. This
activity will provide the DJK with sufficient information for
sound program and policy making in the area of productive uses
of electricity.

D. Summary Findings

The Project Committee has reviewed the technical,
financial, social and economic aspects of the proposed
project. Taking into account the technical assistance funded
by the project, the Project Committee considers the GOI
agencies involved to be capable of carrying out the Project
guccessfully. The GOIL appears to have no trouble in providing
the counterpart funding for the project. The social and
technical analyses have not identified any obstacles to the
project's proposed activities. The project was found to be
economically sound and can be completed in a three year
period. The project will not have any negative environmental

effects. On the basis of this project description and
analysis, the Project Committee concludes that the project 1is
technically, ..onomically and soclally sound and recommends

that a loan not to exceed $750,000 be authorized to the GOI.

E. Project Issues

The issues raised in the PID review cable are dealt
with here or in varisus sections of the PP.

USAID has considered combining the various energy
projects jinto one project and has determined it to not be
feasible. The Mission's energy projects are handled by three
separate ministries as p.incipal implementers with no single
line ministry having functional responsibility for all of the
three project aress (planning, technolugy development and
educatio'ﬁ Furchermore, in cach project separate components
relate to other ministries. It would not be feasible to add a
bureaucratic layer of management on top of all these
interconnections, and have a single ministry in control; this
would also increase the Mission's pnroject management burden.

The project's prioritics for modeling are ciearly
defined in the project background and description section
(pages 4-12) as direct practical applications to the resources
and problems of Indonesia.

An evaluacion has been budgeted for, and described
in the Evaluation Section (page 27).
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Finally, a Condition Precedent to Disbursement for
computer equipment will assure SER/DM approval of any computer
procurement.

F. Composition of the Project Committee

PROJECT DESIGN

DJK

Dr. A. Aris Munandar, Director of Energy
Resources Development

Dr. A.J. Suryadi, Head, Sub-Directorate for
Development

Ir. M. Pandjaitan, Head, Sub-Directorate of New
and Renewable Energy Resources Development

Ir. E. Darianto, Head, Sub-Directorate for
Data/Information Systems

AID

Robert Ichord, AID/W
Dave Straley, STE
Jerome Bosken, STE

PROJECT REVIEW

Rndolphe Ellert-Beck, PRO
Robert Johnson, PTE
Joseph Stepanek, ECON
Raymond Dropik, OMF

Lisa Chiles, LA

Robert C. Simpson, DD

Samaun Samadikun, Diroctor General of Power
William Fuller, Mission Director

II. Project Background and Detailed Description

A, Background

l. Petroleum and the Indonesian Economy

The Indonesian econoay has jrown quite rapidly over
the last few years: it grew by 9.6 perzent in 1980 and 7.6
percent ir 198l. Indonesia's dependency on oil export
earnings, however, makes the future growth prospects gomewhat
uncertain. It has peen the petroleum export earnings which
have provided the bulk of the country's foreign exchange,
averaging about 70 percent of total exportsd, and most of the
public sector revenues, averaging over 70 percent,

The international market for petroleum {a now
charac;erized by the word “"glut." The petroloum exporting
countries are encountering lower pricea and levels of
production. Tha internatisnal boom~to-buast cycle for petrolaum
oxports has swung Indonesia'’s oalance of payments {rom a
surplus to a deficit., In Indoraata’s 1980/81 tiscal yoear
(ending March 31), the paymenta surplus stood at $2.5 billton.
Bacauso of the rapid detorioration of patroleum prices and
raduced international domand, the crude of] Da.port earnings
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will be about $2 billion less than originally projected for
this year. Consequently, this year's balance of payments
deficit will probably be $2.5 billion. Further, if petroleum
production and exports continue at this year's depressed
levels, the balance of payments deficit can be expected to
reach $5.5 b1llion with a current account deficit of $4-5
billion for 1982/83. While it is difficult to predict how
lower export earnings and government revenues will affect
various industrial projects and sectors of the economy, one
economist has forecasted that the recent developments in the
international petroleum market will cause a two percent drop in
next year's expected GDP growth rate for Indonesia.

Coupled with the soft international market for
petroleur is a growing Indonesian market for petroleum
products, which are in part subsidized. Indonesia's domestic
demand for petroleum, growing at 12 percent per annum, has
begun to compete with its export supplies. For several years
now, the growth in domestic demand for petroleum has outpaced
the increases in oil production. This has led many, the World
Bank among them, to predict Indonesia becoming a net oil
importer in the next 20 years 1f the present trend goes
unchecked.

Indeed, Indonesia's pressing economic problem is
how to maintain petroleum export earnings over the short run
and increase total export earnings in the long run. For the
short run, a trade off between domestic consumption and exports
is being worked out. The GJI is considering an increase in its
lmports of cheap low grade crude to meet the
domestic demard, {reeing up its middle and high grade oils for
export.

It is not known '.hether the GOI will carry out the
plan, noc {f it will work. What is certain from GOl's record
of handling the economy, though, i3 that it will not idly watch
a two percent drop in the GDP growth rate. High government
officials will implement new policies and try different
strategles.

2. Energy Information and Policy making in Indonesia

New policles and different strategies, though,
require accurate information on prices, existing and future
demand, cnergy production and produrtion possibilities, and
energy pricus and cross elasticities. Up until recently energy
planning and forecasting in Indonesla has been a simple
macter. Since there has been an absence of data, complex
energy models have been impossible to construct. While the
lack of data has prevented Indonesia “rom prepar<ing an overly
complox, not too relevant model, it has also prevented the
development of a simpla but useful model.
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With no models, policy-makers have been free to
base their decisions on perceived, well intentioned beliefs,
but not systematic economic analysis. This has been especially
true for energy pricing policy where subsidies have been
established for petroleum fuels as an attempt to improve income
distribution, stop deforestation and slow the rate of cost-push
inflation. Yet, because of inadequate information and modeling
analysis, the impact of these decisions has either been tne
opposite of what was intended or has been minimal and extremely
expensive.

The GOI has been aware of its informational and
organizational problems and limitations for some time now.
Some of these have already been dealt witl rather effectively,
while others remain. As background for this project, the GOIL
has characterized its energy %nformation situation as:

Responsibilities for Energy Involve Many Ministries,
Public Sector Organizations and Private Companies

Indonesia has approximately four ministries and fifteen
other agencies or semi-public entities involved in energy
production and research. Each of these ha. gathered energy
information specific to its needs. Most of the information
gathering, analysis and forecasting has been done by the state
oil, gas and power companies for their own operational planning
and budgeting purposes. To improve the coordination,
information gathering and analysis, and operations, the GOIL
placed the policy-making responsibilities in one central
organization. In 1980, it established the National Energy
Coordination Board (BAKOREN) as an interministerial committee
to: formulate government policy on the development and
utilization of energy in an integrated manner; establish
national programs on the development and utilization of energy;
and coordinat~ energy programs and policies. BAKOREN {5 headed
up by the Minister of Mines and Energy and incluces the
Minister of Public Works, Industry, Defense and Security,
Communications, Agriculture, Research and Technology,
Development and Environment and Administrative Reform; the Vice
Chairman of BAPPENAS; the Director General of the National
Atomic Board; and the President Director of PERTAMINA.

To carry out the information gathering and forecasting
needs of BAKOREN, the GO7 created the Technical Committree on
Energy Resources (PTE), a committee of 27 senior officials from
all) the energy cupplying and consuming mintscries. The
Directorate General of Power (DJK) serves as Manapgement Office
of the PTE, and thus the center for all studles, reviews,
evaluations and forecasts. Because the DIK role in PTE {5 now,
it does not yet have the information base and capability to
serve as an effective secretariat.
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No System Exists for Compiling Data on
Production and Consumption

Three separate Indonesian institutions, Directorate General
of 011 and Gas (Migas), Directorate General of Power, and
Indonesian Institute of Sciences, did attempt to improve the
forecasting and demand projections using some simple modeling
techniques so that the GOI could improve energy sector policy
making and plannin%. But all three models suffered from poor
data bases and an Improper application to Indonesia. All three
had conflicting information for consumption by economic sector,
rural energy use and future composition of the industrial
sector. In addition to these forecasts, there were four
foreign-donor supported studies on energy demand and supply
forecasts, done more or l~gs within the same time period.

Three of the four were dene specifically for separate GOI
agencies: BPPT contracted Bechtel, DJK contracted Energy
Development International (AID-funded) and BATAN, the nuclear
power agency, contracted the Advanced Italian Nuclear Reactors
(NIRA). The fourth forecast was carried out by the UNDP and
World Bank as part of an Indonesian Energy Sector Assessment
paper.

A)1l four of these studies pointed to severai important
energy issues the GOI needs to resolve. These include: a
petroleum pricing policy which distorts the competitiveness of
non-petroleun fuels; a gas pricing policy which does not offer
adequate incentives for in-~reased development; a shortage of
geologists, enginecers and tech-
nicians; inadequate planning for coal production and use; a
guitable incentive for foreign investors to develop geothermal
energy; and a better inducement for secondary reccvery of oil.
Unfortunately, the information base and continuing mechanism
for cenergy demand and supply forecasts to deal with these types
of issues {s not yet {n place.

The absence of a sy.stematic and periodical gathering of
energy data has left the GOL with an information and planning
vulnerability i{n three areas. For one, the shape and
geo%rnphic location of the Indonesian economy s changing
rapldly: the agricultural sector's contribution to the GDP ia
dropping, while the service sector's increases; and rural ro
urban migration continucs. The GOI faces an ever changing
demand on its ability to facilitate ample energy supplien with
each structural and apacial change. Two, without periodic
information gathering, tihe GOI has a difficult time assesaing
the need to control the demand for energy suppllies and
encourage connervation. Finally, other than firevood, the GOL
has very little on non-commercial sources of energy. “learly,
Lf che GOL g to make wise declatonn {n a highly mobile and
fluctuating economy, it will have tn have an ordarly
information gathering and analynais nyastem, rather than an
occaalonal contracted atudy.
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Not Enough Information nor Model to Demonstrate
the Real Costs and Consequences of Pricing Policies

Up until recently, Indonesia's pricing policy has been
based on financial subsidies of almost ail petroleum products.
Because of the interdependence or substitution of petroleum
with other fuels, the subsidies discouraged the use of
non-petroleum fuels and increased the quantity demanded of
petroleum fuels. The UNDP/World Bank Energy Sector Paper
indicates the financial cost of the subsgidy to have been $400
million in FY 1978/79, $1.5 billion in 1980/81 and an estimated
$2 billion in this fiscal year 1981/82.

In January 1982, the GOI raised the prices of its domestic
petroleum in recognition of the costs inherent with subsidized
fuel. Although it was a good move which many economists
believa to have been late in coming, prices for kerosene,
motor and industrial diesel, and fuel oll are still below
opportunity cost.

It is the GOIl's intent to remove all subsidies. Yet,
because of the Interdependence of petroleum prices with other
fuels and the absence of information and models to demounatrate
the costs and consequences to the various cconomic groups of
alternative formulae for subsidy removal, cthe GOl finds the
process of withdrawing price subsidies as extremely difficult.

3. Energy Planning for Development I

This proposed projaect will continue AID support
started under Energy Planning for Levelopment I tor the
developuent of a aational energy planning unit wichin the
Directorate General of Power ot the Miniscry of Mines and
Energy (EPFD 1). EPFD I funded an analyasis of current and
projected uses of and need for comnercial and noncommercial
energy ln relation to rhe national, 1ocial and ¢conoalc
development programs. This analysis projected the demand for
energy based on the avallabilicy of alternative eneryy sources
and various assuned c¢conomic growth rates. Also, EPED |
assensed the technologles curruncly or potencially avaflable
for oxploltat on ot avallable energy resources. Finally,
EPFD I provided: zhort-ters cralolng ftor Indonesian otficials
In selected arvas of demand analvals and technolopgy astess-
ment; asslatance {n orzanfaing a work:ihop on forecaasting and
energy polley analyals; and anaistance {0 plannfag for the
davelopuoent of an energy information uayiaten.

The culmination of EPFD 1 was the co=sponnorship of
a workshop on lational Enerpgy Desand {n the 19H0's,  hits
provided a forum for U.5, consultantd, technfcal analyncs and
GOI policy wakers Co dlacuna vartous atudies of energy demand,
to reach a universally accepted conclusion of the projectad
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energy demand and to determine the next steps to be taken 1in
energy planning. A copy of the summary report is presented in

Annex B.

4., Relationship to Current and Planned
ATD and Other Donor Activities

a. USAID

This project is part of the USAID Energy Sector
Strategy. A national energy plan, based on proper data,
assessments and analyses, is critical to resolving the
Indonesian energy dilemma, and in fact is highly relevant to
accomplishing the whole national plan for economic and social
development. Since energy requirements permeate all develop-
ment activities, this project, which provides technical
expertise and specialized manpower development, is key to the
GOl being prepared to study its future energy resources and
nerds, and to help it make better policy, methodology and
financing decisicna. Better energy policy.and program
decigions will benefit all Indonesians; inaccurate decisions
will be detrimental to most. The success of this project could
have a murked impact on Indonesian development, and indireccly
on U.S. {nterests in Indonei;ina.

Support for energy planuing is a major clement
in both the AID energy scctor policy and the Asia Bureau
Statement on Energy. Both documents point out the neced to take
a broad view of the role of energy in agricultural and
{ndustrial development. The Indonesia 'CDSS specitically
caphasizes the value of this kind of speclalized technical
support in promoting sound lnvestments by Indonesia of lcs
large foreign exchaage revenues from oil. It recognitea the
{mportant '.5. {nterests in helping Indonesia maintain fts oll
export position through the diversitication of domestic energy

supply.

™is project will complement the anticipated
PUSPIPTEK Eaergy Laboratory Projece Ln which BPPT, as operators
of the leboratory, will develop and adapt energy techrologles
and examine the probleas to be overcome {n full ucilization of
thone e hnologies. is project will be strengthening the
required collaboration between BPPT and the Ministry ot MNining
and Energy required {n the PUSPIFTEK projecr and indeed {n uany
othar anergy prograns {n Indoneata.

bh. Other Donor Activities

A numbe - of other donor agencles provide
t. chinleal asstatance to Indoneaia for enerpgy.  Thelr activitien
range f{rom assesssents to exploratory drilling.  Only the World
Bank provides technical aseistance which directly complements
thia project.
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The World Bank, Japan, France and Canada
support broad energy sector analyses. The World Bank and Japan
assist in oil and gas planning. Planning in the power sector
1s provided by the World Bank, Australia, Canada, Japan and
France. Energy resource assessment 1s supported by the World
Bank (coal), France (oll and geothermal), New Zealand
(geothermal) and Australia (coal and oil). Technical
assistance in the coal sector is provided by Australia (coal
port studies), Japan (coal production) and the World Bank
(review of coal production prospects). Renewable energy
agssessments and technology development are supported by the
Agian Development Bank (rural supply/demand analysis), France
(demand survey), and Germany (experimental solar and biomass
applications in rurzl areasy. The Netherlands is developing a

project to assist ia establishing village wood lots.

Capital assistance is provided by a number of

donors with the World Bank as the largest contributor.
Assistance emphasizes the eleciric power sector and ccal

production.

Coinciding with the first year of the project,
the World Bgnk will provide three long-term consultarts and
several short-term consultants to the DJK in an institution
building effort. The three advisors are funded under a project
entitled, "Energy Managemeat Information System." .

B. Detailed Description

l. Project GQEl

Continued economic growth of Indonesia through the
development and strengthening of Indonesian sclentific and
tachnological capabilicy.

2. Project Purpose

To increase the {nformation base and capability of
the DJK in tacional energy planning so that it can serve as an
effective secrecariat to the Interministerial Technical
Committee on Energy (PTE) and the Cocvdinating Body on Energy
(BAKOREN) at the Miniaterial level.

3. Project Qutputs/lIlnputs

The project's outpurs are:

a. Modellng and Analviis

Economic models are a simplification of how the
real aconomic world operates. They are developed and used by
tha public and private sector to hoelp deuscribe acononic
davelopmaents, prodict economic wventa and plan for economic


http:oconoa.ic

«-11-

changes. Because of the importance of energy as a determinant
of economic change and the availability of energy as the result
of economic performance, energy models have also been developed
to feed into economic models and produce estimates for unknown
energy planning data such as primary energy requirements,
required conversion and transport facilities, and supply system
costs. Also, energy models assimilate large amounts of
information and present it to decision makers in a form
sultable for sound energy policy making.

Under this component, a model will be developed
from the integratad energy demand and suppl{
information generated under EPFD I. It will emphasize the
gathering and processing of quality information, especially
data at the regional scale. This component will build a
regionalized data base of current supply-demand information,
adapt the energy data set up under EPFD I tc accommodate
reglonalized data needs, and devclop an approach to perform
national energy projections based on regional information.

EPFD I created a substantial set of integrated
energy demand and supply data. It also funded the training of
gsix DJK officials at the Institute for Energy Research at the
State University of New York at Stony Brook in: the
introduction to the Reference Energy System (RES) methodology;
the desisn of information systems for energy planning; and data
gources nnd collection procedures.

Because the training involved in EPFD I was in
RES, 1t is expezted that the DJK will adopt either RES or a
similar energy model. RES, developed by Brookhaven National
Laboratory, was one of the early energy information systems
developed. It displays a nation's energy system in the form of
a listed set of energy flows from full resources and conversion
systems to e¢nergy end-useras.

However, because it is a physical, technical
feasibility type model, its economic prediction and analysis
aspects are extremely limited. Under this project, work will
be done to link the physical characteristics to the economic.
This component will finance technical assistance to modify the
RES model, test it, use it, and refine it, if necessary; and to
i{dentify and begin collection of as yet unavailable data
required for the model.

The technical assistance will also assist the
GOl in designing an information system for energy planning and
set up the procedures for data collection. Because of the
limicatlons the GOI hasi on providing housing, and education
allowances for foreign advisors, this project's technical
assistance needs will be met by elther a series of short-term
consultanta spread out over the life of the project



and/or services from expatriates living in Indonesia and not
requiring USAID support services.

Under EPFD, it was recommended that EPFD II
finance the purchase of a particular brand and i:odel of
minicomputer for which a program for the RES model has alreac/
been written. He considered reprogramming the model to fit
another computer as an unnecessary expense. The GOl and USAID
have decided, though, that since modifications will be made in
the RES model, reprogramming will indeed be necessary. Thus,
the GOI and USAID have decided not to rely on the recommended
sole source procurement , and seek out the most suitable
computer through competitive means.

The RES adapted energy model will require a 32
bit central processing unit, over SO% Kbytes of error
correcting memory and a disk gubsystem which includes a 96
megabyte cartridge module disk. This unit will be located 1in
an office at the Directorate General of Power so as to allow
the staff complete access to the computer and program. The
room will be at least four by eight meters with a one to two
ton capacity air conditioning unit. The computer will also
need a back up power supply to handle power shortages.

Towards the end of the project, this component
will finance an outside evaluation at the purpose and technical
levels. It is expected that two foreign experts would be
needed for one month.

Inputs

The AID loan will fund approximately 36 person
months of technical assistance: six person months to assist
with procurement; 30 persos months for programming and modeling
and project management assistance. Total technical anaiatance
should cost about $200,000. The AID loan will also fund: a
mini-computer, including minimum necessary memory, disc, and
tape capabllity and terminal with black and white ncereen
($60,000) : color graphics demonstration display ($14,000); line
printer ($9,000); required software ($5,000); magnetic tape
drive ($12,000); data base management software ($20,000).
Finally, the loan will finance two person month:a ot technical
assistance for project evaluation (315,000).

The GOL will supply oftice upace and support
for the minicomputer and technical advisors ($35,000); a
gervice contract for the computer malntenance and repalr

($35,000); and full tima utaflf asnigned to thla projact
($60,000).
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b. Energy Policy Studies

The technical assistanrn funded under this

component will contribute to Indonesia’'s energy information
base. It will support two studies in areas identified during

project desiﬁn as critical information gaps for policy making
and energy planning. These two studies are:

Urban Household Energy Use Study:

Under EPFD I, a rural household energy survey
was carried out by a U.S. consulting firm and the DJK in
asgsoclaticn with eight universities. The GOI has maintained an
interest in household energy consumption because a large
portion (65 percent) of the total energy demand is consumed by
households; the rural household sector consumes enormous
quantities of subsidized kerosene; and because of a long term
concern for welfare and basic human needs.

The pilot rural energy survey funded under
EPFD I followed a methodology which allowed for projection
techniques using simple econometric estimation procedures.
Sufficient data categories were included ln the survey to
permit the specification of very simple log linear regression
equations to analyze variations in the pattern of energy demand
among the houscholds sampled.

The pilot survey demonstrated the importance of
variation analysis to policy makers. For instance, the rural
energy survey found that a 10 percent increcasc in basic energy
demand among high income housecholds requires almost twice as
much ol!l as would be required by a similar increase in
consumption levels among poor income households.

To add one more {mportait.t demographic variation
to energy consumption data among different income groups and
provide one more training exercise in nreparation tor a
representative national survey, EPFL Il will finance a pilot
urban energy survey. The DJK will (sntract for technical
agsistance to review the survey methoavclogy for appropriatennss
in urban arcas, hold training ccurses tor the supervisory staff
and intervicewers from participating universicies, supervise the
survey, and assisc the DJK {n collating and analy=ing the data.

The survey will {nvolve eight universities and
eight citien {n Java, Sumatra, Kalimancan and Lombok. 'The
survay will canvas over 1,500 urban residents. Simlilar te the
EPFD 1 rural survey, the urban survey will escablish a minimal
data bause on onergy consumption for cach of three broad urban
{ncome groups, it will enhance the local capabllicy to
undertake the Joanign and aupervislon of houschold energy
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surveys, and it will complete the testing of an appropriate
survey and methodology for use in a representative national

survey.

Inguts:

The AID loan funds will finance 12 person
months (two six month TDY's) of technical assistance for the
urban energy survey. The estimated cost is $85,000. The GOI
will finance the cost of the contracts with the universities
for the supervisory and interview work of the survey. This GOI
contribution is estimated to be $35,000. The DJK will also
provide the technical advisors with office support ($5,000).

National Survey on the Productive Demand
and Uses of Rural Electrification

The State Power Company (PLN) has recently gained
experience through the AID/GOI rural electrification project in
dealing with productive uses of electricity.

Also, n limited amount of research done on three small villages
electrified under the AID financed project Indicates the
possibility of an enormous demand for electricity by rural
enterprises and a significant increase in production and
productivity once electricity reaches a village.

Indonesia's electric generation capacity is over 2,700
MWs and is expected to reach 10,000 MWs by 1990. The most
productive areas for distribution of the added electric
capacity, the proper pricing policles to assure profitable
digtribution and at the same time stimulate economic growth
through increased use of electricity, the power requirements of
businecs by type and size and the proper use of technology to
complement the introduction of electricity to villages are four
topics where virtually no information exists.

Under this project, the DJK will undertake with PLN a
national survey into the productive demand and uses of rural
electrification. The survey will cover 23 representative sites
throughout Indonesia. Each site will require four or five
bilingual surveyors. The study will utilize technical
assistance to aid in the design, field work, analysis and
writing ~f the report. The design and field work will take one
year to complete, the analysis six months and the final report
writing six months.

Inputs:

AID loan funds will be used to finance the
technical agsistance contract for the productive uses survey.
It will involve two outside congultants making periodic visits
over a two year period. Total aumber of person months is
cstimated at 24. Also, loan funda will pay for the bilingual
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field surveyors. Estimated cost--of - the contract and surveyors
is $250,000. The GOI will provide office support and four full
time steff members from the PLN and DJK for a period of two
years to work on, supervise and analyze the survey and write
the final report. Estimated contribution is $65,000.

SUMMARY BUDGET OF INPUTS

Activity AID GOI
l. Modeling and Analy..s
Technical Assistance $200,000
Computer Hardware 120,000
Office Support $35,000
Service Contract 35,000
Staff 60,000
Evaluation 15,000

2. Energy Policy Studies

Urban Household Energy Use Study:

Technical Assistance 75,000
Survey Supervisors

and interviewers 35,000
Office Support. 5,000

National Survey Productive
Demand and Uses Electricity:

Technical Assistance 250,000
Survey Supervisors and
Interviewers 60,000
Office Support 5,000
$670,000 $735,000
Inflation and Contingenciles 80,000 15,000

TOTAL $750.000 $250.000

III. Project Analysis

A. Technical Analysis

This project sets out to increase the DJK's
capability to act as an effective secretariat to PTE and
BAKOREN. It will do so by increasing the Indonesian energy
data base and establishing an energy model for the Indonesian
golicy-mnkers to use. The project will purchase a computer

ecauge the process of following and integrating rumerous
factors and volumes of data far exceeds the capability of
individuals. Thus, the technical factors of the project center
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around the type of model and the nature of the computer
hardware and software to be selected.

Modeling methodology caa be grouped into two
categories: behavioral/econometric and engineering/process
oriented models. The behavioral models are bYased on economic
theory and designed for forecasting. The process models tend
to be oriented to physical processes and engineering systems.

Since EPFD I trained DJK staff members in the use
of a process oriented model, it is expected that the DJK will
adopt it or a similar process model. There are at least 50 of
these tyﬁes of models published and available. USAID will not
oppose the selection of a process model, but will require that
the model selected be capable of capturing the interactions
between energy and economic variables. At a minimum, the
energy model will be required to incorporate aggregate price
and income elasticities in their demand and supply
calculations. USAID will also require the model to have a
certain degree of compatibility with more complex and energy
specific models.

In examining compatibility of models, the project
implementers will plan for compatibility in definitions, data
and aggregation levels. Finally, the model selected will have
to be programmable on a computer or operating system for which
Indonesia has an authorized maintenance representative.

Two computer hardware/software systems were
considered for the project. One was to select an existing
energy model and establish a telecommunications link between
the DJK and a mainframe computer in the United States or
Indonesia. This was ruled out because: the telephone system is
not considered reliable enough; preliminary analysis did not
demonstrate any cost savings; and, most importantly, it would
not provide the DJK with gufficient flexibility in adjusting
the model to meet its needs.

Rather, the project will choose the minicomputer
system as the most efficient. In thils age of computers, the
low cost minicomputer offers the simplest configuration
possible while at the same time provides the greatest amount of
accessibility and reliability. The purchase agreement for the
mini computer will guarantee: the avallability of replacement
parts, gupport for all components of the usystem, training in
the computer operations, operating manuals and a supply of
goftware updates for at least one year from the date of
installation.

The computer dealer will work closely with the DJK
in preparing the physical gite for the mini-computer. Payment
will only be authorized ufter the dealer has demonstrated the
equipment to be fully functiuning.
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B. Financial Plan and Analysis

1. Financial Plan

The financial plan contains a Summary Cost Estimate
by Source of Funding (Table III Bl), a Costing of Project
Outputs/Inputs (Table III B2), and a Disbursement Schedule by
Calendar Year (Table III B3).

The project's total cost will be $1,000,000; three
quarters of this will be loaned by AID. The GOI $250,000
contribution meets the host country contribution of 25 percent
as required bg Section 110 of the Foreign Assistance Act. AID
funding for this project 1is from Sclected Development Problem
(Sec. 106). The financing of the computer and establishment of
a model makes up 45 percent of the total project cost. Loan
funds will cover $525,000 worth of technical assistance. All
operating costs and local contract personnel costs related to
the surveys will be borne by the GOI.

The provision for inflation and contingencies is
low for both AID and the GOI. The inflation and contingency
allowance for AID is about 11 percent, while for the GOI it is
only 6 percent. Even with the falling rates of inflation in
the U.S. and Indonesia, this allowance would appear low.
Nevertheless, this allowance is considered adequate given the
length of the project and the projections of over 75 percent of
the disbursements to be made by the second year.

2. Budget Analysis

The long-~term financial viability of the project
depends on the GOI's ability to supply the counterpart funds
for the project and maintain the project's operating expenses
once the completion date has been renched.

Based on the experience of EPFD I, counterpart
financing and maintenance of project activities will pose no
problem for the DJK. The GOI allocated $214,000 to the DJK
during 1980 for EPFD I. These counterpart funds werec used for
the contracts with eight universities and for domestic travel,
per diem and support tor the EPFD I consultants conducting the
pilot national rural energy survey. In 198, the GOI allocated
over $30,000 as project counterpart for the EPFD I seminar in
Bandung and for a rural energy survey contract with a
university in Bali. Over $46,000 in counterpart funds for
EPFD I1 have already been approved by the GOL for the first
year of EPFD II. These funds will become avallable to the DJK
as soon as the Loan Agrecment {3 signed.

Computer maincenance and personnel costs for the
modeling and analysis component of the project will be absorbed
in the DJK'a operating cxponse budget and will pose no
additional budgetary burden to malintenance of the project.



Cosponent
Modeling and Analysis

Tedunilcal Assistance
Coopater Hardware

Local Contract Personnel
Service Cantract
Cprerating Expenses

SUZTOTAL

Energy Policy Stulies

Tegdinical Assistance

Lancel Contract Personnel

Orurating Expenses
SUBIOTAL

SU3T0TAL

Cntingencies arxd Inflation

TOFAL

TARLE III Bl

Summary Cost Estimate By
Source of Funding

(In U.S. $000)
AID GOl
X IC TOTAL X IC TOmAL
195 20 215 _ - —
120 — 120 —_ - —
—-— — —_— —-— 35 35
- - — — 35 35
- = — — 60 60
315 20 335 — 130 130
320 15 335 _ = —
- - — — 95 95
—_ - — 10 10
320 15 335 — 105 105
635 _35 670 — 235 235
80 15
130 20

Project

Total

120

35

465

335

-8T=-
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TABLE III B2

Costing of Project Outputs/Inputs
(In U.S. $000)

PROJECT INPUTS PROJECT OUTPUTS
Modeling Energy Contingencies
and Analysis Policy Studies Inflation Total

AID Apropriated

Technical Assistance 215 3135 5590
Computer Hardware 120 - 120
Inflation and Contingencies i e 80 80

Subtotal 335 335 80 750

GOI Appropriated

Operating Expenses 95 10 105
Local Contract Personnel - 95 95
Service Contract 35 - 35
Inflation and Contingenclies - - 15 15
Subtotal 130 105 95 250
TOTAL 4 44 95 1,000

|



1. Modeling and Analysis:

Macro Energy
Ecancnmic Madel
Evaluation

2. Energy Policy Studies:

Urtan Houasehold
Energy Use

Hational Survey
Praductive Demand
and Uses for
Electricity
SUBTOTAL
Contingencies and Inflation

TOTAL

TABLE III B3

Disbursement Schedule by Calendar Year

(In U.S. $000)
1983 1984 1985 1982-1985
AID GOL AID GOI AID GOL AID GOI TOTAL
20 200 56 60 50 320 126 446
- - - - 15 4 15 4 19
35 30 50 10 - - 85 40 125
120 45 130 20 = - 250 65 315
215 95 380 76 75 54 670 235 905
80 15 95
750 250 1,000




C. Social Analysis

As with all projects, EPFD II will have direct and
indirect beneficlarles. The direct beneficiaries, of course,
will be the private and public sector personnel using the
information obtained, stored and processed by the DJK. The
identification of potential energy markets will offer ample
opportunity to the state controlled and private sector
companies involved in energy production. PTE and BAKOREN will
benefit by having better and more timely information for their
policy setting meet’ngs. Benefits to the economy as a whole
are expected when PTE and BAKOREN recommend and set policy, and
devise enerzy pricing strategies which reflect the cost of
petroleum relative to alternative energy sources, the true cost
of subsidies and the value of conservation efforts.

While al! Indonesians will benefit directly from
better energy information and better energy policy, Indonesia's
poor will benefit indirectly from energy policies which
maintain or increase public sector revenues which fund social
programs. Specific groupings of Indonesians, including the
poor, will beunefit as the information capability of the DJK
identifies problems common among them in energy supply and
demand. For example, analysis of energy data may heighten the
awareness of policy-makers to energy problems unique to rural
women, rural or urban industries, public transport systems,
farmers or maybe even street vendors. Energy problems for
specific groupings such as these will even be broken down
further by geographic area. Two of the project's activities,
the Urban Energy Use Survey and the Productive Uses Study are
already directed at identifying energy uses and problems unique
to specific groups.

This level of targeting beneficlaries for energy
analysis and planning projects i{s provided for in the foreign
assistance legislation. The authors of the legislation
authorized AID to fund projects like EPFD Il based on the
recognition that: energy production and development are
essential to the development of a nation; and the ability of
nations to finance soclal {ntrastructure and developmenc
programs is seciously threatened by financial crises caused by
energy problems.

D. Economic Analvals

1. Couat Effectivenoss

The procoesses and information genorated by thia
pro ect will lead to greater cost effectivenenss by private and
public sector entities involved {n energy. Sysatematlically
carrying out asurveys and planning tor «#ll available enerpy
gourcos in Indonesia will aurtace ifnconislstenclien In strateglos
and projecta. The energy i{ntormation aystem will anuiac tha
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state enterprises in planning for distrilbution of energy and
the multinational petroleum and coal companies in planniag for
explorations and productions. For example, thls informatior
system will be extrerely Iimportant for the corporate planners
of the international coal concessionnire' expecting to export
but tied into filling Indonesia's domestic orders first.
Likewise, it will provide privuce and state oil comnanies with
better information on production needs and capital investments.

The magnitude of public and nrivate expenditures
on energy development provides pleaty of opportunicies for the
EPFD II information system to result in greater cost
effectiveness. By 1988 the annual capital {nvestment necessary
to meet domestic needs and to assure petroleum exports will be
between $5 and $8 billion. Cumulative capical tor energy
investments {# estimaced o be anywhere from $150 billion to
$300 billion by the year 2000.

As micro econcomic theory tells us, lmproved
{nformacion will alzo result in more etfficlent enerpgy markects.
For instance, the prices ot kerosene sold by private
distributor: can vary {mmensely {n the same geographic reglon,
while the price of gasoline at Pertamina stations will be
uniform chroughout the nation. Prices diftenclacing ot
keronene be private suppliers would dictate constitute price
gouging of certain consumers. The unitorm pricing ot some
fuels inevitably leads to an undependable supply {n the less
prof.table reglons. The EPFD 1l {nformactlon system and
planning can be expected to address and resolve snome of these
markect {naefficlencics and hence juntity the cost of che precject.

2. FEeoncmice Juscitication

R

AL the end ol the nroject, BARUKED {4 expected
to be recommending energy ,ml‘ Les and deafgning better energy
progran: bLecause of fntormation made avatlable as a result of
EPI'D I1 and provided by the DIK.  The {nformation sencrated as
a cesule of EPFD LD, che established aodel, will be one of the
faccors reaponnible for the public savinps or revenues and the
tenefigs to private sector from {aproved energy nolicles and
programs .  In some canes the =PFD 1D dntormation capabilicy
will be the Sole reason far a ;H)lit‘:.' dectston, Gnomont canens €
will merely hasten a deciston,

While the ntormation gned (o decfuion=naning
will have an fapact, {5 not observable and {apossihle to
agdsure., A Jectsion made wdx oaonthy varlicer than alzsnt
othervl:ie bave happened becaunie o!f faproved {atormation would
attribute a six month stream ol saving., o couls 0 the cade
of taulty {utormation, to the {nforamation capabi}ite. While
trying to forecant belore, or evon Hmeasuto aller, Che sCroam of
gavingn attributable to batter {ntormation {4 not possible, Lt



-23-

18 possible to aestimate the total annual stream of public
savings necessary for project costs to break even. Table III

Dl presents such an analysis.

TABLE IXX Dl

Illustrative Cost/Benefit Analysis

($000)
better Information

Cost of P.V. Cost Public Savings or P.V.
Year Project of Project Increased Revenues of Project
1983 250 217 - -
1984 250 189 - -
1985 250 164 - -
1986 40 23 167 97
1987 40 20 195 97
1988 40 17 224 97
1989 40 15 258 97
1990 40 13 297 97
1991 40 11 341 97
1992 40 _10 392 7
Sum of P.V.(at 15%) ., 679 679

Table I1I D1 assumes a discount rate of 15%, no
benefits until the third year of the project and a GOI
maincenance and operating cost of $40,000 per year. Glven
these assumptions, the GOl weuld have to see a present value
gtrean of $97,000 per year from 1986 until 1992 tor the costs
to equal the benetitz. This does not appedr to be an
unattaluable savings or revenue streanm considering the total
value ol energy consumption and sales; for {nstance, by 1490
che UHDP/World Bank Energy Report e-cimates petroleunm product
consunption to be cver 302 =illior barrels of ofl equivalenc,
almont 21! billlon at current world petroleum prices. An
anaual savings or revenue {ncreass of $97,000 {n 1990 will
ropredent UUGOUOBEZ ot the value of Indonesla's total
patrolaoun product coniumptlion.

FE. Inutfcutional Analwsis

1. ‘nuslﬂﬁCLCUrinnu

The lead ageney tn this project s the DJK, one of
thrae Directorates under the Mintsitry of Mines and Energy
(MM%) . MME was deaipgnated {n 1978 as the coardinator ot all
enurgy activities. 1t doea so through three Directorates, tho
Directorats Cenural ot GCeneral Minlog, the Directorate Ganeral
of 0Ll and Cas, and the Diyectorate General ot Powver (DJK) .
The arate anterprisen {nvolved in energy production (oil and
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gas, power and coal) are under the supervision of the Minister
of Mines and Energy through his three Directorate Generals.
Only atomic energy, forestry and several energy related
research institutes do not fall under the umbrella of the
Ministry of Mines and Energy.

Three energy policy bodies opercte under the
direction of the MME: LAKOREN, the National Energy
Coordinating Board; PME, the Permanent Committee for Energy
Studies; and PTE, the Technical Committee on Energy Kesources.
Both PME and FTE &ct as Secretariats to BAKOREN. PME has
control over energy research activity within the Ministry,
while PTE submits energy policy proposals to BAKOREN. BAKOREN
i{s chaired by the Minister of Mines and Energy and includes the
Ministers of Public Works, Industry, Defense and Security,
Communications, Agriculture, Research and Technology,
Development and Environment, and Admiristracive Ketform; the
Director General of the National Atomic Board; and the
President Director of PERTAMINA.

The Direccor General of 011 and Gas acts as the
Chairmun of PTE, while th» Director Gereral of Power is its
Vice Chairman. [t is this ctight bond of responsibilicy tor
energy nmatters within the MME that provides the DJK with such
fnfluence arnd »romise in working with Indonesian encergy policy.

The DJK {4 divided inco two divisfons, Energy
Resource Development and Electric Power. The {oplementation of
this project will be carriced out by the Energy Resource
Development Division. Project activities and tasks will be
delegated to the four sections of the Enerpy Resource
Development Division; Data, Planning, Kepulation and
Environmert, and Projects.

2. Institutional Feasibhilivy

Two {nutice  dlone wues connddered during project
design were the capabllicy ot e DIK staff ro carrvy out and
continue the project and the {nutitutional tlow of {nforaastion
between the modelers/analyats and the declsion makvers,

EPFD T provided training in analvrical =ertnhods and
techniques uned in understanding enerpy problems. 1t trained
five DJK srafl amewmbers {n the development and vue ! data,
{nformation zyuatems, wvitems and economic medels and demand
projection rechniques. It srovided handa-on experience tar all
of them {n the wke of Hrookhaven National Laboratory '
Roforeonce bnerpgy Svatem, a 2raphical representation of the {low
of energy tor spectils vear and toel/technolopy mix,  LiFD
alto provided the entire DJE Ltaty with cxberionce fn Jdesippning
and supervining a rural baseline energy data survey.  in
addition to thin vradning, this project and a world BLane
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project will provide technical assistance to the DJK for data
analysis, modeling and planning. Given the results of EPFD I
and additional technical assistance, the institutional
feasibility of the project should be assured.

Successful energy policy making depends on open
communication between the individuals developing, operating and
varying the models and the policy makers using the results of
the model. The modelers must have an accurate understanding of
the needs of the policy makers while the policy makers have to
comprehend the capabilities and limits of a model. Because of
this, the institutional setting will influence the
communication between the two groups.

The institutional setting for this project could be
categorized as an in-house capability even though three
entities are involved. The policy making body, BAKOREN, is led
by the Minister of Mines and Energy. It is served by PTE and
DJK, both controlled by dinister of Mines and Energy through
two of his Directorates. Thus, the MME, through two
Directorates, is investing time and thought in the model and
energy data base both as a user and developer. This
arrangement will satisfactorily assure open communication.

IV. IMPLEMENTATION ARRANGEMENTS

A. Financial Implementation

A apecial account for the project will be established
by the DJK for making disbursements approved by USAID. The GOIL
will maintain at least threce months worth of project needs in
the account for the life of the project. AID standard direct
disbursement procedures will be followed. No elements of this
loan are acceptable for reimbursement under the Fixed Amount
Reimburscument Method.

The selection of consultants and procurement of
equipment will be carried out in agreement with the standa.d
provisions of the Loan Agreement. All goods and services will
be contracted for directly by the GOI, with AID prior approval
for all contracts over $100,000. The Mission will review the
scopes of work qualifications and salaries of all persons paid
with loan funds and all procurement of computer hardware and
goftware. In addition, any procurement of computer hardware
and software will require the prior approval of SER/DM in AID/W.
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The following is a schedule of major events:

DATE
1982
June
August
1983

January

February

April
May

1984

February

May

January

September

ACTIVITY

Project Paper approved

Loan Agreement signed

Initial conditions precedent
metC, :
Technical advisor arrives to
begin work on Urban Household
Energy Use Study.

Technical advisor arrives to
assist with computer
procurecnment.

RFP issued for computer
equipment.

Technical advisors begin work
on productive users study.

Urban Household Energy Use
Survey completed.

Technical advisor assists with
installation of computer
equipment. '

Technical advisor begins
programming worl:.

Final report on Productive Uses

Study {iasued.

Energy modeling fully
functioning.

PACD



C. Evaluation Plan

In addition to the annual PES, an in-depth project
evaluation will be conducted during the third year of the
poni. at, At the purpose level, it will examine how the model
has heen applied to specific golicy questions. Any economic or
social impacts directly attributable to decisions made because
or with the assistance of the model will be noted.

The evaluation will also be conducted on the technical
characteristics of the model, in particular the input data base
and models outputs. At the data base level it will: determine
whether better sources of data exist; identify discrepancies
found betweeu the original data and the processed input data;
look for inconsistencies between the purpose for primary data
and the manner in which it is used in the model; and examine
the appropriateness of the aggregation of data. At the model
output level, the evaluation will determine if: the model
outputs were consistent with past outputs or are consistent
with expected outputs; and determine the range ol applicability
of the wodel in terms of time limits and numerical accuracy.

D. Conditions and Negotiating Status

1. Conditions Precedent to Disbursement

a. Conditions Precedent to Initial Disbursement

Except as AID may otherwise agree in writing,
prior to any disbursement or issuance of any commitment
document under the Projcct Loan Agreement, the Borrower shall
furnish to AID, in form and substance satisfactory to AID,
evidence that a Project Coordinator, acceptable to AID, has
been formally named.

b. Conditions Precedent to Subsequent Disbursement

Except as AID may otherwise agree in writing,
prior to any disbursement or issuance of any commitment
document under the Project Loan Agrecment for computer hardware
of software, and for studies, the Borrower shall furnish to AID
in form and substance satisfactory to AID;

(1) An i{mplementation plan with budget estimates
for staffing and technical asslstance, and procurement and
contracting.

(2) Computer equipment and software
specifications.

2. Negotlating Status

This project has been developed in coordination with



-28-

the DJK. They are familiar with the activities planned for in
this project. Upon approval of the Project Paper, negotiations
will begin with a joint GOI commitree chaired by BAPPENAS, the
National Planning Office. Thus, signing of the Loan Agreement
could be expected shortly after approval of the project.
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L3 ANNEX 1IA
REPUBLIC OF INDONESIA
y) NATIONAL DEVELOPMENT PLANNING AGENCY
JAKARTA, INDONESIA
No. : 1734A /B.v./8/1982 Jakarta, August 13, 1982
Mr. William P, Fuller
USAID ROUTING Director
Ye Act lInfo United States Agency for International
IR Development
/0 P c/o American Embassy
rr0 |y Jakarta
LA
Econ Dear Mr. Fuller,
Ll Subject : Energy Planning for Development
i ‘
FIN A
FIN/A = This Is to request formally the AID for Its assistance in the implemen-
FIN/FA - p
RD tation of the above-mentioned project. The purpose of which is to increase
POP
R the information base and capability of thc Directorate General of Power In
EHR National Energy Planning and it will be carried out over a period of three
EHR/T 4]
STE \Z years.
DA
VHP ' As discussed with the USAID in planning the project, the requested
PTE
AGR g assistance will take the form of an AlID Loan amountling to USS$ 750,000,
r:g:c t 4 The loan will be used among other for training of key Individuals in
JAO/A0N ! various aspects of modeling analysis, energy planning studles, purchase of
PER
cso . | commodity and equipment, and personnel costs.
Y " Your approval of this request will be appreciated.

Cc. : 1. Dirjen. Ketenagaan

2, Dep. Luar Negeri ,
Ditjen HESBLN,



Listed below are statutory
criteria applicable generally to
projects under the FAA and project
criteria applicable to individual
funding sources: Development
Assistance (with a subcategory for
criteria applicable only to
loans); and Economic Support Funds.

A. GENERAL CRITERIA FOR PROJECT

1. FY 1982 Appropriation
Act; Sec. 523; FAA Sec.
634A; Sec. 653 (Db).

(a) Dewucribe how
authorizing and
appropriations Committees
of Senate and House have
~een or will be notified
concerning the project;
(b) is assistance within
(Operational Year Budget)
country or international
organization allocation
reported to Congress (or
not more than $1 million
over that amount)?

2. FAA Sec. 61l(a)(l).
Prior to obligation in
excess of $100,000, will
there be (a) ergineering,
financial other plans
necessary to carry out
the assistance and (b) a
reasonably firm estimate
of the cost to the U.S.
of the assistance?

3. FAA Sec. 611(a)(2). 1If
further legislative
action is required within
recipient country, what
is bania for reanonable
expectation that sauch
action will be completad
in time to permit orderly
accomplishment of purpose
of the aassistancoe?

4. FAA Sec. 611(b): FY 19A2
Continuling Renolution
Bac, 501, It for water
or water-r+lated land
resource

ANNEX I B

The committee on appropriations of
Senate and House were notified of
this project through the FY82
Congressional Presentation (Asia
Programs, page 77) and through a
Congressional Notification
advising of AID's intention to
change the Project frum a grant to
a loan.

Yes.

No further legislative action is
raquired.

N.A.



construction, has project
met the standards and
criteria as set forth in
the Principles and
Standards for Planning
Water and Related Land
Resources, dated October
25, 197372

FAA Sec. 6ll(e). If Yes

project 1s capital
asgsitance (e.q.,
construction), and all
U.S. assistance for it
will exceed $1 million,
has Mission Director
certified and Regional
Assistant Administrator
taken into consideration
the country's capability
effectively to maintain
and utilize the project?

FAA Sec. 209. Is project No

susceptible of execution
as part of regional or
multilateral project? If
so why is prnject not so
executed? Information
and conclugsion whether
assistance will encourage
regional development
programs.

FAA Sec. 60l(a).

Information and (a),

conclusiona whether
project will encourage
effortn of the country
to: (a) incrcase the flow
of internaticnal trade;
(b) fonster private
initiative and
competition; and (c)
encourage development and
use of cooperativen, and
credit uniona, and
savingn and loan
associationn: (d)
discourage monopolintic
practices: (e¢) improve
tachnical efficiency of
industry, agriculture and
commerce; and (f)
strengthen free labor
uniona,

(b),

The loan should directly encourage

(d) and (e).



10.

11,

12,

FAA Sec. 601(b).
Information and conclusions
on how project will
encourage U.S. private
trade and investment abroad
and encourage private U.S.
participation in foreign
assistance programs
(including use of private
trade channels and the
services of U.S. private
enterprise.)

FAA Sec. 612(b), 636(h):
FY 1982 Appropriation AcCt
Sec 507. Describe steps
taken to assure that, to
the maximum extent
possible, the country is
contributing local
currencies to I eet the cost
of contractual and other
gservices, and foreign
currencies owned by the
U.S. are utilized in lieu
of dollars.

FAA Sec. 612(d). Does the
U.S. own excess foreign
currency of the country
and, if g0, what
arrangementsn have been made
for ita releanad

FAA Sec. 601(e), Will the
Project utilize competitive
selaction procedurcs for
the awarding of contractsa,
except whoere applicable
procurement rules allow
otherwine?

FY 1982 Appropriation Act
Bec 5J1. [{ ansintances 18

for the production of any
commodity for export, is
the commoxlity likely to ne
in surplus on world markats
at the time the resulting
productive capacity becomen
oparative, and ia such
asnistance likely to caune
substantial injury to U.5.
producers of the same,
aimilar or competing
commadity?

It is anticipated that the equipment
and technical assistance will be of
U.S. origin.

Nermal Project disbursement
procedures assure this.

No

Yes

No
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13.

14.

FAA 118(c) and (d).Does the
project take into account
the impact on the
environment and natural
resources? If the project
or program will
significantly affect the
global commons or the U.S.
environment, has an
environmental impact
statement been prepared?
If the project or program
will significantly affect
the environment of a
foreign country, has an
environmental assessment
been prepared? Does the
project or program take
into consideration the
problem of the destruction
of tropical forests?

FAA 121(d). 1If a Sahel
project, has a
determination been made
that the host government
has an adequate syster for
accounting for and
controlling receipt and
expenditure of project
funds (dollars or local
currency generated
therefrom)?

B. FUNDING CRITERIA FOR PROJECT

1.

Development Assiastance
Project “riteria

a. FAA Sec. 102(b), 111,
113, 281 (a). Extent to
which activity will (a)
effectively involve the
poor in development, by
extending accens to economy
at local level, increasing
labor-intennive production
and the une of appropriato
technology, spreading
invastnent out from citien
to small townn and rural
arean, and innuring wide
participation of the pocr
in the benefita of
developmant on a sustained

The project does not affect the

environment. The Project is
essentially information and researc!

and planning.

This project is designed to benefit
all Indonesianas. The poor will
benofit to the extent that the
information capability of the GOI
identifies problems common among
them in energy supply and demand.



basis, using the
appropriate U.S.
institutions; (b) help
develop cocperatives,
especially by technical
assistance, to assist rural
and urban poor to help
themselves toward better
life, and otherwise
encourage democratic
private and local
governmental institutions;
(c) support the self-help
efforts of developing
countries; (d) promute the
participation of women in
the national economies cf
developing countries and
the improvement of women's
status; and (e) utilize and
encourage regional
cooperation by developing
countries?

b. FAA Sec. 103, 103A, 104, Yes
105, 106. Does the project

fit the criteria for the

type of funds (functional
account) being used?

c. FAA Sec. 107. Is Yeas
emphasis on use of

appropriate technology
(relatively smaller,

cost-saving, labcr-using
technologies that are

generally most appropriate

for the small farms, small
businesses, and zmall

incomes of the poor)?

d. FAA Sec. 110(a). Will Yes
the recipient country
provide at least 253% of the
costs of the program,
project, or activity with
respect to which the
asglistance {a to be
furnished (or is the latter
cost-sharing requirement
being waived for a
"rolatively leanc
davelopnd" country)?




e. FAA Sec. 110(b). Will
grant capital assistance be
disbursed for project over
more than 3 years? If so,
has justification
satisfactory to Congress
been made, and efforts for
other financing, or is the
recipient country
"relatively least
developed"?

f. FAA Sec. 122(b). Does
the activity give
reasonable promise of
contributing to the
development of economic
resources, or to the
increase of productive
capacities and
self-sustaining economic
growth?

g. FAA Sec. 281 (b).
Describe extent to which
program recognizes the
particular needs, desires,
and capacities of the
people of the country:
utilizes the country's
intellectual resources to
encourage institutional
development; and supports
civil education and
training in akills required
for effective participation
in governmental proccsaes
essential to

sel f~-government.

Development Assistance
Project Criteria (Loann

52)

a. FAA Sec. 122(h).
Information and capacity of
the country %o repay the
loan, at a reanonable rate
of intereast,

b, FAA Sec. 620(4). 1f
aspintance in for any
productive enterprise which
will compece with U.S,
ontarprisen, s there an
agraeement by the

N.A.

Yes

The project supports the devel opment
of local staff and institutional
development.

Indonesia is able to repay this loan.

N.A.



recipient country to
prevent export to the U.S.
of more than 20% of the
enterprise's annual
production during the life
of the loan?

. ISDCA of 1981, Sec.
724(c) and (d). It fnr
Nicaragua, does the loan
agreement require that the
funds be used to the
maximum extent possible for
the private sector? Does
the project provide for
monitoring under FAA Sec.
624(g)?

Project Criteria Solely for
Economic Support Fund

a. FAA Sec. 53l(a). Will
this assistance promote
economic or political
stability? To the extent
possible, does it reflect
the policy directions of
FAA Section 102?

b. FAA Sec. 531(a). Will
assistance under this
chapter be used for
military, or paramilitary
activitien?

¢, FAA Sec. 534. Will ESF
funds be used to finance
the construction of the
operation or raintenance
of, or the supplying of
fuel for a nuclear
facility? If 10, haua the
President coertvified that
such une of funds ia
indiapensable to

nonprolif-ration objectives?

d., FAA Hec, 609, 1f
comnoditian are to be
granted no that sale
procecdn will accrue to the
recipiont country, have
Special Account
(countoerpart) arranqgemants
been made?

N.A.

N.A.

N.A.

N.A.

N.A.
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PROJECT AUTHORIZATION

Name of Country : Indonesia

Name of Project : Energy Planning for Developmeat Il

Number of Project : 497-0318

Pursuant to Section 106 of the Foreign Assistance Act of 1961,
as amended, | hereby authorize the Energy Planning for
Development Il Project (the "Project") for the Government of
the Republic of Indonesia (the"GOI") involving planned
obligations of not to exceed seven hundrea and fifty thousand
United States Dollars (3$750,000) in Loan funds over a one year
period from the date of authorization, subject to the
availability of funds in accordance with the A.I.D.
OYB/allotment process, to help in financing certain foreign
exchange and loca' currency costs of the Project

The project will assist tne GOl increase the information hase
and capability of the DJK in national energy planning so ‘'hat
it can serve as an effective sccretariat to the
Interministerial Technical Committee on Energy (PTE) and the
Coordinating Body on Energy (BAKOREN) at the Ministerial level.

[ hereby authorize the initiation of negotiation and execution
of the Project Agreement by the officer to whom such authority
has been delegated in accordance with A,.1.D. regulations and
Delegati~ns of Authority subject to the following essential
terms ana covenants ano major conditions together with such
other terms and conditions as A.l.D. may deem appropriate:

A. Interect Rate and Terms of Repayment

The Cooperating Country shall repay the Loan tc A.1.D. in
United States Dollars within forty (40) years from the date
of first disbursement of the Loan, including 3 grace period
of not to exceed ten (10) years. The Cooperating Country
shall pay to A.I.D. in United States Dollars interest from
the date of first disbursement of the Loan at the rate of
(a) two percent (2%) per annum during the first ten (10)
years, and (b) three percent (3%X) per annum thereafter, on
the out-tanding disbursed balance of the Loan and on any
due and unpard interest accrued thereon.

B. Source and Urtgin of Goods ana Services

Goods and servicics financed by AJ1.U. under the project
shall have their source and ortgin in countries included in
A.1.D. Geographic Code 941 except 35 A.l.D. may otherwise
agree in writing.
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C. Conditions Precedent to Initial Disbursement

Except as A.l.D. may otherwise agree in writing, prior to any
disbursement or issuance of any commitment document under the
Project Loan Agreement, the Borrower shall furnish to A.1.D. a
form and substance satisfactory to A.l.D., evidence that a
Project Coordinator, acceptable to A.[.D., has been formally
named.

D. Conditions Precedent to Subsequent Dishursement

Except as A.[.D. may otherwise agree in writing, prior to any
disbursement or issuance by A.l.D. of any commitment document
for computer hardware or software, and for studies, the Borrower
shall furnish to A.1.D. in form ana substance satisfactory to
A.l1.D.;

(1) An implementation plan with budget estimates for staffing
and technical assistance, and procurement and contracting,

(2) Computer equipment ana software specifications.

. \
j&:éﬂ§§>ﬁiiwéEff;;i333§§_
Vlltam ¥, ruiller

Di-ector

Date: August 16, 1982

Drafted:LA/PSDO:LChilg%9b§?;a1ey:08/02/82. mai



P R

UMMARY

OJECT
LOGTC

D
A

N §
MEWORK

BDrxxgy Plasiing [ Develgument II
mtdxr

Proyect Gual:

Cirg tr=e) 1z mic growth of
Lk rwsia thuos) Ue

Sem cloymes:t av) strengthening
of In¥nesia's scientific and
tedeclagical cqatility

ﬁo&’ 3 E\.':L-::_i':

T 1rcrease the infoarmation
Lo ardd cogalility of

the [OK In natica-al enerqgy
plaming 0 th.t it can serve
as an effective scxetar{at to
the {nteiministerial tednical
Camitlee < Dnergy (PTE) amd
the Coordirating Raly on Erergy
(BPOI6EN) al the Ministerial
lewel.

I‘roE~ (‘xzp&ts:

Madeling ol Soalysies

Q¥ cfficials trained {n
ey maleling anl a-alytical
teatnigacs.

My 0 Ener 3y Lowrsmic
sxlel cxyadle of assisting *n
tegizal eswrry aralysis.

EBxtoy Policy Stulfes:
hatiaal urlan hoosetold swvey

Matlral susvey jroduction demand
ars) uses of electricity

F':o}&"t hz,:s:

Tetinical Assistarve
Grgrter Handsare
Querating Expwrises

Local Gntract Fercamnel
Sereice Coritracts

Inflation anl CGntingercles
TUTAL

OGBJECTIVELY VERIFIANE IRDIATORS —— — —  HEARS OF VERIFICRTTION

Ecaxmic growth rate {ncreases
by nore than 7% per annum

End of Project Status:

PTE plans anl projects designed based

an facts and {nformation abtained
arnd stared at the DK

The establishrent of an effac-tive

ewergy project planning aad evaluation

sy:.em at OJK

BAKDVEN recamending policy changes
because of information provided by
the DLK

Magnitude o Outputs:

15 traineld on the jab

1 developad and in use

1 capleted
1 coopleted
{$070)

USAID Gat TOTAL
550 = 550
120 - 120
- 105 105
- 95 95
- 35 35
80 15 95
= = L0

ARNEX I1-A
Page 1 of 1
WIIASSIFIED

ANNEX A

1024 indicators

Site Evaluatio
Public Policy "ecrees

DJK Records
USAID Records

AID records
NIK records

IMPORTART ASSUPTIONS

Political Stability

Energy policy-making continues to
be centralized in bodies respansive
to the DIK

Timely arrival of advisors and
equipment



‘o

ANNEX II-B
Page 1 of 3
UNCLASSIFIED

CONCLUSIONS OF
WORKSHOP, ON ENERGY DEMAND IN INDONESIA
IN THE 1980's

'WORKSHOP OBJECTYVES AND PARTICIPATION

The four-day vorkshop was held in Bandung on 2 - 5 November 1981 to review
projections of ensrgy demand and projection of supplies from non-oil
sources through the decade of the 1980's. Participating in the workshop
were individuals Ircm a oumber of Indonesian ministries and unlversities
as well as 10 foreign eaergy ecxperts from che United States of America.

In all some 83 persons attended the vorksnoj,

Ten papers vere presented by individuals on the on-going energy analysis
efforts at the Directorate General of Powar, the Directorate General of
0il and Gas and the State Zlectricity Corporation (PLN), all of the
Ministry of Mines and Energy; the Ministry of Industry; the Agency for the
Develojment and Application of Technology (BPPT); the Mational Atozic
Energy Agency (BATAN); and the lndonesidn Institute of Sciences (LIPI).
Four papers werce pré;cn:ud by G.5. expercs fr;m Hassachusetts Institute of
Technology (MIT), Energy/Developnment Inﬁernntional and the Bochtel Group
Inc., dealing with rhe trojected enerzy supply-demand situation in Indone-
gia and altcrnntivelhupply strategies for reducing domectic dependence on
pezroleum products, cross-country cosmparison of energy sonfiwaption’ per
capita, and price effects on enerpy consuzption in Indonesia and other
developing ccuntries.
In addition, two pancel di?cussionu were held for the purpose of narriving
at a consensus among the Iandonesian and foreizn experts on ¢
(a) the quaﬁ:i:ius of different non-oil energy fuels likely o be avail-
able to the Indonesian cconomy by the end of the dezade;

(b) annual ererpy demands in 1990 needed to surtue current patterns of

economic and aocial develepment; nnd

(¢) policies which, the Indonesian Governzent could unaertake to encourage
the accelerated une of nan-ot1l fuelu ap wrll az to reduce current

dintorzions in the demand for petroleun producte,
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4. After much discussion and a thorough exchange of views among the work-
h

fcllowing conclusions.

p participants, the vorkshop was.able to reach agreement on the

€]

CONCLUSIONS

On Feiure Znerzy Demand

5. 1I the Indcnesian ecornomy grows at 6 - 7 percent per year during the 1980°s,

will require the equivaient of 370 - 450 million barrels of oil (MBOE)

-
L4

in one ferm or another at the end of the decade. The corresponding figure
in 1578 was 155 =illion arrels of oil equivalent *). This growth of
enargy us2, correspianding to a range of 7.5 - 9 percent per year, is
expectad to occur if current trends continue and in the presence of current
govermaent poiicles regulating the price and uses of petroleum products.
These figures do not include wood and other non-commercial emergy, which
curreatly account for around 65X of rotal energy consumption. The fractiou
Si teotal annual prizary energy resources used to produce eleciricity is
expected o increase during the 1980's, ‘reaching a value of 20 - 30 percent

ia 1990.

(r Fuiure Inercw Supdlv

6. Trc workshop reviewed the various estirates of snergy resources other than
21l prepared by the varisus groupr vhich could contribute to meeting the
tctal dezind for energy, and in particular the increased use of electri-

Y

citw in 15350, and agreed to the resulzs listed below.
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POSSIBLE FUTIURE ENERGY SUPPLIES AT END OF DECADE
Resource Physical Units Million BOE
Coal 8-16 million metric tonnes 32 - 64
atual Cas 300-330x109 cu.ft 57 - 63
Hydro 2650 - 3800 MW 20 - 30
Geothermal 350 - 500 MW 4 - 7
ciomass %) 1 -7
Wind )
Solar *i)

*) Non-traditional biomass
**) Less than 0.5 MBOE

Development of these supplies will necessitate substantial investment
in transportatioa andedistribution infrastructure, manpover development
and industrial production capacity, if these supplies are to Le produzed

and delivered to the variocus end uses

Pricing Policy for Energy

[>]

9.

The introduction of supplies of non-oil fuels listed in paragraph G into
the Indonesian economy could be accelerated greatly by incroduction of a
more conmpetive pricing structure. Although this in likely to lead to
increases in real energy prices {or all ccmmercial fuels and in some sec-
tors reduction of dezand, the primary objeczive would be to inuure fuel
substitution in line with the government program of diversifying sneryy
supplices, as well as to maxinize the efficiency of enerpy, in particular

in industry and tranuport.

It vaa estimated that aew povernmental adjuntment and repulatory pollcies

aimed at improving the eff{ency of enerpgy use and {uel prices covld have a
subatantiz]l effect on enerpy demand growth,  Siuflar policten in other

daveloping countrieca have led 2o savings of ~reater than 10X,
£

Landung, 5 Noverbar 1961,
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Iatroduction

1. The first formulation of such policy was completed in 1977, and

vas later used as an input for the Third Five Year Plan (Pelita I1T)
1979-1984 .

Since then, this policy has been periodically reviewed aad up-
dated, and the latest review and updating was completed in March 1980,

1. This presentatics cutlines the main focal points of Indonesian
energy policy, its total context, long range targets, and the imchanisms
shich are being developed for policy formulation and implementation.

The Indonesian Energy Scene

tnergy Consumption

3. Observations on commercial energj} consumption during Pelita I
(1969-1974) and Pelita- II (1974 -1979; Annuex.I) have-shown ~hat averag?
growth rates are 10% and 157 respectively. On the othor hand commer-

sial energy consumption per capita per year has increased fxom 0,47 EQE
to 1,17 BOE in cthe last 10 years (1969-1579).

', From the structure of consumption (Annex I1) it if' obyerved that
the role of oil 15 dominant. With the development of non-oil cnergy

.esources, specially gas, however, the role of petroleum is starting to
pssume lenser importance.

5. Non-commercial energy consumption, based on nr--Ll.. {irnary anuscss-

sent, seens to be larpe, alrthough che trends shou o decreance [rom 60%
0 507 contribution of total energy consumntion. Moy prnc\iz;e data
ie being collected, The observations made are mostly on Tlrewood,
leh {s che muin fuel in the rural arca:u. Althousi tho disaribution
wstem for kerosene has been widely developed, tho consumntion thereod
{y still limited £n the rural arecau, and
eas.,

tu Lmportant moatly in uchan
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6; Ccmmercial sector energy conaumptlch (Annex p ),4sbcw3’that

the share of’ each sector is about cqual and does not show cor;iderable
change in recent years. But if non-commercial enexrgy consumption
were included, which is maxnly used in the housenholcd secter this sec-
tor will have the biggest share.

In the Lable, the electricity sector is set apart. This seccor
(Annex IV) has shown an increase in installed cnpacity of 1621 MW in 10
years, an average increcase of 247 a year. Ewen so the per capita
(public) inscalled capacicy is only about 16 W and covers only 27 of
the population. The increase of public electricity in the -8ut 2
years has reached 3 Watts per capita per y=ar

tnergy Resources Poctential

1 1t is estimated that indomesia has A recoverabla deposit of oil

smounting to 50 billion tarrels. Tha level of production 4135° 580,63
pillion bbl in 1979.

- Ve -

8. Natural gas deposits are eatimsted at sbouz 30 trilliom Lit,
The production in 1979 was 748 million Cst, of which Z7% has TO be
flared.

9. The hydropower potential available for electric powar gundraticy
{g estimated at 31 000 M« associated with 15
potential per annum. The deztritustion Is a

‘P.

5 thousand Gwh o 2nergy
3

follows ¢

Sumatera 6750 MW
Java 2670 MW
Kalimanzan 7C00 MW
Sulawasni 5600 MW

Irian Jaya 9000 MW

cmnll scala utilizazion tor mini and hyd:o alectzic poweT noneration
and other uaen is widenpread throughout thi whole zonntsy ara eondll

need to be evaluated and asusvssed,

v A s o V- \ s ) PR 2
10. The proven rauervow 0f coal .mounn rooaleoat 1 Lililon SRS SR

south Sumatera and aveund H00 milifon ton- U ar,,a0 DETTL OV OATatiTd.

o 3 $ o * N PO . e i = . . .
Coal found ‘i Halimantad Led 1) qoeds To e fnvenTiontut, Veremata? RBU e
, ke fon 980 von Y . . -

duen ton roached thie H00 GO0 nan Yavel o L i, S PR A U R IR ANt

i . . 3 L AR NS .o e i i ] ; .okt e s
(L the ;,:'(‘:H‘:\L T):".H.‘Jt,'.,‘.(.).'. SR 1 ¢ BEEPIVTY RN 43 4R :":':;,‘_’_‘ e e LR T Ry, [
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duction costs will likely be around US $ 30/=zon at.the pitmou:zh,

11, The potential of geothermzl energy has been decductively assessed
ir. between 8000 and 10 2300 MW, The island of Java itselZ hxs a poten-
zial of around 55C0 M. The past 6 years' experience shows that a
success ratio of 0,55 has been reached for exploration holes and 0,67
ror production holes. Probable reserves in 6 development regions have

oeen fcund to be 2150 MW with a 5% KW praoven rasarves.

12. Ceological surveys for Urzanium are being conducted in many parts
of the country, no viable deposits had been identified so far. ¢ Indica

tion of possible deposits Rus been Found in Kalimantan,

13. Biozass (wocd arnd agriculturzal waste, nas been uvsed tradlitional
ly as an e¢n rgy resocurce In the Tural regions, Firvwood consumption

:n Java and Bali i5 estizated to rezch 30 miliion tcons e year.,. The
potzazial ol wood waste i: also large, since wood preduction reachas 7
aiilion tons on a one-shiit basis, of wnich 40 Lz wazced. The poten-

tial o agricultural wastz is aspgumed o be large also, beczuesa coricel

>
wwre is the main occupazion of tha populartion. The vozencial of
levelopin; wood plantaticns is also promising, bYeering in mind chaz
forest arvas and othnr land areas not commercinlly ceveloped ave zvaila
ble in coue aveas.

!

i Solar energy has !

been uned wxcenaively ta othy traditional oy,
ireriniaary weasurements fndicate that the yearly averace of ‘acoluzion

(3 about 4 o 5 nWn/m2, wh.ch du abeve the limizy ol uapplicazien

i { - > .y - % o A d el — = .
i mintd enerpy Lz used extensively fozr the teadisionn)l zude ol sea
ransportution, 0f the detay availatle, several leczifons ars chewing

5
reomise for land-based wind zeneratozs, wich wind -vecens of move ot

e

M kathr and an intensicy e wore than 1500 200, 00/ @

o . Y - M D ad [ . vy - .
b Qthier potentialsn which are sine proslinine ava o
«r - i . - - AR . 4 a . - fal : . - N
= wave cherew, cLpecially on the caa Ty Lezung nha lndene Ml

Creun;

= tidal enereyv, feond noaome bav,

aMACADGC LI eant ern LLoanhint,
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mergy Policy '
fbjectives
1. The core of the Indonesian energy policy is to guarantesz the

lmestic energy supply in the amount and quality according to the
imand and at a price affordable to the public, with the objective of
zorcving the welfare of the Indonesian people and providing the
sscessary support for a rapld socio-economic growth,

iiggion

- TR Policy formulation has been based on the national aspiratfbn
hich is the foundation of che state, namely that land, water and
w-ural resources which is state owned, should be used for the optimal
2lfare of the population, Thezefore efforts should be made to @

a. forrmlate an energy policy which is comprahensive and, intu-
gated, based on the develorment and utilization of those TesOouscas,
aking into account the demand growth, not only for the dcmestic use,
4t also for export, and th:e deveiopzent of a stratezic enargy sunply
a the long run;

b. take steps to conserve oll use, walch forms the main energy
surce, and to develop non-oil energy resourcus, guch a5 z0al, hydro-
ower, windpower, geothermal energy, nuclezar en=rgy, solar enerzy, and

2 on;

[

n axral

c. develop rural energy, to permis cheap energy supply
reas, 3o that damage to the forugt. land and water can be cinisizad,

-

d. increase the development and managemedc ol mineral Tunourtun,
specially energy minezals, because 0f their role ny foruel n cnhange
arners for the financing of the national develcenment;

¢. establish a national energy policy whichk s abile To aupiovt

te national development to the maxlmum exlent por.ible;

£. {ncereasa the development of elactric pousr Ior ohe Ziprovasmanl

{he welinre of the soclety in zural and urban areds, ud to tush oand

signer wconcmic activities,
E5
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Steps to be Taken
19, To be able to reach the set objectives, and to Fulill rthe

mission, with the potential énergy resources as capital, steps to be

taken are as follows :

to economize the use of the oil resources in order to maxinize
its value either indirectly as a foreign exchange earmner or
directly as a fuel for the nacional development. This is fur-
ther strengthened by the knowledge of the availability o€ other
types of energy which can be used to substituce for oil, and
which due ro their site-specific nature, or their low:heat

quality, cannot be exported economically,

The pattern of efforts may be categorized in the Zollowing
nanner :
- intensification of the Survey and exploration program of
energy resources especially in new areas and the creation of

incentives to eztract rivate investors:
’

- diversifica:ip:, to minfimize thi cependenze on ol €or ¢he
domest.c consumption and substitucion by other energy  suerees;
= conagervation, the issuance of regulucions, and the conducting
of a campaign to promote conservation, with the atia to achicve
a2 more efficient ugse and savings of enerpy;
- dndexacion, the fivucion of certein encrgy sourcos Zor -ha
best utilizacion.
The building-up of the necescary infrascructure should also YHe
tuken, such asn trasining, information, invescaent, R & D, Laws gnd Regu«
lazion and techno-structure,

Implementacion

20, Baned on long-range eatimation of tha nationul snergzy congumptien,
lenning An tha enuzpy

v"
wt

effores have hYeen rude ro eszablish long-ranga »
field,

3 - < X PR N . . e o 5 . "
1. Thete extimatsy are bassd on sadumptiond ol the azanosle sroush
Tate (conreased in ot RTLATH Tata batween 4,5 and Guoulh TANL gha vaas

nee S iae !

9 LY : e d — . Sy g
'GOQ). :«1;1‘,3,.2(,1(4:1 Bt Carogad e R N I T 1 Ddal .;;!,:\ éﬁ".! '339:5:’
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elasticity: (will be about'1,7 during the planning period).

These assumptions will give an demand estimation for cormercial

energy of around 878 million BOE at the end of the period.

With the present rate of production, the total cemmzarcial ener-
gy demand will not be covered by the demestic Production at the enrd of
Repelita V (1994). This means that the role of oil in.the Indonesian
energy mix should be decreased, while increasing she role of natural

gas, coal, geothermal and hydropowver,

22, Beside the governmental Participation capital nearly Rp 140
billion will be spent for the major énergy orograrmes from the 1980/81
Hational Develop=enc fund for the following activities :

1. Mining development (research on processing technology of
2inerals, oil and £as) .

b. Geology develorment (rapping, exploration and drilling for
potential inventarisation).

€. Electricicy develorment (erection of various power plonts,
‘tansmission and distribution networks)

-

d. Gas end other Ghergy resources developpens (525 distribution
network and survey on non-convensicnal tnersy resowrces).,

¢. Training and developzment of physical infrnacsuscours,
for the electricley sector, roreig: exchange will be ..ide avallabla
vith the s2quivalent amount of Rp 2¢9 billion for the ivae budzet year,
for rural electrification Fp 17 billion will 4o avallahle,

Other major projecrts <n the field of ot and Bed are as Zollowa

a4, the conurruction of 4 aydrocracher with 3 CaDwelty AF
&5 000 bbl 4 dey,
b, the exnansion of 2 rellnerden with on aiddloinng, cavacity ol
100 000 %1 a doy cach;
€. the constructicn of ope e refie ey
»omaL expansion of LNG Cacilicdes NLTh b meze zoalas

N

€. natural sas uciliszazion prolects 4y vatooshumiog? Zeeionecl),
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-

Th2 main project in coal is the developmenz of the Dukiz Asas Coal M
to produce 3 million tons of coal a year including its infrastructure,

-
...U'

4 .

Hydropower and geothermal energy development for power genera-
tion are also included in the electricity sector.

23. As has been mentioned befure, ofl has 3 dominant role as a
foreign exchange earner (Amnex V). 65 % of the foreign exchange
revenues are obtained from the export of oil and gas.

It is observed that the rate of coasumption growth cf petroleum
products is increasing rapidly, and serious attention has beemigiven to
these 'trends (Annex VI and VII).

2. The energy policy is thern reflected ir the targets to be achieved
during Pelita III (Annex VIII). The role of oil {5 deereasing from
82,27 to 77,77, while the agregate role of the other energies.ate
inc.'easing. The non-commercial erergy constaption will still be con-
siderable, but its relative cortribution will be decreasing due o

scarcity or inconveniency conzlidsrations.

On the other harnd, energy elastliclty {5 expested o be 1,
Juring Pelica III and wot less thaa 1,5 until tha =nd of the century,

25. The following financlal expenditures are exnected to %o soane
during Pelicva IXIT :
a. 0il and gas 17 423 =illlon U5 ¢
b, Electricity and city gas 6 440 nfllion US
c. Ccal L70 milllon VS
Tozal 26 4G =illllon U5 5
Cut of thig amounz, about 9,7 billion US § 4+ cxmnscesd 23 Ya

spent by forelgn contractors, whils the resn L5 Wy sevisnmest, $Satmmalle
sgunerated funds by Pertamina or FLN or threu:h mrolest Toane,
Investments in the electric power flell! anver dlinsivirioa,
wransoission and generation, uasing oll, gar, coal, suoslvwal and hydes
A8 primary cnerew,
The development of coal rascurcvs s concantranaed arcund Sebis
Asitn Coal Mine,
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Institutional Arrangements within the Energv Sector

25, The existing insticutional Structure consist of Ministries which
are respcansible for the production of -energy and others which are usears
of erergy, . Integrated energy policy covers both tte production and
developuent of energy and the final use of energy.

The formation of a Ministry of Mines and Energy, which kas con-
ttol over the production and supply of coal, oil, gas and electricity,
has helped to a great extent the coordination of energy managem.snac,

Other Ministries which are also involved in the maragegest of
energy resources are the Hiristry of Public Works, who is in cﬁarge N
che'managewenc of hydro resources for irrigacion; the Ministry of
Asriculture, in charge of che Ranagement of forestry and agriculcural
resources, and the National Atemie Eaergy Agency responsible for the
ranagezent ¢f nuclear fye} cycle,

Hinistries concerned atout ths use aspect of anerzy ara che
MWidstry for Comrunications and Tourism, the Uinistry cof Induszty, the
b alitrwv of Agriculrzure .and the Ministry o) Defenze and cacuslo,

A KOREN

o To ba able to 232ablish a compraheniive and ins.yranad aNATSY

policy wnd alaso zo coordinata the {mnlemanez=i_n Thur.el, s oarrons ment

b7 a4 Presidentizl decres hag ocen formalica: Chzough ilis ev a2lisn of

sational Encrpgy Cooxdinatinn 2gazd (3aronrzy, ., T Moo Wil e g
rondatructeral coerdlinating body, chatred by fae Minlsvor af inze oand

r - M . N : p . e
SWeIRY, Will involve che tollowing mintrcer. .

<. Mindsver GF Minae and Ener oo {Cluix an)

. - . ,
o dlnloter Toe tayiria Vol
e »* a - 1 -
c. vialliutleyr P 694 ;f‘.\.u:.s_r:u'
. S - . - !
d. Minicter Jor Defence und cecuricy

e, Minlerer Jc- Communli:i {tons and YouTiam
" ol «
£. Mindscer “o- Avviculzurs

Ate Minfnter Tor NoleaveN and Tachnology

-
L4
-

0 T3

t
s o : . P | e L]
e Staze Mintutar for uhy Contral L tha Dovelorzens an

SR v vnen g vy P
LNVLT Gan g

’ r jy u . F e iy g - LA t - EAE AR
L. State inilaces LOT Tae Adminlucratiug welor/Viss Chadre on

0f the Maniiial Savelonmens 0l anyine

T}
s ' ¥
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j. The Director General of the National Atcwic EZnergy Agency
k. The Director Ceneral for 0il and Gas
1. The Director General for Power.

. The main duties are the following :

a. to formulate the government policy on the development and
utilization of energy in an integrated manner;

b. to establish national prograrmes on the development and
gcilizacion of energy;

c. to coordinate the implementation of prograrmes and policies
in energy matters by the institutions inveolved;

d. taking decisions related to the above matters in crder to

speed up implementacion.

The Chairmen of the Board will be responsible directly tc the

President.

The Board has the duty, authoricy and responsibillizy

and utiiizacion of nationrl enceIgy TESOLUTI:S A
ty to allocate capital, manpow:r, skill and
.. to prepaze the formulation of
enarpy field;
c. to prupare guidance for sontrol and manas mment Cov Lol

0gT

cation of prograzped in the developaent and uwsilizalon of - A
TrnouTrces;

4. tc make an apopralsal of ressazcs amd davorlonment ol anargy
ranources;

¢. to ccordinate Na implementation ol coppereiLion ©oTwWaan
research and developmens fnsrizutionsd in

iasticuciona,

hd . . 5y » LY . . - . K

Coordinarion meatings will bu hald
tima L% L :‘x,:t;x:“hwf Begesaary 2oy s
A, ulpcusiaing rhe Cormalation oL To.s2Y -

P PR I ¥ r!_"

- . . ) N < N
af aetinn wpograsiier ald TV T e S et
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b. discussing issues which arise during thz2 implemantacion
caercof;

c. discussing other issues related to the implemenzaction of

pclicy and action, programmes and development of energy.

-

iecchnical Committee on Znergy Resources (FTZ)

26. In the execution of daily tasks the 3oard will be assisted by

3}
c
o
(
o
rn
9
[
4
3]
o
“
[
o]
"
o
oy
w

32 Technical Conmittee on Snergy Resourcs
Cczmmittee consists of 27 senior officials Zrom ell the wnersyisusplying

ind consuming ministrles, resezrch instizutions and public seezor unlar

takings, Tne Commitfe2 has been workina for the last 3 yvear, since:
ter formation by che Scate Minister of Desuworch. uriginally the soopg

of work wasg

a. to review and study preseez and fuzure cnerey Llsives and
based thereupon formulete a nationzal enesgy nolicy;

b. to collect all reviews, evaluetions, fommlaclons, sugnes-
tions and prograzmesn, and submit £2 co che Chalrmoin of the lutural
resources Cormittau;

c. to follow regularly all the follow-ups 9f jovermaanc declai-
ens on cnerpy mutters and subili eppraizal concerminn those follow-unn,

With the creation of the Ministry of Minea and Znersy thie maia-
pemenC of the Zoummitter has bheen tranaferved o this Minlucry,

The wide ucope of aczivitics has contribuned o the underzzasd-

ing of complicated enersy problems.

Studies on recunical and zechno

L
’
[

M -
SRR TS ()r--..n?' el . vn =~ vy
e s @ M 2 PR P . - - .‘)

have been made, appraissls on national enoorny o nemineT . have Leal dre-

: 1 L] ¥

pared and draft sn enerey pollicy v Leead Tormmilated,

following :

pooenerpy tlannong,

b, enerny tira nd prosramsing,

c. pollcy fmunleentation,

(‘ -\0‘ LTI Y S A RO S [
L B 3 ;' S R N " +: 9w L e b -4 *
i -xr",v'<' TR S TT SR ~ g 333 EESTE G T I N IR -)r"'iﬂ [AAN S =
. it Mo roe m w e et w P ren s) o Frebl o S0, il e &y o ,éc,v,.;,zsg A Iamts ¢ SN
!, i Ve 'q“‘..xlx s s PRI o o, o gy a vz d ags’ £ oyt LR B T
i - o B3 D R " » Ty L™ 27 ' =, G STaria Senm



ANNEX 1I1-C
Page::11 of 12
UNCLASSIFIED

as source of energy and che utilization of dissel engines

The ifinistry of Mines and Energy

29. Besides the exscution o the govermmental ‘unc;lon <he Miniscxry
nas control over the production and supply of coal, oil, gas and elec-
xLCLLy. The Ministry has three Directorate Generals; omne is in
fﬂm'ﬂe of mines, which includes responsibilircy. for all ,ine.a1 resour-
ws including coal; the second is in ch .rge of oil and gas managemeat;
t2 vhird is not only in charge of electric power and other energy

cesources, but also policy integratior

State Enterprisz

i0. There are 6 statz enterprises which ccma directly unader the
sinister of Mines and Energy. Fotw f them are energy production compa
aies in charge of coal (PN Batubara), oil and gas (Pertaminz), elactri-

.ity (PLN) and city gas (PN Gas).

fesearch and Development

. To supporz the above tasks and activities there are 3 develop-
ment laboratories, each working on its specific field, mamely minerals
~ncludlng coal), o:l and zas, and electricity (including ngw —esours
development for electricity gemeration su.h as geothermal, m:~robvar»,

vina and solar energy).

Permanenc Committee on Energy (PME)
12, At the ministerial level a permancnt comuittae 15 Zormed which
has the purpose of
a. coordination between the different insrizutions withia the
dinlistry on
(1) p: .ning
(ii) research and devel muent asuivities
b, making studices and analysis on wnergy provloms;
c. propuszing st ns Zur the improvar ot oL “he enizpe nasagIeest

within the Ministry,
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Progress has been made by esiablishing 5 working groups, deve-
loping software needed for the Ministry, namely

‘a. Energy Modelling and Policy Analysis
b. Energy Informarion Systems

c¢. Energy Resources Survey and Mapping
d. Energy and Eavironment

e, Rural Energy.

Other Institutions

13. Alchough all institutions working in the energy field have been
represented in the PTE, the highest authority is srill with their
representative Ministers,

~Besides the Universicies, which are also active in energy
research and develcpment, and technical colleges acting as scurces of
skilled manpower in the enérgy field, two other institutions 2re also
active in the field of energy. The Agency for the Development and
Application of Technology (BPPT) which is under the coordination of the
State Minister of Research and Technology plans to build an enexgy
laboratory. The National Space and Aeronautical Agency ia active in
the developument of wind energy.

Conclus {fongs

¥, Energy policy formulacion is subject to changing nerceptions
based on many uncercaintics, More efforts, especilally on nt dies of
supply and demand, future market developments and technroloepic.al
development, arc still necessary for a becter fommulation. This ipelu
des aloo policies on nanpower development and ccher supporting
activicies,
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FORMATION, TEZ MISSION SHOULD SEEE NEEDED TUNDING TPOM
AID/V,
S. THE APAC ALSO WAS ADVISED THAT ANY COMPYUTER PRO-

CORFMENT MUST 3% APPROVED BY THE OFFICE OF DATE MANAGE-
MEINT IN AIT/' (SER/TM), WE ASSUME THAT USAIT WILL SE:F
TUAT APFROVAT WPEM TOUIPMENT AND SOFTYARE SPRCITICATIONS
An® TTETIEMINZID, HAIG

uT
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