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PROJECT AUTHORIZATION 

INDONESIA FINANCIAL INSTITUTION 
DEVELOPMENT PROJECT 
PROJECT HO. 497-0341 . 

1.	 Pursuant to Ser-tion lOl of the Foreign Assistance Act of 
1961, 8S amended. 1 hereby authorize the Financial 
Institution Development Project fOT Indon.sia, the 
"Cooperating COUDt~y". involving planned obligations of nat 
to exceed $15,500.000 in loan funds and $3.000,000 in grant
funds over a two year period from date of authorization 
subject to the availability of funds in accordance with the 
A.I.D. OYI/al1oe-eDt process, to help in financing foreign
exchange and local currency costs for the project. The 
planned life of the project i. seven years from the date of 
initial obligation. 

2.	 The project consists of alsisting the Government of 
Indonesia to increase rural off-farm employment through (1)
sU9Port of the development Ot local rural credit systems
that provide financial intermediation for village residents 
at ressonable cost, (2) production of loan portfolios of 
employment generating activities, p~imarily off-farm and 
(3) promotion of savings mobilization programs. Project
funds may be used for technical assistance, training.
commodities, capitalization costs, and other project
operations costs., 

3.	 The Project Agreements which may be-negotiated and executed 
by the officerl to whom such authority i8 d~legat~d in 
accordance with A.I.D. regulations and Delegationa df 
Authority, shall be subject to the following essential 
terms and covenanta and major conditions, together with 
such other terms aod conditions 4. A.I.D. may deem 
appropr~ate. 

4.	 a. Interest Rate and Terms of Repayment 

The Cooperating Country Ihall repay the Loan to A.I.D. 
in U.S. Dollars within forty (40)'years from the date of 
first disbursement of the Loan, including a grace period of 
not to exceed ten (10) years. The Cooperating Country 
shall pay to A.I.D. in U.S. 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~) per annum thereafter, on the 
outstanding disbursed balance of the Loan and on any due 
and unpaid interest accrued thereon. 
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b. Source snd Orillin of Co_oditi•• , Hationalltyo!
Services. 

Commodities financed by A.I.D. under the proj~ct sball 
have their source and origin in the Cooperating Country or,
if loan-funded, in countries included in A.l.D. Geographic
Code 941, or if grant-funded, in the United States except 
as A.I.D. may otherwise agree in writing. Except for oc.an 
shipping, suppliers of commodit18s or lervices aball bave 
tbeir nationality in the countri•• included in Code 941 or 
Indonesia if loan-funded, and if grant funded, .hall ba~e 
tbeir nationality in the United States and Indone.ia, 
except 8S A.l.D. may otherwise agTce in writing. Ocean 
shipping financed by A.l.D8 under the project .hal1~ except 
as A.l.D. may otherwise agr•• in writing, be financed only 
on flag veasels of the United S:ates, if grant-funded. or 
lndoneaia and Code 941 countries if loan~fund.d. 

c. Conditions Precedent to DisburBement for Pro e~t 
Activities Other~han Technical Assistance an Pre-
ImPlementation Activities. · 

The GOr will provide the following: 
(8) evidence that the GOI has assigned at least fiye

full· time professionals to the IPD Tingkat 1 te~ io each 
of the provinces as.isted by this Project, aDd (b) evidence 
that the GOI bas established and stafled a teaD for rural 
credit In Bangda, MIni.try of Home Affair., with at least 
two full-time profel.loaale. ~ 

d. Condition Precedent to Disbursement of Funds for System
Capltirlzation. i W 

The GOI will provide the following: 
<a> evidence of tbe proc'dures established for the 

transfer'of funds between the Hinistry of Finance and the 
respective BPD'. and for the tran.fer of thos. funds to 
participating units, and (b) evidence that the GOI hal 
taken the nece.sary Itep. to allow village-based c%edit 
syltems aSlisted by this Project to accept voluntary
savings from borrowers and ncn-borrowers and to safeguard
sucb lavings through procedure. reflecting unit performance. 

e. Conditiun Precedent to Disbursement of FundI for 
Comeuter-Rerated Equipment~ 

The GOI will prOVide an a••e.8ment of IPD computer
needs in West Java, Central Java. and West Sumatra. 

f. Additional Special Covenant8~ 

The G01 ahall agr•• to the following additional 
Special Covenants: (a) to structure accounting practices
and interest rates· of yillage credit .ystema under thi, 
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project to insure their financial viability, including
procedure. to reaerve funda for loan 108ses and to 
write-off uncollectable loana, and (b) to ensure that the 
B.dan Pembinaan Pembangunan Kredit Pedesaan will meet at 
le.st ODce a year to review performance of each of the 
villa.e credit .ystems and to consider adju8~ent8 based on 
perfo~ance, with the paramount criterion being financial 
viabil1t;r. 

Signature: \••~~ ~ 
~~t' 
Mi88ion Director 

Date : .1:'/.ll.t1--

Clearancea, PRO:DZVinakia~". 
•	 EED:TMYers: ~219
 

FIB~RHcClure:~
 
DD:UClal'k:~
 

Drafted:LA:LCbil~09/84. mai 
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1. National Jakarta Baaed Aaencies: 

DEPAITEKEN DALAM NEGERI 
DEPAlTlOmH mUANGAIf 
BAPlENAS 

BANGOA 

II. Provinc1a1 Agencies: 

BAPPEDA 

BANK PEMBANGUNAN DARRAlI 
(BPD) 
JWWf XP.EDI'l ICBCAMATAH 
(BlOC) 
BARK UR!A PlODUlSI DlSA 
(BICPD) 
LEMUGA P!RD!DlTAN 
DCAMATAH (Ult) 
LUKBUBC PITIB HACAII (LPN) 

UJUPATBN 

BUPATI 
DCAKA'lAN 

CAHAT 
DUA 
L1JltA1I 
PI~AUAS 

PETmAS 

UPALA UNIT 

INSPECTOR MUDA 

TIHGlAT I ('1'1 I) 
TIlfGICAT II ('1'1 II)
CABANC . 

UNIT 

UI. Other 

COl 
DUI 
DIP 

Bank IDdoneal a 
Hid.try of RoM Affairs 
Ministry of Pinanee 
NatioDlll Leftl PlartniDl aDd CoordinaUns 
Alenc,. 
Director Geueral of Regional Developllent 
located 1n Ministry of BCDe Affairs 

Provincial Level Planning and
 
Coorcu'natiag Agency
 

Provincial Development Bank 
A project-supported, rural credit system 
located in Central Java 
A project-supported, '!"1.Jral credit systell 
located in West Java 
A project-supported, rural cre.lit s)'stell 
in West Jaw 
A project-supported, rural credit syst. 
lceaced in West Sumatera 
A district-level admini.trative and 
aeograpbic unit 
'Bead Covermlent official in a kabupaten 
A .ub~:latrict-leftl administrative and 
aeographic unit, located just below the 
ltabupaten. 
aead Goveraellt off1c1&l in a kecautan 
A v11l8le 
A village ada1D18trator 
A supervi.or aDd/or auditor 
Line per.onnel, such a. assi.tant 
1Il1D8ger., bookkeeper., cashier., loan 
officers 
Hanager of .. bank UD1 t luch al a UK, 
!.PI, 1ltPD, I.Plf 
A district aud1tor/supervilor baaed in a 
kabupaten aDd report1Da to the Bupat1 
Provioc1.al lewl 
District level 
A braDCb 01: the BPD located usually at 
the kabup&ten 
An autonOllOUI f1D1lDc1al 1n(lt1tution neb 
a I the BIQC, LPl, BltPD, or LPN located at 
or below tha lee_ataD level 

Coftrnmel1t of Indonea1a 
A 001 Project Proposal 
A GOI IJIlpleJlentatioD Order (an approftd 
DOl) 
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I. SUMMARY/INTRODUCTION OF 'l'B! PROBLEM 

The Financial Inltitutionl Developmeat Project il a USb27.8 m1111~n 
project to ItreDgtbn the abilitY of four ext.UZl8. village-based credi t 
8YltlllU in Velt Java, W.st Sumat..a, aDd Ceatral Java to extend credit to 
borrowers, to expand loan portfoliol beyond trader credits to include 
emaIl entrepreneurs and to mobilize voluntary smnge. 'nte project 
provides trainiug, technical assisCance and equipmeDt to develop the 
staff and operational procedures of the local credit institutions and to 
forge a closer link between them and provincial bank. respcns1ble for 
their supervision, training and inspection. The project also pro~_des 

funds to capitalize individual unite to help expand loan portfolios. 

The project viII wark through two mint.triea, the Ministry of Finence and 
tbe Ministry of BClie Afflltra, ad the provincial development banka (Bank 
Pembanguuan Daerall-BPD) to strengthen credit syatem. that bave already 
demon.trated a potential for exp&nlioD--the Bank larya Produk8i Deea 
(BXPD) and IAmbaaa Perkredit&D. ltec:aaatan (LPJC) in Vest Java, the Badan 
h'edit lCecaaatan (BB) in Central JaYa and the LumbunS P.tUb Negara (LPN) 
in Veat Sumatera. Each are owned by the local govermaent and are 
referred to in thi. paper al villase credit .yst.... 

The project rellpoDd. to a lerioua challeage faced by IDdonelia--tbe 
efficient .cbiliaation aDd ua. of dODeat1c resource. to ftnance 
.lIpl07llent opportunitiea for an expandiq, larse11 rural, Yorkforce. The 
need for DeW jobl, and for the credit requ1red to support tbe enterpr1.. 
development nece.aar" to create thea. 1. acute 1n Indonesia'a beavily 
populated rural areaa. The abaence of ialtitut1cma prClV1~lna reliable 
credit at a rea.oaable price r ...1na a .ajor conatraint on enterprise 
develo.,.ent ill rural areaa. Credit that haa reached rural are.. ba.~ been 
.ubsidized, :rod althouab .ocourasilll aaricultural production, it hal 
di.torted the real coat of capital aad reduced iD.titutio~ 

respon8ibil1tyto prelerve and increaae capital. 

The credit .yst.1 included in thi. project attellpt to proVide financial 
.ernces to 'rillag. borrower. on a lelf-sustaining baata. The 'iaancial 
In8titution. Development Project w1ll belp tbn apad by streagtbeD1na 
links to provincial develoPMnt banb which in turn will provide 
lIupervllory guidance, tedmical expertis., trainiD8 and acce.S to 
capital. In doing ao, the project will demonltrate elements of viable, 
self-financing local credit oystems which may be applicable elsewhere aDd 
provide tbe GOI with detailed procedures and-appropriate training 
atratesie. for further development of rural credit in.titutions 
throughout the couutry. 

The prOVincial syatem. .elected reflect different hi.tories and different 
degree. of organizational maturity. They are similar, however, in their 
ability to deliver credit to the villase and their potential for 
.elf-financiaa operatim.. To realize that potenUal they will need to 
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resolve issuel basic to improved fiD4DC1al performaoce which bave been 
set ~8 lub-objectives of ~he project: establishment of Itrong accounting 
and llaugement iatomaUon systeml; a strong lillie. witb the provincial 
development bank to provide training, supervision and access to credit; 
an overall pricing ~trueture reflecting true costs; expanded programs to 
mobilize rural savings; and a more (efficient system to deliver rural 
,credit. Recogn1ziD8 their differencel, tbe project will build on their 
strengths and reapond to the varicus needs of each of the provinces 
involved. Becauee of 8YsteJI variations, the project will be phased by 
province to allow each system to consolidate organizational and 
procedural ehange8 with BPD and uni t managment development before 
expanding to UDdertake new services. 

The ad of the project rill atteJIPt to haft tbe UD1t. froll all four 
.,.teaa operating a. a s.lf-suatain1na b.sis. To do thil the !PD. 'Vill 
establi.b performauce criteria aDd allow qualified units to conduct: 'a) 
further expansion to cover .ore vil1~es b.r .ettiDl up more villsge 
postll, b) .a91D11 mobilization proar__ , aDd c) a 8IIal1 industr1e. loan 
proarall. 

Project output., v1l1 iDClude four vil1ase credit .ystems operatiDg ia 
three pro91ncel. Each v1l1 have more standard loan, adminstrative and 
account1aa procedures; a smpl1fied, internally cODl1stent, and usable 
"Da8eant information sYltea; foma! aclD1dltrat:1ve and financial 
11Dk.qel with the proviDCial deve10pIHnt banks; aDd trained ben1d.llI 
Personnel both in th8 UD1t. and ill superv1.orJ and inspection position. 
within three IPD•• 

II. PROJECT RATIONAL! 

M outlined 10 the Mi••1on'l COOS, dur1l11 the oext decade Indonesia 
faces a major challe~e --- the efficient mobilization and allocation of 
dClllest1c resources to create jobs. Through the 1980'1 ludooelia will acid 
two mill:1on people to its labor force annually. Even during the high 
growth year. of the late 1970's, the ludonesian economy Val unable to 
.b8orb the groving number' of workerl cOlll1llg onto the labor market. Froa 
the latter belt of the 1970'1 through 1981. Indonelis's gross dOlieltic 
product (GDP) growth rate averased lIore than seven percent par annua 
while per capita iDCOIIle increased five percent aunually. Despite thi. 
growth, unemp10yaent and underemployment remaiued high, and per capita 
iDC01Ie--ap~rox1aately.520 per year--reuined below other ASEAN couutriell. 

Th. ap10yment situation 11 unlikely to 1JIlprove. lIighly dependent on 
oil revenue_about 70 percent of GDP-GDP declined to about two percent 
in 1982. It has rieen sharply in 1983 to between 3 and 5 percent becaus. 
of iDCr.uad food production and oil lalel, but nevertbeles., r ...:1_ 
below the baa. year. of the 70'. and 11 likely to reaa1n so ;or th. 
foreseeable future. 
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The brunt ot thil Ilower growtb 11 bOrDe 1D rural area. whicb have 83 
per CeDt.. of all lndanedan hou.ehold.. IDcrea.iagly the.e households are 
foreed to live OD proarel.ive1, .-aller farms or to leav. asr1eulture 
altosether, but thealteruative. to asriculture are conltrained by 
inadequate financial services. USAID and World Bank funded re.earcb 
.hows that Dearly 60 per cent of, rural hou.ehold income cames from 
various fomB of off-fam eIIployment, yet off-farra activities have .cant 
accels to iDlt1tutional credit•. The current recession and the resultina 
decline in public ezpend1t~s may have reduced discretionary income aDd 
lowered de-ond far goods aDd credit, but it ba. also resulted in an 
increasing DUllber of un- or underemployed rural workers forced to turn to 
self-employment for tbeir livelihood thus 1ncreains demand for cr.dit. 

The Rural Settinl: Am's experience in PDP .cProv:1ncial Dnelopmellt 
Project), evaluations auch a. DAI'. atucl, of the BlQt .ystea in central 
Java~ and other donor .tudie. sbow a ujority of rural people earn .cIt 
of the.tr incc.e trOll non-asriculture activ1Ue. such a. tradiD8. 
hanc1:1cJ'afa, !ood preparati~u aDd retaili.. AD analy.i. of these 
actiYitie. sbo..: 

1.	 The ctiY1tiea can be dOlle with a little cepital and a relattvely 
larae aJIOulit of labor. 

2.	 The add1ti01l of credit (lea. than Rp. 50,000) .pur. entrepreneurship 
ad iDCrea~. retura. pH work-day. 

3•. The actintie. procluca a profit. aDd a cuh flev trOll which credit CaD 

be repaid. 
4.	 SilICa t" bor'zoovv. an Uova ira the Y1118.8a, bor~o ....r. cm ba 

identified at atDiaua ape.e. 
5.	 Borrower. npa"loan. on tiIH 11D:a the chief 1Deentiv. for repa)'llent 

1. conf1dnce that credit 111.11 be avail.ble again, po••UJ1J in lara" 
a.ount•• 

In rural ana. the fa1ly e.aae. in dw!IiDi 11M:01Ie leneratina 
actiY1t1e. o...r t1Jlll a. diff.rat opportumtie. Mccae a"ailable. A vUe 
enaaae. in ric. plaDt1Dg an4 h&r'leltiD8 for a fev week. each year. but 
dur1q the rut of the ,ear IIbe .y Mnufacture .1mple handicraft. or 
.ell nall food of.teas. '!'be busbaDd .y fal1l a sIMll plot of land part 
tae in the wt .eClOD. work a8 a tulcaDg kayu (carpenter) part C:1m. in 
the dry ••son. and work witb his wife lIanufacturing bamboo products when 
no otber work is ayai1able. This ability to en883e in different 
activit.ie. as the m1cro-econom1c situation chaages sives basic economic 
.ecurity as the faaily cODstantly shifts labor and·capital to tha 
actiVity v:1th the Msbest return. Such sbift. w111 be enhaneed by acce•• 
to rural credit through intermediary financial institutions lupported 
under thi_ project. Without such inetitution. takiac aDd relend1na 
nrplu. fWld. ollly 11JD1ted Ilea. are a"ailable of reliably movins fund. 
frOil one faily enterpri.e to another or for guard1n& .aVins- until 
needecl. Instead, ..viDg_ v111 reaa1n in lold or crop. or leae other 
non-productive f~ of iaveltment. 
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The Need for Financial Intermediation 

The ~eed for improved financial intermediation in Indonesia is 
indicated b, the low ratio of money (M-l) to GraBs Domestic Pr.oduct (GDP) 
-- 19 per cent in Indonesia compared to 40 and S3 per cent for India and 
Malaysia respectively. Savings 8S a percentage of GDP 1s also low -- 2% 
in Indoneda coapared with S% and 6% in the Philippines and Thailand. 
YorIo Bank surveys show a savings growth rate b~tween 1974 and 1980 of 
only one-balf of GNP growth. The lack of formal savings is particularly 
apparent in the household and informal business oector. The World Bank 
estimates household income accounts for 70 percent of GOP. but formal 
housebold financial ASsets are less than )% despite a strong propenRity 
to save. Recent studies abow households in Indonesia s3ving 20 percent of 
their incaa. on average witb hou.ebolds in the upper quartile saving 8S 

1IIuch a. 40%. a level s1m1.lar to oct\er rural areas in Asia. According to a 
recent USAID-SPOU8ored evaluation. 1I0st of this savings is held in the 
form of property, gold, rice aDd other commodities. 

The lack of formalized savings baa 1118ny causes. Until recently 
negative interest rates on savings depositA hindered deposit 
Dlobilization. Perhaps most 11llportantly, formal banking institutions in 
Indonesia are highly centralized 3nd have a ltmited rural preseDC~. The 
~entral bank, Bank Indonesia, the five state banks and the Government 

.development banks control more than 90 per cent of all financial assets. 
Foreign banks and private commercial banks account for a little over 5 
per cent. All of these b8l'1k1ug institut:tons are essentially urban. 
State banks operate approximately 140 branches each, but most are in 
provincial capital. or in major populations cente~s at tbP. district 
level. Foreign cOllllercia! bank. are legally rescr1cted to Jakarta, and 
few of the 70 private national commercial banks extend branches beyond 
major cities. Most private national banks consider lending to villasers 
as risky aDd the development of a large branch network as beyond their 
institutional capabilities~ 

Until recently government credit programs r~aching the 8ub-di~~rict 

or the villase have been heavily .8ubsidi?ed with a retail COlt of about 
12% aDDually compared with 22% frOll private institutions. 'Ebe subsldi~s 

inhibited development of self-sustaining financial institutions b.1 
distorting the institution's real cost of funds and allowi~ those 
institutions to ignore the genujue potential of generating saving. 
through offering cCllpetitive ratea. The Government' 8 development goals 
of aiding economically weak borrowers, stimulating the adoption of 
agricultural inputs, and redistributing funds often have taken precedence 
over establishing institutions that require strict repayment, mobilize 
savings or generate profit. The GOI, aware of the implications of ite 
past policies, baa iDstituted changes in monetary policy. In JUDe 1983 
they lifted the credit ceilings imposed on state bamts and freed 
restrictions on interest rates allowing banks to establish rat~B 

reflective of urket demand. 
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Improved operations of credit institutions in rural areas alGo r~~ 
been hampered by lack of appropriate procedures and institutional 
support, trained perso"nnel, transportation and equipment. S~.nd3~d 
commercial practices such as aging overdue loans and ma1nta~p1ng 
reasonable reserve requirements for overdue loans are overl~oked because 
of other policy objectives, lack of trained staff, or lack of adequate 
management information systems. 

Besides lfmited fnrmal credit, fragmented informal credit systems 
operate throughout Indonesia as reflected by the high level of rural 
savings compared to savings of formal institutions. Moneylender~' credit 
1s usually tied to the distribution of products with its comparative 
advantage resting on providing not just finance but also complementary 
marketing channels. Traditional informal community credit groups include 
the ariaan aDd simpan pinj..!!!.. The snsan is a group of people, usually 
wmaen, who pool savings and then receive use of the money through a 
simple rotation by lottery. Simpan-pinjams are usually adsons that have 
taken on a lending function and require much more sophistication, 
discipline, and organization than an arisan. Land/labor-linked credit is 
another important part of the informal credit system and includes forward 
aale of crops, land rentals in advance, and land use contracts equivalent 
to • mortgage with a variable maturity. Although meeting some needs, the 
inability of these systems to be 1.ntegrated into an efficient network 
limits the transferability of resources to opportunities with the highest 
return. 

Formal Rural Credit in Indonesia 

Three formal channel. exist for credit to reach the village 1n 
Indonesia: 

1) Bank Ra!cyat Indonesia: The vast lIajol."ity of credit to villages cOIIes 
through the BRI, administered through 3500 Bank Unit Desas (village unit 
banks) operating at the sub-diatr1ct level. The BRI program operates 
about 279 differeut credit programs (KIK/ICMICP, KIB, ItTmEDES, etc.). each 
with their own terms, procedures, reporting aDd bookkeeping 
requirements. Until recently the SRI system depended on government 
subsidies through low interest (3-4%) liquidity credits from the centr41 
bank. The low rate allowed BRI to extend low interest credit -- around 
one per cent per month - to priority areas while insuring a high opread 
('the difference between the rate t"harsed to BRI by the central bank and 
the rate chargad the borrower' by BRI). This low rate, however ~ 
discouraged B1I from developing programs to mobilize savings. Recently 
the GOl announced a series of major reformo for the BRI system in part 
based on the changes !netituted on the credit systems supported uDder 
this project. Despite ~hese changes, the BRI system remains Itm1ted by a 
branch system which reachfls only about 14 percent of the rural 
population and the noed to retrain aDd revitalize many dormant brancheg. 
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2) Cooperatives: Until recently tha major credit program administered 
by the Koperas! Unit Desa (village unit cooperative) has been the Kredit 
Candak Kulak (KC[) that provides ahort-tera, three-month loans at 
interest rat8s of about 1.5 percent Der ~onth. In 1980 about 6.3 mIllion 
borrowers had outstanding loans totalling 50 billion rupiahs (US~50 
million). Default rates were high, and the system, dependent on 
budgetary transfers through the Ministry of Cooperatives, did not 
mobilize savings or charge interest ratee sufficient to cover operating 
costs, Most lCOD units are located at t.he sub-district level. They bave 
recently been assigned the reBpous1bility of administering the large 
agriculture production input program DIMAS which also has low interest 
rates and seriou8 repayment problems. 

3) Local !ankins Institutions: The formal credit channels judged 
potentially .oet effective in reaching the village level and supported by 
this project are local financial institution. operating as indpendent 
units at the .ub-district level. They are the Badan ltredi t Kecamatan 
(BlOC) in central Java, the Bank lCarya produksi Desa (BKPD) IUld Lp..mbaga 
rerkreditan Kecamatan (LPK) in West Java and the Lumbung Pit1h Nagari 
(LPN) in West Sumatera. The BIQt, LPK and LPN .are linked formally or 
informally to the Pronneial Development BanIe. (llPD' s), which are under 
the lic:me Affairs Ministry. The BlCPD i; technically attached and 
supervised now by the DR!. 

Traditionally,. the three BPDs have played a relatively small role in 
rural credit, .erving instead as a fiscal management body for provincial 
authorities. In the 1960'. a number of BPDs began providing aupervis1on, 
technical as.1stanee, training and fund11l8 to provincial credit 
programs. Thea local progr41118--BIClC, LPN, and DICPD--prolloted short-tera 
higher cos t credit. A recent evaluation shows the typical borrower il 
female using the working cspital loan to buy raw materials for 
production, or goods for resale. 8igh repayment rates of the areas 
surveyed indicated most borrowers use their loans productively to 
generate a cash flow to cover interest. charges. The higher interest 
rates, conservative lending practices and relatively good repayment rates 
enabled several units to operate profitably. 

Operatiug systems are simple. In the BlCK ."lItera, loan officers take . 
satchels of IIOney on a rcgulnr ~oUDd on village marlr.et days IUking I08DR 
and collect1ag payments. In the LPN system the unit is open at set times 
every other week. By operating at the local level th~ institution reduces 
overall transaction costs for 'small loans to the individual borrower, aDd 
this explains why borrowers have been willing to pay higher nominal 
interest rates. 

The BtCK system in Central Java now operates 491 units with 1,800 
weekly posts. Also, 103 LPN has 561 units. The systems are at various stages 
West SUII8tera the LPN has 561 units. The systell" are at vIJl'10us stages 
of development and operational efficiency, but share a number of 
characteristics to be supported ~nd strengthened undftr this project: 
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1.	 In varying degrees they lend without subsidy IUid borrowers can relY
 
on them aD U Rource of funds when they need additional capital.
 

2.	 They respond to all kinds of credit r~questB a~d recognue that
 
lending is done against the aggregate cash flow of a family.
 

3.	 Loans depend not on c::ollat~ral but on character references froll lOC'J1l 
officials. 

4.	 Since small increments to a family'. capital bring relatively high
 
returns, the first loan to a new borrower is small. If the ;,orrOller
 
repays the loan, a credH rating is established permitting loan of
 
larger amounts in the future.
 

3.	 The bookkcep1D& system is designed for the educaUon level ()f th~ 

staff and contains a limited num~r of different standard loan t~rms. 

6.	 Loan. are booked as close to the village as pos8ible to reduce
 
borrower transaction coats.
 

7.	 There i. personal contact with local govermaent officiallJ responsible 
for identifying new borrowers. The local official can inquire shout 
any overdue loans and hold down the bad debt rate. The leading 
officer can also process 1I0re 1040S in a shorter time. 

8.	 Poor individuals have access to these cr~".21t facilities. 

Expanded support under this project will allow the deepen1r~ and 
improvement of theAe four systems. Support is warranted oy indicators of 
paat financial vi~oility and thn potential for fut~e growth. Existing 
syste.. presently are unable to meet an increasiag demand for credit and 
credit unita frequently stop lending because of a lack of loanable 
funds. Potential borrowers must wait until others repay old debt before 
the inatitution eBn extend new lOaDS. Furthermore. despite gnv~rnment 

supported credit programs. m08t people do not have aeeess to reliable 
financial sel~oe8. 

C~tttral Java with its population of 25 million people, for example. is 
probably the most heavily serviced rural financial market in Indonesia. 
Three formal lce41-level credit institutions dominate cash credit in 
Central Java: the Bank Unit Desa (BUD) Yith 707 units; the Koeper.si 
Unit Desa (IWD) 91th 590 units; and the Badan Kredit Kecamatan (:BKK) with 
491	 units and 1,800 weekly village posts. Cumulatively, these partially 
serve only 2881 of the 7998 rural villages in central Java. Por even 
those relatively few villages served, limited capital prevents the 
institutions from meetina demand. Experience in West Java with its 
population of 27 million is similar. 40 percent of the 3727 rural 
"villages (nearly 10 mUlion people) are not served by aay fomal rural 
financial iustitution. The main village credit vehicles in West Java Are 
the Bank Unit De-sa (BUD). Kooperasi Unit: DeSR (KDD), Lemba~s Perkred1tan 
Kecamatan (LPK) and Bank Karya Produksi Desa (BKl'D). To date these 
institutions have only been able to touch a small fraction of potential 
custOllers. In West Sumatera a8 well the prime factors holding back 
lend1~ have been a lack credit outlete "od insufficient capital to meet 
demand. 
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This summary of sources of rural credit in Indonesia confirmed bY 
Mission experience through other projects points to strengthening local 
established credit institution. as the approach lD08t likely to bu!ld a 
self-sustaining village credit .yste. to encourage small enterprise 
de"1elopment. centrally funded credit progreJl1s d'!pend on subddies that 
discourage aaviDls mobilization and loan recovery and even where they 
operate effectively, they stop at the district level. Informal credit 
programs, while flexible, are expensive and often beyond the rea~h of tht 
rural borrower. After working with a variety of credit programs and 
extensive experience with the BKK program 1n Central Java, the Mission 
haG concluded streqthening the existing units of these local cradit 
institution8 haa the potential to R1gnificantly improve the present low 
level of financial 1nte~d1ation in the Indonesian rural sector. 

III. TECURICAL AND ORGANIZATIONAL ANAJ"YSIS 

The end of project st«tUs aDd the project's expected outputs will be 
affected by the resolution of major organizatioDal 19sneo facing the 
village systems and the provincial development banks: the relationship 
of the v:tllage credlt systf!ll to the provincial goverumant and devt'!lopaent 
bank, the relatioDRh1p of the nllage syetem and prov.nc1al dev~loI'DIeDt 

bank to the 1lIAjor financial agenciea-the Ministry of Home Affairs, Bank 
lndonesia and the ~.nistry of Finanee, and the internal organization of 
the each local credit sy.tea. At each of these organizational levels, 
questions of .upervision, credit allocation authority ad control llJust be 
resolved. 

Resolution of the•• or.ganizatioDftl 188ue. aDd operational que.tion~ 

will grow out of the project'. ability to build on existing control aDd 
supervi8ion procedure. and the current relationships between village, 
provincial and national institutions. The pace of the project in eB~h 

proviDce w:tll respond to the level of development of the respective 
Village institutions. A description of the institutions follows: 

Bad.n Kredit Jtecamatan: The provincial development bauk, the !PD, 
.- established in Centr'alJava in 1963 and now bas 602 employees and 16 
unit. operating in 29 kabupaten (See Annex D for a summary of the banks 
Qurrent financial position aDd orgaozat10nal structure). In 1972 tbe 
prOVincial goveruent of central Java began developiD8 a rural credit 
system partially following the general model established in the BIPD 
system of West Java to provide product1ve credit for off-farm :tDCome 
generating a~tivities. BKKa were established throughout the province with 
initial capital provided by the provincial government. Management of the 
BlOC syatea i. currently -'ested in the Bureau Pengawasan (the Control 
Buresu) of the BPD. A special 8ub-bureau staffed by eight people has 
prtme responsibility for BKK superv1son(see organizational structure in 
Annex D). 
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Currently 491 BKK units operate with approximately 1800 weekly poats. 
Purther poets aDd react1V1ation of dO~8Dt units are necessary. Although 
operating uDder the provincial government and tbe BPD, each BKK is 
locally administered aud fiDancially autcnOIDoua. The BPD provides . 
financial, tp.cbnical, inspection and training services which the proposed 
project Will expand. 

The finaDCial viability of the BKX, while fragile, is real. Assetla 
are used productively with most in outstanding lnans and interest rates 
have gecerated sufficent profits to allow a systam expansion. Fr~m 1972 
to 1982 borrowed capital in BKK operating units grew 19 percent 
annually. Outstanding loans, lIinus payments overdue, aDd savings have 
both grown at more thaD twice the average yearly inflation rate of 1608 
percent dnce 1972. 1l1ghprofits.have euabled equity to grow at a 55 
p~rcl!Dt compounded annual rate siDce the program began. The BlQt prograa 
has also incre3sed its rel1aDCe on internal profits as a source of 
equitr. and there is. DOV a need to refine and rationalize the accounting 
&yatea which trac:k. thoae profiteD Client saving. account for almost 
twenty pel~eDt of l!IR funds. New progr8ll8 vUl have to be designed if 
that percent,,&e is to be increased. 

Baaed 011 a-m:Uable accounting data the Quality of the loan portfol1o 
of reporting DltK' S j.8 generally good. Program capital has been ueed well 
in the mat program with lIore the 90 percent of assets held ill 
outatalld1Dg loaDS -ad an averase loall turn~r rate of 2.6 times 
annually. ExcludiQ8 loall8 more than six mOllths overdue, SD perc8llt of 
outstalldill1 loans vere deliDqueat ill Jtme 1982. This cc.paraa favorably 
with the agricultural product1on-oriellted DINAS program where more thAD 
60 percent of loan. are overdue aDd probably UIlreeoverable. ODly 14 
percent of current outstanding loaDS ill the BlOC progra. are lIore thaD SD 
month. overdue and could be considered unrecoverable. Thi. includes mora 
than ten years of loans. moat in the early years of operat!oll. Overall, 
cl1ellts m1.saed approz1mately 32 percent of PAyments due, but ma~ 

delinquent borrowers frequently lIade a balloon payment at the end of the 
loan. The BII's con8olida~cd balance sheet and income statement 10 
presented ill Annex D. 

The current BIK claa8ificat1oll systea~ described in Annex C shows 57 
ull1ta (12% of total u:lit8 ) as Class One, 91 uaita(19%) aa Class Two, 128 
uuts (26%) as Class Three, 68 units (14% as Clu. Four. aDd 143 
units(295) as Clus Five. M1my of the Clas8 Five units have not operated 
for some t1lle or ollly at modest levels. Recent evalutions ahow that the 
program haa a poaitive impact OD clients both for family 1ncaae and 
alleviating underemployment. 

The BKX nominal interest rate structure of 2 to 4.8 percent per month 
i8 effectively much higher since intereBt i8 charged 011 the original loan 
amount rather thall on a decliD10g balance. Annex D compares the monthly 
llom1ual and effective illterest rates for the six different types of loan. 
under this project. The BKK rates are greater than the iDflatioll rate 
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and, given high repayment rates, promote growth of the loan portfolio in 
real terms. The moot popular loans, those with a weekly and monthly 
repayment period, have effective monthly interest rates of 6.9 percent 
and 5.3 percent respectively. These rates, while high, are required to 
cover costs, and evaluations indicate the returns are sufficient to cover 
borrDwer costs and produce profit margins. Despite the effectiveness of 
BKK, its growth has been hindered by a lack of capital, technical and 
administrative capacity, and transportation. 

Lembaga Perkreditan Kecamatan and Bank KarIa produksi Desa-West Java: 
Established in 1961 the BPD in West Java now has 19 branches and 602 
employees. The bank's financial statements are outlined in Annex D. The 
LPK developed in the western part of West Java where there were no 
village banking services. The system haa an est1llated $700,000 worth of 
loans outstanding but this figure i8 unaudited. The LPlt structure gives 
limited authority to the BPD and a great amount to the kabupaten 
government. For example, under current regulations the kabupaten 
government owns individual units; the BPD gets inspection reports 
indirectly through the provincial Government aDd remains divorced from 
policy initiatives and any major ttaining efforts. Most importantly the 
inspection function is performed by the Inspector Mud.. an official 
appointed and supervised by the kabupaten govetTmlent. In addition, 
parallel BPD inspection authority is understaffed while Inspector Muda 
authority is broad but uDdertrained and linked to the kabupaten whose 
interests, understandably, are political a8 well as financial. 

The mtPD "yste. vaG one of tbe first rural banking inst1tutiODs in 
the country. Of the total 225 Bla'Ds on paper, approximately 200 are t.n 
operation. In 1972 the GOI. fearful of a too-rapid expansion of rural 
banks stopped the establiahement of new BKPDs, and in 1972 supervison was 
transferred to the BRl where it remain". Despite an unaudited lending 
portfolio of approximately $2.6 million, the BlPD's have not grown and 
lending viability remains more a function of individual units. 

This project will shift supervisory aDd inspection responsibility 
over the LPICs to the BPD and away from t.he kabupaten government. In the 
BKPD system operational authority will shift away from the BRI to the 
BPD. Provincial and BPD officials hav~ stated their intent to designate 
full tme pengaw5"ts located at BPD kebupaten offices to supervise LPK and 
BKPD credit activ1t1ellJ. The BPD in Bandung will recruit and train new 
staff to perform inspections as described in this section in project 
outputs. It wUl also mean that the Baden Pembina, an essentially 
ind~pendent coordinating body in the provincial organizational struct~re 

concerned with general questions of credit will not be involved in daily 
ope~atioD81 or management responsibility of the project. It will also 
mean that the BPD will streDgthen its staff. In comparison to the eight 
people (five full time and three inspectors) in West Java, for example, 
the BPD in Central Java ntH¥' only has thl'ee people. The naber will be 
increased and a special LPK/BKPD section be created within the BPD. 
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Lumbung P1t1h Negar1-TJest Sumatra: The BPD-West SU!lIatera was established 
in 1962. The bank has 12 branches covering the province' B eight 

,kabupatens. An organization chart aDd basic financial statements are 
presented in ihnnex D. In 1982 the ISPD h8'J 343 employees aDd a credit 
volume of Rp. 26,110,569.000. assets of Rp. 36,141,021.000 and earDing8 
of Rp. 1,646,941,000. 

The Lumbung Pi tih Negari (LPN), monitored by the BPD, is a cOIIIIIlunity 
based, non-government controlled, credit system based on the Negari 
organization indigenou~ to West Sumatera. It has been 1n existence Bince 
the early part of the century as a. special, clan-based, administrative 
organization covering approximately eight villages each. There are 562 
LPNs throughout West Sumatera with 257 having a functioning lending 
operation; 89 receiving additional capital from the »PD. Forty-one UNI 
are classed as viable unde~ the BPD's generous clasoification standards, 
180 are considered as poor performing and date is unavailable from 81 
otbers. A consolidated balance sheet in Annex D shows a loan portfolio of 
1.2m Rp.(or ust 1.2 m111ion) funded largely by involuntary savings and 
retained ellrn1D8~o The lending program bas simple administrative 
procedures though figures of loan portfolio turnover ar.e difficult to 
obtain. Each In has 4 board of directors. usually of five members, 
elected every four years. Da1ly operations are run by three staff working 
part time. usually ~~t not always consisting of a heed, a tre~8urer end 
secretary. Units are open for business on awrage once every two weeks. 
end becauRe there i8 no villege post system, full market coverage in the 
LPN is limited. There is a small fee to join the LPN, and membership 
varies between 180-400 persons per Negari. . 

Loan ceiliug. are set by the respective boards with the QJIIOuot 
depending on past loan pP.rformAnce cd length of Negeri msership_ KOm!y 
1.B usually lent for a six montbs at 10 % p.a. This, together with 
aandatory savings of 10% of the loan, gives an effective lending rate of 
approximately 40X on au annual basis. Loans either require collateral or 
are small unco11ateral1~ed trading credits and are processed by the 
lIeager who obcaina lurah (Village chief) approval. If the borrower is 10 
days past due. be ia fined at a rate of .02 percent for each late day 
after that 10 day. period. Bad debt is min1.mal. 

Ad1i11nJ.strat1ve coati are low; office space 10 shared with the Nagar! 
office, and staff are paid 20 % of the LPN' 8 annual net income. No 
interest is paid on ..vings; instead. de~ositorB divide 45% of yearly 
profits. Baaic figure. representing a compilation of individual LPNs 
preparod by the BPD are available but lack important informational 
requirements 8uch •• &gins of overdues, unit profitability. and complete 
cost estimates. 
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IV. PROJECT GOAL, PURPOSE AND END OF PROJECT ST~ 

The goal of the Financial Institutions Development Project il to 
encourage entel~rise development. increase productivity and ganerate 
employment opportunities in rural area.. The p,~pose is t~ 1) ~uppart 
the development of existing rural r.redlt inBtitut10ns that provide 
financial intermediation for village residente at reasonable c09t~ Z) 
produce loan portfolio8 of employment generating activities. primsl1ly 
off-fam aDd 3) promote savings mobilhation. The end of proj~ct status 
is the development of four self-sustaining. locally-oriented, financial 
By.tos that mobilize savings and extend credit. The specific 
institutions targeted for assi8tance are: 

Institution . ]fOe of Units Province 

Badan Kradit lCec8Jlllltan 
Bank Itarya Prcdu1ts1. Den 
Lembaga Perkreditan lCecam
Lumbung Fitth Negar! 

atan 

491 
217 
103 
561 

central Jal1a 
West Java 
West Ja'i18 
Weet SlIDatera 

The project ls a fint step toward an 1IIlproved rural banking system 
and provides an expanded model for the GOI aDd ultimately for the private 
lJeetor. Each lI78tf:tl bas reached e certdn level of uospent effic:l.ency 
and has different needs, but each haa a tradition of IBrving custalers in 
the village to reduce transaction costs, .an establillhed custOller baee. an 
interest rate structure offering the possibility of financial viability. 
ad • record of policy fluibil:f. ty. Theae ~n.titut1ODs will be lIore 
deeply integrated into the ez18ting provincial bankiq network of the 
:BI.mk Pe3Ibangunan Daerah (BPI» and increasingly fund their loan portfolio 
by using surplus. market-priced. BPD funda and locally-generated savings. 
Their portfolios also should mature to include small-1nduatry credits as 
well as trader credits. 

Achievins the goal and purpose will require the development of an 
internally consistent .ystea of accounting and operations, appropriate 
training program8. and professional staff development at the BPD for 
8upervisory control for ea~h prOVince. Inputs and .tmplementation 
schedules utll be set to the appropriate level for each system to fit 
their individual stag~ of development. Units will receive additinnal 
training capital and be monitored by f1D6nc1al criteria and higher level 
auditc:.rR. 

While the end of proj_et status will be to create a self-sustaining and 
expandable aylltea for mobilizina and delivering credit in three specific 
provinces. the lessons learned from this project should be applicable to 
the government's efforts in extending the village credit to other 
provincQs 8. well. To achieve the end of project statue first req\ures • 
description of the inputs AID and the Gal will finance. 
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The co~solidated project budget 1s 8S follows:
 

Local Currency/Foreign P~chauge Budget ($OOO's}
 
A I D G 0 I TOTAL 

LC PX LC PI 
Technical Assistance 1,210 4,290 5,500 
Trainiug 7,360 90 3,000 10,450 
COIlIDIodtt1es and 

Equipment 
Capital 

500 
3,000 

250 2,7SO 
3,500 

3,500 
6,500 

Contingency 900 900 1,800 

-Total 12,970 5,530 9,250 - 2r';750 

v. PROJECT INPUTS: 

A) Training Suppor..!.: Approx1llAtely 5,300 employees rill be trained or 
retrained during the life of the project in order to create .and :llainta:1n 
• system of ~fficient but widely dbpersed financial units. Each 1\1'D 
will develop its in-house training capability to pro'vide a continuing 
training program that provides all operating per8on~el in the project 
with perioclic training up-dated regularly. AID funds will be used to 
support this significant and long-term training effort. The GOl w111 
sake funding contributions for the development of training cent.erD at the 
IPDs and tovard personnel trainiug costa. Specific training programs for 
new petugas, experienced petugas, pengavaa, camatli, kepala un1.ta, and 
lurahs viII be developed aDd will iuclude fomu cassroOil study, 
iDional atudy, comparative study, and apprentice progras. The AID 
portion of the training budget will also sponsor one trip to the 
Philippines, Taiwan ad Korea to observe cOIllparable rural credit progro!lla 
with applicability to the Indonesian prograll. Approximately 30 peepl!! 
will go over the life of project, the majority coming from the 
participating BPDs. The team will spend approximately three weaka 
visiting programs in theae countries observing program. and evaluating 
which element. might have applicability to Indonesia. The project viII 
alao fund yearly workshops covering various operational issues of 
interest to lIanager& of small scale rural financial sy.tems. Such a 
workshop would include presentations of papers, group discussions, aDd 
field visits related to a predetermined subject or thelle. Part:f.ciparJts 
vould include Ministries of Home Affairs and Finance, BAPPENAS, Bank 
Indonesia, BPD., and operational personnel fro~ BKKs, LPDs, BKP.Ds and 
LPNs. These workshop. viII be held at the BPDs in Central Java, west 
Java, and West Smaatra on a revolviug schedule 

An estimated budget for training followe: 
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Province Humber of Trainees Est:1mated Cost_..... - -
West Java 9190 $2,470,213 
Central Java 9365 3,407,600 
West Sumatera 5134 2,585,012 

B) Technic:al Ass1stanee: 

1. Technical assistance (TA) under this project will work closely with 
the respective prov1~cial development banks to help develop thei~ 
management, supervisory aaa inspection capability. TA will provide 
resident aDd short-term specialists to work with the provincial banks to 
create and improve manageDlent information systeJU (MIS;. savings 
progr.... account1.nl systema, ad CurriculUil design to support a lazae 
training effort. 

The in! tia! tasks of the BPDs 'orkina with technical assistaDce will be 
to review accounting procedures in us., consolidate the f1nancial 
position of the sub-systems assisted, classify psrticipnting units and 
conduct an initial aSlessment of computer requirements to support HIS 
development. Later, the BPDs V1th TA will develop the capacity of 
individual units and the BP» to monitor larger types of loans. 'l'be bulk 
of technical assistanee 'will be provided through a competitively-bid AID 
direct institutional contract with a fira experienced in rural credit and 
accounting. The contract will finance resident technical advilorR in each 
proviuc. for four ,ear8 and have forty-person JIOnths of special 
ahort-t~ a.sistance with an opt1oa to extend. Technical a..i.tanee 
will have the following ele-enta: 

a) le.ident advi8or. will re.ide in We.t Sumatera, central Java 
and We.t Jav. tor four yearl. Itnovledge of the Indonesian language 
and the Indonestan financial system will be an important eriterla in 
contractor leleetion. The ••nlor team mellber will spend 
approximatel, a third to a half of his time in Jakarta anG in 
proviDees other than the three mun project areas. 

b) 40 person-monthe of abort-term specialiled a.sistance. It i. 
anticipated this component v11l be ueed initially for curriculua 
development and training program design. Specialized assistanee 
11k,..!y will abo be required to ••aist the BP»s io: 

i) manage.ent information system develo~4eot. 
11) des1¢ng saVings lIobll1zation progrllll•• 

iii) accounting .ystea redesign and lIodification where warranted. 
1v) de.igning financial ioatr.umeots to streagthening BPD 

linkages to Jakarta-based fioaneial institutions. 
v) a computer need•••••ssment of the IFD. and the BPD office. 

vi) working on ahort-term specialized financial ilsues requested 
by the GOl. 
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2. An Indonesian firm viII conduct the borrower viability portion of
 
evaluations under & subc~Qtract with the main firm and for a ecct
 
currently estiaated at approximately US$100,000. Design assistance
 
f or the methodology and queatioDd.res uBed w.U1 be provided by the
 
institutional firm, the government, and the USAID Mission's
 
evaluation officer.
 

3. Approximately $250,000 or two-person yura, egsum1ug an 
institutional contract with overhead costs, will be set aoide for 
opecialized technical assistance needed by the GOl end not available 
from either the institutional or the local evaluation subcontractor 
but identified as neceusary by the BPDs and Jakarta-based 
counterparts during project implementation. Some areas where 
assistance may be required are: 

a) policy, legal end regulatory questions related to project 
1mplf!1llentation. 

b) pre-feasibility and feasibility studies for project 
expansion into other provinces or 8ssistance to other credit systSlls. 

c) managerial questions related to overall BPD operations. 

Schedul1nl: The scheduling of technieal assistance dur:J.ll8 the 
projeet is estimated as follows: 

Time Period	 Activity 

°- 9th Month	 Selection of technical assistance. 
9th - 57th Month	 Three long-term advisors resident in 

each BPD f or four years supported by 
short term technical advisors. 

57th - 34th Month One long-term advisor supported by 
short-term advisors. 

o - 84th Month Local firm conducts survey of borrower 
impact. . 

o - 84th Month	 Other technical assistance f~r specific 
research as identified. Approximately 
24 pe~8on months or $250,000 based on 
stmilar cost experience. 

~. Commodities: Approximately $~OO~OOO worth of project commodities 
(S"-50',00Q AI)} and $2,75.Q,0.0.0. G0I) are estimated to be needed during the 
life of the project. USAID'3 contribution will include vehicles, 
limited office equipment. and computer equip7.llent. The GOI's 
contribution .111 consist of office equipment required to 
reestabliah units and conduct larger training programs. 

1. Vehicles: Approximately 46 four-wheel drive vehicles are 
required for regional superVisors/auditors based at dbtrict-level 
BPD branches. Pive 12 passenger vans are required for resident 
technical advisors and for training. The four-wheel drive vehicles 
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7111 be used to transport superv1sora/auditurs from kabupaten branch 
offices to kecaaataD units aDd village posts and thus allow a 
greater number of ~~sits. DP.D's will fund purchases of motorcycles 
for unit lean officers to establish village posts. This tdll be 
based on procedures to be established in each province. (In Central 
Java, for exallple, the »PD haa established a fund for this out of 
the fee structure to b~ established for services provided by the BPD 
to the Village systems). The 12-passeoger vans at the BPD main 
office will be for lIoDitoricg .and training. One jeep and one van 
will be based in Jakarta for use by visiting advisors, the BANGD! 
Credit T.eam, and for t.rainees that may come to Jakarta. Vehicles 
viII be locally assembled, four-wheel drive American Motors CJ-7 
jeeps; the five 12-passenger vans wUI be Code 935 diesel vans. 
Pro..:urement will be direct, competitive aDd pha3ed all required oftr 
24 lIonths. The eottmAted distribution of vehicles is aa follows: 

VERI CLE PROCUREMENT PLAN 

Procurement Phas1.EJ. 
Vehicle Province Year 1 Y~ar 2 

-.-... ----
Jeep Central Java 12 

West Java ·5 Jj 

West Sumatera 2 11 
Juarta 1 
Total 20 26 

E.t1l1uted east US$170,OOO US$260,OOO 
." 

Procurement PhasiBS 
Vehicle Prol1in~e Y'!!5r 1 Year 2 

Van Central Java 2 
West Java 2 
Welt SUIIlatera 
Jakarta 1 
Total 5 

Estimated Cost ust45,OOO 

Total Estimated Vehicle Cost US$475,000 

2. Equipment: Limited f;!quipment for local uDitlil iuclud1ng 
typewriters, calculators and fireproof safes required by each un1..t 
will be purcbued by the GOI and phased per the lmpl91entat1on 
achedule and expansion plan of eacb individual provicce. Items 
purchased annually will depend on the ·number of units that the GO! 
reactivates and phaees into the project. 
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3. Compute1" Equipment: Equipment purchased to support a iUl!Uage'Jl8ut 
infomat1on system \fill cOl1sider overall BPD needs and be pb.aoed. For 
example, BPD/Central Java has already acquired a m1crocOllputer ad modest 
peripherals. FID would increase Central Java's capabilities by adding 
additional storage capacity, more term1nel~, aDd extra printers. 
Technical ussistance will help the BPD in West Ja\~ dnd West Sumatera to 
design a system cOIlpatable with their needs and where possibl>! compatible 
with those used in other provinces. An assessment of information needs 
.n~ computer capabilit1~s will be done at the beginning of the project. 

4. Miacellaneous: L1ta1tN Am-'f1nanced miscellaneous equipment 
inc1udin.& training equipment (overhYd projectorII , graphic displays J and 
printed material..) wUl be detel'llined by each BPD as they begin a 
training program aDd identify equ1pa1ent needs. 

D. Funds for Syote. Capitalizatio!: System expansion will depend on 
financial performance and developing manageJllent capacity at the B1'D and 
unit level. Capitalization flows viII be baaed on current m.ustry of: 
Finance procedures which now cupport the expansion of good but savings 
deficient un1ts aDd the reactiv1ation of marginally preforming ones. 
Funda for capitalization and expansion will be condi.tional on units' 
Qe~ting performance criteria established by the GOI. Once crite~1n are 
established, disbursement procedures will be largely automatic and depend 
on a particular unit'. past level of perfomauce. Beyond a certain 
level, additional loan expansion is expected to cOIle from savings, the 
individual uD1t'~ equity accounts le8s a re.erve for potential 108ses, 
and normal int.erbank facilities at competitive rates. Unit capitalization 
requests will be funded from MInistry of finance's edtablished lines to 
the provinces which are DOW .s follows: 

_\) Central Java Rp. 3,000.000,000 line ~stabli.hed; 1,500,000 u~ed. 

B) West Sumatera Rp. 1.SOO.000,OOO line established; Rp.500,OOO.OOO 
used. 

C) West Javs: Rp.l,OOO,OOO,OOO(line to be established). 

Drawdowu of funds v1l1 be metched ~ AID frow the capital line item of 
the project budget. The funds loaned by the Minilltry of Finance to 
provincellwUl be per exiBtiq GOl terms-interest free, a four-yeu 
grace period and a twenty-year payback period. The fund is a sper.ial 
item under the aegis of the Ministry of Finance and is not under DUP/DIP 
funding. AID will make capital available to each province after CPs are 
met, a pre1tminMry accounting" and unit review 18 completed and a unit 
clae8ificat1on system i8 established in West Java and West Sumatera. 

E. ContingeDCJ(: The project budgets approximately $l,800~OOO 

contingency. Thill will likely be used for arldit10nal capitalization 
requirements if the expected rate of unit growth is exceeded and for m 
l:l::11ted number of additional vehicles and training equipment. The annual 
financial review will identify requ1remente fra. the contingency account. 
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VI. PROJECT OUTPUTS: ---.....~----~,;;,:,;::;,; 

The following project outputs will receive attention, primarily 
through techDical assistance aDd training, to achieve the end of project 
atatus: 

A) Self-Sustain1pa BPD Tra1ning Ca'p!bi11ty! A seli-sustaining training 
capability in the three BPDs of West Java, West. SlDatera llnd Central Java 
1. perhaps the most essential element to institutionalize procedur~8 and 
policies supported under this project. Specific level. of jo~ performance 
will be required from the approzimately 5,300 rural credit e~ployeeB to 
be either retraiDed or recruited if the project is to expand lending 
wh1.le at the sae tme 1111pronng loan quality. Many unit personnel 
require further skills developaent in loa?1 appraisal, loan processing and 
bookkeeping and need acces. to reIevent iD8tl~ctioual material or 
regularly echeduled tra1n1ug course•• This will become especially 
important 48 the more sophisticated units begin developing small industry 
loans and dealing With larger borrowers. lID will help the BPDs develop 
• traiuing capadty in West Java, Central Java, and West SUlUtera to 
develop annual training plans and courses based on established job 
descriptions, performanee requirements, assessment of current needs and 
requirements for new lervices such as apecfslized lending for small 
industry. The coursesw1ll iDelude such tbiogs as simulation, case 
atudies aDd, where 8Ppropnate, apprentice.hip opportunities. 

Tralaina will be bae9ed on ..teriu, methodology aDd experience that the 
re.pective IPD. have found effectiYe to date but Will be refined to 
account for variations of each particular province. Both the contant of 
training curricula ad 8cheduling of UD1 t and BPD personDel will be 
developed jointly by the BPD and technical advisors early in the project. 

:8) IJIlpraved Aud:1ttDSI Inspection and Supervision: The project will 
otrenathen supervision aDd aud1t1og by assisting the !PD. to address the 
personnel and reorgan1zation requirement. related to major GZpansion of 
lendiag aDd Sanll8.. Asu.tanc. will include increa.ed training for area 
luperv1sora ~ auditor., inc~.8ed mobility with sdditional vehicles. 
aDd 1aproved ace••• to relevant f1Dancial infomation. The s~erv18or. 

work1Ds out of the BPD kabupaten office, wil:l act aa a aotivator of 
8ub-district unit perDonnel and will develop monitoring and inspection 
sk:U18 in order that timely 1I4nape:nt decisions may be taken .. The a:rea 
auditor, at a BPD office covering several districts, will be trained to 
audit and analyze the financial condition of individual unit••. The 
province w1l1 designate a group of supervisors and auditor. as full-t1JM 
BPD eaploy••• 

Bach of the BPDa will undergo limited or moderate expansion of 
inspection staff to enable inspectors to visit each unit of the 
part1cipatiDg sy.teu at leaBt IDODthly and to be knowledgeable in nev 
project initiative. such as 8Ilall industry lending and savings 
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pr01lot:1on. Based on HIS and accounting cMngeslJdapted during the f.1rst 
phase of implementation. iaapection r~portiDl formats will be reviced 
where necessary to capture essential data on performance aDd 
profitability. OVer the life of the project. an auditing reporting 8,st«m 
Will also be combined with the overall MIS requirements And may include 
unannounced audits. A first t.ask in project Implementatio~ will be to 
.ssen8 current inspection procedures and formats and staffing levels. 

C) Pormal Efficient System of Savings: Despite re:ent T.efO~8 in the 
banking sector, saVings mobilization in Indonesia lags behind most other 
Asian countries. Lov interest rates, vis-a-vis th~ inflation. acd the 
safety of cU8taaer'a deposits prevent the mobilization of 8ufficent 
savinas to fiunce loan deaand. In these village systems. only 21% of the 
loans in central Java ad SOZ of the loans in west Sumatora, for ax_pIe. 
are sourced by saviDgs. '!'be BltPD•• bank under banJdng lev. can and does 
accept voluntary sanuss. West Suaatera pays no set rate on savings 
vhile Central Java requires borrowers to open a savings account aad -..will 
soon be test1ng a voluntary savings progrsm on a p:U..,t basis. Requ1r~ 

Ravings for loans are taken aDd provlde collat~al, but the potential for 
voluntary savings as ~ source of funds for lending remains to be tested. 
Each of the systems plans to expand the empha~iB on ~aving8 mobilization 
significantly by raly1ng on the ~ll33e post syst~. Bxpansion of 
SAvings will require a ~umb.r of steps: 

1. A Str0pjer Emphasis On Voluntart..§!..'1.!!I!.: Dur.i.ag the 11fe of 
proje~t. ~atory savings requirements may be pha~ed out as syatews 
becOlle capable of aobillzing voluntary saviD8s. Approaches to phaai~ 

out forced S&v.tngo, i.e. by borrower, by unit or by sjstem, vill be. 
exaatDed during pNject :lapleaentation. The long-term goal wUl be that 
s.viogo in each system should be returned on reqnest to aar saver who 
does not have an outstanding overdue loan but implementation will be 
phased to the development of a p8rti~ul.r unit. Within funding and loan 
security requirements, mandatory savings should play less of a role as 
v~lunta~ savings increase. 

2. Interest Rates Sufficient to Attract SaviUlla: Current interest 
rates where offered by Village lending instItutionS-are ~Dattract1ve when 
set against the inflation rate or savings rates at competing 
institutions. But pot:!nt:1al j'!'lpact of increa8ed .:!nterest rates to 
mobilized savings is best illustrated in the c~rcial ~anking 8ecto~ 

wber~ a recent increase in int~rest offered regulted iu a significant 
increase in formal saviqs. The project will focun early ot:. determining 
a rat~ in each system which encourages ind1v1du.lo to save. Currently, 
for.exampl., central Java is considering e.t.4bl1sh1~ a rate of ISZ p.a. 
As part of the financial review. the ratA vill be revie.~d annually for 
its impact on financial viability, its effect in attracting voluntary 
sav1D88, and the ability of savings to finance planned village-post 
expansion. The evaluation will aloo review the effectiveness of 8av.1t11S 
programs initiated to date. 
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3. Allow Posts to Accept Savings froll both Borrowers and 
Boa-Borrowers: In the four systems to receive assistance under thia 
project only borrowers are nov permitted to .ave. This restricts the 
ability of each system to aelf-finaDCe it. lending portfolio since all 
potential savers are not necessarily borrowers. Furthe~ore. curr~nt 
MiDistry of F1DaDCe aDd Bank Indonesia instructions prevent non-bank 
f~nanc1a1 i118titutiOD. froa taking .annaa deposits. The Government 1s 
well aware of the importance of this. aDd • requtist nov 1s in process 
froll the Ministry of 'BOIDe Affairs via the Ministry of Finance to the Bank 
Indonesia which would allow th~ Central Java systam (BKX) to sccept 
saving.. Similar authorization would be given eventually to the two other 
non-bank financial sy.tem. in Welt Java and West Sumaura. The pace of 
i.ple.enting a voluntary .avias- proarall will depend on the institutional 
development of each of the .y.t.... both in ter.se of individual unit 
performance ad overall .ystem .onitoring aDd supervidoll. It i8 
envisioned that voluntary saving. viII only be allowed by the provine!al 
government for units operatiag as Class I and perhaps Class ~I ~~th class 
r.atings baaerl on established performance criteria. n~!s should hel~ 

ensure the ..fety of voluntary savings. 

4. Kechan1811s to Safeguard SavtDfi's Depo8£s: D'..:.::'ing the life of 
project. each l'A:'ov~.DJ:e plea to ii1sCitut~ IHchlln1.UIlc to aaf~guarci aaringe 
deposita. As an i~~ial Dtep. the prov!n=ial governm~nt of Central Java 
is consideriDa establiahing proc:edures w~ereby the cullapse of arry 
individual unit could be offset by funds ?ro~.ded by ~rovinc1al and 
Kin1atry of Finance project fuDd~. Such procedures will be established 
early in the project aDd be Itnked closely with the financial perfo~ane. 

of the system a. a whole. 

s. Specialized PrOgrU18 aDd Campaiea to Pr01llote :iannsa GeDP.radO'Il: 
The aboVe 8teps .hould eD8\%e an ennroDJlleut ccnduc1ve to savings 
generation. Subsequentl1. the BPDs plan to initiate a seriel of proora~8 

and .snng. 1nstruaents to promOte 8a~1ugs which caD De phased into 
liitronger performing units. The proga:ams may ~ll include a series of 
bavings promotion efforts u8ing a combination of small 3ifts. 
non'''1legotiable certificates, and public .eetiags. Initiation of theae 
efforts will be done in conjunction with phaGing ~n of the tra1D1ng 
prograa described earlier. Technical ass!st~nce ~~ll help the BPD. 
de.1gn specific progr.s end sanDSa !nstIUlents. 

D) A Self-SustainiD8 Pricing Strueture: A ae1f-8uotaini~ int.ereat rata 
structure is a .oat critical element for project 7iab1lity. Interest 
rates must coasider contrary factora: they .ust encourage naving8 
IIObilization, offer the borrover a profi t froa' his investment. and retur: n 
anough interest to cov~r institutional costs, loan 10s&es, inflation. and 
expansion. Th1. project will support the ex1st.1cg pricing structure nov 
used by the UD. and supported by the findings of a reeent evaluation of 
village credit 8yst~8 in Central J~a that: the difference betw~en the 
foxaal rates for institutional credit and the real returns to borrowers 
fro. available inveatment opportuait1es allows formal credit rate. to be 
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high without reducing either borrower profitability or loan demand. Tl~ 

interest rate 8tructure now in place is ,'18 follows: 

Type of Punds BIOt J.ilCPD LH~ 

Iuterest Paid by BPD for funds 
(:1.) 01(1)frOll MOF 0: (%. 0% 

Intere8t Paid by Units 
Initial BPD Funda 12% 12:(1) 12%(1) 'l~ 

Interest. Charged by Units 
for Loan. to Borrowers 45% 36-48% 36-48% 20% 

(1) to be establi6hed when Ministry ~f ,inance linp. established 

While the iuterea~ rate str.u~tUI'e DOW uGed 0)' t!:;e ~PDs ~fferJ thE' 
proapect of financial V1aDility~ r*visioDS aay ~e w9rr~nted during the 
life of the proj~ct. The project. includes a yearl, ficRncial evaluation 
beginn:1og in the project 1 0 second year w Tht! evaluation wUl aese~s the 
performance 0: ea::h province, i01Corporating r.eal exT-Imees t ~uch DB 

administration "1Dd loan losses aDd will present its finci1ngs to the 
Hin.latry of PiD8:a~c: and other !o1emberG of the natioDt'.2 rural .:red:l!: 
coma1ttee W1th s~cif1c recomae~dat1on~ for 4djustment of project 
elellcnts. 

!lorrowing rates vh11e high are lea,. tMn the rate. of iu.i:omal l40Df!1 

lenders, the only real alternative for the majority of borrowar.a. ~!riu~ 

the first ph.ae of the project r each of the provinces will need to 
consider ••tabliabing procedure~ and ~ate. for borroWings fro. regular 
BPD facilities when and 1f th~!r financial performnnee 60 war~ants. 

Central Java is currently consideriu3 establ1shing a rate of Bround 2Jl. 
Aftar individual units reach class :I status per performanc~ cri~eria, 

they should have sufficient equity f~r lending expansi~n ~nd pay a mor~ 

ctJIlpetitive price for funda. 

!) ~trengthened 0eerational aDd Account~.Proc~dur~8 for Each System: 
Each of the .ystems participating in thic pr~jec~ faces unique problems 
in 1ts accounting procedures and in their app11cat10u to a graater number 
of village posts. SOlIe, such C18 Ceiltral Jav~., have a relatively strong 
aysta: others, 8uch a8 West Sumatera, face th(! pro:'lem or reaehiDg a~ 

accounting for relatively re.mote villages. AccountiQ3 and operational 
procedurea in each system viII be reviewed at the beginniDg of the 
proj~t to aske them more applicable. 

During the project each province plans t~ revise sdlected accounting 
procedures aDd supporting opera~ional manual. to allow for a significacc 
expandoD in lending and HV!DB'. CeDtral Java, for axample, has a 
relatively CClipreheuive .,..t=, but further adherence by units 1n .1 ts 
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syste- is nee~ed. Specific training progr... and technical a••1stanee 
rill address this sbortfall. Sy.teas in West Java aDd West Sumatera. on 
the other hand. have not bad a systematic review of accounting 
procedure•• aDd an analyais of the cOD8equences of applyina the current 
syBtea to • significantly greater volume of lend1U8 will b~ dODe e~rly in 
the project. In addit10n. DODe of the systems have defined 9ub-capital 
accounts. specifically reserve accounts for loan lossee to better IIp.aaure 
prof1tability aDd the degree of .yetea expansion. As each of the syeteas 
grow. the... elements w111 be important. 

Over the seven year life of the project, the BPD aDd consultant will 
build OD ex1.tiq procedure. to desip. 1JIplaent and refJ.ne a more 
effective accounting system in each proviDee together with aupporttDg 
operations aaouala. Loan procc.s1Dl p~edure. ~41l build on established 
pJ:'act1ces-.uch a. aa1ntain1q loaD autbority in the unit at the 
kec_tan level and quick loan approval tt.s-wh1ch have helped the 
syst.. to grow. 

As BPDs .eke proc.edural and doeumentation ren.1ou. they tllil 
address the issue of unagins surplue fUDela e1 tiler frOll the acc1Dulat!lln 
of saviDg8 or frena increased equity. This IIOney is nov often kept in the 
district office 8afe or placed in central office account of tbe BP» 
earning m1n1.ul interest. Additionally. scue units in Central Java and 
West Sumatera have built up a r~l.tively lsrge equity position but bave 
not been able to apply that to leDding opportunities 1n their areas. To 
1IU1a1ze the use of thue lIOn1es BPD and technical assist.aDCe will rlell1gn 
procedures that allow surplus unite to place .000ey with the provincial 
BPD office for set periods and at competitive rate•• The BlO, for 
example. could e.tablish aarket-priced credit lin.. to uDit. with 
insufficiant fund. but whera performance to date warrant. lending 
expansion. The project ..y alao astabli.h special secondary line. to 
tide over unite during periods of heavy withdrawal when .avera will want 
i1CCeS8 to voluntary NvingB. Both func tione will be the core of the 
fi~~ncial intermediation under tb11 project. 

Acl<iltioually. the BPD. will address oper.ational questioDs such a. 
setting limits for cash on h_nd. All of the.e issues are related to 
development of • properly priced interest rate structure which can 10aure 
the aazimua utilization of esi8tins resource. without stifling savinas 
accumulat10n aDd of an a88et/caah _anagement capability in the BPD wbich 
allows the .oat effective use of re.ources. 

Dur1q the course of project implementation. the BPDs v111 dedsn ADd 
phase in a) procedures to estimate aore accur.taly the reco~1 of 
outstanding loan8; b) IDCorporate those estimates inte the earniaga 
statement; and c) reserve for potential loan los... in the capital 
accounts. Technical assistance will 8os1st the BfDs to establiah 
simplified procedurell to measure loan recovery where nona exi.t. The 
prop08ed project also will help .tn1~ze loan ovarduee by be1piDS to: 
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1) establish reaerve accounts in the capital account of individual 
un1ts4 

2) establish reserve and write-off policies based on actual 
perf OJ:1lllDCe. 

3) caas1der methods to track overdue loan8 such aa lpecial oftrdue 
Bublidiary loan ledgers at each uD1t outlet. 

4) set up audit and inspection. triggered by the Dverdue poaition of 
an outlet. 

S) set up credit policiea baaed on the unit clasaification system to 
prevent lending expan.ion when outstanding overdues are abovQ .cceptable 
nol'lls. 

F) ManaSeDent Infomation Slst_ (MIS): Each syat_ requires a 
aanagelleDt information Iy.tell tailored to the abilities and neMs of the 
umtl and the BPD 1I__, __nt staff. Current lIaDaSell8nt information wtthil1 
the participatiDl ayatells varies by proviDee but, in general, does not 
now provide sufficient data to aui.t the BPDs in supervi.ion of a lIajor 
expauiOD of lendiag. Under this project the ezi.tiDi unageaaDt 
infomation sy.tellS wUl be refined aDd upgraded a8 manapent capadty 
develops and apecific inforaation needs are identified. The level of 
analysis will need to be compatible with the ability of the operational 
level. 'l'hu., flexibility in overall development and the rate of 
ge~8raph1cal expansion in each province 18 essential. Concurrently, 
though, there ahould be aD integration of reliable information in the 
operational aDd account1D& proc.dures of each syet... Under this project 
the BPDs will work to further develop a limple IUD8saent 1nf01'lllat1on 
ayata that will: 

1.	 Track operational perfonumce of each un1t tn tems of loan 
perforllance. loan delinquencies, equity growth, loans outstaadial, 
oIBber of borrower., D'&ber of, viIlase posta, monthly lOIn 
circulation, total savings, expensea and incame; 

2.	 Conaol1.date the above to help the BPD let realistic credit and srowth 
ceilings for each uDlt; 

3.	 Ideat1fy and prevent ulfea.ance; 
4.	 Produce reporta on a lIonthly, quarterly, and a.i-unual basts; 
S.	 Maintain centralized, conaolidated, fiDancial statnenU regard1Da 

overall 80urcea and applicationa of project fund.; 

Deyelopllent of the above in each province Will be the reapons1bllity 
of the BPDI' supervilion unit. witb the asaiataDCe of the consultant 
team. The first taak will be to review frequency of reporta, their 
C)rgaD1zat10~ ',istribution and ..nase_nt actiona t.ken aa a result. 
Each province will be approached based on its deYelopment Deeds. Central 
Java, for euaple, began upsradiq ita llanea_ant information By.tell b:1 
conductiDl an iD-depth Deeds al'll.,lUnt in 1983 which doc.anted the 
current BIl -.nageaent information Iystem, analyzed ita anticipated ua•• 
and evaluated the aystem'a present aDd projected capacity to meet those 
needa. The ••••S_eDt found lendiq outpacad the development of the 
infomation .y.tea. A. a relult, 1ncOll1.q data vas incr.uiqly 
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inaccurate aDd oftan as much aa .iz aonths late. A 1983 redesign eraated 
a monthly fiDanCial progress report. a quarterly combiaatioD budget 
.t~tUR report aDd profit aDd los. statement. • quarterly balanc~ sbeet 
and a ••i-anDual claasificatloD survey. The nev ayste. eli1l1nated 
independent caap1lation of reports aDd merged them into a single. 
interrelated. data base acces.ible either unually or by computer. BPD 
supervisory staff now enter infol'll8tion into the systea onee but 'lSI! the 
information in • variety of fomato; all reports be generated at BPI> 
headquarters but be derived froa the four field report. 8~bm1tted by each 
unit via kabupaten-based BPD supervisors. In additioa the information 
generated provides the basi. for & unit-perforaance cla.sification dOQe 
_i-aunually. 

De.,lte these cbaD8e•• moat of the bookkeep1D1 for the village .yetea 
baa r..uDed unchansed because thft Supervi.ion Bure.u. the BPI> bunau 
reapon8:f.ble for MIS reporting in Central Java. itl the only user ia the 
BPD to have (', 1Iputerized their !lIS reports. The other bureaus of BPD haft 
not yet cc.a~ ':lzed the other aulUple .lJDual registers and receipts. 
Evaluations and 1. eld viaita iDelicate the BXlt reporte are adequate in 
Ceatral Java, but there ia nov a need to continue :lntc:grating findings 
with aanase.ent decision makina. to refine caah manat~~t report:lDg~ to 
conaider codtna loano by type .Dd to monitor the curr~nt unit 
cLa.sification .y~tea. 

The dtuation 1a the other pronnces i8 s:lJlilar. MIS development 1n 
this project. therefore will integrate accountina SY8t~8 with tbe MIS 
ayatem. Tedm1cal a.slatuee far MIS aDd accountiq to the BPD w1l1 jjO 

'be,oDd atrictly village credit 8Ylt. ueds to consider oVll'.rall Bf!) 
require_nte as vell. The BPD in each pronnce vill devel", procedures to 
c:atalope iaforaation nov available. to identifyiq b~aic ,:equireaet. 
aDd to integratina tbeJI on the bad. of yearly performance evaluations 
and per.onoel developaent. 

In iatroducing a HIS &yet.. :lnto West SUEater. and West Java. the 
BPDs will firlt review the ex1st1Dl reportina format ~ad ita application 
to l.1llited cCllputerlAtion. As in the case of Central Java. technical 
assistance will Deed to go beyond aasiataDCe to village credit .yate-s to 
provide aasistance for overall BPD needs. Introduction of the MIS will 
firlt require a review of the accountina procedure. in pIa;:. and • 
cODftraation of the accuracy of consolidated financial data of all ua1ts. 
!mplnentation will be phaaed v:t.th t:raiDiag and BPD 8taffing. 

VII. IMPLEMENTATION AND MONITORING PLAlI: 

The project 1mpleaentat1on plan includes a de.cription of the 
responsibilitie. of project partIcipants. initial i~leaent.tlon steps. 
achedule of p·oject inputs and detailed procure.eat plans. 
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A. Project Participants: 

K1n1l1tTI of 'Ro_ Affaira: Since the pro'91nc1al developlleut baDke, the 
BPDs, are under the authority of the provincial 8c1verDllent, the Ministry 
of 'Rome Affairs w1l1 play an eztremely iMportant role. Ro.e Affair. vill 
assign a Project Kanaglllr and one aell1atqt to a full-UJle team in UNGD! 
eoverina only rural credit. BANGDA w:f.ll b. the ~n project signer, help 
coordinate the contributions of the various project participants and 
-.intaln a constant dialogue with the other provincial agencies 
intere:sted ill implementation of the project. They wlll also review the 
consolidated bldget of the project contain1ag contr1butionu from the 
Ministries of PiD&DCe and UCIle Affairs, provincial contributions and 
operational expenses incurred by the IPD,. Furtheraore, becaus. of the 
ezpectat10n that the project .y have application to other provincell, it 
will be 1Irportant that BANGDA evaluate aU pheos. of project 
fapl...ntat1on. Tbu.~ tb~ role of BAr~A will be to 

1) prmide GOI coatribut1ons to the train1D8 and equipment budgets: 
2) .onitor overall project t.pleaent3t1on and s,.te. ezpans1on; 
3) re'91ew requests forwarded to the Ministry of Finance: 
4) coordinate the hoat country contribution from other GOl 

participant.; and 
S) relate rID exper1eace to other proviDee. for p~s.1bl~ r~p11eat1onG 

H1n1atrz of Finance: The Directorate of State wealth Han....ent, 
Htn1ltry of 'iuDee, viII f1naDce UD1t recapitalization aDd expansion plU' 
procedure. already ••tabl1ahed. The Directorate'. rupiah line of credit 
equivalent to US*3 aUlion to central Java aDd *l.S .1lliou to West 
Suaatera for ~ural credit expan.ion ,,111 be :1ncrea..d(..e project 
1uputs). In .addition, the Ministry v1l1 chair the review c<Da1.ttee 00 
rural credit'li 4DDual lIeetiq_. Pinally, together with the Htn.1stry of 
Home Affairs, the Ktnistry will cODtinue it. present role of coordinating 
mid-project adju.eaenta that reqUire ••Ii.tanee frOlA ageaci•• , such ., 
t~e Central Bank, not directly partieipatins in t~~ project. 

!.ad4n Pellbinaan Pembayunan I.red1t Pedes..n (Villaae Credit DevelOplieDt 
Board) is a working group already fomed under the leadership of the 
Kin1atry of Finanee to lIoD.1tor oyerall rural cred:t.t polir.y in Indonesia. 
It ~ill genitor the overall policy content of th1. p~oject and con81st of 
senior off1cal. of tbe Ministry of 8aae Affaire, the Cezotral Bank, 
Mintetry of Finance, and !APPBNAS. The B04rd "ill .~et at least yearly 
tm.ediately .tter ~h. regular· evaluation to review yearly financial 
results and concur and facilitate project chang8a identified. 

Bank Indonelia: The Bank Iadone81a v111 participate in the project by 
participation on the Badan Pembinaan Peabanguuan lredit Pedesaan and 41.0 
'91a their Bank In.pection Divi.1on which ba. overaight responsibility tor 
overall BPD operations. 
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P~ov1nci41 Counterparta 

Bank Pe1l1b.anguuan Daerah(Provinical Develop!l~nt Bank): The three DPD. of 
West Javs, Central Java, and West Sumat..ra will be the daily operational 
counterpart of thi. project. The apecific m~n.g~ent office in aaeh 
respective BPDe ia a. follow.: 

West Java: Bureau for lesearch .Dd Planning 
Central Java: Bureau for Superv13i011 
West Sumatera: Bureau for Supervision 

Each IPD will 8treaathen their staff to inapect and train the loc,l 
c~.dit systeas under their authority. While. uepar.te bureau reaaina an 
individual org.nizat1oD&1 que.tion, what will be needed from the 
beginning of tha project 1s the additional staff for iapleaentatioD, 
lIonitoring and supervision. These bureaus, all of which fall under the 
direction of the BPD, v1ll be the priM counterpart for formulating unit 
expansion requests, edditioaal capitalization request., and the aizet 
content aDd phasing of the tr..in1Dt program. The BPDs in turn will ~ 

Cilon1tored by the provincial ladan Peab11lUn cona1stinu of variouG TIt I 
adll1.D.tatrat:lve bodies .uch as MlP!DA, goftrnor'tJ off::'ce, tooperasi, lIlnd 
the BPD itself. Exact: Baclan .-bership varies in each province. 

B. Initial SteEG for Project 1Jap'le_n~t:!!!.!!.: The Kill1stry of 'BOlli! 

Affaira, Ministry of l'1D&DCe and provincLll BPDa W"'...ll c~ordinat:e thn 
first implementation step•• Subsequent coordtaation will take plac~ via 
normal arrangement. plus, throuah the coordinat1ns comatttee ae~tiDi of 
the Villase Credit Devalo,.ent Board 1n July of each y~sr to prepare 
overall yearly budeetary levala, apportion a contribution iroa the 
respective ~eDCie., reviev .ystem expansion to date and assist in ~ny 

required policy changea. The 1.aediate ~plementation task will be to 
meet the condition. precedent discu8sed in the neRotiation section. That 
will be followd by: 

1) Core Stufiy AasitJ1Ul!nt.: Th" Appointtlellt of 11 two member, full.
t1Jle rural credit t .... in BAMmA should be madf! a. 800n "s possible vhllt' 
BPD otfice. in Weat Java, We.t S....ter.. ehould be atre08thened. 
Currently, the !PlQ) aM LI"IC ltyst.s in West Java Are monitored by • 
tuo-man team 1n the Bureau of Re....rch and Planning while the !PD 1n ieat 
Sumatera haa stated their intentiun to creatG a 8~parat~ bur~au for rural 
cradit activity. Both provinces ha'\i' aaid they would llug1lent theBe 
bureau. with additional .taff ~ The BPD offices will b...taff~ up to at 
lust five people to proYide the credit, unit accountiug, MIS aDd 
supervisory personDel critical for an ezpanded lending and savinll 
prograll. 

2) Initial Operational A.8.8.-ent: Attar meeting inittal condition. 
precedent aDd while the additional conditiaa. pr.cedent to diabur....nt 
are belua ut, AID aDd the G01 vUl work cl08ely to contr.c:t for 
technJ.cal a.li.t.ace. The first tuk of the BPD will be to work nth the 
tec:hDical adYi.or8 to: 
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a) rev!ew clccount:1na aDd operational procedures and determine aU1 
adjustments needed. 
b) foraulate a vorkplan for identified account1ua .Dd procedural 
chan.... 
c) recompile aDd r.confi~ the a88r~aate f1Danc1al poe1tion of 
participating .,stema with approprl£te adjustaenta to consolidated 
recorda, 
d) eltablisb unit perforaance criteria for West Java aDd West 
Su.atera, 
e) conduct a computer needs analya.ts of the partic1patiD,IJ BPDs to 
det~rm1De system requirement8 for MIS &l,d accounting format. and for 
compatibility with overall BPD coaput~r procurement, 
f) help dedgn a cCllllprehens ive tra.iD1D1 curnculua ad a ached ute for 
the fir.t year of Impleaentation. 

Sl.te. Capitalization ~d Unit Ctaaaification: USAID capital flowl will 
follow fulfil~nt of conditions precedent. red.sian of M uu1t 
clasaification ay.ta for Wellt Jaya ad West Sautera and the review of 
current accounting procedure. aDd finaDCial poa:lti01l of each .ysta.. The 
project w111 b..e perfora&nce .tandards f6r each participating unit on 
established classification systema but adju8t them to the individual 
provincial characteristics. Criteria in the clas.ification system 
include new loan. bCl)ud, the ratio of village ·posta- to bankina unita, 
the quality of the portfoUo baaed on the percentage of overdue, loana, 
aaviDla senerated. aDd lean circulation. ThOle performance norma could be 
unifon in each province and applied to each unit of the village credit 
.yat.s. Current e.t1Jlate. are that 12% of central Java unite. and Doo:ae 
of the West Suaatera ad Weat Java unit. are clalla1fied .s I (Mabellt). 
Comreraely. 33% of Cantral Java, and perhaps one-half of the Vellt Java 
and W••t S~ter~ unit. are cla••ified V (loweat). 

The transfer of c~1tal viII be baaed on est.blt.hed procedures as 
foUalIa: 
1) Wl1en three llootb. worth of fund. or lea. remain in the BPD account. 

the BPD V1l1 prepar. a requ8.t for additional capital for the .ignftture 
of the governor to fund expana10n of the villaae eyllte. in the coaiD8 
year. The cr1terla will be eatabli.hed by the Badan Pembiuaan Pabar«unan 
lredit Ped....n and be related to the performanee criteria of individual 
units. The criteria vUl Ukely include: 

a) the current overall financial pOlition of the .Y8t~: 
b) the number aDd quality of unitR to be given an eqtdty contribution: 
c) a stDUI'Y of financial data confirming the unit's ability to use 

funda effectively: i)volu.e of lending and loan turnover rate. 1i) 
overdue position. 11.i)saringe pol1t1on. and iv)trend analyst! of lead!. 
indicators in the lut year; 

Precise criteria v111 be spelled out early tn the project by tbl 
Badan Peuabinaan in order that subsequent fundina requests can be acted on 
quickly and in 11ne with establiahed criteria. 
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2) The loan application v1ll be aat to the Director for State Weal th 
KaugneDt, MiDistry of PiuDce, on behalt of the provinical goverDlient 
with copio to Baa. Affairs. Pi1Wlce aDd 8Cl1:le Affairs, in turn, w1l1 
provide the ezpan8iou plan to AID 80 they .ay pr~ptly earmark a portion 
of the AID project budget for lendinc. 

3) Pinance will aad a letter of &lre.ent to the proviDeial goverDlient
 
aDd a dravdown on the asreeaeot vill be effQcted by the Hinistry of
 
P1Dauce who viII restate the aount of loaD, 1Iaturity date, interest
 
rate, grace period, and d1.bursemeut schedule.
 

4) When funda are needed, the provincial 80VermMDt viII send ..
 
vithdra_l application to Piunce who will pay that aOUDt to the
 
provincial account kept at the lank IDdOlleda.
 

5)The provinces v1l1 send a brief status report vhen funds provided have 
been sent to 1Ddiv1dual units. 'illAncs in turn will send that report to 
AID who rill rs1Jlburae F1~!X:•• 

6) Loan instal1Jlenc. on the capitallzat.1on loan viII be paid to the 
clesipated accoUDt of tbe H1D1atry of PinaDCa in the Bank Indones14. 

7) capitalization f'JDds received by the BPD vUl be kept in a special 
accoUDt. Other fUDd. available for previnus provincial fundilll will be 
.eparated froa other BPD .ctivity. Authority over the accounts will rest 
vi thin thtt proviac. nth the BPI) actiDg a. oS f:!.::~.l agent per fiDancial 
expaD8iOD criteria eetabliahed by tba Iad~Q Pe.bina~n. Withdrawals for 
purpo... otbar than unit capitalizatioD may ba ..de for train1D8 related 

·needs aDd to Pfly back the Kia:btry of 'inance loan. Lntereat received 
fZ'Oll the participatilll units for uae f)f th... loan ~uDda v1ll be 
depol1ted into the account after .ubtt'actiq ••.r;;ice fee••et by the BPDa 
to cover superv1.eor1 e%1Mtn88a. The 'JSAID Off:l.Cfl of Pinance, as part of 
it. voucher verification program, ~ll work v1th the Ministry of Financ. 
to coordinate accoUDtina proced~. and documentation relating to capitAl 
contribution. to inaur. tJ!.~ .-oat prOllpt reimbursement frOll USAID a. 
po.,a1ble. 
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~ect Implementation Schedule: 

ACTION ESTlHAT!D COMPLETION DAT! USPONSIBILI'l! 

Sign Project !sr.eeMDt June 1, 1984 COl/Am 

Saud Iapleaeutation Letter No.1 June 8. 1984 AID 

Det~l contracting/procurement 
procedurea/CBD notice/selection 
criteria June 1.5, 1984 AID 

leview and agr.. to conaultallt 
teras of reference (see aDDU) July I, 1984 GOI/AID 

Issue CBD notice July IS. 1984 AID 

HiD10try of Home Affairs creates 
aDd staffs a teall far rural credit August 1984 GOl 

Central Java, West Java, 
Vest Sumatera meet conditio1l8 
precedent that allows them to 
.obilbe r4Dd safeguard 'f'o1untary 
saviDgA October 1984 GOl 

Contractors arrive and are tn place OCtober 1984 AID and ContI'actor 

Piuncial review cmaplate 'ebruary '1985 GOIIContractor 

Contractor submits training plan 
aDd curr1cu1U11 K~y 1985 Contractor 

lint Annual EzplUls10n PIe July 1985 GOI 

'trst Yearly Evaluation JaDlary 1986 CtJntractor/AID/G01. 

Secood AnnUlll ~paDa1on Plan 
8Ubm1tted July 1986 GOI 

SecODd Yearly Evaluation January 1987 Contractor/AID/COl. 

'l'hird Annual Expan8ion PIau subaitted July 1987 GOI 

Third Yearly Evaluation January 1988 Contractor/AID/GO! 
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ACTION-- ESTIMATED COMPLETION DATE 
p 

BSPONSIBILI'I/f 
............... 

Fourth Annual Expo.ton Plan 
auta1cted July 1988 GOl 

Fourth Yearly Evaluation Januar.; 1989 Contractor/GOI/AID 

Fifth Annual ExpansioD llaD 
submitted July 1989 GOl 

Fifth Yearly Evaluation January 1990 Contrs~to~/AID/GOI 

Sixth Annual Expansion Plan luba1tted July 1990 GOI 

Flual Evaluation January 1991 Contractor/AID/GOI 

PAClJ Hay 31, 1991 

A Miasion direct Letter of CcalltJ1eat 1181 be baued to the contractor 1f 
required. Training, essentially representing local cost expenses, vi.l! be 
implemented by the GOl via normal budgetary procedures with AID f~Qds 

ce.utted by pn.. aDd fi'NmCill8 ria direct re1mbursement. AID budgeted 
"ebic1ea, co_oditi•• and equipmeDt viII be procured by AID with direct 
pa,.ent to supplier.. ~pital coatribution8 will be pre-financed by the 
GOt with AID direct paymeDt re1Jabur....eDt upon evidence that such 
contributioDI have been lent out to credit uDit8. 

The USAtD Controller'. Office a. part of ita voucher verification progra 
w11l inttally conduct • review of GOt accounting procedureI aDd 
documentatioD relating to capt1a1 contributioDS. Thereafter, funds 1'111 
be provided for au AID direct contract with an IIldone81an CPA fim to 
conduct annual audits via direct pa)'lleDt8. 
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VII1. BUDGET 

Proposed lroject audget (OOO's; lUSS-lOOORp) 

A I D GOI Total 
Grant ,I Loan 

Technical A8.istance 2,000 3,.500 5,500 

TraiDins 500 6,950 3,000 10,450 

COJ80dltl.. aDd 
Equip_Dt 

750 2,750 3,500 

Capital 3,000 3,500 6,500 

Contlnaeacy 500 1,300 1,800 

Total 3,000 15,500 9,250 27,750 

Propoaed GOI Contribution by Contributing Hiniatry 

He. HOfJA Province/BPI) Total 

TecJm1cal Aasistance 

TraiD1ns 2,000 1,000 3.000 

EquiPlllent 1,000 1,750 2,750 

Capital 3,500 - 3,500 

Contingency -
Total 3,500 .'3,000 2,150 9,250 
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tocal Currency/Foreign Ezcbauge Budget 

Techn1cal A••istance 

Training 

Co_odit1es and 
Equipment 

Capital 

Cont1ngeDC:Y 

Total 

A I D GOl: TOTAL 
1£ FX 

1,210 4,290 S.SOO 

7,360 gO 3,000 10,450 

500 250 2,750 3,500 

3,000 3,500 6,500 

900 900 1,800 

12,970 5,530 9,250 27,750 



CAPITAL 

GOI Yr 1 2 3 4 5 6 7 Total 

West Java 
Central Java 
West SUliatera 
Subtotal 

200 

200 

200 
300 
200 
700 

300 
400 
200 
900 

300 
600 
~OO 

1.100 

200 

200 
400 

200 
ZOO 

1.000 
1.500 
1.000 
3.500 

AID 
ie8t Java 
Central Java 
We.t Sumatera 
Subtotal 

Yr 1 

200 

·200 

2 
200 
300 
200 
700 

3 
300 
400 
200 
900 

4 
300 
100 
200 
600 

S 
200 

200 
400 

6 

200 
200 

7 Total 
1.000 
1.000 
1.000 
3,000 

TOTAL 
Vest Java 
Central Java 
West SUII8tera 
Subtotal 

Yr 1 

400 

400 

2 
400 
600 
400 

1.400 

3 
600 
800 
400 

1.800 

4 
600 
700 
400 

1.700 

5 
400 

400 
800 

6 

400 
400 

7 Total 
2.000 
2,SnO 
2.000 
6,50.0 

I 

w 
IJI , 

COMMODITIES: Yr .1 2 3 4 5 6 7 Total 

GOI 
west Java 
Central Java 
Wast Sumatera 

Total 

150 

150 

250 
150 
160 
560 

375 
150 
285 
810 

375 

285 
660 

125 

285 
410 

160 
160 

1,125 
450 

1,115 
2,750 

COMMODITIES: Yr 1 2 3 4 5 6 7 Totsl 

AID 
vehicles 
EDP £quip.ent 
Other lii.c ~ 

Total 

115 
50 
15 

240 

320 
100 

30 
450 

30 
30 

30 
30 

495 
150 
lOS 
150 
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TRAINING 'Yr 1 2 3 4 .5 6 7 Total 
GOl 
West ,Java 100 300 100 100 100 100 200 1,000
Centz:al Java 100 JOO lCO 100 100 100 200 1,000 
West 8waatera 100 300 100 100 100 100 200 1,000

Total 300 900 300 300 300 300 600 3,000. 

AID 
West Java 150 300 500 500 SOO 300 2,250
Central Java 250 J50 700 700 700 400 3,100
Vest Sumatera 150 100 500 500 500 350 2,100

Tc:;tal 550 750 l,1~ 1,700 1,100 1,050 1,450 

TOTAL Yr 1 2 3 4 5 6 7 Total .. 
\.

,-,'
, 

' -West Java 250 600 600 600 600 400 200 3,250
Central Java 350 650 800 800 800 500 200 4,100 

'~~" 

West SWlatera 250 400 600 600 600 450 200 3,100 ........ 

Total 850 1,650 2,000 2,000 2,000 1,350 600 10,450 

AID TECIL!fiCAL 
ASSISTAliCE Yr 1 2 3 4 5 6 7 Total 
Long Tem 160 700 750 800 700 300 300 3,710
Short Term 40 300 350 ISO 250 400 300 1,790

Total 200 1,000 1,100 950 950 700 600 5,500 

CONTINGENCIES: toTAL 
GOI 
AID 1,800 
TOTliL l,aOO 

TOTAL PROJEct COST: 
GOI 9,150 (33%) 
AID 18,500 (67%) 
TOTAL 27,750 (100%) 
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IX. EVALUATION STRATEGY 

Aa noted in the impl_~ntatloD schedule beginning in the second ,ear 
of the project yearly evaluations ViII focus on f~ur princlpal area.: 

1. Borrower Iapact: This w.UI attempt to show the cMnges in lDCome 
levels aDd econo1Uc activity that ha"1e occurred, the level of loan U9qC 

and profitabillty by type and by social group. Since the thrust of the 
project and supportlng implementation documentatlon 1s g~ared to 
eonfirming and tracking financial viability of the units, this 
information will be the maln source for reconfirming borrover viability. 
In addition, a limited program of applied research into relatad arca8~ 
each as d8ll8Dd analysis for credit and lavings and the eztent to which 
the project 18 affect1ua the 1monual Jloney market in the proJect area, 
will be conducted throughout the course·of the project. 

2.Economic Alsuaptions: The evaluation will review underly1D8 economic 
aasuapt1on8 of the projeet: 

a) expected loan d__Del; 
b) pressure on interest rates to dacl1De as lending portfolio watureft 

and rates of return frOli investments decline; 
c) potential returns vis as via operational costs of proViding 

credi t; and • 
d) seDsit1v1~ of interest rate. on sS91~. mobilization. 

3. Financial And Operational ViaMllt:: Tbe evaluation Will foc:u. 0 n 
the extent the project has a~hieved its goal of ,elf-sustaining credit 
syst_s. The evaluation vUI highlight: 

4. financial profitability reflected in information provided by the 
MIS in pIce: 

b. suc:cen and appropriateness of tra11l1.ng curriculum aDd programc; 
c. adeq.:acy of" the ansaellent information BYet.. to ..eet identified 

need.; and 
d. IYst.. adherence to accounting aDd operational procedures. 

4. Efficiency in the Deliv!2 of AID QDd croI Inputs: The evaluation 
will look at the results frOll the previous year and make 8Pf!cif1c 
recommendations 58 to how the provision of ·inputs can be improved through 
adjustm~nt' in procureaent procedures) contracting procedures, budgeti~ 

process, or training schedules. 

Design and Methodology~ The borrower viability ccaponent of the 
evaluation will be based on the survey designed and tested in Central 
Java for the BIK program to answer questions of loan uSRge and 
profitability from v4riouB types of ventures. Financial evaluation will 
be based on informgtion developed by the MIS. Determining the efficiency 
and appropriaten~.R of project inputs will be the joint responaib111t7 of 
the GOl and AID with specific al.1stance frOll the AID Office of Pinance 
against the criteda of the :1aplaentation Bchedule and budget contained 
in thi. project paper. 
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x. APAC PID ISSUES 

The PID cable (aee Annex I) raioed the followiDB issues: (1) cOllllluuity 
participation in project development; (2) linkages between credit and 
productivity/emploYMent generation; (3) impact of AID capital 
contributions; (4) private sector credit rolea; and (5) policy dialogue. 

(1) Coamuntty Participation in Project Development: A major evaluation 
of the Badan Kredit Kecamatan (BlQC) aystom waa undertaken in November
December of 1982, Credit to Indonesian Entrepreneurs: An Assessment of 
_the J1adan Kredit lCecamatan Program, by Development Alternatives rue.. , 
developed an information ~e on clients, their activities and opinions 
concerning lin .ervice. and the mac itself. The results have been used 
by the GOI in gutdiDg the BD: and by AID in the design af thi. PP. 
National rural credit .em1nar. have used the t1ndiDg8 of tbi. survey for 
discus.ion. The project f 8 future evaluation progr41l will continue client 
survey. to study the impact on policies and operations. In addition, GOr 
and AID officers have discussed participation iM8ues vith clients fro
each systeJl in thi. project. The design reflects this and focuses on 
providing ti1l4ucial services at the village level and 1oweriD8 total 
bO~0V8r transaction costs. 

(Z) Linkagea between Credit and Productiv1ty/Employm3nt Generation 
Impact: The DAI survey showed that the BEK model system primarily gi~s 

trade-oriented 10ana but bas both increased productivity and modestly 
increaaed eaployaent opportunitie.. When the KKK and other systems 
gradually increue their 811811 iDduatry POrtfolio, a greater employment 
generation effect i. anticipated. As stated, this will be monitored 
during evaluations. 

(3) Im~t of AID Capital Contributions: Am capital inputs will 
partially .atch a 8ubstantial input of GOI funds both planned and already 
cOlllll1tted to theae systems. AID's funds will be used in the 
establishment and .~pansion of lendins. Funds are necessary to e8tabli~b 

unita before operating profits al~ savings mobilization efforts produce 
suffic1ent revenues for operation and expansion. The! propo.ed 
capitalization prograa 1. outlined in Anna I. 

(4) Private Sector's 1'01. in rural Banking: As noted at the APAC 
review, the private aector'r sole in rural hankins will remain limdtad in 
the Dear term. Most private banks are relatively 8mall operations and 
are unable to quickly develop a large branch network needed to Sl!rvtce 
rural areas. Development of hundreda of breaches necessitateD lin 
extremely large, up-front investment in per.onnel, traiD11l8, plant and 
equipment. The project will finance entrepreneurs, 1D4D1 of who viII 
eventually Deed larger 1oan8 frOll private banks operating froll their 
prOVincial capital location. The programs supported by this project will 
show that there i8 a large market for bankiag services and may attract 
private baw to aeek 48Sr..ssivley 811&11er rural cliellts. 
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The project vill a180 incorporate privatB sector banking proc~d~es, 
policies and flexible interest rate structures in all four rural credit 
.ystems. Per.onnsl incentive package. in all .ystems will include profit 
sbaring aDd will be further refined duriaa lIIpleaentatiou to equate 
performance with pay. A new accounting systea will generate reliable 
information needed to allocate coats to services and operationl allowing 
for an efficient, effective and lelf-.upporting .ystem. Some funds set 
aside in the technical a8s!stance cCllponent tTill be used 1D searching for 
ways to cDsure a larger future involvement of the private sector in rural 
banJdl1J!. Pr1vat~ sector b8n1t1ng yn.ll also be invited to participate in 
the 8DXlual workshop. on rural credit funded by this project. 

(5) Policy Dialogue: The project continue. the po11cy dialogue with the 
GOI on rural crlltdit begun w1th the Provincial Developaent Project (PDP). 
The BIQ( syat_, ODe of the most lueceosful rural credit iD8titut101Ul, has 
influenced credit po11cie8 and institutional designs in leveral system•• 
Am' 8 continued support to the BIQt aDd otber sWlar systells rill present 
opportunities to continue productive pol1cy dialogue on rural credit aDd 
savings mobilization isauee. The project also incorporates aa annual 
review of projeet progrees witb senior policy sakers. 

tIe COVENANTS AND CON'l)ITIONS PRECEDENT 

Cond1tlous Precedent 

A. Conditions Precedent for Initial Di.bur•••ent: Prior to the 
initiation of activity under this project, the goverDllent asree. to 
augment the ataff of the lank Pembencunan Daerah of West Java aDd West 
Sumatera 80 that at least five full-time profa.sionals are ~ss1sned to 
the BPD T1ngkat I 1qplementation team full-ttme in each respective 
province. 

The government agreel to e8tablish and 8taft a team for rural credit in 
BANGDA, KinilJtry ltcna Affairs and staff it with at least two full-time 
profe.8ionale. 

B. Condition Precedent for DiBbureem~nt of Funde for Slstes 
Ca~1ta11zation: Prior to the capital expanaion of any of the 
part1cipating systems with funds provided by AID, the government agre•• 
to (I) describe the procedures for tr&nafer of fundS between the MInistry 
of PinaDce and the respective BPDs aDd to participating units; (2) take 
the nec••;ary step. to allow village-based credit systems in this p~oject 

to accept voluntary savings from borrowers and DOD-borrowers in the 
project al'8a and safeguard such saviDge through procadura. reflecting 
unit perfomance. 

Condit1on~ Precedent for Com2uter Related Equipment: Prior to the 
disburseaent of any funds for computer-related equipment, tbe Govern.ent 
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agrees to subait In ••se•••ent of BPD eomputer needs In Welt Java, 
Central Java. and West Suaatera .1 they r~late to the 1.pleae~tatlor. of 
thia project and overall BPD eoaputer requlre.ente, 

CovenanUI 

The Govarnaent agree. to Itructure accounting practice. and lnt~re.t 

rate. under thil project to ea.ure the finaneial viability of each of tho 
particular villas_ credit .Y.~." with accountina practice. Jneludlnl 
procedure. to reeerve funda for loan 108se. and to write-off 
uncollectable loans. 

The Badan Pembina.n Pe~banBunan lredl~ ~erdee.an viII .eat at leaat once 
a year to revJew perfo~nce and consjder adju.t••ata ba.ed on each 
re.pective ayate•• ' perforaance with the paraaount criteria beJna 
ftnaneial viabillty a. d.floed 1n the ..plifted project deacription. 

XII. ECONOMIC ANALYSIS 

The financtal analysis of this project 18 contained tn Annex I. It 
together with the technc!al analysis earlier in thia paper ahowe that the 
volu•• of lending projected ia not unreasonADle given past BPD and eystem 
activity. The Annex containa growth projections of lending and incoae 1n 
each of the three proYioc... It ahovs a potential to iacrea•• 
• tgnifieantly lOaDS out.tandina. incoae, and equit, prOVided the project 
input achedul. can be followed. 

In the cour.e of proj.ct I-V1eaentatlon tho•• growth •••uaptlon. vlll be 
adjuat.d y••rl, be... on actual e.p.rt.nc. with. nuabar of econGatc 
a.au.ptton. underl,lna this project: 

1) Tht! Onderlyln, DellaDd for Creditl All the vill... credit .yat•• Jll 
thia project .ake the follovina a.su.ptlona: 

a.	 intere.t rates above conventional rates are aec.ptable and 1n 
faet offer the borrower a rea.onable rate of return. 

b.	 de.and for loan funds at theae rates exi.t. in other Yillaael 
within current geographical operatins area. (aDd out.ide pre.ent 
geosraphical ardaa as veil. although not part of thi. project.) 

Given these a••u.ptlona, the major con8traint on the aodel ••••u.!nl 
revenues cover expense., 1. the lupply of loanable fund.. The supply of 
loanable funds ia derived froa (t) loans fra. the central sovernaent to 
bealn operation. and froa the provlnc.lal hankins _,.tea. (11) aavi na
deposita, and (111) oet positive Internal ca.h flow (1 •••• equity plus 
retained earn1n••). Nev .avlDi. deposit. are a.luaed In part to be a 
fUDCtlon of higher intarelt rates and loitially are a.aumed to vary in 
proportion to out. tanding loan. of current yuar. Thi. proporr.~on va~le. 

froa lOX to 60% gt~en the p.rtlcular unit heidi axe.tned. It 1a an 
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assumption md wUl be adjusted to actual perforaAnce in the second year 
of the project. 

Since dll!llland for loau is •••umed to be uncoll8r.raiDed aud the .uppl, 
of loan fuDd. full, available, the model presuppose. the potential for a 
dra.atic incre..e in the lending portfolio. Given a net positive interest 
rate 1n a purely economic .ense, demand ult1..tely viII cODstrain the 
growth of this model. There will be pres.ure on iDtere.t rates to fall 
a. leDding expands. Practically, tM. :1'ncr\,a.e'in loan demand aDd 
pressure to reduce interest rates is constrained by the many c~plex 
~nagement issues thr. project addresses as well as the perlormanr.e 
benclDarkt' built in to prevent expansion without a cClllpatible growth in 
loan quality. 

3. The Co.t for Credit: In addition there ara a ntDber of factor. that 
aske the intereat rate .tructure a central que.tion in the impleaentat10D 
of this project. Pr~ the per.pective of the borrowr. the que.tiOD 1e 
bov Jaucb b. 1. burdened under tM. syste. In aD a:tnae a_pIe, at a 
100% iatere.t rata, a five ,ear loan of tlDO requires $1600 to repay. 
The a.e 1,ou repaid in 10 ,ears would cost $51,200 to IBY off. ID 
ad6ition the raDge of 1aveac.ent. that can sustain sucb a cost of capital 
..y be relatively low. Thil, of coure., 18 a ..jor quedtion for the 
annual avaluation.. Bowever, borroWiers are now payina 87% per year 
effective intereat for ahort-tera loan. in the B[K .,s=e-. A recent 
evaluation .boved little concern for aueb high rates for funds by 
borrowua if fUDds vera eveilable at tbe village and the source of furd. 
va. reliable. 

!xperieDCe indicate. the borrower' a oDl, alteruti" .ource for fUDela 
1a froll highar, informal lOurce. whoae 1nterat rate chaupa u.ua,Uy far 
esceed 100% per aDD... In ..dditton, the effect of that bualt payout 1a 
mitigated by the fact that evaluations done to date indicate tba bulk of 
lend1na done in each of the four aystaa baa been larlely for trader 
credits wblcb have offered unusuall, h1gh returns on amall capital 
.1nveatmenta for 11a1ted periods of t:bDe. '!bill project asawae. that the 
...e opportunity .~.t. in village. not DOW ..erved. It a1ao a••u.s. that 
wban the ..11 industry camponent begin., approx.1l1atel, in the third ,ur
of tbe project••ore infl)l'II&tJ,on will be knCNll about the real return. CD 

ventures outside ot trader credita aDd that 'saae adjuatment to the 
intereat rate structure may be nece.sary. 

Two other key question. are whether labor will have a tendency to be 
o~erut!lized and whether the project will encourage the excea81ve use of 
labor in thl econoa!c aetivitie. it tinance•• 

The.e lenuiD. econ~c concerns are veilhed a,ainet institutional 
coat con.iderationa aDd what 1. pr~ct1cal. The depletion of the capital 
of any cradit 81.ta to keep 1nterelt rate. down v1l1 DOt benefit the 
borrower it depletion reaches tb. point where no capital i. available to 
lend the folloWinl ,ear. Equal consideratioD .ust be liven to pre.er1toB 
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the capital of the lend1Dg iD8t1tutiOD8 ADd the m08t opt1Dal c1rcum8t~nce 

possible. SeeoDdl" wbile it .ay be appropriate to adjuat intereGt rat@. 
either because of the lover return from fJIUll indulltry cred.1.ts or beca... 
of decliD1ag d.-and, such aD adjustlleDt IllWlt be done within the contnt 
of the institutional financial viability of the systaa. Practically, al 
1a the case here, 8uch aD .sdjuatmeDt viII be easier to ocMeve 1£ it is 
downward rather than upward. By starting with a relatively higher 
interest rate, the project will have built-in, an essential flexibility. 
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Consultants Tems of Reference and Report Requirements 

1. Assistance for Revising Accounting Policies and Procedures: The
 
consultant will assist in the review, design or re-design of accounting
 
sytems used under this project. The consultant will design systems to
 
develop accounting uniformity across all four systems. Assistance will
 
include:
 

A.	 A cataloging of each of the accounting systems now in use. 
B.	 A listing of specific accounting instrl~e~ts for incorporation. 
C.	 Revised or fully redesigned accounting formats for each of the 

systems. 
D.	 A phased implementation schedule considering design, training and 

implementation. 
E.	 A review of the current syscem of interunit and between branch knd 

BPD accounting procdures and specfic rec~endations for the 
simplification of the exist1ng system with the parallel goal that 
interunit accounting flows should be undp-r a full cost pricing 
structure. 

F.	 The consultant will help the respe':t1v~ :SPDs tormat .lDn put i.nto 
place the revised inten!st rate strucr-u:.c ~greed to under this 
project. 

G.	 The consultant will mo~Ltor the overall interest rate structure to 
track the financial viabiHty of each of: the four systP.il1s. Be 
will provide u yearly ~~alysis of finAncial viability for 
presentation at th~ ~nnual evaluation employing analytical 
techniques in conformance with commerci~l bank practices of 
tracking institutional profitahi11:y. The consultant will monitor 
the annual financial review and re~ommend adju&tments to the 
current interest rate structure if ana1ys1s so warrants. 
Recommendations may include but are not neccessari17 be limited 
to: 

a)	 en adjustment in int~rest rates in eech major funding and 
lending element of the project. 

b)	 an adjuotment ot coverage of IntereDt rate allowing same 
outlets to reduce charges and others to raise them when 
performance would so warrant. 

c.	 the incorporation and adjustment: cf loan 'reserve polic1ea 
and loan wri te-off poHcies. 

d.	 an adjustment to demand p Jjections based on past 
performance. 

8.	 The ~on9ultant will assist 1n the design of appropriate loan 
loss and loan reserve pol1e~.e8 and a'Jsist in ::he integration of 
those policies into the accounting ~ystem. 

The consultant will assist 1n expanding the current accounting 
procedures for tracking the perfol~ance of overdue loans to 
allow an aging of overdue loan pel~formance on· a 3 month, 6 month 
one year. and 3 year basis and make specific recommendations as 
to who tho~:e procedures will be integrated into existing 
systells. 
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J.	 The consultant will scaist in the establishment of vill3ge,
 
post, and unit subsidiary reserve accounts in the overall
 
capital accounts of each sub-system.
 

K.	 The consultant will design an overdue loan ledger for use at
 
village posts and unit outlet.
 

L.	 The consultant Will design detailed audit and inspection
 
programs with related formats, and tr.aining and implementation
 
schedules.
 

2. Training Program Development: The consultant will for the three
 
provincial development bank's (BPDs) four associated rural ct'edit
 
systems: (1) review current manpower capabilities and anticipated future
 
needs; (2) develop a ~laD to effectively utlli~e project inputs in
 
meeting organizational manpower development needs; (3) develop a program
 
to establish in-house BPD training capabilities to handle future rural
 
credit systems' manpower development; and (4)crp.atp- ~tandard curriculum
 
aQd training courses to be used b7 rho BPIJs in their training progTWIlS
 

for rural credit institutions.
 

1. Review of Currl:mt. Manpower CaD;:tbllit1es and Ant!c~'pated Ne~ will
 
include:
 

a) Review of all on-go:lDg rural credit training programs nClw 
underway	 in each of the participating BPDls; 

b) Conduct job analyses and create job descriptions for current 
and future anticipated rural credit systems' job positions. Pos1tio~s 

include but are not limited to unit managers, loan officers, unit 
supervisiors, area auditors, BPD branch managers, and BPD Tk.I management. 

c) Review and suggest improvements to BPD plans for expansion 
of rural credit systems and to anticipate and prepare for manpower 
requirements. 

2. Developing a Training Plan to Effectively Utili~e ineuts is required 
to accomplish the strategic training objectives in each province and 
includes: 

n) Drafting and begin the BPD to implement a multi-year 
training plan to provide for the training needs of each ~PD supported 
rural credit system. The plan should be drafted in close colaborat10D 
With senior BPD management, specify clear objectivas and include a 
detailed implementation schedule. The critical point is that expansion 
of BPD training services should proceed at a pace commensurate with 
development of the training staff itself. 

b) CreatIon of a schedule for rapidly upgrading professional 
skills in the rural credit systems and associated BPD support offices. 
Emphasis here 1s on the use of a sequential series of intensive 
in-country short courses. 
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c) Establishing recruitment standards for entry-level full 
time positions and a schedule for recruiting candidates. 

3. Assist in Developing of In-Rouse Training Capabilities. The advisor 
will work with the BPD to: 

a) conduct basic job analysis for rural credit system positions 
critical to the rural credit system, 1.e. unit manager, loan officer, 
auditor, supervisor, BPD branch manager, etc. Identify major duties, 
responsibilities and outputs for each position and write standard job 
desc1ptions. 

b) establish (through close coordination with line management) 
performance standards for key positions and assess l'8tterns of 
knowledge/skill deficiencies which inhibit rural credit units from 
functioning smoothly. 

c) design standard training prograll curricula with clear 
behavioral object!ves specifically tailored to perfomance requi.rements 
of rural credit positions. Design programs in response to special 
problems. Design programs using the expe~eDtial learning methodology 
which require active involvement of participants throngh small group 
exercises, role plays t~at ar~ closely linked with tr~\n1ng activities 
and the actual job situation. 

d) design materials such as trainer and. pa4"ticipant manuals, 
suitable visuals, etc. 

e) conduct courses using reasonably polished "stand-up" trainer 
skills. 

f) evaluate, in close coordination with supervisors 1n the 
field, behavioral change several months following participants return to 
the job• 

. 4. Curriculum Developt!ent for each province will be done for all jobs in 
each of the respective rural credit systems. Curriculum will be created 
for formal and informal training programs. All curriculum designed will 
be compatable with the other elements of :he project. The traiD1ng 
courses and curricula will explain operational ~esponsib111ty of each 
position and include but will not be limited to the following: 

a)The purpose of the Financial Institutions Development Project 
and tbe four credit systems under development. 

b) Accounting procedures 
c) Management information system 
d) General BPD system operating procedures 
e) Procedures for interest accrual 
f) Dealing with overdue loans 
g) Savings policy and procedures 
h) Areas of new system initiatives or procedures as needed. 

3. Managment Information System: The consultant will provide detailed 
assistance in the further design, implementation, and refinement of a 
management 1nfo~tion system as detailed in the project paper. The 
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consultant will provide guidance on the current system now being 
implemented by the BRK in Central Java and a9sess its operational 
effectiveness and the extent the syetem should be changed. Concurrently 
the consultant will identify and develop other informational 
requirements to allow tl~ BPD/participat1ng systems to provide essential 
information for development of the credit systems. Information fODDats 
to be developed should include but not be limited to the following : 

The consultant will assist the respective BPD's in the implementation of 
a revised management information system. Assistance will include: 

a)	 a review of the existing BKK MIS system with suggestions as to
 
how the system can be improved aDd transferred and implemented
 
in the other part:1cipat1ng 5yseerasi
 

b) a description of the additional lufo~tion needs that should be 
includedi 

c) suggested revisions to infonaation flows at each of the 
participating syete.s. 

d) information and reporting formats to pass information to Jakarta 
interested agencies; 

e) incorporation of yearly and overall project goals into the 
l1l8nage.llent information system. 

Within 90 days after the management information specialist 
arrives in country, he will provide in writing a master plan for: 

a)the specific revisions neccessary to the existing management 
information system now in use by the BKK; 

: b)a catalog of existing MIS type of information now being used 
in West Java and West Sumatrai 

c)a timetable of major training, design and implementation to 
operationalize a new training system. 

As part of the procurement of data processing machinery and 
computers to support the development of a MIS capability in West 
Java and West Sumatra, the consultant will present for each 
respective BPD 8 technical analysis ~, co~uter requirements based 
on the project accounting system .nul MIS needs the existing barwarde 
and software configuration 1f any, the the current procurment plans 
of the respective BPDs. The analysis will detail: 

a) the information to be computerized; 
b) the current availability of and compatibility with data 

processing machinery already in the respective BPDs; 
c) system and fomat compac:'.bllicy with the existing system in the 

Central Java BPD 
d) the overall data processing procurement plans of the respeetive

BPDs. 
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Per the above the consultant will make 8~ecif1c recommendations ou:
 

a. the hardware configuration appropriat.e for West Java, West 
Sumatra and C"!ntral Java considering cost, training availability 
and se~vice facilities. 

b. the appropriate software configuration. 

The consultant will detail the rationale underlying his recommendations. 
(Recommendations per a. and b. above will be formatted to the operational 
requirements of the BPD rather than to a specific brand name.) When 
operational requirements are prepared, he then will list the brand names 
of the data processing equipment that can meet tbe requirements. lie will 
also note the availability of training and servicing facilities in the 
respective provinces for the brands presented. 

4. Savings Pro~n: The consultu~t will assist in the design and 
.tnltiation of the sav:tngs elem2nt plus assistance and advice i:J the 
implementation of possible policy and regulatory chanp,es supportive of 
savings generation. 

The consultant will ~.~.sign specific programs to encoU::'.1ge sa~iq;R 

generation. Such programs D18y include but not necessarily be limited co 
publicity campaigns, lottories, encerta!il!llents. 8Q£ll gifts and other 
means to increase unit s~vings levels. The dec!gn fo~ ,he first pl~se of 
the program will be completed within 60 days after th~ arrival ~f the 
savings speci~11st. 
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BKK	 Units = MIS and Accounting System 

Management Information Systems for individual BKK units are composed 
primarily of traditional administrative and financial record keeping. 
All BKK use BPD-des1gned standardized formats, called "models," of which 
there are currently 18. Although these models are sometimeR ct~bersomc 

and redundant, and are not differentiated by degree of importance, they 
are replete with cross-checks and internal controls, and are designed so 
that staff with a primary school education can use them after a one-month 
training course at provincial headquarters. 

Table 7 presents a brief description of the BKK models.
 
Theoretically, all 18 models are mandatory, but in practice, all but the
 
largest BlCK have neither the need nor the staff to maintain the (~ntire
 

set. Thus, in most cases, the most critical books, tbose necessary to
 
complete the BPD-required financial reporta, are updated daily, whereas
 
the less important models are used at the discretion of each RKK.
 

For example, all BlOC must use the models that perform the follo'Wi::crg
 
essential functions:
 

,. Compile a register of BKK clients by name (Mcefel 6) and borrOwer 
nuaber (Mode] 5); 

*	 Provide these clients wich a receipt of all loan transactions 
(Model 8) and savings transactions (Model 14); 

*	 Keep track of loan repayment (Model lA) aDd delinquent clients 
(Model 2B) j 

*	 Monitor the BICK's overall financial status (Hodd 3) aDd cash on 
hand (Model l2)i and 
Inventory the BIK's fi~~d assets (Model 10). 

If special problems anse, however. other l!Iodels are available to 
address thea. For example, if a BKK unit is having difficulty in 
managing its cash flow, it can use Model 11, or if a BKK would like to 
h~ve written records of delinquent clients' renewed promises to pay, it 
can use Model 15. The problem with most of these models is that although 
they are conceptually sound, some are tangential to daily BRK operations, 
and therefore tend to detract from the quality of record keeping tha: is 
critical for effective BKK management. 

Nonetheless, the BPD has been able to use its combination of 
overlapping, redundant, core, and peripheral models to build many 
cross-checks and internal controls into the BKK bookkeeping system. For 
example, the BICK cashier is responsible for keeping the cash book (Model 
12), while the bookkee~er is responsible for maintaining a combination 
cash book and running balance (Hodel 3). Moverover, many critical 
documents. such as the client's loan repayment receipt (Model 8) and 
savings book (Model 14). require the signatures of both the BKK cashier 
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and the bookkeeper. Thi~ in turn requires concurrent transaction entries 
:I.nto two different BKK accounts, one the responsibility of the cashier 
and the other of the bookkeeper. 

Such f1n~ncial controls are important BPD pas~ive auditing tools for 
supervising hundreds of credit bodies whose very mandate 1s also the 
aspect of the BKK program most open to a buse: many BKK have oo1.y two 
employees, always dangerous 1n cash-oriented operations, and all BKX are 
locally run institutions, which both distances them from BPD observation 
and leaves them susceptible to pressure from local interests. This 
passive auditing system combined with active supervision has helped to 
identify instances in which local authorities have allowed HKK funds to 
be used for welfare rather than productive purposes, or misus~d funds in 
more nefarioun ways. 
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BKK Bookk:!epi ng Model s 

Model Number Description Frequency of Use 

1 

2A 
2B 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

Client request/appro~al 
list
 

Loan repayment record
 
Delinquent clients
 
register
 

Cash book/running
 
bal.tlnce
 

Savinga book
 

Client reg:tst:er by
 
nUi1lber
 

Client regi.. ter bf 
na.JJe
 

Contract book/cash
 
on hand
 

Customer's loan repay

ment record (receipt)
 

Composite register 

Commission register 
(fixed assets inventory) 

Cash estimation 

Cash book 

Bank depoalt form 

Customer's savings 
book 

BKK village supervision 
report 

BPD supervisory report 

Daily 

Daily J per village 
post Bud type of 
loans 

Daily
 

Daily
 

Per nEW borrower 

Fer new borrower 

Daily 

Per transaction 

Annually 

Per transaction 

Da11y 

Daily 

Per 'i:ransaction 

Per trausaction 

Per trip to village 

Per BPD inspection 
of BKK 

('v

0, .
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Model Num ber Description Frequency of Use 

17 BKK budget Annually 

18 Supervision card Per village post 
and type of loan 

Classification Systems 

Inputs tr~nsferred to units froR a BPO depend OD the lower level 
institutions performance ranldng. At this time only the BKt in Central 
Java has a functioning ranking or "classification" system. Other systems 
supported by this project will incorporate a classification system int:o 
their operations during the project that have the same standard. 

The BKK's clasA1flcatton system uses six weighted factors: total 
equity; ratio of villages to village posts; number of new borrowers; 
portfolio quality; total savings; and capital circulation, A semi-anmJal 
classification deternines the capacity of each unit to absort new capital 
and its BPD credit ceiling. 
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BKK Classification Criteria 

Class 1 II III IV 

Criterion 

1.	 Equity (mIllion of rupiah) 10,000 5,000 - 9,999 1,000 - 4,999 o - 999 0 

2.	 Ratio of village to Village poets 2 2 - 3 3 - 4 4 - 8 8 

3.	 Nwaber of new borrowers 
(aonthly average) 20 15 - 19 10 - 14 5 - 9 0-4 

4.	 ~ortfolio quality (percentage) 90 89 - 80 19 - 70 69 - 50 50 

5.	 SavingE (million of rupiah) 2,000 1,000 - 1,999 500 - 999 200 - 499 0-199 

6.	 Circulation (million of rupiah) 5,OUO 2,000 - ",999 1,000 - 1,999 100 - 999 99 

7.	 Overall classification 1.0 - 1.S 1.6 - 2.5	 2.6 - 3.5 3.6 - 4.5 4.5 

Source: Bank Pembangunan Daerah Jawa Tengah 

v 
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For the most successful BlCK, the BPD hclS estabUahed a top, perf orming 
"sehat" class. The BPD will lend its o",n funds to units in th.ts 
classification. The cr1teda for this group, its outlined in Ta ble 2. 

Cal~ulation of Healthy BRK Units 

Criterion Standard 

Ratio of current assets 1.50 
(at 80% of the actual figure) . 
to current liabilities 

nauo of debt to equity 0.75 

Ratio of savings to eqt~ity 0.70 

bUo of debt plus savings to equity 1.25 

r.1x lIonths' profit 10: 

Numbar of trained staff 4 

ii.ource: Bank Pembangunan Daf!rah Ja:wa Tei1!::.8.;;.h _ 
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CONSOLIDATED BALANCE SHEET
 
Bank Karya Produbi Desa (BUD)
 

Lembaga Perkreditan Kecamatan (LPK)
 
Estimated ar of 1/31/84
 

(Rp \l00)
 

BKPD	 LPR: 

Assets: 

Cash in uaits 22.1,096 65,095 
Cash on deposit 134.740 6,023 
LoaDS outstanding 2,589,336 695,052 
Plant and equip.ear 497,392 4,867 
Total aasets 3,440,564 771,03; 

L1a bilitiea: 

:1me deposits 545,425 4.000 
Savings deposit 930,050 101.986 
I.oans paya ble 386,996 194,399 
Other payables 2.30,406 294,707 
KPBG (1) 292,450 87,034 
Retained earnings 302,.588 161,767 
Original capt tal 548.404 53,036 

3,236,319 896,929 
Unaccouuteci for 
resources (2) _204,245 (125,892) 

3,440.564	 771,037 

(1)	 Modal penjeujeuh bantuan Gubernur -
Special investaent fund from the Governor's office 

(2)	 The BKPO and LPK accounting and management information system. 
produce poor quality reports. Not all units file reports aad 
information is often ID1ssing and ill-defined. This balaoce 
sheet provide~ what infomation 1s availablo as of 1/31/84. 
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Est.imated 
CONSOLIDATED INCOME STATEMENT 

Bank Karya Produks1 Desa (BKPD) 
Lembaga Perkreditan Kecamatan (LPK) 

(Rp 000) 

BUD LPK 

Revenue: 

!nter~st earned 
Other incoaae 
Total 

640,196 
113,368 
753.564 

236,9'l3 
36,065 

2"3,008 

Earnings: 

Interest paid 
Wages and salaries 
Depreciation and other 
expenses 
Total 

118,351• 
271y 425 

221,812 
612,069 

Profit 50,j6~ 



--
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CONSOLIDATED BALANCE STATEMENT 
. Dank Kana Produksi Desa (BKPD) 

Lembaga Perkreditan Kecamatan (LPK) 
Estimated as of 1/31/84 

(Rp 000) 

BUD	 L'PK 

Asset!

Cash i u units 221,096 65,095 
Cash on deposit 134~ 740 6,013 
Loans outstanding 2,589,336 695,052 
Plant and equipment. 497,392 4.1 867 
Total assets 3.440,56/+ '7fl,OJ7 

Lia bili ties: 

Time deposits 545,425 4,000 
Savings deposit 930,050 101,986 
Loans payable ...... 386,996 194,707 
Other payables 230,406 294,107 
MPBG (1) 292,450 81,034 
Retained earnings 302,5G9 161,767 
Original capital 548,404 53,036 

3.236,319 896,929 

Unaccounted for 
resources (2) 204,245 (125.892) 

3,440,564 771,037 

(1)	 Kodal penjeujeuh bantuan Gubernu l' -

Special investment fund from the Governor'. office 

(2)	 The BKPD and LPK accounting and management information systems 
produce poor quality reports. Not all u~1t8 file reports and 
information is oft'!D missing and ill-defined. l'llie balance sheet 
provides what information is available as of 1/31/84 
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STATEMENT OF EARNINGS
 
BAOAN KREDlT KECAMATAN (BKIC) , CENTRAL JAVA
 

(FOR YEAR 1983 - AS OF SEPTEMBER 1983)
 

Revenues 

Interest.:	 Daily/Weekly Loans Rp 724,269,911 
Monthly/Seasonally Lo~ns 597, 5'. i. , 894 
Agricultural Loans 36,344,206 

Other Cash	 Receipts 176,686 

Other Income:	 &,339,048 

Total ae~ues	 Rp 1,471,155,058 

Expenses 

Interest paid to BPD Rp 67,822~ 319 
Salaries 113,699,147 
Audit/Supervision 44,746,101 
Operation Errenses 63,240,784 
Other Expenst~S 106,231,356 
Depreciation 1,088,693 

Total EXpeDllftS	 Rp 496, G28, 400 

Net Income	 97lt,326,658 
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Assets 

Cash 
Deposits in Banks 
Loans Outstanding 
Property & Equipment 
Reserves 
Other Items 

STAT~ENT OF FINANCIAL POSITION
 
BADAN KREDIT KECAMATAN (BKK), CENTRAL JAVA
 

FOR YEAR 1983 - AS OF SEPTEMBER 1983
 

Liabilities 

Rp 199,459,.564 Loana from Government 
113,203,848 Village Cash Deposits 

6,071,905.486 Savings Deposits 
232 1 470,106 Dinas and Othe~ Deposits 

1.041.800 Earnings to September 1983 
53,216,865 Retained Earnlnsa 

Rp 6,731,363,669 

Rp 1,250,655,137 
21,878,834 

~.,188, 074, 221 
11,043.334 

974,326,658 
3.225,385,487 

Rp 6,131,363.669 



--
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CAPITAL ACCUMULATION OF THE BKK SYSTEM 

Number Loans Overdue Borrowed 
Year of Units Out- • Payments Capital Sav:l.ngs Equity 

standi!!S-

In million rupiah 

1972 200 213.4 31.5 152...5 38.4 (-lJ.7) 
1973 350 498.3 89.8 306.0 110~ 7 (-8.2) 
1974 432 857.9 1.81.3 446 ..1 220..1 10•.5 
1975 465 1,096...3 245•.3 463.6 285 .. 4 101.9 
1976 486 1,.305.8 326.5 462.2 338.4 ~78_7 

1977 486 1,420.1 361.6 422 .. 0 336.3 2BO.2 
1978 486 1,581 .. 2 475.0 394 .. 3 385.5 .426.4 
1979 485 1,886.2 '.54.9 397.0 435.7 .598.8 
1980 485 2,507.7 561.0 500 ..3 565.9 880.5 
1981 485 3,319.5. 675.7 .572.2 733.8 1,337.9 
1982 485 4,8J.1.8 808.2 1,001.2 1,002.4 2,006.•1 
1983 486 6,241.1 968.7 1,303.7 1,264.0 2,704.6 
Oct. 

Source: BPD Central Java 

\

\0\
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BXK Comparative Balance Sheets 

Assets and 
Liabilities 

December 31, December 31, 
1975 1978 

(344 BKK) (397 BKK) 
(aillion of rupiah) 

- June 30. 
1983 

(486 BKX) 

ASget:s
cash 33.3 65.9 199.5 

Loan portfolio 894.4 1,463.6 6,071.9 

Savings deposits 
with BPD 6.1 16.2 113.2 

Materials building 
aDd equipment 

22.6 18.0 . ll2-5 

Other 
TOTAL 

7.3 
963.7 

1,631.6 
1,631.6 

53.5 
6,730.6 

Liab.tllties 
Provincial govern

lIent/BPD 349.8 311.0 1,250.1 

Kas desa 18.1 24.9 21.8 

Dinss deposits 22.8 11.6 71.0 

Mnber savings 247.3 359.7 1,188.1 

Retained earning. 199.3 669.4 3,22.5.3 

Met profits from 
proceding year 

TOTAL ; 
126.4 
963.7 

254.9 
1,631.6 

974.3 
6, '30. 6 

Source: BPD Central Java 
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D IC. K 

Nominal and Effective Monthly !Qtere~t R~tes 

Type of 
Loan 

Paybac.k 
Period 

Nomin.'ll Monthly 
Interest Rate 

(excluding savings) 

Effectively Monthly 
Iotere~t Rate (1) 

(excluding savings) 

Barian(2) 

PaS8ran 

!Unggu8n 

22 days 

60 days 

12 weeks 

4.8 

4.0 

3.6 

10.8 

6.9 

6.9 

Bulanan 3 months 3.3 5.3 

Lapanan 

MUdIl8n(3) 

175 days 

6 months 

3.4 

2.0 

5.6 

2.2 
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STATEHlIIf or rUIAllCIAL POSIno" LUtlBl1IIG .Ina NAGAII (LrII) 
\lEst SUKAT!1lA 

DECZKB!I 31, tta3 

Llabl11tle. and !qul:r 

Total Totl1 
(Ip 

000) (I,l 000) 

Cub 12.923 LoaD f~ 'roYiacla1 Covt. 130,9711 

lanlt Depoalta 11.083 LoaD froa BFD Vaat S~tara 131.214 

luwntory 25,442 s..'f'1ft1. IlfttlO:s1.u 645,581 

~an Qutltandlns l,252,6~ - Ho~oluetary Ip. 62%,081 
(11)% of loana au" be II' 
fozad 8a-.1l11l) 

- Vol_tal"? ip 23.&00 
Ott.1' 11:•• 39.616 

Ia..twa 

- c.pttal apz55,4ZD 
- Goyt. De..1QtIIIeDt rUDd. 

I, 19,932 

law_II !am... 

JUIfL&1I Total U.blllt1aa • !4u1t1•• 



AnN_ D..... 10 

STAIIN&MT 0' 'INAMClAL POIITIO. 
LPI iUHAn:1A IARAl 

110. YEAI. 1974 1975 1971'0 1977 157. U79 ueo 1911 1982 un 1983 
(14 untt) (49 uaH) (71 VIIlt) (IS ulllt) (169 uaH) (236 ull1t) (21] ulI1t) (322 ualt) (202 uDlt) (383 uDil) (414 ullh) 

A. ~ 12,HS 54,'86 94,156 143,301 249,400 396,512 B2,:'94 764,101 700,909 1,132,046 l,U2,670 

1. C..b 3911 3,541 ','24 13.041 23,680 34,7U n.4711 7',)19 SI.968 112.0!l6 94.S01 

2. ID..nCOrr 10 )J3 611 I,U. 1.610 1••0. ',27i n.lli4 11.629 20,887 

]. hak De,aelU 32 .57 1.60S 3.195 4,606 ~.469 

4. Loa". o.utandlna 11,954 49.111 10.419 121 •.506 212.144 ]]9,017 411.460 6~].Ul ~O'.24. 964,937 1,001.216 

5. 'r.-p.ld Ea...... 192 1.730 3,69.5 6,1U 10.U' 17.014 2....0 U,I61 

I. Ocbe .. IJ 172 70S I,U' 1,'IIlI 4.U3 '.:511 1.033 17.111li 32.7711 3D. no 

I, LlAa1L1TlIS la, ~)8 54,586 94,156 143,301 241.400 ]9f!,5U an ,594 164,10e 100, ge9 1.132,066 1,152,670 

7. Ad .... ace ••~nt. ill) Z,597 2.96' l,'" 7.501 9,762 10,1121 12,04Q 

a. 'ro"1111:1.1 Loa ..a 1,000 24,lIO :n,3)5 ]2,n' 60,161 82,324 92,'68 100.530 56,413 116.067 124.312 

,. '.nk Le."a .00 16.'16 35.1162 )f.4IS 40,7il 

10. Volunt.ry S."I... 464 1061 374 S'7 1.292 3,345 '.10] ',75] 12.06i 13,0'10 12,713 

11. 'oree" S....IIl1. 2,280 13,)45 J2.063 ",031 t3,574 156.399 243,736 ]11.130 Jill. an 5D2,227 53',315 

12. ....r ... 61 920 S,I47 11.71' 22,0" 41, O~2 68.121 lIO.as9 12),911 212,711 221.7t1 

13. Ctlwe!'r.:e::t :r....lop. 
I'Ultd. 117 562 I)] 1,374 ],171 5,178 8,6U jO,8C7 14,291 17,0)) 

14. Other 12 267 "Z 1.642 3,U5 6.116 1,60] 11.491 lO,loU ]8,026 36,895 

15. ,roUt/Lo.. 2,005 12.295 2%,954 ]j.lt2 60.208 94.667 US,OU \66,218 121, ]]6 196.198 15).110 
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Statement of Financial Position 
Per March 31, 1982 

BPD West Sumatera B~D West JavaBPD Ce nt ra1 Java 

As,ets 

Cash 10,062,442 3,192,652 11,237,000 
9,122,000Central Bank of Indonesia 8,485,848 1,088,372
 

Clearance guarantees 55,600 NIl. NIl.
 
989,000!amtes at other bank ';54,086 106,578 

Giro (notes ~eceivsbles) 61,485 2,283,542 1,615,000 
24,127 N/A

Sba~8 
14,419,334 B/A- Short term 

--Medium/long term 11,691,234 KIA 
413 7 828 lilACo PiDancing 12.000 

Fixed assets and Inventory 2,097,836 1,598 
At cost 2,335,192 NIl. B/A 
DepreciatiQn accumulation (493,924) HIA S/A 
Book Value 1,861,268 NIl. B/A 

321,853 NIl.Bad debts 
Miscellaneous (other) assets 1.145,371 681 

36;I41,371 53,'602 

Liabilities-
Account Statell~nt (cash at bank) N/A 13,066,933 27,706,OOO,911~754 

Giro notes (notes payable) 18,155,695 H!A 
NIA NI.\.lesional Cash 3,820,422 
NIA NIl.Other Pads funds 4,911 

2,387,940 2,166,000Other liabilities payable 1.917,754 
SaviDgs 2,692,284 1,842,OJ2 461,000 

605,310 4,979,165 5,052,000Time deposit 
Central Bank of Indonesia 13,619,668 NIA N/A 
Loan reedved: 
-KediWII/Long te1"lll: NIl. KIA 

-Obl1gation N/A NIA N/A 
-Other NIA 6,500,110 13,561,000 

-Short tem N/A 1,538,232 NIl. 
Co-financing 996,628 NIl. NIA 
Liabilities at other bank 281,130 N/A NIA 
Miscellaneous liabilities 95,093 NIl. 1,073,000 
Reserved for capital 1,584,592 NIl. NIl. 
Deposite Capital NIl. 1,909,650 2,092,000 
Guarante~ deposit NIl. 22,707 313,000 
Shares capital 3,055,800 KIA. 10,000,000 
Shares capital not yet deposit NIl. 7,908,000 
Donation capital 20 NIl. NIl. 

NIl.Kheellaneous NIl. 117,361 
leeerw 1,168,464 467,843 892 
-General rese rve NIl. 1,622,047 842 
.Previoua year earning NIA NIA 113 
Current year earning 3.165,179 1.646.941 721 

56,069,626 36,141.021 55,002' , 

l(.·.\( 
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A.Oper.tlout IDC_ 

lntere.t , Ilro noC.a ..rvice 
(fnc:_> 

'rovl.loD Cco..l.al~. Incoee)
 
Other provldoD
 
Utltu o..r,UDed 1111:_
 

I. OperatloAl1 ........
 

....plc'••/vorlt forc. coat 
..I.ry/...... 

Of rica co.t/raat 
'pecl.l work aupport/8onor 
"-lnte:utaca coat 
Official tr.vel coat 
Ir.nch 01!lc. co.t 
UUC.UdMI coat 
IU c"lIt 
Inten.t c..C 
IlIM coat 
OPrtacl.tlon co.t 
Other o.-ratlaul coat1',,,•• 
:;e, lit.....r.et.tlon
 
"-t.rlal co.t , ]r4 ••rer aary.
 

Tetat Oper.tl...l lap.nee. 

Oparatlnul ,raUt 

c. lJon-elle:-.tl_1 ..,..... 
Mon-oper.tlon.1 lnea-e 
Moo-opar.tlo...l c.aC 

'r,,'It
.r.wl..... Je.r proflc "laRc, 

Stat...nt of IIIml...
 
M.rch ]I,IISl-Karcla 31,1982
 

(i_ thou••Dd. rupl.b)
 

I'D Cenual J.v. 110 V••t Suaatr.
 
Un thou••Dda IlIpl.h) (in tho••••• rupiab
 

U81/Uez lta2 

~,7",24) 4.355.'02 

501,141 330,656
 
111,56'
 
I/A 221,341
 

6.399.9SlI 4.901.199 

.79.SIS 11P••11 

448,000 6.3/14 
112. !ISO 6.456 
339.95] •• ,lSi 

77 .254 tllA 
27.000 .'A 
26.818 fA'lt. 

7.614 II/It. 
110,352 1.0]6,136 

2."0 I/It. 
~U.002 111,1]0 
]2, ]66 2n,H2 
I/A ".ltO 
wIlt. 261.590 
"A 143,630 

3,243.7a4 3.284,0911 

3,156.175 1.623.60J 

nC.I.4 101,9'5 
(161! 1110) ( 85,599) 

9,oot 

3,165.179 1.'16,141 

)11'0 Weat J • .,. 
(til tbollaaad. rupl''') 

USt 

4.584,000 

229.000
 
lA/A
 
104,000
 

",111.000 

1.443 

WI,. 
tA/A 
lA/A 
I'A 
I/A 
le/4 
M/"

1,196 
I'A 

Ua,II30 
2]),'82 

4.UG 
262.590 
H/A 

4.174.000 

1~].OOO 

:23.000 
(45,000) 

23,346 

721.000 
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Major Rural Credit Programs 

Credit Interest
 
Program Rate
 

Kr~dlt Investasl 12%
 
Kecil (KIK) Per Annum
 

Kredl t Modal 12%
 
Kerja Permanen Per Annmn
 
(lQIKP) 

BIHAS/INKAS	 1% per
 
lIonth
 

ICredi t Candak	 1-2% per 
Kulak (KCK)	 month 

depands 
on 
maturity 

ltred1t Umum	 12% per 
Pepesaan	 annUlI 

inveatllent 
capital 
21% per 
annum 
working 
capital 

* Badan Kredit	 2-4.8% 
XeclUUtan	 (BKK) per lIonth 

depending 
on ..aturity 

* Lembaga	 same terms 
Perkred1tan and systems 
l(ec8l1a tan (J.PK) as BKK) 

Note 

Loan Size 

To Rp. 10 
milllon 

To Rp. 10 
million 

special 
p.ckage loan 

Rp. 2,000 
ip .. 15 7 000 

Rp. 10,000 
Rp. 1,000,000 

Rp. 10,000 
Rp. 100,000 

Maximum 
Maturity 

10 years 

3 years 

crop cycle 
or 7 mouths 

3 months 

up to 2 
years 

6 1I0nths 

Collateral 

Project Itself + t 

50% (maxll1U1l) 

Project Itself + 
50% of loan ~Mount 

(maximum) 

none. 
recotlllllendat:f.on 
from vilJ.lige 
chief or wQrur 

none, 
recommeudat.i.on 
of village chief 

required 

none, 
recommendation 
frail villase 
bead 

a credit system that will be lIupported in t.he proposed Dew project.* 
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Credit 
Prolraa 

• Bank Xary. 
Produkst Desa 
(BlPD) 

• LUlIlbung 1'1 t1h 
Nagan .(LPN) 

Interest Maximum 
Rate Loan Size Maturity Collateral 

1% per Rp. lOt OOO 6 months none, 
special: Rp. 100,000 recommendation 
4% monthly f roll village 
General loans 
"n declining 
balance 

10% semi to Rp. I.Sail. 6 lIlonths required, 
annually 80me unit. 

required only 
recommendation 
for small 
loans 
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OIGAHlZAtIONAL S'l'lUJCTUU PIlOYINCIAL DEVELOPMENT UB. WEST SUMATRA 
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LOAN PROCESSING PROCE~URES
 

IN mE BKX SYSTEM
 

( J
 
[ Borrow.r ]
 
[ )
 

r•,
• (1),(5) •,
• 

[ 1 (3) [ ) 
( BI:~ J [ Lurab ) 
[ ] (1) ( ]

••,
•,
• (4),
•
 

r )
 
[ eaaat 1
 
[ ]
 

(1) -	 I~r~over app11el for lOIn to IIX offic. or post 

(2) -	 I~ proc..... applic.tioa 

(3)	 - Appllcltloa brouabt to Lureh for certlflc.t1oa of ·credit rllk
and ·community 'tandin.- of borrower 

(4) -	 IntoraatloD pa••ed to Camat 

(5) -	 Loan livea to borrover 

Note:	 Action. ODI tbrough five arl for Urlt tim. borrowers. ActioD 
for follow-up lQan. between borrower and W if borrower has a 
lood repaymeDt record. Loan proce.a1aa takes approximately two 
we.k. for lD1tial loan. 
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LR ORGANIZATION 

• • • • • . • • . • • .1 Governor of It- .. - - - - -- ... - -- -IWellt Java• I 
• I I 

ladan I I,
Pemb1na.n B P D I 
• I r 
• I I 

I I 
I I 

ladan I . • • • • .1 Bupat1l I. • • • • • .1-, B P D 
Pellb1n••a I · I Wa11kota I Cabana 

• I I 
I ,I 

• • • r Inspector I· ,
• Kabupaten I I 
• I I,
• I . I • • • • • • • • • • • .1 I 

r C a II a t I I 
I I ,I I 

• I 
0• • • • • • • • • •t t I· 1-----------I LPI 

I -
I 
I 

Borrowers 

• Supervisionl 
Funding 

• • • • • • • Coord1nar:1on 
• Control 
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BKPD Or~ANlZATION 

B R I 
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I 
I 
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Badan I . • • .1 Governor of I . . • . . . • I l! R r 
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LPN t-lEST SUMATERA 
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ORGAN1ZATIONAL STRUCTURE OF BPD WEST JAVA 

PROVINCIAL AUDITINGI 
DIRECTOR BODY 

I
 I
DIRECTOR
 'ADVISORY BOARD
---------

1
 I
I

I I
 I
Plannir.g Credit }o'!oance General

Operations I 
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Personnel Auditing SecretarW-1 
I
 ,
Banking BureauResearch Accountinl~ BPDBureau 

Bureau Bureau Bureau_----.'"'---I I 

•

I
I
I

I----r---,
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I
I
I
I
 

I
I
 

LPK Development
I

I
I,
I
I
I

I,
I
I

'I I, 

I
I

I
I,
I
I 

II

!
'-TrninIng
I Beetlon T

I
 
Auditing Auditing
 
Section Section
 

000 0 000 f.REA BPD 
L P K UNITS OffIces 

--'.'.~ .......
 

I
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ORGANIZATIONAL CHART 
MINISTRY OF FINANCE 

I 
I 
I Mi.n1-ster . I 

I 
I 
f 
I 

Inspector	 I Secretary 
General	 I General 

I 
I 
I 

I	 I I
I 

I	 I I, --.tDirector Dlr. Gen. D1r. Gen. .
 
General Domestic IInternational I
 
Budget Monetary I Monetary I
,Affairs I AffaJrs 

,I , ._,
I -,	 r, I I I r I I State- I I I I ':Food Aifairs I 

IFinancial I I Owned I J Investment I I National Iand Nou-Tax I 
!Institutions I , Companies ! ! Directorate I I Wealth IRevenues I 
, D.i.rectorate I I D1 rec t:ora te I ! I I Directorate IDirectorate I- -

\
1\ 

, ' " \. ;' 
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Ministry of Home Affairs 
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EstImated Capitalization Schedule 
(aOI and AID Funding) 

Central Java 

Found~t1on Capital: 
(For units classified in ranka 3, 4 and 5) 

Total Capital Inputs 
Estimated Number of units LOP 

$1,300,000 
339 

Expansion Capital 
(For units classified in rauks .: and 2) 

Total Capital Inputs 
Est1~~ted Number of units LOP 

Sl,200,OOO 
295 

Total Capital: 
GOl Estimated Funds: 
AID Proposed Funding: 

*2,500,000 
1,500,000 
1,000,000 

Zs timsted Cap1talh:atioDschedul!:. 
(GOl and AID Funding) 

Wes t Sumst e ra 

Foundation Capital: 
(For all units) 

Total Capital Inputs $2,000,000 
Eatimated number of units 561 

Total Capital: $2,000,000 
GOI Co~tted Funding: 1,000,000 
AID Proposed Funding: 1,000,000 

\ 
\ \ 

I, ; \, 
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Estimated Capitalization Schedule 
(GOl Bnd AID Funding) 

West.: Java 

Foundation Capital: 
(For units classified in ranks 3, 4 and 5) 

Total Capital Inputs 
Escimated number of units 

51,300,000 
288 

Expansion Capital: 
(For units classified in ranks 1 and 2) 

Total capital inputs 
Es timated number of un! ts 

$100,000 
160 

Total Capital: 
GOl Proposed Funding: 
Aln Proposed Funding: 

S2,OOt),OOO 
1,000,000 
1,000,000 
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Model 

Televedio 
T5-S16/40 

Televideo 
TS-SOOA 

Televideo 

Mf..-84P 

cx-no/55 

Software 

TIS-36-S00A 

-CURRENT BPD CENTRAL JAVA/BKK EDP EQUIPMENT 

Specifications 

Service processor, 128KB dynamic ~\M, 

16 terminal capacity, 42.7MB 8" 
Winchester hard disk t 17.4MB tape 
catr1dge drive 

12- assynchronous desktop intelligent 
workstation, 64KB dynamic RAM 

12- 8ssynchronous desktop intelligent 
workstation, 64KB dynamiC BAK, 2 
floppy disk drives (each double sided, 
double density, O.5MB) 

OK! bidirectional riot matrix printer 
200 CPS. 136 columns standard 
characters, 230 columns conde11Bed 
type. serial interface 

c. ITOH Starwriter daisy wheel
 
printer, 55 CPs, 163 columns,
 
centronics parallel interface
 

MmmOST ver~lou 2.11, CP/M 2.2 
(operating systems; Optimum, 
dBase !I, dUtil. dGraph, Quickcode 
(data h~se management); supercals, 
Multiplan, Microplan/Teleplan 
(electrouic spread sheets); 
Wordstl1r, Spellsta r, Mailmerge 
(wordproceRsing); Statpack 
(statistics; Milestone (pl;anning); 
MBASle (1nterpretre), CBASIC 
(co~piler); Stats Graph, Super Chart 
(special business graphics); 
Tele Async (telecommunications); 
diagDostic diskette for TS-aOO Series 

Uninterrupted power supply and 
stab1l1zer~ 500 watts 

Quantity 

One 

Three 

One 

One 

One 

One 

, 
, I , 
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Estimated Technical Costs 

LIT	 Advisors: 

171	 person month ~.S21,250 (average person month cost)
 
Estimated total LIT advisor cost - $3,633,750
 

Assumptions: 
LIT Base monthly cost 16,500 (1) 
LIT	 Average monthly cost 21,250 (2) 

(1)	 Figure based on a/FIN
 
$128,000 year SPSC costs + 54,SOO/mo
 
(100% OB on salaries + 9% f!xed fee
 

(2)	 Figure based on future value:
 
of 16,500, 3.5 yra, 7.5% iocrease ear.h
 
yeRr.
 

SiT	 Advisors 

61	 person .onths @$21,350 (a~rage person month cost) 
Estimated total SIT advisor cost • $1,302,350 . 

Assumption.. : 
SIT base monthly cost 16,550 (1) 
SIT average monthly cost 21,350 (2) 

(1)	 Figure based on a/FIN
 
$13,000 ~sc 60 day costs + 100%
 
DB on salaries + 9% fixed fee
 

(2)	 Figure based on future value
 
of 16,550, 3.5 yr~, 7.5: increase eacb year.
 

Total estimated LIT and SIT advisor cost  54,936,100 
Indonesian sub-contractor services for evaluation 100,000 
Other technical assistance contingency 130,000 
Contingency 333',900 
Total estimated technical assistance $5,500,000 
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Estimated Equipment List for Typical Branch Unit 

One (1) Fireproof safe approximate fsze 70 
Estimated cost US$ 500 

cm x 50 em) 

One (1) Manual 18" typewriter 
Estimated cost USS 600 

One (1) Calculator with printout, battery operated, 
10 digit display 
Estimated cost us$ 70 

Total estimated cost per branch unit: 
05$1,170 (year one prices) 

Total estimated proj~ct cost: 
US$2,OOO,000 (LOP cost) 

( \ 
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TRAINING BUDGET ASSUMPTIONS 

flest Java: 

1. New Petugas -

New petugas take 8 two week training program that includes 
BPD/BKPD/LPK aetivities, banking philosophy and operat1onals. Each 
new petugas. It" is estimated that 1593 people will require this 
training over the LOP~ 

Base year per person training cost - ~US396. Average LOP per 
persoD training cost adjusted for cost i:~creases of 10
 
percent/year. 5 year period • SUSSl7.
 

1593 (LOP nu.ber of trainees) x SUS517 • $05823.581 

2. New Petugas, start-up units -

New petugas 1n units reestablished will participate in an 
apprenticeship program aod be placed 1n a work-study position at a 
good perfonnming BXPD/U!K. un.ic for one mont...'l. It is estimated that 
500 new petugas will participate over LOP. 

Base year per person training cost • ;US75. Average LOP person 
training cost adjusted for cost increases of 10 percent/year, 5 
year period • $05100 

500 (LOP nuaber of trainees) x $U5100 • $0550,000 
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3. Petugas -

Petugas already working at a functioning BKPD/LPK unit at the 
begin111g of the project will be given skills up grading training 
once every two years. This program will include training in basic 
operating skills, such as accounting and reporting, and in new 
products to be marketed by the BKPD/'LPK, such as small indllstry. 
loans and saving mobilization programs. Shown 1n subsequent 
tables. approximately 2426 trainees are expected over LOP. 

Base year per person training cost • $U5396. average LOP per 
person training cost adjusted for cost increases of 10 
percent/y~r. 5 year period • SU5517 

2426 (LOP number of trainees) x SUS517 • IU51,254,242 

4. Pengawas -

Because of their important supervisiun function. it 1,5 essential 
that p8tJgawas are fully trained and t.hat training is continually 
up-graded. For the first. two years Pengawas will be gi7eu two week 
training at the BPD twice each year on operational, auditing and 
market development skills. For the years 3 to 5 training sessions 
will last one week and occur twice each year. 25 pengawas will be 
trained. 

For years 1 - 2: Base year training coet • 50S396. Average p~r8on 
train~ng COlt adjusted for eost increase of 10 percent/yeAr, 2 year 
period" $U5416. 

100 (years 1 - 2 number of trainees) x $0S41& • $U54l.600 
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For years 3 - 5: Base year per person training cost • $U5264. 
Average person training cost adjusted for cost increases of 10 
percent/year, 3 year period • $U5308 

150 (years 3-5 number of trainees) x SU5308 • $U546,200 
Total training costs years 1 - 5 • $U587,800 

In addition, the pengawas will be brought together in a th~ee day 
conference to discuss special topics relating to operations, future 
planning, p~rsor~el matters, or other issues relevant to the 6ystem 
as a toThole. The conference would include all pengawas and be "held 
three timeg over LOP. 

Base year per person training costs • SUSlOO. Average LOP- per 
person training cost adjusted for cost increases of 
10 percent/year, 5 year period • iUS130 

75 (LOP number of trainees) x $US130 ~ $US9,750 

5. Camats, Kepala Units, Lurahs -

Camats, petugas and lurahs will be g1 ven the opportuniry to visit 
good performing BKPD/LPK units outside of their own district. 

Sa. Camata -

The c&mats will spend four daya visit1ng other camata in successful 
areas, studying their role in prolloting and guiJing DKPD!LPlt 
activities. ApprOXimately 300 camats will participate ~~ tiaes in 
this comparative study over LOP. 

I ' C,\; 
\

() 
' 
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Base year per person training cost a $U5115. Average LOP per 
person training cost adjusted for cost increases of 10 
percent/year, 5 year period • tU5150 

600 (LOP number of trainees) x $U5150 • $U590,000 

SD. Kepala Units -

The BFKD/LPK Kepaln units will visit innovative BPKD/LPK units 
outside their own districts for a four day comparative study of the 
role of a kepala unit in a successful operation. Approximately 275 
kepala unit will visit other BKPD/LPX uaits over LOP. Three visits 
over LOP are planned. 

Base year per person training cost • $IJS92. Average LOP per pe.r.aon 
training cost adjusted for cost increases of 10 pereent/year, 5 
year period -;U5120 

825 (LOP number of trainees) x SUS 120 • iUS99,OOO 

se. Lurahs -

The lurahs fro~ villages with poer performing units will trav--l to 
areas with good performing unite for a one day comparison study. 
They will ~eet other lurahs with fully operational posts to learn 
the lur3h's responsibilities and how to pl~ote and admiuistar the 
program at the village level. Approximately 960 lurabs from 150 
BKPD/LPY..s will take part in this program. The lurah would visit 
other units only once. 

Base year per person training COlts • $U520. Average LOP per 
persoo training cost adjusted for cost iocresse of 10 percent/year, 
5 year period • $U527 
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960 (LOP number of trainees) x $U527 .. SUS25.920 

6. Badan Pembinaan -

Members of the Badan Pemblnaan (Governor's office, BPD, and 
BAPPEDA) will take part in a 2 week comparative study program to 
visit development banks. central banks and other financial 
institutions linked to village level credit institutions. Trovel 
l.,ould be to other Taiwan, Philippines and Korea. Two groups of 
five participants would take part LOP. 

Base year "per person training costs - $US2,300. Averag~ LOP per 
person training cost adjusted for cost increase of 10 percent/year. 
5 year period • $U53000. 

10 (LOP number of trainees) x $053000 • $0530.000 

WestJava estimated cost of training~ 

Total domestic $052,440,213
 
Total international ... 30, 000
 

Total $U52,470,293
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WEST JAVA BPD/nKK ESTIMATED TRAINING COSTS 

Trainee Period Location Frequency Type of Training Number of 
Trainees 

Cost I 
Trarnee 

Total Estimated 
Cost 

New Petugas 2 weeks BPD Bandullg .1 time each Formal BasIc 1593 LOP $ 517 823,581 

New Petugs9 1 month Good units 1 time each Work-study 500 100 50,000 

Petugsa 2 weeks BPD Bandung 1 time! 
2 years 

In-service 
Update Tralr.lna 

2426 LOP 517 1,254,242 

Pengawils 2 weeks BPD Bandullg 2 Umes/yr 
5 yrs. 

Formal 2501 351 87,800 

Pengaw8s 3 days BPD Dandung 3 times Conference 75 130 9.750 

Camatn 

fetugas 

4 daya 

4 days 

Various 
BKPD/LPK 
Units 

2 tillles! 
each 

COIllpa rat i ve 
Study 

300 
825 

150 
120 

90,000 
99,000 

Lurabs 1 day 960 27 25,920 

Total Domestic Training 2,440,213 

BPD Badan 
Pe~blnaan 

Members 

2 weeks International 2 times Comparative Study 10 LOP 

Total International Training 30,000 

Total Training $2,470,213 



Annex F. page 7 

WEST JAVA EMPLOYEE AND STAFFING LEVEL BSTIHllTES 

Year 

Total Positions 

1 

971 

2 3 4 5 
Total 

1600 

Current 
New Positions 
@217 + 103 
units (320)(8) 

977 
632 

1600 

Turnover/Yr. 195 195 170 193 ~17 

flew Positions 
Added/lr 

0 156 156 156 155 623 

Current Yeae 
Beginning 
Employees 977 977 1133 1289 1445 

Total 
Employee. End 
of Year 917 1133 1289 1445 1600 

Total 
"New.. 
Employees/Yr. 195 351 326 349 372 1593 

Total 
"Old" 
Employees 782 

(391) 
182 

(391) 
1615 
(808) 

1096 
(5/t8) 

1228 
(614) 
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TRAINING BUDGET ASSUMPTIONS 

C""i\l:ral Java:
 
AlL calculations are hased on actual BPD/BKK Training hctivities
 

1. New Petugas -

New petugas will take a two ueek training program that includes 
BPD/BKK activities, bank.iug philosoph}' and operationals. Each 
new petugas ~ill attend. It is estimated that 1900 people will 
require this training over the LOP. 

Base year per person training cos~ - $U5396. Average LOP per 
person training cost adjusted for cost 1ncl~ases of 
10 percent/year, 5 year period - $U5517. 

1900 (LOP number af trainees) x $OS517 • 505982.300 

2.·New Petugas, 9tart-up units-

New petugas in units rel~stablisbed ."ill participate in an 
apprenticeship prograll and be placed in a work-study position 
at a good perfot1mDing BKK unit for one month. It is estimated 
that 500 new petugas will participa~e over LOP. Base year p~r 

person training cost • $U875. Average LOP person training cost 
adjulted for cost inc~~age8 of 10 percent/year, 5 year period • 
$U5100 

500 (LOP number of trainees) x $05100 • *US50,OOO 
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3. Petugas -

Petugas already working at a functioning BKK unit at the 
beg1ning of the project will be glven skills up gl"ading 
training once e~ry two years. This program will include 
training In basic operating skills, such as accounting and 
reporting, and in new products to be marketed by the BKK, such 
as small industry loans and saving mobilization progI'3!Ils. 
Shown in subsequent tables, approximately 3800 trainees are 
expected over toP. Base year per person training cost = 
$U5396. Average LOP per person training cost adjusted for 
cost increases of 10 percent/year, S year period ~ $U5517' 

3800 (LOP numbe~ of trainees) % $USSl7 • $USl,964,600 

4. Pengawas -

Because of their important supervision function, it 1s 
essential that pengawas are fully trained and that training is 
continually up-graded. Pe:2gawas will be given one week 
training at the BPD twice each year on operational, auditing 
and market development skills. 35 pengawas will be trained 
over LOP. 

Base year per person training costs • $U5l98. Average LOP per 
person training cost adjusted for cost increasea of 
10 percent/year, 5 year period m $U5258 

350 (LOP num~r of trainees) x iUS258 • $U590,300 

!n addition, the pengawas will be brought together in a three 
day conference to discuss spec~al topics relating to 
operations, future planning, personnel matters, or other 

(~\
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issues relevant to the system as a whole. The conference 
would include all pengawas and be held three times over LOP. 

Base year per person training costs" iUSlOO. Average LOP per 
person training cost adjusted for cost increases of 
10 percent/year, 5 year period • SUS130 

105 (LOP number of trainees) x SuSl30 • $US13,650 

5. Camats, Kepal~ Units, Luraha -

Camats, petugas and lurahs will be given the opportunity t'o 
visit good perfol'Dl1ng BlCIC units outside of their own dist.r1e.t. 

SA. Camats -

The camats will spend four days visit~ng other camats in 
9uccessful areas~ studying their role in promoting and guiding 
BKK activities. Ap~roximately 250 camats will participate two 
times in this comparative study over LOP. 

Baae year per pertion training cost .. $USl15. Average LOP peT 
person training cost adjusted for cost increases of 
10 percent/year, 5 year period ~ $US150 

750 (LOP number of trainees) x ;oS150 .. $U51l2,500 

5B. Kepala Units -

The BKK Kepala units will visit innovative BKK units outside 
their districts for a four day comparative study of the role 
of a kepala unit in a successful operation. Approximately 400 
kepala unit will visit other 1L.'tK units over LOP. Three visits 
over LOP are planned. 

(
 
('\'J 
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B~\se year per person training cost .. $US92. Average J,OP per 
person training cost adjust(~d for cost increases of 
10 percent/yea~, 5 year period • $US120 

1200 (LOP number of trainee~) x SUS 120 • $USl44,OOO 

se. Lurahs -

The lurahs from villages with ponr perfonling units will 
travel to good perform~.ng units for a one day comparison 
study. They will meet other lurahs with fully operational 
posts to learn the lurah's responsibilities and how to promote 
and administer the program at the village lewl. 
Approximately 750 lurahs frcm 150 DICKs .111 take part in this 
program. The lurah would visit other units only ooce. 

Base year per pe~son training costs" SUs20. Average LOP per 
person training cost adjusted for cost inc~ease of 
10 percent/year, S year period'" $U52.1 

750 (LOP nmnber of trainees) x $U527 • SVSlO•.250 

6. Badan Pemblnaan -

Members of the lSadan Pembinaan (Governor's office, BPD, 
BAPFEDA, Kooperasi) will take part in d 2 week comparative 
study program to visit devel~pment banks, central banks and 
other financial institutioua linked to village level credit 
Institutinns. Travel would be to other Taiwan. Philippines 
and Korea. Two groups of five participants would take part 
LOP. Base year per person training coste • 5U52,300. Average 
LOP per person training cost adjusted for cost increase of 
10 percent/year) 5 year period • $U53000. 

\ 
(\ ( 
, \ '; 
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10 (I~P number of trainees) x $US3000 ~ SUS30,OOO 

Central Java estimated cost of training: 

Total domestic $USJ, J 77 , 600 
Total international 30,000 

Total SUS3,407,600 

(' j\ 
\ \ \ 

"\ \
\ . 
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CENTRAL JAVA BPD/BKK ESTIMATED TRAINING COSTS 

Trainee Period Location Frequency Type of Training Number of 
Trainees 

Cost/ 
Trainee 

Total Estimated 
Cost-

New Petugae 2 weeks BPI> SelDa rang 1 time each Porma1 Basic 1900 LOP $ 517 S 982,300 

New Petugas 1 month Good 
Perfomlng 

.1 month Work Study 500 150 50,000 

(start-up 
units) 

BKKs 

Petug38 

Camats 
KepRla Units 
Lurahs 

10 days' 

4 days 
4 days 
1 day 

BPI) Semarang 

•Various OKK 
Units 

1 timel 
2 ),re • 

3 timesl 
eRch 

In-service Update 
Training 

Comparative 
Study 

3800 

150 
1200 

750 

517 

i50 
120 

21 

1,964,600 

112,500 
144,000 

20,250 

PengawBa 1 week BPD Semarang 2 Umesl 
yeBr 

Foasl 350 258 90,300 

Peng9WftS 3 days DtJD Semarang 3 times Conference 105 130 13,650 

Total Domestic 
Training 

3,377.600 

BPD Badan 
Pembinsan 
Hellbers 

2 weeks InternatIonal 2 times Comparative Study 10 

Total International 
Training 

30,000 

1'0tal T~alning 3,407,600 
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CENTRAL JAVA BRK EMPLOYEE AND STAFFING LEV~L ESTI~\TES 

Year 1 2 3 4 5 T01'AL 

Total Positions 1237 2455 1218 new positions 
600 turnover 1n current 

positions over 5 years 

Turnover/Yr. (160) (120) (120) (100) (l00) 

New Positions 
Added/Yr 

244 244 244 244 242 1218 

Current Year 
Beglll1\ing 
Employees 1237 1481 1125 1969 2213 

Total 
Employees End 
of Year 1481 1725 19(,9 2213 2455 

Total 
"New" 
Employees/Yr. 404 364 3b4 344 342 1818 

Total 
"Old" 
Employees 1077 

(539) 
1361 
(681) 

1605 
(803) 

1869 
(935) 

2113 
(1057) 
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TRAINING BUDGET ASSUMPTIONS 

West Sumatera: 

1. New Petugas -

New petugas will take a two week training program that includes 
BPD/LPN activities. banking philosophy and operationals. Each 
new petugas will attend. It is estimated that 562 people will 
require this traicing over the LOP. 

Base year pet' person trainiQ3 cost: - 5U5396. Average LOP ~er 
person training cost adjusted for cost increases of 10 
percent/year, 5 year period - SUS517. 

562 (LOP number of trainees) % !tUSS17 • S11829O.554 

2. Petugas-

Petugas already working a~ a functioning ~D/LPN will be gi~n 
skills up gr:tding training once every two years. This -program 
will include training 1n basic operating skills, such as 
accounting aDd reporting, and in new products to be marketed by 
the LPN, such as small industry loans and saving mobilization 
programs. Approximately 4242 trainees at'e est1mat~d over LOP. 

Base year per person training cost • $U5396. Average LOP per 
person training cost adjusted for cost increases of 10 
percent/year, 5 year period • *05517. 

4:42 (lOP number of trainees) x ~US517 • SUS2,193,1l4 

\
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3. Pengawaa-

Because of thei~ important supervision function, it is 
essential that pengawas are fully trained and that training is 
continually up- graded. For t.he first two years Pengawas will 
be given two week training at the BPD twice each year on 
operational, auditing and market development skills. FaT years 
3 thru 5 of tne project training sessions will last one week 
and occur twice each year. 12 pengawas will be trained. 

For years 1 - 2: Base year training cost • SUS396. Average 
person training cost adjusted for cost In~re8se of 10 
percent/year, 2 year period • $U5416. 

48 (years 1-2 number of trainees) x $US416 • $0519,968 

Por years 3 - 5: Base year per person training cost • SUS264. 
Average person training cost adjusted for C~8~ increases o£ 10 
percent/year, 3 year period • $U5308. 

72 (years 3-5 number of trainees) x $U5308 • $U522,176 
Tota~ training cost years 1 - 5 • SUS4~,144. 

In addition, the pengawas will be brought together in a three 
day conference to discuss special topIcs rela~ing to 
operations, future planning, personnel matteIS, or other issues 
relevant to the system as a whole. The conference would 
include all pengawas and be held three times over LOP. 

aase year per person training costs • $U5100. Average LOP per 
person training cost adjusted for cost 1ncreas~s of 10 
per:~nt/year, 5 year period • $U5130. 

40 (LOP Dumber of traiae6s) x $U5130 • $055,200 
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4. Camats, Kepala Units, Lurahs -

Camats v1~1t good performing LPN units outside of their own 
d:lstrict. 

4a. Camats-

The camats will spend four days visiting other eamats 10. 
successful areas, studying their role in promoting and guiding 
LPN activities. Approximately ao camatg will participate two 
times in this comparative study over LOP. 

Base year per person training cost • $USllS. Average lOP per 
person training cost adjusted for cost 1cscreases of 10 
percent/year, 5 year period • $U5l50. 

160 (LOP number of trainees) x $US150 • $11524,000 

5. Badan Pelllbinaan -

Members of the Badan Pembiaaan (Governor's office, BPD, and 
BAPPEDA) will take part in a e.cmparac1.ve study ~lrogram to visit 
development banks, central banks and other fina~~ial 

Institutions linked to village level credit institutions. 
Travel would be to other Taiwan, Philippines and Korea. Two 
groups of five participants would ta;~ part LOP. 

Base year per person training costs • tU52.300. Average LOP 
per person training cost adjusted for cost increase of 10 
percent/year. 5 year period • SUS3,000. 

10 (LOP number of trainees x 5U53.000 • $U530,000 
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WEST SUHATERA LPN EMPLOYEE 
AND STAF'FING LEVEL ES'rlHATES 

Year 1 Year 2 Year 3 Year 4 Year .5 Total 

Total 
Positions 561 x 3 • 1683 

'rurnover/ 
'fr. 42 42 42 42 49 

New positionsl 
added/yr 281 281 562 

Current year 
beginning 
~mployee8 1683 1683 1683 1683 1964 

Total 
employees 
end of year 1683 1683 1683 1964 2245 

Total new 
employees/yr 42 42 42 323 330 779 

Total "old
employees 1641 

(821) 
1641 
(821) 

1641 
(821) 

1641 
(821) 

1915 
( 958) 4242 
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WEST SU~~TERA BPD!LPN ESTI~L~TED TRAINING COST~ 

Trainee Period Location Frequencl 
Type of 
Training 

Number of 
Trainees Cost/Trainee 

Total Estimated 
Cost-

New Petusas 2 weeks SPD Padang Once Formal 562 LOP $517 $ 290,554 

Fetuges 2 weeks BPD Padang One/two 
years 

Formal 4242 517 2,193,114 

Pengowas 1-2 weeks BPD Padang ':rwlce yearl 
five year 

Fa 1'111 a1 120 351 42,14 /• 

Pengsw8s 3 days BPD Padang 3 t.l~e~ Conference 40 130 5,200 

Camat8 4 days Varioua 
LPN Unite 

3 timesl 
each 

Comps rat! lie 

8tudy 
160 150 24,000 

Total Domestic 
'training $2,555.012 

BE'D Badan 
Pembinsan 
Members 

2 weeks International 2 times Compa ra t i VB 

Study 
10 

'&'otal 
International 
Training 30,000 

1'0 tal $2,58S,012 



West Sumatera estimsted cost of training: 

Total domestic SUS2,555,012 
Total international tus )OzOOq, 

Total $US2,585,012 
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DRAFT 

ACTION MEMORANDUM fOR AA!ASIA 

Subject: Vehicle Waiver Request 

Problem: Your approval is required to waive restrictions of Section 636 
of the Foreign Assistance Act of 1961. as ame~ded (the Act). and to 
authorize a source/origin componentry waiver allowing the purchase of 46
jeeps and 5 mini-buses. All of thes~ vehicles are assembled in Indonesia 
using components f.rom the United States or Code 935 countries. Under 
Delegation of Authority No. 40. you have the autho~ity to waive 
source/origin requirements for the procurement of commodities up to 
$5.000,000 per transaction. 

(A)	 Cooperating Country: Indonesia 
(B)	 Project: Financial Institutions Development (497-0341) 
(C)	 Authorizing Document: 
(D)	 Description of Goods: 46 AMC C-J7 jeeps (eas) 

5 Toyota 12 passenger mini-buses (diesel) 
(E)	 Appro1imate Value: ;U8475.OO0 
(F)	 Source: Indonesia (components from U.S. and Japan) 

Origin US (approx. $9,300) and Japan (approx. $9,000). 

Discussion: The subject of vehicle waivers in connection with 
procurement for AID-Financed projects in Indonesia has been thoroughly 
addressed in the past several years. The most comprehensive guidance was 
provided in a blanket waiver signed 'by the Administrator on August 17. 
1981, for the purchase of 200 jeeps and sedans. This vas more recently 
followed by a waiver signed' by you on March 28, 1983 for the purchase of 
117 jeeps, pick-ups, and vans. 

In an effort to foster the domestic vehicle assmbly industry, the 
Government of Indonesia (GOl) restricts the importation of completely 
built-up foreign vehic:.les when such vehicles are assemblt!d locally usiDg 
imported components. Source/origin waivers for the purchase of non-US 

vehicles under these circumstances have been approved in the past on tbe 
condition that (A) the vehicles are clearly needed to insure project 
success and (B) the potential for other donor or Gor financing has been 
explored with the conclusion that there is no alternate source of 
financing to USAID. 

A. AMe CJ-7 Jeeps. The vehicle. in question are necessary to transfer 
the exceptionally rough roads in project areas. As outlined in the 
Project Paper, area supervisory play a critical r~le in the e~ficicnt 

operations of rural financial institutions. Super,~sors must have the 
mobility to visit up to twenty widely disbursed units on a regular 
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basis. Wi thout the vehicles supervisors would need to rely or, pubhc 
transport which is very erratic and could not cover the 20 miles or so 
bet~een units. Supervisors are also frequently called upon to transfer 
physical funds, personnel, office equipment and materials between units. 
One jeep ~ould be stationed in Jakarta for consultants and GO! use. 

The 46 AMC Jeeps 1n this waiver request are assembled in Indonesia by 
Jakarr.a Motors, an Indonesian company operating under License from' 
American Motors Company in the US. AMC officialn in the US have 
reconfirmed their preference that AID purchase jeeps in Indonesia from 
Jakarta Motors rather than from AHC in the US. Thus, there is no 
objection from the only US manufacturer in the market for these ve!ucles, 
and approval of the waiver will have the added development affec.: of . 
assisting an Indonesian US-Licensed enterprise. 

It 1s AID policy, when vehicle waivers are pTOpoSed, to give preference 
. to procurement of locally assembled vehicles using predominantly US-mad~ 

components. AMC vehicles assembled by Jakarta Motors meet this 
criteria. Allowing their procurement will serve bo-:h US commercial and 
local interests. Nevertheless their price wi.ll be audited by the Missiou 
to insure it 1s reasonable giwn post procurements. 

B. Toyota Mini-Buses: Five, t~elve passenger Toyota Mini-buses are 
requested. These vehicles will be based at provincial bank headquarters 
and in the capital city and used for: (1) transporting traluees; (2) 
in~pectloniauditing trips by headquarters based managers and advisors; 
and (3) inspection/auditing tti.ps ~ supervisors based at the provincial 
bank headquarters but responsible faT. supervision of outlying units. The 
waiver justification is based on mini-buses 1n the US. Even if such 
right-hand drive vehicles were to be ordered fro~ the US on a special 
basis, there would be a lack of servicing and spare parts facilities for 
those ver~cles in Ind~ne8ia. The Toyota min1-buses are locally assembled 
using predominantly Japanese componentry. There are no locally-assembled 
mini-buses using US componentry. In both the AMC and Toyota cases the 
associated taxes will be borne by the GOl. 

~commendation: For the reasons presented above, pursuant to Bai:Jnbook 1, 
Supplement B, Paragraph 4C2.d) it is recommended that you: 

(1)	 Conclude that specj,al circumstances exist meriting a waive= of the
 
provisions of Section 636(i) of the Act;
 

(2)	 Applove a source/origin waiver for the project loan from AID
 
Geographic Code 941 plus the Cooperating Country to Code 935 :or
 
procurement of the Toyota MiDi-buses described above.
 

(3)	 Approve proprietary procurement of the }.MC vehicles and Toyota
 
Mini buses j and
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(4)	 Certify that exclusion of procurement from other than the 
Cooperating Country and Countries included in Code 941 would 
seriously impede attainment of US Foreign Policy objectives and 
objectives of the foreign assistance program. 

Approved 

Disapproved 

Date 

,I". 

\0'< 
'.) 



R~PltJJSL!C OF INDONESIA
 
NATlONAL DEVELO'MENT fttANNING A~NCf(
 

JAKART~ JNDONESL'
 

No.: I,) II ID.I/f/1984	 Jakarta, lS MU ' , 1984 

Mr. William P. Fuller
 
Director
 
USAID Mission
 
c/o Amerie:m Embassy
 
Jakarta
 

Re Financial Institutions DevelQpment Project 
_.._---------------------------".-------_...., 

Dear Mr. Fuller, 

On behalf of the Government of Indon~sia, we he~eby rcquast a 10.m of 

up to fifteen mmion five hundred thousand United States Dollars ($ L'i.500,~lOO) 

and a grant of up to three million United States Dollars ($ :3,000,000) to 'im

plement the above project. The Government of Indonesia will pl'ovide the 

rupiah equivalent of $ 9,250,000 in cash and in kind to support this project 

over its planned seven (7) years life. 

The purposes of the project are as follows 

1.	 To support the development 01 existing loc()] rural credit 

systems that provide financial intermediation for village 

residents at reasonable and self sustaining cost; 

z.	 Tq produce 10a11 portfolios of employment generating 

activities and 

3. To promote savings mobilization. 

The project will be implemented by the Ministry of Home Aff.w-:: and t.be 

Ministry of Finance and their implementing units. 

Looking forward to your favorable consideration. 

::'" - ... , C:::cerelY yours,." --- T~· ,<:- --, " ,') ~J1AoY'" 
\. ..... . . 

, MU¢1tarudin Siregar\. 
" . ..f)eputy Chairman 

...-...._,.,.,...
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• It P D 

tn"ollle S;at~WI'.!:'It 

no YIll nt YIl3 ya" US YI6 YR7 
Ann..al 
COlipoundelS 
lnr-reel". 

I"c"",e -

tnterellt levenue 1,309,880 2,030,151 3.162,115 5,031,340 7,763.923 11,970,016 la,383.933 55.31% 

E."en.... -

Int ... rest P.. Jd IIVD I.oan" 
Int_nltt raid Other O"'I'0lllt. 
Inler~.t Pllid 94vtnlll Depo.lt. 
11...1 Debt 
8"hrll''' 
Otl'el" U""r.t10n.l eo..u 

209,309 
167,409 

97,100 
Jl1,IJ9J 
50,000 

251,171 
211,632 
150,493 
396,005 
57,500 

57.120 
JOl,405 
282.921 
234,404 
S2J,733 
66,125 

142,800 
367,798 
361.~86 

l7Z,968 
680,UB 
112,656 

228,480 
434,023 
4111,137 
575,532 
169, U8 

95,054 

285,600 
520,827 
621,518 
887,]25 

1,043,925 
109,312 

285.600 
624,993 
808,051 

1,362,782 
1,252,710 

125,7011 

TOlal F._penll•• 842,711 1,072,801 .L4b5 ,708 ~,008,346 2,66lr 164 3,468,561 4,459,845 76.08% 

Net hll~"'_ 467,J69 957.350 1,69&,407 3.022,994 5,082,159 8,501,449 13,924,086 

IIa lant"1I liMBt 

A••eta -

C••h 
lJepnalU 
Lonn. Out.tandlAC 
Otllel" 

22J ,096 
tl4,NO 

1,9"'.U02 
-i!!,:l92 

128,080 
64,039 

1,(109,1160 
~H2.000 

199,493 
99,146 

4,688,0118 
657,800 

317,,uO 
158,110 

7,459,]li2 
756,470 

489,814 
244,901 

Jl,510,ft]'S 
H61 471 

755,110 
317 ,585 

17,74(•• 502 
1~6,41l 

l,IS9,81S 
519.907 

21.2~5.64S 
)56,471 

1,780.469 
89il, 235 

U,8U,Ot) 
756,471 "8.lJ61 

Total 2,7!r.\,2]11 3,773,979 5,64S,128 8.691.9lil 13,OOt,821 JlI,615,ni 25,151,1138 45,268,198 

1.111 btU ti•• -

UO I.olln 
S.Vllll;lI Dnp...Jta 
Othel" 

9)U,050 
1,162,827 

1,20!l,On 
J13", 392 

272,000 
1,511.785 
1,674,471 

6811,000 
2.0U,]211 
2,009,365 

1,088,1100 
2,656.]16 
2,41 t, 21& 

1,]60,UOQ 
],453,211 
2,89], .. 86 

J,360,O,)o 
4.489,174 
3.472.18] 

1,31>0,000 
5,337,009 
4,166,620 

T.,t"l '-,092.871 2,604,'51 3,518,251i 4.116/1,685 6,J5~,5S" 1, 7Uu, 697 9,J21,351 10,913,629 26.61% 

Equll)' -

P:'1ulry 
Ret~lned a.rnlna. 

702.JSl 102,3'13 
It67,16! 

1,169.522 
957 1350 

2,126,1172 
1,C.91iJ 407 

J,OtJ,279 
Jla2!&~~ 

6.846,213 
5 I 082,.ill 

11,929.032 
~J ~Ol.449 

20,410,481 
11,924,088 

Tntal 701,35) 1,16'1,522 2,JZ6,IU:< 3,823.279 6,1l4S,273 II, n9,03Z 2(). 430, 4111 J",354,569 14.321 

Totat Llnhllilla•• !qult, 2,195,230 3,713,919 5,645.128 8.691,'61 13,0111,627 19,635,129 ~g. 75i ,638 1,5,268,198 

~ 
C7 



"nnell I, p.le 2 

L t- H 

lnco.. St~:e.ent 

no Y!(1 YR 2 YR 3 \1 4 YI. 5 YR6 1&7 
AnnuAL 
COlapounded 
Iocr•••e 

Inc..e -

Intere.t ievenue 618,8011 813,313 1,293,0511 1,819,813 2,581,261 3,381,558 4,455,617 38.96% 

I!llpen.e. -

InlereAt P.id BfD/ProvInc.al Loana 
Intere.t PaJd Depo.lt. 
Sad Deht 
~al .. rfe. 
Other Operational Co.ta 

31.IoDl 
116,259 

50,106 
2118,000 
50,000 

31,463 
151,136 
6~,855 

331,200 
57,500 

79.463 
1116,477 
104,701 
561,600 

66,.12:; 

127,463 
255,420 
152,212 
878,'00 

62,656 

115,463 
:32,046 
209,009 

1,344,000 
95,054 

223,403 
431.660 
273,810 

1.612,800 
109,312 

271.1,63 
56I,U8 
360,779 

Z,U9,200 
125,709 

Total K.".n.... 
Hat lllc...." 

535,828 
a2,981 

6)7.154
116,159 

1,JOO8.366 
284. i>9J 

•• 496,151
3M.661 

2,155, S72 
415,6d 

M51.~U 
730, if 

3,738,J09 
7J 7,308 43.26% 

"lance Sheet 

" ••ete -

C••h 
o.podta 
LOAn Out.tand'"M 
Other 

112,921 
U,08l 

I.OU2,120 
65,058 

56.041 
28,024 

1,117 .105 
74,817 

88.107 
44.554 

2.0514,021 
86,019 

129,542 
(,4, '( 11 

3,0',4,212 
98.945 

\71.8110 
88.940 

4,180,1110 

~ill.. 

233,030 
lI6,S1S 

5,476,208 
130.855 

307,046 
lSJ,522 

7,215,574 
150,48] 

373,209 
186.604 

1,770,1,01 
113,056 

Total 1. 191,1"4 1.475,9!i1l 2,1.13,723 3. ]11.490 4,56Q.787 !I. 956.608 7,126,626 9,503.270 34.541 

Ll.hl UtJ.II -

Provl~lal Lelln. 
IPD Loon. 
Savini. Oppo.lt. 
Othc.. r 

13U, !J78 
111.214 
6 45,881 
40,32J 

nO.971 
l31,214 
839.645 

48.365 

.130.978 
531.214 

1,091,519 
58,062 

130.978 
9Jl.:H4 

1 ....19.000 
69,675 

130,978 
1.311.214 
1,844.700 

83,610 

130.1118 
1,111.314 
2.191,110 

100,312 

130.978 
2.111.214 
J,1I7.541 

120,398 

1]3.978 
2,.131.214 
4,052,806 

141,,477 

Tot.. l 91oI,]~ .1.150.222 1.811,793 2,"11.867 3,390.~02 4,360,634 5,5oo,J39 6,459.475 :n.531 

Kqulty -

!qllity 
IrtAlllf'd tarnl n•• 

210 2,790 U2•.7 90 
82,1161 

325.711 
176,15;) 

S:II.910 
28/'.69J 

7R6,623 
383,662 

1.170.2P.5 
~I68!! 

1.595.974 
730.513 

2.326,487 
717,308 

TlJul 242,7410 125,771 501.930 1116.623 1,170.28.5 1,595,974 2.326,481 3.043,795 43.!Jll 

--:::::
Tot.1 LI.bllltlp.a • IIqull, 1,191.1114 1 ....75.991 2,313,723 J. )31,490 4i~60.'''' 5, ilS6.601l 7,126.626 ',503,270 

----



Annex I, pase 3 

L P Ie 

1ncQ~ Srat~-ent 

VAO Yll 1 Yl2 113 ylt 4 US YIl6 YR 7 
Annuel 
Crnapounded 
Incre..... 

Inc_e -

lnterellt Kevanlle 

lapen.e. -

lntereat raid IPD 
Intareat raid OtbPr Llablllllea 
Intereat PaId Depoafta 
bd Delll 
Sa1arlea 
Or!l':!r Operational eo.ta 

Tot.. r F..penae. 

Net In.c_. 

281,217 

57.1115 
18,357 
20,1152 

UO.U67 
25,000 

272,1'1 

9,130 

371,513 

84,463 
23,1'5 
27,540 

186,355 
211.?~O 

350.913 

20.540 

548.033 

15,360 
10J ,3SS 

31.0:24 
40,625 

246,463 
33,063 

467.890 

80,143 

822,032 

38,1,00 
121,626 

40.331 
60,936 

320,206 
38,021 

619,521 

202.511 

1,197,321 

61,440 
145,1151 

51,431 
d8,7S' 

409,362 
43,725 

eOl,685 

395.636 

1,683.929 

76.800 
In, J41 
68,160 

124,828 
491,260 

50,234 

iS6,473 

691,456 

2,317.388 

16,800 
ZlO,170 
88,608 

171,786 
589,511 

57,827 

.L.U4.702 

1,122,686 

42.121 

122.97i 

.. lanc.lhau 

A.a.ta -

r.1I.h 
Del'oafta 
Lnana Outatandln, 
Other 

Total 

Llahtl1tiu -

IPD Luna 
SaylQl. Detpoalta 
Other 

Total 

Eqntt)' -

8qultJ 
.etalned ! .. rnlllMa 

Total 

. 05,095 
6,023 

411.031 
4.867 

491,016 

10J,986 
391,012

493,016 

23,438 
I1,H9 

550.797 
..!!>.~ 

610.954 

13Z.582 
469.236 

601.'11 

~, Uti 

1,ll6 

34.57S 
25.930 

812.503 
~8,nO 

'1l3,U5 

121,000 
172,356 
'63,08] 

863.43' 

t.ll6 

~ 

29.676 

51.861 
25,930 

1,211,728 
33,on 

1,329,582 

320,000 
221.061 
615.700 

1,219,161 

29,616 

~ill 

1119.819 

75. S37 
37,769 

1,77~,1Z4 
38.022 

1,926,452 

512.000 
291 , 0!82 
110,840 

1,61'.122 

le9,Rt9 
202,'.!!. 

3t:!.,110 

106,237 
51,118 

~,496.55t 
43,725 

Z.6I9.6l!1 

640,000 
U8.666 
91],001 

t.9!lt,67) 

3U,13Cl 
395,6:16 

107,9"6 

146.200 
68,160 

3,43',712 
50.284 

3.105.2111 

640,000 
492,266 

1,167,609 

2,2U,'15 

701,966 
6~7 ,456 

1,405,422 

205.054 
103.027 

4.842.271 
51,827 

5,209,185 

6.10,000 
639.946 

1,401.131 

2.681,017 

1,405.422 
l,JZ2,686 

2,528,108 

40.051 

27.371 

155.271 

Total Llabltltl~. , .~ult' 1,9J,016 'W,954 893,115 1.329, '82 1.i26,U2 2.699.6Jt 3,105,297 ',209,1115 

------. 
~ 



Annex I, pale 4 

I Ita: 

Inco.. State..nt 
YlO YIl1 YI Z Yll 3 Yl4 YI5 Yl6 lft 7 

Annual 
Co.po·Jnded 
Incr.,a. 

Incoae -

Inter.et leveeu. 3.262.312 5,082.839 7,508.188 11.007.87' n,'4.,774 22,648,382 33.655.970 47 .541 

!llpan.ea -

Inter.at raid IPD 
Inter.et ral4 napo,ita 
.... o.l>l 
Sal'rlaa 
Ot her Operational Coate 

262,638 
213,853 
264,U5 
6S2.3Z0 
50,000 

346,638 
3118,466 
390,9S8 
'84,856 

57,500 

472,638 
520,529 
607,950 

1,174,692 
6&.125 

640,638 
666,768 
891.126 

1,530,692 
82.656 

717.638 
842,022 

1,291,399 
1,960,560 

95,e54 

787,638 
1,032,569 
1,833,177 
2,386,260 

109.312 

7117,638 
I.U3,516 
2,725,1110 
2,744,199 

115,709 

Tot,,1 £apen.e. 
Net lncOlN 

1,442,966 
1.119,346....•.•.. 

2,061,441 
1.OU,391 _...._. 2,841,934 

',666,254•..•..... 
3,1112,100 
7,195.771•.....•.• 

4,976,6!) 
10,972,101......... 

6,149,673 
16,498,126 
.......co..... 

7,516,242 
26.079.72/1..••..•.•• 

I"lance Sheet 

A.aet. -

C::a.h 
nnpaalta 
Loan Outatendina 
Other 

1!P9,460 
171,%04 

5,2U.Ot] 
286,793 

365."36 
182, !Ill 

'.Ul,311 
365,136 

540,400 
270,200 

12,IU,OO' 
~O,400 

792,290 
396,14' 

11 ,826, 524 
791,2!l0 

1.14 7.910 
573,9" 

15,827.974 
1,141.910 

1,630.11] 
IUS,057 

36,617.541 
I',nO,1l3 

2.422,3112 
1.2U,191 

54,50).595 
2,472,582 

3.442,11' 
1.721,094 

71,449,25) 
3,442,18!) 

Total 5.942,55" 9,145,901 13. 510.01l:i 19,807,249 38.697,749 '0.1S2,1l2~ 61),H9,550 lfi,054,1Z6 46.501 

l.Ial>111tle. -

IIPD Loa. 
Sftylnaa Depoalte 
Otller 

1,2'iO,655 
1.181l.074 
--!!..!E 

1,650,655 
2,15S,145 

106,1160 

2,250,655 
2,891,826 

lU,8S9 

3,050.655 
:J,704,l~R 

-1i1 •322 

3,750.65\ 
4,677. QOl 
~~ 

3.HO,655 
5,7J6.497 

J1I6,898 

4,750,655 
6,6l0,~':'2 

lJ4,933 

J, l50,65S 
8.199,670 

241,17J 
12.23% 

Tntal 2,531.1i51 3,91\,660 5,265,370 6.896.355 _.591.016 9.~74.050 U,982.050 12.397,498 

Equity -

·£q.,ll, 
let.lncd larninaa 

).410,~0:; 3.410, !MJl 
1,fll9,JU 

5,Z3O,249 
3,014,)91 

1,244,6"0 
4,666,154 

12.910,89' 
1.195,779 

20, J06, 671 
~O,912,IOI 

31,Q78,774 
16.49B,lZ6 

"',577,500 
26,on, 728 

Totd 3,"0,903 5,230,149 8,244.640 12.910,8M 20.J06,671 3J .078,714 47,571,500 73.657,2211 55.101 

-:::::- --..........::-

TDtal L'ahl1Itl•• , Xqultr ',941.55" '.145.90' 13,510.010 19,801,2411 211,~97,7~9 40. U2,IlZ" 60,"',550 8(,.054,126 



) Annes J. PaBe 1 ..,
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2/' UNCIASSrJI .. 
", 

") ACTICN AII: e r~FC tCM ECCN CB~O~ 

. 12 
~ iZCZCJAOel1 

PP BUIPJ._ 
rE RUIHC c~~ee/21 2~~~44~ 

'1 2NR ruuuu 2Z~ 
~ r2el~11 Sir F~ 
1M SIeSTA11 WASRtC 

J TO"A~IMBASSt JA<ARTA PRIO!IT! 717:! 
Ie	 •• 1._ ..E'I	 
"..tJNCI#.S . ro" -. 

f .... ". '") "	 .~ • tr....... '.:!-. .A'"

AI1:AC	 f 

~.-. 
'J 

!.o. 123~e: ~/A 
TAGS 

) . 
RI~: 5TA!I ~~41~7 

\	 1. SU~~~p'y: SUrJEC~ PID WAS R:iI!M!D iY !~! AP~C o~ 
AUGCS~ 1~, 19F~. ~S~ID W~S ~E?R~S!~t!t ~y nF~NIS 
ZVl~A7!~ A~D DOU~lAS tIN~L!R. Plr ~~S ~?'ROVFD ~ITH TE! 

"	 'FCl!C~:ING GU!vAt,CE P?CVIt;Jn !C:I PP r~\'!lOP:04~~4~: 

~. pp SFOU!! A~~I1ZF CO~MUNI~! rA~!tC!rA~IO~ l~ ?~:J?~~ 
) AN~ INCCU~AGr "~O!TC~ UP" t:'V!lO?~~NT HODF~ I~ ~Ot;L 

FF.CJECt WF.L~~VIR P~SSI=lA. 

)!. TO TgI E1.!£~i r'~SI!t:', :CON'MIC AUALYSIS S~OC!, 
ITTEMPT TO ~F.~C\~T~ATE tI~rAGE E!T~i~N C?EDIT EEr~~ 
OrYERID ANI: PEOCUCtION AND ~~FICYM!~t I~P~:T. IT 15 ~!~O 

.~	 I~FCETANT 10 DiT!g~I~I T;r POSSIS1E IM~ACT ot~ JU1Dt~~ 
M~Y EAVE ON TF.~ FI~!!rCI!RY ~BOUP INCIUtI\G TERM~ 0: 
CREtI!, CRITE!IA !O~ lOANS, A~~ I~!!3!S1 ?AIES CRA~~E~.) . 
C. AS A CCN~ITION OI ASSISt~~C!, pp SEOUT~ P~'SF~~ TF~ 
lINKAGE EI16!B~ ~Ir. CONTnI!U~ION TO C~~lI'I I~PCT5 ~~O 

) 

INtONISIAN, A~ )PPOS!D TO STR~C~t~ ~OI. AVAILAEI!JT1 or 
F'QNtl~G. 

) 

2. ISStjF At.:t tF.CISIO'4S: 

.J A. FOt! Of 'I!!I P'RIVA'I! src'tJ!i: 'I~F ~PAC 'JOt!D !::~~ tl!'! 
frE~At VIllAGE C~IDI~ SYSt£~S T~ !! tr~IC:·Y 41F!C'ED ~! 
TF.I F~CJ[CT, EADAN ~f.!nJT ~tA~MA!~AS. ~3~. ~!;!~ 

. f~C!UI(~I f!'SA ~~n I~""~'.'!! ':)!.:··?!::'I·;"~:; ~?:. ~::.! ?!';T:::: 
S 'fC"C~ I·'S"'IT~!ICl\'C: "\U'f("'I~" :A·c: r - '·=.T:'£~ ".C' 0,",1'•	 • n 11. '.J ••• • J •• _ j J ., •• ! t. L .'. I h :'1 ..... • w • 

Ar.rIE~!LY A:l:C,I~~ !~L i~rr.~~c£ c, :~IVA1~ ~A1I0~at 
j	 CPltIl IN~~I!U!ICN! r~ "E~ :'~JA! ~~!tI~ ~~~/~T ?! 
~Ur~CP.~I~G T?!S;: IST.lEA I!PED F'lEtI:: C:;CT(':~ C·.:~.tl':' 
I~S'iI'!U'![C'1~ C", .1.1 t!i1S1. :1 ~J'! F"('?trr:l::.r "~t!l:'!O;~ To!" 

I A net! FC~ PRIVAt, :!~~ING'cortlT ~#:IIJrI~S INTC ~H! 
PP.CJ!CT, OSA:t ~l?5 P.'S!C~jEJ T~Al ?~t~~lt ~AiIO~~L 
CP.EtIt JNSTI~U1IC~S r~ ~c~ ~~,~ A ~~!SZ~C~ I~ T~~ ~~~~! 

I u.rC~lt'~AN ~·~\"I~~~~1.·;'! At P:H-:"'Nr ;"~r t1' ~,'l':D ~AI(~ t.!. 

LA 

QUI' aunt. 
I tl A':~ I 

11 

MGT ;.--, 
C~ t--. 
'II '-~ 
Fl:!'~ 1-' 
F:"i;;'I_ 
RO "'_ 
lie' ,_ 
14K ,_ 

tKR -'_ 
tUIT 1_. 
sl£ 



Anna J. pase 2 

t:'4C!.;3~I;!:~ 

~~c~~cus CC~~YT~E~T Cf ~[SCU]CES. ~~1! I~ T'~!S CF
 
CAFII'! ANt A15J TRAI~ED ~AN?OkF~. ~~ l~i ?APt ~, ~iIV'i~
 
'I~IC~~! C~E~Tf !~!TIttTtC~S 10 'P~~C~C! S~RVIC£~
 
AIFIAtY' ~~CVltE!' !y tHE PUB Ie ~'C10R It.S:-I'!UnO·~t' N~~!!) --:-;.,.......,._~_..--:-"'"""
 
r.£C'.'~. '\F.tr~ ~CCI~·It~G A !J!~ COr 111;: FU· 1:.':' ~! •• :\~~c
 
i:l~ !~A! T~! I~FO~~~t C~!tlr IN~TITU!ION~ ~?ICF !1IS~ J~
 
l~F P.t?~! 'E~#~ ~FI!CTFt :T ~~~ ~POJ:cr Y~~qI f! ~
 
ViFICt~ r~ G~~~T!R ?aT11~! S!~TC~ I~VC!,rY~~T I~ ~E~
 
:~c~C~!t ?~CJEC!. f.G. CCll!CTIVF fO~~C'I~G • • N~ ~B-f ~~~
 
. I····t: - ... -.'t.'.~" •. "S "·,,,y!)rTp ''''P)-!!'\IO'''· -'r o· '·11. _. j. .I ~'.J t. ;. '" ~ :: l\ " r,,"'" _ '" ~ M , '. r '1 .• ~ \I •~ 0# W 

TEl fRC:tCT leAK POR1101IO. 

(	 !. A?AC NOTED TEAl TP.! PID rrD NOT ID!~!I:Y !2E SI1! A~n 
R!IIV!NT SCCI0-!CONOHIC CRA~ACTFRISTICS Of TBI IrTt~D~r 
E:~I~IC!ADIES. TO AtZQtAT!L! DESI;~ CR!Dtf rRO~R~~ l~D 

,	 FECJ!CT INTIP.VENTIONS ANT. TO EVALUAtf. T~E I~PAC1 OF fEOS' 
IN'I£P.VE~TTO:'S, IT ~AS FJ'LT T:;AT Gf.tA'IlP. IN;'Oif1~·.nON I~ 
P.£ttt~!D ON Tr.t INT!~t!O IINitICIARY r,ROUP. YT ~AS 
A~r.!ED tEAT t~I5 ISSU~ ~OUID Ft fULlY Arn~t'SS!D IN lE~ 
';)tt_	 •o 

c. POttC} ~IAtQ~U!: T~! AP!: HOT!t T?1t ~gE tI~rAG~ 
rLT1!L~ OGR SUFPC~TI~G INSTt~U~ICNA! CREnI~ FACltITIF.S 
J~D tIALOGur ON POLICY CHANGES VITE GCI ~AS ~OT CL!A! I~ 
'I t:" ?,.,.. ~lu'''IiTCIl'I'' ·r:!C·· cINe"p' AftI' ""r Pr.LICY "'''~\''S... : •• ~ ..._-~ .. 1, r'.. . .. n:l. ·.-v.•"\.,1 ,n"'~ittI 

1~ T~IS ~5!A? ~~~ ,~! ~Ill r~i ~~I 1FT DIP)SI!.~A'I~S 
:.!:!? I~ aAS !FCOG~ItF.D TEA~ TEr paCJ~CT IS ~J~ ,r~SI:!I 
U' :!!S IOCAI SA'I~GS ~RE M~!ILll1~, lEi ~!TB AID·~ DIllCT 
CiFIT#l !~~O!. 'EI~! ,lIt GENrRAT~ Gat~i~R Lt~Ul~lT! 
~::r!I5 F?O~ TP.~ INro~r~tAN C'~T~Jl tA~1. ~C~'T 
~C~!!IZA!IC~ O! 5~'I~GS fECJ~E SECO~~AR! fJ ti~Dt~o 

~!J!ct!V~~? USA!t 3!?S CONFI~M!D !R~~ t~: cel 1~ 
I~~~?~5!F.: !N 'IIO~I~~ M('P.~E~ TORCES Tv DICA~r~ D!P~~It 
EJ~ES ANC 1~AT ~IC!~T COl POLICY tI~IC~IV!~ O~DE!!CCR~ 
lets PCl~:. TqE U~AIt REPS ~LSO SfAIID T~~t RISOCp.:r 
~C~I!IZATIQN ~!S ESS!~TIAt lea A S!I!-SUS!AI~I~G fI~A~C! 
~iS7!r AN~ TRF ?HJJ[C~ ~)tlD 'IPtO~! V~!S ~I i~coueA:I~' 
~.-~"'r:':• _ • n:"'"'c:ITC:.. '-" "..1. .#f1 w U l.I _ _ _ ·Y TO.':Z! _ ....'OLI"r •• ., ..\.i r .t. a.' 4 \:., I"ClUCI':" r;J C:I·Gr.~S·,°t't ..	 ""1~1I 

rU;!i~iIES ON S!VI~GS ACCOUNTS. 't~AttI. !~! APAC ~AS 
r.C~C!!NEt !PAI AS RSSCUr.CE ~OfIIIZ~TIC~ YAS A [II ~tE~!~T 
~c T~1. succ£ss ~: ~~f. ?!CJICT IT ~AS I~~I~'tI'! T~!I T315 
fECJECT CO~PON~NT !! INI!I!TiD IMMinI~~!LY IN P!OJf.CT 
!~Pt!~!NT~!IOH. rSAIn REPS 5:_~ED TqA: !~£. SAVI~~~ 
~C~!!11~TIO~ P~OG!A~ ~OUtD i!GIN I~~£tIA7!T! PU' 
S'!GNI!IC!~:,! BESOlTS ~£~" NOT ~"TICI'PA'try; tJ~~'I'IL TF.F TBI;C 
Y!l.! C! !~PtIM!N'I ATIO~. • 

, I. t'A~ POP.~pOL!OS: T~~ APAC N~T!t T~nT rURI~G T~~ LIlt 
C1 ~:IS P~OJ!CT tE1 leAN 'ORTFOII05 OF ~B~ ATF!Ctr~ 
~?!tl~ S!!TF~S YIll F! !!?A~tEt 'RO~ MAINlY TRADER C!£t!T 
TC I~CIut: SMAL! t~tCSTBY LC~HSt I~ o~n!~ TO pgC~O~Z 
!"'PIO~C~::t;l ~!~:E~"t!C~ AC'!I'ITIFS. BIVt'£iE'R, TS£ Ll~"(AI;[ 
iT . I
""!:~e 

\ 



~ 

.. ~. ~ 
• ~. AIm.x J. pase 3 

UNCIASSI'I & j)• 

'It\EI~ THE PR~VlS10N ); CRIDI1 AND THE tAPECTID t~C'F.A~1 
IN iRCrUC!ION ANt !~FtOl£NT TS NO! CtE'!. USA10 IEPS 

JAC'NC~IEr.GED 1HA1 JS C'f.Dlf REIITI0NSF.IfS ~P.!
 
i!TA!lISHID, t~A~S fOR S~Att I~LUS~iliS ACTIVITIES ~Itt
 
11 A ~ATunAI CONSI~UENC!. NI'EifBFtlSS, IT WAS AGREED
 

J1HAt 1HF. ECO~OMtC I~AtYSI~ IN T~E pp ~~:U1D DE~O~STPjT~
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Annex It 

5C(2) PROJBCT CHEClCLIST 

Listed below are statutory criteria 
applicable to project.. Tlus aectton 
1, diVided tnto two parts•. Part A. 
1ncludea criteria applicable to all 
projects. Part B. applies to projects 
funded troll specific lOureea on!,: 
8.1. applies to all projects funded 
with Deve10paent Assiatance Punds, 
B.2. applies to projecta flmded ~th 

Develop~ent AssistaDee loan., and B.3. 
applies to projecta funded fra. BSP. 

A.	 GENERAL CRITBRIA POI PJlOJBCT 

1.	 PY 1982 Appropriation Act 
sec. 523; FAA Sec. 634A; 
~ec. :653(b) 

<a> Describe hew authorizing 
and appropriations committees of 
Senate aDd House have been or 
will be notified concernil1l 
the project: 
(b) Is a.aiatance within 
(Operational Year Budget) 
country or international 
organization allocation 
report.d to Congre.. (or tJ)t 
.ore thaD $1 .ll110n over 
that uount)f 

2. FAA Sec. 611(~)(12. Prior to 
obligation in eKce" of 

$100.000. will there be 
(a) engineering, financial 
or other plans neee.aary to 
~arry out the a.siatanee aad 
(b) • rea.onably fira 
eati.ate of the COlt to the 
U.S. of the aSltltance? 

The Com-itteea in Appropria
tion of Senate and Douae were 
.m ttt ted of the p:rojec:t 

-through the PY 8~ 
Coagre.11onal Presentation 
(Asta Program Paae 71) a~d 

througb • Consre.81onal 
Notific.t100 

t •• 



3.	 FAA Sec. 6l1(a)(2). If 
further legislative action is 
required within recipient 
country. what 1s basis for 
reaaenable expectation that 
such action .ill be completed 
in tllle to pet'1llit orde:cly 
accomplishment of purposo of 
the assistance? 

4.	 FAA Sec. 5l1(b); :FY 198 2 
A~pro2riatiom Act Ser.. 501. 
If for water or vater-related 
land r ••ource cDDstruction, 
bas project aet the standarda 
and criteria a• •et forth in 
the Principlea and StaDdards 
for Plarmiug Water and 
Related Led Resources. dated 
October 2S, 19731 (See AID 
Handbook 3 for nev 
guideline•• ) 

5.	 FAA Sec. 611(e). If project 
18 capital assistance (e.g•• 
construction), aDd all U.S. 

aaQ!stance for it will exceed*1 1I111ion, baa Mis810n 
Director certified aDd 
Regional Assiatant 
Admin.itrator taken into 
consideration the country'a 
capability effectively to 
mainta1.D and utilize the 
project? 

6.	 FAA Sec. 209. Is project 
suseeptible to execution as 
part of regional or 
multilateral projec t? U ao, 
why 18 project not 80 
executed? Information and 
concluaion whether soo1scance 
will encourage regional 
development programs. 

7.	 FAA See. 60l(a). Information 
and conclus10DBwhether 
project will encourage 
efforts of the country to: 

No further legislative action 
is required 

R~A. 

No 

The project should directly 
encourage B. C, and E ad 
indirectly encourage D by 



(a) increase the flow of 
international trade; 
(b) foster private initiative 
and cCllpet1tion. aDd ec) 
encourage dev'elopment and uoe 
of cooperatives, and credit 
union., and savings and loan 
assoc1aticil8; 
(d) discourage monopolistic 
practices; (e) improve 
technical efficiency of 
industry, agriculture aM 
COIIIIDerce; and (f) streDgtben 
free labor uu1an•• 

8.	 FAA Sec. 60l(b). Inforut.1on 
aDd conclusions on how 
project will encourage D.S. 
private trade ADd investment. 
abroad and encour~e privatr. 
D.S. participation in foreign 
a••1otaoce prograas 
(including use of privat~ 

trade channel. and the 
services of U.S. private 
enterprise). 

9.	 FAA Sec. 6l2(b), 636(h)j Py 

~~82 Appropriation Act Sec. 
507. Desc.ribe IIteps taken to 
aaaure that. to the .&Xi.us 
extent pos.tble, the country 
1s contributing local 
curreaeies to meet the cost 
of contractual aDd other 
services. aDd foreign 
currencies ovned by the U.S. 
are utilized in lieu of 
dollars. 

10.	 FAA Sec. 612(d). Does the 
U.S. own excess foreign 
currency of the country aDd, 
if 10, what arrangements have 
been made for ita release? 

11.	 FAA Sec. 60l(e). W1l1 the 
project utilize competitive 
selection procedures for the 
awarding of contracts, except 

providing credtt to private 
borrower~. 

The project will finance Bmall 
entrepreneurs who may be 
inv~lved in suh-contract1ng 
arrangements or suppllu. to 
U.S. private business and 
whOle purchasing power 
will 1DIprov\.!d. 

Normal project d1.bura_nt: 
procedure. insure this. 

No 

Yes 



---

where applicabl~ procuremant 
rule8 &110v otherwiae? 

12.	 PI 1982 Appropriation Act 
Sec. 521~ If assistance 1. 
for the production of aD)' 
commodity for export, is the 
commodity likely to be in 
ourp1us on world ~ket. at 
the time the resulting 
productive capacity bec~e8 

operative. and 18 such 
aSGistance 11kely to cause 
substADtial injury to U.S. 
producera of the sa•• 
si.ilar or ca.petins 
cOIIIIodity? 

13.	 FAA ll8(c) and (d). 
Does the project take into 
account th: :1JIpact on the 
environment aDd nacural 
resources? If thll project or 
program will significantly 
affeet the global C~B or 
tha U. S.. eDViroDilent, has an 
eDviromlen~l lIIpact 
statMent been prepared? If 
the project or progr.sm w11l 
8ign1f1caultY affect the 
envirOlUlent of til fore1p 
countrt: haa an 
env!roJUlental assesnent been 
prepared? Does the project 
or progr8JI takt.! into 
consideration the proble- of 
the destruction of tropical 
fore8ta? 

14.	 FAA U1( d). U a Sabel 
project. bRs a determination 
beeD aade that the hoot 
government has an adequate 
system for accounting for aDd 
controlling receipt and 
expenditure of project funda 
(dollar. or local currency 
generated therefrom)? 

N.A. 

The project has • l~ted 

1tapact OD the environment. 
sinee it ~rimarily provides 
technical assistanc., capital 
and train1D1 funds for rural 
banks. 



B. FUNDING CRI'l'ERIA FOR PROJEC'1'-
1.	 Development AStl18to!!!!ce
 

Project Crit.eria
 

a. FAA See. I02(b), 
lll~ 113, 28l(a). 
Extent to which activity 
wUl (a) effect1vely invol lJC 

the poor in development, by 
extending access to ecouOD(Y 
at local level, :lnc:reasing 
labor-intensive product!OD 
and the uee of appropriate 
technology, spreading 
investment out from cities 
to ..all towns and rural •.rea s, 
and insuring wide put.tcipa
cion of the poor in the 
benefits of development on R 
sustained basiB, using the 
appropriate U.S. institutions; 
(b) help develop cooperatives, 
especially by technical 
assistance. to assist rural 
and urben poor to nelp th__ 
selves toward better life, 
and otherwise encourage 
deaocratie private and local 
loverumental institutions; 
(c) support the self-help 
efforts of developing 
countries; (d) promote the 
participation of wom~n in the 
natioaal economies of 
developing countries and the 
1Illprovement of women' 8 status 
and (e) utilize and encourage 
regional cooperation by 
developing countries? 

b. FAA Sec. 103, 1034, 104, 
~2 106. Doea the project 
fit the criteriM for the type 
of funds (fUlJctional account) 
being used? 

The project 18 designed to 
benefit the rural poor. It 
focuses on developing rl~al 

banks tl-.at provide sJIlll11 
loau8 to labor-intensive 
family eDterpri,es. Theoe 
banka v;111 operate '11th a 
interest rate atructure 
that insure loag term 
viability. LOaD operat1C11' 
_11 be located close to t1'..e 
villag~ to lower borrower 
transaction costs. All 
supported financial institu
tions a~~ autonomous and 
locally '.IUlDalied. A major::.ty 
of borrowers are wOlDen. 

tee 

\ 

\'\



c. FAA Sec. 107. Ia 
e1Ilphu:ls all use of 
appropriate technolo@Y 
(relatively smaller, 
cost-saving, labor-us1ng 
technologies that are 
generally most appropri~te 

for the small farms, small 
businesses, and small incomes 
of the poor)? 

d. FAA Sec. 110(a). Will 
the recipient country provide 
at lea.t 25% of the costa of 
the program, project. or 
activity V1.th respect to 
which the assistance 18 to be 
fur!'.i.shed (or 1s the llltter 
cost-sharing requirement 
beiDl vaived for a 
-relatively least developed u 

country)? 

e. FAA Sec. llO(b). Will 
grant capital assistance ~ 

disbursed for project o~r 

JIlore thall 3 year 81 U ao. 
haa jUitiflcatlon 
satlsfactory to Congre.s been 
aa4e. and efforts for other 
f:lnancing. or is the 
ree1p1ellt country -relatively 
least developed-? (M.O. 
1232.1 defined a capital 
project as -the cOllatructlon, 
~%p8D8tOIl, equipping or 
al,eration of 8 physical 
facility or facilities 
finallced by AID dollar 
assistance of Dot le8s than 
.100,000, includS.ng related 
advisory, aanageria1 'aDd 
training services, and not 
undtsrtaken aa part of a 
project of a predoa1nalltly 
tecbDica1 assistance 
character. 

Yes 

Ro 



f. PAA Sec. l22(b~. Does 
the act.iv1ty give reasonable 
promiee of contributiQR to 
the developaent of econaaic 
rel:lource8, or to the increase 
of productiv~ capacities and 
self-sustaining economic 
growth? 

g. FAA S~. 281(b). 
Deacribe e~~nt to much 
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 .upports civil education 
llUd training .1D ald1ls 
requ1red for effective 
participation in 8ov~rt1J¥nta1 
proceeaee essential to self
govennent. 

2.	 Developaent Assistance Pro~ 

Criteria (Loau Only) 

a.	 PAA Sec. 122(b). 
Inf~at1OD and conclus1on on 
capacity of the country to 
repay the loan, at a 
reasonable rate of int~relt. 

b.	 ~ Sec. 620(d). If 
aasistance is for any 
productive enterprise which 
will compete with U.S. 
enterprises, 18 there an 
agreeaent by the recipient 
country to prevent export to 
the U.S. of lIore than 20% of 
the enterprise's aDDual 
production during the 11fe of 
the loan? 

7es 

The pr:o ject buUds on a 
credit system model well 
accepted by Indonesians. 
It supportS 1nst1tutional 
development of a rural 
bauking network und develops 
manpower slc111s in rural 
areas. 

The COl 18 abla to repay 
the loan 



c.	 ISDCA of 1981, Sec. 724(c) 
~....lcv... If for Nicaragua. 
does the loan 8aree1le1lt N.A. 
require thet the fund. be 
used to the maximum eztent 
po••ible for the private 
sector? Doe. the project 
provide for monitoring uder 
PAA Sec. 624(3)? 

3.	 Economic Support fund PrQj~ct 

Criteria 

a.	 FAA Sec. 53l(a). Will this
 
as~i.taDCe promote econ~c
 

or political stability? To
 
the ezt« . possible, does it
 
reflect t. ~olicy d1rectioaa
 
of PAA Sactl~~ 102? . 

b.	 FAA Sec. 531(c). Will
 
assistaace under this chapter
 
be used for llilitary. or
 
paraailitary activities?
 

c.	 FAA Sec. 534. Will :ESP funds
 
be used to finance the
 
coaatructlon of the oparatlOD
 
or _lnteDaDee of. or the
 
8upplyina of fuel for, a
 
nuclear facillt y1 U 80, hils 
the President certified that 
such use of funds 18 
indlspensable to 
DOnproliferation objectl~s? 

d.	 PAA Sec. 609. If cam:aod:lties
 
art! to be granted 80 that
 
sale proceeds will 4ccrue to
 
the reclpl~Dt country, hage
 
Special Account (counterpart)
 
arraDgeaents been made?
 



SC(3) - STANDARD ITEM CHECKLIST 

Listed below are ,be statutory ites. 
which nomally wlll be covered 
routinely in those providoD. of an 
assiataDCe 8gree.ent dealing ~itb ita 
implementation, or covered in the 
agree-eDt by ~po.ing limito on 
certain uses of fUDda. 

These :1 tems are arranged und....r the 
general headings of (A) Procurement, 
(B) Construction, and (C) Other 
Restrictions. 

A.	 Procu1"eant 

1.	 FAA sec. 602. Are there 
arrangements to permit U.S. 
Gmall business to participate 
equitably in the furnishing 
ot cam-odities and services 
fiaa~eed? 

2.	 FAA Sec. 604(a). Will all 
procuremeDt. be frOll the U.S. 
ezce~t a. ,·otherYiu 
determined b, the President 
or UDder delegatloD fra. him, 

3.	 FAA See. 604(d). If the 
cooperetina country 
di8cr1m!nate8 aga1Dat marine 
iDsurance campanies 
authorized to do bullinMs 1n 
the U.S. J w111 cClllllodltiea be 
luaured in the United Statu 
against .-riDe risk with such 
a company? 

4.	 FAA Sec. 604(e); ISDCA of 
1980 See. 70S{a). If 
offsbore procureaent of 
agricultural CCDlodity or 
product i8 to be financed, is 
there provision against .uc:h 
procurement when the doaestic 
price ot such c01IIIodity is 
le8s tban parity? {Exception 
where eoamodity financed 

Yes through ccapetlt:lve 
procureaent 

Yell 

R.A. 

N.A. 

( 
t\lJ) 

I 



could not reasonably he 
procured in U.S.) 

s. FAA Sec. 604(g~. W1l1 
construction or engineering R.A. 
service. be procured from 
f1ma of countries otherwise 
eligible under Code 941, but 
whic.h have attained a 
competit1~ capability in 
international markets in 
oneor theae areaa? 

6. FAA Sec. 603. Ie the 
shipping excluded from No 
compliance with requirement 
10. section 901(b) of the 
MerchaDt Marine Act of 1936, 
a. amended, that at least 50 
per centUII of the groBs 
tonnage of commodities 
(ccmputed aeparately for dry 
bulk carriera, dry cargo 
liners, aDd tankers) financed 
shall be transported on 
privately OWIled U.S. flag 
ca.ercial vea.els to the 
extent that auch ve.ael. are 
available at fair aDd, 
reaaouable ratea? 

7. FAA Sec. 621. If teehnica1 
as.istanee is finallCed, vill Yea 
such a.sistance be furnished 
by private enterprise on a 
contract baais to the fullest 
extent practicable? If the 
facil1tieo of other Federal' 
agencies will be utilized, 
are they particularly 
suitnble, not competitive 
with private enterprise, and 
made available without undue 
interference with domestic 
progra..? 

8. International Air Transport. 
Pair CGmtet1tive Practices 

Yes 



property i8 financed on grant 
basis, viII U.S. carriers be 
used to tIte extent Rcb 
servi.ce is available? 

9.	 ~982 Appropriation Ac~
 

Sec.. 504. If the U.S.
--	 N.A.Governmeut 1. a party to a 
contract for procurement, 
dO'.!s the contract contain a 
1'1"ondon author1z1il8 
t'arm1:aation of ncb contre t 
for the cOllven1ence of the 
fJD1ted States? 

B.	 Conatruction-
1.	 FAA Sec. 601(d). If capital 

(e.g., construction) project, Il.A. 
will U.S. engineering and 
profe••iona! serv1cea to he 
used? 

-2 ..	 rAJ. Sec. 6ll(c). If 
contracts for conat~Jction ii .... 
are to be financed, \1111 tbey 
be let on a compet.itive ba.is 
to Muximum GZtent practicable? 

3.	 'IAA See. 620(k~. If for 
construction of productive N.A. 
enterprise, will aggregat.~ 

value of ••3iatauce to be 
furnished by the U. S.. Dot 
exceed $100 million (except 
for productive enterprises in 
Egypt that were ducribed in 
the CP}1 

c•	 .•Other Restrictions 

1.	 FAA Sec. 122(b). If, 
development loon, 1_ interest Yea 
rate at leas t 2% per aDDwa 
duriua grace period and at 
leut 3% per aDDUli thereafter? 



2. PAA Sec. 30l(d). If fUDd 1. 
established lolely b.Y U.S. 
contr1but10D1 and 
ada1D1stered by an 
1cternat1onal organizat1ou, 
does Comptroller General have 
audit n.gbts7 

3. FAA Sec. 620(h). Do 
arrall8eaents eXist to 1naure Yea 
that United State. foreign 
aJ.d is DOt ueed in A ..mer 
wh1ch, coatrary to the best 
interests of the United 
Stat••, promotea or a••1at. 
the foreign aid projects or 
activities of the COlIIDuD1st
bloc countr:1ea? 

4. 'SlUl arrl'!J8eJ1enta preclude 
use of f!71&IlC1ng: 

a. FAA Sac. 104(1); Py 1982 
gpropriat10n Act See. 525: 
(l) To pay for pedoracmc:e of tee 
at.artioa. a. a _thad of 
f 81111.1,. pl.mniD8 ot' to 
lIe.t:1vate or coerce per8Cl1l8 to 
practice abortions: (2) to 
pay for perfo~DCe of 
involuntary 8terilizat1on •• 
method of fam11y pl8DDiag, or 
to coeree or provide 
financial incentive to an)' 
person to under.o 
.terilizatioD; (3) to S-y 
for any biomedical res.arch 
which relat.s, in whole or 
part. to ••thods or the· 
perfo~DCe of abortions or 
involuntary sterilizatioos a• 
• llle8118 of f4Jl1ly planning; 
(4) tD lobby for abortion? 

b. FAA Sec. 620(1). To 
compen.ate owner. for Yea 
expropriated nationalized 
property? 

~l

'1; 
J
\) 

\ 



c. FAA Sec. 660. To provide 
truning or advice or provide 
any financial support for 
police, pr1lon8. or other 1~ 

enforcement forces. except 
for narcotics programs? 

d. FAA Sec. 662. l-'ot CIA
 
activities'l
 

e. FAA See. 636(i). Por 
purchaae. sale. loua-term 
lea... exchange or guaranty 
of the .ale of aotor vehicles 
aanufactured outside U.S., 
unles8 a waiver i. obtained? 

f. F1 198'- Apnropria tion 
Act. See. 503. To pay 
f."!U1ODS , .l!nnuit.1.es, 
ret1reaent pay. or adjuated 
eerv1ce eL~pensatiOD fo~ 

ail1tary personnel? 

g. FY 1982 AppropriatiDn 
Act, See. 50S. To pay U.N. 
• s6~ssaent., arrearagel or 
due.? 

he PY 1982 Appropriation 
Act, Sec • .506. To r.arry out 
provisions of FA~ .ection 
209(d) (Trsnlfer of FAA 
fund. to multilateral 
or,gaDization8 for lendina)? 

1. FY 1982 Appropriation 
Act, See. :)10. To fiDaDce 
the export of nuclear 
equipment, fuel, or 
technology or to train 
fore1gD national. 1D nuclear 
fielda? 

j. FY 1982 \ppropriation 
Act, See. 511. Will 
aaBiatanee be provided for 
the purpoae of aiding the 
efforts of the government of 
such country to repru. the 

Yes 

Yea
 

Yes
 

Yee 

Ye• 

Yes 

Yell 

Yea 



legitimate r1ghtl of the 
population of such country to 
the Universal Declaration of 
Bwun RilhtR? 

k. FY 1982 Appropriation 
Act, Sec. 515. To be used 
for publicity or propaganda Yes 
purposes within U.S. not 
authorized by Congres8? 


