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I. SUMMARY OF ACTION PLAN

A, Introduction

This section summarizes current economic conditions; describes CDSS goals,
aims and changes in objectives that have occurred during the life of the CDSS;
suggests that the current CDSS is valid for this Action Plan but that the Plan

- must be treated tentatively simce a new CDSS is in preparation for submission in

Jaruary, 1988; indicates areas of progress over the COSS period; hints at
possible directions in the new CDSS; outlines main elements of the program
guring the Action Plan pericd; and, concludes with a statement of management .
constraints. '

8. The Economy in Transition

Indonesia is at the beginning of what will probebly be a very difficult 3-4
year adjustment period. It is in the midst of an economic recession that has
substantially worsered with the declire in average oil priees frem $25/8BL in
1985 to $12/BBL in 1586. Because Indonesian export earnings and budgetary
revenues are hlohly dependent on oil-and LNG earnings (70%+ in 1984/5), the
drastic decline in oil prices poses szgnlflcant adjustment burdens on balance of

payments, government bugdgets, growth; incomes ard employment. This acdjustment
burden is expected to be prolonged because of the'relatively unfavoratle and
highly uncertain medium term cutlook for oil prices and the relatively long lead
time for structural adjustment policy measures to have substantial inpact.

The IBRD projects that real GDP growth will average less than 2.5% during
the period 1586-90 and that real per capita income will declinme by an average
0.7% per year. On the.basis of these projections and historical
employment~output elasticities, less that 40% of the 1C million new entrants to
the labor force during the period 1986-50 will find employment. Real budgetary
expenditures, excluding debt service, may fall by 40%, compared to 1985/6
levels, curing the period 1987/8-1990/1. Rezl development expenditures will
probably fall by more than 5C%. The current account deficit will substantially
worsen, rising from $1.8 billion inm 1985/6 to an estimated $4.8 billion in
1586/7 tefore falling to a projected $2.9 billicn in 1587/8 snd $1.2 billion in.
1988/9. Externzl finmamcing recquirements will couble to almest $7 billicn by '
1986/7, ease slightly to $6 billion by 1987/8, and probably stabilize between
$4-5 pillion 1588/9-1950/1. The crowing cett service burden is a major factor
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in the continmuing need for large amounts of external fimamcing. In sum, over
the next 3-4 years the goverrment faces significant inmcreases in exterral

financing requirements, major decreases in real non-cebt bucgetary expencitures,

a2 ceclire in average GOP growth to ore-third of the level in the 1570s, falling
real per capita incomes, and significant increases in employment pressures.

On the positive side, the government has continued to respond in a
constructive fashion to its sdjustment protlems. It has carried out a highly
successful devaluation in September 1986 and backed it up with conservative
monetary and fiscal policy, including a 1987/8 budget that is probably 25% lower
in real terms than in 1985/6. In addition, the government has taken substantive

. policy measures aimed at the longer-term restructuring protlem including the May

6th export and investment bromotion policy package and the Octobter 25th anc
January l5th trade policy reform packagés directed at non=tariff barriers. It
has frozen civil service wages, made further cuts in petroleum and fertilizer
subsidies, and raised public transportation prices. The government has alsc
initiated & review of state owned enterprises for pecssible consolidaticn,
reorganization, and private divestitq?e. The government hasfstated that further
trade policy reform measures are‘undei consideration and the Mission anticipatss
further announcements over the comin§ year.

The USG has_tried to respend to the downturn in germerally pesitive ways.
The Mission has publicly set an example for other IGGI memfers by ciscussing its
own tentative plans for program type assistanée and has informally encourages
other donors, particularly the Japanmese and the Dutch, to provide rapicly

.distursing program zssistance. The USG supported (with some reservations) a key

$300 million ISRD program lezn that is now being used as a'pfs?a?§33“?ar
negotiating program tiée assistance from other donors, and has offered-a $100
million £XIM loan on concessicnal terms. Fipally, im acditicnm to reviewing the
current USAID project portfolio for specific alternatives to reduce the GOI
local cost burden and increase the grant comporents USAID is cevelgping an
assistance package that will help move forward policy reforms in selected zreazs
and meet current GOI concerns for rapidly disbursing assistance that provices

local cost budgetary support.

On the basis of recent USAID amalyses (please see USAID's Septemter 1586
and March 1987 econcmic assessments), the Missicn believes that Incoresia has
takén_the necessary steps for shert-term acdjustment .and will be able to finance
its balance of payments over the next two years probatbly without drawing cown
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official reserves much below the $4.5 billiom level, This outcome is critically
denencent, however, upon the GCI's ability to negotiste successfully doner
assistance now uncer review in a timely fashion, on Indonesian oil prices
averaging $13.50/8BL in 1987/8 and $15.00/8BL in 1986/9, and on the absence of
prolonged capital flight. while the above conclusion is based cn reasonably
conservative assumptions, the margins are tight and the timing of financial
flows is eritical. Furthermore, the uncertaimty and potential volatility of
future oil priceé clearly makes it impossible toc guarantee any particular
outcome. It is obvicus, therefore, that Indonesian economic adjustment guring
the next 2-3 years remains uncertain. Although Indonesia has taken many _
longer-term acjustment measures during the last 3-4 years, their impact will not
te felt fully for some time. In the interim, doncrs cah'help to reduce the
uncertainty and the severity of economic contraction by previding rapicly
disbursing bricdge financing and continuing to support projects most likely tcC
re-establish eccnomic growth.

C. CDSS Goals . _

’ The broad goals of the CDSS, proguced'in 1582, were to sustain growth anc
increase employment, with partibularjattenticn to populations in fural_afeas.
The CDSS recognizes the importance of reducing depencence on oil, increasing
comestic resource mobilization, and furthering agricultural growth. In view of
USAID's comparative stremgths, the role of other ceners, and 391 prio:itiés,
the CDSS establishes three aims: 1) achieving rice self-sufficiency anc
encoﬁraging-a policy of food crop diversification; 2) expanding opportunities
for off-farm employment, primarily through private enterprise development; anc

- 3) reducing infant mortality and fertility rates from approximately $0/100C to

70/1000, and 33/1000 to 31/1000 by 1989, respectively. To work towarcs these
aims, program objéctives were set, Priority was given to human rescurcce |
develcpment an¢ institution building, experimental activities generslly
invelving science and technology, policy analysis, and, where possitle, private
sector initiatives. _

To achiasve rice self-sufficiency and set the stage for diversification, the
Missicn focussec on the Fdllowing CDSS objectives: 1) completing infrastructurs
for food crops research znd improving research perfermance; 2) strengthening
capacity for agricultural pelicy formulation anmd planning; 3) expanding '
irrigatien and improving irrigatiecnm system management; and 4) testing farming
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systems and resource conservation measures in ubland areas which offer potential
for diversified cropping. Ouring the implementation of the CDSS, some or these
objectives changed as progreés occurred, and as rew issues and problems came to
light. For example, with progress in rice production, and increasingly
restricted public funding, mb:e Mission resources were allocated to secondary
crops; because of substantial progress, attention to basic institutiomal
infrastructure for agriculture research gave way to second gereration
problems--research ménagement, development of higher technical capacities, and
improved research quality; the policy agenda tilted from issues related
primarily to production to constraints on marketing and finance that affect
divérsification.

To expand of f-fazm employment anc encourage private enterprise development,
the Mission's initial strategy was to let a thousand flowers bloom, i.e. to see
what USAID could really contribute to this complex area. In the early years of
the CDSS, the Mission focussed on: 1) developing selected basic services '
essential for small business development -- unsubsidized, accessible rural
credit, private management training,*énd iqvestMent promotioh; 2) studying
policy and institutional constraintson.enterprise development; anc 3) directly
supporting selected business ventureéito ascertain whether USAID could make 2
difference. With successes in some areas, for example rurzal savings and _
lencing, failure in others, such as the virtually utilized loan guarantees to

e ST T e e e

private barks encouréging-iending~tamsmallex,enterpriﬁes, and with the shé:p--
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_drcp in 0il prices which procduced substantial interest in reducing restrictions
on the private sector, the Mission focus shifted to give increased attenticn tc

broader policy issues affecting business and domestic resource mobilization,
such as capital markets, administration, and investment policies, and technical

assistance for policy analysis in trade and investment.
Te adaress high levels of infant mortality and fertility, the CDSS called

fer: 1) inmcreasing contracegtive prevalence in rural areas by extending anc
improving goverrment family plamning services; 2) establishing a mocel to
integrate health and family planning services; 3) extending pricrity health .
interventions, such as immunizatiom, amd 4) providing extensive trzining in
health anc FP. Again, reflecting project progress, changing neecs, anc
declining government bucgets, Mission priorities were alterec. With nigh levels
of contracestive prevalence achieved in rural areas, attenticn was redirected to
urban areas, where 35 percent cf Inconesia's populaticn will prebably resice in
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the yearIZOOO; because of rising FP service costs and decreasing government
Sudgets, the Mission increasingly focussed on the role of the private secteor
through cost reccyé:y and social marketing. A similar shift cccurred in heealth
resulting in increased attention to health fimance and irsurance.
| In summary, then, the Mission adhered to the original CDSS goals and three
broad aims, but program objectives were zltered as pregress was achieved, the
character of problems changed, and government revenues declined.

0. The Continuing validity of the Current CDSS and the New CDSS
Although there has been a significant change in the macro-economic

circumstances confronting Indomesia, the Mission believes that the GCI's overall
directions, as well as the Sectpral conditions !ﬁgqg_gigggggf*zhe goals anﬁ?
_content_of the current TOSS, have-not- changed-fundamentally. The current
econamic crisis accentuates the need to adCress certain problem areas imcluded

in the COSS (i.e. employment/imcomes, agricultural diversification, internal
resource mobilization, decentralization, greater private sector participaticn)
and calls for urgency in policy reform. (Further support for the relevance of
. the current CDSS can be found in the MlSSlon s September 1986 subm15510n=) In
br¢ef it is the Mission's view that- the program presented in this Action Plan
fflts within the existing CDSS framewerk anmd, as suggested in the follewing
paragrapghs, is likely tc be in lirme with the new CDSS.
 The MlSSan has begun work on a new CDSS that will be presented to AID/W in
early 1988, Staff are currently rev;ew;ng g CDSS progress, cut renf'economlc
comctitions and sectoral issues, and supporting a number of -studies of particular
issues for the purpose of providing the amalytical basis for a new CDSS. It is
expected that the analyses will be comp1eted in late summer, and that a draft
will be available by Nev/Dec. :
From-s;éﬁﬁrggzéews, the following themes seem to be emerging for inclusion
in the new CDSS:
- The—efficiency of resocurce use has become a major pre-cccupaticn of the

GOI and the donors as the scramble for resources inmtensifies in response to the
economic downturn and recuced budgets. -

- Policy changes zre uncerway o exband the role of the private sectar o
implement/manage activities heretdfore exclusively carrsied cut by government.
Broader private sector participation in health services, family planning and
trade insgection are examples. The underlying raticnale for the shif is
efficiency.
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- Increased emphasis on export oriented production and reduced emphasis on -
import substitutionm. Economic and trade policy changes imtroduced over the past
year have given a big boost to this rmew GOI prierity. This trend could have 2

larzge impact on USAID's agricultural and private sector develcpment programs

over the next several years. It is also related directly to the employment

issue, a major theme of the Mission's curremt CDSS.

- Selected macro-policy issues raised by the ecomomic cownturn, relating
tc trade and investment, capital markets development, industry and agriculture
open opportunities to USAID for providing assistance which were not available
some yeaTrs ago. _

- Activities that promote aagministrative decentralization and mobilization
of local resources are assuming mere importance across sectors. Local
instituticns are better prepared to manage their affairs tocay than they were
five years ago and given reductions in resource availabilities from the central
level they must assume responsibility for'finoing new sources of finance.

- Integration of PL-480 resources in the program has become even more
important as DA resources have decllned The Mission has used Title I to
complement DA funded projects (Rural Roads Maintenance and possibly the POllCY
Support Program), and Title II fundsjto support private sector and Child
Survival activities. )

- Now that rice self-sufficiency has been achieved {more cr less),
agricultural productioh ard research will ooncent;ete on secondary food crops -
the area which promises to produce the highest marginal returns. Also, policies
for agro-processing, a sector where substantial employment must be generated in
the long run, are beginning to receive increased attention (e.g., USAID's
discussion of.a Palicy Support Program).

- Hunan resource development will continue to be essential, as incicatec
in 2 recent im-cepth review of the sector. The overall level of manpower skills
still ranks the lowest in Asean. A stronger, larger univergity sector is nesded
for S4&T, skilled marpower, and lower, more competitive management zrnd techniczl

marpower costs.

£. CCSS Progress by Sector--A Few Highlichts )
Increzse Food Production/Strengthen Relateg Resource Management:

-

USAID's long-term role in agriculture research, including establishing basic
infrastructure and training cover 350 scientists, conmtributed to rew seed
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varieties and farm managehent technicues that helged produce rice
self-sufficiency in 1985/198€ (over 26 millionm tons), a ma jor COSS aim.

At the same time, recognizing the importamce of fooderop cdiversification,
USAID_encou:agemeht through research, poliey discussion and projects, such as
Secondary Crops, assisted the GOI to modify research mandates and examime
policies ccnstraln*ng secondary crep development. Recent experiments show large
gains in corn and selected cther secondary crop procuction, and research has
uncovered problems affectlng distribution and marketing.

Pilot efforts in matural resource management in uplands farming areas have
shown that land productivity cam be increased substantially (froem $125 to $425
per hectare) with increased employment and labor procductivity (from 860 to 1774
hours/hectare). ' -

_ Efforts in small scale irrigation and watershed managemert, in adciticn to
increasing physical infrastructure, have focused on management and institutional
issues, resulting in important policy changes and revised precedures, including

- a larger role for provincial and distTict planners, improvec coordinmaticn among

technical agencies and increased participation of rec1plents, ard p‘chtE
ownershlp of groundwater facilities.™

2, Improving Primary Health Care and Family Plann;nc USAID-GOI efforts
in primarzy health care and child survival appear to have had an impressive
effect-~the IMR decreased from $0/1000 in 1984 to 80-85 in 1587. |

Since 1979 USAID, working with WHO and UNICEF, has assisted the nmaticnwice
immunization program. As a consequence, 90% of subdistrict health clinics row
have vaccines available and over 3 million children have been vaccinated with
BCG and DPT 1, 60% of the GOI's target population. |

In addition to USAID's involvement with the immunization program,
improvements in primary health care management have been bolstered through
support for strengthening the capacity of provincial health authorities to
utilize epidemiologic data for planninmg; initiating and eventually having
accepted mationwide an integrated community-based agproach te heaith and family
planning; improving the effectiveness of diarrkeal disease ceontrol throuch the
use of mass media channels to increase demand for CORT; and utilizimg PV0s to
expceriment with altiernative approaches to nutriticn education, trainirg anc
local rescurce mopilization (utilizing Title II amd Child Survival rescurces).
Attempts to introcduce cest recovery for health activities have rot teen entirely
successful and have shown that USAID must be careful to target these programs to
those who can pay. '
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The Indonesian family planning program has achieved worldwice recognition
fer its success, reducinmg CBR from £4/1000 in 1971 to 32/1000 in 1986 and
ircreasing contraceptive prevalence from 4% in 1972 to 61% in 1986. During the
COSS period contraceptive prevalence increased from 43% to €1%, s remarkable
increase. The Mission conmtributed to these achievements through the provision
of contraceptives, support for the village family planning program, experimental
programs aimed at improving program management and reducing costs, and pilot
efforts in urban areas. . :

Cost effectiveness and increased utilization of the private sector
(especially within urban areas) are two themes the Mission is now pursuing.
Recent policy decisions to launch a social marketing condom program, agreement.
to sell pills without prescripticn if the purchaser has a family planning card,
and the cecisicn to increase private sector family planning coverage from 20% to
80% by the year 2000 are major achievements encouraged and supported by USAID.

3. Expanding Off-Farm Emoloyment: A 1985 study by USAID of the Indomesian

“employment problem confirmed its significance and contributed to-further_

discussions with the GOI, specifically linking employment issues with the need
for liberalization of the economy and:a stronger role for the private sectcr.
Armalysis and discussions will continue through a long-term technical assistance

. team to be placed at the Planning Ministry tc assist with policy cevelopment in

trade, industry and employment.

Other project activities (usimg PRE funding, Title II resources and the
Mission's OYB) have promoted small enterprise development, brokered investment
promotion efforts, improved management training, and strengtheped nationmal and
provincial fimancial instituticns serving rural areas. For example, two "
AlD-assisted programs have beccme the backbone of the formal secondary banking
system, serving previously reglected rural areas. These programs led toc market
interest rates, moved away from subsidized and targetec lendimg programs and
allowed rural lending units to mobilize savings. Ore program is providing
services to over 8000 viliages in 3 provinces with a cliental whose average lcan
is $60. The other program has mcbilized savings of $100 milliom (a 50C%
increase since 1984) from 2500 units. S BEN

CLUSA has demonstrated the value of private cooperatives in brckering Joint
ventures between U.S. and Indoresian cooperatives imecluding imports of 70C0
dairy cattle (1000 have arrived thus Far) and $20 milliom of soybeans from the
U.S. and exports of 31 million of vanilla beans.
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Although nct cirected exclusively 2t small and medium-sized companies,
suppert for anslysis of existing poclicies and practices and consultancies
related to domestic resource mobilization in areas such as tax, central Cank
refeom, financial/capital markets a:tivity are having a beneficial impact on
enterprise devélopment. Other activities, such as investment brokering and loan
guarantees for private banks, have had only harginal success and the Missicn may
limit future invclvement in these areas.

4. Accelerate Cevelopment of Human Resources: Uncder AID auspices, the
most comprehensive review ever of the education sector was undertaken in 1586.
Findings relating to cost, guality and efficiency of the ecucation system are
teing discussec and cebated with senior GOI officials, and have or may result in

policy changes affecting vocationsl training investment strategy, subsidies to
higher education, improvements in the private university system, local fimancing
opportunities, tax incentives to private companies for training, and '
localizing/simplifying curriculum. - '

Educational instituticn building has focused on faculties of agriculture
and, more recently, public health. -ihis incluces support to higher agricultural
education'pfograms_in western Indonesia through faculty training, support to
ccordinated research between the universities amd the agricultural research
cénters, and the cevelopment of inter-university networks in cisciplires such as
soils, statistics, and research. Similar support to faculties of public heslth
has just begun. AID has recently terminated 28 years of assistance tc the
Agriculture Institute of Bogor, now considered the nation's premier agricultural
institute. _ .

Cverseas participant training is supported under most projects as well as
through a General Participant Training project. Approximately 300-400 new
participants are sent overseas each year and 99.5% return. Through AID
assistance the GOI is cevelcping an Overseas Trainimg Office which will
eventually have the capability to manage most denor funded participant
training. To date the office has develcped an Indenesian graduéte stucies
aptitude test, a systematic appreoach to English language preparaticn and a
comprehensive program for cross-cultural orientation. a

Extansive management training of the public sectecr has taken place during
the CDSS perice, but the results are uncertain, This is an area in great need,
but the Mission has not yet found an effective way to ceal with it.
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5. Decentralizztion: Decentralization of asuthority and responsibility to

lower levels of goverrment is a mejor theme of the present COSS, undertaken
primatily by supporting institutional development at the provimcial level
through several projects. Aithough the main emphesis has been in health and
local gevernment planning and coordinmation, this will expand in the future as
efforts in education, agriculture, roads and irrigation development get uncerway.

reliminary results of decentralized planning and implementation in eight
USAID-supported provinces indicate that develcpment projects, clammed and
implemented by local authorities, have an arnual return on investment of
approximately 65% or over 10 billiom rupiah anpnually. It is intefesting to ncte
that despite large overall GOI budget cuts in the last two years provincial and
district budgets have not been reduced. _

In three provinces, provincial health authorities have learned to utilize

'epidemiologic data for planning. This is the first time province specific

morbicity anc mortality data has been used to design provincial public health
programs. This approach resulted in pinpointing locaticné where children were
at greatest risk from tetanus (where neoratal tetanus accounted for cre-fifth cf
infant mortality), and a focussed vaccination campaign with high coverage rates.
F. Prooosed New Elements of the Frogram _

FYy 87: - initiate sectoral amalyses for upcoming COSS preparation.

- design new Policy Suppert Program, including new policy
initiatives in fimancial markets and agriculture; consider
incorporating Title I resources in policy package.

- complete design of Rural Roads Maintenance project..

= laumch Phase Il of Development Studies project in Ministry of'

Planming, focusing on research and amalysis of policies af?eeting”
imgustry, trade and employment. _ ' |

- amend Expanded Program of Immunizaticn to expand
efficiency/coverage. _

- complete amendment of Family Planning II project expanding
private sector inmvolvement in family planmning.

- amend Western Universities Agriculturzl Educaticn groject o
incluce more oppertunities for women participants.
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- undertake 2 impact studies; ome of participants amd the other of
28 years of AID assistance to the Agricultural Institute of
Boger. _

- undertake policy discussions on recdefining food crops and
fisheries research mandates to better reflect local neegs, and
on barriers tc diversified agriculture.

FY 88: - prepare and present new CDSS.

- evaluate success of Policy Support Program, detsrmine whether
follow-on is warranted. '

- evaluate small entermprise cevelopment portion of Private Sector
Development project--design follow-on amendﬁent-for FY 89
obligation. _

- PDP evaluation complested, results on decentrallzutlon

| disseminated, policy discussions initiated.

- design/obligate new Health Sector Fimancing project.

- amend Education Policy and Planning preject to exband
decentralization aspect and initiate research in selected areas
identified in the Education Sector Assessment.- _

- deSign/obligate new Higher Education Development Support project.

- promcte policies which shift from a system of govermment
controlled producticn quotas for seccndafy crops to market.
determined production levels. » ' -

- restructure the Agricultural Planmning project to strengthen
and better coordinate policy and program amalysis copability.

- design/obligate Private Sector Family Planning project.

- design/obligate Local Resources Development preject.

- design FY 90 Child Survival project.

FY 89

-

G. Management Issues and'Constraints

A number of constraints may influence the Mission's ability to comtinue
progress towards COSS objectives. Intarmal constraints include staff and
funging. The experimental and policy focussed nmature of the USAID/Indoresia

gocgram requires mere numerous staff than may te the norm. Presenc staff levels
are barely sufficient, ang during this past year steps were taken either ic
provicde other staff rescurces or meke better use of those alreacy in glace,

i.e., negotiation of a TSM c¢ontract with Celorado state for cuick, short-term
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T.A., adgition of a PSC in evaluaticm;, and development of an FSN enhancsment
plan. Futuré'ﬁzérmriﬂe&uda/cnﬁgaifagtion of procursment and contracting
functions, creation of a special PD&S type account to func T.A. who can maintain
a professional dialogue with the GOI on critical policy issues, strengthening
the ADP information -system, and employing 3 IDIs.

The Mission is undertaking several steps to decrease the pipeline inclucing
ceobligation of excéss_funds, conversion of loan to gramt and initisticn cf
guick disbursing program assistamce. However, anticipated mortgsge in
conjunction with U.5. uncertainties in the budget make future planning cifficult
-= nct only as it pertains to levels of resources, but also to the available
sources of funding (i.e., child survival vs. SDA). The type of funding

~ available may dictate the Mission's program rather than Indcresia's develcpment

problems. N

While there are numerous external constraints, many of these are secter
specifit and are mentioned later. The main cross-cutting uncertainty is the GGI
budget. Although the Mission is comducting individual project reviews ard
modifications to assume additional lecal cost fimamcing, and wil; provide
support through the Policy,Suppdrt Pibgram, overall GOI budget cuts azre starting
to affect the availability of counterpart staff and sufficient funcing for them
to undertake their responsibilities.f

It is anticipatec that further examiration of organization and managemsnt
issues will take place in the course of CDSS preparation and with the zrrival of
the new Mission Director, '

II. PERFORMANCE AND FLANS

The following pages explain the sectoral impact which has been achieved
towards the goals and cbjectives, the upCcming progrzmmatic anc management
actions, the major pclicy issues, and the anticipated constraints te further
achievement of the sectoral goals.
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2. Major Programmatic and Mansgement Actions

- Extend snd mocdify the Seccncary Food Crops Development project to focus moze
on marketing policies of nom-rice crops and the fisld testing of crop
diversification technclogies that will improve farmer income. (FY 87)

- Revise Agricultural Planning Project to focus project activities on
ccorcirated plamning and policy aralysis in the Ministry of Agriculturs, (FY 8?):,
- Incorpecrate agricultural policy reforms related to diversificstion of the
agriculture sector and increased rural employment and income in the nmew Policy

Support Program and Title I megotiations. (FY 87) ' _

- Continue policy discussions to recefine fcod creps and fisheriss research
mandates to better reflect regional and local neecs, rather than pra-octupation on
sirgle ccmmodities (FY 87).

- PDP evaluation finalized and results disseminated. 0Oiscussions initiated
with key central government agencies about program and policy imitiatives based cn
POP experience. (FY 88-89)

- Rural Roads Maintenance project.design and negotisticns completed. (FY 8§7)

-' In connection with decentralizakion of irrigation and roacs efferts, 2 new
project cealing with local revenue genération and cost recovery through payment for
services will be initiated. (FY 88)

3. Pelicy Agenda o - : T

a. Agricultural Diversification: Expand and civersify the agriculture sector
beyond rice and shift from a system of govermment controlled feoed procduction gquotas

ang area targets toward more market determined lsvels of procuction appropriate to
régionel agro-climatic and marketing cémparative ad#antage. Regrganize the
extension service to deal with multipie-croppimg strategies, especially in the
areas of integrated pest control, and soil and water management.

b. Decsrtralization: The Mission will seek GOI commitment to revising budget
procecurss frocm a centralized system toward more direct allocation of Funcs te

nrovincial level resesrch and extension entities for activities that are jeintly
lanred, mchi:c:ed, and evaluated. Where appropriate, commitment on gsreration cf
local resources for leoczl development will alsc be sought.
During design of the Rural Rcacs Maintenance Preject, major policy issues
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inzluge earmarked'funding for maintenance, increased staffing ard precedures to
establiish maintenance plans and budget allocatiorms. _

¢. Rice Policy: Review changes in govermment purchase prices for rice that
are neeced in order.éc encourage farm level storage and processing.

d. _Acro-PrOCESSggg: Review restrictions that inhibit investments in

agricultural processing anc agricultural tradé, such as, unnecessary formal
licensing procedures and other pricing barriers for moving agricultural commedities
from arsas of production markets, licensing procedures fcr establisning
agro-processing facilities, the pricing structure and import restrictioms for
commogities which have an impact on the agricultural sector. '

4. Censtraints (Successes and Coportunities)

a. Policy Resources and Capability: Establishment and staffing of a policy

analysis unit within the Secretary General's office is reguired in orcer to
trengthen MOA planning and armalytical capability. Unde:_the current
organizatiomal structure, severzl unitéﬂin MOA have overlapping responsicilities
for planning and analysis. Initial steps are being taken to improve this '
situation. For example, a computerization pclicy has been drafted which sets fcrth
recommenced changes in organization of data collection and analysis.

b. Food Croo Technologies: Though the GCI is giving increased emghasis to

civersifying the agriculture sector, there is growing evidemce that rice procucticn
levels may be difficult to maintain over the long run. Most of the major area
expansiocn hes taken place, current verieties are yielding nea:r their tiolegizsl
potential, insect infestations are becoming more serious, anc at the same time,

‘tice supply must expand to match the pace of populaticn growth, The government'

must deal with the guestion of how much additioral investment is recuirsc for rice
technclogies vs. investments in seccndary crop cevelcpment. There are slsc issues
related to the most appropriate palicy instruments--pricing, subsicy levels, anc
marketing incentives-~that will stimulzte both rice procuction, szs well as
diQersificaticn._ USAID is supporting special stucies and research thrcugh several
projects in order to provice the analytical base for the GOI to make aspproprizte
nolicy and program choices.
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As civersificaticn cccurs, more attenticn is being given to investment in
rainfed arsas., USAID support to irrigation and uplands cevelopment presents an
cpportunity to test new farming systems technologies, measure changes in
productivity and inccme, assess the impact of subsidy levels and reccmmend program
ancd peclicy actions that would affect cevelopment of vast upland and drier regions
of the country.

c. Marketing Information and Forecasting: Lack of supply, cemand ang market
intelligence infocrmation for mor-rice crops puts policy-makers, small entresreneurs
and farmers at a disadvantage in responcing to policy or investment cpportunities.
Diversification of the agriculture sector will be hindered until there is a better
ungerstanding of market flows and barriers, demand and price sensitivity and the
solicy intervention reguired to stimulate both supply and marketing of ncn-rice

crops.

—
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2. Major Proorammatic and Management Actions

a, Improve Rates of Infant and Child Survival

- Evaluate CHIPPS project for lessons on decentrziizaticn, (FY 87)
- Amend Expanced Program of Immunization to increase immunizaticn activities.

- Peolicy discussicn will be initiated through the Initegrated Task Ferce cn
issues relating to the organization and management of integrated heaith and family
planning service delivery at the village level. (FY &7)

- Develop Social Marketing Strategy to guice new prcject development. (FY &8)

- Start-up of new $15 million Health Secter Firancirg project. (FY 88} '

- Evalyate pilot activities in 'community-based heaith-family planning., (FY €

- Feasibility studies, assessments, and plans to develcp Health Maintenznce

Tganizations and other forms of pre-paid managec health care schemes complieced.
(FY 89) ) '

- Increase policy dialogue with MOH to encourage cerizal level cecision maksrs
to grant greater managerial autonomy’ to provincial, cistoicst and siocistrict
agministrative levels. (FY 89) . -

- Initiate cesign of major FY $D Child Survival Froject. (FY 83)

2
-

s

b. Increase Voluntary Participation in the Family Plaprnirg Proarsm.

- Amend FPDS II, focusing on training, social marketing ang voluntaly
sterilization, (FY 87) '

- Policy diséussions with BKKBN to cetermine metirocs $o achieve privagtization
goals. (FY 87) ‘

- Evaluate research, management, and voluntary st rili:ation'ccmponents 2°
FFDS II (FY &8). _ ‘

- Complete urban and village family planning, mocern management ard vocluntary

sterilization compcrents of population program. (FY 28)
- Private Sector Family Planning project iniziazted. (FY 85)
- Discuss with MOH/BKKBN naticnal level pclizy arc program guicanmce for the
integrated health-family planning service delivery mccel, ( b
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3., Pelizv Agenda

a. Health Sestor Financing: The Mission will seek more efficienmt allocaticn of

budgetary resources so that preventive and promctive pregrams, which have tre

greatest impact on infznt and child survival, can receive creater emphasis. The

major policy issues are: (1) whether resgurces can be shifted away from ~ospitals,

fixed facilities and crugs to preventive anc pudlic health programs which are
ifficult tc finance privately, ard (2) whether the MCH can megify its noliczies
such that the burden foo curative care and perscral health services can gTscualily
be;shifted o the private secicr and to sacizil firmancing schemes.

o. Faolicies Affecting Programmatic Prigrifles: The MOH has justifiably

assigned pricrity to Family Planning, Communicable Disease Control (EFI, dizrsheal
cisezse control), Nutritionm, anc Matermal Child Hez=lth to maximize impect cpon
Tecducing IMR and CMR, Hewever, morticily anc mertality surveys heve shown tnat
acute respiratsry infections (ARI) zze the majcr causes of gisezse and dseth in the
irfant and chilghocd years. A major effcrt will be to estzbliish neti:nalV:cl;:ie-_
t5 incerporate ARI trsatmer: modalities;inta the integratasd health snd family

clanning programs. i

¢. cther Infectious Diseases: Mission will work with GIOI to cavelop raticrales

pelicies foo preventicn, treatment and corizel of nepatitis 3 eng AICS. Heodatizis
2 is nvperercemic in Indoresia with 13-20% of tre pepulatién 2s chronic sarrtiers;

spread of this infsction jecparZizes immurizationm effarts. Acguired Immure

Ceficiency Syncrome (AIDS) acoearance and spreac is imevitable In high
st zrass ameng nign zisk oopulations; sgecific policiss far

concentrstion touri
survelliznce are cusrently lsacking.

c. Family Plarning: The Mission will suppert pclizy £3 increase privete sastes

family olanming ssrvices coverage oF acsesters now 20X ts 80% oy tre ysar 200C.
This will re::i: revision cf cusrent policises relzzad to: (1) distTibutiom of
comtTacer-ives bty para mecical workers: (2) GCI provisiszn of Tree coriraceptives in
crivete Zcctor ang migwife practices, to privats clinics, znc <o hespitals; (2)
estaplisninrg commercial sales networks tO replace EKMEN logistics sugpert; (&) the

cevelzpment of svstems {2 crlant oublil
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4, CZonstraints. (Successes an® Ocportarities)

a, fchieving Further Fecustiors Ip Mortalicy z-d Fartilitv: IMR has fallen
tom 135/1000 in 1971 to 80-35 in 153£, GOI tarcezs for IM are 45/1C0C by 2CCO.
CBR has fallen from 44/1CCQ in 1871 to 32.120C in 1986, Tc ackieve GOI fertility
*argets of CBR of 22/1000 oy 20C0, = further Z1% cezline will be reguired .in the

rmext 15 years. With prevalence -ztes at 1%, iriarsi®ied effarts will have o be
zintzined to Tesch tre remeining 32% cf harg ¢are moh-acceprors.

. To effect these reducticrs, Mealth and family clanning services zlcre will
not suffice; lmproves ecucation and conczmitars scilic-sconomic cevelcpment must
alse occur. Given Inconesiz's present e2cmomic siffizulties ir tne nmear temm, it
is proolematic whether the health z~c family plan-ing srograms can atizin sueh
amcitious reducticns In the face of unfavoredle sozisl and ecoromis esnciticns,

5. Naticnal Priorziries/Eudcetary Zonstozinie: 3s government reverues snoirx,

cutclic ssctor expencituras on healih in particulat, anc family planning t2 3 lesserf
Extent, s-e contracting. The centrzi government's heslth bucget declired 10.€% 2
1588 anc 25% in 1987, The family piasnring twdget -emaining relatively constant in
1986,‘sustalned gz 6.5% reduction in 13387,

ter: Wrile 3KKEN has been fazirooming in expancing the poivats

sectcr Tcl2, the MCh has ceen- less raceptive.

| TwG milesicnes have cecertly accureo in this regard. The MOS mas asreed o
explera a greater role for the privats secter in fimarzing arg delivering nezlzh '
czre inclucding an expandec'rcle for privatz pra-rzij maneace” healtn cars schenss
anc o ‘“Vestiﬁa* an expanced role for private rospitals. ‘

Ailsc, tne MCH has esncorsed sc=izl marxetir: as a strategy %o create Jdemard
far its se'vi:es,'aud ras affcrdec the private saztas @ reclie in concucting marnsst
sUoveys anc mass mecia communicatiors seconcary to the socizl marketing
imitiztives, Tnis braskibrough nas sliowad the Missisn to ciscuss gossivilities
fer other social mackeiing “rc:'ams wizo toe MOM irclucing immunlzatiers, Vizamis
A, and iren sucpliements,
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Mz jor Frogoammatic ard Management Actions

L

edesicn Financial Instituticns Develcpment Phase I, recuce LOP cost cf‘prcje
by 34,75 million. (FY 87)

‘Jesign nmew Pelicy Referm Support Pregram, including new pelicy initiztives in
#inancial markets and agrisultural oricing and trace. (FY §7).

Launch Dgyelopment Stucies, Phase II fcousirg on ressanch and armalysis of
solicies affecting incusiry, trace and ermployment. (FY 87)

Formulate rew of fice girections, incliudimg a broader private sector suppert
rcie and an increasec odlicy focus. (FY 87-88) '

Follow-up on mission feccmmendations resulting from review of Urbanm Stoatagy.
(FY 88).

Zvaivate small-sczle investment pcrtion of Private Sector Develapment;'cesign
FY 8¢ Private Sector Development Amendment. (FY 88)

Fclicy Agengz

-

a. investment: Tc insrease tne supoly of lccal invesiment capital ancd &9

imcrease the relative rste of retuon on lecal investments, as comDErec to cther
forms of saving anc investmant, the Mission {s desigring a policy suppozt poogram
ics

aimed at inmereasing rescurce motilization and Improving the efviciency =7
: u

aliceoaticr.

”~

leverage GQI and comor funds for small husinass cevelopment by-

chnanneling them througn orivate secter initiastives rather than coverrment

[

retitutions, we arz cortinuing cemonstration efforts In Certrel Java smell

antergrise develcpment.

(s

b. Markat Distortion: To eslimirate oclicies which cdistors

expors costs of ircuts and firished crocucts, Doth in incustrial ang agricul-ural

meTksts, we a-e orovicing tecnnical assistance Tt the 3tat= Planmnirg Agencv urcer

|y

are
Acr

ieulture and Industrv aro with the fiat

Cevelopment Studiss preject.

c. Privatizetion: 7o encourage GUI zivestiturs of sizle-cwned ertsoorisss, w

meeting ragulsrly with GCI Tepresentatives in tne Ministries oF Finarce,

Flanning agercy, expicrirg the ogssin

11}

1

~cle pilztsrel assistaznce can plav in overcomirg hurdles to orivatizatiorm, Secau

of

sensitivities inm =his arez it is unclesr at [Ris point wrmethes USEID will ce

Tecuestss to pravice support.

~

omestic, import and

=

E
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Constraints (Succasses and Ccosttunitiss)

Eree Trzde anc Irgreesed Comostition: Zlimiration of present »clicies wnich

b bt

aistort the marxe; and restrict Tree and open **aje may be hampered Dy
{a) fezrs of forsign/Chinese competition inm comestic marxets; and

(h) vested interests in monopoly trade anc investmant licenses.
Privatization, Intermsl Rescurce Mchilizatior amd Efficient Allcecatisn:

-

Internal GOI debate on privatization vs. state control, and related emple 'ﬁent

impact is still underway. Mission must be attumea to political aspect of
privatizaticn., Resources frem FRE 'and from the Mission's Private Sectcr
croject have pravidec an cppertunity %o looxk at a rumoer cff pessible zeforms in
this zrea rarging T-om pension arnc capital markets cevelopment fe investment,
and have civer USAID regular access to the GOI on these issues, We have
giscussed with the uGI pcssible assistance to encourage srivatizatiocn, Im the

meantime, thrToUgn tre Felicy Support Frogram, Oevelopment Shucies F Frojest ard

~ stucies uncer the Privats Sector project we zre working with the GOI on refcrms

that will *acilitat e privatization by enccuraging a foee and cgen comoetitive
environment, '
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Mz jor Programmatic ang Marzgemert Acticns

i

4]
N
)

trgngtiher Salicy Aralysis arc Formulation

- Formative eva lusticn corductec of Educationsal Po-*cy and Plannirg T
to casult in mid-course -correcticrns and guicance for orcject amencment. (FY E7)

-

. L)

- Study mcunted or feasibility and cests of using private companiss o cdeliver
ve/tech training to pre-emlsyment youtn. (FY 87 .

- Assess Mission orcject efforte to eFfect mariagement Improvement- in the
public sector. (FY 87)

- Pelicy criented study of Opén University to assess in-service teacher
ecucation programs, (FY £€7-89) _

- Pciicy research studiss concucted includirg guality of tasic education,
manpower prcjections, inmtarmal ang extecral efficiencies of the system,
Secentralized financing of ecucation and lccal ccmponent curriculum develcpment.
(FY 87-85) , ) _

- New prrjection mocels ang MIS for policy aznalysis cpersting in MCE. (FY 83)

-~ EPP amercac to allow acditicrmal experimercation with ,ol;:_es ard pocoranms
at the provincial anc gistrict levels. (FY 88)

b. Strercihering Agrictltuzal and Public Yealih Education Programs
~ WAE preject arerced o increase numbers of aomen fatulty members recsivin

0

cegcrze trainimg. (FY 87)
- Impact study concuctsd orn 28 veasrs of AID essistancs o the fgriculzerel

Institute cf Beger. (FY 87)

- Establish throee mew Faculties of Public Health. (57 87)

- WUAE evaluatad teo detzrmine final cousse correctiont nesded, MeISUIT
SITCgress teweld institutioral cevelooment otiectives arc determire acfitisrel

future needs for tne agrisuiture Faculitiss. (FY 88}

LY
acuities cf Puplic kezlin pogjszt. (Fy 23]

- Mld-tEﬁn eveliation of
. Excencing the 3zse of HicnelLevel Skilles Mzhpower
- FFC-sponscred Farticipant Impact 3tudy urce-taken. (FY 37)

- Mucually advantagscus catrterns of ceoperation in particicant trzining werked

out cetween AIC anc other zgsncies, cdemestic and foreign., (Fy 87)

-
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- New preject ceveloped to Breaden tre base of gualifisd staff at the public znc

private Institutes of nigher learning. (FY 83}

\H
.

w
.

-~ Fi-st exteonal CGFT II croject evaluaticn concucted, (7Y E£8)

Policy Agenca

Efficiencies of Egucaticn: To promete a more interrally ang externally efficient

ecuzational system at 2 ccst whizn is manageszble %o the centrzl goverrmmenz, the
Missicn will pursue policy issues focused cn cdecentraiizimg certain aspects of the
systam, involving the private sectcr in the attzinment of ecucaticnel objectives
and igentirying alternaste sources ang chanmnels for fimancing =2cducation,

Privats Sector Fartizipants: 7o meet nigh level marpcwer needs on a brozcar Lasis

crivata sacrir employees.

trrough overseas training, tne Mission will explore ways to expcand the gool cf
prospective candidates to incluce a wider ramge of pre-sérvice and ir-service

Constzzirts (:ucbesses and anc:tun_t1es‘

Politics vs, Aralyses: Decisicns on =ducat1cra¢ Pcllc:Lﬂs anc pracr:ms have mzjor

‘Tegarcing tne planning functlon constrain the petsrtizl impac

snc&a—ool-t*hai imsact anc are therefore never driven entirely by datz-based
aralysas, This political fact and tre crganizationzl amticuitise witpin the MCZ

e = R -
¢ of a policy aralrels

5]

]
and slannirg unit within =he MOE. Thess procléms-need tC e solvec tefers
ecucaticmal olanning skills ard processes czn he succsssfully strengthened
Natioral Supnort for Participam* Training: The JVC has prover success®ul in inizisl

ttempts to cocrdinate carticipant tTainirg srogress for s muliitude of corors. To
comtinue to sxpanc, mechanisms and funding reed 3 be es aclishec o irgrzass zeth
orofessioral and suppost staif.

T.ﬂ

sereinztion:s The Mission has success 11y infivsnced other domor efforts

principally through the wotk of *he Zcucationai Sector Assesswent. 'UNDP, for
example, has used this reosrt as ine tasis Tor cavelcsring an agerca of bc;icv
re=searzh studies 0 Le conductes I1n the MCE zver the :ei: few years, I3FD nas used
the results in cizpning rew initiztives in sress of education improvemens,
gszessment was usel Dy the Missicn %2 initi;fe an chi Geners' Ferum wrizn Is row

me=ting Li-monthly with 3 membership cof 15 o2iganizaticrs.
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2. Mmaics Proorammatic anc Maragement Action

- Assess and rzview financial management capabilities of FVO/NGC pariners,
initiate acticns to imcrove these capabilities. (FY 87-88‘

- Assess PYQ Cz2-Fi project strategy including s:-erﬂtns arc wezknesses cf th
MPS grant format. (FY 87) _

- Complete the PVO Co-Fi evaluaticn. (FY 87) _

- Expleore nechanisms aimed at the premetion of institutiorzl self-reliznce
models for 2YCs. (rY 88)

- = Assist with ard encourzge closer selstions with uOA far jeint C I-FVC Funces
crolscts tzther thar continued furging througn Co—i II, (FY 88)

3. PFolicy Acenda

a. GbI-NGC Relaticnships: Ercouczge c¢oxdisl reiations tetween th2 GII anc

coin U.S. ard Ingeresian NGOs through policy cialogue and premetion cf (1) jcint

.S, PVC-E0I orojects and (2) in ss*ng professionziism of leocsl HECs as viztle,
glternative gevelopment inmstitutions. .En: uTage the “advo acy without becoring an
acversary" tesnrigue of policy ciszlogue that Ras allowed loczl NGJs to cgerate.

[

c. AID-GRI Role: Promote pelicy-orienteg research of PVCs by acting as an

Iintermegizzy betwesn FYGs ang CCL

. Cerstrzints {Sucresses arg Sopcriuritiss)

g, 1rcamencant Nature of PYDs: FVYCe/NGEs teng &2 ce ;PCEDenCEWt ind guarg their

[-¥

auicncay; Sugsesticns fiom outsice are often viswed negatively. Tris is an
costsele to ccersinating PO activities as well 3s cromoting a closer
cogocinetion of UL3. =V0s with GOI sorojects.

=, Seli-Sufficiency: The acility tg attain self-sufficiemcy cov PvCg is depercean

s 3 ]

cn skills often lagkirg in #VCs, l.e., firancizl managerment, cevelcoment cof
15

n

casteeffactive propesals snc funo-raisi~g swillis, These must be overcome

cefore PV0Os can e "wesned" frcm AID a---s*-r__.
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A. Finamcial Issves and Finsncial Tables

Sroisct Portfclic: The currsnt size of the pertfolio (27 oroiects down \\\
from 45 in FY 23) will be slowly reducad in the next three vears. During FY

87, twc projects (Sumatra Agriculture Researcn and Family Flanning I) will te

closed anz che new prcject (Tistrict Roads Maintenance) anc one rmew srogram

(Felicy Supgort) will be acdeg to the portfelic. In addition, three projects
will ce amencec (Evparced Program in Immunizaticn, Family P‘-nrlng IZ, and
western Universitlies Agricultural Scucation). In FY 88, the Missicn exoects
to close cut three projects (Provincial Arega Cevelooment I, Citanmduy II, and

Timer Malartia), iritfiate two rew siarts (Health Sector Fimancinmg and Mizher

%)

Ecucation Davelcpment Support), amend twe or-going projects (Sec,nccry feed
Crops ang Sducation Policy ard Flanming) anc restructure Agriculture Slanning.
Picelire: Accersing to Mission projections, tre pipelinme will
gsignificartly cdecline In the next three years. The Congressisnal Presentaticn
sub¥itted in November 1586, estimated-expendituras of §71 milliern (FY 87) armc
£85 million (FY 88). However, these sstimates wers tasec on a 325 millicn LOP
far the rew Fclicy Support Program.  The Missicn now clans $6C million LCF
(343 millicrn in FY E7 witn 3 possivcle 317 millicn amencrent in FY 85 oo 35)
for tnis rew, fast disbu ursing, program with prejectsd expercitures cf $3.3
million in FY 87, $35.5 million in FY 88, ard $17.C million in FY 8%, As a
ccrseguence, FY 28 expencitire projestisns will increase by $27.5 lign and
toctal perifelic expergitures (total sxperditures for Fclicy Stgpent emcunting
tc $35.53 million) increszse to app-oximately S112.6 millicr. {Actual
exosrgitures depenc upcn the spesc with which the Policy Suppcrt Foogram
Jreswent is necctliated and spcroved, Ea:ly crojecticrs For FY 85 zre for

(1]

i'l'

stzl expercgiturss of $50 millicn which incluces S17.C0 miilien Trom the Seiicy
Supgert Program. P the acove projectisns are ccrrect, the picsline w

geclire o $24€.7 million in €Y £7, 3178.3.million in FY 8% ang $133.8 million
in FY 8%, or less than twc times anrual levels of cisoursemert. Attachment O
cIevifes informaticn on what the Missien has Sore o Bzing about thes

m
)
T
m
)
ul
L]
h

“ortzace:r AU the eng of FY S€ The mortgage staod =z 3¢l millier, Tre
“ission expecis this level =0 oisz smarsly In the next thoee years, cue Iin.

n oplazrred new staots snd amencments to
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sots the mortgage is expectsc to increase to 31il million &
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FY 87, to $iCF million in FY 288 zne $210 million ir FY 8%, This level is

tetwesn 2.5 ang 3 times sur estimatsc vearly OVB during *he same time pericd.
Loar/Grart Split: During FY 86 (CYB) the percentage of ¢ramt fimamcing

-

tc Inconesiz increases significantly, moving from 52% in FY 85 to 9% in 7

a€. The grant proportion is expected to remain at the &5% level in FY 87 but
-
L

slowly geclins thersafter. The hich poopertion of grant financing reflects
th2 snarp ecsnomic cowntuzn now facing Inccresia and rew Indonesian
certrzcting regulaticns which make lsan financec techrical aésistance
extremely difficult ard time-consuming {o uncertexe. It shoulZ alsd te notsc
that tre Mission nas reguastec a conversicn of loan to grent funcs totzllirg

-
L]

153

-,
-
-

millicrn. The corverted granmt funds will be used to finmance the -ew

L

Suppert Fregram (825 miliion) anc to restoucture Teour ch-goirg projects

1

u

'_'

elic
(85.15 miilicn) toc enable them to prcoure tschnical assistance and flrancs

e

policy rslzted researcn. _
Deccligation: Planned cecbligations for FY 27 total $37,147,0C0.

S10.597 aillicn of this tctel is morey cs-obligateg from onegeirg ard

tecminated proiects with excess funcds. $17 millibn will be cscbligazsc frem

the Small Scale Irrigation Maragemént croject; (hewever, the Missisn plars to

3

QuNt t3 ITs mertgage enc im effect Is cnly boTrowing ffe funcs frem

accd whis 2

tre profest); and the remaining $7.1° million will o2 deobligstel Trim ergeing

profects to enacle the Mission te snift from lean £c gramt funcdimg wizihin the
same projects for sppropriats actlivities.
Crerstinc Zxosnsaes: Tne Mission will attempt to necgsuiste 3 Trust Furc

commitment with the GGI for IFY 83/89. GltAcugh “he Missicn successiulily
regctizted a commitmert fer IFY 37?88, iz =zarnct be tzker as z certalinty that
tme Fung will continue Seyong that time,'given shercly ceclining covermment
Tsvenues and susters nationsl bucgets. A possitis indization of wnether
continuation 1s possisle shouls o= available im January, 1583. It is
regognizeg that CE funcing is tigri, bul the Missicn ur;escﬁIS/w raintsin scme

CE flexisility o provice succort if the Trust Furd is abclished oo secicusly

ey i e

fecucea.
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2. Evaluz-ion Flz-s

A tctal of 1] proiect eveluatisns were scheduled For FY 2€ as well s
contirued work in 53 program sress. Of the projects, £ are completed, 2 are
chgoing and 1 has tesn posiponed o FY 83.. Five prciest evaliations anc 8
special studies are cresernily scheduled for FY 87, See mors cetailed
infermaticon in Attachmer: A, |

The evaluation activitiss comolzies over the past year and these clanrmes

-for FY &7 zng 7Y £8 continue to reflect priorities estatlished in the

Mission Monitering and Svaluaticn Strategy (1585), This strategy outlipes
the neec for a program ares crientaticn in evealuatisn =fforis. s part of
a.r efforts to stremgthen selected crogram areas curing 7Y 34 anc <Y

meve placed speclal emphasis on estatlisning pexformanmce monitssing systems
&ns on special stucies, ' '

In late FY £§ the Missicn reviewad progress in the pregram ar

@
o
w

iritislly selectec fcr experimentation, snd medifiec them accorcingly. The
selectec program aress currently ricelving Missicn criofity sre: Upl

D

gricultire end Conservaticn (£97-07€1/0311), Firarcial Institutions
Develcoment (497-07Ll4), Primary Health Care (457-0253/C273/0305/0325), zrc

n

Entercrize Cevelopment (&57-032%). Frogress anc pricritiss in 2ach

a3
-

13

outlingd celcw.

LUplands Agriculture end Cgrservation MEE activities have maved ferward
tanidly cuning the sast yest., By the snd of 1286, the Mission hac
estzriisheq a soliz empizical catabass proviging evicesmce of program
serfermance I the Citancuy Easin, i g
sorc-ciimatis data, could e imsctoumental in echieving & rteform In GII
uclangs 2onservaticn pelisy awey from 3 singular smobasis on cerch
terracirg. EfScrts to institutionziize the memitoring technclogies

o~

gavelcpec rsve procesded well with the 3CI grocosing an extersicon oF the

) = q

Citancuy perfcrmance monitorzimg e other arsss. Future sgeclal stugiss will

5208 on Th2 role of suDsidies inm czeid cdissamination of improved

zeshrolegies in project areas anc pessizly rnor=pred
majcr technclegical (esoecizlly crop-cdiversificstior) charges rave cesurrec
without {(of with m This will rel>

imimgl) cirsct govermment interventicn,
2

clatify tne potentizl ole for soivate irdtistive Inouclancs savalogment.
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Substantial progress nas besn mades in ceveloping an oveszll MEE strategy
and implsmentsticor plan %o support a stirong, vizble rural finmancial
imstititions éystem. A tasicz systzm for tracking the develpogment ofjvillsge
lsvel crecit units has teer completed and data is now becomisg available. A
Tecert exploretory stucy of formal and informal viliage credit -esources
reveaisc the existence of complex crecit institusions arreacdy serving rural
ceomunities. Follow-up stucies will assist the Mission in assessing
Semeficlary impact anc assist the MOF In tailoring its pregram t2 mest iocal
cemang for credit services. OCuring the remaincer of FY &7 and FY &8, the
Mission will focus cn ceveloping an overall resesrch zgenda as part cf the

-
-

FID Projest and will begin aralyses of the local unit performance monitecoing

In crimary hezlth care, progress was made in protlem icdentificaticn,
thouch minimal srogress was mace in the articulaticn of arm overall MiD
s=ratecy. Instead, tne Missicn Is giving sttentien to cuilging MCH capacity

to monitor it rmance and studies are underway Or are plarred to

-
L

e initiztives. Two speczizl
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measurz impac
stucies ralated to grimary realth care program wers carriasc out in 1986.

Ve first reviswec the sTtrzngths anc weaxnessas ¢f village heazlth cadsr

s.
The G0I's cucrent servicss cdelivery strateldy incrsasimgly Cepencs on thess

)

3}

sacres for implementaticn, This study righlights cacre Limitstiors an
menc2 will contrisuts bota ‘o improving cadTe-nasec activities ams 0
rczssessmert of the current servize gdelivery strategy. Tpe seccrc stucy
ach toc =hild crowth mcritizing cevelcped Ly
r Chilc Survival “uncing. In adoition to irtrecucing this
moortant innovaticn for further tastirg ard cevslopment Dy tne Indoresian
reslth community, this stucy ras besn instrumental in cemorstrating a
Rzpism through waish which PVCs can maxke contributions tc tne G3I hesltis
services crogram,
The Mission's erterprise cevelcpment pocgram is an imoortant explorstarny

i

2
geffzrt almec at lesrning haw to a2ssist sntercrises mors sflsctively wil!

moritoring svstam wgs Iniziated o 23sess orcest impects In ezcn of the
small scais encatgrise suo-grojects.  Future speciz. ztucies will icentify
corstraints con entsooriss cevelopment faced inoselectsd ingustizies foin
within and outsize of prgiest arsas.
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1. Title I: Belationshin %o the C0SS: Since the last Acticn Plam,

Indoresian economiz crisis, brought about by the dramatic ceclire of
petroleum 2rices has steadily wcrsered, bs a cesult, the Mission plans =t
mocdify the use cf scme rescurces, including PL 480, to assist Indenesia
curing this period of sconcmic downtuzn, Title I resources may be utilizeg
t2 supplement the Policy Support Program, wnich supports initiztives zimec
&t increasing rural incomes anc empleyment, This is in lire with CCSS
otjectives of increasing off-farm employment and strengthening anc |
diversifyihg food production. _ ‘

The Country Feod Situatior: The Inccnesian {zod procucticn picture

tnrough the coming COSS perind is 1ikely to ceontimua to ke faverscls,

neverthelass, after steacily increasing over the past four vears, rice
zrocuction Is exgegted to decrease slightly Cue to many Tactors -- heavy
reilance cn twe main high yielding varieties,'atsence of suitzble land for
further expansicn cof i:rigaticn, ahg resurcenrce 2f insect Infestaticrms. Fer
axample, the rscent attack 27 the brown grassnhchper was primsrily the result
of cveruse o7 pesticices amd continuous cropoing of rice. Coop
civersification could help bring tris situaticn urcer confrel.

Corn procuction, after 2 cip In 1933, continues td make stealy nrogress
ucwases while cassava croprecd, largaly as a result of a 7‘
Pparvested area. Imprris cof coor ao2 projectad to ce at very modest levels

ihCrezse 33 oS

wn
mn
e
)
(]
n
or
m
o
F
0

c comestic feed manufacturing IndustIy expands.” Acccrcingly, impoots of

soyceans coulc imcrease suostantlally cver the rext several years, wWhest
are projectec T2 cecresse v 151,500 MTs from US FY 86, Tnis is
function of tme inacility of Irccnesia to iTpeot wheat Sc meet

iremerts 25 commercizl terms wnile facirg Ilts curcent cudgetary oroblams.
q’-

)

i
Statisticzl cata on locsl criductiocn ang import recuirsments fur mein
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Logal Precduction: (in 000 MT)if

Commezity 15384 1585 1986 - 1987

Rice (millec) " 25,825 26,337 26,585 25,3C0
Cern 5,339 4,055 5,360 - 3,50C
Cassava (Fresh) 14,174 13,762 13,300 13,700
Scytean 25 .. 743 "ase 930
wheat C 0 Q 0

L’ Ref: FAS Report No. ID-7007 cated 20 February 1967

Inport Bequiremsnts: (in 0CO MT)

Commocity - 1sey - 1985 1586 1987
Fice (milled) 387 34 21 155
Cox £3 0 3 30
Cassave (Fresh) ¢ o] 50 : 75
Soycean 401 - 375 25 300

Whaat L,43E 1,317 1,551 - 1,20

Frasent Food clicies aro Referms: Title I :esaurtes'will k2 couplad with
-
1

2.3, funding to support ceolicy efforts zimed at:. (1) strergtrening erforts to

@xzang erc civersi fy the agricuiturzl sector befcnc the singie Tocus on rice;

2} remcvirg restricticns thet imhibtic spvestwents In agrizulturs

£33

. . ‘o

proez2ssing and agricultural trace. This link to pelicy efferis will reguize
cressed -esources in FY 88 or FY 89 either through Titiz I oo Secticr 413

)

fcog for Frogrsss, tozelling £35 millicr,
&

P - -

Use of Prozosed Commeclitizs: Curing &Y 57 anc 8¢ rescectively, Inccresiz

is likely to imgost 1.5 arg 1.7 millicn metric tens oF wheat. Tor 7Y 87 tne

-

GCI has reclestad 330 million im US Title I ccncessi:ral

"‘n
n‘l
3
0
| 2
i}
g}
F
¥
]
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|
x
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o
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[

tely 23C,0C0 Mvs oF this Tigure., 4s in the cast, the w»hest

A
m
{

Sover asproxi

%ill te processes Inte whest flour for local comsumption in Imoonesizn fleur

mills. The local srize of this flour will scntinue to be coorzirates wit

ather orimary focdgriin coices, such 3s rice and oorn, o assure rmarket poice

stacilizaticn. The Missicon #ill continue to 2rsure trat 6C% of lccal sales
1

creogescs will oe saTtmarksg for self-bels measures.
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oeal Jurrency Use: Crop diversification is g Mission pricrity now thas

Incenesiz has achleves selfwsuvficiency in rice anc mey be scproaching the
limite of its rice preducing capabilities Dy the end of the next cecace.
Sffcrts to crovice a policy enviromment corducive to increased production znc
=rop Civersification will be helinsc through the Title I-sugperted Polic
Suppert Program as well as pattially through a Secticr 106/108 facility
presently "eirg ciscussed by the GOI and the National Cooperative Business

. Assccizticn Indormesia (NCBA/I). The latter should a2lso affect faverably tre
formation of private sectcr venmtures in the agricultural osrocducticn sector.

L1

Altrougn specific s2lf-relp measures have rot been regotiateg for 7Y 87

I, we anticipats establishmert of a special account ints wnicn Title I
sales gen I:thnS would e deposited for prejscts wnich supecrt the GOI's

¢

develepment of sn agrlﬁultuta- cdiversification strategy, facilitate matkat
Spportunities for agrizulturzl procducts, encourage the remgval of restoictive
crocecures ard practices in agrisultursl preduct precessing anc'mé:xeting; anc

-

accress critical issues of groundwater ard other natural rescurce manacemen

-

s Shculs these negotiziions not, succeed, the Mission wi 11 negotizte SAMs which

csrtinue to be linked directly “o DA-fundsg project initiatives, but more

narrowiy focussed.

a4

- Sectisn 1C6/1C08: The Missisn in ccllabcraticn with NC3R/I, is

ex;lo:;ng wizh tme GCZI, esteblisiment of a Title I Section 108 facility., I
t=is is complsiec In time we may utilize a portion of the FY 87 Title I-
allocation, ctherwise we will earmark « pcriion of FY 88 Lccal currency

snerztions,

[[p]

-~ Storage anc T:s*r;:LL_cw Faeilities: The mills which will rrccess the

Titie I wheat are iccated in Jaksrte, Surabaya and Uj

-

C
.R
m
o
0.
1)
'J

Trey

ccal Frocductiar: Incderesia is rmof 3 wheat-procucing

g-evose, Titls I wheat Imports will mot fescit in 2z cisincentive

J

coLnirv,

{1)

T2 comestic creoduction. The trend towarss crimarily urcar consumgption cf

-

whest fleour will mot have g magative erffect on the comsumsiicn of tigs, coin

= ~ 9r 22ssavs. a
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Ceotplements thres majcr cojectives cf the Missicn's strategy:

-

Z. Secticn 41€(D) - Feod for Pozgress: As incicatad crevicusly zn

ir sucpezt of asgriculzural

u

increzses lsvel of P 480 is reguirss in FY &

oolicy refgrms linked to the Policy Suppert Pregram.  Should Title I resouzzes
of $25 million not be available, <he Missicn will develcp a proogsal Tor
Section 413(b) assistance uncer the Food for Pregress Program.  Our telief

-

that Fcod for Progress is a viable cotion for supplementing Title I levels i
Dased on the fact that Irder=siz, despite its bresent ezcremic ciffisulciszs,
is evincing interest in pursuing agricutltural peclicy -ofcrms in the arezs cof:
{1) pricing; (2) markefing of proauction; (3) input supply and distributicn;
anc (4) private sector investment.

In exercising the Fecoc for Fregress ootion, tne Mission envisions @ level
of é;prOXimately 320-315 millicn worth cf wheaﬁ. The Missicn will ensure “kat
in adjusting UMR lzvels, ncrmal commercial sales are ret cisclaces.

Monetizaticn preceeds from Food For Frogress would ta cepcsite?d In the

special zeccun* in cenjunction with fumds frem the Peolicy "Suppert Procram o
-

programmec in supcert of the GOI's cevelcpment of ifs agriculiural
diversificztion strztegy; the goals of which c¢irectly complement Sectlon

215(b) chjsctives. -

- - -
. Y-
rne AL 48C

2, Tisle II: Felationship to the CD33:

of primacy nealth care; (2) expansicn of poocuctive cf-farm empleyment; zrc .
(3) the suppert of pclicizs which will cormtrifute o the festering of privat
cter initiatives. ]

CART, CRS and the NCEA/I ars cesicring a program o meretlze approximetealy

(]
L

' Titls II wreast before the end of 7Y 87 or early -Y €5, TErough
3z “ransfer authcrization tetwsen the USG and NCBA/I, ire whast which is
curTsntiy calculated o yisld atcut 32.3-€.0 millisn in lZceal curfency
gzneratiors, wcuid L2 meretized under sn zgresmsnt tetwesn NC3A, L anc 3LLLE,
Letiars of crecit woulc Se established for ezch agency {2 be crawn cown over
the rext five to seven vears. Trese funcs will Ze used as Fallows:

- NCBA/I, witn Its experlence In monetizazion acoumilatel sirme 1567,

77T - - - & - - - - 1 - -l EEE N LR B Tin S 3 -
will act &s the Tocel zoint for arramging the tramsacticn with ZLLIE 3 s
- = - - - - - . & - 4 =2 o
Decariment of Cocperatives. They will =stablisn g fourdaticn te firance the
- -, - -‘-_.-" - - - e - e -
cevelzpmant of agribusiness zcncerns (coco2zztive ane otrecwiss), et
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commercial lsndinmg rates., The NCBA/I's founcdaticn wculd cembire ecuity

capitalization rom Inccresian sharenclders and leverace finencing Trem &

Title II moretization progescds.

- CARE will use the oroceeds to expand cocperztiva acreements with o

-

qLEL

fimancizl imstituticns tegun eight ye2ars aco to promote seif-managed Crinking

water supply systems oo villages.
- CR3 will estatlish a "“ood bank", zlicwing it %0 exchanmges Tisle II
1] =
whest, celivered at Irdeonesian ports for BULOG rice stocks at or rear its

sites, They will utilize “he proceeds to ccve:'the costs of progrsm guts

to tre cuter islands (wnicn is dirsctly related to Mission health/nutrit
geals).
In zceoition, CRS has recertly submitted 2 revised annuzl sstimate of

commecity requiremsnts (RER), for FY 87. Pendirg AID/W aporovel, this wi
facilitate CR3' focusing ifs Title IZI-supportad focd and rutrition (FNP),
faoe for werk (FFW), programs “0 lccaticns' off-Java where .some of the
-rconesiz's severest health and nutrition programs lie,

Cooperazting Acency Capacity: NC2A/I has been acrive in Incoresia sin

576, anc provices technical assistance *through the 501 Departrent of
Cogperatives For premcting retworks of gocperative activitiss in agricult

preccuction, crccessing, marketing and empleyment generztion, NCBI nas of €

i~ Klater, Zentral Javs and Jakartes. 1t has acdegust2 staff 7o carty cut
momiTar the pTocrans wncertaken In conjuncticon with the Decartment ¢f
resently, NCRI-supportes activizies are heing implementec
Central anc £3st Java, South Sclawesi ang Bali.
APS' has tesn active in Incoresia sirce 19€7, ard cperztas uncaT an
T Fereicn Affaizs. CARE In cocperstion
the Ministzy oF rfeme Affairs, is implzmenting activities In the Flslds ¢”

Tural w~ater suoply, anc oty -and famming, in 8 crovirmces of Ingdcéresiz. I

-

[{:]

conjurction wich the Provipcial Govarnments, CARE nas teen zctive in

establishing cooperztive grinkirg watar user secietles. It row sreoocsss
sLilg upcn this successTul exoerience ano axpanc the Crirking watel

-
ctrer

(&)

csonerztive crogoam £ covinces over the rext

Ry}

e N Satliagf < : - [ - 2 : -
Cathcliz fzlisf Serviszes hzs Ceen zctive In InZoh

of Foreizn ATTzl =% 1z ores

"/
¥
: - - I m o= N . - - : - - H
srgaged with the Degartments of Sceial &7fzirs, health, and Transmigration in

A
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contributing to health, autrition, community csvelcpment, and emcloyment
permgzaticn. CRS werks through lncigenous social servize societizs ancd cther
lzcel ccunterparts. Their food anc nutriticn poocgram, -ecesigred in 1584, iz
zimed at an ennancec cevelcpment focus, CRS, pending AID/W agproval of iis
revised FY 87 AER, is planning to focus its Title II assistanmce in focd for
werk to lecations off-Java.

Complementary Ioputs: To accomplish its cutreach to the outer islancs,

SRS will require accitionel furcs. As ncted above, these could Se octzire?
viz the mometization cf Title II wheat, which NC2A/I woulc impert and meoretizs.
While awaiting AID/W approval on szle of a pcrtlon of its ccmmegdities, CRS
$ alsc ertsrad ints exploratory regetistionms with 3LLLG concerping the
s=tting up cf & "food bark™ arrangement, Tris wculd gllow CRS to Import Title
I wnzst which couls te exchanges for 2ULCG rizs stocks located nzars Frw
::OJact sit2s, Shoulc this :r*aﬁgemew* prove v1ab_-, CPS will carcy it irts
the rext COSS pericc. ’
| Secticn 20€ Moretization: PL 480 lsgi

icn has recently been amencea te
1-

lat
allow.fc= the monetizaticr cf f;tle,¢¢ :mna:i les under 3aciion 206 o

suppert kealtn programs and proJeﬁts, ircluging immurizaticn. Aiming towarcs

ieves that a2 Seciion 06 prograt can o=

]‘.-

=)

the Ceginming of FY 28, the Missich o=
developen whicn would provice Tonds T

or & comorehensive immunizatizn program
wrizh, as curzently estimatac, wculd rscuire an estimated S4 million In lszal
cuTrency cver the next thres to four vears. o '
Tre Kissior views this ”ECKdCE cf Title I, Secticgn £15 ang Title II foac
zig as a major compcment of cevelcgment sssistance to Inconesia during a
critizal perisd in the countzyis 2ccnemic ard sccigl development.

-t oeq i ' ! - 1 = 3 - +
grvisicn the Title I compcnent for FY 88, presently sstimatec at iU
e .

[ I O]
-«

(1]

. b
1l

=

b=

=

1]

o
('J

ng supplsmentec Dy an adciticnel $25 millien in elzher Title I or Secticn
l:'

Face 737 STagress comoenent anc an acditioral £5.5 to £10.2 million

itls 1T monetizstion ard <re Sectizn 206 F-:zi_hle
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Reauested Amcunts: Summacy T§“1e (3'0C)
w \
\ -

FY 87 -\__%L 88 ':;?$“é9

in tne Missicn over.the past several years
arecipitously frap 56/in 1983 to the cur'

- Title I 30,000 20,000% 15,60

41&(t) Food for Progress - 12,000%* -

- Titie II {(fooa) 4,592 4,411 4,421
Title II Mcretization - 5 ,000 -
Title II Section 206 - 4 OOD 4,002

Monetization

* 7 level 310 million; ** will e taken from Title I if availstle

-

D. Maracement srd Work Force Issues

Attention o maragement .znc workforce issues has increases corsiceracly

P

4'SDH ceilings have cecreased
hile p‘ccfan levels have teen
recuces less drastically. Scme of *re @arly T du:t;cns may have promcted
€ 1 efficlsncy but zs the numper of staff zipped below the S0 level
- d

Ffects irclice ths'possitility of Increassed wvulrecesility, n2cccad czpazity
“5 raspocnc ©0 procram tacgets of oppertunity, and reauces sizff time ¢»=llan7e
for anythirg Sut the most essential papar procassing. Time feor refiscticn,
puilaing counterpart ralatisnshios, ang staying cn top of cne'é technicss
sceciality hes bsen reduces. | -

In past years, 4tne Mission has uncertaken a numcer of actizns 0
ncomcensats for statf recuctions fnclucing veducing ncrifolic size, .
Cecantralizatism ¢f Cezisicn makiﬁg, recroanizaticn, z2nd greznive use of
cortractcrs, Tris pss- year, the Missicn nas tzksn agditicrel steps inmcluding
tre fc_LJw:‘;: N
|

- Negttiated a3 Technical Suopert to Missicn (T8M) cortrezct witn Colsoozze
-
-l -

State University fer Quick short-term T,A. In Tur3l gevelopmert;
- Con4rzcted with 2 PSC re support Mission svaliiaticn zetiviities anc 2o

SLOQCTT GragcTam and oclicy TOCUSES TsSEarth £Nnge3avoIs;
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- Drafted an FSN tnhancement P
will, amecng cther things, replace som
- = Zdegan negetiztions Tor a Miss

- Inmcressea the Missicn stock ¢
rocessing raocrt;

- .
irfermeticon o

- =~ Cecnoucted Indonesian Language Tr
savings tc the Agency anc ailowing our

orsiderstly socrer. Of tne ten offi
weeks on the zverage were reguirss to
at FSI normally requires 2U0-2¢& weeks.
- Develcped strong linksges o
crganizations tc support project desi
Manzgerent improvements anvision

42

lan which, cver the mext several years

e JSCK rerscrnel;

sian IRC for fimancizl services

T ADP equipment in respense to a PPC/CCIZ

airming at post resultih in cest
assigned offizers to e Jpera onal

cers trained since Rugust 1983, onlv 12.¢
bring them *c the S2/f2 level., Trainimg

nighly qualifisd im-countTy reseacch
gn-and svaluation, ' -
ed aver the coming 12 montns incluce:

- Corsclication of all orccurement and centracting furcticns uncer the

Ccntzact Management OfTice,
~ Creatien of 2 special PD&S ty

malntain a streng cialogus with the G

ce arrangement thaf will allow us tc

01 on certain criticzl policy issuces in

agriculture, health, -rivats sector ueﬁelopment_and ecucaticr, The

arrangement would be used to fund XC
arg lorg-teIn con::acts.

urther strengtrening of the

i
L]
el
[
15
i
[1}]
e
[
4
0
Y
1]
n
1))
Q

- A Zlese =x aﬁlﬁat
inclufing an aralvsis of wozkicrce —e

- Emgloymant cf thrze IDI's,

- 1 -~
- _ﬁ-l"- J.P-;.._,..tn Vil F‘E.‘.E.a_..l‘:y ass

's, TSM, IGC's and 9S2's for bcth short o

Miszsion ACP informzticm sy

e
()]
ot
m
=3
.
|
¥
§-u
n

sucplamentary eguisment anc scrtware.
cf all our persorral management Tunctiors,

guirements over the next five years.

assment by Price Watsrrnouse ¢f the

cperzticns of the Office of Flmance ana of tne CZ procurerment functicn, The

zsszssment will e comslzted oy erd-May,

Tira Mizsion will b2 -_ok¢nr fer

AZID/W sucpert cucing the ::ming vyEZT T

- Sufficiznt CT furds to fimance trhe ADF Cpcrace program and incrsase

F3IN training ccccrtur;:;es.
- Apcrovel of the use =f

golicy erpertise eimilar to SCC's.
(=3
A

otifizaticn of :ﬁe Inconesi

CY3 fc furg PO&S type zrrangesment Foo oltzining

. o e :
zn larguage srogram v FEIL In coroer to
> 2 ;
=
=

negotiate lorg-temm staff contzacts and otherwise Instlititicralize the Missicr

Toaining Unit, we nesc

formal ascroval foom AID/W.
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- Protectisn zgainst further USCH reduction.

in gocition, to tne extent that ANE can "wzigh-in™, the Missien would

o
agpreciazte any pressure which can te trougnt to bear te incresse tne Missicn's
- _
2 .

acility teo attract ang retain highly oualifiad FSN professionals, De-lirmkirg
£ID from the LZPSCH local compensaticn system, revisicns to FSN position
classifizaticns sd that they more closely socroximate USOH pefscnnel,
imoroving the FSN FER system are pecssibilities.

Z. Gray Arercment

- Y 86: PAppreximetely $1.5 million im coniract wers axecutec which
qualify for Inclusicn unger the Gray Amendment. This was 4 perzent of the
elizible funcs. An additional commitment of $§122,CC0 was made uncer £ arc
FCS furcs te PSCs whe meet Gray amendment criteriz,

TY £7: It is estimated that z “otal of spproximetaly $4.5 millicn of

contracts sttributable uncer the Gray Amencment, will b€ a
o 7Y 87. The FY &7 QYB level iIs $45 millien, cf wnich $31.7 is either for
lccal costs or FAZA gcentracts, leaviné $17.3 millicn in elligible funds‘ The
Missich thus anticizates 35.7% of eligitle “umcing will ke utilizes oy Gray
Amercrert contTacts vessus = target of 100¥. An zccitionsl ccommitment c©
€13%,3C0 is anticipated undes OE anc PDR&S funcs.

Y 28: AT this time we zre estimating potential Grzy Amencment
contracts of $3.3 nillion. However, this is very heavily cependsni on the
sutherization ¢f the Rural Rosds Malintenance ®rciect, which accourts
mor2 than balf of ths total. wWe are estimatirg CZ snC FD & S funceZ

cecntracts at about $25,CC0. The main thoust of current project contrzciing

is seaxing in FY87 zarg It is anticizates that Irm resciica to tre GCI cusge:s
crurcn, croject/program ctligations in the rear-term will have a large lccal
cest occmpenent.

Attacrment 3 scrovices netailed informaiicn cn Gray Amengment contracis.
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STATUS COF PRCIZCT SVALUATIONS PLANNED FOR FVY 86

Brriect

Healtrs Trzining Res. & Cev. (i57-0273)
Frivate Sectcr Ceveleocment (457-0325)
Somatre Agr. Aesearch (497-0263)

Village FP/Mother Child Welfare (457-0305)
Private Secticr Mznagement {(4£57-034F)
Sencndary Tocs Crops (457-0304)

£xp. Precgram in Immunizaticon (4%7-0253)
Family Plarring Dev. zrd 3ervice II
(Training comporent] (497-0327)

Previncizl Dev. Foogram I/1I (497-0254/0275)

PYD Co-Fi II (487-0336)

SLUSA (PL 48C - Title II)

Completed 02/86
Completéd C2/86
Completed Q02/8¢8
Completed 03/86
Completec C3/E6
Ccmpleted C6/86
Completes 08/86

Completed 10/868
Cr-going - est.
complstion cate 04/87
On-going - est.
complation zate C6/87
Revised to FY 88

EVALUATIONS UNCESTAKEN CR TO-éE UNDERTAKEN FRIOR TC NEW DESIGN

Project

Health Trairing Fes. & Cev. (4%7-0273)

village FP/Mether Child Welfare (457-3305)

zation {457-0253)

[

Exg. Poogrsm in Immun
Srovirncial Dev. Program 1,17 (497-0264/C27€r
arad. Agr. Schecls (497-C290)

7@ Dev. anc Services II [village FF
compcnent ] (457-0327)

P Dzv, arg Servicas II [Reseearzn
somocrent ] (457-0227)

g£due, Folizy and Plapeipg (2397-C3c4)

n
-

Date wesion Activity
2/88 Projest ~mencrant
3788 Prolect Frencmert
Z/28 Frcject Amgncrment
Cn~going Fellow-2n Freject
FY 87/2tr 4 Rigkes Z<ucatian

(4570353}
87/Qts 2 Friy, Sect. FP
Project* (487-0233)
87/Gtr 2 Friv, Sect. FP
Froiact* (487-0253)
€5/0tc 3 Frolect dmencment
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Attachment C

Qverview cof the Pipeline

Summary

USAID/InCones;a;continues to give high prioréz§'to redecing its pipelire,
In the next few yés the Mission projects a supstantizl cegline in the FY 86/
pipelire level -@ illion to an FY 88 figura of $178.8 pillion. The FY /
g5 level of $178 ¥lion is equal to approximately 2 times/the Mission's
projecticns for amnual expenditurss for the latter pd f_fhe 1598&0s.

Sackaround

~Over the five year pericd from FY 82 to FY 86 DA obligations of the
Mission amounted to $355 million and total expenditures from DA accounts
ecualled $328 million. Hcwever, expenditure figures for FY 85 and FY 86 were
significantly lower than previous years reflecting the impact of Indonesia's
sconcmic cownturn on the portrfolic. Those which affectec the pipeline
include: devaluations of the rupiah in 1983 and 1586; the introcduction of
austerity measures resulting in a slowdown in project implementaticn; and, in
conjunction with the above austerity measures, the establishment of new revisw
procecures for loan fundeg contracts which significantly delayed the start-up
of new projects. ' :

A separate factor which contributed to an increase in the pipeline durirg
the FY 82-86 period was the Mission's policy, follewing ARIC/W guidance, of
fully funcihg projects within the fizst few years. As a ccnsecuence, meortgage
levels were quite low during this pericd, averaging about $35.0C million.

The Mission took major steps, beginning in 1984, to respond to the
charging eccromic circumstances in Indonesia and the pigelime. As part of
these effcrts, the Missicn de-obligated a total of $27 millien In FY 83-86
from projects with excess funds generated by the 1963 devaluation and grojects
which were not performing as expected due to the changed economic :
circumstances. The Mission zlso encouraged amencments rather than new starts
to avoid the time consuming negotiations and start-up activities reguirec fer
rew cantracts., .The Mission sought and received z higher grant proporticr in
its 0OYB, and undertcok extensive reviews of all projects to indentify key
implementation bottlenecks and work with countsrpart ministries to coverccme
these problams. -

_ FY 87 Plans

By mid-1%8&, the full extent of the eccrnomic crisis confromtirg Inccresiz
was reviewed by the Mission. To assist the GOI's efforts to responcd to this
crisis and to take acvantage of the rew cppcrtunities for policy cialegue
which it presented, the Mission set about revamping key aspects of its
pertfolic. These efforts shoulc have a major impact on Deth the Mission's

pipeline as well as its mortgage. These effects are described below.
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In early FY 87, the Mission sutmittea to AID/W 2 prcposal for a new
nor=project assist ance procram to support pelicy reform anc I lementzticn.
This pregram will be submitted for approval in April, 1587. 7o fund the ore
year $43 million program, the Mission plarms to de-cbligate $25 million From
existing projects. Of the $25 millicn, $i7 million will be borrowed from the
Small Scale Irrigaticn Management Project (497-0347) ard beccme part of cur
futurs mortgage, $8 million will be from "excess" funmcs in Cltancuy 11, POP I
anc POP II. The program will be fast cisbursing with projected EXgEndluUIES
of 83,5 millicn in FY 87, and $35.5 million in FY 88, (Actual expencitures
cenend on the speed with which the prcject is approved anrd negcu_atec.) aAn
anticipated follow-on program in FY 88 or FY 8% could cdisburse its presently
programmed $17 million in the FY 88-85 time period.

‘Based on a recently completed review of on-going projects, the Mission
plans s rumter of other actions which will reduce the pirpeline. These acticns
imelude: -

1) De-cbligations cf $10,957 millien dollars from or-geing and terminateg
‘projects with excess funds, {Eight million dollars will be re-chligated
for the Policy Support Program. The remaincer is for recbligation to the
Western Universities Agriculture Education project ($2.6 million) anc the
regiomally funded Trcpso;ls oroject ($.375 million). "

'2) Canversicn of $34.15 million dollars from loan to grant funding.

{Twenty-five million collars for the Policy Support Prcgram and $5.15
" million for four or-going projects to shift to grent funding for technical
=551starce and policy research.} _

USAID assumption of an increaseg properticn of nonerscurrent local cests
t3 speec-up project implementation in priority areas.

Ul
~—

4) A shift from fully funding projects at the cutset tc incremental funcing
of . new starts. .

The above activities will significantly reduce the Missicn's pipelipe.
{See attached table). At the same time, it is impecrtant teo peint out that

“much of the Mission's portfolic remains technical assistance intersive anc

involves funding for policy anmalyses and field research,.2ll of which are slow

_gisbursing in the early stages of negotiation and agenca settirg, anc whizch

disturse fairly evenly thersafter.

Piceline and Mortgage Estimates (FY 87-89)

ACﬂordzng to Mission projections, the *1pellne will be significantl
recduced in the next thrse years and mertgage ilevels wzll rise. (The
unexpected reducticn in cur FY 87 QYEB level ang currsnt assumptions that %his
level will mot increase in the next twc years account, in part, for these
cnanges.) The recently submitted Congressional Presentaticn ferscast
expencitures of $71 million (FY 87) and $85 million (FY 88). =2ased ¢n the
Mission's assessment cf first cuartser and secong cuarter FY 87 :lanred vs

_ cCtUal expenditures ehese figures appear tC 22 on t::ae {The planreg vs

actual expengiturss wer e $16.C millicr and Sld 6 mi ;cn in the first
querte-.) Expencitures Fﬂ- the Pclicy Support Peogr:m were cr:g;rell/ tased
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a $25 ;‘_‘on LOP, The propcsed increase of the LOP to %60 million for the
D‘\Jch Reform Sucport Prograh will increase expenditure projections in FY 83
oy 327.2 millien anc bringing total project expenditure to $112.9 m1lllon for

CFY 88. <tarly prcjections for FY 85 are for ;ota1 expencitures of $90

million. If the zbove projecticns are correct, the pipeline will declire to
$246.7 million in FY 87, $178.8 millien in FY 88, and $133.8 million in FY 89.

The mortgace has 51on1f1cantly increased in this time perlod with two new

‘proposed starts in FY 87, two in FY 88, and twc new statts in FY 89. In

additign, there will be & asmercments to on-gecing projects curing the three
years. As a conseguence, the mortgage will increase to $111 million in FY 87,
ard remain at that level in FY 88 and FY 89, This is between 2 1/2 and

times our estimated yearly CYB during that time period.

USAID Pipelire and Mortgace Estimates ( FY 87 = FY 89)

FY Obligation OYB Expenditures Pipeline Mortgace-

(0C0s) . (00Cs) (000s) (000s)
1986 48,793 51,957 273,000 - 41,000
1987 45,000 | 71,3345 246,700 111,000
1588 45,000 ©o11z,%00% 178,800 109,000
1989 45,000 - 90,000+ 133,800 110,000
* ;ncludes plarred expenrditures of $3%.5 million for the Pelicy Support
rogram

**  Tncludes planred expenditurss of $17.0 million for the Policy qL.pport
Program.
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Western Universities Acrisulture Sducation Froject: Amencment 2
(85 7-0Z57)

Funging: Present LCP Cost_(L) 312,&50,000
| (G) $5,400,000
Amendment 2 (L) $2,622,000 (all to pe obligatec in FY 87)

SACD: 31 August 1990

Tre Develcomert Problem

A major ccmponent of the Western Universities Agriculture £ducaticn Project {WUAE)
is training staff at the 1l participating universities that comprise the BKS/2
Comscrtium, The project as presently designed provides AID funding to train 151
carticicants in graduate studies in the U.S {in agriculture and related fielgs) anc
GOI fund-no for sbout 270 university staff for gracuate level training in Indcresia
(1n gll fields). Under the WUAE project, over &0 participants have alre_cy gacned
gracuate cegrees frem US institutions, 57 are still in training in the U.S. and all
the remaining candidates are in predeparture English language training. To cate,
the GCI has supported 269 staff of BKS/B institutions for ln—count*y c*acuate
decrees, while an adcitional 24 have been budgeted by the GOI for FY 198728

When WUAE was cesigred in 1981, a target of 20-25% was established for the
participation of women in WUAE training activities. Wwhen Phase II of the project
was being ceveloped in 1985, it was found that while the target was met for
in-country short-term t¢a1n1ng activities, it fell short (orly 16%) for women who
Nad been selected for overseas graduate programs. As a consequence, the Phase II
amendment re-emphasized the 20-25% target and stressed the need toc e more active
im seeking female candidqtas for U.S. training programs.

Progress in this area has been encouraging. It appears that participant
recruitment efforts which both anncunce the project's cesire for increased women's
participation and insist on cbjective selectionm criteria pay off. Of the &1
long-term participants selected to date uncer Phase II, 23 (28%) have been wcmen.
Mcreover, the trend is that more and mors wcmen ace being rominated. In the
penulti mata round cf interviews, 18 of 50 (36%) inmterviewess were women witn 11 cf
30 (37%) acceptabl In the interviews just completac in January 1987, &0% (6 of
15) of accep;ac’e candlcates were women,

: Although USAID strategy of enccuraging applicétion by wcmen staff members, anc

nsisting on younger staff with high GPA's as accectakble cancicatss Is promoting
h_gne‘ particimation rates Tor women, project resources for long-term training have
now Seen fully committed. The project has an opportunity to demorstrate thst
cualified weomen cancidates can be ident'fiec in significant numters, but lacks th
resources tc do sc.  Currently all pesiticns for parcticipant training and the
Spcuse Program (a comporent of Amendment 1 zimes at inmcrezsing training
copertunities for women) have either been fillag or have cancicates icentifizd
against the positions. No acditicrel furds 2xist in the project for gartic

rol Qel ticicant
trainirg.



¢

o

L

G

£

The problsm is not sclely, mor even primacily, the "women's participaticn issus,”
Dut the large- neec to increase the guality of university staff in agriculture arc
relstec cisciplines. zven with the 240 new U.3, and in-couniry craduate gegres

no‘ce:s that will be produced under WUAE by the time it terminastes in 1950,

- agriculture faculty from BKS/B institutioms holding gracuzte degrees will still be

Lnacce;tcbly low - abcut 20%! If the numbers can be increased, a critical program
need will bte served; if wcomen staff zre the berefactors of this extra effort, an
dd;tlona¢ social neec will be addressec.

A survey cenducted in 1583 of academic staff, invelving only the agriculturally
related faculties located throughout Indcnes*a, found that Females recresented only
22% of the totzl. Mcreover, when these faculty statistics were examined by highest
cegree ezrned, females were found to be even more Lncder-represented, holding only

- 13% of the Masters and 8% of the doctorate degrees, Although the study findings

gid not distinguish between Java and off-Java instituticns, the sample's Java bias
would indicate that the propertion of female staff at the BKS/2 institutions is
likely to be somewhat lower than the figures presented, in part due tc the greater
employment cpoortunities of professicnal couples in Java.

. Response to the Cevelocment Problem

The Mission intends te address the problem of the low cualiifications of BKS/2
university staff Dy provicing an acdeitional $2,626,000 to the WUAE Project, which
will be programmec to insure maximum part‘c1pat1on of women instructors in advanced
degree programs. This increase in resources would allow for an additiomal 50
masters programs in agriculture and related or supporting fields for women staff of
the 11 BKS/8 inmstitutions. Given the.experience-of the past.3 rouncs of candidzts
interviews, itnhis appears to be a realistic goal. Because the PACD is August 155G,
gach of the participants would have to enter their programs by migd-l1988., During
1987, the candidates would be icentified and, if neecded, their English larmguage
preparation started. Placements in the U.S. weuld start in January 1988

Previgusly all AID-funded training was done in the United Statss. Glven the fact
that several qualified women cancicates have been forced to reject WUAD trzining
cpportunities abroad due to social pressures and family obligations, the projec

1 fund, in addition to US training programs, a limited amount cf agdvance ﬂegree
uraLnLng fcr women in Indcresia. While the use of AID morey to func in-counrt
acvanced cegree tTaining is' scmewhat unusuasl, it has been cone previcusly cﬁG
successfully. In-country tralnlng will cl—DW a- greater numter of women to recsive
post graduata cegrees than if training were limited only to the United States. For
the in-countTy programs placements can start as early as September 1587.

This new amendrent will dramatically increase the percentage of women imstructicrs
with advanced degress as well as promote the overzll project puzscse which is to
upgrade the acacemic cuzlifications of the inmstructers in the various project
universities, Given the currsnt GOI bucget crunch, these lcan funds woulc be ussd
to pay all costs associated with participant training, inclucing tramsportaticn,
tuition, maintenance zllowance, and tcoks. This would apply to training In the
U.S. and Indonesia. : :

It is worth noting thau by earmarzkinmg funds in this amercment ¥
wemen, the Missicn will have set an important prececent with th

- o
A et N
=] GC which in tne
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past has chjiected te such set-asices on the grounds they would represent officizl
recogniticn of gencer irecuities iIn the system. As long as the Mission does not
mroaccast its effecrts in this recard, the GCI now aspears -esdy ho acguiesce,
albeit cuietly.

AID Pripsrities

In a recent cable concerning WID efforts, the Administrator asked each Mission to
"impreve our record" and to "take whatever steps are necessary {o ensurs that women
in cevelcpment issues are fully addressed ..." With specific regard to training,
the Deputy Acministrztor has indicated with an endersement of recent ST/IT report
his cdesire to see women comprise 40 to 45% of all AID participants by 1990,
Imzlementation of this amendment would achieve that target for the LOP of the wUAEZ
Procject, while also suppeorting the Mission's long term interest in promoting higner
education in Indormesia. The newly appointed Mission WID officer has reviewed this
proposal ang fully supports its approach and objectives,

Ma jor Components

he major u*pose of this amendment is to 1mprcve the guality of imstructiormal
taff by increasing the rnumbers of wemen receiving advanced degrees in agriculture
anc relatec fields., There will be two separate comoonents to the amendment. First
is the U.S5. participant training component which, althouch limited to wemen, will
Ce administered with the same criteria as currentiy used uricer the project. The
second component will fund in~country post graduate werk for wemen who, because of
social or family constraints, are not able to travel to the U.S. :

lﬂ =

'

Unger Phase I and Phase II of the Préject 117 instructors have gore to the U.S.

fcr acvanced degrees. The "mix" of #.S. training versus Incoresian training under
this new amendment is unknown at this time. However, even if all candicatss cpted
to go to the U.S., approximately 20 additicral wemen instructers woulc have
received acdvanced cegrees due to the acditional resources of this amercment. The
tctal rumber of women trainmed would then te 79 cut cf 189 participants or 42%.

The universities in the WURE project have 5194 prefessional teaching staff, of
which 1084 are women. Given the decision nct to extend the PACD of August 19%C,
all cancdicates must start their trzininmg programs ro later than mic 1588, Time
will thus be a critical factor in achlev*ng the sbove targets. However,
approximately 20 women have alreacy been icentified as pctent;:- cancicates tn*cgg
interviews conducted in December 1986 and January 1587. Recruitment Tor remaining
positions will tegin lﬂnedlately upon the signing of this amendment, olanrmegd for
July 1987. -

RID/W Action Regquest

Missicn requests AID/W approvel to proceed with authorization of this zmercment in
the Missior. No PACD extension is anticipatecd. The final'lievel of funcing will ce
based on available funcds from dectbligations umcer Sumatra Agricultursl Research,
Graduate Agricultural Schocl, Lccal Government Traininmg II, ARD II anc In-Country
Managemert Develcomert.
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Fealth Secto "ﬁuncinc (457-0354)
a: S =EDnCIt)

The FY 1587 Action Plan incdicated the Mission’s glans to pursue a Frivete
Sectcor Health and Family Planning Project beginning in FY 88, The AID/W
review found the initiative "app*op iate and timely in view of GOI need to
recuce public sector budgets anc costs and develeop further private sector
gctivities"., The Mission now has decided to treat this as two separate
projects, given the two different implementing agerncies involved and the
status of each in connection with utilizing the private sectcr. Rather than
submit yet another concept psper this year for the Health Sector Finmencing
activity, we will forward the PID to AID/W for approval. A copy of the
Private Sector Family Plamning concept paper follows. : :

In brief, the five-year, $15 million Health Sector Finmancing project,
cheduled for irmitial cbligation in FY 88, would work with the Ministry of
F alth to reallocate scarcce public rescurces away from the financing and
delivery of curative health czre towards preventive, promotive public health
pro crams, i.e., child survival: This will be done through initiatives to:

- recuce government expenditures for hospital services (35% cof the MOH
budget) th?ough management efficiencies and an increased role for the private
sectocr in financing health care via hea;th imsurance schemes;

- reduce gevernment expendifures fc* pha*maceutlcals (21% of the MOH budget);

- reduce provisicn of GOI proviced carative services to those able to nay;

- establish cperaticnal mechanisms at policy level to reallocate "saved"
resources to GOI supported child survival initiaztives,
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Hicher tducation Develcoment Suopcrt SProiect (457-(G358)

Funding: LCP (L) $8,500,000
(G) $6.500,000

£Y 88 Obligation (L) $1,000,000
- (G) $2,000,000

PACD: September 30, 1994 (6 years)

Tre Develzpment Froblem

cience, technclcgy ard technical progress are wicely recognized by
corncmists as a major engine of ecnomic growth. Indonesia, howevar, ranks
ast when its numbers ¢f scientists, engineers and high leavel technicians

re compared cn a per capita basis with these in cther ASEAN countries, A
measurable indicator of such marpower shortages is the relative high cost of
nignly skilled labor, resulting in excessive production costs. For a
country trying to pocise itself for broad bssed economic development and to
meet the demands of export and domestic markets, preparing its youth to fill
and even create these high level posifions is critical. B2ut preparaticn of
this professional workforce must be accomplished through a system which
celivers the type and gquality of education nmeeded by the sconcmy.
Indonesia's hlgher educatior system is slowly being develop ped, ang indeeg
remarkable gains have been made since incependence, but it is still of low
guslity and inefficient. .Given the high cost of hlgher education relative
to other levels of ecucatlon the system must be as efficient aS possible

o - N

- from both a cost and operations standpoint. This is particularly essentizl

in light of the current serious state and bleak cutleéck fer govermment
revenues., -

An analysis of Indonesia's higher education system, both public and private,

carried cut by the AID financed Education and Human Resources Sector Review
of April 1586, rsvealed several serious shortccm;rgs* a significantly
uncercualified teaching staff (the leas:t gqualified in the ASEAN regicr),
inefficienciss regarding the preduction of graduates as well as
acministrative and programming prdécedurss, and an eccromically unjustifisd
ratio of govermnment to private fimancing of the system. The eccnomic
downturn, which has undermired the GOI's ability to support its umiversities.
-nanc*ally is forcing a re-examination of several key pelicies affecting
enrollment levels, cperzticns and financing, creating in asdditicn an urgency
for change. At this juncture, and to preotect the ernormous investments
Irccnesia has made in 1laher ecucation, efforts {c susitzin and imorove the
system are reguired. :

Response Lo the Cevelopment Problem

In respense to the unusually high numbers of uncer-cualified teschipg staff,
the HEDS project will devote most of its resources te gracuate lavel
overseas training of university staff, With public Ln'ver_;t/ ful

teaching staff at atcut 25,00C, of which cnly 15¥ possess m ha
unce:g:aguate cegree, and with a private university system or a+most sgual

-rr
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size tut even less qualified staff, the neeq for staff upgrading is as large

gs it ls acute. Given the combined rescurces of several donors, including -
AID, that are beirg esppliec to the upgrading of staff, and given that public
university enroliments anc program sxparsions have recently been curtailed,

tnere is oppertunity for real gain.

Under HEDS, training will be targeted to selectec cdepartments from a range
of institutions which are important to Mission program interests such zas
acriculture, putlic health, business ecucaticn/acministraticn, basic and
apclied sciences, ancd engineering. Fellowships will be made available to
putlic universities, princically theose of the outer islands, private
universities of sufficient status and relevance to the communities they
serve, and private institutes of busiress management. In project design, a
sat of criteria will be formulatec tc ensure that HEDS trairing support is
targeted properly. Depending on the size of the individual programs
assisted, the total numbers of institutions affected will range from 10 to
15. With z Mission participant return rate of 95% (tasec cn zpproximataly

10,000 participants), and a2 GCI requirsment that those traired return to

their employing imstitutions, there is sufficient assurance that the

contritutions of upgraded staff will be realized., The GOI, in rascognitich
cf this petential, is fully supportive of ¢he type cf overseas zoademic
raining programs to bte fundeg by HEDS. '

In acddition to overseas training, HEDS will provide support-to staff of the
targeted universities to beccme engaged in research and other professicrnal
upgrading activities. Research, especially, is wcefully inacecuate at the
universities, due again to underqualified staff and 2 regent cutback in GCI
funcing. Builcing upon the experience of the Westarn Universities
Rgricultural Education Project, research capacities of recent overseas or-
in-country gracuste cegres holcers will be strengthened by providing
competitive research grants and cpportunities for utilizing in part the
resources and Tacilities of the World Bank sugcportesd Inter-University

Research Centers. Project funds will also te provided te allow university
- staff to participate in subject specific inmter-university retworking

activities, similar to thoss established in WUAL.

A special studies and incentives fund will support investications into amd
applicetions of nigher ecucation system improvements. A basdic referemce fer
the improvements that will be promoted is the Education anc Human Resources
fector Review. PFart of thesa funds will be available t¢ the Directorats
Gerersl of Higher Education to assist with pelicy related studies (e.g.,
hetter articulation and management of the private university system). A
seconc component would te reserved for HEDS institutions to fund their own
explorations into grogram and occerations improvements, or to rewsrc tnese

bl

0

initiatives tzken which have resulted in verifiable improvements.
Particularly favorsd under this inmcentive scheme wcula be zpproaches which
rave applicability in areas such as fimancing, administrative procecuress amc
efficiency improvements. Other examplass include stucent loan ard other
srivate funding schemes, tracer stugies, case study cdevelcoment Ty the
business schecls, private sector invelvement in Jpen University srograms,
new staff rscruiiment pregrams, staff/facilities olasnning anc utilizaticn
stucies,
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AIT Pricrities

The HEDS project is zimecd at 2 segment of the education system that builds
Tegererative capacity for cevelepment: institutes of higher learning. Its
geal is to imcrease Inceoresiz's acility to meet the social and eccnemic reeds
of the pogulation by stimulating scienmtific and techmclogical agvances needed
for cevelopment. Its purpose is to realize guality and efficiency
improvements in the higher education system by upgrading selected putlic anc

rivate unive*sity staff principally through cverseas training and con-site
p..s+ -training suopcrt and by suppecTting policy -n1t1=tzves, both at the
institution level and the natiomal level, HEDS will alsc endeaver to affect
the way the GOI works with and through the private university system to help
meet the country's regquirements for high level manpower. The zims of this
prefect are consistent with the goals of the Mission CDSS as well as
resporsive f{o the Administrator's call for increases in participant training
and improvements in efficiency of educational systems.

AEDS will complement the activities of several other conor activities., It
will suppert the efforts of IBRD's University Development II Pr cgect by
utilizing the newly established Inter-University Research Centers in carcying
out HEDS firmanced research and it will explore ways to apply the approach to
university imstructional improvement currently being developed with Duteh

assistance. Post training staff oppertunities under HEDS will be available to

those trainred under other conor financed projects, thus helpinmg to those
sclidify the training efforts of others.

Major Comoorents

~.

This progect will prov1de funding for part1c10ant training ($9.5 million),
special studies related to testlng ideas for policy changes (%2 million),
support funds for research and after-care ($1.25 millicn) and technical
assistance ($2.25 million). One long-term advisor will be recuired to
cqorginagte the program, while short term assistance will te utilized in the

implementation of. act1v1t1es/suud1=s carried out uncer the pol-cy and T seercn

support funds.

The Directcrate General of Higher Educaticn in cooperation with the QOverseas
Trazining Office of the National Plarmning Agnncy, and (an ad-hoc) conmlt_hb
representing the private sector management institutes will fe the mal
Indenesian counterpart organizations. :

It is anticipated that by the end of the project there will be:

1. A more effective structure and policy framework within the OGHE for
utilizing the services of the private university system.

2. Several peclicy studies undertaken and recommendaticns actsd ugen
regarding the improved efficiency and finmancing of higher educaticn.

3. 175 upgraced staif serving their institutes of higher learning as
effective instructors and researchers,

4,  Staff of putlic armg private universxt*es participatirg im protlem

~crientec inter-university networks and zan. improvec system of

university mansgec Iesearch.

AID/W Acticn Pecuest,

AID/W apo*cvaT is requested for the cevelcpment of a FID fcllowed by 2 FP
both of which will E= apprevec by the Mission for imitizl funding in FY 88,
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FPrivate Sector Familv RPlanning Project (4%7-0355)

Funding: LOP Cost (L) § 4,000,0C0
{G) $16,000,c0C

FY 89 Sbligation (L) $2,000,00C
(6) $2,000,000

PACD: Septemier 1954

The Develspment Problem

Rapig population growth in Indonesia corntinues to undermire the GOI's
schievement of its sccio-sconomic develppment geals. Althcugh there has been
a substantial crop in fertility cue in large part to Indonesia's Natioral - -

- Family Planning Program (NFPP), conmcommitant crops in mertality have resulted

in contirved high population growth rates. Morsover, with the addition of
about 600,000-8C0,C000 couples in the reproductive ages each year (due to past

_hign fertility), the NFPP has to redcuble its efforts just to remain at its

current percentage of contraceptive coverage. N

Frocm the crude birth rate (CBR) current level of .about 32 per- 1000, the GOI is
committed to attaining its goal of 2Z per 1000 bty the year 2000 in orger to
attzin replacement level fertility. Yo achieve this goal, at least $5 percent
of the couples in the reproductive ages must be using modern, effective
methocs of ceontracepticn. In terms of numbers cof continuing users, from an
estimated 15.7 million in.1%87, the program must expand to serve 18 million by
1850 and sbout 23 million by the year 2000. However, the GOI will be severely
constrained in its atbility toc meet these targets cue to its shrinking
financial resources. It is estimated that currently, through the NFPP
ccordinated by the National Femily Planning Coordinmating Board (8KKEN), azbout
8C percent of continuing users are providec free services by the Government.
Thus, the key prohlem for the BKKBN is how to meet the ambitious but czitical
GOI gemograpnic tsrgets with shrinmking GOI rescurces. To agproach this
protiem, the BKKBN is currently adcdressing the policy gussticns of how to.

e

recover a portion of its costs and how to shift services to the private sactor. .

Response to Development Problem

To enable the NFPP to expanc its coverage to meet the GUI CBR target at less
cost to the GOI budget, the 2KKBN has proposec & policy with a hezviar gpriva
secter Involvement and a goal of 80 percent coverage in family planmning by the
private sector by the year 2000. To accomplish this, the SKK3N will snift
emphasis from a community-tased group cyramics acgroach for recruiting new
family plarning scceptors and ensuring centinuing uss, t2 & system more tasec
on indivicuzl cheice. Such a system would depenc on advertiizing arc other
forms of infecomaticn and ecducaticnm: 1) to convinmee couples iIn the
chilcbezring ages that it is in their cwn 28t Interest to pian their
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families; 2) to ercourage u.em to pay fcr the contraceptive methoc of theis

cheice; and 3) te inform them trat contracective methods are available e;the*
from public sector service points or from the private secter,

AI0 Pricricies

This P-c*ect is in linre wlth the Mission CDSS cbjective of improving family

planning coverage. It will assist the GOI tc amend and develop these pelicies

which will permit the Government to restructure its resource zllocations by
nermitting the invclvement of the private secter in the NFFP and expanding
the rcle of contraceptive social marketing., It will provide inmstitution
building for those private sector family planning agencies and foundaticns and
improve the cutlic's reliance on the private sector to provide guality family
planning services. It will also support the Agency's child survival program
by assisting families to improve the spacing of their chilaren by having
readily available temporary contraceptive methods and better knowledge of
their use.

Mz ior Components

This project will assist the BKKEN to increase the number of accectors paying
fer their services and to improve the level of family plarwzng coverage amcng

couples of fertile age in the following ways:

- Expansion of the Contraceptive Social Marketing (CSM) P*oc;a the current
CSM program will be expanded to provige all methoos through ccmmerc*al
dlstrlhutlonzcﬁanﬂe1s and through professional cutlets such as the Inccnesian
Docters' Association, the Indoresian Midwives' Crganizstion, and private
sector clinics and hcspltals. This expansion should also lmprove the salies

“and production of Indomesia's nationally owned contraceptive manufacturer,

Kimia Farmma. It is important to note that zgreement was reached recently to
sell £ills ogver-the~counter without prescripticn to wemen with family plamning
cards. This represents a significant policy change and cpens up the largest
part ¢of the family planning market to the private secter.

- Develcpment of ‘a National BKKBN Community-based Celivery (C3D) System: As
an cUt growth of tne successtul viliage family plarning ceilvely system, 2 rew
approach to C20 will be 2 developed to alleow Tamily planning field werkers,
volunteers ang charity services cutreach werkers to charge small fees feor ccor
tc door celivery of contraceptives (which are provided on & subsicized

basis). These workers will refer patients to public or private service
centers dependent upon their finmancial rescurces.

- Cevelopment of Fee-far-Zervice an @ aiu Provisicn of Family RPlanring
Cevelocment of Fee-f T d Prep Provisicn ly Pl C
Services: res-TOr-$erviCe and/Gr prepalo provision of family planning
services approaches will be developed in beoth putlic and private sectsr

~clinics and hospitals., This would include the expansion of surgical family

planning services whsre the acceptor would pay all or part of the cost.
g Tarcetting of GOI Funds
apout the private ssctor!
vate secter agenciss For
funds to serve the lowes

: *mp*dvo the system's ability t

s centributicn to coverage, to make
ser v;ces cencersd, and to focus &
t econcmic class.
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The following imputs aTe anticipated:

Assistance to assist in establishing family planning services

Technical
in prepa* insurance programs, ceveloping delivery and management systems,
project cesign and =va1uat10ns and developing cata systems. ($3,000,000)

Operational Studies would be undertaken to test the viability of rew
gelivery systems, conduct contraceptive prevalsnce surveys, and to do
apprepriate market research. {$2,000,000)

Lzcal Cests would be provided for the exparmsicon of the CSM activity for:
advertizing and operational support, to assist BKKBN to expand the community
Dasec celivery system nationwice, anc to provice grants to private sector
agenclies for pilot efforts to expand fee for service anc prepsid FP services.
{8$11,000,000)

Training and Manpower Development focused on long and shert term training
arg internships in management, nezlth busiress systems ard aoministraticn,
marketing end mocern acvertizing technigues weuld pe proviced te individuals
from selected public and private institutions and firms involved in family
planning services, marketing and finance. ($2,000,0C0)

Commodity Support will te consicersd for new comtraceptives and for
management ang data ecuipment. ($2,000,0C0) . .

AID/W Ac lon Reguest ' .

Reguest EDDIDVal of concept paper at bh¢s tlme and delegaglcn of autherity to
the Mission for PID approval. -
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Local Resourzces Develogment (457-033€)

CC0, 000

Funcing: LOR Cest Sl
£10,000C,200

(L)
(@)
FY 85 Obligaticn: (L) $2,000,000

- (6) $2,000,000

PACD: August 1995

The Develcpment Problem

The size and diversity of Indcnesia require the decentralization of goverrmment
authority in certain key areas to encourage ecuitable economic cevelopment.

In the past 20 years, the GOI has mace significant pelicy changes and creatsd
an active role Tor lcczl covernmment in regional economic growth while
meintaining natiornal unity and stability. Further progress in this direction

- must be sustained to allow continued viable economic growth throughout such a
- diverse natien. :

The gres test progress has occurred at the provincial and gistrict levels, but
further policy and legal changes are required to enable these levels to fully
function and to strengthen the sub-district and lower levels. While
provincial and district govermments are willing and able to exercise greater
responsibilities for local cevelepmenmt, central govermment is often reluctant
to expand celegations to the local levels and frequently has been unztle to
resolve conflicting policies which restrlct local authority.

Response to the Develcoment Problem

. Over the past 10 ysars, AID has become incres singly imvalved in suppc*t ing the

GOI's efforts in cevelopment of loczl government capabilities beginning with
the Prcvincizl Area Development Program (PCP) in 1978. Through FDP, AID has
seen increased capacities at nroviciazl, district and sub-district levels
particularly in multiyear, multi-sectoral planning znc bucgeti ng, inter-agercy
ceordination; ldentification of target groups and project obdec ives; and
increased input inmto these processes by local participants. The quality cf
orojects planmmeg and implemented by lcczl goverrment has demonstrated the
increased capacity at this level, Based largely on the POP experisrce the GOI
has contirued its sugpcrt for decentralizatidn in ecomcmic cevelcoment sectars.

‘To facilitate the furtherc deve_opment of laczl govermment a 3-prorced sSprosch

is propcsed to: 1) improve analysis of current G0I decentralization cclicies
to icentify cenflicts armd formulate policies to support lecal govermment
development, 2) brcaden and deepen lccal gcvernment experience in resource
managemert for more efficient, effective use of funcs, and 3) incresse loccal
government’'s eflective moallzzat*on and use of resources for lccal ecormomic
develeooment activities. The intent of this strategy is to strencthen local
government's role in management of rssources which have pecsitive impact on
gevelopment, as well as encourace support for the infommel and private secters,




€

"

€

|

LM

- 12 -

AID Priorities

 Cecemtralization and suppcrt for more effective local govermments is an

hdal |

imnortant condition for the sustained acnievement of key elements of AID's
stratagy in Indcresis. These elements include civersified fooc procucticn,

‘improved efficiency, and increased employment opportunities. These objectives

can test be achieved under a decentrzlized system working effectively with the
private sector uncer sound cverall poclicies. Weak and inexperienced local
goverrmments are likely to present obstacles to such development which in turn
provice further reascn for less progressive forces in the central government
to resist cecentralization. : :

zior Components

The proposed project will focus cn three components of which only the first
two would be directly supported by AID; the third would be funded jointly by
the GOI and other donors. _ :

1) Develep a semi-governmental support and consulting entity at the central
covernment level which would provide policy and routine guidance and direction
to the GCI cecision maxkers on its decentrazlization program and rsvenue
gereraztion, This entity would primarily assist the Ministry cof Home Affairs,
Neticral Planning Agency and Ministry of Finance, with some sttention to other
lire ministries, and might be placed in one of these agencies.

2) Funcing mage available to the semi-governmental entity would be used to
carcy cut special studies, experimental projects/activities; operational
research, and assist the entity in identifying and developing elements which
encourage effective gdecentralization and revenue generation.

3) Establishment of a fund allocated amnually to local goverrments (primarily
to district level but also provincial- and sub-district) for development
activities, Annual funding levels would be based on a fixed minimum amount
with performance tased supplements to a maximum level. Perfeormance would
incluce, among other things, quality of design, plarning and implementation of
agpreopriate programs and, possibly, generaticn of -lccal reverues (local taxes
or cther sources). '

AID/W Acticn Requested

The nature -f the project requires that project design be carried out
simultaneously with negetiations on GOI policies and programs. Following
initial approval of this cencept and goals of the project, the Missicn will
enter into discussions with the GOI and submit a FID in April 1988 for
approval to proceed with a Mission-zuthorized PP,
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Private Sector Develcoment Project Amencment (497-032%)

Funging: Present LOP: (L) $&,850,000
(&) $2,750,000

Amendment. : (L) $2,000,000
(G) $4,000,000

FY 89 Cbligation: (G) $2,00C,000

PACD: September 1, 1990

The Develcpment Problem

The downturn in the economy has impesed severe constraints cn the Covermnment's

ability to suppcrt cevelcpment. To maintaln growth at a pace that will come -
close to provicing dpportunities for Indermesia's expancimg workforce will

require an increasingly active private sector. Cespite a number of changes in

the last four years to open the econcmy to market forces, real limits .ffect

private sector develcpment, particularly in trade and industry, and private

efforts to mobilize resources through capital amd fimanmcial markets anc from

foreign investors. Govermment efforts to spur small enterprise development, a.

major potential source of employment, have also largely failec.

.-

Response to the Development Problem -

The on-going Private Sector Developmeént project has been providing resources
tc assist in these efforts, but funding is insufficient to maintain support
for those compcnents which the Mission believes are particularly successful,
specizl studies and small enterprise development. This amencdment will provigs
funcs for special stucies ang consulting services to identify anc adcress
further comstraints on private sector development. It will provide the
Ministry of Fimance funds for technical assistance to review policies
affecting private sector growth and to initizte and implement appropriate
changes., It will nct be effected by the limited GOI counterpart budget
because much of the assistance will be provided directly to the Ministry of
Finance and Bank Ingonesia where the counterpart contributicn is largely
inskind and reguired ccunterpart funds are adecuate. -

AID Prioritie

The project supports the current CDSS priority cf increasing off-fazm
employment through a strengthered private sector., It is in lime with plans
during the next CDSS to focus on improving the macro-policy envirorment for
private sector development. It provides funds for identifying and addrsssing
constraints on the private secteor and allows for continuing discussion of key
policy issues. In so doing it also supports two of AID's pillars--private
sector cevelepment and policy gialogue. .
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Major Comoonents

The first comporent ($4,200,000) provices for special studies and ceonsulting
services =imed &t policy constraints affecting private sector cevelopment.
Fungs unger the existing project have been used tc assist the govermment in
acministering the new tax reform, to provide assistancs frocm the Feceral Reserve
to Bank Indonesia to stremgthen banmk supervision, automation anc strategic
clanning, to provige studies cf pensions and capital markets develcpment and
technical assistance for implementation of a2 recent trade reform packags. A
major porticn. of the amencment wculd continue these efforts. Funds weuld also
be used for technical assistance in investment policy formulation and
implementaticn similar to that now being provided under the facilitating
investment component of Privata Sector preject, for other special studies
relating to private secter cdevelopment anc for assistance im establishing a
process for management training exchanges between the Indonesiam ancd U.S.
private sectors. ' :

Tre Amencment would also provide funds ($1,800,000) for follow-on activity te
the Centzal Java Enterprise sub-project, helping to institutionalize scme of the
lessons learned in assistance to small enterprises and {ransferring specific
technology in shrimp culture and export promcticn to nmew lecaticrs,

During the existing project, USAID has helped develcp rescurces impertant to
small enterprise development in several key areas. The Cerntral Java Enterprise

~preject has teen particularly successful in cevelopment of appropriate

technologies for shrimp production ard pond culture amd in creation of private
intermediaries to facilitate small enterprise exports. A business advisor has
been develcping business systems for.small enterprises. In Lhokseumawe,
substantial groundwork is completed--feasibility studies of potential small
enterprises, contacts with a major market and potential source of financisl ard
technical support (the irmgustrial estzte), development of a local private
vcluntary crganizaticn to assist small business, and commitment of support from
the Governcr's office and local govermment officials, In Ujurg Pandang, & cTouwp
active in shrimp culture has been icdentified and may be atle to serve as the
base for expandirg shrimp technology developed uncer the Cemtral Java
sub-project. At the national level, the program in Central Java has attracted
faverable atfention from the Ministry of Industries' Directer General for Small
Erterprise Development. '

The Amencment will encourage the irmtegraticn of these efforts. It will allew
the transfer of technclogies and approaches tested In Central Java to rew
areas--apﬁropriate shrimp culture technicues to Lhokseumzwe and Ujung Fandang,
for example, cr develcpment of new tusinmess systams for small enferprises. It
will also provide techrical assistance to the Ministry cf Ingustry to cevelcp at
the naticnzl level zn experimental approach to small entarprise assistance basec
cn the Central Java mccel. The Mission would seek commitment from the Ministroy
to a technical assistance approach that emphasizes the use of private compzaniss
to provide self-sustaining extension services to small ingustroy. '

AID/W Actiom

S with the Smencment for Missicn authorization. Alsc
his € year project For zn zcditional 23 montns to
s 28

sicn has alrsagy utilizego its autnerity 2 axtend

Request approval toc o
recuest approval to e
Septamber 30, 1950.

the project for two y

i}
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Chilg Suzvival Project (457-0335)

Funging: LOP Cost (L)

$ C0,000
(G) $1

7,0
8,000,000

FY 50 Obligation

PACD:  September 1995

The Development Problem

while imcressive reductions have been achieved in general health status in
Incoresia over the last few decades, a dispreportionate number of deaths still
occur in children less than five years of age. In 1980, there were 1.7 millicn
ceaths in Incdonesia, 48% of which occurred in children under five, 30% in
children less than one and 12% curing the neonatal ceriod. The major causes cf
ceath in these age groups are. from preventable diseazses. Respisztery and
diarrheal diseases cause 2% of post neonatal and chilcdhood mortality. Risk of
illness and death during the under five age pericd is exacertated by poor
nutritional status. While Indonesia's infant mortality rate has declinred
steadily cver the past 5 years, it still remains high compared to cther
countries with similar GMNPs, at roughly 90/1000 live pirths. Immunizable
diseases and cehydration still cause appreximately 370,000 child deaths per

year. . Acute respiratory infections are among the leading causes of death anc.
yet the Ministry of Health (MCH) has no organized.control and treatment program.

The Government of Indcnesia is committed to reducing the infant mcrtality rate
and has set ambiticus targets for itself. However, while. Inconesia zlrezady has
3 massive health infrastructure, it has one of the lowest per capita health
budgets in SE Asia. There are cifficult financizl anc organizational problems
which must be overcome in order to make essential health services availatble, te
increase utilization of those services and to overcome the ofther conditicrs
which contribute to the high infanmt and chilchood mortality rates. The
governmeént has launched a program of integratec health and family plamning
service delivery at the village level %through what is cazlled the PosYancu
program. 1t is an attempt to make immunizsticn, ciasroheal disease control,

family planning, and other maternal ard ¢child health services more reacily

available and to generate better cocmmunity particisation in the organizaticr and
gelivery of services. But it is cdifficult to make further pregress with this
program until the planning and bucgetary preocess become more decertralized., The
ability to gather and analyze epidemiolegical and health service data anc tre
zbility to plan for relevant programs which address those prchlems is Racly
neeced at the provincial anc regency levels in the nhealth system. These levels
alsc need cgreater contrel over their financisl resources. :

Iin accition to making improvemenis in the organizaticn and celivery of
services, there Is a growing awareness within the Ministry of Health tn

R
g
net oencugh to simply make services avasilable., Evidence from a recent ev
cf the Txpandeg Procgram for Immunization (EPIL) Incicated that, while ove
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chilcren receivec thelir first CPT vaccine, there was a dramatic declwne in the
rumrer of Lhos= whe came bDack for the 2nd and 3rd doses. Throughout the
goverrment health care system there is eviderce of under-utilization of
services. Studies in other countries, and some evidence from Indcnesis, suggest
that there are many service alternatives available and that health consumers,
even poor ones, are mare sensitive to quality and ncn-monetary costs than
planners may be assuming. Experience has shown that the demand for health care
can te influenced in much the same manner as demand fer cther kinds ¢f goods and
services, Therefore, there is a gradually increasing interest within the
government to experiment with sccial marketing of certain services to try to
manage the supply and demand in a way that helps increase utilization of
essential chiid survival interventicns such as ORT, immunizations,
breastfeeding, Vitamin A supplementation and the like.

Respdnse to the Development Froblem

The manner in which USAID will help the govermment address the problems
described abcve will be through a child survival project which scdresses the |
following issues: (1) the policy censiderations with respect to resource
allocation for child survival programs and the need to move toward a
Cecentralized service delivery system involving both the government and private
sectors, (2) the need to demonstrate the power of & sccial marketing and
consumer griented approaches as to delivery of child survival services such as
CRT and immunizations, and (3) the need to institutionzlize the PosYandu concent
by finding ways of increasing ccmmunl*y involvement in the crganizing and
financing of such services.

-

The project will start to acdress these issues by providimg funds for studies of

. health hehavior and market oriented research on how to influence health related

behaviors. This information will be used to design immunization and dizrrheal
disease control programs which attempt to increase the cemand for the services
as well as assure that the supply of services is availabtle to meet increased
cemand. Activities will be initiated to create rew incentives for covernment
and private sector health care providers to begin taking a more active role in
promoting ORT use and exploiting opportunities to assure full immunization
protection for their cliemts. The project will demonstrate the advantzges of
gecentralization teo the provincial and regercy levéls for plamning and manzaing
hezlth programs. New methocds for increasing cost :ecovery for village level
service and organizing the PosYandu program in ways that improve the demand fer
services will be pilot tested. The information gathered and the experimental
work undertaken during the project will te used as the basis fer policy
Ciscussions with the MOH to encourage them to (1) accelerate the process of
reslliccating more resources for child survival programs, and (2) enccurace the
cevelcoment of a pluralistic health care celivery system in which the government
functions as a catalyst and & regulator of cguality as well as the primary
provicer of putlic health servicss which are cifficult to finmance incividually.

aID Priorities
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sroject alsc recognizes that sccomplishments in increasing child survival reed
to be protected through carefully considered investments in imstituticnalizing
these programs and assuring that acecuats attention is paid to long term prcgram
management and Finarcing issues. The Project is also consistent with the
Mission's CDSS and is an cutgrowth of the Mission's Chila Survival Strategy
which was approved by AID/W. It offers am opporturity for the Mission to
corsclicate its ponulation and heaslth sector perifelioc s that for 1590 amc
immediately teyonc,.USAID bilateral assistance will flow through three msjcT
crojects.

Majcr Comoonents

The project will be organized into three mzjor components all of which are
closely reiated even though they may inveolve working with several MOH civisions
and private institutions. These are: '

1. Communicable Diseass Control ($% Million): bring a new cimension to both
the ORV anc EPL programs Dy looking for opportunities to invelve private
practitioners and private crganizations in promoting and celivering services,
and using social marketing techniques to increase cdemand fcr services and assure
aceguate supply. Helping assure adequate supply of services will alsc require
further attention te the management of the communicable aisease control program
of the MCH to strengthen their logistics and service infermaticn systems which
gre currently weak but without which, improvements would be cdifficult.

2. Decentralization (§9 Million): help instituticnalize some of the previcus
woTk done on cecentralizatiom 1n the health system by demonstrating the
cesirability of stremgthening the mamagerial capacity at the provircial and
regency level and by improving their ability to support the health center staff.
tc manage village level service delivery programs. This effert will involve
improving the capacity of the' provincial and regency levels in the health car
svstem to identify anc target grouss at high risk for early chilchooc ceath so
that services are directed in 3 more cost-effective manner.

3. Vvillage Level Services ($7 Million): experiment with altermative ways of
invoIving ccmmurities anc inciviguals with the organizaticn, management, and
financing of PosYandu sevices. This will involve creating mors Cemand for
maternal and ohild health services and influencing nutriticn rzlated tehavicr,
studying current health sesking tehavior in orcder tc meke services mors relsvanc
to consumer needs, experimenting with cost recovery and fes-for-service

ractices at the village level with selected goods and services, and
strengthening the support for the PosYancu program from commurity

organizations. This will expand the fee-for-service emphasis in the Privats
Sector ramily Planming Project to areas other than ccntraceptives.

AID/W Action Recuest

The proposec project recresents an important slement in the Mission's a
consolicate and streamlinme its pecpulation and health sector scrtfelio t
to resource and staffing constraints. A more fully cevelcoed ccrcedt £
Ce submitted with rext vear's Action Plan. The puIgcse of this early ¢
to alert AID/W to this possitility, anc to incicate the ccmplementazy o
'ship tetween the Heglth Sectcr Finmancing Project orooosad for FY €8, th
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Sectcr Family Flanning Project, proposac fer FY 8%, anq this projsct






