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SUBJECT : Approval of Program Assistance Approval Document (PAAD)
Amendment No. 4 to the Agriculture and Rural Sector Support
Program (497-0357)

[

ACTION:  You are requested to authorize an amendment to the Agriculture and Rural
Sector Support Program (ARSSP) to provide additional grant funding in the amount of
$27.0 million for technical assistance, raising the Program’s total grant funding to $100.0
million, and to extend the program assistance completion date (PACD) by twenty months
to August 26, 1957. Subject to availability, the additional $27.0 million wili be
incrementally obligated in FY 1992 and FYs 1993 through 1996.

DISCUSSION: When the ARSSP was originally authorized in August, 1987, it focused
primarily on budget support to assist the Government of Indonesia (GOI) in overcoming
a serious fiscal crisis brought on by low oil prices of the mid-1980s. Only $1.5 million of
the $43.0 million authorization was programmed for technical assistance. This small
technical assistance component served the Mission and the GOI very well in responding
to critical needs of the GOI’s policy deregulation program. The need for additional
technical assistance resources was soon recognized as the Mission was drawn further into
policy dialogue with the GOL. Following a favorable program evaluation in April, 1989,
the ARSSP Grant was amended in August, 1990 to add technical assistance funds and to
phase down the budget support component over time. Of the $20.0 million authorized
under Grant Amendment No. 2 an additional $1.5 million was slated for technical
assistance.

Over the past three years ARSSP has responded to an ever larger range of requests for
policy-oriented technical assistance. ARSSP Grant Amendment No. 4 signed in August,
1990, authorized $3.0 million which was fully dedicated to technical assistance. The
ARSSP evaluation of 1991 concluded that technical assistance was extremely effective in
achieving deregulation of the economy to further promote private sector investment and
should be continued. Consequently, Grant Amendment No. 5 of August 5, 1991
authorized an additional $2.7 million in technical assistance. Just eight months later in
March, 1992, Grant Amendment No. 6 authorized $4.3 million exuwusively for technical
assistance. The availability of high quality U.S. technical advisors has allowed USAID
to provide critical assistance to key decisioa-makers within Indonesia’s economic reform
program. Clearly the GOI's demand for U.S. policy advice has grown exponentially. It
has invariably exceeded our expectations.
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Recently the Mission and the GOI refined the ARSSP policy agenda to allow these
worthwhile activities to continue in a more coherent fashion. Additional funding of $27.0
million and a twenty-month extension of the PACD are needed to expand and deepen
our role as pre-eminent policy advisor to the GOI. The attached PAAD Amendment
No. 4 will authorize funding for the design, implementation, and/or analysis of
development policies primarily in the areas of economic management and deregulation
of the economy. The growth of competitive free markets and private sector investments
through improved management of the economy will be the primary focus of the Program.,
The Program will assist the GOI in designing and implementing economic reforms in
these areas, thus supporting ARSSP’s overall aim of growth in incomes and employment.

The refined policy agenda will focus on the following areas: international trade
expansion, agriculture diversification, freeing-up internal and external trade, improving
fiscal and monetary tools to promote free markets, training of economic managers, tax
efficiency, extension of integrated pest management technology into crops other than
rice, and the promotion of private trade associations. ARSSP will be evaluated in
October, 1993 to assess the effectiveness of the technical assistance in meeting the
Program objectives as outlined in the policy agenda.

The facesheet for Program Assistance Approval Document (PAAD) Amendment No. 4
plus the Program Recommendation and Executive Summary in Section I of the PAAD
Amendment summarize the scope of the Program and define the fundamental terms,
conditions, and budget level of this amendment for purposes of approval and
authorization.

RECOMMENDATION: That you approve PAAD Amendment No. 4 to the ARSSP to
raise the total authorized level of assistance under the Program to $100.0 million and to
extend the program’s PACD to August 26, 1997, by signing this Action Memo, the
attached PAAD facesheet, and the IEE Determination (Annex E) to the PAAD.

AUTHORITY: By STATE 306428, dated September 19, 1992, the A-AA/ASIA has

delegated you the authority to approve an amendment to the PAAD authorization to add
up to $27.0 million in funding to the Program for technical assistance and to extend the

PACD to August 26, 1997.
/4 /
Approved : g /
7 =

Disapproved : / i

Date : _?/ 2‘,’/? 2

Amendment:
- PAAD Amendment No. 4
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The Agrieulture and Rural Sector Support Program (ARSSP) is designed to support
policy changes targeted at increasing employment and incomes during a critical
period in Indonesia. This PAAD Amendment builds on the framework described in
both the PAAD ‘Amendmerit Number II, August 7, 1990, and the PAAD Amendment Number
III, June 21, 1991, and authorizes additional grant financing-for the Program
of $27 million to increase the total U.S. contribution to the Program to $100
million, and to extend the Program Assistance Completion Date (PACD) by twenty
months to August 26, 1997.

The additional funding will finance the design, implementation, ana/or analysis

of development policies primarily in the areas of economic management and

deregulation of the economy. The Program will assist the GOI in designing and

implementing economic reforms in these areas, thus supporting ARSSP's overall
~+-aim-of growth in incomes and employment. :
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PROGRAM RECOMMENDATION AND EXECUTIVE SUMMARY

A

B.

C.

Recommendation

This PAAD Amendment was developed with ASIA Bureau concurrence for
Mission approval to amend the Agriculture and Rural Sector Support
Program (ARSSP) Authorization. This Amendment builds on the
framework described in both the PAAD Amendment Number II, August 7,
1990, and the PAAD Amendment Number III, June 21, 1991, and
authorizes additional grani financing for the Program of $27 million to
increase the total U.S. contribution to the Program to $100 million, and to
extend the Program Assistance Completion Date (PACD) by twenty
months to August 26, 1997.

Program Summary
1. Program Title

Agriculture and Rural Support Program

2. Summary of Current and Proposed Assistance
TABLE 1
ARSSP Funding Summary

ALD | (0] Total
Current funding 73.0 33.0 106.0
Budget Support 60.0 33.0 93.0
Technical Assistance 13.0 - 13.0
Funded by this Amendment 27.0 2.7 29.7
Budget Support 0 0 0
Technical Assistance 27.0 2.7 29.7
Total funding 100.0 35.7 135.7

Summary Program Description

The additional funding provided by this Program Amendment will principally
finance technical assistance for the design, implementation, and/or analysis
of development policies primarily in the areas of economic management and
deregulation of the economy. The growth of competitive free markets and

1
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private sector investments through improved management of the economy will
be the primary focus of the program. This Program will assist the GOI in
designing and implementing economic reforms in these areas, thus supporting
ARSSP’s overall aim of growth in incomes and employment. A
Description/List of Activities Funded under ARSSP Amendment No. 4
appears as Annex A. Annex B provides the Asia Bureau cable redelegating
approval authority to the field.

Statutory Checklist
The Statutory Checklist is provided in Annex C.

II.  PROGRAM BACKGROUND AND PROGRESS TO DATE

A.

Overview

ARSSP has been the cornerstone of the Mission’s success in the policy arena.
Even though the United States contributes less than 3 percent of total donor
assistance each year, our development impact is disproportionate to our size
as a donor and the flexibility of ARSSP is the key to that achievement.

Since the mid-1980s the Indonesian government has adopted a
macroeconomic policy targeted toward diversifying the economy and
expanding the non-oil export sector. This policy has been implemented in a
series of major reform steps through announcements of "deregulation
packages". The GOI's general economic policy program is consistent with the
USAID goals of increasing incomes and employment opportunities for
Indonesian citizens through the growth of the private sector.

ARSSP was developed as a mechanism to support the GOI deregulation
efforts. When the oil price fell to very low levels in the mid-1980s, the GOI
development budget suffered serious setbacks. Key agencies of the GOI
which supported the deregulation efforts were faced with a lack of resources
to carry out their programs. ARSSP was designed to provide interim
budgetary support to bridge the period of the GODIs fiscal crisis, and to
maintain adequate levels of activities in selected agencies which would
otherwise run short of funds for development endeavors.

Budget support was originally provided to keep agencies operating. By
Indonesian Fiscal Year (IFY) 1989/90, the budget crisis was no longer an
overriding factor, and the focus of budget support was shifted to greater
targeting of these funds to areas of the budget which most directly supported
the objectives of the policy reform agenda.

2
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.Following a favorable evaluation in April 1989, ARSSP was amended to add
budget support and technical assistance funds to carry the Program through
calendar year 1992. That Amendment was designed to phase down the
budget support component over that time period. The current remaining $3.0
million of budget support funds will be disbursed in IFY 92/93,

Policy dialogue with top GOI officials is a fundamental facet of the USAID
role in the implementation of the ARSSP. ARSSP technical assistance has
provided USAID with a means to respond to GOI requests to support
deregulation efforts. It became clear by IFY 1989/90 that, though the need
for broad-based budget support was waning, the usefulness of the technical
assistance available through ARSSP was clearly on the rise. The Program was
amended a second time in August 1990 to increase the budget fur technical
assistance by $3.0 million and a third time in June 1991 to increase the
technical assistance budget by another $7.0 million.

These increases in the technical assistance component of the Program have
shown significant results in assisting the GOI in policy formulation and
implementation; demand for technical assistance is growing fast, across a
broad front.

Relationship Between the 1991 ARSSP Evaluation and This Amendment

The ARSSP evaluation of August 1991 concluded that broad-based budget
support should be phased out and that technical assistance was extremely
effective in achieving deregulation of the economy to further promote private
sector investment, and should be continued. The flexibility and the quick-
turnaround features of ARSSP were recognized as invaluable for both the
GOI and USAID. The evaluation also recommended that a screening
procedure be developed to provide a basis for refusing or accepting requests
for ARSSP funding.

This Amendment includes specific ARSSP activities which are directly tied to
a Policy Framework. If the objectives of those activities are achieved, then
the Policy Framework should be satisfied. The Policy Framework elaborates
and expands upon the existing Policy Agenda found in the ARSSP Grant
Agreement.

A screening procedure is included in this Amendment to assure that each
technical assistance activity is consistent with the ARSSP Policy Agenda and
Framework and that the activity is independent of other USAID projects and
funding sources.
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-III. PROGRAM AMENDMENT DESCRIPTION AND ANALYSES

A.

B.

Background

ARSSP technical assistance resources are used to support the broad USAID
CDSS goals of increased employment and incomes for Indonesian citizens and
the GOI economic policy objectives of an increasingly diversified economy
and growth of non-oil exports as described in the most recent five-year
development plan, Repelita V. ARSSP will fully support the Mission Vision
Statement of Indonesia reaching Newly Industrialized Country status in this
generation.

This proposed Amendment provides the Mission with the flexibility to
undertake new initiatives in the field of economic policy and to support the
implementation of the policy changes over the longer term. A major focus for
all new technical assistance activities is to support the growth of a competitive
free market and private sector investment. The Amendment continues broad
support to the main ministries responsible for economic management while
also providing funding for new and innovative initiatives so that ARSSP can
continue to be the incubator of new ideas for the Mission.

Program Goal

The goal of this Program remains the same - to support the Government of
Indonesia’s efforts to increase employment opportunities and incomes in
Indonesia. Achievement of this goal has been through a focus on the policy
agendas developed in the previous amendments to ARSSP which include
agricultural diversification, agricultural trade, domestic resource mobilization,
financial deregulation, through improved overall economic management
including environmental and natural resource management.

Those policy agendas address the policy objectives of the Government of
Indonesia (GOI) which include: (1) to create the conditions conducive to
expansion and diversification of the agricultural sector, including
improvements of the environment for agricultural processing and trade; (2)
to plan for and initiate the steps to expand and improve the efficiency of
domestic financial markets; (3) to increase total investment in Indonesia,
particularly off-Java, through accelerated implementation of financial
deregulation; and (4) to sustain the economic productivity of the natural
resource base through the development and implementation of sound
environmental and natural resource management policies. The purpose of the
Program is to provide assistance for design, implementation and evaluation
of policies in these areas of program focus.

3
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The August 1991 evaluation of ARSSP suggested that ARSSP technical
assistance be tied more directly to future policy areas of concern. This
Amendment has accommodated this recommendation by further developing
the policy objectives of Amendment I in the areas of: extension of Integrated
Pest Management into crops other than rice, international trade,
macroeconomic policy, and tax efficiency.

Technical assistance financed under the Amendment will be focused on
continuing areas of policy concern. These include: agriculture diversification,
freeing-up internai and external trade, improving fiscal and monetary tools to
promote free markets, and training of economic managers. It is also
anticipated that funding will be provided for work in the areas of small
business development, promotion of private trade associations, as well as
further work on poverty alleviation. (See Table II Illustrative Budget for
ARSSP Amendment No. 4.)

Program Amendment Activities

To achieve the purpose stated above, this Amendment reinforces the analytic
and technical resources available to the GOI and local private sector
institutions such as trade associations involved in policy reforms and program
initiatives, helping them to consolidate market deregulation and sustainable
economic growth in Indonesia. This assistance will be mobilized in
coordination with expertise from Indonesian counterpart resources drawn
from both public and private sector institutions for analysis, program
development, and implementation. Technical assistance advisers will assist in
identifying and comparing policy optiens, developing implementation plans for
policy changes, and implementing the reform measures.

Advisory services will be provided in response to requests for assistance from
the GOI and Indonesian private sector institutions or to needs identified by
USAID Mission personnel working with these institutions. Particular
attention will be given during implementation to identifying opportunities to
support private sector institutions which are involved in policy formulation
and implemeantation.

To ensure that program resources are available to respond to priorities as
they arise, it is critical to develop a selection system for technical assistance

activities that will screen requests and ensure that requests meet clearly
established criteria.

Program Inputs and Management Structure

Activities under the program will continue to be implemented in cooperation

5
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" with BAPPENAS, which will serve as the point of coerdination for both GOI
institutions and the private sector. BAPPENAS involvement will ensure that
ARSSP resources do not duplicate other donor activities in support of reform
and will help to mobilize GOI resource inputs needed for reform
implementation. The Mission has worked closely with BAPPENAS in the
implementation of ARSSP and the Development Studies Program, paving the
way for continued cooperation and collaboration under the activities
supported by this Amendment.

A.LD.-funded inputs will be primarily botn long- and short-term technical
assistance services and will be mobilized for the following:

Technical assistance for reform design and implementation, including
analysis of the impact cf reforms in place or under consideration;

development and implementation of regulatory or administrative
changes necessitated by the reform process; and training for personnel
in analytic techniques or other skills needed to support the reform; and

Bridging support assistance, short-term start-up where technical

assistance is required prior to the authorization of an upcoming A.LD.
project or program which will address the area. Such support will be
limited to technical assistance. The personnel fielded and the program
supported will have a strong policy focus.

ARSSP program management and advice to the GOI on policy aspects
of future program development, particularly in areas related to

ARSSP-supported policies, including trade, agriculture, agribusiness,
macroeconomic policy and the environment;

To maximize flexibility and responsiveness to a wide range of requests for
assistance, assistance will be mobilized through a number of contracting
mechanisms, ac described in the procurement plan, Annex F. Decisions on
which mechanism to use will be made on a case-by-case basis. Resources
needed to support technical assistance may also be provided under the
Program. :

FINANCIAL PLAN

An illustrative budget for this Amendment is found in Table 2. The elements
indicated in the budget represent the proposed focus of the Amendment, with
estimates of indicative funding through 1997.
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III.

IV.

TABLE 2 ILLUSTRATIVE BUDGET FOR ARSSP AMENDMENT NO. 4

CURRENT WELL-DEFINED ACTIVITIES
L BAPPENAS
- IPM for Non-Rice Crops
- Ag Policy Advisor (BAPPENAS/LT)
- Ag Policy Advice, ST

2. MINISTRY OF TRADE
- Trade Implementation & Policy
- Trade Policy Advice, ST

3. BANK INDONESIA
- Research and Development
- Monetary Policy Advice, ST

4, MINISTRY OF FINANCE
- Fiscal/mon Policy Advisor, LT
- Fiscal/mon Policy Advice, ST
- Tax Advisers

5. CENTRAL BUREAU OF STATISTICS
- Flow of Funds/Inv Data Base, ST

ADMINISTRATION
- ARSSP Prog Mgr/Money & Banking
- Trade/Macro Advisor
- Contract Specialist
- Evaluation and Audit

NEW INITIATIVES

- IPM for Rice

- Bank Indonesia Reorganization
Promotion of Trade Associations
Business Development (mfg)
Poverty Alleviation Analysis
Unspecified

TOTAL ($ millions)
* Partial FYs in FY 95 and FY 97

FY 94-96
FY 93-97 @200/yr
FY 93-97 @100/yr

FY 94-97
FY 95-97 @200/yr

FY 94-97
FY 93-97 @120/yr

FY 93-97 @200/yr
FY 93-97 @120/yr
FY 93

FY 93-97 @120/yr

SUBTOTAL

1.5
1.0

3.0
0.6

1.0
.6
8

6

12.3

*FY 95-97 @200/yr .4
*FY 95-97 @200/yr .4

FY 93-97 @ 60/yr
FY 93/95/97

SUBTOTAL

FY 93-97
FY 94
FY 93
FY 94-97
FY 93
FY 93-97

SUBTOTAL

3
2

1.3

7.0
1.0
1.0
S
v
3.2

134

=0 =

27.0



The strength of ARSSP has been its flexibility and the Program’s ability to both
respond to emerging needs in new areas quickly and to be able to follow up policy
change with implementation assistance, like monetary policy implementation at
Bank Indonesia and shifts in the policy orientation of the Ministry of Trade
toward trade promotion and away from trade restriction. This flexibility to
balance quick response and implementation is retained and strengthened in this
Amendment.

It is impossible to determine at this time vrith precision, all of the exact types and
levels of assistance that will be required. To maintain a nimble, flexible and
pragmatic approach to ARSSP, the Mission will use a variety of contracting and
funding modes, such as Purchase Orders, IQC’s, Host Country Contracts, Grants
to International Organizations, Grants to NGO’s or PVO’s, University
‘Cooperative Agreements, Cost Reimbursable Technical Assistance, and so on.

For line items shown in Table 2 as "Current Counterparts” the nature of future
assistance is largely fully designed and based on past experience with current
counterparts: BAPPENAS, the Ministry of Trade, Bank Indonesia, the Ministry of
Finance and the Central Bureau of Statistics. In addition, we will allocate funds
for administration. Items which are not yet fully designed are identified in the
budget as New Initiatives. While the full $27 million for the Amendment will be
authorized; obligation of funds for the New Initiatives will depend upon
completion of design of these sub-activities and approval by the Mission Director.

Summary information on the activities to be funded by the Amendment is
provided below. (Annex A describes these activities in more detail.)

L CURRENT WELL-DEFINED ACTIVITIES:

BAPPENAS: ARSSP technical assistance funds will expand the highly successful
Integrated Pest Management Program (IPM) to non-rice crops. The latter
activity, to be carried out under a contract already concluded with Clemson
University, has an estimated cost of $1 million. It will run for two years and
started in September 1992. A three-year follow-on activity is planned under
Amendment No. 4 at the same funding level for a total of $1.5 million. The
Amendment would also fund a long-term advisor to the Head of the Bureau for
Agriculture and Irrigation beginning in FY 92 to deal with policy issues in the
development of the next long-range agriculture development plan for Indonesia.

MINISTRY OF TRADE: Our highly successful Young Professionals Activity at
the Ministry of Trade will be continued. Under this activity, USAID is assisting in
reorienting the Ministry’s policy from an emphasis on trade restriction to one of
trade promotion. Technical services for the follow-on to the Young Professional
Program, the Trade Implementation and Policy Program, are currently being

8



L.

procured, with an anticipated starting date of August 1992. This activity will cost
$3 million and will last for two years. The current solicitation includes a provision
for a three-year extension. Funding will be provided under this Amendment to
fund that three-year extension at a rate of $1 million per year. '

BANK INDONESIA: Rapid financial deregulation over the past three years
supported by the ARSSP Program has resulted in a very rapid growth of the
banking sector and financial markets. Inadequate controls over and supervision of
the banking sector, (both public and private) now pose a major threat to the
economy. Many banks and other financial institutions face a near term insolvency
which could precipitate a major financial crisis, negatively impacting on both the
private and public sectors.

Under ARSSP, we are currently funding a two-year technical assistance activity
for $1.3 million with the Research and Development Division of Bank Indonesia.
The activity is designed to increase the quality and timeliness of macroeconomic
data used by the Bank for decision making. Under this Amendment to ARSSP,
provision has been made to continue this assistance for an additional three years,
starting in May 1994 at the current rate of about $700,000 per year.

MINISTRY OF FINANCE: Critical policy choices are surfacing in monetary
management. The current account deficit has remained high as have interest
rates. The development of long-term money markets is a key challenge facing the
GOI. The Amendment will fund a long-term fiscal and monetary advisor for a
period of five years. This long-term advisor will be attached directly to the
Minister’s office and work closely with the Monetary Board. This Amendment
also continues funding for senior U. S. Internal Revenue Service advisors who
assist the Tax Department in its successful efforts to mobilize domestic resources.

II. ADMINISTRATION:

Funds are provided to continue the services of a Joint Career Corps or PSC
program manager and a trade/macro economist to continue to work in EPSO. A
small amount of funds is set aside to support a locally hired contract monitor to
assist the technical offices in monitoring performance of contracts and close out of
those activities when complete.

In sum, the focus of support to the GOI under this Amendment is to accelerate
movement toward greater private sector participation in the growth of the
economy, leading to the program goal of increasing employment and incomes.
The support will concentrate on improving economic and financial management in
monetary, fiscal, trade and agricultural policy to facilitate a more rapid growth of
private investment.



III. NEW INITIATIVES:

The Amendment includes $13.4 million in finding for New Initiatives related to
future policy issues.

A major component of the New Initiatives will in fact be a continuation of highly
successful support to the Government of Indonesia in Integrated Pest
Management. This success was fully documented in the August 1991 ARSSP
evaluation. Because of this success the World Bank is now proposing to provide
$32 million for expanding Rice IPM to 890,000 farmers. This project has been
designed and will be appraised by the World Bank in September/October 1992.
USAID proposes to co-fund this activity with $7.0 million from this Amendment
through a grant to the World Bank. Although this activity is in an advance stage
of design the mechanism for co-funding has not been fully negotiated with the
Bank. Consequently this activity is shown as a "New Initiative" and is subject to
the final clearance and approval process discussed in Section V below.

Another focus of new activities is expected to be the exploration of small business
and trade association development issues which will provide support to develop
policies to promote private sector development. We may also explore policy
issues related to skill areas needed to attract major foreign investment, a follow-
up to the recent seminar on toy production in Indonesia.

We also plan to fund an analysis, which may begin in FY 92, that would aid in
understanding the effectiveness of poverty alleviation programs. Of special
interest in understanding these programs are effective policies related to fostering
the private provision of public goods and services within a new enabling
environment. Key program areas include those in which the Mission is active,
including private provision of health, family planning, primary education and
urban services. A priority policy activity is assessment of the relative
effectiveness, efficiency, cost, impact and degree of equitable distribution of
selected social services provided to families from private and/or public sources.

Bank Indonesia has recently approached USAID with a request to assist in
reorganizing the Central Bank as a means of increasing the efficiency of monetary
policy reform and implementation. This activity may be pursued as a new
initiative under this Amendment.

An amount of $3.2 million of the New Initiatives money is budgeted for short-
term technical assistance in emerging policy areas that have not yet been

identified or for reallocation, if required, to other activities requiring additional
funding. '

The following Table 3 entitled "Implementation Schedule for ARSSP Activities
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TABLE NO. 3
IMPLEMENTATION SCHEDULE FOR ARSSP ACTIVITIES FUNDED UNDER PAAD AMENDMENT NO. 4

1T

WELL-—-DEFINED ACTIVITIES

1. IPM Non-Rice

2. Ag. Policy Advisor

3. Ag. Policy Advisor (ST)

4. Trade Implementation & Policy
5. Trade Policy Advisor (ST)

6. Bank Indonesia R&D

7. B Monetary Policy (ST)

8. MOF F/M Folicy Advisor

9. MOF F/M Policy Afvisor (ST)
10. MOF Tax Advisors

11. Statistics Bureau Advisors (ST)

ADMINISTRATION

12. ARSSP Prog. Mgr. (M&B)
13. Trade/Macro Advisor

14. Contract Specialist

15. Evaluation/Audit

NEW INITIATIVES

16. IPM for Rice

17. Bl Reorganizations

i 18. Prom. of Trade Assistance
19. Business Development (Mfg.)
20. Poverty Alleviation Analysis

21. Unspecified

92 CY 1993 CY 1994 . 1 CY 1995 7 CY1996 ' CVT%?_‘)l
Q4 QifQ2 [Q3 Q4
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Funded under Amendment No. 4" depicts when Amendment No. 4 ﬁmding will be
provided for the Well-Defined Activities and New Initiatives.

PROGRAM AMENDMENT NO. 4 IMPLEMENTATION PLAN

A.

Implementation Responsibilities

The Economic Policy Support Office (EPSO) will continue to take the lead
in coordinating activities under ARSSP, assisted by several other Mission
offices which will participate actively in planning and implementing specific
activities as appropriate. Given the sectoral emphases of ARSSP activities,
it is anticipated that the Offices of Agro-Enterprise and Environment;
Private Enterprise Development; and the Human, Institutional and
Resource Development Office will have the most direct involvement in
ARSSP activities, but other Mission offices will also be kept informed and
may become directly involved on a case-by-case basis.

The degree of involvement by teclinical and staff offices other than EPSO
will vary, depending on the nature of the activity funded. Where the
activity is an initiative supporting the Mission’s economic policy dialogue in
areas specified by this amendment or not covered by other offices, EPSO
will take the lead, coordinating technical issues with the appropriate
technical office or offices. Where the activity will provide policy or
program development support focussed on a technical area within the
purview of another office, that office will play a more active role in
planning and managing the activity, and may be assigned responsibility for
technical support to contracting and for management of the technical
assistance personnel required. The Legal (LA), Contract Management
(CM) and Finance (FIN) Offices will be involved as described in Section B
below.

The same principle will apply to assignment of program management
responsibilities within the GOI. BAPPENAS is the coordinator between
A.LD. and the other technical agencies of the GOI In most cases,
however, the primary responsibility for management of ARSSP-supported
activities within the GOI will rest with the agency requesting the assistance.

The specific procedures developed for selection and approval of ARSSP
activities is discussed in Section C below. Once an activity is approved for
ARSSP funding, the technical office responsible for that activity (EPSO or
another office) will have the responsibility to work with the Mission
Contract Management Office to contract for technical services.

Within EPSO, lead responsibility will continue to be assigned to the

12
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ARSSP Program Manager funded under the Program. It is anticipated that
this position will be filled by a JCC, PASA or PSC eccneinist.

Procedure for Selection of Activities

The procedure for selection of activities to be funded by this expansion of
ARSSP’s technical assistance component has been developed to meet four
conditions: the procedure must 1) ensure that ARSSP resources are
directed towards activities of high priority for the GOI and the Mission; 2)
prevent the use of ARSSP resources where another source would be more
appropriate; 3) provide for adequate review of all activities to ensure
coordination and support during implementation; and 4) be consistent with
the often rapid and flexible response to GOI needs.

The procedure developed has two components: a set of criteria for the
screening of activities proposed and a procedure for review of each activity.
The program monitoring system described in Section VIII below is
designed to ensure that this procedure is used effectively to continue to
direct program resources to their best use.

1. Criteria for Activity Selection

Selection of activities under ARSSP’s expanded technical assistance
component will have tighter controls than iinder the current
practice. The primary criterion for selection will be the degree to
which the planned activity has a high probability of contributing to
policy development and implementation of reform. In addition,
each activity proposed for ARSSP funding will be reviewed
according to the following programming criteria:

a. Consistency with ARSSP policy framework: i) the activity
directly supports one of the policy areas on the ARSSP Policy

Agenda or the Policy Framework (Section VII) included in
this Amendment; ii) it strengthens the free market system;
and iii) the activity is consistent with the Mission’s strategy as
stated in the CDSS, the strategic objectives, and other
Mission policy statements.

b. Support to market-oriented policy reform and program
development: the proposed activity directly supports

enhancement of a market-based economy conducive to
private sector investment and growth.

13
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Need for ARSSP funding: the activity cannot be funded from

another source, including other A.LD. pro;ect funds, PD&S
funds, or another donor prolect

Separability from other projects: the activity does not

constitute simply an augmentation of a planned or ongoing
A.LD.-supported project.

Availability of complementary inputs: either i) the activity

does not require any inputs other than technical assistance
and logistic support directly connected to that assistance or ii)
additional inputs required will be provided by the
Government of Indonesia, the private sector, or another
source. Use of ARSSP funds for activities other than
technical assistance (including commodities or services for
seminars or other activities) will require the Director’s
approval based on an action memo justifying such
expenditures.

The PIO/T for each activity approved for ARSSP funding will
include an attachment confirming that the activity meets the above
criteria or the Director’s approval for activities that do not meet
these criteria.

Procedure for Review of Proposed Activities

The procedure developed for review and approval of proposed
activities balances the competing needs to ensure adequate review
by A.LD. and the GOI and to streamline the response consistent
with the nature of the requests. The procedure therefore includes
two basic steps:

a.

Programming plan. The ARSSP program manager will
maintain an up-to-date budget plan including separate listing
of commitments and associated expenditures; planned
expenditures; and future contingencies. This budget plan will
be continuously revised as program activities evolve. PPS
and the technical offices will be provided reports on this
budget plan on a quarterly basis, or more often as planning
needs warrant. Each technical office will keep the EPSO
program manager informed of its best estimates of life-of-
program needs, so pressing immediate needs can be properly
weighed against projected future needs for prioritization and
funding decision-making.

14
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b. Procurement. Each proposed activity will be reviewed and
approved, depending on its size, complexity and duration on
the basis of a PIO/T, grant agreement, purchase order or
other procurement document. Procurement documents will
be formally approved by BAPPENAS.

The formal review and approval of each activity will take place
during review of the relevant procurement document, or the
completion of a concept paper or activity description. Development
and issuance of each procurement document will follow standard
A.LD. practice, but will vary with the nature of the activity and how
it is to be implemented. Each activity will follow procedures as
further described below:

ARSSP funded activities fall into three broad categories: a) single
person advisors to key government decision makers; b) short-term
activities of 120 days or less; and c) longer term efforts. A different
approval mechanism will be followed for each of these three
categories.

For short-term activities, EPSO will approve the activity. Purchase
orders will be approved by EPSO, FIN and CM. PIO/Ts for larger
short-term activities will be cleared by PPS as well. Legal will clear
in cases involving unique or unusual implementation methods and in
any cases involving waivers of any A.LD. requirements, such as
competition, nationality or salary level.

For single policy advisors to government decision makers, a PIO/T
will be prepared with a full scope of work and budget. A one-to-
two page concept paper will also be included. The concept paper
will i) state the nature of the activity and identify the GOI
counterpart agencys ii) explain its relationship to the ARSSP
objectives and CDSS priorities, the Mission Vision Statement and its
relationship, if any, to other Mission activities; iii) estimate the
funding requirements; iv) indicate how the activity will be
implemented (the technical office responsible and the contracting
mechanism); and v) provide any additional justification needed.
Preparation of the concept paper will be the responsibility of the
technical office initiating the request.

The concept paper will be circulated along with the PIO/T. Both
will be cleared on a no objection basis by PPS, Legal, FIN, CM and

EXO (as necessary). A copy of the PIO/T will be circulated to all
technical offices and the Director on an information basis. The
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Director or another office may request EPSO to call a review
meeting to discuss technical or programming issues related to the
activity. EPSO will approve each activity.

c) When the essential nature of an activity is long-term, a more formal
review and clearance procedure is required. Such activities will
require: i) an activity description with proposed inputs/outputs from
all parties, ii) expected end-of-activity accomplishments, iii)
projected development impact, iv) proposed implementation
arrangements (not just A.LD.’s but also GOI’s), and the basic
development rationale for the activity. The program committee,
made up of representatives from EPSG, PPS, FIN, RLA, CM and
the technical office concerned will determine what specific
documentation is required for each sub-activity. Among the
documents required will be a statement regarding the validity of the
IEE’s categorical exclusion. If it is believed inappropriate, a
revision to the current IEE will be proposed. The program
committee will approve each sub-activity.

All activities falling under the New Initiatives category will be approved
based on one of the procedures described above. The only change in the
procedure is that the Mission Director will review all uses of funds falling
in the New Initiatives category, based upon the documentation required
above and the recommendations of the program committee. Obligation of
funds will be made after a determination by the A.LD. Director that the
proposed activity falls under the ARSSP Program scope and is otherwise
soundly designed and fully costed out.

PROGRAM AMENDMENT ADMINISTRATION

Unlike pre-designed, long-term technical assistance efforts, ARSSP provides
technical assistance inputs in the context of changing needs over time. Problems
in policy implementation are often unanticipated and require close monitoring
and quick reaction time to help solve. This requires the continuation of a strong
in-house EPSO staff. The EPSO program managers must be technical experts in
the field they manage and work closely and continuously with their GOI
counterparts on policy development and implementation issues. To a large extent,
the requests for technical assistance inputs result from EPSO and other A.LD.
staff working collaboratively with the GOI to jointly identify requirements.

Given that issues such as health insurance financing, education financing and
private provision of public services are emerging in policy reform discussions,
EPSO will need a staff member with strong credentials in public finance. It is
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anticipated that vhen the current JCC program manager leaves in 1993, EPSO
will recruit a replacement with public finance policy expertise.

The quick response nature and the flexibility of ARSSP results in substantial
Mission effort in contract preparation and execution. This is an integral feature
of ARSSP and one which cannot be eliminated without jeopardizing the very
success of the Program. A good portion of ARSSP’s success is USAID’s ability to

~ deliver the right technical assistance at the right time. The Contract Management

Office is critical to that success.

However, there are ways to reduce the management load. With activities funded
under this Amendment, EPSO will endeavor to a) use IQCs when available,
similar to the two current IQCs with Winrock to provide agricultural expertise to
BAPPENAS; b) contract more work out in larger units, similar to the recent $3
million RFP for work at the Ministry of Trade and the $1.0 million research effort
for Integrated Pest Management on non-rice crops; c) use 8A contracting sources
to the maximum extent possible, similar to the recent $1.2 million contract for
work with the Central Bank; d) build short-term technical assistance into our
larger bid packages, as was done with the Central Bank and Ministry of Trade
RFPs; e) design into the original RFPs extension options so that a new RFP does
not necessarily have to be issued in the future; and f) provide funds for a local-
hire procurement technician to interface with the Contract Management Office to
help facilitate ARSSP.

Experience has shown that one of the advantages offered by the PSC and JCC
professional staff, as well as the A.LD direct hire staff of EPSO, is that the
appropriate high-level consultants can be reliably identified for the key policy
advisor positions requested by GOI officials. An umbrella contractor who is
removed from these discussions would not be as adequately prepared to execute
an efficient and effective search and selection procedure. Thus, an-umbrella IQC
will again not be developed for ARSSP.

THE POLICY FRAMEWORK

Since the policy environment in Indonesia is dynamic, it is necessary to
periodically refine the Policy Framework associated with the Program. This
Amendment redefines the Policy Framework and links it more closely to the
technical assistance to be delivered under this Amendment, as recommended in
the ARSSP evaluation of August 1991. The detailed policy items specified under
this Amendment are based on the anticipated accomplishments over the next two
years resulting from major ongoing and planned technical assistance activities.
The practice of using the policy agenda as a screen for selecting areas for
technical assistance will continue as it has in past Program implementation (see
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Section V.B.1.).

The following is the Policy Framework to be pursued under this Amendment.
The Policy Framework is a further elaboration of particular Policy Objectives
already agreed to in the Policy Agenda under Amendment No. 1 to ARSSP.

Policy Objective 1: Extend the Integrated Pest Management (IPM) Program to
crops other than rice.

1.1  Concentrate IPM research efforts on identifying and demonstrating the
value of appropriate IPM technologies for major non-rice crops and
incorporate this new technology into ongoing IPM training.

12 Where supported by scientific research, expand the current ban of 57
broad-spectrum pesticides for use on rice to include crops other than rice.
This will depend heavily on the scientific research performed under sub-
objective 1.1 and on whether narrow-spectrum pest-specific pesticides can
be made available.

13 Scrutinize all World Health Organization (WHO) Category I pest1c1des
and, if found meritorious, consider banning all of them from use in
Indonesia. This process will depend heavily on research performed in sub-
objective 1.1.

14  Establish a more comprehensive system for regulating pest1c1de use to
protect the environment, the health of farmers and laborers in the pesticide
industry, and consumers of agricultural products.

Policy Objective 2: Increase the efficiency and competitiveness of Indonesian
international trade.

2.1  Reduce tariff and non-tariff barriers to trade.
2.2 Improve trade policy implementation and policy formation procedures.

23 Upgrade the GOI’s capacity to participate actively in international
agreements and negotiations.

Policy Objective 3: Work to reform and implement existing macroeconomic
policy.

3.1 Encourage the elimination of SWAP arrangements which have subsidized

the inflow of short-term, speculative financial capital into Indonesia and
encourage the development of a private sector forward market for foreign
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exchange.

32  Work for implementation of a new banking law that will provide the basis
for a well-regulated, modern financial sector.

| 3.3 Work to reduce reporting lags for the monthly bank survey, providing a

comprehensive and current representation of conditions in the banking
sector that will assist both monetary policy and bank supervision.

3.4  Upgrade the research and information processing capability of Bank
Indonesia so that appropriate information and research can be provided to
allow policy makers to conduct a sound monetary policy.

Policy Objective 4: Mobilize public resources through improved implementation
of VAT, income and withholding tax laws.

4.1  Improve the efficiency with which taxes are collected through improved
information, forms, audits and other procedures.

42  Organize the Tax Department for better implementation of tax policy.

MONITORING AND EVALUATION

Most major ongoing and planned activities will begin in the summer of 1992 and
operate for a period of two years. ARSSP will be evaluated in October 1993 to
assess the effectiveness of the technical assistance in meeting Program objectives
as outlined in the Policy Agenda. (The last evaluation was August 1991.) The
new activities will be evaluated particularly for their fit within the Policy Agenda
and Framcwork.

The evaluation will assess the success of the Program in meeting the specific
policy targets outlined in the Policy Framework and thereby serve 2. ‘i main
instrument for monitoring the Policy Agenda and Framework. Moruiuring will
also occur through quarterly, mid-term and final reports prepared by major
technical assistance activities and through evaluation reports internal to those
activities. As suggested in the August 1991 evaluation, ARSSP management will
also monitor broad policy trends associated with the Policy Agenda.

The ARSSP evaluation will also assess the continued relevance of the Policy
Agenda. Results of the evaluation will be used to revise the Policy Agenda in an
evolutionary process by dropping objectives already accomplished and adding new
objectives during program implementation.
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The evaluation will, among others, address the following:

1. Was the activity implemented effectively? *What were the technical
assistance inputs? If not implemented effectively, why?

2. Were the objectives targeted by the activity in the Policy Framework met
or not met and why.

3. Were the New Activities consistent with the Policy Agenda and

Framework?

4, What new policy instruments were put in place? Were they implemented?
Why? Why not?

5. What was the impact on private sector investment and employment?

GOVERNMENT CONTRIBUTION

With this Amendment, the GOI contribution now amounts to $35.7 million or 26
percent of the total Program cost of $135.7 million (Table 1). This GOI
contribution includes $22.8 million of PL480 proceeds used by the GOI to support
Government budgets that were targeted for ARSSP budget support during early
periods of the program.

The GOI contribution also includes $10.2 million of non-PL480 GOI funds that
were used to promote progress toward achieving the objectives of the ARSSP
Policy Agenda. For example $7 million were used by the GOI to purchase
computer equ1pment and to increase audit staff in the Tax Department of the
Ministry of Finance in support of ARSSP Policy Objective 3, "mobilize public
resources and effectively apply them at regional and local levels." These funds
were used by the GOI because ARSSP budget support allowed the GOI to
undertake a tax enhancement program that required additional GOI resources to
be effective.

As another example, ARSSP budget support to the Central Bureau of Statistics
was augmented by $3.2 million in GOI funds to carry out activities that supported
ARSSP Policy Objective 4, "increase total investment in Indonesia, particularly
off-Java, through accelerated implementation of financial deregulations to meet
Repelita V targets, generate income growth.and employment." The Central
Bureau of Statistics provided $3.1 million in cash from its own GOI annual
development budget ("DIP") to conduct the 7 statistical activities co-funded by
ARSSP and $0.1 million in in-kind contribution (office space and staff support).
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This Amendment also includes $2.7 million in GOI funds that have been or will
be provided to directly support two technical assistance activities. A total of $2
million in GOI funds will be used by Bank Indonesia, the Central Bank, to
purchase computer equipment in support of ARSSP’s Bank Indonesia Research
and Development activity. This activity is designed to provide Bank Indonesia
with the necessary resources and expertise to develop and utilize information in a
manner which will enable accurate and prompt monetary policy formulation. The
remaining $.7 million coustitutes GOI contribution to the Young Professionals
Program at the Ministry of Trade which consists of costs for office space,
computer, furniture, counterpart and support staff, training preparation and
materials, participants’ time, and seminars. This technical assistance activity is
intended to assist the Ministry of Trade in its transition from being a regulator of
trade to being a facilitator of trade as Indonesia continues along its path toward a
deregulated economy.

The GOI contribution shown in Table 1 does not fully reflect total GOI support
to ARSSP because many in-kind contributions made in the past to assist technical
assistance activities have not been counted. For example, substantial GOI
contributions are received from the Ministry of Mines and Energy and from the
Agency for the Assessment and Application of Technology to support ARSSP-
funded advisors.

CONDITIONS, COVENANTS, AND NEGOTIATING STATUS

The proposed activities have been reviewed with BAPPENAS and no issues have
been identified that would prevent moving forward to authorization as planned.

Covenants and conditions precedent to disbursement remain unchanged.

ANNEXES:

TmoOOw»

Description/List of Activities Funded under ARSSP Amendment No. 4
ASIA Bureau Cable Delegating Approval Authorization to the Fleld
Statutory Checklist

Draft Program Agreement Amendment

Initial Environmental Examination Determination

Procurement Plan and Methods of Financing
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Description/List of Activities Funded bnder ARSSP Amendment No. 4
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Title: Integrated Pest Management Research, Development, and
Training Activities for Palawija Crops in Indonesia (follow-on
Activity)

Duration: August 1994 through July 1997 (current activity -
August 1992 through July 1992)

Counterpart: The National IPM Program Working Group and BAPPENAS

Justification: The GOI has established an extensive National
Program for IPM in rice. The key focus of the prcgram is to
provide farmers with cost effective, environmentally sound IPM
methods that employ control measures that do not adversely impact
natural enemies of insect pests. Most of these farmers, and
others, are involved in palawija production. Palawija has severe
and costly pest problems on which chemical insecticides are used
indiscriminately, ineffectively, and with devastating effects on
natural enemies, human health, and the environment. For this
reason, the GOI has expanded the National IPM Program to include
important palawija crops. Unfortunately, the knowledge base
necessary to feed into and sustain sound IPM for palawija crops
is very limited. Extensive efforts are needed to fully develop
and sustain IPM in palawija in Indonesia.

The current palawija IPM activity with the above title will begin
in August 1992 and end in July 1994. Over that period, the
activity will establish a palawija IPM research program under the
direction of the National IPM Program. Some of the unanswered
questions about IPM in palawija crops in Indonesia will be
answered. Under this amendment, that activity will be extended
for an additional three years to July 1997 to allow close
collaboration with the National IPM Program during its next phase
when emphasis will be on massive farmer training.

This activity supports ARSSP Policy Objective 1.2, "Implement the
Integrated Pest Management Program for rice and extend it to
include other crops." It is also directly tied to technical
assistance under this Amendment through ARSSP Policy Framework
Item 1, "Extend the Integrated Pest Management (IPM) Program to
crops other than rice."

Scope of Work: This activity will provide research that supports
and enhances the National IPM Program for the development of
adapted IPM systems for major insect pest groups of major
palawija crops. It will: 1) carry out surveys on palawija pests
to determine levels of crop loss due to pests and existing levels
of biological control, especially pathogens and parasitoids, 2)
engage in research focusing on the use of beneficial organisms,
especially pathogens and parasitoids, to control key palawija
pests not being covered by other researchers, 3) through field
and lab activities, strengthen the ability of national '
researchers to carry out field research using entomopathogens and
parasitoids, 4) develop field methods and training activities
that can be used by the National IPM Program to improve training

A-1-1
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on entomopathogens and parasitoids at its Field Training
Facilities, and 5) prepare materials on methodologies and results
of research and training, and make them available to the National
IPM Program.
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IPM TA for Non—Rice Crops
Detailed Budget Summary

ARSSP Amendment .
No. Description First Year econd Year | Third Year Total
FY 94 FY 95 FY 96 36 mos
1| Salaries
a. Senior Scientist 80,000 84,000 88,200 252,200
b. Short—term const.: 4—6—4 p/m 31,928 50,287 35,201 117,416
at $307/day, 26 days/mo
c. Indo Research Collaborators: 5,200 5,460 5,720 16,380
12 persns mos/yr at $50/day ,
2| Overhead, 80%x#1a+1b. 89,542 107,430 97,720 294,692
3| Post Differentials, 20%x#1a 16,000 16,800 17,640 50,440
4| Indirect Contract Cost
a. FICA and Medical, 6.2% x #1a 4,960 5,208 5,468 15,636
1.45% of #1a 1,160 1,218 1,279 3,657
b. DBA Insurance, 3.09% of #1a+1 3,459 4,149 3,813 11,421
5| Int. Travel/Per diem for #1a 10,000 10,500 11,000 31,500
6| In—country Trvl/Per diem #1a, 21,000 22,050 23,163 66,203
7| Int. Travel: Short—term Advisors
and dependents; 14 pers.x$3,500 17,500 14,700 18,375 50,575
8| In—country Trvi/Per diem for #1b 17,500 14,700 18,375 50,575
9| In—contry travel/per diem for 1c 10,500 14,700 11,550 36,750
10| In—country/Regional Travel
& Per diem: 20 daysx$1,000 6,000 7,350 7,700 21,050
11| Unaccomp.Bagg. — $5/lbx700 Ibs 3,500 0 3,850 7,350
12| Shipment & Storaga HHE 15,740 0 17,314 33,054
7200lbsx$1.70/b
13| Education Allowance, 2 children: 26,000 20,000 20,000 66,000
CLC- 2 child.x$2,000x 2 yrs 8,000 8,000 8,000 24,000
14| Emergency Trvl./R&R 6,400 2,600 2,600 11,600
2x$800/2 adult/2 childx$1300 A
15| Housing Rent, $2,000/mo 24,000 25,200 26,460 75,660
16| Utilities, $300/mo 3,600 3,780 3,969 11,349
17| Temporary Lodging Allowance 7,200 0 7,920 15,120
18 | Furnishing, Upholstery 26,500 12,000 12,650 51,150
19| Langurage Training (#1a adult) 1,000 1,000 1,000 3,000
20| Other Direct Costs )
a. Health & Life Insurance : 2,052 2,052 2,052 6,156
b. Physical Exam for 1a ($300x4) 1,200 1,200 1,200 3,600
c. Physical Exam for 1b 1,500 1,500 1,500 4,500
FAAS charges (administered by AID 1,000 1,000 1,000 3,000
21| Miscellaneous/Contingency 23,153 21,456 23,266 67,875
22| Fee on above, 7% of total 32,441 32,192 33,458 98,091
Total Estimated Contract Cost 498,035 490,532 511,433 1,500,000
Doc:ARSSPAMD:AHS/EPSO:5/18/92
A-1-3.
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Title: Long-Term Advisor to the Head of the Bureau for
Agriculture and Irrigation, BAPPENAS

Duration: September 1992 through August 1997

Counterpart: Head of the Bureau for Agriculture and Irrigation,
BAPPENAS

" Justification: The Bureau for Agriculture and Irrigation (BAI)
in the National Development Planning Agency ' (BAPPENAS) is charged
with overall strategic planning for the development of the
Indonesian agricultural sector. These plans are formalized in
the country's five-year plans (Repelitas) and 25-year long-range
development plans. Repelita VI is scheduled to begin in April
1993. Also, with the end of Repelita V comes the need to develop
the second 25-year long-range development plan. The Head of BAI
occupies an influential position in the policy arena because of
his position in BAPPENAS. He is constantly called upon to
recommend policy options for the agricultural sector in response
to the rapidly changing economic environment in Indonesia and
around the world. As one source of input into the planning
process and in formulating policy options, the Head of BAI has
requested that USAID provide him with a long-term agricultural
policy advisor to be stationed in BAPPENAS. This activity falls
directly under ARSSP Policy Objective 1.1, "Align agricultural
policy instruments so that farmers receive appropriate market
signals to capitalize on natural comparative advantage." Much of
the work that will be performed by this long-term advisor will be
directed at analyzing the effects of policies that promote
appropriate market signals.

Scope of Work: This advisor will develop recommendations for
agriculture's role in Indonesia's five-year and long-range
development plans, provide appropriate rationales for those
recommendations, and describe the impact. those recommendations
might have on the agricultural sector and the rest of the
economy. The advisor will review reports produced within
BAPPENAS and other agencies, provide analyses of the possible
impact on the agricultural sector of the recommendations
contained therein, and make recommendations on how BAI might
respond to those reports. The advisor will develop a monitoring
system that can be used to track the impacts on agriculture of
events that occur within Indonesia or in the rest of the world.
For example, this system could help track the effects on
Indonesian agriculture of a severe drought, a change in sugar
production policy, or a variety of trade deregulations that might
affect livestock and poultry production. To the extent possible,
this monitoring system would build upon the existing BAPPENAS
Agricultural Planning Model. The advisor will not totally
displace the need for short-term technical assistance, but he/she
will help the Head of BAI prioritize policy issues and coordinate
his/her efforts with the short-term advisors to optimize the
productivity of all advisors in addressing those issue by
minimizing conflicting policy advise and by preventing
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duplication of efforts. The advisor will train BAPPENAS staff,
and staff from other ministries when appropriate, in monitoring
system use, policy analysis, economic theory, data management and
other areas of interest to the Head of BAI and his staff.
Finally, the advisor will organize seminars and present findings
to GOI and USAID officials as requested by the Head of BAI.



Detailed Budget Summary
AGRICULTURAL POLICY ADVISOR — BAPPENAS
ARSSP Amendment *
No. Description First Year Second Year Third Year Fourth Year Fifth Year Total
FY 93 FY 94 FY 85 FY 96 FY 97 60 mos
1| Personal Compansation
a, Basic Pay {7% incr. subsuquent yr) 61,143 65,423 70,003 74,903 80,146 351,618
b. Post Differentials, 15%x#1a 9,172 9,814 10,500 11,235 12,022 52,743
2| Personal Benefit
a. FICA (Employer) 6.2% x 1st $53.400/ - 3,791 4,056 4,340 4,643 4,969 21,799
b. Medicare, 1.45% x 1st$125,000 1,020 1,091 1,167 1,249 1,336 5,863
¢. Educ. Allow. — 2 Children 34,000 14,000 34,700 15,435 16,207 114,342
3| Travel and Transportation
a. Int. Travel 2 adult/2 childr. 5,200 5,460 5,733 6,020 6,321 28,734
b. In—country Trvl ($250x12 trips) 3,000 3,150 3,308 3,473 3,647 16,578
¢. Subsistance/Per diem
$133x3daysx12 trips 4,768 5,027 5,279 5,543 5,820 26,457
d. Unaccompanied Baggage$2.5/lb) 1,750 1,838 1,929 2,026 2,127 9,670
e. HHE (7200 Ibsx$1.50/1b) 9,000 9,459 9,923 10,419 10,940 49,732
f. Storage 1,800 1,890 1,985 2,084 2,188 9,947
g. R&R to US 1 adult/1 child. c 3,938 0 4,341 0 8,279
h. Emergency Med. Trvl, 2 tripsx$800 1,600 1,680 1,764 1,852 1,945 8,841
4| Rent Utilities Furnitures
a. Residential Rent 25,000 26,250 27,563 28,941 30,388 138,142
b. Utilities 9,600 10,080 10,584 11,113 11,669 53,046
¢. Furnishing/Upholstry 20,000 5,000 20,250 5,513 5,788 56,551
d. Temporary Lodging 2,700 0] 2,970 (o] 3,105 8,775
5| Other Direct Costs
a. Health/Life Insurance — Max. 3,771 3,960 4,158 4,366 4,584 20,839
b. Physical Examination 300 315 331 347 365 1,658
c. Language Training, 100 hrsx$10 1,000 1,050 1,103 1,158 1,216 5,827
c. Contingencies 2,086 2,422 2,535 2,336 1,480 10,859
Total Estimated Contract Cost 200,721 175,894 220,125 196,997 206,263 1,000,000
Doc:ARSSPAMD:AHS/EPSO:5/2092
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TITLE: Trade Implementation and Policy Program (Follow-0On
Activity) :

DURATION: September 1994 through August 1997
COUNTERPART: The Ministry of Trade

JUSTIFICATION: The initial Trade and Implementation and Policy
Program (TIPP) is a two-year program designed to facilitate the
Ministry of Trade (MOT) in creating and enabling a pro-trade
business environment that will be conducive for stimulating
sustained increases in both domestic and foreign trade. The
Program activities include efforts for improving the MOT's
capabilities in advancing trade policy reforms as well as
developing institutional and human resource capacity to implement
trade deregulations on an effective and sustained basis over time.
Given the rapidly progressing GOI trade deregulation efforts and
the extensive capable human resource force necessary to effectively
implement and manage these efforts over time, we anticipate that
the current TIPP activities will be extended. This extension will
provide MOT with the time and additional technical assistance for
fully developing and establishing the necessary infrastructure
which will allow for sustainable Program objectives.

Similar to the initial TIPP Program, the follow-on progranm
addresses various issues which deal with the agricultural trade
sector. The follow-on program's sub-objectives, therefore, are
closely related to ARSSP Policy Objective Number 2, "Increase the
Efficiency and Competitiveness of Indonesian International
Agricultural Trade" and with Policy Framework Item 2, "Increase the
efficiency and competitiveness of Indonesian international trade."

SCOPE OF WORK: This activity will provide the MOT with the
necessary human and institutional infrastructure to promote the
development of a pro-trade environment. Specifically, the Program
is geared towards providing the MOT staff and key personnel with
the necessary skills, knowledge, abilities and resources to
formulate and implement policies which will effectively foster an
environment that will increase the productivity and thus the
competitiveness of producers and traders operating in Indonesia.
The Program content will include technical advice, training support
and information resources building to enhance the staff policy
formulation, reporting, research and monitoring activities, which
would be required to effectively manage a free market economy. The
Program will emphasize on-the-job training so that MOT staff will
be able to maintain program activities on a sustainable basis once
USAID funding has ceased.
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Detailed Budget Summary

TRADE IMPLEMENTATION POLICY PROGRAM (TIPP)

_ARSSP Amendment
No. Description First Year - Second Year | Third Year Total
FY 94 FY 95 FY 96 36 mos
1| Salaries
a. 3 Fuli-time Advisors 214,500 225,225 235,950 675,675
$71,500/yr x 3 advisors, 5% 2nd yr '
b. 1 Full-time Local Hire, 3 yrs 50,000 52,500 55,125 157,625
c. Short—-term TA, 26p/m, $308/day 72,072 75,676 70,470 218,218
d. Secretary, 3 years 10,000 10,500 11,000 31,500
2| Fringe Benefits, 25% of #1a 53,625 56,306 58,988 168,919
3| Overhead, 80%x#1a, 1t &1d 219,600 230,580 241,660 691,840
4| Post Differentials, 15%x#1a 32,175 33,784 35,393 101,352
5| Indirect Contract Cost :
a. FICA and Medical, 6.2% x #1a 13,299 13,964 14,629 41,892
1.45% of #1a 3,110 3,266 3,421 9,797
b. DBA Insurance, 3.09% of #1a+1 8,173 8,582 8,994 25,749
6| Travel: Long—term Advisors
and dependents; 12 pers.x$3,500 14,000 14,700 15,400 44,100
7| Per diem: Long—term advisors .
12 days x $175x3 pers. 2,100 2,205 2,315 6,620
8| In—country/Regional Travel
& Per diem: 30 daysx$1,000 10,000 10,500 11,000 31,500
9| Shipment & Storaga HHE 16,200 17,010 17.861 51,071
10| Education Allowance, 3x2 children: 60,000 12,000 12,000 84,000
Incl. Capital Levy Certificate (CLC)
11| Emergency Trvl./R&R 19,800 20,790 21,780 62,370
6x$800/12x$1500
12| Housing & Utilities, 3 advisors 103,800 108,990 114,368 327,158
3x$25000x3/3x36x$800 .
13| Furnishing, Upholstery 15,000 15,000 15,000 45,000
14| Langurage Training (100hrs) 3,000 3,150 3,300 9,450
100 hrsx$10x3 advisors
15| Miscellaneous/Contingency 26,295 25,650 26,400 78,345
16| Fee on above, 7% of total 6,682 64,381 66,756 137,819
Total Estimated Contract Cost 953,431 1,004,759 1,041,810 3,000,000
Doc:ARSSPAMD:AHS/EPSQ:5/18/92
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TITLE: Bank Indonesia Research and Development (Follow On
Activity)
DURATION: May 1994 through April 1997

COUNTERPART: Bank Indonesia - URES (Economics and Statistics
Department) :

JUSTIFICATION: As the GOI moves towards an increasingly
deregulated economic environment, comprehensive measures are
required for conducting sound monetary policies. The current BI
Research and Information Systems Development for Bank Indonesia
Program was designed to facilitate the GOI in increasing its
capabilities for determining the appropriate direction for monetary
policy formulation in a manner which would promote economic growth.
The Program is particularly geared towards providing BI,
specifically, the Economics and Statistics Department, with the
capacity to supply on a sustainable basis a comprehensive and
timely set of information and analysis on key macroeconomic
conditions, with an emphasis on issues related to financial
markets. Due to the comprehensive nature of the information and
analysis to be considered, and the extent to which the skills of
staff members have to be upgraded, we anticipate that the program
will be extended for approximately two more years. The extension
will provide the necessary opportunity for the current system to be
fully integrated in BI operations and contribute in the promotion
of sustainable objectives.

The BI follow-on activity will primarily be geared towards
establishing fully operational research and information systems
- within BI, specifically through responding to BI's information
processing needs both programmed as well as unprogrammed. The
capacity to plan and manage the direction of monetary policy is an
important factor for establishing economic stability , promoting
investments and thereby fostering an environment conducive for
economic growth. The follow-on activity, thereby corresponds with
ARSSP Policy Objective Number 4 :"Increase total investment in
Indonesia, particularly off-Java, through accelerated
implementation of financial deregulations to meet Repelita V
targets, Generate Income, Growth and Employment".

SCOPE OF WORK: This activity will provide BI with -the necessary
resources and expertise to develop and utilize information in a
manner which would enable accurate and prompt monetary policy
formulation. Specifically the activity will extend the ongoing
efforts of: 1) designing and implementing a centralized data-base
system for economic research and analysis, 2) improving information
flows and data integrity, 3) developing an adequate infrastructure
and capability for computer-based data handling and economic
analysis, and 4) enhancing the analytical capabilities of URES
staff by providing skill development programs and on-~the-job
training in economic research and policy analysis.
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Detailed Budget Summary

The Department of Research and Statistics

of Bank Indonesia — URES

ARSSP Amendment :
No. Description First Year SecondYear | Third Year Total
FY 94 FY 95 FY 96 36 mos
1| Salaries
a. Sen. Economist, $80,138/yrx 3yrs 80,138 84,114 88,320 252,572
b. Senior Computer Specialist
$80,138/yr x 24 mos 53,425 56,076 58,878 168,379
c. Short-term TA, 16 p/m, $308/day 40,040 42,042 52,583 134,665
d. Local Hire Info— Spec., $50,000// 50,000 52,500 55,125 157,625
2| Fringe Benefits, 25% of #1a 20,035 21,029 22,080 63,144
3! Overhead, 80%x#1a, 1b &1d 146,850 154,152 161,858 462,860
4| Post Differentials, 15%x#1a 12,021 12,617 13,248 37,886
5| Indirect Contract Cost
a. FICA and Medical, 6.2% x #1a 8,281 5,215 5,476 18,972
1.45% of #1a 1,162 1,220 1,281 3,663
b. DBA Insurance, 3.09% of #1a+1 6,909 7,253 7,877 22,039
6| Travel: Senior Economist
and dependents; 6 pers.x$3,500 7,000 7,350 7,700 22,050
Computer Specislist,6x$3500 7,000 7,350 7,700 22,050
Short—term, 16x$3500 17,500 18,375 23,100 58,975
7| Per diem: Senior Economist
$175 x 45 days 2,625 2,756 2,888 8,269
Computer Specialist, 45x8x$175 21,000 22,050 23,100 66,150
Short—terms, 30x16x$175 26,250 27,563 34,650 88,463
8| In—country/Regional Travel .
& Per diem: 6x$1000; 8x$500 7,500 7,875 6,600 21,975
9| Shipment & Storaga HHE 12,400 0 13,640 26,040
10| Education Allowance, 2x2 children: 34,000 20,000 20,000 74,000
Incl. Capital Levy Certificate (CLC)
11| Emergency Trvl./R&R 6,900 7,245 7,590 21,735
5x$800/4x$1500
12| Housing & Utilities: Sen. Economist 39,600 41,580 43,560 124,740
$2500 + $800/mo x 36 mos
13| Furnishing, Upholstery 26,500 6,500 6,825 39,825
14| Langurage Training (100hrs) 2,200 2,200 2,200 6,600
100 hrsx$10x4 advisors
15| Miscellaneous/Contingency 19,312 20,662 19,840 59,814
16 | Fee on above, 7% of total 45,538 43,941 48,030 137,509
Total Estimated Contract Cost 694,186 671,665 734,149 2,100,000
Doc:ARSSPAMD:AHS/EPSO:5/18/92
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TITLE: Fiscal and Monetary Policy Advisor (Long-Term Advisor)
DURATION: September 1992 through August 1997

COUNTERPART: Head of Monetary and Fiscal Policy Office (Ministry
of Finance)

JUSTIFICATION: The Indonesian economy has undergone rapid and
extreme transformations in the last decade. During this period,
the GOI has initiated a series of deregulatory measures to foster
the development of a free and internationally competitive market.
The results of the deregulatory measures, however, have not all
been successful in meeting the targeted objectives. Some of the
policy reforms instituted were not able to achieve the ultimate
objectives of promoting Indonesia's economic growth, generating
employment and creating free markets. .

Reqgulatory measures related to monetary and fiscal policies are
extremely instrumental for promoting economic growth and have the
capability to influence the country's economic stability. The
formulation of monetary and fiscal policies, however, is a complex
- process which would entail extensive coordination with key GOI
officials and the analysis of a wide range information. Minister
of Finance Sumarlin, who is also the Chairman of the Monetary
Board, is the key decision maker for all monetary policies. Given
the rapidly changing Indonesian economy, and the depth and
expertise required to manage and direct the changes, the office of
the Finance Minister has requested that USAID provide a long-term
Monetary and Fiscal Policy Advisor to assist the Minister of
Finance in implementing and formulating appropriate monetary and
fiscal policies. This condition is necessary to enhance Indonesia's
economic growth, generate employment and establish free markets.

The provision of the long-term Monetary and Fiscal Policy Advisor
supports ARSSP's 'Policy Objective Number 4:'Increase total

investment in Indonesia, particularly off-Java, through accelerated _

implementation of financial derequlations to meet Repelita V
targets, generate income growth and employment'. It also addresses
issues related to Policy Framework Item 3:'Work to reform and
implement existing macroeconomic policy.'

SCOPE OF WORK: Effective formulation and implementation of
Monetary and Fiscal Pclicies require extensive insight into the
situation that can only be gained through the analysis of a wide
range of information, coordination and cooperative efforts with key
GOI officials. To provide optimal services to the Minister of
Finance, it is necessary that the Advisor have access to all the
relevant information, some of which may be classified. As such,
the Advisor will be classified as a confidential advisor.

The Advisor will be located in the MOF, and although attached to
the Minister's Office, the Advisor will be working through the Head
of Monetary and Fiscal Policy Office at the MOF. The Advisor will
work with the Board members of the Monetary Board, which is Chaired
by Sumarlin. Concurrently, the Advisor will also provide advice to
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the confidential staff of the Monetary Board Secretariat. The
Advisor will advise in the formulation and implementation of
effective monetary and fiscal policies that can be instrumental in
stimulating lower interest rates, lower inflation and stable
exchange rates. The advisor would work and coordinate with key MOF
staff with regards to conducting the necessary activities for
effective policy formulation and implementation.
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Detailed Budget Summary

FISCAL and MONETARY POLICY ADVISOR — MOF

ARSSP Amendment *
No. Description First Year Second Year T.ird Year Fourth Year Fifth Year Total
FY 93 FY 94 FY 35 FY 96 FY 97 60 mos
1| Personal Compansation
a. Basic Pay (7% incr. subsequent yr) 61,143 65,423 70,003 74,903 80,146 351,618
b. Post Liffurentials, 15%x#1a 9,172 9,814 10,500 11,235 12,022 52,743
2| Persona; Benefit
a. FICA (Employer) .6.2% x 1st $53.400 3,791 4,056 4,340 4,643 4,969 21,799
b. Medicare, 1.45% x 1st$125,000 1,020 1,091 1,167 1,249 1,336 5,863
c. Educ. Allow. — 2 Children 34,000 14,000 34,700 15,435 16,207 114,342
3! Travel and Transportation
a. Int. Travel 2 adult/2 childr. 5,200 5,460 5,733 6,020 6,321 28,734
b. In—country Trvl ($250x12 trips) 3,000 3,150 3,308 3,473 3,647 16,578
¢. Subsistance/Per diem
$75x3deysx12 trips 2,700 2,835 2,977 3,126 3,282 14,920
d. Unaccompanied Baggage$2.5/Ib) 1,750 1,838 1,929 2,026 2,127 9,670
e. HHE (7200 |bsx$1.50/Ib) 9,000 9,450 9,923 10,419 10,940 49,732
f. Storage 1,800 1,890 1,985 2,084 2,188 9,947
g. R&R to US 1 adult/1 child. 3,750 3,938 4,134 4,341 4,558 20,721
h. Emergency Med. Trvi, 2 tripsx$800 1,600 1,660 1,764 1,852 1,945 8,841
4| Rent Utilities Furnitures
a. Residential Rent 25,000 26,250 27,563 28,941 30,388 138,142
b. Utilities 9,600 10,080 10,584 11,113 11,669 53,046
¢. Furnishing/Upholstry 20,000 5,000 20,250 5,513 5,788 56,551
d. Temporary Lodging 2,700 0 2,970 0 3,105 8,775
5| Other Direct Costs
a, Health/Life Insurance — Max. 3,771 3,960 4,158 4,366 4,584 20,839
b. Physical Examination 300 315 331 347 365 1,658
c. Contingencies 2,086 4,025 3,654 3,336 2,480 15,481
Total Estimated Contract Cost 201,383 174,255 221,873 194,422 208,067 1,000,000
Doc:ARSSPAMD:AHS/EPSO:5/2092
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Title: Audit, Collection, and Electronic Data
Processing/Information Systems Initiatives in the Tax Department,
Ministry of Finance

Duration: July 1933 through June 1995
Counterparts: Tax Department in the Ministry of Finance

Justification: The Indonesian Tax Project became operational in
July 1986 as an AID PASA Project with the U.S. Internal Revenue
Service (IRS) and has been ongoing since then. Its focus has
been and continues to be one of assistance to the Indonesian Tax
Department in the areas of audit, tax collection, and electronic
data processing/information systems.

- The IRS has been successful in achieving its objectives by 1)
providing management training courses to top and middle level
managers in the Tax Department, 2) developing and implementing an
audit criteria selection system in the Tax Department, 3) :
conducting computer training courses, adding to the overall
efficiency of district office operations, 4) assisting in a
reorganization that was successful in consolidating program areas
and creating the Audit Directorate function, and 5) carrying out
an intensive formal and informal education campaign which was
instrumental ir developing and communicating the IRS views of a
fair and equitable tax administration system.

On July 1, 1990, the PASA agreement between the IRS and USAID
ended and a bilateral agreement between the IRS and the GOI
became effective. The GOI entered into this agreement using
ARSSP budget support funds which were allocated for support of
the Ministry of Finance budget. This bilateral agreement will be
effective through June 30, 1993. Under this Amendment, the IRS
activity in the Ministry of Finance will be extended for an
additional year.

This activity supports ARSSP Policy Objective 3, "Mobilize public
resources and effectively apply them at regional and local
levels." It is also directly tied to technical assistance under
this Amendment through ARSSP Policy Framework Item 4, "Mobilize
public resources through improved implementation of VAT, income
and withholding tax laws."

Scope of Work: The objectives of the this activity are to work
with the Audit and VAT Directorates to enhance existing policies
and procedures to more effectively and efficiently perform their
missions. Planned visitations to district and regional offices
for operational reviews form the basis for proposed
recommendations. The IRS team will work together with Tax
Department counterparts in the following program areas: 1)
implement and refine the transfer pricing initiatives and audit
programs; 2) develop an identification and audit program for
larger corporate taxpayers; 3) develop industry/business audit
criteria and pilot testing of a complian. e study based on
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specific audit criteria derived from analysis of return
characteristics; 4) complete field work follow-up actions related
to corporate and individual TCMP studies; 5) cooperate with PDIP,
P3 on computerization initiatives, data integration efforts and
EDP reorganization within UPP offices; 6) develop and implement
collection initiatives to increase revenues produced from
delinquent accounts; 7) develop and implement a VAT TCMP study;
8) coordinate with Audit, PDIP and P3 Directorates to consolidate
third party data matching efforts; 9) coordinate and implement a
review process of public accountants' participation and
involvement in VAT audits; 10) prepare justifications and
appropriate documentation to identify the needs and potential
benefits of district office automation; 11) research and
coordinate with various international organizations to secure
funding for the purchase of computers; 12) coordinate the
evaluation of common data elements between various databases,
systems and offices; 13) investigate various system architectures
for potential data integration via common hardware platforms
and/or a shared database design; 14) assist in the implementation
of the appropriate system architecture to allow common access and
sharing of Tax Department data; 15) outline the duties and
responsibilities of both the regional and district staff to
provide customer support in local programming,
hardware/communications problem resolution, and regional guidance
and oversight to district EDP operations; 16) design training
plans for regional/district EDP organization; 17) coordinate with
PDIP on the development of local office automation initiatives to
support customer functions; and 18) support the Tax Department in
incorporating imaging technology as one potential solution to
paper intensive operations.



x

Estimated Budget Summary for one year
IRS Team in Indonesia — MOF °
ARSSP Amendment
' Description Total
12 months
1 Salary 280,000
2 Travel USA—Indonesia— USA 30,000
3 Short—term Advisors ' 30,000
4 Transportation & Per Diem:
A. R & R, Home Leave, Consultation 20,000
B. Local Transportation 40,000
C. In—country Travel & Per Diem 7,500
5 Language Training, Translation _ 10,000
6 Education Expenses For Children 35,000
7 Administrative & Secretarial 7,000
8 Overhead (30% of #1—6) . 137,850
9 Other Costs: '
A. Computer Equipment 0
B. Training, Representation, Misc. 5,000
C. Housing 240,000
Total Estimated Contract Cost: 842,350
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Title: Indonesia Integrated Pest Management Project
Duration: July 1993 through August 1997
Counterparts: BAPPENAS and the World Bank

Justification: Clear evidence exists that many pest problems in
rice, as well as in other crops, are exacerbated by the use of
pesticides. Pesticide abuse in the 1970s and 1980s destroyed
populations of natural predators and induced resurgence amongst
what soon came to be the main rice pests. 1In the face of this
threat, the GOI has established an extensive National Program for
Integrated Pest Management (IPM) in rice. The key focus of the
program is to provide farmers with cost effective,
environmentally sound IPM methods that employ control measures
that do not adversely impact natural enemies of the insect pests.
Evaluations show that farmers involved in the Program use
significantly less pesticide, attain equal or better yields and
earn higher incomes from their crops. Moreover, a significant
proportion of the farmers who have completed training have
mobilized local resources and organized Farmer Field Schools for
their neighbor farmers, demonstrating the sustainability of IPM.

The current IPM project will come to an end in June 1993. The
World Bank is negotiating with the GOI for a follow-on project
valued at $51.7 Million. The GOI has .requested that USAID
continue its support of IPM in Indonesia by participating in the
project with $7 million in the form of a grant to the World Bank,
which the World Bank would administer. This approach allows
USAID to support the project without substantially changing our
administrative burden or relationship with the National IPM
Program. The GOI will also demonstrate its commitment to IPM by
contributing $12.5 million to the follow-on project (sece budget
attached).

Scope of Work: The immediate and central objective of the
project is to train some 890,000 lowland farmers, both male and
female, in the major rice bowls of Indonesia in the application
of IPM, using the systems developed under the first phase of the
National IPM Program. The second objective of the project will
be to support the development, testing and eventual large-scale
application of IPM methods on crops other than rice, especially
the range of palawija crops grown in association with lowland
rice, but also possibly other crops on which pesticides are
currently over-used. Our Palawija IPM research activity would
complement this IPM project. A third objective is to increase
the skills and organizational capacity of trained farmers through
follow-up group activities. These activities will include
participatory action research to develop improved techniques for
soil fertility and nutrient cycling; water and rodent management ;
rice-fish culture; and village theater presentations that
increase support of the IPM concept. A fourth objective is to
develop modified in-service training courses for extension staff
(Pest and Disease Observers and Extension Workers) based on the
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experiential learning methods introduced by the IPM Program.
These courses could, if successful, set precedents for the design
of future agricultural extension programs in Indonesia. Finally,
the project will support the GOI's commitments to policy,
legislative and institutional reforms aimed at 'reducing risks
associated with pesticide manufacture, distribution and
applicaticn. .



Financing Plan (US$000)
IPM Rice .
ARSSP Amendment No.4 g
No.] Description World Bank| USAID [ GOl [ TOTAL
1. |Equipment and Materials
Equipment (non—vehicle) 869.7 0.0 0.0 869.7
Venhicles 0.0 221.9 0.0 221.9
Materials 6,401.9 0.0 0.0 6,401.9
Sub Total 7,493.5
2. |Consulting Services:
Foreign 3,078.2 0.0 0.0 3,078.2
Local 0.0 1,808.9 0.0 1,808.9
Support 243.3 1,485.5 0.0 1,728.8
Sub Total 6,615.9
3. | Training (excl. mat. and equip.)
PHP Training 3,305.0 0.0 0.0 3,305.0
Farmer Training 9,197.9 0.0 8,508.2 17,706.1
Inservice Training for PHP 0.0 237.4 282.1 519.5
For Local Officials 108.8 0.0 51.6 160.4
University Training for FLs 575.2 160.9 0.0 736.1
Sub Total 22,427 1
4. |Research (excl. mat. and equip.) 2,067.1 2,933.6 0.0 5,000.7
5. | Support for APPs 873.5 0.0 0.0 873.5
6. | Awareness Promotion 0.0 177.3 0.0 177.3
7. |Admin. costs (Project) 4,141.3 0.0 0.0 4,141.3
8. | Program Development 1,347.6 0.0 2,072.9 3,420.5
9. | Taxes and Duties 0.0 0.0 1,592.5 1,5692.5
TOTAL 32,209.5 7.025.5| 12,507.3 51,742.3
Percent of total 62% 14% 24%
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ANNEX B

ASIA Bureau Cable Delegating Approval Authority to the Field
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ANNEX C

Statutory Checklist



5C(2) - ASSISTANCE CHECKLIST

Listed below are statutory criteria applicable to the assistance
resources themselves, rather than to the eligibility of a country to receive
assistance. This section is divided into three parts. Part A includes criteria
applicable to both Development Assistance and Economic Support Fund resources.
Part B includes criteria applicable only to Development Assistance resources.
Part C includes criteria applicable only to Economic Support Funds.

CROSS REFERENCE: IS COUNTRY CHECKLIST UP TO
DATE?

A. CRITERIA APPLICABLE TO BOTH DEVELOPMENT .
ASSISTANCE AND ECONOMIC SUPPORT FUNDS

1. Host Country Development Efforts (FAA
Sec. 601(a)): Information and conclusions on
whether assistance will encourage efforts of
the country to: (a) increase the flow of
international trade; (b) foster private
initiative and competition; (c) encourage

development and use of cooperatives, credit -

unions, and savings and loan associations;
(d) discourage monopolistic practices; (e)
improve technical efficiency of industry,
agriculture, and commerce; and (f)
strengthen free labor unions.

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

3. Congressional Notification

a. General requirement (FY 1991
Appropriations Act Secs. 523 and 591; FAA
Sec. 634A): If money is to be obligated for
an activity not previously justified to

~ Congress, or for an amount in excess of
amount previously justified to Congress, has
Congress been properly notified (unless the
notification requirement has been waived
because of substantial risk to human health
welfare)?

YES

ARSSP is designed to encourage
the growth of trade and the
private sector through support
to the GOI’s efforts to
deregulate the economy and
remove constraints to business
and trade growth.

Assistance under ARSSP will
directly support removal of
barriers to increase trade and
investment by U.S. companies
and the program will make
extensive use of technical
assistance services provided
by U.S. businesses and
individuals.

A CN was submitted to Congress -
on September 15, 1992.



b. Notice of new account obligation (FY 1991
_Appropriations Act Sec. 514): If funds are
being obligated under an appropriation
account to which they were not appropriated,
has the President consulted with and
provided a written justification to the
House and Senate Appropriations Committees
and has such obligation been subject to
regular notification procedures?

c. Cash transfers and nonproject sector
assistance (FY 1991 Appropriations Act Sec.
575(b)(3)): If funds are to be made '
available in the form of cash transfer or
nonproject sector assistance, has the
Congressional notice included a detailed
description of how the funds will be used,
with a discussion of U.S. interests to be
served and a description of any economic
policy reforms to be promoted?

4. Engineering and Financial Plans (FAA Sec.
611(a)): Prior to an obligation in excess of
$500,000, will there be: (a) engineering,
financial or other plans necessary to carry
out the assistance; and (b) a reasonably
firm estimate of the cost to the U.S. of the
assistance?

5. Legistative Action (FAA Sec. 611(a)(2)):
If legislative action is required within
recipient country with respect to an
obligation in excess of $500,000, what is
the basis for a reasonable expectation that
such action will be completed in time to
permit orderly accomplishment of the purpose
of the assistance?

6. Water Resources (FAA Sec. 611(b); FY 1991
Appropriations Act Sec. 501): If project is
for water or water-related land resource
construction, have benefits and costs been
computed to the extent practicable in
accordance with the principles, standards,
and procedures established pursuant to the
Water Resources Planning Act (42 U.S.C.
1962, et seq.)? (See A.I.D. Handbook 3 for
guidelines.)

7. Cash Transfer and Sector Assistance (FY
1991 Appropriations Act Sec. 575(b)): W111
cash transfer or nonproject sector

N/A

No cash transfer or other non-
project sector assistance is
being provided under ARSSP
PAAD Amendment No. 4.

Yes.

No Tegislative action is

required.

N/A

N/A
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assistance be maintained in a separate
account and not commingled with other funds
(unless such requirements are waived by
Congressional notice, for nonproject sector
assistance)?

8. Capital Assistance (FAA Sec. 611(e)): If N/A
project is capital assistance (e.q.,

construction), and total U.S. assistance for

it will exceed $1 million, has Mission

Director certified and Regional Assistant
Administrator taken into consideration the

country’s capability to maintain and utilize

the project effectively?

9. Multiple Country Objectives (FAA Sec. See item A.1 above.
601(a)): Information and conclusions on
whether projects will encourage efforts of
the country to: (a) increase the flow of
international trade; (b) foster private
initiative and competition; (c) encourage
development and use of cooperatives, credit
unions, and savings and loan associations;
(d) discourage monopolistic practices; (e)
improve technical efficiency of industry,
agriculture and commerce; and (f) strengthen
free labor unions.

10. U.S. Private Trade (FAA Sec. 601/b)): See item A.2 above.
Information and conclusions on how project

will encourage U.S. private trade and

investment abroad and encourage private U.S.

participation in foreign assistance programs

(including use of private trade channels and

the services of U.S. private enterprise)

11. Local Currencies

a. Recipient Contributions (FAA Secs. The GOI will contribute $35.7
612(b), 636(h)): Describe steps taken to million or 26.3% of the total
assure that, to the maximum extent possible, cost of the program.

the country is contributing local currencies
to meet the cost of contractual and other
services, and foreign currencies owned by
the U.S. are utilized in lieu of dollars.

b. U.S.-Owned Currency (FAA Sec. 612(d)): The U.S. does not own excess

Does the U.S. own excess foreign currency of Indonesian Rupiah.
the country and, if so, what arrangements

have been made for its release?

c. Separate Account (FY 1991 Appropriations N/A

3



Act Sec. 575). If assistance is furnished
to a foreign government under arrangements
which result in the generation of local
currencies:

N/A
(1) Has A.1.D. (a) required that local
currencies be deposited in a separate
account established by the recipient
government, (b) entered into an agreement
with that government providing the amount of
local currencies to be generated and the
terms and conditions under which the
currencies so deposited may be utilized, and
(c) established by agreement the
responsibilities of A.I.D. and that
government to monitor and account. for
deposits into and disbursements from the
separate account? .

(2) Will such Tocal currencies, or an N/A
equivalent amount of local currencies, be

used only to carry out the purposes of the

DA or ESF chapters of the FAA (depending on

which chapter is the source of the

assistance) or for the administrative

requirements of the United States

Government?

(3) Has A.I.D. taken all appropriate steps N/A
to ensure that the equivalent of local

currencies disbursed from the separate

account are used for the agreed purposes?

(4) If assistance is terminated to a N/A
country, will any unencumbered balances of

funds remaining in a separate account be

disposed of for purposes agreed to by the

recipient government and the United States
Government?

12. Trade Restrictions

a. Surplus Commodities (FY 1991 No assistance will be provided
Appropriations Act Sec. 521(a)): If for commodity production.
assistance is for the production of any

commodity for export, is the commodity

likely to be in surplus on world markets at

the time the resulting productive capacity

becomes operative, and is such assistance

likely to cause substantial injury to U.S.

producers of the same, similar or competing

commodity? ~

S
AN



b. Textiles (Lautenberg Amendment) (FY 1991
Appropriations Act Sec. 521(c)): Will the
assistance (except for programs in Caribbean
Basin Initiative countries under U.S. Tariff
Schedule "Section 807," which allows reduced
tariffs on articles assembled abroad from
U.S.-made components) be used directly to
procure feasibility studies, prefeasibility
studies, or project profiles of potential
investment in, or to assist the
establishment of facilities specifically
designed for, the manufacture for export to
the United States or to third country
markets in direct competition with U.S.
exports, of textiles, apparel, footwear,
handbags, flat goods (such as wallets or
coin purses worn on the person), work gloves
or leather wearing apparel?

13. Tropical Forests (FY 1991 Appropriations
Act Sec. 533(c)(3)): Will funds be used for
any program, project or activity which would
(a) result in any significant loss of
tropical forests, or (b) involve industrial
timber extraction in primary tropical forest
areas?

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

15. PVO Assistance

a. Auditing and registration (FY 1991 -
Appropriations Act Sec. 537): If assistance
is being made available to a PVO, has that
organization provided upon timely request
any document, file, or record necessary to
the auditing requirements of A.I.D., and is
the PVO registered with A.1.D.?

b. Funding sources (FY 1991 Appropriations
Act, Title II, under heading "Private and
Voluntary Organizations"): If assistance is
to be made to a United States PVO (other
than a cooperative development
organization), does it obtain at least 20
percent of its total annual funding for

5

No.

No.

N/A

-There are no plans to provide

any assistance to PVOs under
the Program

See item 15.a above.
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international activities from sources other
than the United States Government?

16. Project Agreement Documentation (State
Authorization Sec. 139 (as interpreted by
conference report)): Has confirmation of the
date of signing of the project agreement,
including the amount involved, heen cabled
to State L/T and A.I.D. LEG within 60 days
of the agreement’s entry into force with
respect to the United States, and has the
full text of the agreement been pouched to
those same offices? (See Handbook 3,
Appendix 6G for agreements covered by this
provision).

17. Metric System (Omnibus Trade and
Competitiveness Act of 1988 Sec. 5164, as
interpreted by conference report, amending
Metric Conversion Act of 1975 Sec. 2, and as
implemented through A.I1.D. policy): Does
the assistance activity use the metric
system of measurement in its procurements,
grants, and other

other business-related activities, except to
the extent that such use is impractical or
is likely to cause significant
inefficiencies or loss of markets to United
States firms? Are bulk purchases usually to
be made in metric, and are components,
subassemblies, and semi-fabricated materials
to be specified in metric units when
economically available and technically
adequate? Will A.1.D. specifications use
metric units of measure from the earliest
programmatic stages, and from the earliest
documentation of the assistance processes
(for example, project papers) involving
quantifiable measurements (length, area,

volume, capacity, mass and weight), through

the implementation stage?

18. Women in Development (FY 1991
Appropriations Act, Title II, under heading
"Women in Development"): Will assistance be
designed so that the percentage of women
participants will be demonstrably increased?

19. Regional and Multilateral Assistance
(FAA Sec. 209): Is assistance more

This requirement does not

apply to this agreement
amendment.

Yes.

The program addresses economic
policies at the macroeconomic
level and, as such, is not
directly addressed to women.
Some TA and training under the
program may directly benefit
women participants.

The program fecuses
exclusively on Indonesian



efficiently and effectively provided through
regional or multilateral organizations? If
so, why is assistance not so provided?
Information and conclusions on whether
assistance will encourage developing
countries to cooperate in regional
development programs.

20. Abortions (FY 1991 Appropriations Act,
Title II, under heading "Population, DA,"
and Sec. 525):

a. Will assistance be made available to any
organization or program which, as determined
by the President, supports or participates
in the management of a program of coercive
abortion or involuntary sterilization?

b. Will any funds be used to lobby for
abortion?

21. Cooperatives (FAA Sec. 111): Will
assistance help. develop cooperatives,
especially by technical assistance, to
assist rural and urban poor to help
themselves toward a better 1ife?

22. U.S.-Owned Foreign Currencies

a. Use of currencies (FAA Secs. 612(b),
636(h); FY 1991 Appropriations Act Secs.
507, 509): Describe steps taken to assure
that, to the maximum extent possible,
foreign currencies owned by the u.s. are
utilized in Tieu of dollars to meet the cost
of contractual and other services.

b. Release of currencies (FAA Sec. 612(d)):
Does the U.S. own excess foreign currency of
the country and, if so, what arrangements
have been made for its release?

23. Procurement

a. Small business (FAA Sec. 602(a)): Are
there arrangements to permit U.S. small
business to participate equitably in the
furnishing of commudities and services
financed?

b. U.S. procurement (FAA Sec. 604(a)): Will
all procurement be from the U.S. except as

7

economic development policies
and cannot be carried out as a
regional activity.

No.

No.

Changes in macroeconomic
policies supported by the
program will result in
benefits to urban and rural
poor.

See item 11.a above.

No.

Yes.

Yes,



otherwise determined by the President or
determined under delegation from him?

c. Marine insurance (FAA Sec. 604(d)): If
the cooperating country discriminates
against marine insurance companies
authorized to do business in the U.S., will
commodities be insured in the United States
against marine risk with such a company?

d. Non-U.S. agricultural procurement (FAA
Sec. 604(e)): If non-U.S. procurement of
agricultural commodity or product thereof is
to be financed, is there provision against
such procurement when the domestic price of
such commodity is less than parity? '
(Exception where commodity financed could
not reasonably be procured in U.S.)

e. Construction or engineering services
(FAA Sec. 604(g)): Will construction or
engineering services be procured from firms
of advanced develcping countries which are
otherwise eligible under Code 941 and which
have attainad a competitive capability in
international markets in one of these areas?
(Exception for those countries which receive
direct economic assistance under the FAA and
permit United States firms to compete for
construction or engineering services
financed from assistance programs of these
countries.)

f. Cargo preference shipping (FAA
Sec.603)): Is the shipping excluded from
compliance with the requirement in section
901(b) of the Merchant Marine Act of 1936,
as amended, that at least 50 percent of the
gross tonnage of commodities (computed
separately for dry bulk carriers, dry cargo
liners, and tankers) financed shall be
transported on privately owned U.S. flag
commercial vessels to the extent such
vessels are available at fair and reasonable
rates?

g. Technical assistance(FAA Sec. 621(a)):
If technical assistance is financed, will
such assistance be furnished by private
enterprise on a contract basis to the
fullest extent practicable? Will the
facilities and resources of other Federal

8

Yes.

No non-U.S. procurement of
agricultural commodities or
products thereof will be
financed.

Yes.

No.

Yes.

¢\



agencies be utilized, when they are
particularly suitable, not competitive with
private enterprise, and made available
without undue interference with domestic
programs?

h. U.S. air carriers (International Air
Transportation Fair Competitive Practices
Act, 1974): If air transportation of
persons or property is financed on grant
basis, will U.S. carriers be used to the
extent such service is available?

i. Termination for convenience of U.S.
Government (FY 1991 Appropriations Act Sec.
504): If the U.S. Government is a party to a
contract for procurement, does the contract
contain a provision authorizing termination
of such contract for the convenience of the
United States?

J. Consulting Services (FY 1991
Appropriations Act Sec. 524): assistance is
for consulting service through procurement
contract pursuant to 5 u.s.c. 3109, are
contract expenditures a matter of public
record and available for public inspection
(unless otherwise provided by law or
Executive order)?

k. Metric conversion (Omnibus Trade and
Competitiveness Act of 1988, as interpreted
by conference report, amending Metric
Conversion Act of 1975 Sec. 2, and as
implemented through A.I1.D. policy): Does the
assistance program use the metric system of
measurement in its procurements, grants, and
other business-related activities, except to
the extent that such use is impractical or
is likely to cause significant
inefficiencies or loss of markets to United
States firms? Are bulk purchases usually to
be made in metric, and are components,
subassemblies, and semi-fabricated materials
to be specified in metric units when
economically available and technically
adequate? Will A.I.D. specifications use
metric units of measure from the earliest
programmatic stages, and from the earliest
documentation of the assistance processes.
(for example, project papers) involving
quantifiable measurements (length, area,

9

Yes.

Yes.

Yes.

Yes.

/QDU
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volume, capacity, mass and weight), through
the implementation stage?

1. Competitive Selection Procedur~s (FAA
Sec. 601(e)): Will the assistance utilize
competitive selection procedures for the
awarding of contracts, except where
applicable procurement rules allow
otherwise?

24. Construction

a. Capital project (FAA Sec. 601(d)): If
capital (e.q., construction) project, will
U.S. engineering and professional services
be used?

b. Construction contract (FAA Sec. 611(c)):
If contracts for construction are to be
financed, will they be let on a competitive
basis to maximum extent practicable?

c. Large projects, Congressional approval
(FAA Sec. 620(k)): If for construction of
productive enterprise, will aggregate value
of assistance to be furnished by the U.S.
not exceed $100 million (except for
productive enterprises in Egypt that were
described in the Congressional
Presentation), or does assistance have the
express approval of Congress?

25. U.S. Audit Rights (FAA Sec.301(d)): If
fund is established solely by U.S.
contributions and administered by an

international organization, does Comptroller

General have audit rights?

26. Communist Assistance (FAA Sec. 620(h).
Do arrangements exist to insure that United
States foreign aid is,not used in a manner
which, contrary to the best interests of the
United States, promotes or assists the
foreign aid projects or activities of the
Communist-bloc countries?

27. Narcotics

a. Cash reimbursements (FAA Sec. 483): Will
arrangements preclude use of financing to
make reimbursements, in the form of cash
payments, to persons whose il1licit drug

10

Yes.

N/A

N/A

N/A

N/A

Yes.

Yes.



crops are eradicated?

b. Assistance to narcotics traffickers (FAA .

Sec. 487): Will arrangements take "all
reasonable steps" to preclude use of
financing to or through individuals or
entities which we know or have reason to
believe have either: (1) been convicted of a
violation of any law or regulation of the
United States or a foreign country relating
to narcotics (or other controlled
substances); or (2) been an illicit
trafficker in, or otherwise involved in the
illicit trafficking of, any such controlled
substance?

28. Expropriation and Land Reform (FAA Sec.
620(g)): Will assistance preclude use of
financing to compensate owners for
expropriated or nationalized property,
except to compensate foreign nationals in
accordance with a land reform program
certified by the President?

29. Police and Prisons (FAA Sec.660): Will
assistance preclude use of financing to
provide training, advice, or any financial
support for police, prisons, or other law
enforcement forces, except for narcotics
programs?

30. CIA Activities (FAA Sec. 662): Will
assistance preclude use of financing for CIA
activities?

31. Motor Vehicles (FAA Sec. 636(i)): Will
assistance preclude use of financing for
purchase, sale, long-term lease, exchange or
guaranty of the sale of motor vehicles
manufactured outside U.S., unless a waiver
is obtained?.

32. Military Personnel (FY 1991
Appropriations Act Sec. 503): Will
assistance preclude use of financing to pay
pensions, annuities, retirement pay, or
adjusted service compensation for prior or
current military personnel?

33. Payment of U.N. Assessments (FY 1991
Appropriations Act Sec. 505): Will
assistance preclude use of financing to pay

11

Yes.

Yes.

Yes.

Yes.

Yes.

Yes.

Yes.



U.N. assessments, arrearage or dues?

34. Multilateral Organization Lending (FY
1991 Appropriations Act Sec. 506): Will
assistance preclude use of financing to pay
U.N. assessments, arrearage or dues?

35. Export of Nuclear Resources (FY 1991
Appropriations Act Sec. 510): Will
assistance preclude use of financing to
finance the export of nuclear equipment,
fuel, or technology?

36. Repression of Population (FY 1991
Appropriations Act Sec. 511): Will
assistance preclude use of financing for the
purpose of aiding the efforts of the
government of such country to repress the
legitimate rights of the population of such
country contrary to the Universal
Declaration of Human Rights?

37. Publicity or Propaganda (FY 1991
Appropriations Act Sec. 516): Will
assistance be used for publicity or
propaganda purposes designed to support or
defeat legislation pending before Congress,
to influence in any way the outcome of a
political election in the United States, or
for any publicity or propaganda purposes not
authorized by Congress?

38. Marine Insurance (FY 1991 Appropriations
Act Sec. 563): Will any A.I.D. contract and
solicitation, and subcontract entered into
under such contract, include a clause
requiring that u.s. marine insurance
companies have a fair opportunity to bid for
marine insurance when such insurance is
necessary or appropriate?

39. Exchange for Prohibited Act (FY 1991
Appropriations Act Sec. 569): Will any
assistance be provided to any foreign
government (including any instrumentality or
agency thereof), foreign person, or United
States person in exchange for that foreign
government or person undertaking any action
which is, if carried out by the United
States Government, a United States official
or employee, expressly prohibited by a
provision of United States law?

12

Yes.

Yes.

Yes.

No.

Yes.

No.

.



B. CRITERIA APPLICABLE TO DEVELOPMENT

ASSISTANCE ONLY

1. Agricultural Exports (Bumpers Amendment)
(FY 1991 Anpropriations Act Sec. 521(b), as
interpreted by coaference report for
original enactment): If assistance is for
agricultural development activities
specifically, any testing or breeding
feasibility study, variety improvement or
introduction, consultancy, publication,
conference, or training), are such
activities: (1) specifically and principally
designed to increase agricultural exports by
the host country to a country other than the
United States, where the export would lead
to direct competition in that third country
with exports of a similar commodity grown or
produced in the Uaited States, and can the
activities reasonably be expected to cause
substantial injury to U.S. exporters of a
similar agricultural commodity; or (2) in
support of research that is intended
primarily to benefit U.S. producers?

2. Tied Aid Credits (FY 1991 Appropriations
Act, Title II, under heading "Economic
Support Fund"): Will DA .-funds be used for

13

No.

. No.
; No.

i



tied aid credits?

3. Appropriate Technology (FAA Sec. 107): Is
special emphasis placed on use of
appropriate technology (defined as
relatively smaller, cost-saving, labor-using
technologies that are generally most
appropriate for the small farms, small
businesses, and small incomes of the poor)?

4. Indigenous Needs and Resources (FAA Sec.
281(b)): Describe extent to which the
activity recognizes the particular needs,
desires, and capacities of the people of the
country; utilizes the country’s intellectual
resources to encourage institutional
development; and supports civic education
and training in skills required for
effective participation in governmental and
political processes essential to
self-government.

5. Economic Development (FAA Sec. 101(a)):
Does the activity give reasonable promise of
contributing to the development of economic
resources, or to the increase of productive
capacities and self-sustaining economic
growth?

6. Special Development Emphases (FAA Secs.
102(b), 113, 281(a)): Describe extent to
which activity will: (a) effectively involve
the poor in development by extending access
to economy at local level, increasing
labor-intensive production and the use of
appropriate technology, dispersing
invastment from cities to small towns and
rural areas, and insuring wide participation
of the poor in the benefits of development
on a sustained basis, using appropriate U.S.
institutions; (b) encourage democratic
private and local governmental institutions;
(c) support the self-help efforts of
developing countries; (d) promote the
participation of women in the national
economies of developing countries and the
improvement of women’s status; and (e)
utilize and encourage regional cooperation
by developing countries.

7. Recipient Country Contribution (FAA Secs.
110, 124(d)): Will the recipient country -

14

N/A -

The program will make use of
local expertise where
appropriate.

The policy changes supported
by the program will directly
promote economic expansion.

Policy and regulatory changes
resulting from the program
will broaden access to the
economy at all Tevels.

Yes.



provide at least 25 percent of the costs of
the program, project, or activity with
respect to which the assistance is to be
furnished (or is the latter cost-sharing
requirement being waived for a "relatively
least developed" country)?

8. Benefit to Poor Majority (FAA Sec. N/A
128(b)): If the activity attempts to

increase the institutional capabilities of

private organizations or the government of

the country, or if it attempts to stimulate
scientific and technological research, has

it been designed and will it be monitored to

ensure that the ultimate beneficiaries are

the poor majority?

9. Abortions (FAA Sec. 104(f); FY 1991 .
Appropriations Act, Title II, under heading
“Population, DA," and Sec. 535):

a. Are any of the funds to be used for the No.
performance of abortions as a method of

family planning or to motivate or coerce any

person to practice abortions?

b. Are any of the funds to be used to pay No.
for the performance of involuntary :
sterilization as a method of family planning

or to coerce or provide any financial

incentive to any person to undergo

sterilizations?

c. Are any of the funds to be made available No.
to any organization or program which, as

determined by the President, supports or

participates in the management of a program

of coercive abortion or involuntary

sterilization?

d. Will funds be made available only to No funds will be made
voluntary family planning projects which available for family planning
offer, either directly or through referral activities.

to, or information about access to, a broad
range of family planning methods and
services? .

e. In awarding grants for natural family " N/A
planning, will any applicant be

discriminated against because of such

applicant’s religious or conscientious

commitment to offer only natural family

15



planning?

f. Are any of the funds to be used to pay
for any biomedical research which relates,
in whole or in part, to methods of, or the
performance of, abortions or involuntary
sterilization as a means of family planning?

g. Are any of the funds to be made available
to any organization if the President
certifies that the use of these funds by
such organization would violate any of the
above provisions related to abortions and
involuntary sterilization?

10. Contract Awards (FAA Sec. 601(e)): Will
the project utilize competitive selection
procedures for the awarding of contracts,
except where applicable procuremer.t rules
allow otherwise?

11. Disadvantaged Enterprises (FY 1991
Appropriations Act Sec. 567): What portion
of the funds will be available only for
activities of cconomically and socially
disadvantaged enterprises, historically
black colleges and universities, colleges
and universities having a student tody in
which more than 40 percent of the students
are Hispanic Americans, and private and
voluntary organizations which are controlled
by individuals who are black Americans,
Hispanic Americans, or Native Americans,or
who are economically or socially
disadvantaged (including women)?

12. Biological Diversity (FAA Sec. 119(g):
Will the assistance: (a) support training
and education efforts which improve the
capacity of recipient countries to prevent
loss of biological diversity; (b) be
provided under a long-term agreement in
which the recipient country agrees to
protect ecosystems or other wildlife
habitats; (c) support efforts to identify
and survey ecosystems in recipient countries
worthy of protection; or (d) by any direct
or indirect means significantly degrade
national parks or similar protected areas or
introduce exotic plants or animals into such
areas?

16

No.-

No.

Yes.

The participation of HBCUs and
other socially disadvantaged
organizations will be
encouraged to the maximum
extent possible. Since the
specific activities to be
financed under the TA
component of the program are
not fully known at this time,
the portion of funds to be
used for disadvantaged
enterprises cannot be
determined.

Some assistance under the
natural resources policy
component of the program may
be used in this area.



13. Tropical Forests (FAA Sec. 118; FY 1991
Appropriations Act Sec. 533(c)-(e) & (g)):

a. A.I.D. Regulation 16: Does the assistance
comply with the environmental procedures set
forth in A.I.D. Regulation 167

b. Conservation: Does the assistance place a
high priority on conservation and
sustainable management of tropical forests?
Specifically, does the assistance, to the
fullest extent feasible: (1) stress the
importance of conserving and sustainably
managing forest resources; (2) support
activities which offer employment and income
alternatives to those who otherwise would
cause destruction and loss of forests, and
help countries identify and implement
alternatives to colonizing forested areas;
(3) support training programs, educational
efforts, and the establishment or
strengthening of institutions to improve
forest management; (4) help end destructive
slash-and-burn agriculture by supporting
stable and productive farming practices; (5)
help conserve forests which have not yet
been degraded by helping to increase
production on lands already cleared or
degraded; (6) conserve forested watersheds
and rehabilitate those which have been
deforested; (7) support training, research,
and other actions which lead toc sustainable
and more environmentally sound practices for
timber harvesting, removal, and processing;
(8) support research to expand knowledge of
tropical forests and identify alternatives
‘which will prevent forest destruction, loss,
or degradation; (9) conserve biological
diversity in forest areas by supporting
efforts to identify, establish, and maintain
a representative network of protected
tropical forest ecosystems on a worldwide
basis, by making the establishment of
protected areas a condition of support for
activities involving forest clearance or
degradation, and by helping to identify
tropical forest ecosystems and species in
need of protection and establish and
maintain appropriate protected areas; (10)
seek to increase the awareness of U.S.
Government agencies and other donors of the
immediate and long-term value of tropical -
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Yes.

Technical Assistance provided
under this program will
reflect conservation and
sustainable management of
natural resources to the
extent appropriate.



forests; (11) utilize the resources and
abilities of all relevant U.S. government
agencies; (12) be based upon careful
-analysis of the alternatives available to
achieve the best sustainable use of the
land; and (13) take full account of the
environmental impacts of the proposed
activities on biological diversity?

c. Forest degradation: Will assistance be No.
used for: (1) the procurement or use of
logging equipment, unless an environmental
assessment indicates that all timber
harvesting operations involved will be
conducted in an environmentally sound manner
and that the proposed activity will produce
positive economic benefits and sustainable
forest management systems; (2) actions which
will significantly degrade national parks or
similar protected areas which contain
tropical forests, or introduce exotic plants
or animals into such areas; (3) activities
which would res:i1t in the conversion of
forest Tands to the rearing of livestock;
(4) the construction, upgrading, or
maintenance of roads (including temporary
haul roads for logging or other extractive
industries) which pass through relatively
undergraded forest lands; (5) the
colonization of forest lands; or (6) the
construction of dams or other water control
structures which flood relatively
undergraded forest lands, unless with
respect to each such activity an
environmental assessment indicates that the
activity will contribute significantly and
directly to improving the livelihood of the
rural poor and will be conducted in an
environmentally sound manner which supports
sustainable development?

d. Sustainable forestry: If assistance Yes.

relates to tropical forests, will prodect
assist countries in developing a systematic
analysis of the appropriate use of their
total tropical forest resources, with the
goal of developing a national program for
sustainable forestry?

e. Environmental impact statements: Will Yes.

funds be made available in accordance with
provisions of FAA Section 117(c) and

18



applicable A.I.D. regulations requiring an
environmental impact statement for
activities significantly affecting the
environment?

14. Energy (FY 1991 Appropriations Act Sec.
533(c)): If assistance relates to energy,
will such assistance focus on: (a) end-use
energy efficiency, least-cost energy
planning, and renewable energy resources,
and (b) the key countries where assistance
would have the greatest impact on reducing
emissions from greenhouse gases?

15. Sub-Saharan Africa Assistance (FY 1991
Appropriations Act Sec. 562, adding a new
FAA chapter 10 (FAA Sec. 496)): If
assistance will come from the Sub-Saharan
Africa DA account, is it: (a) to be used to
help the poor majority in Sub-Saharan Africa
through a process of long-term development
and economic growth that is equitable,
participatory, environmentally sustainable,
and self-reliant; (b) to be used to promote
sustained economic growth, encourage private
sector development, promote individual
initiatives, and help to reduce the role of
central governments in areas more
appropriate for the private sector; (c)
being provided in accordance with the
policies contained in FAA section 102; (d)
being provided in close consultation with
African, United States and other PVOs that
have demonstrated effectiveness in the
promotion of local grassroots activities on
behalf of long-term development in
Sub-Saharan Africa; (e) being .used to
promote reform of sectoral economic
policies, to support the critical sector
priorities of agricultural production and
natural resources, health, voluntary family
planning services, education, and income
generating opportunities, to bring about
appropriate sectoral restructuring of the
Sub-Saharan African economies, to support
reform in public administration and finances
and to establish a favorable environment for
individual enterprise and self-sustaining
development, and to take into account, in
assisted policy reforms, the need to protect
vulnerable groups; (f) being used to
increase agricultural production in ways
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Yes.

N/A



that protect and restore the natural
resource base, especially food production,
to maintain and improve basic transportation
and communication networks,to maintain and
restore the renewable natural resource base
in ways that increase agricultural
production, to improve health conditions
with special emphasis on meeting the health
needs of mothers and children, including the
establishment of self-sustaining primary
health care systems that give priority to
preventive care, to provide increased access
to voluntary family planning services, to
improve basic literacy and mathematics
especially to those outside the formal
educational system and to approve primary
education, and to develop income-generating
opportunities for the unemployed and
underemployed in urban and rural areas?

16. Debt-for-Nature Exchange (FAA Sec. 463): N/A
If project will finance a debt-for-nature
exchange, describe how the exchange will
support protection of: (a) the world’c
oceans and atmosphere, (b) animal and plant
species, and (c) parks and reserves; or
describe how the exchange will promote: (d)
natural resource management, (e) local
conservation programs, (f) conservation
training programs, (g) public commitment to
conservation, (h) land and ecosystem
management, and (i) regenerative approaches
in farming, forestry, fishing, and watershed
management.

17. Deobligation/Reobligation (FY 1991 N/A |

Appropriations Act Sec. 515): If deob/reob
authority is sought to be exercised in the
provision of DA assistance, are the funds
being obligated for the same general
purpose, and for countries within the same
region as originally obligated, and have the
House and Senate Appropriations Committees
been properly notified?

18. Loans
a. Repayment capacity (FAA Sec. 122(b)): N/A
Information and conclusion on capacity of

the country to repay the loan at a
reasonable rate of interest

20
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b. Long-range plans (FAA Sec. 122(b)): Does
the activity give reasonable promise of
assisting long-range plans and programs
designed to develop economic resources and
increase productive capacities?

c. Interest rate (FAA Sec. 122(b)): If
development loan is repayable in dollars, is
interest rate at least 2 percent per annum
during a grace period which is not to exceed
ten years, and at least 3 percent per annum
thereafter?

d. Exports to United States (FAA Sec.
620(d)): If assistance is for any productive
enterprise which will compete with U.S.
enterprises, is there an agreement by the
recipient country to prevent export to the
U.S. of more than 20 percent of ihe
enterprise’s annual production during the
Tife of the loan, or has the requirement to
enter into such an agreement been waived by
the President because of a national security
interest?

19. Development Objectives (FAA Secs.
102(a), 111, 113, 281(a)): Extent to which
activity will: (1) effectively involve the
poor in development, by expanding access to
economy at Tocal level, increasing
labor-intensive production and the use of
appropriate technology, spreading investment
out from cities to small towns and rural
areas, and insuring wide participation of
the poor in the benefits of development on a
sustained basis, using the appropriate
U.S.institutions; (2) help develop
cooperatives, especially by technical
assistance, to assist rural and urban poor
to help themselves toward better Tife, and
otherwise encourage democratic private and
local governmental institutions; (3) support
the self-help efforts of developing

- countries; (4) promote the participation
of women in the national economies of
developing countries and the improvement of
women’s status; and (5) utilize and
encourage regional cooperation by developing
countries?

20. Agriculture, Rural Development and
Nutrition, and Agricultural Research (FAA

21

Yes.

N/A

N/A

Policy changes resulting from
the program are expected to
result in economic growth
leading to increases in
employment and incomes at all

levels.



Secs. 103 and 103A):

a. Rural poor and small farmers: If
assistance is being made available for
agriculture, rural development or nutrition,
describe extent to which activity is
specifically designed to increase
productivity and income of rural poor; or if
assistance is being made available for
agricultural research, has account been
taken of the needs of small farmers, and
extensive use of field testing to adapt
basic research to local conditions shall be
made.

b. Nutrition: Describe extent to which
assistance is used in coordination with
efforts carried .out under FAA Section 104
(Population and Health) to help improve
nutrition of the people of developing
countries through encouragement of increased
production of crops with greater nutritional
value; improvement of planning, research,
and education with respect to nutrition,
particularly with reference to improvement
and expanded use of indigenously produced
foodstuffs; and the undertaking of pilot or
demonstration programs explicitly addressing
the problem of malnutrition of poor and
vulnerable people.

c. Food security: Describe extent to which
activity increases national food security by
improving food policies and management and
by strengthening national food reserves,
with particular concern for the needs of the
poor, through measures encouraging domestic
production, building national food reserves,
expanding available storage facilities,
reducing post harvest food losses, and
impr-oving food distribution.

21. Population and Health (FAA Secs. 104(b)
and (c)): If assistance is being made
available for population or health
activities, describe extent to which
activity emphasizes low-cost, integrated
delivery systems for health, nutrition and
family planning for the poorest people, with
particular attention to the needs of mothers
and young children, using paramedical and
auxiliary medical personnel, clinics and

22

Technical assistance will be
provided to change policies
affecting agricultural
production which should
increase productivity and
profitability of agriculture
for farmers.

The program will not directly
support policy work in the
nutrition area.

The program will work on
assisting the GOI to change
agricultural policies which
will directly impact on food
security.

Assistance will not be
provided directly for

population and health

activities.
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health posts, commercial distribution
systems, and other modes of community
outreach.

22. Education and Human Resources
Development (FAA Sec. 105): If assistance is
being made availabie for education, public
administration, or human resource
development, describe (a) extent to which
activity strengthens nonformal education,
makes formal education more relevant,
especially for rural families and urban
poor, and strengthens management capability
of institutions enabling the poor to
participate in development; and (b) extent
to which assistance provides advanced
education and training of people of
developing countries in such disciplines as
are required for planning and implementation
of public and private development
activities.

23. Energy, Private Voluntary Organizations,
and Selected Development Activities (FAA
Sec. 106): If assistance is being made
available for energy, private voluntary
organizations, and selected development
problems, describe extent to which activity
is:

a. concerned with data collection and
analysis, the training of skilled personnel,
research on and development of suitable
energy sources, and pilot projects to test
new mathods of energy production; and
facilitative of research on and development
and use of small-scale, decentralized,
renewable energy sources for rural areas,
emphasizing development of energy resources
which are environmentally acceptable and
require minimum capital investment;

b. concerned with technical cooperation and
development, especially with U.S. private
and voluntary, or regional and international
development, organizations;

c. research into, and evaluation of,
economics development processes and
techniques;

d. reconstruction after natural or manmade
disaster and programs of disaster :

23

Training assistance will be
provided to officials who are
key to development and
implementaticn of development
policies and activities.

N/A



preparedness;

e. for special development problems, and to
enable proper utilization of infrastructure
and related projects funded with earlier
U.S. assistance;

f. for urban development, especially small,
labor-intensive enterprises, marketing
systems for small producers, and financial
or other institutions to help urban poor
participate in economic and social
development.

24. Sahel Development (FAA Secs. 120-21).
If assistance is being made available for
the Sahelian region, describe: (a) extent
to which there is international coordination
in planning and implementation;
participation and support by African
countries and organizations in determining
development priorities; and a long-term,
multidonor development plan which calls for
equitable burden-sharing with other donors;
(b) whether a determination has been made
that the host government has an adequate
system for accounting for and controlling
receipt and expenditure of projects funds
(do1lars or local currency generated
therefrom).

24
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DATED:

A.I.D. PROGRAM NO. 497-0357

DRAFT
AMENDMENT NO. 7
PROGRAM GRANT AGREEMENT
BETWEEN THE
REPUBLIC OF INDONESIA
AND THE
UNITED STATES OF AMERICA
FOR

AGRICULTURE AND RURAL SECTOR SUPPORT PROGRAM

September 30, 1992



Dated:

This AMENDMENT NO. 7 is entered into between the REPUBLIC OF
INDONESIA ("Grantee") and the UNITED STATES OF AMERICA, acting
through the AGENCY FOR INTERNATIONAL DEVELOPMENT ("A.I.D.").
WHEREAS, the Grantee and A.IfD. entered into a Program Grant
Agreement for the Agriculture and Rural Sector Support Program on
August 31, 1987 ("Grant Agreement"), which has been subsequently
amended to grant to the Grantee up to Seventy-three Million United
States Dollars ($73,000,000); and
WHEREAS, the Grantee and A.I.D. desire to provide additional
financing for the Program, extend it for an additional twenty
months and to broaden the Program's objectives té include economic
management issues across a broader spectrum;
NOW, THEREFORE, the Grantee and A.I.D. hereby agree as
follows:
1. The first paragraph of Section 2.1, Definition of Program,
is revised to read as follows:
"SECTION 2.1. Definition of Program. The Program will
provide technical assistance and budget support to assist
the Grantee to increase employment opportunities and
incomes through agricultural diversification, trade,
domestic resource mobilization, financial deregulation,
and improved environmental and ' natural resource
management. Annex 1, attached , amplifies the above

definition of the Program."

még
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2. In the 1last sentence of Section 2.2(b), change
"$73,000,000" to read "$100,000,000".
3. The first paragraph of Section 3.1 of the Grant Agreement
is revised to read as follows: |
"SECTION 3.1. The Grant. To assist the Grantee to meet the
costs of carrying out the Program, A.I.D., pursuant to the
Foreign Assistance Act of 1961, as amended, agrees to grant to
the Grantee under the terms of this Agreement not to exceed
Seventy-seven Million Four Hundred Seventy-Four Thousand
United states ("U.S.") Dollars ($77,474,000) ("Grant")."
4. SECTION 3.2, Grantee Resources for the Program, is amended
by changing "$27,815,000" to read "$35,706,598.ﬁ

5. SECTION 3.3, Program Assistance Completion Date, Sub-

section (a), is amended by changing "Decembe:r 31, 1995" to read
"August 26, 1997."

6. SECTION III.A of Annex 1, Amplified Project Description,
is deleted in its entirety, substituting therefor the following:

"TII.. Program Activities for IFY 1990/91 through IFY

1996/97
A. The Policy Agenda

The policy agenda for this period consists of five broad

objectives, with sets of more specific sub-objectives for each
as appropriate. These five objectives represent areas of
policy concern that are consistent with the general guidelines
of the Indonesian 5-year plan (Repelita V). They also
represent areas of particular interest to  USAID.

Clarification or modifications of the items, relative
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priorities, and steps for carrying them out will be documented
as necessary in Program Implementation Letters.

USAID and the government plan to carefully monitor the
implementation of the policy agenda through a series of
detailed benchmarks. These benchmarks will be finalized prior
to disbursements of funds and will constitute the primary
basis for USAID's quarterly and final evaluation of the
ARSSP's policy achievements.

The following is a general presentation of the policy
objectives and sub-objectives:

1. Program objectives and milestones for adqricultural

diversification
Diversify agricultural production taking advantage of

regional comparative advantage and promoting development of

related agro-industries. |

Sub-objectives:

1.1. Align agricultural policy instruments so that farmers
receive apprdbriate market signals to capitalize on
natural comparative advantage.

1.2. Implement the inéegrated pest management program in rice
and extend it to include other crops.

1.2.1. Concentrate IPM research efforts on
identifying and demonstrating the value of
appropriate IPM technologies for major non-
rice crops and incorporate this new technology

into ongoing IPM training.
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1.2.2. Where supported by scientific research, expand
the current ban of 57 broad spectrum
pesticides for use on rice to include crops
other than rice.

1.2.3. Scrutinize all World Health Organization (WHO)
Category I pesticides and, if found
meritorious, consider banning all of them from
use in Indonesia.

1.2.4. Establish a more comprehensive system for
regulating pesticide use to protect the
environment, protect the health of farmers and
pesticide industry laborers, and protect

consumers of agricultural products.

1.3. Produce, distribute, and utilize fertilizers efficiently.

1.4. Broaden the national mandate of agricultural research
centers to be more responsive to regional needs and
introduce a system of direct outreach from research
stations to regional extension centers and farmers.

1.5. Assess the implementation of the shipping deregulation
reforms of November 1988.

1.6. Take advantage of new market opportunities in fruit crops
by encouraging investment opportunities in small
plantations.

2. Program objective and milestones for trade
Increase the efficiency and competitiveness of Indonesian

trade.



Sub-objectives:

2.1. Reduce tariff and non-tariff barriers to trade.

2.2. Improve trade policy implementation and policy formation
procedures.

2.3. Upgrade the GOI's capacity to particip&te actively in
international agreements and negotiations.

2.4. Lower import tariffs and surcharges on selected imported
agricultural products.

2.5. Encourage higher quality plantation crops from both
government plantations and small holders.

2.6. Establish a more effective relationship between trade

associations and relevant government agencies to promote

the export of Indonesian agricultural products.

3. Program objective and milestones for domestic resource

mobilization
Mobilize public and private sector resources and

effectively apply them at regional and local levels.

Sub-objectives:

3.1. Continue to increase tax revenues through more effective
and more equitable means. Accelerate the tax "post
audits" program.

3.1.1. Improve implementation of VAT, income and
withholding tax laws.

3.1.2. Improve the efficiency with which taxes are
collected through improved information, forms,

audits, and other procedures.
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3.1.3. Organize the Tax Department for better
implementation of tax policy.

'3.2. Periodically review new sources of revenue fo; local
governments and discourage them from current "ad hoc"
taxing practices.

3.3. Accelerate the program of private 'sector participation in
providing public services.

3.4. Improve the effectiveness of resource transfer programs
from the central government fo regional and local

governments.

4. Program objective and milestones for implementation of

financial derequlation |
Increase total investment in Indonesia, particularly off-

Java, through accelerated implementation of financial

deregulations to meet Repelita V targets, generate income

growth and employment.

Sub-objectives:

4.1. Sustain financial deregulation efforts which impact on
rural areas and the informal sector of the economy.

4.2. Improve climate for growth of foreign investment in
Indonesia.

4.3. Encourage the elimination of SWAP arrangements which have
subsidized the inflow of short-term, speculative
financial capital into Indonesia and encourage the
development of a private sector forward market for

foreign exchange.
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4.4. Work for implementation of a new banking law that will
provide the basis for a well-regulated, modern financial
.sector.

4.5. Work to reduce reporting lags for the monthly bank
survey; providing a comprehensive and current
representation of .conditions in the banking sector that
will assist both monetary policy and bank supervision.

4.6. Upgrade the research and information érocessing
capability of Bank Indonesia so that appropriate
information and research can be provided to allow policy
makers to conduct a sound monetary policy.

5. Program objective and milestones for environment and

natural resources
Develop appropriate policy approaches’ to assure that

environmental and natural resources are managed wisely to

sustain the economic development process.

Sub-objectives:

5.1. Strengthen the ability to systematically analyze
agricultural policies and projects from the standpoint of
their économic and ecological viability = and
sustainability.

5.2. Consolidate the authority and responsibility for
pollution and hazardous waste control and monitoring
within an appropriate system."

7. SECTION III.C of Annex 1, Amplified Project Description,

is revised to read as follows:

"C. Technical Assistance. It is anticipaéed that an
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additional $27.0 million in A.I.D. funding will be made
available during U.S. Fis:cal Years 1992 through 1996 for
technical assistance activities (bringing the total made
available for technical assistance over the entire program to
$40.0 million). These funds will be used to finance the cost
of assistance related to the formulation and implementation of
policy reform packages, as mutually agreed upon by the ARSSP

Program Manager and BAPPENAS. A portion of technical

assiétance funding will be reserved for program evaluation.

Also, a portion will be reserved to obtain the services of an

accounting firm to help monitor the budget supéort provided

under the Program. The $40.0 million planned for technical
assistance over the entire Program life will be used in
accordance with normal project financing procedures."

8. Attachment 1.1 to Annex 1, Summary Budget Support Plan
and Cost Estimates, is deleted in its entirety, substituting
therefor the Attachment 1.1 to Annex 1 attached to this Amendment
No. 7.

Funding granted under this and subsequent amendments to the
Program Agreement may be used only for the procurement of goods and
services having their source, origin and nationality in the United
States, except as otherwise agreed by A.I.D. in writing; and in
Indonesia, to the extent authorized under AID regulations or as
specifically authorized by AID in writing.

Except as amended herein, the Program Grant Agreement is
unchanged and, as amended, remains in full force and effect.

IN WITNESS WHEREOF, the Republic of Indonesia and the United
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States of America, each acting through its duly authorized
representative, have caused this Amendment No. 7 to be signed in

their names and delivered as of the day and year first above

written.
UNITED STATES OF AMERICA REPUBLIC OF INDONESIA
Charles F. Weden Mrs. Buly O. Surjaatmadja
Director Deputy Chairman for
USAID/Indonesia Implementation and
Monitoring
BAPPENAS



Grant Agreement Amendment No. 7

AGRICULTURE AND RURAL SECTOR SUPPORT PROGRAM
PROGRAM NO. 4970357
FINANCIAL PLAN

Attachment 1.1

(U.S. $000)
A.l.D. OBLIGATION
Original Total Total
Agreement +/ Amendment | Obligation Authorized Life of Project
Amendments No.7 To Date A.l.D. Funding- G.0.L TOTAL
Component No. 1 thru6 Previous |Amend.#7 Total Previous | Amend#7] Total AlD. & G.O.lL

1. Budget Support 60,000 0 60,000 60,000 0 60,000 33,007 0 33,007 93,007
2. Technical Assistance 13,000 4,474 17,474 13,005 27,000 40,000 0 2,700 2,700 42,700
TOTAL 73,000 4,474 77,474 73,000 27,000( 100,000 33,007 2,700 35,707 135,707




ANNEX E

Initiai >nwvironmental Examination Determination



(K)

INITIAL

PROJECT COUNTRY
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'EXAMINATION OF THE NATURE, SCNOPE, AND MAGNITUDE OF THE
ENVIRONMENTAL IMPACT

A.

(B)

DESCRIPTION OF THE PROGRAM:

This amendment to the ARSSP prnagram authorizes additional
grant financing for the Program of $27 million to increase
the total U.S. contribution to the Program to $100 million,
and to extend the Program Assistarnce Completion Date (PACD)
by twenty months to August 2/, 1997.

The additional funding provided by this Program Amendment
will finance the design, implementation, and/or analysis of
development and deregulation of the economy. The growth of
competitive free markets and private sector investments
through improved management of the economy will be the
primary focus of the program. This program will assist the
GOI in designing and implementing economic reforms in these
areas, thus supporting ARSSP's overall aim of growth in
incomes and employment.

‘The $27.0 million in additional technical assistance funds

will be used to finance long- and short-term technical
assistance in the form of experts, consultants and a very
limited commodity procurement (computers etc.) in the
following areas: $10.0 million for Integrated Pest
Management and agricultural policy advice at BAPPENAS, $3.6
million for trade implementation and policy advice at the
Mlnlstry of Trade, $2.7 million for research, development
and monetary policy advice at Bank Indone51a, $2.4 million
for fiscal/monetary policy and tax revenue advice at the
Ministry of Finance, $0.6 million for flow of
funds/inventory database advice at the Central Bureau of
Statistics, $6.4 million for new initiatives, $1.3 million
to finance overall program management needs within the
USAID/Indonesia Mission. The Program will finance no
activities direcii’ affecting the physical environment in a
negative way.

RECOMMENDED ENVIRGWMENTAL ACTION:

The activities to be funded by this grant consist in their
entirety of technical assistance and therefore, in
accordance with A.I.D. Requlation 16, Section 216.2 (c) (2)
(1), are categorically excluded from further environmental
review. No further environmental action is recommended.

) &\9‘
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PROCUREMENT PLAN AND METHODS OF FINANCING UNDER ARSSP GRANT AMENDMENT NO. 4

¢ am

Quantity Financing ($100) Documentation ,
INPUTS pmof TA Exec. Proc. o Remarks
LT ST A.l.D. GOl Type _Agency Method E/Mark Commit
I. CURRENT WELL DEFINED
ACTIVITIES
1. BAPPENAS
— IPM for Non—Rice Crops 36 14 1,500 DP USAID DC PIO/T (o] Follow—on to Clemson University
— Ag Policy Advisor, LT 60 - 1,000 DP USAID DC PIO/T PSC,C
- Ag Policy Advice, ST - 20 500 DP USAID [Buy-in,DCl PIO/T UCorC
2. MINISTRY OF TRADE .
— Trade Implementation & Policy| 108 26 3,000 700 DP USAID DC PIO/T (o}
— Trade Policy Advice, ST - 24 600 DP USAID |Buy-in,DC| PIO/T CorucC
3. BANKINDONES!IA
— Research and Development 60 16 2,100 2,000 DP USAID DC PIO/T uc
— Monetary Policy Advice, ST - 24 600 DP USAID {Buy-in,DC{ PIO/T Coruc
4. MINISTRY OF FINANCE .
— Fisca/Mon Policy Advisor, LT 60 - 1,000 DP USAID DC PIO/T PSC, C
— Fisca/Mon Policy Advice, ST - 24 600 DP USAID (Buy-in,DC{ PIO/T UCorC
— Tax Advisers 36 1 800 DP GOl HCC PIO/T HCC [Conversion of GOI-IRS contract to HCC
S. Central Bureau of Statistics
— Flow of Funds/Inv Data Base, - 24 600 DP USAID |Buy-in/DQ PIO/T UCorC
ST
II. ADMINISTRATION
— ARSSP Prog Mgr/Mon & Banking 36 - 400 DP USAID | PSC, JCC PIO/T PSC
— Trade/Macro Advisor 36 - 400 bP USAID PsSC PIO/T PSC
— Contract Specidist 60 - 300 DP USAID PSC PIO/T PSC
— Evaluation and Audit - 8 200 DP USAID |lQCorPSQ PIO/T UCorC
1. NEW INITIATIVES
— IPM for Rice TOB 7,000 USAID Grant Grant |Grantto World Bank, FAR, or HCC
— Bank indonesia Reorganization TOB 1000 | €——=—-|————— r—To be defermined— —{— — = ———4- — =~ >
— Promotion of Trade Associations | TDB 1,00 <= b — — -—To be defermined— —|— ————— 3 ——~— >
— Business Development (mfg) TDB S00|<~—— -~ ——— 1 r—To be defermined— —|~——— ~~ 1+ —— ——_ >
— Poverty Alleviation Analysis TDB 700 {<—— === = — —— — 1 r—To be defermined— —{~ -~ —~-—f — — —— — >
- Unspecified TDB 320 | < ——=— - ————— 4 r—To be defermined— ~[— ——~——f — — - = >
Sub-Total 27,000 2,700

Note: With one exception all procurement will be in the U.S. or within the guidelines forlocal procurement described in Chapter 18A of A.L.D. Handbook 1B. A grant to the World

Bank of $7,000,000 will have about 3C% local sourcing while it is expected the balance will be divided equally between U.S. source/origin on the one hand and other
industrialized countries on the other. In accordance with A..D. HB 13, Chapter 5, procurement under such a grant would be in accordance with WB procurement procedures.

Definitions: DP = Direct Paymentto Contractor
DC = Direct Contact
PSC = Personal Services Contract

cC =
uc

Contract
= ‘Umbrella® Contract, i.e. centrally awarded contract

HCC = Host Country Contract

HB = Handbook
WB = the World Bank
pm = person month



