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the Indonesians tried unsuccesafully to govern thelr country with a
system of parliamentary democracy based on the Western European pattern.
As parliamentary governcent became increasingly ineffective, President
Sukarno, the tharicmatic father of the Indonesian Republic, gradually
aspumed more aud more power. In the later 1930s, Sukaxne dismissed the
elected parliament «nd introduced on suthoritarian system of government
which he called "Cuided hemocracy.'" At the same time, he natiecnalized
most of tie foreign entcrprises in the countvy drnd cmerged as a spokes-
man of the "lelt-ving" developin; nourtrics whom he pictured as vietims
of the imperialistic "0ld Established Forces." Under "Gulded Democracy"
the economy of Indonesin deteriorated rapidly as production end trade
declined and prices soer=d. In the early 1960s, the Communist Party of
Indonesia (FKI) grew rapidly, China and Russia became the major donors
of foreign assistence to lndonesiaz, a campaign was inaugurated to in-
corporate Dutch New Guinea into the Republic, end a military “confronta-
tion'" with the neighboring stotes of Singspore and Malaysia was launched,

The situstion changed abruptly after Septembexr 30, 1965, the date
of an aborcive Communist coup which led to fundamental changee in
Indonesia’s political life. Within eighteew months, Sukarno wae re-
moved from power, Generz) Suharto established control of the govern-
ment and rallicd the country to eliminate the Communist party. What
followed wes a national revolt against Comwmunism which extended to the
village level. in 1967. General Suharto becsme "functioning"” president
and in 1968, he was elected president fac a S-year term,

The "New Order," composed of a wmoderate army lcaderehip working in
cooperation with civiliezn "technocrats' whose first priovity waes eco-
nomic and soclel development, was introduced by Suharto. Work began
on economic stebilization in 1967: weasures were taken to attract
Western capital, ihe Tuter-tovertment Group for Indonesia was also
established and treaties were included to provide special guarantees
for investmeats in Indouesia. Measures were taken to stabilize the
rampant infiacion which had increascd roughly 6507 between 1951 and
1961. :

In July, 1971, gencral parliameniary elections were held.follow-
ing the passage of the Election Law which allowed for government
eppointment ol a certain number of seats. The results of this elec-
tion showed the relative strengih of the govermnment supported party ~-
GOLIAR,
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PART 1

INDONESTA OVERVIEW

A. RISTORY

-~ From earliest historical times the archipelago nation of Indonesia
has been a strategic passage between two oceans -- the Pacific and the
Indian ~- end a lirk between two continents -- Asia and Australia., 1In
the First Century A.D., Hindu merchants visited the islaands and began
@ prosperous trade in exotic spices. Im the 9th and 14th Centuries,
respectively, Indonesin's two grest empires, Shrivijaya and Majapshit,
became powerful by gaiving control of the intexnational trade passing
through the Straits of Malscca. Later Chinese, and then Portuguese,
Dutch and English seafarers joined Im the trade with the "Spice Islands,"
In 1619, the Dutch estabiished thefr first bridgehead in Java and began
the process of expanding their control throughout the differeat parts of
the archipeiago. This process was not completed until the 20th Century,
although ia the 17th Century the archipelage becsme known as The Dutch
East Indies.

The Dutch governed the Tndonesian archipelage for about 300 years
until 1942 vhen the Japanese occupied Indonesia at the beginning of
World War 1T, Under th: direct rule of the Dutch, various economic
activities were promulgated on Java which undermined the potential for
later econowic decvelopment, In the 18th Century tha Dutch began to .
lease aveas of Java to Chinese entreprencurs for their control. Through
this process, the indigonous market class was largely eliminated and its
strength has not yet recovered. Then, in the 19th Century, roughly be-
tween 1330-1870, the Dutch establishad the cultivation system and ret
profit policy, which forced the peasants to produce 8 varying percent-
age of export creps. The Javanese local sristocracy was established as
regents for the Dutch and given almost feudal powers, As a result, the.
authoritative content of Javanese ssciety was incrensed, especially
between the village and the political structure ebove it.

An independence movement had arisen in Indonesia iIn the early 1900s,
and shortly after the Japanese surrendered the natiomalists proclaimed
the independence of the Indonesian Republic -~ August 17, 1v45. There
followed four yeacs of revolutionary struggle against the Dutch who
sttempted to re-establish their control over the archipelago. Tinally,
at the end of 1949 und under pressure from tha United Nations, including
that of the Uaited States, the Dutch withdrew their wilitary forces and
recognized The Scvereignty of Indonesia except for New Guinea, 1In 1968
Weat Irian chose to become part of Indonesia, During the next seven years,



On March 23, 1973, rresident Suharto was re-elected to another S5-year

. term of office. The Govermmeat hes taken a new courge of action since the

establishinent of the Second Five Year Plan in 1974/75 ~= 1t8 emphasis on
employment wuenuracion; iupvoved income distribution, and rural development.
The gravity of the prescut socizl and ecouomic situation has been further
realized by the Government as a result of the riots in Bandung in 1973
against the Chinese, and in Jakarta in 1974 against Japanese economic
dominance. Presidential elections will again be held in 1977,

B. POPULATION ND GEOGRAPHY

Indenesia consists of 735,000 square miles of land (about three times
the gize of Texas) and claims territorial waters almost four times the land
aree, From East teo West the more than 3,000 islands extend over a digtance
of 3,200 miles, The five largest islands are Sumatra, Kalimantan (Borneo),
Sulawesi (Celebes), Irian Jaya (the western half of New Guinea) and Java,
There exe 26 provinces, 287 districts, 3,270 sub-districts and approximately
47,000 village cntities, '

Indonesians now number more than 132 million. Statistics are unreliable,
but the population grouwth rate is estimated at 2.2 ¥o.22 annually., The
majority of the population is below the age of 19, Two-thirds of all
Indonesians live on the islands of Java and Bali which constitute 7% of
the land area---with only 45% of this land area arable. Java is one of
the most densely populated parts of the world with 1,500 paople per square
mile, in contrast to some of the outer 1slands where the population density
1s 2 per square mile.

Although Indonesians are primarily of Malay stock, the population in-
cludes 2 large number of distinct ethnic groups with their own dialects,
customs and social oxrganizations. The Javanese are the most numerous,
accounting for over hali of the total population. Two of the most famous
cultural groups are the HNindu Balinese and the matriarchal Minangkabau of
West Sumatra, The Chinese, who originaliy came to the islands as traders
and later as laberors for the Dutch, number approximately three million.
Like the overs.as Chincce communities in other Southeast Asian countries,
the Chinese comuunity in Indonesia is economically very powerful and
Separated from the rest of Indonesia society by cultural differences.
About 907% of the people are nominally Moslem, animistic and Hindu/Buddhist
about 2%, and the remainder are Chrisi:ian,



C. ECONOMY AND RESOURCES

Crude oil production 13 esitimated at about 500 million barrels for
GOI FY 1975/76. The gross value of crude production {8 projected at $6.3
biliion for 1975/76. The net result of oil account earnings and the cuze
rent prejection for the ramainder of the balance of paywents i3 an estf=~
matec continuaiiun of net foreign exchange reserves of $900 million during
GOI FY 1975/76. (0T tax revenues frem the oil sector are estimated at $3.0
biliisn--~over 50% of governnent domestic revenue,

Agrlculture is the dominant activity in the economic lifa of Indonesia.
Including forestry and fishery, it accousts fov 40% of the national income,
employs 637 of the popuiation, and cccounts for about tio-thirds of the
country's forcign exchange earnings (zscluding petroleum cxports), Pro-
duction of rice, the mest important cvop, ircreased rapidly in the 1968~71
reriod but chere were scibacks in 1972 and i973 when mere thon 19% of the
rite consumed hsd te bte lwported. Producticn during 1974 and 1975 appears
te h2ve jncreased significantly, This plus large stocks of rice insurcs
Indonesie cof ample rice supplias this year,

A great rvesource for Indonesia is its forests and uwnutilized lands-e-
122 million hectares---cf which 45 mitlicn hectares axe currently in pro-
ductsble forest. The Gevermment of Indonesia hag rescrved some 24 million
hectares for permanent forest explojtation. From 1387 through 1972, the
governm=nt granted or agrezd ro 203 logging concessions in 19.1 million
hectares of forcst land to local and forelgn investors in joint venture,
Timber has now becowme the second largest source of export earnings (8750
million in 1974). Rubber produced by estates (pltatations) and by small-
holders was the third largest export ($500 miilion in 1974) and eccounted
for tbout one-fourth of non-oil expovts.,

The most irpyortant export is petroleum. Tndonesia is the only major
petroleum producer ju Southezst Asia, and currently ol exports ere the
largest scurce of foreiga exchange =arnings. Net {oreign exchange earn=-
tugs from 2il ecuslad $640 millien <o 1973, $2.6 billion in 1974, and are
Projected at abour $2,7 billicn for 1975. More than 40 foreign firms
ore actively ongapged in cexploration and production under agreements signed
sinze 19¢7. Copper, nickel and bauwnite mining ventures are also being
actively purzued, Tndercsia possesses many other natural rvesources, but
known reserves ore small because geclogical wapping has been completed
on enly 5% of Indonesia's lend arca. Non-oil cxports increased 100% in
1973/74 but hsve remained constant since then due to the world-wide eco-
nomic slowdown.
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Although the country has impressive natural wealth, the pecple have
remzined poor. Average per capita Income is eatimated at about $200, one
of tie Jfowest in the world, Many complex ‘social, histovical end geographi~
cal factors contribute to this poverty, but.perhaps wost notable emong these
wvere the policies of the Sukarno regime which led to declining productive
capacity and uncontrolled infiation.

The "New Order” inherited from the Sukasrno Etgime an external debt of
almost $2.7 billion. 1In 1966 the Western creditor nations joined to form
the "Paris Club" which sgreed to a long~term rescheduling of both the
principel and Interest on the "Sukarno debt"” to the members of tha Club.
Thie Jebt is now baing repsid in annual installments over & thirty-year
pertod from 1970 to 1999. Contractual {nterest accrulng from 1970 will be
paid in tifteen annual installments begianing in 1985, The entlire arrange-
mznt 18 sudicet to renegotiation on the initiarive of efther Indonesia or
the creditors at eny time after 1980. Similer debt veachaduling agree-
mente heve also been negotfaced with the Soviet Ynfon and other East~rn
European countries, The "New Ordex" has; of course, scquired new external
debts, approximately $3.6 billion asince 1967. Most of thie new borrowing
has been on "suft® concessionsl terms for basic Infrestructure and produce
tive enterprise,

The domestric economic policies of the Suharto governnent included a
stabilization program which effectively reduced Inflatien from 629% in
1966 to about 8% iIn 1971. Inflacion rose to 25% im 1972/73, due to rice
shortages at the end of the year, and equaled 47% in 1973/74 due to a
variety ¢f factors., Most important among these were rspid increases in
bank credit, export earnings, and Frices of imported commodities. The
GOI teouk steps to control the inflationary problem and price increases
fell to about 207% during 1974/75.

Goverament revenues nearly doubled during 1974/75 snd are projected
to increase by abor- 60% during 1975/76~~~prirarily due to nil, Develop~
ment expendituves more than doubled in 1974/75 and are projected to in-
crease bty about 507 {n 1975/76. :
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PART IT

V.5, ECONOMIC ASSISTANCE

A, MULTILATERAL FRAMEWORK

U.S. cconemic aid to Indonesia was first begun in 1943. However, it was
temporarily terminated in 1965 because workirg relationships hed become in~
creasingly difficul: arder the Sukarno regime., In 1907, following the es~
tablishment of a "New Order" under Suharto, the U.S, joined with other governe
ments and iaternationnl organizevicnz to form the Inter-Governmental Group on
Indonegia--~the ICCI. The 2im of the Group was to extend economic assigtance
to the GOI for the purpose of 1its stabilization and rehabilitation program and
subsequently for meeting thz need of cxternal financing for .Indonesia'’s Firvet
Five-Year Plan. As a consequence of the success of the stabilization program,
the U.5. and other doncrs have been able to shift the emphasis of assistance
£rom stabilization to economic rehabilitation and development, during the
latter part of ihe First Five-Yeey Plan and the Sccond Five-Year Plan.

The 1LGY iy compused of Indonesiz and fourteen other member countries:
Austria, Mustralie,. Pelgium, Canada, Devmark, France, Cerwany, Italy, .Japan,
The Netherlands, New Zealauwd, switzerland, United Ringdom, and the United
States. The World Bauk (IARD)Y, the Intermational Mupetary Fund (IMF) and the
Asian Devclopment Bank (ADP) are also membere of the IGGI. The IF pleys a
key tole in developing economic stabilization requirements; the World Dsnk ig
instrumental in fdentifying development needs.

The Schedﬁling and Preparatien for IGGI Meetings

In the recent past, the Inter-Governmental Group on Tndonesis (IGGI) has
met twice each year in The Netherlands, around December and April. The first
meeting was the occasion for a discussion of the developmentcl problems con~
fronting Indoresia snd for the presentation of tha IBRD and IMF analysis of
the current cconemic situaiion and the econcmic prospects end assistance needs
for the coming year. Most donors made their assistance pledges at the second
meeting in April. For 1975 and 1976 this procedure has been altered, however,
in 1light of the changing development situation in Indonesia and only one meet=~
ing was held each year. '

At the May, 1974,°meeting the IGGI members agreed that the World Baak would
undertake a comprehensive assassment of Indonesia's development progrem, includ-
ing an evaluation of the role of oil revenues in the financing of Indonegia's
Second Five-Year Plan. The members agreed not to meet in December, 1974, but
to reconvene in May, 1975, after having reviewed the World Bank report. In the
May, 1975, IGGLl meeting the discusasion centered around the conciusion of the
' World Bank report that recent increases of Indonesia's foraign exchange from -
petroleum production is medest in relation to the huge development needa of the
country. Although a shorter meeting may be scheduled for November, 1975, mem-
bers scheduled the next full meeting for May, 1976. Prior to that meeting the
World Bank will prepare a veport on the employment aspects of the Indonesian
development program,
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Pledeing Formulae and Levels for the. IGGI Mcmbers

Through Fvy 1973, the U.S. pledged to provide one third of the Indonesian
bilateral aic¢ 2ollar request, although the bosis for calculeting the U.,S3,
contributions changed somewhat over the years. There has becn some diffi-
celty in meeting pledge levels in the past few years, The Japanese have
also pledged o provide one third of the rcquest, although 1in recent- years
their plcdges have actually exceeded those of the U.S. Other countries
and multilaceral organizations do not base their oledges on fornulac. bue
have tended to increase thelr pledges each year.

For 1975/76 the rotal IGGI pledge is a substantial amount, about $900
miiiion. The terms of assistance are somewhat less concessional than those

pledged in 1974/75.

In May, 1975, the U.S. had difficulty in estabiishing a consensus on
the level and terms of U.S. Government sasistance to Indonesia, The 1975/76
pledge of $61 million (including 511 million In technical assistance) was a
drastic reduction from the 1974/75 pledge of $176 million. This reduction
in part reflected the strong sentiment In the U.S. against providing assist=-
ance to oil exporting countrivs, including Tndonesia. On the other hand,
with the exception of PL-480 Title i, the U.S. Jdid not harden its assistance
terms in the 1975/76 pledge, as did several other members of the IGGI. The
IBRD Basic Economic Report prepared for the May, 1975, IGGI meeting recome
mended that roughly thrce fourthe of the foreign aid funds to Indonesia pro-
vided from 1975-1980 should be provided on & concessional ox semi-conces-

glonal bausis.

Assistance Prograws Within the Multilateral Framewock

As of the end of CY 1973, the IBRD/IDA/IFC and the Asian Development
Bank (ADB) had committed atout $600 million for capital assistance loans
for basic infrastructure, agriculture, and industry projects. The ADB
also provides gront funds for studies and advisory services, The UNDP
snd UN specialized agencies have technical assistance and grant programs
in virtually every sector of the economy and it is the UN rather than
the bilateral donors which provides planning assistance at the Ministxy
level, The UNDP undertook to plan for Five Year Country Progtamming
in coordination with the GOI Second Five-Year Plan, In 1973, the UN
technical &ssistance program amounted to approximately $30C million.
Their in-country staff of advisors and technicians 13 expected.to reach
nearly 300, cxcluding a resident staff of ahout 17 maintalned by the
World Bank and 15 by the International Monetary Fund. The latter two
groups function as advisors to the Indonsian plannlng sgency (BAPPENAS),
the Central Bank, and the Ministry of Finance,
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. The bilateral donors function wainly at the project levei. Bilateral
Project assistanze pledses heve risen steadily and reached a level of
about $900 uillion for 2GS year 1975/76. Annual technical asgistance
8rents have cqualed about 4353 miliion recently, The bilateral donors

are also the scurce of all balance of payments (commodity fmport finance)
asd food aig, Coordinciion ameng bilateral and multilateral donors is
carried out pactially in this context and partially through additional
consultatior with the Tndonesian planning ageacy, BAPPENAS. The latter
agency is by 31 Harvard Develcprent Advisory Group under a Ford Foundation
financed contract. BAPPENAS, together with the iBRD and its advisorg,
draws up information coucerning capital and technical assistance projects
for witich donor financing will e requested. In a geriles of meetings ine
volviny BAPPINAS, thez apprepriate Indoncsian Ministries or egencles and
the donors, gereral 2grecrment: le reached regarding priorities and donor
interest ang competence in parclcular aveas. Day-to-dey discussion and
coordination then takes place at the working level. IGGI pledges and
commitments eve surmerized in Tables 1 and II.

B, U.S. ECONOMIC ASSISTANCE PROGRAM

The objective of U.5. economic aid to help is oo help Indonesia, within
the multilateral framework outlined above, tc preserve.economic stability
and to develop a sound hage for econemic growth, In tha pest, thic aasist-
ance provided by the Unjted States Government, within the framework of the
IGGI has consisted of Program (Comuodity) loans, Project loans, and agri~
cultural commodities under PL 480 Title I. In addition, outside the IGGI
framevork, the U.S. previded grant financing for technical assistance and
for agricultural cormoditics under PL 480 Title I7. Slince 1974, Program
(Commodicy) loans, have been phased out, and in i975/76 technical assist-
ance graant firancing of $11 million was included in tha IGGI rledge. Total
U.S. economic assistance to Indonesia since FY 1266 1s shown on Table IIT,

1. Redirection of the AID Program alcug lines recuired by FY 1974
Fcreiggﬁéﬁsistance Legislation

AID's legislation for Fy 1974, in a major departure from previous
yeers, specifically directs U.S. assistance efforts toward {mprovingz the
quality of life of the poorest people in the developing countries through
Rew programs in the Functional sectors ¢f agriculture and rural development,
health and pooulation, and education and manpower training, For the AID
Program in Indonesia, which has been primarily focused on the problems of
stabilization and rehabilitation of infraatructure, this meang a very sharp
change in direction,



AID's concern with thoee who have not benefited from Indonesia's
develepment gains comes &t a time when Indonesia's own percestion of de-
velopuent objectives is changing toward much greater emphasis on employ-
ment generation, oquity, and reglonal distribution, President Suharto
hae stated explicitly that the Goverament will attempt to manage de-
velopment during the Second Plan Period so as to effect a wider shatring
of the geins of growth, Moveover, the civil dieturbances in Jaksrta in
Janusry, 1974, wexe & further warning signal of subatantial social and
economie discontent snd it can be expected that the Covernment will prass
forwerd with efforts to effect a more gocially just distribut{on of in~
cox2 in Indeaeots,

U.S. aid to Indonesia has undergone & wajor transition---program
Lendlng Lss deen discontinued (primaxily because Indonesia's case for
forefgn exchange financing is @ weak one) and a number of new initilatives
walch wers designed to more dlrectly meet the needs of the poor majority
have been euthorized while & number of others are cn the drawing beards,
These iluclude projects in malaria control, rural water supply and sanita-
tiom, small scale iveigation {primarily in the outer fslands), an inte-
grated development ocheme on Sulawesi, the improvement of provincial plan=-
ning, the luprovement of rural roads in Aceh province at the northern tip
of Sumatva, the pounsible expansion of an ongoing activity in higher agri~
caltural edecatfon, and a rural public works program called the Padat
Earya program which was previsusly supperted on a food-fer-work basis
vader IL 480 Title II and 1e now funded under the Rural Wouks Loan.

2. FPL_480 TITLE I

Agriculturel commodities have been provided by the U.5. on 40-
- yemr concessionel lending terms authorized under Title I of the "Agri-
cultural Trade Development and Assistance Act of 1954," as amended
{(Public Law 480), The sale of these ccamcditien by the GOl has gen-
erated reveaue for the Indomesian development budget, Title I com=
medities are priwerily rice, cotton/yarn and vheat/flour, See Table IV
for details of these sales agreemenis., Due to shortages in PL 480
corwodities fn FY 74, there was & major shortfali in FL 430 from the
plevmad targst. The FY 75 PL 480 program consisted of $40.9 millicn
£ar vew zotton,
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3. PL 480 TITLE II

. Uncer Title 1Y .f PL 430, U.S. agricultural commodities such as
bulgur and dried wmilk arc donated to [udonesin “o assiat in aeveral re~
l1ief and developrment dctivities, Yoiuntery agencies, including Catholic
Relief Scrwvice:, Church Weorid Sexvice and CARE, rcceive Title II support
for a wide vaviety cf programs which range fxom food-for~work to twother-
child feeding programs. Title IT ccmnodity grants are also being made -
to U.N. World Feod Program projects in Indonesia,  The National Focd-for-
Work Program, funded previously under Title II, hag been converted into
the Rural Works Loan. '

4. Development Loans - Capital Projects

As a resvlt of the success in economic stabilization programs and
successful large-scale infrastructural development and rehabilitation pro.
Jects, new prioritics as extablished by the GOI in AID New Directions (be-
ginmning 1in FY 1974), as well as other donors, are refocusing on the social
and rural dcvelopment sectors. :

A list of the U.S. loans to Indonesia from 1969 through 1976 1is
given in Table VI. ‘The followlng describes the status of ongoing and new
loans during the curzent jmplementatfon period:

(a) Gresil Cement Plant Cxpansion (ongeing)

Indonesia's resurves of )imestone and clay are large, vet substantial
imports of cement are presently required to supplement limited domestic
production and meet market demand which is expanding rapidly. The
major Indonesian scurce for cement has been the Gresik Cement Plant
in Surabaya, which was completed in 1958 under Export-Import Bank
financing. An AID development loan made in FY 1969 amounting to $5.8
million has firanced the expansion of the plant's annual capacity
from 375,000 tc 500,000 metric tons of cement. When construction
was completed in 1972 chis represented a 207 iucrease in Indonesia's
productinn of cewent ard a saving of about $2 million annually in
foreiyn exchange. The Morrisen Koudsen Internationul Construction
Company wns avarded a turnkey countract for the project,

(b) Pusri Fertilizer Plan txpansion (ongoing)

The U.S. has joined Japan (0KCF), the IBRD and the ADB in providing totel
loans of $80 million to increase the capacity of the Pusri fertilizer
(urea) plant in Palembang (Sumatra) from 100,000 to 480,000 metric tons

a year. The U.S, contributed $24 million, the IBRD $33.5 million, Japan
$12.5 million, and the ADR $10 million. The Government of Indonesia hasg
provided an additional $33 milllon in local currency. A British firm was
selected ac the consulting engincer for the project and the firm of M.W.
Kellogg, International was selccted as general contractor. Construction
wag completed in 1974. '
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(¢) Centra; -~ 12_Power Rebabiiira: jon and Expansion - Tuntang (ongoing)

s v—— .

A study oi the long-ringe requirements for electric energy in ceatral
and wascerr Java identified edditional generation, transmission and
distribution tacilitfes needed to meet such requirements. The long-
range studv alzo recemuerded the Iintroduction of United States design
aad constructic: praciices =s standards for Indoresian eclectric dis-
tribution systens. Ae a firsi step in providing the needed facilities,
AID made a $27.7 million loan vo (he state electric enterprise (PLY)

to finance the forelgn exchange costs of rehubilitating the Tuntang
electric power svstem, Four major cities - Semarang, Yegyakarta, Solo
and Magelang plus fifteen villages will have their overloaded ond cut-
dated distciburion systems vehabilitated under the project. To cope
with severc shortages of generation capacity until construction of the |
ATD-financed Central Java Thermal Power Plant (Semarang) 1s completed
(late 1977), a gas turtine driven generating unit is operating at
Semarang 1ud a diesel electric generating unit is now under final

test in Yogvekarta - beth of which are financed under this project
loan. A U.S. contvactor is providing the equipment, material and

labor to do the distribatlon syerem rehabilitation work in the four
cltios and adjzcont willages and 1e expucted Lo complete that work

by Aupst, 1976, The woerk of converting the customers' electric

BRI

service facilitios {5 bediug done by PLN.

(d) Jakarta-sezor-Ciawi (Jagorawi) Hizhwey Desinn and Construction (ongoing)

The Jakarta-Logor corridor is probably the wmost traveled route in
Indonesia and traffic is increasing every year. An AID loan for
$800,000 was made to the Indoneslan liighway Department to finance
the engincering and design of a four-lane controlled-access highway
on A new alipnment sece three to six kilometer: zast of the present
road, [esiuns were completed In 1973 and construction was started
in pid-1974 under a nce AID loan of $26 million. When completed in
1973, the read wiil kiadle over 30,000 vehicles per day, including
seversl hundred cement trucks from two plants now being completed.
near the highway.

(e) Meden Electric Power Rehabilitation and Expansion (ongoing)

An AID loan of $13.8 million dollars was authorized in fiscal year
1971 for the rehabilitatlon of the existing generating and distri-~
bution system and provision of a new gencrating plant. The rehabili-
tation program consists of unit overhaul and modification of the
existing diesel power plant and complete rehabilitation of the distrie-
bution system in the city of Medon and the adizining towns of Binjai
and Belawan. The new generating plant of six diesel units will pro-
vide 24 MW of electric power for the new distribution system, Sched-
uled project completion date is December, 1976,
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(£) Central jeva Pover Tren:mission ard Distribution Rehabilitation
Lentral J: wer Ti Iibution Rehabilitation

(2)

(h)

and Expansion - detenser Project (ongoing)

In a wanner similar co rhe Tuttang Project and based on the same
long-rang« planuing study, the Ketenger project will rehabilitate
and expand the eleactric distributiou system in an area west of the
Tuntang project und including the major cities of Pekalorigan, Tegal,
Purwokerto aud Cilacap. The project consists of three major compo-
nents - substations, distribution rehabilitation and transmission,
A U.S. centracter is furnishing equipment, material and labor for
the substations and distrvibution contracts under AID foreign ex~
change financing, aud for the transmission line construction under
Government of Indonesia foreign exchange financing. The Ketenger
150 kv transmission line facilities will serve the four cities

and will be connected alse with similar facilities (built under
West GCerman credits) now going into operation which will serve to
integrate the Tuntang and Semerang Thermal Power Plant projects
with the Ketenger projuct. Construction work, now under way on

all three components, ia scheduled for completion in July, 1977.

Central Java Thermal Fower Plant- Serarang (ongoing)

An AID loan of $19.7 million, supplemented by Government of
Indonesia foreign exchange, was authorized in fiscal year 1972

to assist in the construction of a Steam-electric power plant

near the city of Semarang in central Java, An {nitial instadla-
tion of two 50 megavatt units will provide the energy requirements
of the central Java Tuntang and Ketenger Projects for roughly ten
years and provisions have been made in the design and site area for
increasing the installed capacity to sgeve."il hundred megawatts when
the Central Java loags vequire it, Energy generated at Semarang
Steam Power Plant wil! be transmitted to central and west Java by
the recently corpieted German-financed 150 kv transmission lines,
augmented by 150 kv transmission undex the Ketenger project and by
the Alb-firanced Wost Java profects. Completion is scheduled for
late 1977,

West Java £lectric Tover Transmission and Distribution I & IT (ongoing)

In & manner similar to the Central Java power projects and based on
the same long-range power study, the two AID loans totalling $36.9
million were authorized in June, 1972 (phase 1) and August, 1973
(phase IT), Tha project. provides for the engineering design and con-
atruction of a 150 KV Jouble circuit tranusmission 1l{ine from Jakarta,
through the citiesg of Begor, Bandung, Cirebon to Tegal where it will
connect with the Central Java Transmission System and establish an
integrated power System for Centrel and West Java, The loans also
Provide for rehabilitation of the distribution system in the cities

of Bogor and Cirelon, Scheduled project completion date is July, 1979,
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(1) Prolect Develu‘mént Loan (ongoing)

A loen to the GOI in the amount of $5 million was authorized in

FY 1972 to finence feasibility otudiecs and engineering/design work
for wroposed cspital projects, Selection and development of capital
projects is accelerated through the use of this lcan. At present
three projects sre in final design and three others are in the master
Plen/feecnibility study stage. A1l of the projects being studied and
deeigned are expected to ba constructed uging financing from AID, the
Herld Bank, Asian Development Bank, or ansther source. A seventh pro-
Ject, Prepavation of a Project Plan for Jregung Dam, has advanced to
the contract nagotiation staoge,

The implementation status of these atudics is as follows:

- {1) Citanduy River Basin Master Flan and Feasibility Studies: Engl-
neering Consultante Inc. (ECI) has completed a "Master Plan for
the Baein," & feagibility study on flood control, irrigation,
and drainage for the Jower part of the hagin, and a feasibility
study for reclamation of the Segara Anakan, a brackish water bay
in the lower basin. ECI 13 now preparing designs for the lower
Citanduy Basin aand conducting further studies on the Segara
Anakan. USAID expects to Finance part of the construction of
the lower Citanduy/Ciseel River Basin Flood Control Ixrigation
and Dralnege Project with a $10 million loan in FY 1976. It is
anticipnated that the Worid Bank will fund comstruction of the
Segura Anaksn Reclamation Project,

(2) Surxabays Environmental Studies: Camp Dresser and McKee offi-
cially storeed work on June 16, 1975. They are to prepare Master
Plene for Fotable Water, Drainage, and Sewerage and propose methods
of hardiing sclid wastes. They will also prepare a feasibility
study for firat stage expansion of the city's water system,

{3) Semarany Environmental Studies: The joint ﬁentute of Burnsg-
McBonnell /Trans-Asia (BM/TA) ar= to prepare the same reports
as described above under Surabaya Environmental Studiles,

(%) Suvaksrta Desfgn: BM/TA will prepare the final design of & new
247 inch potable 'water transmission main to supply the city and
diatxibution aystem improvewents. '

{5) Jragung Lam: A consultant is expected to be selected by
August 15, The contract will call for further geological
investigationa and updating of coats and economic studies.

{6) Noxth Sumstra Electric Power Long Range Planning Study: A con-
tract hag been awarded to a U.S. congulting firm for $305,000
to condact & study of electric power requirements in the pro-
virces of North Sumatra and Acsh and the prepariation of a load
and enexrgy forersut for the next 15 years and development of
plans for genersclon, transmiseion and distribution to serve
these loads. Scheduled study completion date is September, 1976.
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(3) Hest Jsva Interim Generation I spnd IT (ongoing)

AID loans tetalling $13.3 million were authorized in fiscal year 1973
(Fhaue 1) and 1974 (Phase 1I) for the procurement and installation of
four gas turbine generators with a totsl capacity of 104 MW. This
intexin geaevetion will provide base power for the Jakarta system to
meet the projected load growth end will be used for peak loading after
completfor of the World Bank financed etesm plant. Scheduled comple~-
tion dete is Docember, 1975,

(k) Malaric Conﬁrql (engoing)

A 524.7 wiliton loen for a five-year implementation project was signed
in 1975, The lcan helps finance an all-out malaria control program of
the Mirdstry of Health, which is concentrated on the islands of Java,
Bail and Mudura, and slec extends to the outer iglands, particularly
to the tranomigration areas and sites of nigh priority development pro=
Jeets. AID inputs ara largely logistical auppoxt, commodities, and
training.

(1) Rursl Works (ongoing)

A lean of $6.8 million for implementation by the Mipistry of Manpower.
This news program wiil agsiat the GCI in converting local level food-
for-work payments to crah-waga paywments in small~scale fabor-intensive
sub-~digtrict pubiic works projects, to the poorest and heavipat popu~
lated stese of the natien., The GOL program has baen ongoing for ageveral
years usiag PL 480 Title IT food ae payment but begen incorporating the
cagh-wage peyment replacenents beginning in mid-1974.

(m) Aczh Ropd HBerterwent {ongoing)

Thieg losn, for $10.3 willion, will assist in upgrading and construct=
ing nearly 400 kilometers of roads and bridges within the northern
Sumatzen high egricultural potential prevince of Aceh. 1In addition

ta th2 comstruction componeni, the loan will finance technical advisors
to improve the GOI's institutional capability to adminiater other road
betterment projects. . Construction will begin in late 1975 and should
be completed by the end of 1678.

(u) Luwu Agviculturs] Devefqpment Profect (FY 75)

A loan for §15 million will sasist the GOI In executing & package
of high prioxity, agricultuxal development related activities in
the District of Luwu in the Province of South Sulaweai designed

to inereaze the area’s agricultural productivity, luprove the well=
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being of 1ts poorer fncome groups and build an institutional capa-
bility to plan, direct, znd cvaluate integrated area development
schémes. The ruin couponents of the project include: (1) betterment.
of the main’ trunk roas through the district; (2) rehabiiitation and
extension of two irrigation systems bordering the trunk voad; (3)
establishiment of [our agro-education and agro-busincss centers, two

-of which will service the proposud irrigation schemes; (4) trans-

migration of approximitely 3,500 families to farm the two frriga-
tion systems; and (5) establishment of tha necesgary institutional
and technical capability to undertake this integrated projeet throupgh
the support of trainiug end foceign technical assistance and an
evaluation program, Tmplementation will begin in FY 1976.

Sederhapa (Simple) Irrigation and Land Developmeat Project (FY 75)

The project involves assistance In the upgrading and/or new construce
tion of rfecilitjes and the carrying out of farm level fmplementation
activities connected with 275 irrigation sub-~prejects included 1in the
GOI Sederhana (Siwple) Irrigation and Land Development Program, cover-
ing 110,022 hectares located in 24 of Indonesia's 26 provinces and
special avess, The m2jor characteristic which differentiates the
Sederbana Program from other irrigaticn programs in Indonesie is the
simple nature of the sub-projects to he undevtaken. Sederhana gub-
Projeccs are visualized ag smail-scaie, simple to design, simple to
constiuct, cuapeble of rapild execurion using labor-intensive methods
and relatively fnexpensive. They are expected to have a quick 1impact
In terms of rice production and improvement of the well-being of the
low income segment of the rural population, The $20 million loan will
finance the foreign cxchange coat of long-term and short~term consult=-
ants, overscas training and certasn types of equipment, It will also
finance reimbursemear of a mucually agreed percentage of the predeter=
mined cost of in-courtry trajning; survey, design and construction of'
sub-projects; and necessary farm lLevel implementation activities in
connectien with thesa sub-projects, '

Rural Sanitation Mavpower Developwent Project (FY 76)

The GOI sceks to extend the access of safe water in the rural areas
substantially during the Second Five Year Plan from the present low
level of 1% of the rural populace, thereby greatly improving overall
health conditions. However, the shortage of adequately trained De~
partment of Health employees has beean identified as a key constraint
to the achievement of this objective. This $2-3 million loan will
strengthen the educational system vhereby Indoncsia meets its man-
power needs in the firld of rural sanitation., The loan will provide
upgradirg training to all Department of Health employees currently
engaged in rural sanitation activities and improve the sanitarian
school system producing new rural sanitation workers,
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(q) Higher Apricultural Fducation (FY 76)

This proposed loan will fund the second phase of a ;en-year'project
for the development of quality programs of graduate teaching and
applied research in agriculture at various universities in Indonesia,
+ During the first 5-ycar phase, the two principal institutions in-
velved, Gajah Mada University in Yogyekarta and the Bogor Inetitute
of Agriculture (IPB), were being developzd into centers of excellence
which iv turn assist in the streagthening of agricultural education
In 24 provincial universities. Whereas the first phase concentrated
on the production of top level planners, idministrators, technicians
and researchers at tiie twoe centors of excellence, the emphasis in
the sccond phase will shift to the development of the provincial
universitics as centers of urdergraduate and graduate i{nstruction,
applied rescarch and public service, and will enable them to more
directly support prograums for the rural poor. U,S. assistance 1is
provided through an Ianstitutional Development Agreement with the
Midwest I'miversities Consortium for International Activities (MUCIA)
which inciudes the "niversities of Tllinois, Indiana, Michigan State,
Minresota and Wiscorsin, it provides for the full-time services of
two adviscrs ar Gajeh Mads and two at IPB, (2 Director and a Deputy),
techaical sssiviance ia curricuium development and seminars/research
on @ shori-teim tasls overseas training of a large number of Indouesian
faculty, and sore cemueodity assistance.

(r) Citoncuy/Ciscel River Basin flood Control, Irrigation and Drainage
Project (FY 76)

This proposed $10 million project will provide assistance in the
rehabilitation and upgruding of flood control, irrigation and drain-
age systems in the Citanduy/Ciseel River Basin of Southern Java.

The project will also include construction of a diversion of the
Ciseel River and two new irrigation systems. Assistance will be pro-
vided in project management and O and M of both the flood control

and major irrigation works. In addition, a substantial input will
be made in the farm lavel implementation area. The project is ex~
pected to have a major impact on the area in terms of increased agri-~
cultural production, principally rice, and improvement of the well-
being of the low income segment of the rural population.
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(s) Techaical Aséistance, Consultants and Training (FY 76)

This loan will finance certain foreign exchange and local costs
of project development zctivities, technical assistance and train-
ing, primarily in the sectors of agriculture (including irrigation),
health, and educatioun. As in the case of the Project Development
Loau (497-u-027) this loat would finmance feasibility.and other

: studies related to project identification and development. In
addition, however, loan funds could be utilized to finance technical
assistance to GOI agencies in the form of consulting services to
assist with plenning, budgeting, institutional orgauization, etec.
8s well as training related tv such asslstance.

(t) Program Loau (engoin;:)

Tin dredpe, Surveillance Rodar and Surabayva Gas Turbine

L= e R0 & Rl SO it

As part oi the ’rogram Loun procurement of previous years, three
purchases wore nade uhilch can fell into the category of projects.

A tin dredge off Banka Island is being supplied with wajor parts
financed for $2.13 million. The repairs will be complete and the
dredge in operation In 1976. A radar system for Halim airpert is
already installed anc operating, finsnced for 51.6 million. A gas
turbine is being supplied to the electric ageacy in Surabaya for
$2.205 willion. The gas turbine will go into operation in 1975 and
will drive a 25 megawatt electric generator supplied under a Belgian
ald program,

5. Technical Assistance Grants

The U.S5. is providing technical assistance funds for projecte in
sectors to which the Indoaesian and U.S. governments accord high priority,
These funds sre :uscd to [inance advisory services of U.S. technicians,
overseas education and training for sclected Indonesians, and some equip-.
went and supplies to support project activities. Specific project acti-
vities being funded in FY 76 are described below:

AGRICULT URE/RURAL-REGIONAL DEVELOPMENT

(a) Asaistance to Agriculture

The Indonesian Government has assigned top priority to increasing
ggricultural production during the curxent Five~-Yesr Development

Plan., The emphasis 1s on increased production of food grains (prin-
cipally rice) through wide-scale promotion of new technology based

on the introduction of high yielding varieties, more extensive use

of fertilizer, greater availability of credit and an improved market=- .
ing system. Incentives incluvde a "floor price'" for rice at a level
which makes the use of the technology profitable when properly applied.
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This project is designed to strengthen the administrative cepa~
bility of the Ministry of Agriculture to identify policy, and to
organize und implement programs to put it into effect,

In the current year, Lhree sub-projects are planned for funding
which were identified vhreugh pre-project appraisal under this
project: Inland aud Brackish Water Fisheries Txpansion, Secondary
Creps Intensificatior, aend Kabugaten Rural Development Management .
All three projects hcve considerable potential for benefiting
swallholders.

(1) Secondary Crops Intensification (FV 76-79)

Lhe yo021 of this sub-preject 1s to Increase smallholder produc~
tion of major secondary food ¢reps, such as maize, soybeans,
gorghum, peanuts. cussava, and sweet rotatoes. Project experi-
ence would, cvenlually, be csed in soveral arcag, but itz fni-
tial conceutration would be in kabupaten Indremayu in northwuest
Java, itk increased production of these foodstuffs, both in-
creased neiritior and inrcome would accrue Lo the producers.
Toese will cesult from the develcpment of the appropriate tech-
nelogy for extension to the farmar, currently being evaluated

on existing demonstrztion vites, and from an in-depth examining
of the zrca's warketing system and its needs for market informa-
tion. Techuniques for the accelerated dissemination of technology
will also be developed., AID Inputs will include one agronomist,
one marketing expert {(both full-cime), other specialized con-
sultants, participant training, and limited commodities, The
GOI will upgrade its Ministxy of Agriculture Extension Service
activities ond accelerate its outreach program through its
agency for cducation, training, and extension.

(2) Inland Brackish Waters Fisheries Expansion (FY 76-77)

The GOI has idertified fisheries development as a priority area
in its Second Five Yeer Plan and calls for an incressed rate of
fish production of 4% per year. This project will demnnstrate
improved fish pord construc:tion producticn technology and pond
management in Aceh and North Sumatra provinces, and train
fisherivs extension workers teo provide innovative tecuiniques .
and materials for the delivery of this technology. AID will
provide long-term advisors, participant training and commodities,
while the GOI will provide preduction craedit for producers,
trafning and demonstration facilities, administrative and tech=
nical staff support and local costs for U.S. advisors.


http:BrackL.ih

(b)

(¢)

- 19 -

(3) Area Develesment Planning and Management for Central Java (FY 76

The primiry ~hjeciive of this sub-project is to develop and iu-
troduce techniqu~: for quickly and accurately defining the ne«ds
of the rural posor and respending to those needs through the ex-
igtine goveramental strvctuse and progrars. The proposed two-
year sih-sroject 1 a pilac offort to apply a systems appreach
to the sannpgement ard plarning of rural development efforts at
the kebusaten lev-1,  Under thie project, a teawm of consultants
will be bhased at o sclected provincial capitel and, at the di-
rention of the governor, will be assigned to work with four or
five specifiad kobupaten. The preject rhould be viewed as a
practica’ wurkshay for kebupaten officials whers they will work
thyoue) actusl pionning exevcises, atiliziag problem-solving and
goai-setiing techaiques, ander the guldance of the combined con-
sultan: team. The sub-project 1s expected to require 3350,000 from

AID, ‘tho GOI will previde housing and vehicles for expatriate personnel.

Agriculture Resernrch

The purpose of this project is to develop a more effective crop resecarch
capability in Indoncsia with emphasls on rice agronemy and breeding,
research statistics, and multiple cropping. A contract with the Ioter-
national Rice Rescarch Inatitute (IRR1) in the Philippines constitutes
the major pect of ATR's share in this multi-doror effort which includes
Japan, The Netberiands and the Ford Foundatiomn.

The current AID-financed conrruct provides the full-time serwices of
four specialists in pilantbrceding @nd research for rice and other crops,
plus an agricultural cconomist, a1l working with the Central Research
Institute rer Acricuiture at Boyor, in coordination with the Indcnesian
National Rice Research: Program urder the Minlstry of Agriculture. In
addition, :raining at IRRT in the Philippines and in the U.S. and cther
couniries iv proevided for staff of the institutes participating in the
project.

Voluntacy Agency Co-Financing

In an eflort to wmultiply 2nd improve local-level development activities
{n ¥ndesesta within the priority sectors of agriculture, health end edu-
cation, the ¥.S5. is contributing financial support through co-finan:iag.
Selected small-scale cormunity development projects which are planned
and implemented by several U.S.-based voluatary agencles such as CARE,
Catholic Relief Services and Church World Sorvice, are jointly co-financed
by USALD, the voluntary agency and local govermnents/citizens committees,
Twenty-threc sch-projects have been approved in such fields as credit unicn
development, nutrition, rurzl public works, public health, irrigation, and
vocational trraining. By the end of FY 75 grant funding will reach $346,000
and by the end of the project in FY 77, 51 willion is scheduled to be obli-
gated. An evaluation and review of the preoject is scheduled for Scptember,

1975.
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(d) Area Developnent Project Planning

In the current Five 7fear Plen, the central government has sought to
increase the participation of provincial level authorities in agri-
cultural slamnirg and development through the establishment of plan-
ning enits in each of the povernors' offices, called PAPPEDAS, This
project will assist sclected UAPPELAS in designing eight development
Projeccts. ‘vhe asalstance will improve BAPPEDAS planning procedures

and the capability of econcmic analysis and the projects, after imple
mentation by the provincial governments, will improve the standard of
living of the¢ vural vaor through improved agricultural production and
rural employment. The assiscance will include technical advisors and
short-term training of provincial planners of 2-4 months in progressive
planning vmits of other developing countries. Currently, the selection
of two proicct plarning sites 1s under way,

POPULATION AND HEALTH

(e) Populatien and Family Planring

Recognizing that unchecked population growth could negate the benefits
of econcmic growth, the GOI initiated a famlly planning program in 1967.
Then, in Jure, 1970, the President inavgurated the National Family Plan=-
ninz Coordinating Board and began 2 concerted effort to accelerate pro=
gram progress. Since that time, GOT budgetary allotments for the National
Family Planning Program have dramatically increased each year, reaching
the equiveleat of over $12.5 willion in the GOI FY 75/76. 1In terms of
expenditures, the GOI has been the largest program financier, and AID
has been the major donor with the muitilateral agencies, UNFPA and the
World Bank (IDA), following closely behind. The dounor effort has been
an international one with over twenty agencles providing assistance,.

Through ¥Y 1975, AID has obligated approximately $25 million through its -
bilateral grant assistance program to the GOI population sector, About

+ $15-16 million of this assistance has been obligated. to provide over 90
million cycles of oral contraceptives. Other commodity assistance has
consisted of ccndoms, vehicles, and specialized medical equipment. AID
has alsc contributed to:

- development of village and sub-~village contraceptive supply centers;

- expansion of the program into the commercial sector, especlally with
the offering of condoms through "jamu," or traditional wedicine dis~
tributors;

- assisted in the develop&ent of a cadre of health education/family
planning specielists;



- stimulated the develepucot of manpower for leadexrship functions
in planniuy, administering and evaluating comprehensive MCH/TFP
svrvices;

- vollaborated {n the development of innovative research and de-
velopmeat activities to promote, test, and evaluate new direc-
tions In the population sector;

- sponsured long and short tewm training.

In crder o pauge the effectiveness of the fam!'y planning program,
USAID supporced the 1973 fertility/mortality survey to establish bage=
line populetion measures. In addition, USAID plans to provide support
to the GGI's 1976 Intercensal Survey and cooperate with the World Ferti-
lity Survey in Indonesia. These surveys will allow an evaluation of the
family planning program's impact on fertility,

In addition to our bilateral contribution, AID has Indirectly provided
assistance of spproximately $0.8 to 1.0 million yearly to the GOI fanily
planning program through support to local programs of such organizations
as the IPF¥, Pathfinder, Population Council, FPIA, AVS, Asia Foundation,
and World Education, Inc. and others. These organizations have played

& key role in pioneering services and offering trainiung, IE&C, rescarch,
and population education assistence,

With these resources, the National Family Planning Program presently
offers services in 3,018 clinics, 2,482 on Java and Bali and 536 on the
ten outer island provinces included in the GOI program. In additiom,
10,000 village contxaceptive distributfon centers have been established
on Jave and Bali to facilitate acceptor maintenance and resupply. Over
4.7 million new acceptors have been recruited into the program during
the last six years. Estimated March, 1975, incidence and prevalence

of contraceptive use via the GOI program appeara below:

Cumulative New Current Users
Acceptors as % ag % of Married
of Married Womern Women

Area Population Ages 15 - 44 Ages 15 = 44

Java/Bali 84,1 milifon 347, 18%

10 province outer 33.4 million 6% 4%

island program

10 additional outer 11.5 wmillion NA NA

island provinces not
yet included in GOI
program
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The average acceptor is 28 yeurs old, has 3 1living children, less
than 6 years of cducation and is the wife of & farmer, manual laborer
cr fisherran. These results have been achieved at a total cost per
new acceptor of approximately $1i0.

Although progress has been impressive, Indonesia's population grouwth
problem is far from being resolved. Even if the GOI goal of a 507%
reduction in fertility by the year 2000 is met, precjections show that
by the year 20060 Java/Bali alone will have to support a population of
134 millien. Cleaxriv. more time, attention and resources must be de-
voted to eacouraging participation in the program and sustained ccatra-
teptive us2. At che same time, more concerned efforts and greater re-
Sources are needed to reach the 50 million high fertility population

in the cuter islands.

Health Rescarch and Development

This three-year project was initiated {n FY 75 to provide direct local
currency cost, participant training and short~term technical advisory
assistance to the Department of Health's Health Research Institute for
the inplemcntation of a variety of rurally-oriented health service
pProjects, and the instjtutfounal developmont of the Health Research
Institute,.

This project is important for the development of the Department of
Health o effectively utilize its increased budgetary resources for
the development of the country's low-cost heaith delivery system,

The activities and resultant information fram this project should
provide reliable health system benchmark measyres, estimates of the
impact of ruval health programs, alternative modalities for hcalth
delivery systens, new insiznts into variables affecting the health of
the rural population, and the selection of aiecas for possible future
project development.

For the imptementation of this project a series of seven-ten sub-
Projects is being funded each fiscal year. To date four have been
funded and initiated,
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EDUCATION AKD MANPOWER RESOURCES DEVELOPMENT

(8) Ceneral Participant Training

(h)

One of the most important constraints on Ivdonesia's economic and
social development 18 its scarcity of skilled technicians. This pro-
ject, which offers selected Indonesians an opportunity to acquire
skills, koowledge and experience, therefore, is of great importance.
The focue 13 on hizh pricrity yields where there s a crifical need
for treined manpower, Since July, 196¢, 1,933 Indonesiauns have been
pent to the U,S. or to orther (nou-IGGI) countries for educatilon or
training under this project, Duriag this period, USAID participant
funding under this project totilled over $3 miltion. An FY 76 USAID
obligation of about $955,000 i{s programmed for the project.

The GCT has increased its cost shaffng’fof this project as well as fox
all participant training by assuming their internationsl travel costs
beginning April 1, 1975. 1In addition to the travel costs, the GOI
maintains the participants’ basic calary and all pre-departure costs
such as domestic travel, wmedicals and passports.

AID ond its predeceasor agencies have supported overseas education
and tveining for neaxrly 6,000 returned pavticipants since 1951, Many
of these returned participants nre scaifing important Indonesian in-
stitutions and departmants.

Educational Finance (FV 75)

This project, designed to serve in the preparation of the Third Five
Year Plan, will provide assistance to the Ministry of Elucation for
the development of criteria to realistically ard propexly uliocate
budgetary resources to provinces and district cducational programs,
This will be accomplished through an improved data collection and
reporting system on the owisting allocatica of public and private
resourcas at all levels of the national education and training
systems, and on the identity and needs of those who receive cduca-
tion in the schoois. A series of studies will be underraken at two
pilot demonstration aceas (W. Sumatra and C, Java) to develop iethods
of f{inancial distribution and analyrze the effcects of various factors
on resource allocdtion. Primary focus vill be placed on an assess~
ment of the effects of private school fze. on the population’s access
+~ aducation and on mcthods to improve the ossessibility of cducation
and the moYilizstion 5f local community and natjonal resources into
edvcationgl progvams.
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(1) Nonformal Education (FY 75)

This project will increase the cepability of tthe Office of Educational
and Cultural Research and Development and associate institutions to
perform nonformal education research and development azctivities, Two
pilot sites in South Sulawesi and Java will be developed for the es-
tablishment of ccmmunily-rescurce based nonformal educational learn~
ing centers, which will emphasize functlonal literacy in a variety

of programs, especlally targeted for the yural, out-of-ccheol poor
between the ages of 10 and 24. The community learning system will

be coordinated at the kabupaten level and functional at the village
lJevel. USAID funds will be expended on short-term advisor management
specialists and research specialists, participant training, and a
one-year resident edvisor.

SELECTED DEVELOPMENT FROBLEMS

(3)

(k)

Narcotics Control

The purpose of this limited assistance project begun in FY 74 1is to
assist the COI througk the National Navcoties Coordinating Zoard
(BAKOLAK) 1in establishing, developing nnd inpiementing che national
drug abuse program. It primarily provides inten~disciplinary train-
ing, short-term consultants and wdvizary assisrdnce, and limited com-
modity support to Indonesien mediial, soctal, edacation, ard enforce=-
ment agencies. Project activity centers include Jekarta, Bandung,
Surabaya, Yogyakarta and “edan,

Prcject Development Activities

Special funding is provided for selected surve,s, feasibility
studies, speciaslized ronsultancies, snd project identification acti-
vities in the three priority sectors of Food Production-Nutrition-
Rural Developuent, Pcpulation-Health, and Educaticn-~Human Resource
Development, These activities provide the bave foundations for the
planning of future developmental projects and prograsms in Indonesia.



