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the Indonesians tried unsuccessfully to govern their country with a
 
system of parliamentary democracy based on the Western European pattern.
 
As parliamentary goverrent became increasingly ineffective, President
 
Sukarno, the chari:iatic frth-r of the Indonesian Republic, gradually 
assumed m.ore aud more. p-.-:er. Yn the later 1950s, Sukaxno dismissed the 
elected parliamolk .. d i:atroduced an ;uthoritorian system of government 
which he called "(Ctided Democracy." At the same time, he nationalized 
most of the foreign ontc:rprises in the country ar.d emerged as a spokes-
Ma n of ., e" " e.-Vih e2vdo '!-)urtric* .hom he pictured as vict.ms 
of the .mperiali..ti.c "Olid Estnblished Forces.." Under "Guided Democricy" 
the economy of Indonesia deteriorated rapidly as production and trade 
declined and prices soared. In the eai'ly 1960s, the Communist Party of 
Indonesia (FKIl) grew rapidly, Clina and Russia became the major donors 
of foreign assistance to Indonesia, a campaign was inaugurated to in
corporate Dutch New Guind into the Republic, end a military "confronta
tion" with the neighboring stzte5 of Singapore and Malaysia wa3 launched. 

The aituation changed abruptly after September 30, 1965, the date 
of an ahborcive Counmunist coup which led to fundamental changes in 
Indonesiars political life. Withirn ei,:hteen months, Sukarno was re
moved from power, Cener.-I Suharto established control of the govern
ment and rallicd.1 the cotun-trv to eliminate the Cemmuniv;t party. What 
followed wa: a national revolt against Communism uhich extended to the 
village leve. itn 1967. General Suharto became "functioning" president 
and in 1968, he was elected president for a 5-year term. 

The "New Order," composed of a moderate army leadership working in 
-cooperation with civilian "technocrats" whos first priority was eco

nomic and social develop.,ient, iras introduced by Suharto. Work began 
on economic stabilization in 1967: measures were talen to attract 
Western cap!.l, ;-he fnter-6overnment Group for Indonesia was also 
established and treaties were included to provide special guarantees 
for Investnmcnts in TVndoiesia.. Measures ,were taken to stabilize the 
rampant inflation which had increased roughly 6507 between 1951 and 
1961.
 

In July, 1971. general parliamentary elections were held.follow
ing the passage of the Election Law which allowed for government 
appointment o" a certain number of seats. The results of this elec
tion showed the relative strength of the government supported party --
GOLIKAR. 
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PART I 

A OVERVTOW 

A. IIISTORY 

From earliest historical times the archipelago nation of Indonesia
 
has been a strategie passage between two oceans 
-- the Pacific and the
 
Indian -- and a link between two continents -- Asand Australia. In
 
the First Ceatury A.D., Hindu merchants visited the islands and began

0 prosperous trade in exotic spices. 
 In the 9th and 14th Centuries,

wespectiveiy, Indonesia's two great empires, Shririjaya and Vajapaslit

became powerful by gaining control of the international trade passing

through the Straits of Malacca. Later Chinese, and then Portuguese,
 
Dutch and English seafarers joined in the trade with the "Spice Islands."
 
In 1619, the Dutch established their first bridgehead in Java and began

the process of expanding their control throughout the different parta of
 
the archipelago. This process was not completed until the 20th Century.,

although in the 17th Century the archipelago became known as The Dutch
 
East Indies.
 

The Dutch governed the Tndonesian archipelago for about 300 years

until 1942 when the Japanese occupied Indonesia at the beginniug of
 
World War IT. Under th-r 
direct rule of the Dutch, various economic
 
activities were promuJgated on Java which undermined the potential for
 
later economic development. In the 18th Century the Dutch began to
 
lease areas of Java to Chinese entrepreneurs fr their control. Through

this process, the indigenous market class was largely eliminated and its 
strength has not yet recovered. Then, in the 19th Century, roughly be
tween 1330-1870, the Dutch established the cultivation system and net 
profit policy, shich forced the peasants to produce a varying percent
age of export crops. The Javanese local aristocracy was established as 
regen s for tha Dutch and given almost feudal powers. As a result, the. 
authoritative content of Javanese society was increased, especially

between the village and the political structure above it.
 

An independence movement had arisen in Indonesia in the early 1900s,
 
and shortly after the Japanese surrendered the nationalists proclaimed

the independence of the Indonesian Republic 
-- August 17, 1145. There
 
followed four years of revolutionary struggle against the Dutch who
 
attempted to re-establish their control over the archipelago. Finally,
at the end of :949 and under pressure fxom the United Nations, including
that of the United States, the Dutch withdrew their military forces and
 
recognized The Sovereignty of Indonesia except for New Guinea. 
In 1968
 
West Irian chose to become part of Indonesia. During the next seven years,
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On March 23. 1973, --'esident Subarto W83 re-elected to another 5-year

term of office. The Governmeat has taken a new course of action since the
establishment oF the Second Five Year Plan In 1974/75 
-- its emphasis onemployment gcnratrlon, #.proved income distribution, and rural development.
The gravity ot the p-:escl1t. social and economic situation has been furtherre'alized 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 %.NDGEOGRPHY 

Indonesia consists of 735,000 square miles of land (about three times
the size of Texas) and claims territorial waters almost four times the land
area. From East to west the more than 3,000 islands extend over a distance
of 3,200 miles. 
The five largest islands are Sumatra, Kalimantan (Borneo),

Sulawesi (Celebes), Irian Jaya (the western haif of New Guinea) and Java.
There are 26 provinces, 287 districts, 3,270 sub-districts and approximately

47,000 village entities.
 

Indonesians now number more than 132 million. 
Statistics are unreliable-,
but the population grouth rate is estimated at 2.2 1 0.2% 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 people per square
mile, in contrast to some of the outer islands where the population density

is 2 per square mile.
 

Although Indonesians are primarily of Malay stock, the population includes a large number of distinct ethnic groups Vith their own dialects, 
customs and social organizations. 
The Javanese are the most numerous,
accounting for ;)vr half of the total population. two of the most famous
cultural groups are Hindu andthe Balinese the matriarchal Minangkabau ofWest Su.matra. Vie Chinese, who original'ly cane to the asislands tradersand latcer n.7 labore.-rs for the Dutch, number approximately three million.Like the over,_ is Chiac.-( comunities in other Southeast Asian countries,the Chinese or,,r.:nity in Indonesia is economically very powerful andseparated from the rest of Indonesia society by cultural differences.
About 90% of the people are nominally Moslem, animistic and Hindu/Buddhist

about 2%, and the remainder are Christian. 
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C. ECONOMY AND RESOURCES 

Crude oil production is estimated at about 500 mil!i.on barrels for

GOI FY 1975/76. 
The gross value of crude production is projected at
billion for 1975/76. $6.3


The net result of oil account earnings and the current projection for the remainder of the balance of payments is an estimated continuati,,! of net foreign exchangc 
 reserves of $900 million during
GO FY 1975/76. COT tax revenues from the oil sector are estimated at $3.0
billLon---over 50% of goverrient domestic revenue. 

Agriculture is the dominant activity in the economic life of Indonesia.Including forestry and fishery, it accoua.ta for 40% of the national income,
employs 63R of the population, and accounts for about t;.o-thirds of th;country's foreign exchpnge eaningLs (excluding petroleum cwports). Production of rice, the gnout important crop, increased rapidly in the 1968-71period but weretheru ucmbscks in 1972 and i973 when more than 107 of
rice consumed hd to be imported. Production 
the
 

during 1974 and 1975 appearsto hav0 incrcased significantly. Tfhis plus large of ricestocks insurcs 
Indonesia of ample rice supplies this year.
 

A great re:source for Indonesia is its forests and unutilized lands--
122 million hectares--...of which '45 million hectares are currently in productable forest. The Gever ment of Indonesia has reserved some 24 millionhectares for permanent forest exploitation. From 1967 through 1972, the government granted or agreed to 203 logging concessions in 19.1 willion
hectares of foret land to local and foreign invJestors in joint vcnttire.
Timber has becomenow tho second l-rcest source of export carnings ($750million in 1974). Rubber produced by estates (pl-.ntations) and by smallholders ws the third largest export ($500 million in 1974) and accounted
for a-bout one-fou-th of non-oil exports. 

The most i!',',ort ant export is petroleun. Tindonesia is the only majorpetroleium producer il Southe .st Asia, and currently oil exports thearelargest source of ferciga cxchargc -:arnings. Net foreign exchange earnings from ..)i1 uul e0 millioa in 197, $2.6 billion in 1974, and Lireprojected at about $2.7 billion for 1975. More than 40 foreign firms are actively engaged in exploration and production agreementsunder signedsince 1967. Copper, nickel and bat.:xitc mining ventures are also beingactively pur-ued. "ndc-.'_ia possesses many other natural resources, butknouwn reserve- .-re small because geological r.apping has been completedon enly 5% of lnd.esia''area.tend Non-oil exports increased 100% in
1973/74 but hsvu remained constant since then due to the world-wide eco
nomic slowdown. 
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Although the country has impressive natural wealth, the people have
remined poor. Average per capita income is estimated at about $200, one
Pf the 0 owest in the world. 
Many comple' "ocial, hieto ical and geographical factors contribute to this poverty, but perhaps most notable among these
were the policies of the Sukarno regime utich led to declining productive

capacity and uncontrolled inflation.
 

The "New Order" inherited from the Sukarno regime an external debt ofalmoat $2.7 billIon. In 1966 the Westerni creditor nations joined to formthe "Paris Club". hich agreed to a long,term reecheduling of both theprincipal and interest on the "Sukarno debt" to the membera of the Club.Thin debt 
is now being repaid in annual fnetallments over a thirty-year-period from 1970 to 1999. Contractual intereat accruing from 1970 will bep-!L in tifteen annual inotallwents beginning in 1985. The entire arrangencnt is subjct-, to renegotiation on the initfttave of either Indonesia or
the creditors tit any time after 1980. Similar debt reach,duling agreemente have also been negotiaLed with the Soviet Union and other EastirnEuropean countries, The "New Order" has, of course, acquired new externaldebts, approximately $3.6 billion since 1967. 
 Moat of this new borrowinghae been on "soft" concessionai terms for basic infrastructure and produc
tive enterprise. 

The dom-sric economic policies of the Suharto government Included astabilization program which effectively reduced inflation from 629% in
1966 to about 8% in 1971. Inflation rose to 25% in 1972/73, due to rice
shortages at the end of the year, and equaled 47% in 1973/74 due to a
variety ef factern,. 
 Most important among these were rapid increases in
bank credt, export earni.ngs, and prices of imported commodities. The
GOI took steps to control the inflationary problem and price increases
 
fell to about 20% during 1974/75.
 

GoVernment revenues nearly doubled during 1974/75 and are projected
to increase by abo 
- 60% during 1975/76---primarily due to oil. 
Development e, endirures more than doubled in 1974/75 and are projected to in
crease by' &bout 507. in 1975/76. 
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PART II 
U.S. ECONONIC ASSISTANCE,
 

A. MWIRATFRA MM,ORK 

U.S. econcnic aid to Indonesia wis first begun in 1943. However, it was
temporarily terminated in 1965 because workirg relationships had becomt in
creasingly diifcul, a.der -he Sukarno regirne. 
 In 1967, following the es
tablishment oZ a "t ,_'Order" under Sulsito, the U.S. Joined with other govern.
ments and intvrnational or,4ni..eaicns to form thz Inter-Governmental Group on
Indonesia---the ICd. The aim o_ the Group was to extend economic assistanceto the GOI for the purpose of its stabilization and rehabilitatton program and
 
subsequently for ,,eting the need of cxternal financing for Andonesia'n First
 
Five-Year Plan. 
As a consequence of the success of the stab:Llization program,

the U.S. and other donors have been able to shift the emphasla of assistanct
 
from stabilization to economic rehabilitation and development, during ,he

latter part of thc rlrst Five-Ycr-r Plan and the Second Five-Year Plan.
 

The ]t,(;I is eompu-ed ol* Indonesi;: and fourteen other member countrLes:
Austria, Auht'rnlia,:Velgium, Canada, Dcnmark, France, Germany, Italy, Japan,

The Netherlands, New Zealand, Switzerland, United Kingdom, and the United

Staten. The Vorld Bank (13RD), the Internat.onal Movetary Fund (IMF) and the
Asian Development Bank (ADio) are also members of the IGGI. 
 The IDF plays a
 
key role in developing economic stabilization requirements; the World Dank i
 
instrumental in identifying development needs.
 

The Scheduling and Preparation for IGGI Meetins.a
 

In the recent past, the Inter-Governmental Group on Indonesia (IGGI) has
 
met twice each year in The Netherlands, around December and April,. The first

meeting was the occasion for a discussion of the developmentL problems con
fronting Indonesia and for the presentation of the IBRD and IMF analysis of
the current economic situation and the economic prospects and ass-istance needs
 
for the coming year. Most donors made their assistance pledges at the second

meeting inApril. For 1975 and 1976 this procedure has been altered, howeverg

in light 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 Bank would 
undertake a comprehensive assessment of Indonesia's development program, includ-

Ing an evaluation of the role of oil revenues in the financing of Indonecia'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, IGCI meeting the discussion centered around the conclusion of the

World Bank report that recent increases of Indonesia's foreign exchange from
petroleum production is modest in relation to the huge development needs 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 report on the employment aspects'of the Indonesian
 
development program.
 



Plegng ForMlee and Levels for the. IGGI Members 

Through FY 1973, the U.S. pledged to provide one third of the Indonesian 
bilateral aiC dollar request, although the basis for calculating the U.S. 
contributions ,.hanged somew-haL over the years. There has been some diffi
culty in r-ce ing pledg2 levels in the past few years. The Japanese have 
also pledgee te provide one third of the request, although in recent years 
their plcdves lavc .aatuilly exceeded those of the U.S. Other countries 
and multilaceral organizations do not base their 9ledges on formlac, but 
have tended to increase their pledges each year. 

For 1975/76 the total IGGI pledge is a substantial amountt about $900
 
million. The terms of assistance are some-Aat less concessional than those
 
pledged in 1974/75.
 

In May, 1975, the U.S. had difficulty in estabiishIng a consensus on 
the level and tarms of U.S. Government assistance to Indonesia. The 1975/76 
pledge of $61 million (including $11 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 Indonesia. On the other.hand, 
with the exception of PL.480 Title i, the U.S. did 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, IGI meeting recom
mended that roughly three fourths of the foreign aid ftuds to Indonesia pro
vided from 1975-1980 should be provided on a concensional or semi-conces
sional basis. 

Assistance Programs Within the Multilateral Framework
 

As of the end of CY 1973, the IBRD/IDA/IFC and the Asian Development 
Bank (ADB) had committed about $606 million for capital assistance loans
 
for basic infrastructure, agriculture, and industry projects. The ADB
 
also provides grant funds for studies and advisory services. The UNDP 
and 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 Ministry 
level. The TDP undertook to plan for Five Year Country Programming 
in coordination with the 01 Second Five-Year Plan, In 1973, the UN 
technical assistance program amounted to approximately $30 million. 
Their in-country staff of advisors and technicians is expected.to reach 
nearly 300, excluding a resident staff of about 17 maintained by the 
World Bank and 15 by the International Monetary Fund. The latter two
 
groups function as advisors to the Indonsian planning agency (BAPPENAS),
 
the Central Bank, and the Ministry of Finance.
 

http:expected.to


The bilateral donors function mainly at the project level. 
 BIlateral
project assistan-e pledges have risen steadily and reached a level of
Gbout 
900 million for IGGI year 1975/76. Annual technical
grants have c'ualed about $3 	 satstance
million recently. 
The bilateral donors
are also the source of all balanrce of payments (conmidlty import finance)
and food aid. 
 Cordin,uion among bilateral and multilateral donors is
carried out 
partially in this context and partially through additional
consulLation with the Tndoneglan plnning agency, BAPPENAS. 
The latter
agency is by a Varvard Development Advisory Group under a Ford Foundation
financed COm.ract. 
 BAPcPEAS, together with the XBRD and its advisorp,draws up information cccerning capital and technical assistance projectsfor which donor financinng will be requested. In a seies of meetings involving BAPPENAS, tha appropriate Indonesian Ministries or agencies andthe donors, gereral agreement: is reached regarding priorities and donor
Interest. and competence. in particular areas.
coordination Day-to-day discussion and
then take- place at the working level. IGGIconitmentn 	 pledges andare surerized in Tables I and II.
 

B. U.S. ECONOMIC ASSISTANCE PROGRAM 

The objective of U,S. 
economir aid to help in .ohelp Indonesia, within
the multilateral framework outlined above, to preserve.economic stability.
and to develop a sound base for economnic growth.ance provided by the United 	 In the pa.st, t1 assist-
States CovernmnentL, within the framework of theIGGI has consisted of rrogram (Comodity) loans, Project loans, and agricultural coinmodities under PL 480 Title I. 
In addition, outside the IGGI
framework, the U.S. provided grant financirg for technical assistimce and
for agricultural comodities under PL 480 Title Ii,
(Conmodity) loans, have been phased out, and in i975/76 technical assist-


Since 1974, Program
 
ance grait 
financing of $11 million was incltuded in theU.S. 	economic assistance to Indonesia since FY 1966 i 

IGGI pledge. Total 
ahown on Table II.L.RRedirection of t.'he AID Pogram aLonp lInes reoufreA hy Fr.v 1974 

FLren Assi7tance Leislation 

AID's legislation for FY 1974, in a major departure from previous
years, specifically directs US. 
assi.tance efforts toward improving the
quality of life of the poorest people in the developing countries through
new programs in the functional sectors cf agriculture and rural development.
health and population, and education and manpower training. 
For the AID
program in Indonesia, which has been primarily focused 	on the problems of
stabilization and rehabilitation of infrastructure, this means a very sharp
change in direction.
 



AID's concern with those who have not benefited from Indonesia's

development .gaius comes ht a time When Indonesia's own perception of de
velopment objectives is changing toward much greater emphasis on employ
ment generation, equity, and regional distribution. President Suharto

hae 6tated explicitly that the Government will attempt to manage de
velopm-ent during the Second Plan Period so as to effect a wider sharing

of the gaino of growth. Moreover, the civil disturbances in Jakarta in

Jsnuary, 1974, were a further warning signal of substantial social aij

economic discentent end it 
can be expected that the Goverment will press

foriewrd wiMh efforto to effect a more socially just diotribution of in
com I. Ind",easa. 

U,S, ead to Indonesia han undergone a major transition---programlend:lng h~o bean discontinued (primarily because Indonesia'a case for
fcreign exchange finanring is 
a weak one) and a number of new Initiatives
 
which reri designed to more directly meet the needs of the poor majorityhave been authorized while 6 numnber of others are ca the drawing boards.
These include projects in malaria control, rural water supply and sanita
ti.M small scale irtrgation (primarily in the outer islands), an inte
grated development scheme on Sulaweui, the improvement of provincial plan
n2ig, the !v~provement of rural roads in Aceh province at the northern tip
of Su:matra, the possible expansion of an ongoing activity in higher agri-,culturql education, and a rural public works program called the Pedat

Kirya program which wan previously supported on a food-for-work basis
 
under IM 480 Title II and to now funded undex the Rural Works Loan.
 

2. PL 480 TITLE I 

Agricultural comnodities have been provided by the U.S. on 40
•yetr concessional lending termw authorized under Title I of the "Agri
cultural Trade Development and Assietance Act of 1954," as amended

(Public La.w 460). The sale of these cmowditiee,by the GOI has gen
erated revenue for the Indonesian development budget. Title I com
lill.tiee 
are primarily rice, cotton/yarn and wheat/flour, See Table IV

f;r details of theze oales agreements. Due to shortages in PL 480

comdiien in FY 74, there was a major shortfall in PL 480 from the
 
plamz ed trget. The rf 75 PL 480 progxam consisted of $40.9 million

for raw c~otton, 



3. PL 480 TITLE II 

Uncer 7ttle II .f PL 480 t U.S. agricultural comuodities such as

bulgur and dried milk are donated to Indonesia to assist in several re
lief and developm'cnt activities, Voluntary agencies, including Catholic
 
Relief Service-'. Church World Service and C.RE, .receive Title II support

for a wide variety cf programs which range from food-for-work to mother
child feeding programs. Title II ceirnodiiy grants are also being made
 
to U.N. World Food Program projects in indonesia." The National Focd-for-

Work Program, funded previously under Title II, bas been converted into
 
the Rural Works Loan.
 

4. Development Loans - Capital Prgects 

As a resilt of the success in economic stabilization programs and
 
successful large-Gcale infrastructural development and rehabilitation pro,

jects, new prioriLic as established by the Ge0 in AID New Directions (be
ginning in FY 1974), 
as well as other donors, are refocusing on the social
 
and rural development sectors.
 

A list of the U.S. loans to Indonesia from 1969 thriough 1976 is
 
given in Tablce VI. The followIng describes the status of ongoing and new
 
loans during the :ur:ent nmplementation period: 

(a) Gresik CencL PLant _x~ansion_(ongcj_
 

Indonesia's rest.,rvps of )imesrone and clay are large, yet substantial
 
imports of cement are presently required to supplement limited domestic
 
production and meet market demand which is expanding rapidly. 
The
 
major Indonesian source for cement has been the Gresik Cement Plant
 
in Surabaya, which wa; comple'ed in 1958 under Export-Import Bank
 
financing. An AID development loan made in FY 1969 .amount'n§ to $5.8
 
million has financed the expansion of the plant's annual capacity
 
from 375,000 LO 500,000 metric tons of cement. When construction
 
was completc- in 1972 this represented a 20Z increase in Indonesia's
 
production of cement 
ard a saving of about $2 million annually in
 
foreign 'xchange. Thu Morrison Knudsen International Construction
 
Company wns nwarded a turnkey contract for the project.
 

(b) Pusri Fertilizer Plan Expansion (ongoing)
 

The U.S. hian 
joined Japan (OECF), the IBRD and the ADB in providing total
 
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 g Japan

$12.5 million, and the ADB $10 million. The Government of Indonesia hai

provided an additional $33 million in local currency. A British firm was 
selected an the consulting engineer for the project and the firm of M.W. 
Kellogg, Tnternational was selected as general contractor. Construction
 
was corpleted in 1974.
 



(c) Centra ,ra Po.er Req.abiliraJ,ion end Exanston - Tuntang (ongoing)
 

A study oLI the long-r.tuigt requirements for electric energy in central
 
and wescerrn java idcntfied additional generation. transmission and
 
distribution facilIti netted to meet such requirements. The long
range studv alSo rOcc.mi,.r.ded the introduction of United States design 
and constructir , pra,'.ices ::.standards for Indonsian electric dig
tributlo" .iyj~t !is. A- a fir.st qstep in providing the needed facilities, 
AID made a $27.? -nill.on loan to .ie state electric enterprise (PT"') 
to finance the forelg-, exch.rnge costs of rebbilitatIn" the Tuntang 
electric powar ..sti:m, Four major cities' - Semarang, Yogyakavta, Solo 
and Magelan plus fifteen villages will have their overloaded and out
dated distrib,.tion systems rehabilitated under the project. To cope
 
with sever, '-ortages of getneration capacity until construction of the
 
ATD-financed Central Java lTermal Power Plant (Semarang) is completed 
(late 1977), a gas turbine dritvt generating unit is operating at 
Semarang .i:.d a diesel electric generating unit is now under final 
test in Yogyak.rt'a - both of hlch are financed under this project 
loan. A U,.S, contrt, or is providing the equipment, material and 
labor to do che distrbi! ion system rehabilitation work in the four 
citie:s ar"J adj..-nt. "..Qlases and j.p expected to complete that work 
by Au.' ' 1976. Thc -kC<of converting the ru3tomcrs' electric 
service faci1 Ltin.- i:, i Cone by PLN. 

(d) Jakarta-iBoai -Caw (aorAesipn )jiihwa and Construction (ongoing) 

The Jakarta-Bogor corridor is probably the most traveled route in
 
Indonesia and traffic is increasing ever- year, An AID loan for
 
$800,000 was made to the Indonesian Highway Department to finance
 
the engineering and design of a four-lane controlled-access highway
 
on a new nli;nmnint so'.,e three to six kilometer: east of the present
 
road. Dcsigns were completed In 1973 and construction was started
 
in mld-1974 under a n(.r AID loan of $26 million. When completed in
 
19787 tl~e road wtil ndle
-.. over 30,000 vehicles per day, including
 
severl hundred cement trucks from two plants now being completed
 
near the highway.
 

(e) Med~n Electric Power Rehabilitation and Exoansion (ongoing)
 

An AID loan of $13.8 mJ.llion dollars was authorized in fiscal year
 
1971 for the rehabilitation of the existing generating and distri
bution system and provision of a new generating plant. The rehabili
tation program consists of unit overhaul and modification of the
 
existing diesel power plant and complete rehabilitation of the distri
bution system in the city of Medan and the adlcinlng towns of Birjai
 
and Belawan. The new generating plumit of six diesel units will pro
vide 24 MW of elcctric pow.er for the new distribution system. Sched
tiled project completion date is December, 1976.
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(f) Central Je.va Power Tran:;minsion ara.d Distribution Rehabilitation

and -Proi,,ct 
 (ongoing)
 

In a nnner siilar co 
r.he Tunlang Project and baued on the same
long-rang: p!annnS st',dy, 
the Ketenger project will rehabilitate
and expand the e].actric distribut-o system in an area west of the
1
Tuntang project and including the major cities of Pekalongan, Tegal,
Purwokerto atid Cilacap. 
The project consists of three major components  subtations, distribution rehabilitation and transmission.
A U.S. contractor is furnishing equipment, material and labor for
the substations and di,;tribution contracts under AID foreign exchange financing, and 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 a'lso with similar facilities (built uider
West Cerman credits) now going into operation which will serve to
integrate the Tuntang and Semerang Thermal Power Plant projects
wtth the Ketengcr project. Construction work, now under way on
all three components, is scheduled for completion in July, 1977.
 
(g)Central Java Thermal Fewer Plant- Se.aran 
 (ongoing)
 

An AID loan of $19.7 million, supplemented by Government of
Indonesia foreign ecx1iange, was authorized in fiscal year 1972
to assist in the construction of a steam-electrfc power plant
near the city of Semarang in central Java. 
An initial insta&lation of two 50 megawa1tt 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 seve.'-l hundred megawatts whenthe Central Java loads require it. 
Energy generated at Semarang
Steam Power Plant will be transmitted to central and west Java by
the recently ccr:pietedcGerien-finrnced 150 kv transmission lines,augmented by 150 kv transmission under the Ketenger project and by
the AID-financed West Java proJects. 
Completion is scheduled for

late 1977.
 

(h) WestJavaElectric Power Transmission and Distribution I & II (ongoing)
 
In a 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 II). 
 The project provides for the engineering design and construction of a 150 KV double circuit tranmission line from Jakarta, .
through the cities of Bogor, Bandung, Cirebon to Tegal where it will
connect with the Central Java Transmission System and establish an
integrated power system for Central and West Java. 
The loans also
provide for rehabilitation of the distribution s'stem in the citiesof Bogor nrid Cirebon, Scheduled project completion date is July, 1979.
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(1) Pr DeVeloment Loan (ongoing)
 

A loan to the Co 
 in the amount of $5 million was authorized in
 
FY 1912 to finance feesibility vtudiee and engineering/design work
for n1roponed cApital projects. 
Selection ard development of capital
projects is accelerated through the use of this loan. 
At present

three projects se in final design and three others are in the master

plen/feavibility study stage. 
All of the projects being studied and
designed are expected to be constructed using financing from AID, the
World Bank, Aaian Development Bank, or another source. 
A seventh pro
ject, Preparation of a Project Plan for Jragung Dam, has advanced to
 
the contract nwgotiation stage.
 

The implementation status of these studies is as 
follows.
 

.0(I) RD4..nduy s aster Plan and FeaRJ.114Aty _t d* Engi

neering Consultante Inc. 
(ECI) has completed a "Master Plan for
the Basin," a feasibility study on flood control, irrigation,

and drainage for the lower part of the basin, and a feasibility

atudy for reclamation of the Segara Anakan, a brackish water bay
in the lower basin. ECI is now preparing dqsigns for the lower

Citanduy Basin and conducting further studies on the Segara

Anakan. 
USAID erpects to finance part of the construction of
the lover Citanduy/Ciseel River Basin Flood Control Irigation

and Drainage Project with a $10 million loan in FY 1976. 
 It Is

anticipated that the World Bank will fund construction of the
 
Segara Anakan Reclamation Project.
 

(2)lura Evronmental Studies, 
Camp Dresser and McKee offl
cfally st rted work on June 16, 1975. 
They are to prepare Master
Plane for Potable Water, Drainage, and Sewerage and propose methods

of hardling solid wastes. 
They will also prepare a feasibility

study for first stage expansion of the city's water system.
 

(3) kS!mre.Euvi;onmental Studies: 
 The joint venture of Burns
Mc~anneli'irans-Asia (BM/TA) are to prepare the same reports

as described above under Surabaya Environmental Studies.
 

(4) Surnkarta Desi: BM/TA will prepare the final design of a new
 
24- inch potable'water transmission main to supply the city and
 
diatribution system improvements.
 

(5) Jr&unSDam: A consultant is expected to be selected by

August 15. 
 The contract will cell for further geological

investigations and updating of coats and economic studies.
 

(6) North Sumatra Electric PowerLoing Range Planning Stu4y: 
 A contract has been awarded to a U.S. consulting firm for $305,000

to conduct a study of electric power requirements in the pro
vinces of North Sumitra and Aceh and the preparation of a load
and energy forerc.t 
for the next 15 years and development of

plans for generation, transmission and distribution to serve

these loads. 
Schedulod study completion date is September, 1976.
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(j) Veat Java Interim Generation I and II (ongoing)
 

AID loans totalling $13.,3 million were authorized in fiscal year 1973
 
(Phaue I) and 1974 (Phase 1I) 
 for the procurement and installation of
 
four gas turbine generators with a total capacity of 104 MW. 
Thie
 
interim g aerGtion will provide base power for the Jakarta system to
 
meet the projected load growth and will be used for peak loading after
 
completiou of the World Bank financed eteam plant. 
 Scheduled comple
tion date is Dccember, 1975. 

(k) Malaria Control (ongoing)
 

A $24.7 million loan for a five-year implementation project was signed

in 1975. The loan helps finance an a.1-out malaria control program of 
the Mir iatry of Health, which Is concevtrated on the islands of Java,
Bell and Maduran, and aleo oexten te the outer islands, particularly 
to t.h.e trannmlgration areas and ;sites of high priority development pro
jects,. AID Inputs are largely logistical oupport, commodities, and
 
training.
 

(1) Rural Works (onsoing)
 

A loan of $6.8 million for implementation by the Ministry of Manpower.
This ne, program will assist the GOI in converting local levet food
for-work payments to cnh-wage payment 
in smatl-scale labor-Intensive
 
eub'diatrict pubiic works project , ro the poorest and heaviest popu
lated areae of the nation. The GOI program has been ongoing for several
 
yearn using L 480 Title I! food as payment but began incorporating the 
cash-wage layment replacewents beginning in mid-1974. 

(m)Acqh Rond Bctterment (ongoing) 

Thie loan, for $10.3 million, will assist in upgrading and construct
ing nearly 400 ktlometers of roads and bridges within the northern 
Stmatran hlph agricultural potential province of Aceh. In addition 
to the construction coponenL, the loan will finance technical advisors 
to improve the GOIB institutional capability to administer other road 
batte.ent projects.. Construction will begin in late 1975 and should 
be com;plyted by the end of 1978. 

(n) Lmnaw .ultural D.ve foaent.Proiect (FY 75) 

A loan fcr $15 million will as ist the GO1 in executing a package
of high priority, agricultural development related activities in 
the District of L.,wu in the Province of South Sulawesi designed
 
to irzregzr the area's agricultural productivity, improve the well
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being of its poorer Inctrne groups and build an intitutional capability to plan, direct, -nd evaluate irtegreted area development
schemes. 
The -;&in cO,,ponents of the project 
include: (1) betterment.
of the main'trunk road through the district; (2) rehabilitation and
extension of two irrigation -systemsbordering the trunk road; (3)establishment ,)f four agro-education and agro-business centers, two.of which will service the propo.;,.d irrigation schemes; (4) tr vstmigration of approxi 
L:ely 3,500 families to farm the two iTrigntion systems; and() establishmnnt of the necessary instItutional
and technical capabi ity to undertake this integrated project tbroufi
the support of training and foreign technical assistance and an
evaluation progrmn. 
Tmplementation will begin in FY 1976.
 
(o) Sederhanapr 1
-le) Trig 
ation and Land Development Prolt 
(FY 75)
 

The project involves assistance in the upgrading and/or new construction of facilities and the carrying out of fari 
 level implementation
activities connected with 275 irrigation sub-projects included in theCOI Sederhana (Simnple) Irrigation and Land Development Program, covering 110,009 hec:taren located in 24 of Indonesia's 26 provinces andspecial areeas. 
 The major .haracteristic uiiich differentiates the
Sederbana Progrcm from other Irrigation programs in Iiidonesia is the
simple nature of the ,uh-projects to be undertaken. Sederhanaprojecc5 "ro visualizet1 as smrn11-t-caie, simple to design, simple 
sub-
toconstrc!:, c.:p_61 e of rapid execution using lalor-intensive methodsand relativeky Inexpen,sive, They are expected to have a quick impactin terms of rice production and improvenent of the well-being of h0low income segment of the rural population. The $20 million loan willfinance the foreign exchange co3t of long-term and ahort-term consultants, over;cas trainijig and certain types of equipment. It will alsofinanc'e reimbursemen of a mucually agreed percentage of the predetermined cost of in-con,'.ry training; survey, design and construction of*aub-pv,1jects; and necssary farm level implementation activities in
connection with these sub-projects. 

(.-Rural Sa tat. on a,.;:ow rDe eop mentProj (FY 76)
 

The CO1 seeks 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 rurpl populace, thereby greatly improving overall
health conditions. 
However, the shortage of adequately trained Department of Health employees has been identified as a key constraint
to the aclilevement of this objective. 
This $2-3 million loan will
strengthen the educational system whereby Indonesia meets its manpower needs in the fiuld of rural sanitation. 
The loan will provide
upgrading training to all Departmeitt of Health employees currently
engaged in rural sanitation activities and improve the Sanitarian
 
school system producing new rural sanitation workers.
 

http:in-con,'.ry
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(q) Higher AgrEcultural Education (FY 76)
 

This proposed loan will fund the second phase of a ten-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-year phase, the two principal institutions in
volved, Gajah Mada University in Yogyakarta and the Bogor Institute
 
of Agriculture (IPB), 
were being developed into centers of excellence
which in turn assist in the strengthening of agricultural education 
in 24 provincial universities. Whereas the first phase concentrated 
on the production of top level planners, idministrators, technicians
and researchers at the two centers of excellence, &-heemphasis in
the second phase will shift to the development of the provincial
universities as centers of urdergraduate and graduate instruction,
applied research and pubtic service, and will enable them to more 
directly support progrTamn for the rural poor. U.S. assistance is
 
provided through an Institutional Development Agreement with the

Midwest Universities Cor:sortium for International Activities (MUCIA)
which incl.ides the tiversi.ties of Illinois, Indiana, Michigan State,
Minnesot.a and Wisconsin. it provides for the full-time services of 
two advisors ar CGJah Nada and two at IPB, (a Director and a Deputy),

technic.;U:. iJ.anc. curric-uiumi devlelopment and seminars/research 
on a shor -te-m t.abis overseas training of a larga number of Indonesian 
faculty, .nd sore ccmiodity assistance. 

(r) Citarduv/Ciseel River Basin Flood Control, Irrigation and Drainage 
Proiect (FY 76) 

This proposed $10 million project will provide assistance in the 
rehabilitation and upgrading 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 0 and M of both the flood control 
and major irrigation works. In addition, a substantial input will
be made in the farm level 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) Technical Assistance, Consultants and Training (FY 76) 

This loan will finance certain foreign exchange and local costs 
of project development activities, technical assistance and train
ing, primarily in the sectors of agriculture (including irrigation), 
health, atd education. As i:: the case of the Project Development
Loan (497-I:-027) this loan :ould finance feasibility.and other 
studies related to project identification and development. In 
addition, however, loan funds could be utilized to finance technical 
assistnne to COT agncies in thoe form of consulting services to 
assist wi,:h planning, budgeting, institutional orgaxlzation, etc. 
as well as training related to such assistance.
 

(t:) Prot~ran L:,>a. (cigo in;-) 

Tin Dr#. . SRarvuill-..,ceRdar aind Surabaya Gas 'turbine 

As part oi the ?rogrmrr. Loan procirement of previous years, three 
purc~ases wZ"rcia-e i.hicih can fall into the category of projects.
A tin dredge off Banka Island is being supplied with major parts 
financed for $2.13 million. The repairs will be complete and the 
dredge in operation in 1976. A radar system for Hallm airpqrt is 
already installed an operating, financed for J1.6 million. A gas 
turbine is being supplied to the electric agency in Surabaya for
 
$2.205 millon. The gas turbine will go into operation in 1975 and
 
will drive a 25 megawatt electric generator supplied under a Belgian
 
aid program.
 

5. Tecbnical Assistance Grants
 

The U.S. is providing technical assistance funds for projects in 
sectors to which the Indonesian and U.S. governments accord high priority.
These funds ore 11sed to finance advisory services of U.S. technicians, 
overseas education and training for selected Indonesians, and some equip
ment and supplies to support project activities. Specific project acti
vities being funded in FY 76 are described below: 

AGRICULTULRE/RURAL-REGIONAL DEVELOPMENT
 

(a) Assistance to Agrlculture
 

The Indonesian Government has assigned top priority to increasing
 
agricultural production during the current Five-Year Development 
Plan. The emphasis is 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 include a "floor price" for rice at a level 
which makes the use of the technology profitable when properly applied. 



This project is designed to strengthen the administrative capability of the inist-ry of Agriculture to identify policy, and to
organize and implement programs to put it into effcct. 

In the current year, Lhree sub-projects are planned for funding

Which were identifie,1 through pre-project appraisal under this
pro ject. land and ,racki.h Water Fisheries Expansion, SecondaryCrops Intensification:, and Kabupaten Rural Development Management.
All three projeccs have considerable potential for benefiting 

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

Ihe goa. of this sub.-prejecr 
is to increase smallholder production of major secondairy food crops, such as maize, soybeans,
o r p~eanuts. cassava, anu swcet potatoes. Project experience would, cvon'uni. 1 y, be -sed in several arces, but its initial concc,.tratioi would be in kabupaten Indramayu in northwestJava. , incrcased production oC tf'ese foodstuffs, both increased r'Lritio, and ircotnh? would accrue to the producers.

l;.-se ,wili result froM L1e development of the appropriate technolog- for exen.:;ion to the fazner, currently being evaluated 
on existing demonstration .ites, and from in-depth examiningan 
of the earea's marketing system and its needs for market informration. 
Techniques for the accelerated dissemination of technology
will also be developed. 
AID inputs will include one agronomist,
one marketing expert (both full-time), other specialized con
sultants, participant training, and limited commodities. The
GOI will upgrade its Ministry of Agriculture Extension Service
activities and accelerate its outreach program through its
 agency for education, training, and extension.
 

(2) Inland BrackL.ih Waters Fisheries Expansion (FY 76-77) 

The GOI has identified fisheries development as a priority areain its Second Five Year Plan and calls for an increased rate of
fish production of 47. per year. 
This project will demonstrate
improved fish po-'d construczion production technology and pond
management in Aco.-i 
and North Sumatra provinces, and train
fish-rit:s extension workers to provide innovative techniques
and motcrials for the delivery of this technology. AID willprovide long-term advisors, participant training and commodities,
while the GOI will provide production credit for producers,training and demonstration facilities, administrative and tech
nical staff support and local costs for U.S. advisors.
 

http:BrackL.ih
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(3) Area Develonment Planning and Management for Central.Java (FY 76)
 

The prir,;ry o*jeCtive of Lhis sub-project is to develop and in
troduce techniq,,-.- for quickly and accurately defining the needs 
of tlhe rura! poor and r' pvnding to those needs through the ex
istin- govcrnmental :,trvctu1', and prograxrs. 7..e proposed two
year -', ruia,-!: ; .. 1o, .ftort to apply a systems apprGach 
to tli. ard rural development efforts a:,anaim*inen p.anning of 
the kz;!bu 2atc,' Tev-... Under dile project, a teamn of consultants 
wilk be ,'.se 1 at - c.'p1 - rovincial capital and, at the di

rcr.ti,', of the governor, will be assigned to work with four or 
five s :d k -IupatE : -°ncproiJct snuld be viewed as a 
prctic' fr..rks, officias where -they will work 

trm,'Q ''tu; irn:.:tg ,-×r~vci-nes, utilizing pr'blem-solving and 
goai-. ,ti.[n;; : ,Liques. ,i-d:r the guidance of the combined con
sulta,:- team. Thr. sub-projvct is expected to require $350,000 from 
AID. '1h.- Ge will provide housing and vehicles for expatriate personnel. 

(b) AgrLcujtr Re:;erarch 

The purpose of this project is to develop a more effective crop research
 

capability in Indonesia with emphasis on rice agronomy and breeding,
 

research sutistics, and m.ultiplc £ropping. A contract with the Inter

national Rice Rcscate&" Inititutc (IVRl) in the lhilippines constitutes 

the major ?crt oE AT)'s share ir, this rulti-donor effort which includes 
Japan, Vie Netttcr ands and the Ford Foundatiou. 

ofThe currerit AID-finma:ied conrract provides the full-time ser'ices 

four specialists in ptantbrccding and research for rice and other crops, 
plus an agricultural cconomi.st, all working with the Central Research 

Institute :or A('riculture it Bogor, in coordination with the Indoiesian 

National Rice Rcsoarch P:ogram udrer the Ministry of Agriculture. In 
addit-ion. 'rairingl at IRTR in tbh Phil!.ppines and in the U.S. and other 

coun'.rivs iY. pr,%,ided for sttaff of the Insi:itutes participating in the 

project.
 

(c) Volunt___acylA. _' Co- F"in, nc itr 

In an eflor. to inult-ply and improve local-level development activities
 

in dc.:eta. within the prioricy sectors of agriculture, health and edu

cation, the U.S. is c.intribiting financial support :hrough co-financing. 
Selected small-scale conr..,uniLy development projects which arc planned
 

and Implemented by sevcral U.S.-based voluntary agencies such as CA.RE, 
Catholic Relief Services and 11thrch World Service, are jointly co-financed 
by USAID, the voluntary agency and local goverrunents/citizens committees. 
Twenty-three xwb-pro.-ects have been approved in such fields as credit union 

development, nutrition, rural public works, public health, irrigation, and 

vocational rraining. By the end of FY 75 grant funding will reach $346,000 
and by the end of thc project in FY 77, $1 miLlion is scheduled to be obli
gated. An e'-aluation and review of the project is rcheduled for September, 
1975,
 

http:cconomi.st


- 20 

(d) LraDevl4opnat. rojetPann 

In the currept ,ive 
"ear Plan, the central government has sought to
increase thc, particl.±ation of provincial level authorities in agri
cultiral rI. .inrg anj development through the establishment of plannini,-
 fir;in e.:c'o o.' th governors' offices, called BAPPEDAS. Thisproject will assist selected BAPPEDAS in designing eight developmentprojects. i'he as;nInrance will 
 improve BAPPEDAS planning procedures

and the capabiLity of econcimic analysis and the projects, after imple
mentation by the provincial governments, will 
improve the standard of
living of the rural poor 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 
_ini.ts of other developing countries. Currently, the selection
 
of two proivct planning sites is under way. 

POPULATION i'D HEALTH 

(e) .Ppular oi Faimid Planning 

Recognizing that unchecked population growth could negate the benefits
of econcmic growth, the GO! initiated a family planning program in 1967.
Then, in June, 1970, the Presidert inaugurated the National Family Planning Coordinating Board and began a concerted effort to accelerate pro
gram progress. 
Sinc( Lhat time, 0o budgetary allotments for the NationalFamily Planning Program have dramatically increased each yea7, reachingthe equivalent of over $12.5 million in the Ge0 
 FY 75/76. In terms of

expenditures, the Ge0 
 has been the largest program financier, and AIDhas been the major donor writh the multilateral agencies, UNFPA and the
World Bank (IDA), following closcly behind. The donor effort has been
 
an international one with over twenty agencies providing assistance.
 

Through FY 1975. AID has obligated approximately $25 million through its
bilateral grant assistance program to the G01 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 coridoms, vehicles, and specialized medical equipment. 
AID
 
has also contributed to:
 

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

- expansion of the program into the conmercial sector, especially with
the offering of condoms through "jamu," or traditional medicine dis
tributors; 

- assisted in the development of a cadre of health e.ucation/family
 
planning specialists;
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in planiti,., administering and evaluating comprehensive MCNIFP
 
survicc; 

- collaboraLed in the development of innovative research and de
velopment activities to promote, test, arid evaluate new direc
tions in the population sector;
 

- sponsored long and short term training.
 

In order to fauge the effectiveness of the famty planning program, 
USAID supported the 1973 fertility/mortality survey to establish base
line population measures. in addition, USAID plans to provide support 
to the 0,01's 1976 Intercensal Survey and cooperate with the World Ferti
lity Suirvey 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 appcoximately $0.8 to 1.0 million yearly to the GOI family 
planning program through support to local programs of such organizations 
as the IPPF, Pithfinder, Population Council, FPIA, AVS, Asia Foundation,
 
and World Education, Inc. and others. These organizations have played
 
a key role in pioneering services and offering training, IE&C, 
 research, 
and population education assistance.
 

With these resources, tte 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 addition,
 
10,000 village contraceptive distribution centers have been established
 
on Java 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 appears below:
 

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

Area Population Ages 15 - 44 Ages 15 - 44 

Java/Bali 84.1 million 
 34% 18% 

10 province outer 33.4 million 
 6% 4%
 
island program 

10 additional outer 11.5 million 
 NA NA
 
island provinces not
 
yet included in GOI 
program
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The average acceptor is 28 years old, has 3 living children, less
than 6 years of education and is the wife of a farmer, manual laborer
 or fisherman. 
These results have been achieved at a total cost per
new acceptor of approximately $10. 

Although progress has been impressive, Indonesia's population growth
problem is far frow: being resolved. Even if the GOI goal of a 507
reduction in fcrtilitv by the year 2000 is met, projections show that
by the year 2000 Java/Bali clone will have to support a population of
134 million. 
Clearly, more time, attention and resources must be devoted to eacouraging participation in the program and sustained contra
ceptive usa. 
 At che .ame time, more concerned efforts and greater resources are needed to reach the 50 million high fertility population

in the cuter islands.
 

(f) Health Research and Development
 

This three-year project was initiated in 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 implemntation of a variety of rurally-oriented health service

projects, and the institutioua] developm2nt of the Health Research
 
Institute.
 

This project is important for the development of the Department of
Health to effectively utilize its increased budgetary resources for
the development of the country's low-cost health delivery system.
The activities and resultant information fro.m this project should
provide reliable health system benchmark measures, estimates of the
impact of rural health; programs, alternative modalities for health

delivery systems, new insights into variables affecting the health of
the rural population, and the selection of aieas for possible future
 
project development.
 

For the implementation of this project 
a series of seven-ten subprojects is being funded each fiscal year. 
To date four have been
 
funded and initiated.
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EDUCATION AND MANPOWER RFSOURCES DEVELOPMENT4 

(S)General Participant Training
 

One of the most important constraints on tu'eonesia's economic and 
social development is its scarcity of skilled technicians. This pro-, 
Ject, vhich offers selected Indonesians an ouportunity to acquire 
skills, knowledge and experience, therefore, Is of great importance. 
The focus is on high priority yielde where there i a critical need 
for tr~ined manpower. Since July, 1966. 1,933 Indonesiatis have been 
went to the U.S. or to orher (nou-IGGI) countries for educarion or 
tra dtin under this project. Du-7iLg this period, USAID participant 
funding tinder this project totalled over $8 million. An FY 76 USAID 
obligation of about $955,000 is programmed for the project. 

The GO" has increased its cost shar*n foie this project as well as for 
a:ll participant training by assuming their international travel costs 
beginning April 1, 1975. In addition to the travel costs, the GOI 
maintains the participants' basic nalary and all pre-departure costs 
such as domestic travel, iredicals and passports. 

AID and its predece3sor ageticies have supported overseas education
 

and tv_-'ik.ng for n, arly 6,00O returned pazticipants since 1.951. Hany 
of these returned participants nre sraffing important Indonesian in
stitutions and departw:ents. 

(h) Educational Finance (Fi r 75) 

This project, designed to serve in the preparation of the Third Five 
Year Plan, will provide assistance to the Minit,try of Eduication for 

the development of criteria to realistically and properly allocate 
budgetary resources to provinces and district educationql programs. 

This will be accomplished through an improved data collection and 
reporting system on the eiisting allocaticn, of public and private 
resources at all levels of the national.education and training 
systems, and on the identity and needs of those %.Aoreceive educa
tion in the schools. A serles of 2tudier, vill be und&-rtaken at two 
pilot demonstration aceas (W. Sumatra and C. Java) to develop wethods 
of financial distribution and analyre the effects of various factors 
on resource allocation. Primary focus v-il br' placed on an as-iess
ment of the effects of private school fze,. on the population's access 
[ education and on nethods to improie th% assessibilit> of :ducation 
and the mnliiliza.tion of local community and national resources into
 
educationl prorvams. 

http:tv_-'ik.ng
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(i) Nonformal Education (FY 75) 

This project will increase the capability of the Office of Educational 

and Cultural Research and Development and associate institutions to 

perform nonformal education research and development activities, Two 

pilot sites in South Sulawesi and Java will be developed for the es

tablishment of communiLy-resource based nonformal educational learn

ing centers, which will emphasize functional literacy in a variety 

of programs, especially targeted for the rural, out-of-cchool poor 

between the ages of 10 and 24. The community learning system wtll 

be coordinated at the kabupaten level and functional at the ,,llage
 

level. USAID funds will be expended on short-term advisor management 

specialists and research specialists, participant training, and a
 

one-year resident advisor.
 

SELECTED DEVELOPMENT PROBLEMIS 

(j) Narcotics Control
 

The purpose of this limited assistance projecL begun in FY 74 is to 
assist the COI through: the National Narcotics Coordinating Board 
(BAKOLAK) in establishing, devetopiqg rnd inipuerting Ll1V national 
drug abuse program. It primarily Trovides iz[ cdi iplixa'y train
ing, short-term consultants and adviisory asi:-,ance, and Li,"ited com
modity support to l-Uontsia:n medi.a, sucial. -,ducatlon, anrd enforce
inent agencies. Project activity 
Surabaya, Yogyakarta and Xledan. 

centers include Jakarta, Bandung, 

(k) Project Development Activities 

Special funding is provided for selected surv.:,s, feasibility 
studies, specialized con.ultancit, , ind projecr idcntification acti

vities in che three priority sectors of Food Production-Nutrition-
Rural Development, Population-Health, and EducatLion-Human Resource 

Development. These activities piovide the base foundations for the 

planning of future developmental projects and programs in Indonesia. 


