PU =AY

By o

INDGHESTA
and
U.S. GOVERNMENT

ASSISTANCE

United States Agency
for Intermational Development (USAID)
Americen Embassy
Jakavta, Indonesie

April 15, 1976

>



TABLE OF CONTENTS

PART I

INDONESIA OVERVIEW
A. Hlistory
B. Population and Geography
€. Economy sand Resouxces

PART 1Y

U, S. ECONOMIC ASSISTANCE

A, The Multilatersl Framework
B, U.S. Eccnomic Assistanca Programs
1. Redivxection of AID progream within FY 74 Legislation
2, PL 480 Title X
3., PL 480 Title TX
&4. Development Loans - Capital Frojects
3. Technical Acelataunce Gramts
€. Future Directicn of U.S. Assistance

TABLES

I. IGCI Aid Raqueste @nd Pledges
IX. U.S. Economic Agsistance to Indonesia
III. PL 480 Title I Credit Sales Agreemeats (1966-76)
IV, PL 480 YTitle II Grant Fcod Aid to Indonesia (1966-76)
V. U.§. Capital Project Development Loans (196C=76)
VI. FY 1926 Proposed Funding Totals
VIT. FY 1975 Actual Funding Totals



PART 1

INDONESIA OVERVIEW

A. HISTORY

From earliest historical times the archipelagn nation of Indonesia
has been a strategic passage between two oceans == the Pacific and the
Indian ~= and a link berween two continents =- Asia and Australia. In
the Firsc Century A.D., Hindu merchants visited the iclands and began
a prosperous trade in exotic spices. In the 9th and 14th Centuries,
respectively, Indonesia’s two great empires, Sriwijaya and Majapahit,
became powerful by gairing contrel of the internmational trade passing
through the Straits of Malacca. Ilater Chinese, and then Portuguese,
Duetch and Erglish seafarers joined in the trade with the "Spice Islands."
In 1619, the Dutch established their firsc bridgehead in Java and began
the process of expanding their contyol throughout the different parts of
the archipelago. This procees 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 Indonzsian archipelago for about 300 ycars
-until 1342 vhen the Japunese occupled Indonesia at the beginning of
World War IX. Under the divect xule of the Dutch, various economic
activities were promuigated on Java which undermined the potential for
later economic development. In the 18th Century the Duteh began to
lease areas of Java to Chiiese entrepreneurs for their control. Through
this process, the indigensus market class was largely eliminated and its
strength has mot yet zecovered. Then, in the 19th Cenfury, voughly be-
tween 1830-1870; the Darch established the cultivation system and net
profit policy, which foxced the peasaats to produce a varying pexcentage
of expcxt crops. The Javanese local aristocracy was established as re-
gents for the Duteh and givew almost feudal powers. As 2 result, the
authoritative content of Javagese society was increased, especially be»
tween tha village and the political stTucture 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, 1945. There
followed four years of revslutionary struggle against the Dutch who
attempted to vewestahlish their control over the archipelago. Finally,
at the end of 1949 and under pressure from the United Nations, including
that of the United States, the Dutch withdrew their military forces and
recognized the sovereignty of Indomesia except for New Guinea, In 1968,
West Irian chase to become part of Indomesia, During the next seven
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vears the Indonesians tricd unsuccessfully to govern their country with a
system of parliamentary democracy bascd on the Western Furopean pattern,

- &s parliamentary government became incredsingly ineffective, President
Sukarno, the charismatic father of the Indonesian Republic, gradually
assumed more and more power. In the later 1950s, Sukamo dismissed the
elected parliament and Introduced an aurhoritarias system ¢f government:
which he called "Guided Democracy." At the same time, he nationalized
most of the foreign enterprises im the country and cmerged as a spokesman
of the "lcfr wing” developing countries which he pictured w9 victims of
the imperialistic "0ld Established Foxces." Under "Guided Democracy" the
economy of Indonesia deterierated rapidly as production and trade daclined
and prices soared, In the cacly 1960s, the Communist Pavty of Indoacsia
(PXI) grew vapidly, Cnira and Russia became the major donors of foreign
asgistance to Indonesie, a campaign was inaugurated to incorporate Dutch
New Guinea into the Republic, and a militacy “confrontation” with the
neighboring states of Singapere and Malaysia was launched. '

The situation changed abruptly after September 30, 1965, the data of
én abortive Comminist coup which led to fundamental changes in Indonesia’e
poelitical Life. Within 2ighteen months, Sukarno was xemcved from power,
Genexal Suharto eatablished contxol of the govexnment and rallied the
country to eliminate the Communist Party. What follovwed was a national
revolt against Cormunism which exzemded to the villaga level, In 1967,
General Suhartc became "functioning” president and in 1968, he was elected
president foxr a S-year term,

The "New Ovdex," composed of a modevate army leadership workinz in
cooperation with civilian “technocrats™ vhose first priority was economic
and social development, was introduced by Suharto. Woxk began on econcmic
stabilization in ¥967: measures were taken to attraci Western capital,
the Inter-Governmental Growp for Trdonesia (ICGI) was also established
aud treaties were included to provide special guarantees for investments
ip Indonesia. Measures usre taken to rtabilize the rampant inflation
which had incveased roushly 650% hetween 1951 and i961.

In July, 1971, general parliamentary ele:cions weco held tullowir
the passage of the Electim Law which allowed for goverament appoiniaent
of a certain number of sears. The resulis of this electd n showed the
relative strength of the government supporied party <= GOLKAR.

On March 23, 1973, President Suharto was re-elecred te another Seyear
term of office, The Government has taken a new course of action since the
esteblishment of the Second Five Year Plan in 1974/75 «~ its emphasis on
employment genecration, improved income distribution, and rural development.
The gravity of the present socinl and economic situation has been further
realized by the Govermment as a wveoult of the riots in Bandung in 1973
againet the Chinese, and in Jekarts in 1974 against Japanese economic
dominance. Presidential electiocns wilil again be held in 1977.



B. POPULATICN AND GFOGRAFHY

Indonesia consists of 735,000 square miles of land (about three
times the size of Texas) and claims texritcrial waters almest four times
the lznd area., From East to Weat the more than 3,000 islands extend
over a distance of 3,200 miles. The five largest islands are Sumatra,
Kalimantan (Boxmeo), Sulawesi (Celebes), Irian Jaya (the western half
of New Guinea) and Java, Theve are 26 provinces, 287 districts, 3, 270
gub~districts and approximately 47,000 villages.

Indonesivas now number moze thar 127 willion, Statistics are une
reliable, but the pepulation growth vate is estimated at 2.0 ~ 2.4%
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 77 of th2 land agrea=--with only 45% ¢f this land
avea arable. Java is cne of the most densely populated parts of the
world with 1,500 peuple per square mile, in contrast to seme of the
cutex 1alands where the populetfon density is 2 per square mile.

Although Indonesians ave primarily of Malay stock, the population
includes a large number of distinct ethnic groups with thelr cwn
dialects, cuatsms and sockal crganizatiens. The Javenese axe the
most mumerous, zecouncing £or gver half of the total population,

Two of the mpst famous cultural greups are the Hindu Balixrese and

the matxiarxchal Minangkabau of West Sumatra., The Chinese, who ori-
ginally came ¢o the islands e¢s traders and later as laborexs for the
Duteh, nunber approximacely three million. Like the overccas Chiuese
comunisies in other Southeast Asian countries, the Chinese community
in Indonesla fis ecounmically very powexful and separated frem the
resi: of Isdonesian socdety by cultural differences. About 307 of

the people ave nominally Mosiem, animistic and Hindu/Buddhist; about
%%, aud the vewsinder are Christian.



C. ECONOMY AND RESQURCES

Czude o0il production i3 estimated at about 480 million barrels for
GOI FY 1975/76. The gross value sf crude production is projected at
€6.1 billion for 1975/76, The net result of oil account earnings and
the current projection for the rvemainder of the balance of payments
48 ap escimated decrease in net foreign exchange reserves of $400
million duving GOY FY 1275/76. GOI 5ax revenues from ithe oil sector
are estimated at §3.0 billlon-c=gver 50% of government domestic revenue.

Agriculture is the dominant activity in the cconomic iife of Indonesia.
Including ferestry end fichery, it accounis for 40% of the national in-~
come, employs G3% of the poynlation, aud accounts for about twee-thirds
of the country’s foreign exchange earnings (excluding petroleum exports).
Production of xice, vhe mest important erop, increased rapidly im the
1988-71 peried but there were setbacks in 3972 and 1973 when more than
107 of the rice consumed had to be fmported., Production during 1974 and
1975 appeara to have increased vigrificamtily. Ample rice supplles are
cvxrently svallable in Indenesia.

A great resource for Indonesiz is its forests and unutilized landgeas
122 million hectaires~~=of which &5 miliicn hectares are cuxrently in
prcduckable foresi. The Government of Indenesia has reserved some 24
rnillion hectares for permanment forect expicitation., FProm 1867 through
1972, the goversment gracted ot agreed to 203 loggimg concessicns in
19.1 millica hectaxes of foresi land to local and foreign investors in
joint venture. Timber has new become the secord largest source of export
carnings {5750 willion in 1974}, Rubber produced by estares (plantations)
end by suallholders was the third lavgest export ($300 wmillicn in 1974)
ard accounted for about one~fourth of non-oil exports.

The most iwportant export is petroleun. Indonesia 4s the only major
petrolaun producer im Souchesst Asia and corrently oil exports are the
lavgest asurce of foreignm exchange earnings, Net forefign exchange earns
ings from oil equaled $640 millionm £n 1973, $2.6 billicn in 1974, and
axe projected ot about $2.9 billion for 1975, More than 40 forcign
firms are actively engaged in exploration and production under agree=
meot.s signed since 1867, Coppex, nickel and bauxite mining ventures
are alos belng actively puzsued, Indonesia posscsses many other matural
veseurces, but kmown reserves are small bocause geological mapping has
been completed on only 5% of Iudonesia‘’s land area, MNom-oil exports ig-
creased 100% in 1973/74 buk have zenained constant since then due to the
vorld-wide ecomomic slowdown.
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Although thco country has natural wealth, the development process
has only been under way for a decade and the people are still poor.
Average per capita income i3 estimated at about $200, cne nf the lowest
in the vorld. Many complex social, historical and geographical factore
contribute to this poverty, but perhaps most notable among these were
the policies of the Sukarno regime which led to declining productive
capacity and unconcrelled inflation,

The 'New Order" inherited from the Sukarno regime an external debt
of almost $2.7 billion. 1In 1966 the Western cceditor nations jofned
-to form the "Paris Club" vwhich agreed to a long~term rescheduling of
both the principal and interest on the "Sukarmo debt" to the members
of the Club, This debt is mow being repald in annual instellments aver
8 thirty-year period from 1970 ko 1999. Contractuzl iatcrest accruing
from 1970 will be paid in fifteecn annual installments beginning in 1985,
The entire arrangement 1s subject to venegotiation on the initiative
of cither Indonasia or the creditors at any time affer 1980. Similar
debt xescheduling agreements have also been negotiated with the Soviet
Unicn and other Easternm Europesn countries. Although substantial public
debt has been incurced in the post Sukarno period, serviciag of this
debt 10 considered manageable.

The domastic ecomomic policies of the Suharte government included
3 stabilization program which effectively reduced inflation from 629%
In 1266 to sbout 8% in 1971. Inflaticn xcse to 25% in 1972/73, due
fo rice shortages at the end of the year, and equaled 47% in 1973/7¢
due to a variecy of factors, Most lmpertant among these were rapid
increases in bank credit, export earnings, end prices of imported
commedities. The GOI tock steps ¢o control the inflationary problem
and price 'ucreases are mow about 20% amnuelly,

Government revenues nearly doubled during 1974/75 and increased
by about 6(% during 1975/76~-~primarily due to oil. Development ex-
pendituﬁes wore thau doubled in 1274/75 and increased by about 50%
In 1975/76,
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FART IX

U,S, ECONOMIC ASSISTANCE |

A, MULTIIATERAL FRAMEWORK

U.S. economic aid te Indonesia was £irst begun im 1948, However, it -
was tempovarily terminated in 1965 bLecause working relatfonships had bee
come increasingly diffisult under the Sulsrno regime. Im 1967, following
the establishment of a “New Ordez" wandey Suharto, the U.S. joined with
other governments and iInternaticnal organizations to form the Intere
Governmenial Gkoup for Indonesiaecctne IGGI. The aim of the IGGI was
to extend ecoromic asaistance to the Government of Indoneszia (GOI) for
the purpose of its stabilization and vehabslitatien program, aad subsew~
quently for meeting the need of ewternal finaucing for Indonesia’s Fixst
Five-Year Plan. As a consequerce of the success . . ..o stabilization
program, the U.S. and other dunors have heen able to shift the emphasis
of assistance from stabilization o econonic rehabilitation and develope
menl, duving the latter part of the Fivst Five-Year Piaa ard the Second

FivewVear Plsn,

The IGGI is compos:d of Indonesis and fourteen other membexr countries:
Austria, Austrelia, Balgium, Canada, Demmar%, France, Cermany, 1taly,
Japan, The Netherlands, New Zealard, Suviczerland, United Kingdem, and
the Unlted States, The World Bank (IBRL), ¢he Iuterpacional Monetary
Fund (IIF) end the Asian Development Buod {(ADR) end UNDP ave alco members
of the TGCI. The (MF pleys 2 key wele iu developing economic etabilizae
tion requivements; the World Bank 2o Instruvenzal in ider ifying develop-
ment meeds.

The Scheduiiag ard Preparatien for IGGI Meetingo

Through 1974, the Inter~Gevermmental Sxoup for Indomesfa (IGGI) met
twice each year fn The Nethexlands, around Decembey and April. The fivst
meeting was the occasisn for a discussion of the developmental problems
confronting Indonesia and for the presentation of the IBRD and IMF
analysis of the curremt ecenomic situatien and the economic prospecks
and assistance mesds for the coming yesr. Most denors made thelr assiste
ance piedges at the secand meeting in April. For 1975 and 1976 rhis proe
cedvre hag been glteved, however, in light of the changing development
situation in Tadoaesia,

At the May, 1574, meeiing the IGGY menbers agread that the World
Bank would undertake a compreliensive asgessment of Indonesia’s develop»
ment progyam, imcluding an evalugtion of the role of oil revenues in
the finencing of Indonesia‘’s Second Five-Year Plan, The members agreoc
uot to meet in December, 1974, but to reconvene in May, 1975, after
having reviewed the World Bank veport. In the May, 1975, YGGI meeting
the discussion centersd around the conclusicn of the World Bank report
that recent increases of Yadomesia's foreign exchange from petroleun
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preduction is modest in relation to the huge development needs of the
country. In 1975, total pledges amounted to nearly $1 biillion -
international lending agencies increased their pledges ($600 vs. $340
million last year) while other Lilateral donor pledges decreased
($350 vs, $415 million last year)., A shorter meeting was held in
November, 1975, and the next full meeting £s schedusled for June, 1976,

Pledgine Forrmlae and Levels for the JCGI Memhers

Although the basis for calculsting the U.S, contributicn has changed
gomevhat over the years, through 1973 the U.S. gencraily pledged to pro=
vide one-taird of the Indonesian bilatexral aid dollax request, and a
"fair share" of the food and nen-food commodity request. The Japanese
have traditionally pledged to previde one-thixd of the GOX aid request, and
In vecent years thefr pledges have actually exceeded those of tha U.S.
Other countyies and multilateral organizations do not base their pledges
on formmniee, but have tended o incresse theiv pledges each yeer.

For 1973/76 the tocal IGGI pledge s a subsgential: cmount, sbout
$930 million. The temms of assistance are somevhat less concessional
than those pledged in 1974/75,

In May, 1975, the U,S5. had difficulty in establishing a consensus on
the level and terma of U.S. Government assistence to Indonesia. The
1975/76 pledge of $61 miilicn (inclvding 511 miivion im technicel assigte
ance) was a deastis reduction £rom the 1974/75% cledge of $176 million,
Tois reduction in parc reflected che strong sanciment in the V,5. against
Providing assistance to oil axporting couvatrics, imciuding Indonesia., On
the other hand, with the cxception of PL=-480 Title I, the U.S. did not
harden its acsistance terms im the 1975/7% plodge, as d4d several other
members of the ICGI., ‘ue IBRD Baaic Ecenomis Repoxt prepaved for the
May, 1975, IGGCT meeting wecomnended chat roughly three fourths of the
forelgn ald funds to Indonesia provided Froml975-1980 shouid be provided
on 8 concecslonsi or semi-concesgilonsl basis. Theve i3 alse ap increage
Ing tendency ©o define Indonecis’s asedstance requirvements in terma of
export credits, and to include sueh assistance (e.g. from the U.S. Exporge=
Toport Bank) in & denov’s pledge and centribution,

Assiszance Programs Within the Multilateral Framework

As shown fn Table I, the Woxld Bawnk group and the Asfan Development
Banl (ADE) hag comuitted approxlwately $1.0 billion as of 1975 for
capital assistance loans for baosic Infractructuce, agriculture, and
industry projects., The ADB supplements 4ts leoan program with grant
funds for atudies and advisory eervices, The World Bank and the Inter~
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national Monetary Fund (IM') also fuaction as advisers to the Indonesian
National Development Planning Agency (BAPPENAS), the central bank (Bank
Indonesia), and the Ministry of Fimance.

Althongh pot within the IFGI context, the UNDP and UN specialized
agencies have technical asgistanca and grant programs £n rany seciors
of the cconomy, and it i¢ the UM racther than the bilateral donors which
provides planning adviscrs to a pumber of minigtwies,

The bilateral donera fonccion wainly at the project level, Bilateral
Project assistance pledges have ricen steadily and reached a lavel of
aboui $500 miilian for IGEY year 1975/7G. Annwal technical assistance
grants have equaled akout 3535 williom recently. The bilateral donors
are aleo the ssurce of 2ll halance of payments (comcwdity import finance)
agd feod aid,

Cooridination azwng bilateval and multilateral donors is carried out
paztially in the JEGI framewozl, and partially in more dizvect consulbae
tion with DARPENAS, BAPRENAS, cogether with its advisors (from the
Harvaxd Institute of Intervationel Pevelopment and financed by the Ford
Foundaticn) and the World Bank, prepares a cataleg of capital and teche
nical asslgvance projects for which donoy financing will ba requested,
Ta a serdes of meetings inwolvicg BAPFENAS, the approprisie Iaudouesizn
nministrics ov ageacies and the donors, general agreement 18 reached ree
garding pricritien and donor fntevest amd competence in particulay areas,
Day-to=day dincuseien and cooxdinetfon then takes place at the working
leveld.

R U8, ECONGHIG ASSISTANCE FRGGRAM

The objective of 1.5, eccnomic aid is to help Indenesia, within the
weltilaceral framework outlined aheove, to preserve economic stability
and to develcp a assuad base for economic growth, In the pagt, the
asgirtance provided by the United States Covernment within the framee
wezk of the IGGI has coneisted of program (commedity) loane, project
loans, ard agricuituvel ccuwmoditfcn uader PY 480 Title I, In additicn,
cvtaide the IG6X framework, the U.5. has provided grant financing for
techulecsl agnistance and for egricultural commedities under PL 480
Title 1T, Siove 1974, progran (commodity) loans, have been phased out,
and ¥ 1975/76 technical assistence grout financing of $11 million was
fncluded in the IGGI pledge. Total U.5. economic assiotamce to indonesia
odnce FY 1966 1s chowm on ¥able I,
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1. Redirection of the AID &t ogram along lines requived by

FY 1974 Foxeign Assistance Legislacion

AID’s legislation for FY 1974 (and ceubsequent years), speci- .
Tically direets U.S. assistance efforts toward improving the quality
of life of the pooreat pecple in the developing countries through new
pPrograms in the functional sectors of agriculture and xural develope
ment, health and population, and educarion and human resources de-
velopmeni. For the AID program in Indonesia, which had been primarily
focused on the problems of stabilization and rehabilitation of infra-
structure, this meant a very shasp change in direction.

AID's concern with thosa who have not benefited from Indonesia's
development gains comes at a time when Indonesia’s own pexception of de=
velopment objectives is changing toward much greater emphasiz on employ-
ment generation, equity, and regional distribution. President Svharto
has stated explicitly that the Goverament will attempt Lo manage de-
veloprent during the Second Plan period so as to effect a widar sharing
of thue gains of growth. Morecver, the civil disturbences in Jakarta in
January, 1974, were a further wurning signal of substantial social and
economic discontent and it can be expected that the Government will press
forwvard with efforts to effect & wmore secially just distribution of
income.

U.S. assistance to Indonesia has undergone a major transitionw=e
program lemdiug has been discontinued (primarily because Indonesia's case
for foreign exchange financing is a weak one) and a number of new initias
tives which were designed to more directly meet the needs of the poor
majority hsve been authorized while a number of othexs are being planned.
These include projects in rural electrificatlon, malaria control, vural
watexr supply and sanitation, small scale irrigation (primarily in the
outer islands), an incegraied development scheme on Sulawesi, the Improve=~
went of provincial plaoning, the improvement of rural xoads in Aceh pro-
vince at the worthern tip of Sumatra, the expansion of an ongoing actie
vity in highex agricultural education, and a rural public works program
called the Padat Karya program vwhich was previously supported on a fcod=
for-work basis under PL 480 Title II and is now funded under the Rural
Works Loam.
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2, PL 480 TITLC I

Agricultural commodities have been provided by the U.5. under
Tirle I of the “Agricultural Trade Develcpment and Assistance Act of
1954," as amended (Fublic Law 480). The sale of these commodities
by the GOI has generated revenue for the Indomesian development budget.,
Title I commodities are primarily rise, cotton/yarn amd wheat /flour.
Sse Table IIT for details of these sales agreements. Due to shortages
in PL 480 commoditics in FY 74, there was a major shortfall in PL 480
from the pisnned target. The FY 75 FL 480 program cousisted of $40.9
million for raw coiton. Tha FY 76 program is expectad to be about $43
miYiion and will include cotten, xice and vheat,

3, FL 480 TITLE IX

Under Ti.le I1 of PL 480, U.S. agricultural commodities such
as bulgur apd dried mill ave donated ko Indovnesia to assist in several
relief and development activities. Voluntaxy agenciles, iocluding
Cathelic Relicf Services, Church Woxld Service and CARE, racelve
Title II supprort for 3 wide variely of programs which range from
food-for-work to mothecechild feeding programs. Title II commodity
grants ave alsce being wade o U.N, World Food Program projects ila
Indovnesia. The National Feod-for-Werk Program, funded previsusly
under Title 11, has beau converted fore the Rural Woxks Leoan, Title
1% assistance io Indomesia is shown in Table IV.

4. Development Loans - Capital Drojects

As a result of the success in econgmic stabilization programs
and succensful large-zcale infrastiucrural development and rehabilitation
projects, wew prioviries as wstablisked by the GOI in AID New Directions
(beginning ia FY 1274}, as well as other Jdonoxs, are refocusing on the
secigl and xural develappens sectors.

8 lisi of the U.S, lsans suthovized for Indonesia from 1969
through Mareh, 1976 is gilven in Fable V. The follewing describes the
status ef ongoing and wew loans during the cvrrent implementation
periogd:
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(8) Gresil Cement Plant Expansion {ongoing)

(b)

{e)

Indonesia’s xeserves of limestone and clay are large, yet substantial
imports of cement axre preseptiy required to supplement limited domestic
product lon and meef market demand vwhich is expanding vapidly. The
majox Indonesian gouwrce for cement has been the Gresik Cement ¥lant
in Surabaya, wirich was completed in 1958 undex Export-Import Bank
financing. An AID development. loan made in FY 1969 amounting to $5.8
milliom as finmanced the expanaion of the plant‘'a amual capacity
from 375,000 to 500,000 metric tons cf cement, When construction
wae completed in 1972 this represented a 20% increase i Indoncsia's
producticn of cement and a gaving of about $2 million annually in
foreign exchange. The Morxiscn Krmdsen International Construct fon
Compeny was awarded 2 turnkey contract for this preject.

Fusri Fertilizer Flant Expans fon (ongeing)

Tha U.5. has joined Japan (QECF), the IBRD and the ADB in providing
tetal loans of $80 million to imcrease the capacity of the Pusti
fertilizecr (urea) plant in Palerbang {Sumatira) froem 100,000 to
480,000 mztyic tong a year. The U.S. contributed $24 million, the
IBRD $33.5 milliom, Japan $12.5 miliion, and the ADB 310 million.
The Government of Indonesia has provided an additional 533 million
in local curzercy. A British Flym was selected as the consulting
engincer for the project snd the firm of M.W. Kellegg, Incernational
was selected as general contzactor. Construction was cowpleted in

1974.

Central Java Eower_gehabilicatiou and Expansion - Tuntang (ongoing)

A study of the lunge-vange roquirements for electric energy is central
and western Jave 3dentified addicional generation, transmission and
distribucion facilities needed to meel such requiremente, The longe
vapge study alyc reccmmendad the introduction of United States design
and constructicn practices as standards for Indonesian ¢lectric dise
tridution syetems. As a fivst step in providing the needed facilities,
AID made 2 $27.7 million loan to the state electric enterprise (PLN)
to fipance the forelgn exchange costs of rehabilitating the Tuntang
electric power system, Four major cities = Semarang, Yogyakarta,
Sole and Magelang plus fifteen villages vill have theidy ovexloaded
and outdsted distribution aystems yrehabilitated under the project.

Te cope with severe shortages of generation capacity until constxuce
tion of the ATD-financed Central Java Thermal Power Plant (Semarang)
13 complieted (late 1977), & geo turbine driven generating unit is
oparating at Semarang and 8 dieant elecrric generating unii is now
upder fiual test in Yogyawsrta = both of which are financed under

this project Jean, A U,S5. comlwactox is providing the eguipment,
materiol and labor to do the distwibution aystem wehabilitation

work in the four cities and adjacent villages and ig expected to
complete that work by August, 1976, The work of converting the
customera® electric service facflities ic being dome Py FLN,
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(3) Jakarta-Rogpsc=Clawi {Jagovawi) Highway Design and Construction (ongoing)

(e)

(£)

o 12 =

The Jakarta~Bogor corridoxr iz probably the most traveled route in
Indonesia and traffic ie increasing every year. An AID loan for
$800,000 vas made to the Indonesian Highway Department te finance
the engineering and design of a fovr~lane controlled-access hizhway
on a uew alignment some three to six kilometers cast of the present
road. Designs weve comelated im 1973 aad construction was started
in mid=-1974 under an A(D ican of $26.8 millicn. Vhen completed in
1978, the road will handle over 30,000 vehicles per day, including
several hundred twucks carvying cement from two plants near the
highway, ~

Medan Electylic Touer Rehabilitation and Expansion (engoing)

An AID loan of $12.8 mililion dollarvs was authorized i{n fiscal year
1971 for the rehabilitation of the ewisting genexsting aad distri~
bution system and provision of a mew generating piant. The rehabi-
lication program consists of unit overhaul and modification of the
exlsting diescl power plant and complete vrchabilitation of the
distribution system in the city of Medan aad the adjoiuning towns

of Binjai and Belawan,' The new gemerating plant of six diesel
units will provide 24 M4 of elestric power for the mew distywibution
system. Scheduied projert sempletion date is January, 1377.

Central Java Powev Transmissipa and Distyibution Rchahilitation

gnd Expasion = Keceager Figject {engoleg)
In 2 wanner simllaz o the Tungang Praject and basad on the same
leng=range plavniag sindy, the Ketenger project will rebabilitate
ard expand ihe electviz dfstuibutdon systenm in an arca west of the
Tuncang preject and including the wmajor cities of Pekalongan, Tegal,
Purwokerto and Cilacap. The project consists of three major compo-
nerts ~ substations, distritution vebabilitation and transmission.
A 1,8, coutvarior in furnishing equipment, material and labor for
the cubsratious and distributinu contracts under AID forsign ex-
change finavcing, and for the teamsmission line constyuction under
Covernment of Indouesia forsign exchange finmameing. The Ketenger
150 kv transmission line facilities wiil sevve the four cities and
will be connented also with siwilsr facilitles (burlt under West
German credits) now poing inte opevation which will serve to intes
grate the Tuntang and Semarang Themmal Power Plant proiects with
the Ketenger project. Construction work on all three components

1s scheduled for cowmplesior in Tuly, 1977,
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(8) Central Java Thezmal Power Plant - Semarang (ongoing)

An AID loan of $19.7 millicn, supplewented by Goverrment of
Indonesia foreign exchange, was authurized in fiscal year 1972

to apsist ir the construction of a steam-electric power plant

near the city of Semzrang in centrxal Java, Au initial installae
tlon of two 50 megawatt units will provide the energy requircmenta
of the central Java Tuniang snd Ketenger projects for roughly ten
years and provisions have beco made iw the design and site area Lor
increasing the installed capacity to several hundred megawatts when
the Central Java lcads require {t. FEnergy genmerated at Semarang
Steam Power Plant will be tranmsmitted to central and west Java by
tho recently completad Germun-financed 150 kv cransmiosion lines,
augmented by 150 kv trarswission under the Ketemger project and

by the AlD~financed West Java 9rojects. Compietlon is scheduled
for late 1977,

(h) West Java Electric Power Transmission and Distribution I & 1Y (ongoing)

In a manner similar to the Centxsl Java power projecte ard based on
tha same long-range power study, the two AID loaus totalling $36.9
uillion were authorized {n June, 1672 (phase i) aand August, 1973
(phase 1Y). The project provides for the engineering design and
construction of a 150 KV double circuit transmission line from
Jakazta, through the cities of Bogor, Bandung, Cirebon to Tegal
vhere it will comnect with the Central Java Transmission System,
To complete the integrated power system for Central and West Java,
French, Danish, and World Bank funds are being provided to fimance
subatations and thu rehabilitation of che distribution systems in
Bogor and Cirehkon. Completion 1s scheduled in 1950,

(1) Project Develocmant Loan (ongoing)

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

FY 1972 te finance feasibility etudies and emgineering/design work
for proposed capital projects. Selection and development of capital
Projects is accelerated through the use of this loan., At present,
two projects are in fii.l design and two ave im the waster plan/
fearibility study stage. ALl of the projects being studied and
designed are expected to be constructed using financing from AID,
the World Bank, Asian Devalopmest Bank, or another source, A
seventh project, Preparation of a Project Flan for Jragung Dam,

bas advanced to the contzact negotiation stage.

The implementstion statvs of these studies 1s as follows:
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(1) Citanduy River Basin Master Plan and Feasiblity Studies:

()

(3)

(&)

(3)

Engineering Consultants Ine. (ECI) has completed a “Master
Plan for the Basin,” a feasibility study on flood control,
irrigation, and drainage for Che lower part of the besin,

and a feasibility study for weclamation of the Segara Anakan,
a brackish watew bay ia the lower basin, ECI is now pgepar-
ing desigas for the lower Citanduy Basin and cenducting Xu.-
ther studies on the Segara Anzkan, These studies led to an
AID $12.5 million lcan to finence part of the comstruction
of the lower Citanduy/Ciseel River Basin Flood Contiol Irxri~
gaticn and Drainage ¥roject.

Surabaya Faviroumental Studiecs: Camp Dresser amd McKee offi-
cially started work om June 1%, 1975, They are to prepare
Magter Plamg for Potable Water, Dralnage and Sewerage and pro-
post metheds of hondling solid wastes. They will also prepare
a fesyibvility srudy for £ivst otage expansiom of the city's
water system,

Semgrang Favironmental Studiez: The joint venrture of Burmse
MuDonnell/Trans-Agia {BM/TA) are to prepave the saue repcerts
&8 daescribed above under Surabaya Envivenmental Studies,

Surakavta Design: BM/TA will prepare the final design of a
new 24% inch potable water transmission main to supply the
city and distribution nystem improvenents.

Jragung Dsm:  Engineering Consultants Inc, began work in
November, 1875, The contract calls for further geological
dnvastigations and updating of coskte and econcmic studies,
The final zeportse and atudies ave due inm September, 1976,

West Java Interim Generasion )1 and 11 (ongoing)

AID lcans tovalling $11.2 milljon wece authorized im ficeal year
1973 (Phace I) and 1¢74 (Fhase I¥) for the procurament and installa-
tion of feur gas turbime generatos with a total capacity of 104 W.
This intevim generaticn will provide base pover for the Jakarta
system to meet the projected loau grouth and will be woed for peak
loading 2fter completion of the World Bank financed steam plant,
Scheduled coupletion date in July, 1976,
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(k) Malaria Control (ongoing)

¢y

(m)

(n)

A $24.7 million loan for a five~year implcementation project was
signed in 1975. The loan helps finance an all-out malaria control
program of the Ministry of Health, which is concentrated on the
jslands of Java, Bali and Madura, and also extends to the outer
islands, particularly to the transmigration areas and sites of
high pricrity development projecta. AID inputs are largely logise
tical support, commodities, end training.

Rural Works (ongoing)

A loau of $6.8 million for implementation by the Ministry of Man-
power, Transmigration aud Cooperatives. The project geeks to
promete greater agricultural productivity and rural economic de-
velogment through rehabilitatico or conetruction of basic xural
facilities in the poorest and heaviest populated areas of the
gation, It adins o meet 8 basic need of the poorer rural people,
not only thieugh the opportunity given for imuedlate employment,
but 2lso more importantly through stvengthening the base for pro-
ductive agriculiwral activity. The GOI program has been ongoing
for saveral years using KL £80 Ticle 11 focd as paywent but began
incovrporating cach-wage payment replacements boginning fa mid-1974,

Aceh Road Betterment (ongoing)

This loan, for $10.3 million will assist in upgrading end con=
stzucting 321 kilometers of roads and bridges within the northern
Sumatran high agricultural pecential province of Aceh. In addi-
iion to the copstruction component, the loan will f£inance teche
nical advisors to improve the GOI's institutional capebility to
administer other zoad betterment prcjects. Copstruction will
bogin in 1976 and chould be ‘completed in 1974,

Luwu Area Development (ongoing)

A loan for $15 million will aszsist the GOI in executing & package
of high priority, agricultural development related nctivities in
the Distzict of Luwu in the Frovince of South Sulawesi designed

to increase the area’s agrivultural productivity, improve the
well-befng of irs poorer income groups and build an institutional
capability to plam, direct, and evaluate iptegrated area develop=-
ment schemes, The main components of ‘the project include: (1) bet~
texment of the mein trunk road through the district; (2) rehabili-
zation snd extension of two irrigation systems bordering the trunk
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road; (3) establishment of four agrs-education and agro~business
centers, two of which will scrvice the proposed irrigation schemes;
(4) transmigration of approiimately 3,500 families to farm the two
irrigacilon systems; and (5) establishment of the nesessary insti-
tutional and techoical capsbility wo undertake this integrated
project: through the support of training and foreign technical assiste
ance and an evaluation program. Implementatior will begin im FY 1975,

(o) Sederhama (Simple) irrination and Land Developuent Project (ongoing)

The project involves upgrading and tew comstructicn of 275 irri-
gation projects included in the GOI Sedexhana (Simple) Ixrigation
and Land Development Program, covering 110,000 hectares logated in
24 of 26 provinces and epecial areas. The major characteristic which
differentiates the Sederhama Myogram from other irrigatica preograms
in Indonesia ie the simple nsture of the sub-projects to be undexs
taken. Sederhana sub-projects are visualized as smallescale, simple
to derign, simple Lo comskruct, cepable of rapid execution using
labor-intensive methuds and relatively incxpensive. They ate ex=
pected to have a gquick impact in terms of vice production and im=~
provement of the «ell-being of the low income segnent of the rural
populafrion. The $20 millicw lcan will finanze the foreign exchange
cost of loug-term and short~term consultauts, overseas training

and ceriain types of equipment. It will also partially filmance
in-country tywuining; survey, design and construction of sub~projects;
and necezravy farm level mplementation activities in connection
vwith thesge sub-projects, A threes-year contract between the COI

and International Engineerfug Company (asacciated with Sanghuriang
of Tndenzaia and Sinotech of Tatwan) to provide techiicol sssistance
was slgmed in Marcli, 1976.

(p) Rural Sanitatfon Mangowcr Davelopmezut Project (FY, 76=Authorized)

The GOX mecks to extend the access of safe water and other envi-
rormenkal facilities and sexvices in the rural areas substantially
during the Ssccnd vive Year Flan from its present low level, thereby
greatly improving overail health conditions. However, the shortage
of adequately trained Dapartament of Health employees has been idens
tified a5 a key constraint to the achievement of this objective.
Thiz $6.8 willlon loan will sirengtoen the educaticnal system
winereby Indsnesis meets its manpower fneeds in the field of rural
aud envixonmental sanitation., The loan will provide upgrading
training ¢o all Department of Hezlth euployees cucrently cengaged

in yural panitaticn activicies and inprove the sanitarian school
8ystem proaducing new ruval sanfcation workers.
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(q) Agriculture Education for Development (FY 76-Authorized)

This proposed lean will fund the second phase of a ten-year

- project for the developreot of quality programs of graduate

(x)

teaching and applied zesearch in agriculture at various unie
versities in Indonesia. During the first Scyear phase (FY 71~
FY 76), the two principal institurions involved, Gajah Made
Univercity in Yogyskarta and the Bogor Institute of Agriculture
(1PB), were being developed into centers of excellence which in
turn a33iat in the strengthening of agricultural education in
24 provincial universities. Wheveas the firat phase of the pro~
ject concentrated on the production of top level planners, admin-
istrators, technicians and researchezs at Gajah Mada University
and IPB, the emphasis in the second phase will shift to the dee
velopment of the provincial wmiverczities as centers of undexs
graduate and graduate instiuction, applied researgh and publie
sexrvice to emable them o more directly support programs for
the rural poor.

U.5. assictance is provided through an Institutional Develope
ment Agreemeni wirh the Midwest Universities Congsortium for
Internat ional Activitize (MUCTA) which ! :ludes the Unlversities
of Illinois, Indiaua, Michigan State, Minpesota and Wisconsin.
It provides for tha fulle-time secvices c¢f one advisor at Gajah
Mada, a project leader who woxks with the Department of Education
ia Jskaria and IPB in Boger, techaical assistance in curriculum
development and seminavs/reséarch on a shert-term basis, overe
seas trainisg of & iarge wumbex of Indonesisn faculty, and some
commodity zssistance. In tha avea of cverseas training, some
1,160 Indonesians have 1aceived trainiug abread in agricultural
subjecte, Of this number, 206 have received trainiug under this
project, all of vhom pxesently axe teaching in Indoniesian unie
vergities,

At the end of FY 1976 tha grant funding of the project will be
texrminated, and a seccad five~year program will he caxried for-
ward under a $5 million loan from the United States.

Citanduy Basin Development Project (FY 76-Authorized)

This $12.5 million project will provide asoistance in the rehabi-
litation ond upgrading of §lcod contrel, trcigation and drainage

systems in the Citanduy~Clscel River Basin of Southern Java.

The project will &lso lnciude comstruction of & diversion of

the Ciseel River and one nsw irrigation system. Asgistance will
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be provided in project management and 0 and M of both the flood
control and majox irrigation works. In addition, a substantial
input will be made in the farm level implementation area. The
project also imcludes feasibility studies and design vork for
future activities in the Citanduy Basin. The project is ex~
pected to have 3 major lmpact om the area in terws of increased
agricultural production, principally vxice, and improvement of
the well-being of the low income segment of the ruxal population,

(s) Technical Assistance/Consulting Sexrvices (FY 76-Authcrized)

This lcap will financs cortain foreign exchange ard local costs
of project deveiopment aciivitles, gechnlcal assistance and

othex professional services, pximerily in the food and nutrie

tion sectors. As in tha case of the Frnject Development Laan
(497-H-027), this loar could finance fcasibility amd other studies
related o preoject identificaiicn and development. In addition,
however, loan Ffunda could be utilized to finence technical assiste
auce to GOL agencies in the form of consulting services to assist
with plamning, budgeting, &nstitutional organization, etc,

(t) Program Loan (ongoing) :
Tin Dredge, Surveiliance Radey and Surabaya Gas Turbine

As paxt of the Program Loan procurement of previous years, three
purchases were made which can fall into the category of projects.
A tin dredge off Bangka Island s being supplied with major parts
€inanced for $2.13 million. The repairs will be completed and the
dredge in operation in 1976. A radar system for Halim aivrport 1s
already instailed and opexating, financed for $1.6 million. A gas
turbine 1s being supplied ro tha electric agency in Surabaye for
62.205 milijon. The gas turbine went into operaticn in 1975 and
drivea a 25 meguwaitt electric generator supplied undexr 8 Belgian

aid program.

5., Technical Assistance Grants

The U.§. 1s providing techaical assistance funds for projects in
sactors o which the Indonesian and U.S, govermmeits accord high priority,
These funds are used to finavce advisory services of U.S, technicians,
rverseas education and txaining for selected Indonesians, and aome equip=-
ment a2ad supplies to suppoxt project activities. Specific project acti-
vities being funded in FY 76 ave described below and shown in Table VI
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AGRICULTURE/RURAL-REGIONAL DEVELOPMENT

(a) Assistance .ta Agriculture

This project is designed to strengthen the administrative capa-
bility of the Ministry of Agricultura to identify policy, and to
oxganize and implement programg to put it into effect.

This project funded the first year of financing for the Inland
and Brackish Watev Fisheries Expansion which was identified
through pre-projert appratzal under this project. The GOI has
identified fishexies development es a priovity area in its
Second Five Year Plan and calis for an increased rate of fish
production of 4/ per ysar. This project will demonstrate im-
proved fieh pond constructisn production tachiology and pond
management ir. Aceh end Nerth Sumatra provinces, and train
fisheries extension workers ¢o previde innovative techniques
and marexfals for the delivery of this technology., AID will
provide iong-term advisors, parcicipant training, and commodi-
tiea, while the GOL will provide production credit fer producers,
Lraining and demonstration facilities, administraiive and tech=
nical staff support and local costs for U.S. advisora.

(b) Agxicultural Research

Traditicuolly, rice yields in Indonesia have been ruch lower than
those in other Asiun countries and, until recently, there was ac
nationally orgauized research effort to adapt improved rice strains
to the Indonecian envivonment,

The purpuse of the AID supported Agricultural Research project is
to develop a more effective crop research capability in Indonesia
with emphasis on rice agromomy and breeding, and sultiple cropping.
The current AID<financed contract with IRRI provides the full~time
services of four specialists ia plent breeding and regearch for
rice and othex crops plus an agricultural econcmist, all working
with the Central Research Inctitute for Agricultuce (CRIA) at Bogor
in cooxdination with the Indonesian National Rice Research Program
undex the Hinistry of Agriculture. The project alse provides for
extensive statf trafoing in the U.S, and at IRRI, and the provision
of gpecialized research equiprent. )

Project accomplishments include the establishment of nurseries
to screen for disease and insect vesistant varieties an? the crea=
tion of an Indonesian capability to sorcen rice strains for resiste



{c)

(d)

ance to rdiseases; tolerances to temperature changes, drought,
and decp water; and to evaluate graim quality. A number of
new rice varieties have been specifically bred for disease
resistance, taste, and land-use requizements in Indenesia.

The TRRY conrract will be extended for six months beyond its
current Augnst, 1975 terminatlon date at which time a World
Bark Agricultural Research Project will provide most of the
forelgn aid in support of agrlcultural research in Indopesia.

Yoluntory Agency Co-Financing

In an effort to muliiply and iwmprove local-level development
activities in Tudonesia within the pricrity sectors of agri~
culture, healih and education, the U.S. is contributing financial
support through co-firaucing. Selected small-scale community
develcopment projects ehich are plamned and implemented by several
U.5.-basad voluntary agenciles such as CARE, Catholic Relief Sex~
vices and Church World Service, asrg jointly co-fimanced by USAID,
the voluntary agency and lecal governments/citizens commitiees.
Twenty-five sub-prnjects have been approved in such £1:lds as
credit union development, nutrition, rural public works, public
health, frrigation, and vocational training.

Arsa Development Projest Pianming .

In the current Five Year Flan, the central govermment has sought
to incuease the participation of provincial level authorities

in agricultural planning znd develépment through the establish-
ment of planning units (called FAPPEDA) In cach of the governors®
offices. This project assists selected DAPPEDAS in designing
eight development projects. The agsistance will improve BAPPEDA
placning procedures aid she capability of economic analysis and
the projects, after implementation by the pruvincial governments,
will improve the stondard of living of the rural poor through ime
Proved agricultural production and.rural employment. The assiste
ance includes technical advieors apnd chort-term training of pro-
vincial plaonnexs of 2-4 wonths in progressive planning units of
other developing countries.
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POPULATION AND HEALTH

(e) Popuiation and Family Planning

Recognizing that unchecked population growth could negate the bene~
fits of aconomic growth, the COT initiated a family planning program
in 1967. Then, in June, 1970, tha President inaugurated the National
Family Placuning Coordinating Boaxd and began a concevted effort to
accelerate program progress. Since that time, GOY budgetdary allot-
meuts for the Wacvional Family Planning Progrem have dramatically
increased each year, reaching the equivaleat of over $15.6 million
in the GOY FY 76/77. In terms of expenditures, the GOI has been

the largest program ffgancer, and AID has been the major Jonog with
the aultilateral vgeucies, UNFPA aad the Worxld Bank {IDA), follow=
ing closely behind. The donor effort has Yeen an faiernational one
with over tweuty agencies providing assistance,

Through FY 1925, AID has obligated approximately 525 wmillion through
its bilateral grant assistauce program to the GOI populstion sector,
About $:5.16 miilion of this assistance .as been obligated to proe
vide over 90 wijlion cycles of oral contraceptives, Other commodity
assistance heg consisted of condoms, vehicles, and specizl{zed medi~
cal equipwent. AID has alse coptributed toy

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

- expanrion of the program into the commercial eectorx, especially
with the offering of condoms through "jamu," or traditional
medicine distribarors;

- aselsted in the development of a cadre of health :Jucation/family
planniug specialises;

-~ gtimulated the developmeut of manpower for leadership fumctions
in pianning, administexing and evaluating comprehensive MCH/FP
services; '

= collabovated in the developmenr ¢f innovative cesearch and de~
velopment activities to prumote, test, and evaluate new direc-
tione ir the population secton;

= sponsored long and short term training.



In order to gauge the effectiveness of the family planning program,
USAID supported the 1973 fertility/moxrtality survey to establish basee
1ine population measuces. In additfon, USAID plans to provide support
to the GCI's 1976 Intercensal Survey and ceoperafe with the World Fertie
lity Survey in Indonesia. These surveys will allow an evaluation of the
family plaaning program's impact on fartility.

In addition to cur bilateral comtrilmition, AID has indirectly provided
assistance of approximately $0.8 to $1.0 miliion yearly to the GOI
family planning program through suppoit to local programs of such ore
ganizations as the IPPF, Path{inder, Population Council, FPIA, AVS,
Asia Foundation, Worid Educaiion, Inc., and others. These orgarizations
have played a key role im pioncaring services and offering training,
IE&C, vezearch, and population educetion assistance.

With these resources, thea Netion2l Family Plenning Program presently
offers services fn 1,275 elinics, 2,620 on Java and Ball and 655 on the
ten outer island provinces included in the GOX program., In addition,
25,000 village contraceptive disiributien centews have been established
on Java and Baii to facilitate acceptor mailocenance aid vesupply. Over
6.2 million naw neceptors have been wecruited into the program during
the last seven yesaxrs. Estimated Jsnuary, 1976, incidence and prevalence
of contraceptive use via the G0 program appears below:

Cunulative New Current Users
Acceptors as % es % of Married
of Married Women Roren
Axea Populazion  Ages 15 -~ 446 =~ Ages 15 = 44
Javs/Bali 86 milidon A 20%
10 province outsy 34 miliien 8% 4%
island program
10 addiriomal cuter 12 million NA NA

islontd provipcas not
y2t included in GGIY
program

TR ORI

Total 132 nilifon

The average acceptor is 28 years old, haos 3 living children, less than
6 years of education and is the wife of a farmer, manual laborer or
fisherman. These results have been echieved at a total cost per new
acceptor ox cpproximately $1i0. '
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Although progress has beem Impuvessive, Inmdonesia's fopulatzion
growth problem is far from being resolved. FEveén if th. €OT goal
of a 350% reduction in fertility by the year 2000 ig itec, pro~
Jecticns show that by the year 2000 Jave/Bali alone will have
to suppork a populatisn of 136 million, Clearly, more time,
attention and vesources sust be devoted to encouraging particio
pation in the pregram and sustafued contraceptive use, At the
same time, more ccncerned efforts and grearer refeurces are
needed to reach the 46 wmilldion high fextlldvy population in

the cuter islaads, '

Health Reseavch and Development

This three-year project was initiated in FY 75 to provide divect
local currency cost, participane training and short-texm technical
advisory assistance to the Department of Health's Health Research
Institute for the inplaomentation of s voriety of rurally~oriented
health sexvice Frojects, and the institutional developuent. of the
Health Research Zasiitute,

This project is importart for the development of the Repartment

of Health g ekfectively vtiiize 1ts increased budgetary resources
for the development of the coungry’s Low-cost health delivery
systen. The activities snd vesultant information-from this pro=
Ject sheuid provide velieble heelth svstem benchmark measures,
estimates of the fwpact of rural health pregrams, alternative
modalitien fov health delivery systems, new insights fnto vari-
ables affectiny the health of che rural population, and the selec-
tlon of 2vens for possible future project development.,

For the implementation of ihig project a series of sevenoten sub-
Prajscts is being funded each fiscal year,
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EDUCATION AND MANPOWER RESOYRCES DEVELOPMENT

(8) General Participant Traianlng

One of the most important constraints on Indonesia's economic and
social developwent is its scavcity of skilled techuiclans. This
project, whichk offers selected Indonesians an opportunity to acw
quive skillz, ¥novledge and cxperience, therefore, ia of great
importance. The focus is on high priority yields where there is
a criticz) need for txaimed moupower. Since July, 1966, over 2,000
Indeonesians have been sent to the U.S. or to cther (mon-IGGIY
countries for edusas‘con or fyainisg undew this preject. During
this perdod, USAID participanrt funding under thi: project totalled
over $8 million. Aa FY 75 USAID obligation of abous $355,000 is
programmed for the projoect.

The GOY huw incresasad {ts cost sharing for this project as well as
for all parficipant fyainiag by assuning thelr internstional cravel
costs begivning Apxil i, L2753, in addition te the travel costas,
the GOX maimtaing the participants' hasic salary aad all pre-dae
pacture costa guch as domestle truvel, medicals aad passporis.

AID and ite pradecessor asencies have supvorted overseas education
and trainlng for mearly 6,000 veiurned pavticipanis sinea 1951,

Maay of these regvrned participants erz ctaffing Impoxtant Indonesian
lostitutiope and depAstwonts.

Educailoual Fingnce (FY 75)

This proje«t, denfgned to serve in the pr:oavation of the Third Five
Year Plan, will pxovide assistance t¢ the Ministry of Education for
the developument of criterla to reslistically and preperly allocate
budgeisyy resources to provinces and district edacational programs,
This will be accomplished through an improved data collection and
repeiting systen o the exlstivg allecerion of public and private
rergirces at all levels of the national education and training syse
tema; aid on the idearity and needs of those who vecelve education
in the schools. A seriss of studies will be undevtaken at two

plint demopatvation avesy {N. Sumatra aud C, Java) to develop methods
of tiaancial discribution and enalyze the effects of variocus factors
ot vesouree aflocatier, Pelmavy focus will be placed on an assess~
ment of the effectes of yrivate school fres on the populsticn’s access
to edweetion and om methodn to improve the assessibility of education
&ud the mobilization of lccel comounity and natienal rescurceg into
educaticnal programs,
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(1) Nonformal Educatioa (FY 75)

This project will iacrease the capability of the 0ffice of Educa-
tional and Cultural Kesearch and Davelopment and associate instie
tutions to perform nonformal education research and development
gctivittes. Tuyo piiot eltes in Scuth Sulavesi and Java will be
developed for the establishwent of communitv-rasource based uone
foxmal educational learning centers, which will emphasize functional
licevacy in a vaviety of prograws, especially targeted for the
rursl, out-of-school posy betwern the ages of 10 and 24, The com=
munity learning system will be coordinated at the kabupaten level
and fuvacticnal at the viliage level, USAID funds will be expendad
ou shert~term advisor management epecialists and reseerch speciale
iete, participent training, and a one-year vesident advisor.

SELECTED DEVETOPMENT FRODLEMS
(1) Narcotics Centrol

Tha purprse of this limited assistance project begun in FY 74 is
to assist the GGI through the National Narcotics Coordinating
Board (BAKOLAK) inm estabiishing, daveloping and implementing the
naiional drug abuse program. It orimz2rily provides inter-disci-
plivary training, short-tein congultants and advisoxry assistance,
and Lfadted commodity suppert o Indoneaian medical, aocisl educa~
tion, aad enforcement ageacies. Iroject activity centers include
Jakarta, Bandung, Suvabaya, Yogyakarta snd Medan.

(k) Propram Davelopment sod Sumport Activities

Specisl funding is provided for selected surveys, feosibility
studies, saperialized consulzancles, end projest identificatlon
activities iun rhe three priovity sectars of Food Frorductione
Nutritiou-Rural Development, Popnlation-Heaith, and Sducation=
Human Rescuxce Development. JThege activities provide vz hase
found:tions fox the plancing of future developmental projects
end programe ia Irdonesia,

(1) East asia Resesvch Proguan (FARRY

EARDP Is administered {ror AID'a Regional Eccnomic Development (RED)
office in Bangkok. Since ity imception in January, 1971, EARP has
tunded $205,207 for ten projects in Indonesia; nine of these proe
Jents were for Indonesia speclficelly, and the tenth vepresented
Indenesfa’s participation in a lavger regional piujeck, Indonesia
has been allotied approwimately 19% of all EARP funds over the
veavn, the lavgest peccentage for any Individeal country. Ia FY
76, wesesrch was lannched undex the prograw for a study of Labor
Utilizacion on Java, which sesks wore appropriate lasbor force
repoxting concepts for Indomesia,
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C. FUTURE_DIRECTION OF U.S., ASSISTANCE

AID has proposed to the GOI that ir consider four new loans of
approximately $5 miltfon each in Y 78 for U.S. technical services
in the areas of improved health and pepulation contirol; manpower
trainiog; ruvsl development; snd the trensfer of U.S, scientific
and technclogical knowledge, Thesa loanez, which paraliel the key
gections of the Foveign Assistance Act, would be used by the minie
strize and agencies concernad to acquire U.S, consulting services,
to twailn people in Indonesia wnd sbroud, and to carry out vilot and
expeximental projects,

The rechnical assistance loam approach recognizes that progress
1o Indonesia 18 iwpeded by the lack of planning and managerial calent
to maich the capital rescurces which have become available. U.S.
kaswledge aad skills will be used under the loans to address this
eritical constraint by helpiug selected institution buillding programs
and trafning efforts decigned to improve Indomesia’s capacity to
manage and carxy oul its own programs,

Development laans wili be raserved for those cavefully selected
activities which hold promise of maturing into major wational pro-
grams arg which combine fnstitution building gssls and basie reforms
with physical accomp!ishwments.



TABIE I

IGGY_AID REQUESLS aND PLEDGESL/
by G0I/1CCI Year 1 April - 31 March
(in U.8, $¢millions)

1867/70 1970771 1971/72 1972/73 1973/14 1974/715 1975/76

GOl request 1,025.0 600.0 640.0 £70.0 760.0 760.0 850.0

Donor Pledges

o

Multilaceral Agencies 62.4 124.5 110.0 145.0 164.0 340.0 520.0

{ ber Dilateral 107.4 121.7 147.1 140.6 245.8 264.3 240.0
Japan 120.4 140.4 155.0 185.0 180.0 136.0 140.0
United States 392.4 235.2 215.0 138.0 150.0 176.0 50.0

TOTALS 682.6 621.8 €27.1 608.6 739.8 916.3 950.0

1/ Does nox generally include Crant Technical Assistance.

USAID/PRO
4/15/7¢6



TABLE 1L

0.8, BCOROMIC ASSISTANCE TO INDONESIA
BY IG6GT AHD WON-IGGI CATECORIES

{($tidlldonz by V.S, Fiscal Year)

1/
Cem e
Type of Assistance 1306/70 2271 1872 1973 1974 1373 13976 [Total
1661
Agricultural Comwdirvy 310.5  89.7 116.3 106.5 -0-  40.9 43.1  707.0
Credit Sales
(RL GBO Tiele ¥)
Program Loana 106.5 30,0 75.0 75.0 ~0-  -0- ~0-  286.5
(Commodicy Importd
Project Logns 57.5  40.7 331 36.8 €B.0 34.9 40.0 1.0
MON-1661
Grant Techofcal Aswise. 14.7 7.9 6.6 1.6 11.8 4.1 11.2 76.9
E L let
Agziruttural Crmmodity 33.7 8.7 6.0 &8 3.6 2.3 4.5 63.6

Gracte {1 480 T1:

TOTALS

B BTSN T £ T Pt AT WD T A % 4% A R .

UE BXIM Bank Loans

&/ ¥Y76 Eutimate

USAID/PRLs
Wir5/7%

‘le 1Y)

o
. aae amene W o e a7 v

52 9 77,0 237.0 233.)  83.4 92.2

98.86 1,445.0

i7%9.2



TABLE 111

T vt

PL 480 TITLE I CREDIT SALES AGREEMENTS
($Millions by U.S, Fiscal Year)

Commodi ty 1966-71 1972 1973 1974 19rs 1976
Rice 221.7 59.1 25.6 - - 19.6
Cotton 100.5 38.1 44,1 - 40.9 7.9
Bulgur/Wheat /Flour 100.2 17.2 36.8 ‘ - - i5.6
Cotton Yaro 42.4 1.9 - - - -
Tobacco 1.0 . - - - - . -
TOTAL 465.8 116.3 106.5 - 40.9 43.1
1/ Due to PL 480 commodity shortages in the U.S., not all of the
commodities were provided.
TABIE TV
PL 480 TITLE IT GRANT FOOD Alb TO INDONESIA
($Millione by U,S, Fiscael Year at CCC prices)
Program 1966-72 1973 1976 1975 19762/  Toral
Voluntary Agencies
() Catholis Relief 12.6 0.9 0.9 1.3 1.3 17.0
Services
(b) cARE 8.8 0.6 0.2 0.7 3.0 13.3
(¢) Church Woxld 2.6 0.3 0.2 0.3 0.2 3.6
Services
Food for Hork 8.4 3.0 2.3 - - 13.7
World Food Program 2.9 - - - T 2.9
Food Aid Convention 13.1 - - - - 13.1
TOTAL - 48,4 4.8 3.6 2.3 4,5 63.6
2/ Proposed ' USAID/PRO

415116y



TABLE V

. R o B

CAPITAL PROJECT DEVELOPMENT LOANS

Uu.s.
{in U.5. § Militons)
Authorfzed in

U.S, FY Anount  Purpose

1969 $ 5.8 Gresik Cement Plant Expansion

1920/#3 26.0 Pusri Fertilizer Plant Expansion

1870/72 27.7 Central Javs Power Rebkabilitaion & Expansion (Tuniang)
1970 13.8 Medan Electric Pover Rehabilitation and Expansion
1970/713 26.8  Jakarta-Bognr (Jagwrawi) Highway Deslgun & Construction
1971 19.7 Central JavaThermal Power Plant (Samerang)

1971 21.0 Centval Javs Power Transmissiopn and Distribution

Rehalilitation (Kentenger)

18722/14 36.9 Hest Java Power Transmisaion and Distribution I & II
1972 5.0 Froject Development Loan

1973474 11.2  West Jave Interiwm Power Genmeration X & II

1974 24,17 Malavia Contvol

1974 10.3  Aceh Hoad Betterment (N. Sumatra)

1974 6.8 FRural Works {National Labor-Intemsive Public Works)
1975 15,0 Luwu Area and Transmigration Develepment (S. Sulewesi)
1975 20.0 Sederhana (Simple) Iryigation & Land Development

1576 12.5 Citanduy Besin Development

1976 5.0 Techuinal Assigtance and Congulting Services

1976 5.5 Agriculture Bducation for Development

TOTAL $291.7

USAID/PRO

4/15/76



TABLE VI

FY 1976 PROPOSED FUNDING TOTALS
(5 000)

GRANTS
Assistanre to Agiiculture
Agricultural Research {YRRI)

Brackish Water Fisheriles

VolAy Co-Financing

Acea Dev. Project Planning (BAPEEDAS)
Tawily Ploualng Assistance Services
Populatlon Reseurch & Develapment
Matesnal Chiid Health/FP

lleslth Research & Development
Geaevai Farticipoat Traintug
Educaticoal Firance

Nottorme! Fdocarion

Narvoiles

Project Davelopment & Support

LOANS
Cltanduy Basiu Development
TA/Consult lng Servicas
Rural Sanltatice Manpowex
Agricvltural Education for Development
Surakarca Wate. Yystem
Sederhans Tryigatiou

. 480
Ticle T

Ticle YI

GRAND TOTAL

1/ 57,025 AID/W financed piile

USALD/PRO
4/15/76

(1%,266)

40
90
189
417
216
7,268%/
422
86
296
955
130
240
57
450

(40,000}

12,500
5,000
6,800
5,500
1,500
3,700

(47,100)

43,100
4,000

RS 00 v,

98,366



TABLE V11

FY 1975 ACTUAL FUNDING TOTALS

(G) Grant; (L) Loan

Food Production, Nutritiow and Rural Deve lopment

(G)~Assistance to Agriculture

(G)-Righer Agriculture Education
(G)-Agricultural Research

(G)-Voluntary Agency Co-Financing

(G)~aren Development Preject Planning
(LVY-Luwy Area & Transmigration Development
(L) ~Sedexbana irvigation & Lard Development

Sudb-Total

Population and Healch

(G)~Family Flanning Assistance Services

. {C)-Health Fducation/FP Manpower Development
(G)-FP/MCH/YOP Manpower Development
(CY~POE/FD Research and Development
(G)-Mor 14 Education Insiitute~FP
(C)-Health Ressarch snd Development

Sub- Total

Bducation and thunan Resource Development

(C)-Generet Participani Training
(G)-Bducational Finsnce
(G} -Nonformri Education

Sub-Total

Selected Developmental Proklems

(G)~Projeci Development

(C)-East Asis Research Rrogram (EARP)
Regional Funds

(G)-Nexcotica Control-Special Central Funds

Sub~Tatal
(L)-PL 480 Titls 1
(G)-PL 48D Title II

SATD Adminiecracive Coats

$ 137,770
1,450,321
337,994
259,840
111,000
15,000,000
20,000,000

§ 7,108,966+
133,150
108,450
432,500

62,933

160,356

$ 1,031,000
138,235

_ 150,000

$§ 183,215
57,540

e 28,460

Grand Total FY 1975 Comnitments

*Includes $6.163 willion (0C) request zo AID/W

USA1L/PRO
4715776

§37,296,925

$ 8,006,35)

$ 1,319,236

§ 297,615
540,900,000

2,300,000



